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4R,

5hri S.B.LAL, IAS (Reld.)
Chairman,

Commillee 1o Review
Depanimentalised
Accounting System.

D.0.No.HPC/DAO/CAT2

Ministry of Financa
Department ol Expenditure
Room No.718, 'C’ Wing,
Lok Nayak Bhawan

New Delhi-110 003

>

8th August, 1990
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Dear Minister,

[ have the honour of submitting herewith the report of the

high powered Committee constituted by the Ministry of Finance on

Sth April, 1989 to review the departmentalised accounting system

I3
&
=
g

introduced in the Government of India in 1976.

2. As you may kindly receolleet Sir, the separation of accounts

from audit under the Central Government and the introduction of the

departmentalised accounting system was considered a  major

g b hﬁ L? Eagd R

administrative reform for the modernisation of financial management

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

B

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

o

objectives of the scheme as follows:-

"The major objective of separation of accounts from audit
is to improve the financial 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.!

U

4

3. With more than a decade of experience of the new system, our
Committee, under its terms of reference, 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,
measures to make departmentalised accounting a more effective icol}

for management accounting purposes.

i
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q. Our enquiry, lasting over a yedr; has revealed that 14 years
after the departmentalisation of accounting, only the comparatively
minor objectives of the reform have been achieved; the major

objectives are still to be fully appreciated and realised.

5. The Committee is happy to note that the departwmentalis !
accounts organisation is fulfilling its primary role of timely and
accurate accounts keeping. Accounts of individual Mihistries, the

compilation of which was delayed for months in the past,are now

available by the 20th of thé following month. Instead of being a.

routine historical function when accounts were kept 'externally' by
the C&AG, the accounts function has, after departmentalisation, come
closer to management and policy making. Another major achievement
of the system 1is the prampt settlement of personnel and public
claims. Computerisation of accounting data has made considerable
progress. Similarly, there has been a remarkable progres.-: in the
timely remittance of ‘excise and .income tax revenues to the
Government account. As desired by the Public Accounts Committne,
the Civil Appropriation Accaurts and Finance Accounts are now beirg

placed before the Parlidament during the Budget Session in th-

ensuing year.

&. Against the above mentioned achievements, the Committee has
found that so far nothidp tangible has beéen done to make accounts
an effective tool of management even thodgh this was the principal
objective of the reform and one of the prescribed functions of the
Controller General of Accounts who heads the Departmentalised
Accounts Organisation, is to assist in the introduction of managemenl
Se far, no systematic Management Information- Sysicms

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

the model MIS adopted in three Ministries by 1982 appear to have

fallen into disuse. The Committee has also noted that 'Performance

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

'Zero Based Budgeting' has hot resulted in any significant economies.

7. . The Committee has aléo found that the 'Internal Audit' which

was  introduced in 1976, in 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" of the expenditure incurred. No attempt has.
yet been made to carry out propriety-cum-efficiency audit and to
relieve the tomptroller and Auditor General of the burden of routine

auditing.

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 mak.ing accounts a toal of
management has not been achieved to a large extent because of
failure to develop systems which management accounts would have
subserved. The Committee has noted that initiatives in this regard
have not succeeded in the past because of lack of -adequate
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 India can
no longer be treated as a ‘'generalist function'. Special emphasis
has to be laid on appropriate extensive experience and training of
officers and subordinate staff. Such properly qualified and trained
personnel should replace the existing untrained persons according to

a time-bound programme. ,

9. The Committee has made a number of recommendations for
completing the process of integration of the accounts organisation
with the Ministries/Departments with a view to making 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 appraisal. The lines on which the organisational
structure of the Civil Accdunts Department and the Indian Civil
Accounts Service should be reformed with a view to achieving the
objectives for which they were created have also been spelt out by

the Caommittee. We have recommended greater involvement of the
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Members of the ICAS in the activities of the Ministries/Departments

and also the enlargement of their areas of responsibility so as to

make the best use of their Enowledge and experience ndt only
for compilation of accounts. and internal audit but also for financial

advice and for assisting the Ministries/Departments in making

accounts an integral part of overall management.

10. We believe that with the implementation of our

recommendations, the objectives of departmentalisation of accounting
system will be achieved in the next few years, resulting in greater

efficiency and economy in financial administration and considerable

savings 1in ‘the non-Plan expenditure.

1. At the end of our assignment, we thank you and all others in

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

extended their support and cooperation to us.
With regards,
Yours sincerely,

(i

[ S.B. LAL |

Prof. Madhu Dandavate,
Finance Minister,

North Block,

NEW DELHI-110 001.
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CHAPTER I

INTRODUCTION

A.  APPOINTMENT OF THE COMMITTEE

The Government of India consttuted a High Powered Committee to
review the functioning of the departmentalised accounting system, vide Ministry
of Finance, Department 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. Shri S.B. Lal, IAS (Retd.) . Chairman
2. Shri A.J.A. Tauro, IA&AS (Retd.) .. Member
3, Shri $.C. Mital, ICAS (Retd.) . Member
4, Prof. S.C. Kuchhal, - Member

IFCI'Visiting Professor,
Faculty of Management Studies,
University of Delhi.

5. Shri R.X. Mathur, IDAS, . Member-Secretary
Addl. Secretary & F.A,,
Department of Food.

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

(1) to undertake an in-depth review of the funcdoning 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;

(ii) to recommend measures to make departmentalised accounting a

more effective tool for management accounting purposes;

(ii1)  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,



(iv)  to assess the function of internal audit in the departmentalised
accounting system and recommend steps for strengthening it; and

(v) to review thé organisational structure and role of the Civil
Accounts Department, including that of Indian Civil Accounts
Service and its effectiveriess ih the discharge of functions relating
-to- departmentalisation of accounts and recommend measures for
effectively achicving 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 zudit 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 reform 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 drawing up a Questionnaire to elicit views on
matters covered by its terms of reference. The Questionnaire was sent by the
Chairman to the Secretaries of all the Central Ministries/Departments and the
heads of some large orgarisations. A copy of the D.O. letter dated 29.6.89 from
the Chairman 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. Accordjngly, they were requested to send notes covering,
inter alia, the organisational set up of the finance, accounts and internal audit
wings, MIS generated by the 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 the Civil Accounts Department, etc. The Ministry of
Finance wasalso requested 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 Questonnaire from
Minismies/Departments. A list of Ministries/Departments/parties to whom the
Questionnaire was sent and the pardes 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 our Questionnaire, we-thought

it necessary to have  discussions with the Secretaries of some of the
Ministries/Departments, Financial Commissioner (Railways), Secretary (Defence
Finance), Controlier General of Accounts (CGA) and other senior officers, both
serving 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 the officers and staff of the Civil Accounts Organisation. We also
had discussions with the representatives of the ICAS Officers' Association, All
India Asscciadon of Pay & Accounts Officers, All India Central Civil Accounts
Service (Junior Accounts Officers) Associaton 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 Commitiee held 47 meetings to record evidence, deliberate on

the various issues and finalise its report.



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 Dcpmtmc»hts of
Government of India w4s implemented in phases, the last and final phase having
been—completed-on 1st June, 1980. Earlier, atternpts had been made to separate
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 Policé and Education Departments of thé 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 gconomy considerations. Subsgquently, in 1949, the then
Auditor General had favoured setting up of a separate orgamsanon 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 Comptrollcr and Auditor General of India should not be
saddled with the resporsibility 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, 1954,
Separate Pay & Accounts Offices were set up in 1955 on an experimental basis
for the Educaticn and Refugee Relief and Rehabilitation Departments of the West
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 Wing of
the "Mihisn'y of Food & Agriculture and in the Rehabilitation Ministry. The Pay
& Accounts Offices (P&AQO) in these threc 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 1.11.1954. In respect
of Rajya Sabha and Lok Sabha Secretariats, payment and accounting functicns
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were separated from Audit on 1.12,1955.  All Payments were centralised in these
Pay & Accounts Offices which functioned under the control of the respective
Ministries/Deparimenss. There was no further separation of Accounts under the

Central Ministries/Deparanents tll the major reform of 1976.

2.3 In the Railways, the separation of Accounts from Audit was accomplished
much earlier. The Acworth Committee (1921) had recommended that the
Railway Department shculd bte responsible for its own Accounts. Accordingly,
the dutes of auditing and accouniing were separated in the Railway
De:partment froin Sentemniber, 1925, The accounting staff of each State
managed Railway system was placed under the Financial Commissioner of
Railways. The Railway Accounts Department was administered by the Financial
Comumissioner of Railways with the assistance of the Controller of Railway.
Accounts. The Audit staff continued to be under the administrative control of the
Auditor General,

2.4 On the Delence side, the Accounts have been maintained
departmentaily from tha very beginning, Till 1864, there was a post of Chief
of the Military Finance at ea}ch Presidency and Examiners of Military Accounts
were functioning under him. I.ater, the peost of Accountant General i¢ the
Military Department was created who was to function under the Military
Department and not undear the Auditor General. Under the Government of India
Act, 1919, the Auditor General was made responsible for the stamtory audit of the
Accounts which were maintained by the Military Accounts Department (later re-

designated s Defenca Accounts Department in Qctober, 1951).

2.5 Cn toe Posmal and Telecommunicatons side, the Accounts of the
Telecommunicaiions "Wing were separated beiween April, 1968 and Gcetcber,
1976, On the Posiafl sise, however, the separation took place in Aprii, 1976,

B,  YARDICOMMITTEE RECOMMEMNDATIONS

2.6 A major step which led to the reforms of 1976 was the constitution of a
Group of Ministers on Administration by the Government in March, 1973 (laic
re-designated as Cabinet Committee on Adminismation), which was required 10
recommend changes to improve administradve performance in relation to the
requirements of the Five Year Plan. Financial administration was idendfied as
one of the areas having the potenual and need for improvement. A special sub-
Group was sct up ander the Chairmanship of Shid M.R. Yardi, Secretary, Ministry
of Finance (hereacter referred to as the Yardi Committee), which was to assist
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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 of Ministers in September, 1973. The-Yardi-Committee
was of the view that the responsibility for internal financial management and
achievement of specific performance should be entirely that of the administrative
Ministries and for this putpose, 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 appropriate 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
tomake 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
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C.  REFORMS IN FINANCIAL 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 st July, 1976 and Ist October, 1976. With effect from
1.4.1977, the C&AG was rclieved 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. Copics of the various Presidental
notificatdons 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 systemn in lien of the then existing two tier system of financial
advice to the Minisuics/bcpanmcnts, The initial financial advice was provided
by the internal Financial Advice system which 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
Ministries/Departments  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 o the Ministry of Finance.
The administrative Minisiries 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 ACCQUNTS - 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 authorides. 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 centificates 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




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 designated as the Chief
Accounting Authority for all transactions of the Ministry and he was to discharge
these funcdons through and with the assistance of the Integrated 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

introduced 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. Accordihgly, 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 entrusted to the
Chief Controller of Accounts/Controller of Accounts. It was also felt that the
Controller of Accounts could be entrusted 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
were being prepared, one by the Drawing and ﬁisbursing Officers and the other
by the Pay & Accounts Officers. It was decided by Govemment in February,
6198’&%‘ 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/Depariment concerned. In this way, Joint Secretary (Admn) in the
Ministry/Department was relieved of the responsibilities in this regard. With the
change-over, the functional and day-to-day administrative control of the Cash
Branch/DDO in each Minisiry at the Secretariat level would vest in the respective
CCA/CA/Dy. CA who would be responsible for proper discharge of all items of
work enirusted to the Cash Branch. Although the existing staff dealing with these
iterns 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, becarné full-fledged

Accounts records.
(¢) 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 Ist January, 1950. 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 treasuries have been relieved of
this work under this arrange.mem 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
conceming the Central civil pensions would be available speedily and at one

place.
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CHAPTER III

REVIEW OF DEPARTMENTALISED ACCOUNTING
| SYSTEM

A. OBIJECTIVES

3.1  The major objective of the Departmentalisation of Accounts was to
improve the financial competence 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 -variolis activities and for optimum utilisation and efficient
monitorimg-of resources. The availability of 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 thé potential of 'the new Accounting
Organisation; it was also envisaged that suitable management accountancy
systems and comprehensilze management information sy;stems would also be built
up in the Ministries and Departments for the prbpcr 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/Department. ‘

3.2  Our terms of reference require us to undertake an in-depth review of the
functoning of the Departmentalised Accountin g' 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 accurate accounts
keeping. The functioning 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 carmried
out by the C&AG in the Audit Report for 1978 goon after its introduction, This
was essentially a review of the special features of the new set up. Certain
apprehensions were expressed regarding the system of post-check incorporated in
the scheme for payments inade 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 afier it had stabilized and been in operation for some

Lo ”
»:;; 5 years. We have been infonmed that after the Cé&AG Report of 1978, no other
review of the system wus cargied out Vhe ctanprehensive review enfrusied (o
e this Commiitee is therefore row being underteken for the first time.
g‘ ‘»:j ’
TP B. ADVANMTAGES OF THE NEW SCHEME
e 3.4  The Yardi Comminee had expected the following advantages to accrue
Ty from the Departmenialisation of Accounts:~
t’.ﬂ ' ) : . . . - . . .
(1) It will do away with any degree of externality of the accountinig
4 X J « » . sy
4. 3 system to management and provide for its integration with the
n \ Ministries/Departments.
‘3 " (i1) Setting up of Pay Offices would lead 1o speedy setilement of all
) clairas including those of employees of all categories.
g 9
:1 ) (iily  The system would do away with duplication of accounting work
TN and records then prevailing in Departments and Audit Offices.
-
) o
- (iv)  Accounting would become an aid to management in the real sens
=
R f the term for financial contve! and performance appraisal.
Cod (v) Compilation of accounts would be speeded up.
M
4 (vi)  With Internal Audit being given its proper place and afforded
N sufficient scope and support, statutory audit need not go into mircr
- ) details but could devote attention 10 major issues,
) : , Lo
1o A sumimary of recomunendaidons of the Yardi Committee is ai Annex
S "G
R
7 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 view
the terms of our reference, has brought out the following:-

(a) Integration with the administrative set-up

1) With the separation of Accounts from Audit, the Departmentalised
Accounts Organisation is now a part and parcel of the

*:»;....‘.5? FObe 4 .‘:ﬁgiﬁy@ rmgv Mﬁ' gy T M{v Al
CRLEUGRUNURUNTNTR SR SRINT:
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Ministry/Department. The personnel of the erstwhile Audit &
Accounts Department were also transferred to the
Ministry/Department Lhrdugh 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 discharge their responsibility of compiling
the Accounts. It was stipulated in this Act that every officer or
employee transferred would be -entitled to be appointed to a post

_carrying a scale of pay not less favourable than the post whichhe:

held immediately before the date of transfer and in the same
capacity in which he held that post. Thus, both the Accounts
Organisation 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 Adviser 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, Junior Accounts
Officer; and Accountant as was stipulated.in the Act referred 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 Minisiry, are
not members of the Services manning the Central Secretariat.

The Departmentalised Accounts staff have very forcefully
represented before us that they are not being treated =23
belonging to !the mainstream of the Ministries/Departments and
in support, it has been stated that in many cases, they have been
accommodated in garages, mezzanine floors or at places away
from the main Ministry/Department. The officers and staff also
generally have a feeling that they are isolated and treated as a
catepory distinct from the other personnel of the Miﬂistry. The
CGA has also informed us that the staff in the accounts
organisation Have not been treated as well as the staff of the main
Ministry and that there have been complaints of not being proviced
with  proper accommodation and working facilities.  This,
according to Him, has in Some cases resulted in a sense of

frustration.
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(i) It is unfortunate 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 Conmollers/Controllers
of Accounts on 6th February, 1986, the present Prime Minister,
who was then the Finance Minister, had observed:

"I have toted the emphasis placed by ihe Congoller
Geaeral of Accounts to the importance of closgr
involvement of the Accounts Wing in different
Ministries with the mainstream of Deparimental
activities. 1 myself feel that no organisation, leave
alone financial sdministration, can succeed in an
environment of comparﬁnenmlis.ation and isolation of
one Wing from the other........... The Managers of
Accounts who have the responsibility for creating a
base for financigl information, havc i be fully
asseciated with the activities of the Department,
particularly those relating to Planning, Budgeting,

eapendiiure centrol and monitoring.”

(tv)  We have thought it necessary to draw attention to the above
observaticns 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 cf

the Accounts personnel with the administrative set-up is tc '

have a real content and meaning.
(b)  Settlement of personnel and public claims

We had specifically invited comments through our questionnaire about
settlernent 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
conIIactbrs'/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 accurate accounts keeping

(1) We had inquired through our questionnaire whether the Accouats
Organisation was providing timely and reliable data-for purposeful
review of ongoing schemes and better formulation of new
schemes, It 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 informaton, The Civil
Appropriagtion Accounts and Finance Accounis are placad

" before Parliament during the Budget Session of the ensuing

_ year as disired by the Public Accounts Committee (1978-79) in
its 104th Report (Sixth Lok Sabha). We have been informed by
the CGA that there has been progressive improvement in the
compilation. of Accounts and the Accounts in rmespect of
individual Ministries are available by the 20th of the following
month and ‘that of the Central Government (Civil)
Ministries/Departments as a whole by the 30th of the following
month. Further, the Accounts Officers in various Ministries are
now in a position to provide information about the expenditure
incurred against Budget Heads as and when required at very short
notice. Présentation of accurate accounts in time has placed at tha-
disposal of the decision-makers vital information for managemert
purposes. The usage of the information is most evident in tha tasks
of watching flow of receipt and expenditure against estimaies, and
of locating well ahead of time, areas of potential excesses and

$avings in various-grants.

(i1) Control over the balances under suspense heads is a fair indicawy
of the qudlity of the accounts maintained. The Committes has
noted that there has been a progressive reduction in the
balances accumulated under suspense heads such as Resoyve
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Bank Suspense CAQ, and Departmental Adjusting Accounts
Suspense. Details are shown in Ansex "N'. However, the balances
under Suspense Accounts-(Civil), PAO Suspense, Provident Fund
Suspense and Public Sector Bank Suspense have been fluctuating,
There is also a large balance under PAO-Cheque Suspense and
adverse balance under Departmental Cheques which requires a
thorough reconciliaton with & view to eliroinating possibility of
loss on account of irregular issue of cheques or alieration of
cheques zafter issue. The Committee was infoimed that the
clearance of Suspense balances was being vigorously monitored by
the CGA. The Commitice would recommend thst the
Inspection ¥Wiag in the COA's office should continuously liaise
with the TCAs/CAs and play an sctive role in assisting the field
offices In tackiing problem areas. ‘

(i)  The compuievisation of accounting data has made considerable
progress and with the intrcduciion of Personal Computers (PC)
from June, 1983, 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. Since October, 1988, &ll the P&AQCs in Delhi have
access to Personal Computers and are capturing data at the
voucher/challan/scroll levels. Arrangements have also been
made to supply PCs to P&AQOs outside Delhi so that voucher
level computerisation cculd 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 Qrganisation is fulfilling its primary role of timely
and accurate accounts keeping,
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(d)  Prompt crediting of receipts into Government account

. There has been remarkable progi'ess in the timely remittance
- of excise and income-tax revenues to the Government account,

The two separate schemes launched for CBEC and CBDT from Ist

. October, 1988 have proved very useful. In the metropolitan towns

like Bombay, Delhi and Madras, the collections of CBDT are
reported to be reaching the Reserve Bark of India within 2 to 3
days. The new schreme -has also been extended for accountal of

~ expenditutg and departmental receipts in all the Civil

Ministries/Departrents of the Government of India from 1st May,
1989,

(e)  Publication of Rules and Manuals:

®

An irnpoi‘tant responsibility of the CGA is framing and revision of
rules and roaruals relating to the maintenance of accounts. We
have been informed that the CGA has kept the matter under
constant ;oview and revised the Fules and Manuals from time to
time. Among the important Fublications brought out by the CGA

i) Government Accounting Rules, 1990

i) Account Codes for Accountants General, 1984
i) Civil Accounts Manual

iv) Marual for Drawing and Disbursing officers

v) Central Government Accounts (Receipt and payment)
Rules, 1983.

vi) Inspection Code
vii) Revised List of Major and Minor Heads of Accounts; and

viif)  Schéme for payment of Pension to ths Central Goveriment
(Civil) Pensioners by Public Sector Banks.

(i)  The Committee is pleased to note that'adequate attention is being paid

to the continuous review of Rules and Manuals.
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Avoidance of Duplication in Accounting Work/Records -
The Merged DDO Scheme

(@

(iD)

The scheme of Departmentalisation of Accounts was expected to
avoid maintenance of duplicate and parallel records by the C&AG
and various l\v‘linisLTics/Dcpartméms. However, this objective was
not completely eliminated even after Departmentalisadon of
Accounts. It was, therefore, decided by Govermnment that with
eifect from 1.4.1986, the records maintained by the DDOs at the
Secretariat level should be treated as full-fledged accounts records.
Accordingly, records like Establishment Check Register, Register
of Broad Sheets for long-terin advances, Provident Fund Ledgsr
Folios and Broad Sheets of Provident Fund and Register of final
paymeni cases were not required to be maintained by the P&AD
thereafter. It was also envisaged that the pre-check before
payment would be exerciszd by the Cash Branch itself through a
Checker or Examiner functioning on behalf of the P&AO at the
level of a Senier Accountant or other senior official considered
suitable. The P&AO was to supply a ciieque book tof the Examiner
and the cheque bearing the pay order enfacement and the cheque
book was to be sent to the P&AQ 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&AQ 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 funcdons and the
Cash Branch with the Controller of Accounts Organisation under
the overall charge of the Financial Adviser was issued by the
Controller General of Accounts.

The scheme as originally introcduced 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 wviz. 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
expceted that in due course, the Cash Branch and DDO which
were to function under the Controller of Accounts would be
manned by qualificd 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
Secrctary(Admn.) of the Ministry. It is reported that postings and
transfers of personnel in these Branches 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 Accounts 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 without exercising any
scrutiny on 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 Departmentalised Accounting

arrangement, wic C&EAG  had expressed reservations about the
system of post-chsck introducsd for DDOs with cheque drawing
powers. Itis necessary to reproduce the observations made by the
C&AG at that time:-

"It was pointed out to Government that post-check
would tend to be perfunctory as there would be no
responsibility for any erroncous payment nor would
there be any urgency for completing it on the part of
the organisation entrusted with the responsibility for
post-check, In pre-check, irregular expenditre is
kept o ths minimum and the quality of Accounts is

expected to be distingtly superior.”

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
those who are not fully competant to do so, We apprehend shat if
this state of affairs is allowed to continue, there are grave risks
of improper/irregular maintenonce of Accounts with
possibilities of over-payments. This may become all the more

st
it

A Dh

3

POARTARRPODTOORROOGRRORORO PR S

1

TR0

@,
[
&
¢
¢
e
¢




(PRI

s WS WS S N

P Y SRR L
DT I W W

o

LA bl R DeeadB RSy

- - . i Meied Wi Bl ek Moo o i Bl Rk hodned Seeddil
e A MRS DALY SSTURS DOSON  AMSSE  pEOMU RRus
PO, o [l S I S o, a N

v

y ot

3o

o

¥ ) U U

S

%

TR TR

®

-

B o

19

serious if the over-payments are made in the final settlement cases
like Provident Fund, Granity etc. In fact, in response to our
questionnaire, many of the Departments have suggested furiher
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 dilution of pre-check system
by not entrusting it to qualified Accounts personinel ot
appropriate levels is unsatisfactory and should be done away
with. It is absolutely essential that the Cash Branch and the
DDO should be made a part of the Coniroller of Accounis
Orpanisation in all respects in all the Ministries/Departments
withiout exception and we recomnend accordingly. Ve also
recommend that all the posis in the Cash Branch/DDG  be
mnanned by qualified Accounts perscnnel belonging to th

2
departiental Accounts Organisation only within a period of 2
years.

(v) We note that the above scheme has Guca introduced in the
secretariat of all Ministries/Departments except the Minisory of
External Affairsg, 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 f{ully introducing this Scheme in these
Ministries/Departments. We recommend that the Ministry 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
Ministnes/Departments where accounts personnel should be utilised which are
now held by unqualified personnel. As a general principle, we would
recommend emphatically 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 functioningof our
Missions abroad where several Posts specificglly created for accounts work
are being manned by non-accounts personnél of the Ministry of External
Affairs. We have been mformcd that the Foreign Secretary has had occasion
. recently to address the Mlssmns on the necd for strict financial chscxphnc He had
expressed his distress at the financial irregularities such as excess
payments,unauthorised/ excéss expenditure and failure to observe administrative
and financial norms and procedures and to maintain records correctly. On the
other hand, several Heads of Missions have complained of the non-availability of
qualified accounts assistance. We find that there are several Missions with an
annual expenditure and receipts exceeding Rupees two crore. We
recommend that in each such Mission, accounts staff of appropriate levels
drawn from the Departmentalised Accounts Organisation should be
positioned,

(h) -Intermal Audit

(i) The Yardi Committee had envisaged that there would be an
effective 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 the new set up, the Intemal
Audit Organisation functions under the control of the Head of the
Accounts Organisation with the overall responsibility bzing that of
the Financial Adviser of the Ministry/Department concemed.. The.
Principal Accounts Office, the Pay & Accounts Offices as well &s
the Offices of:the.DDO are within the jurisdiction of the Inmmal
Andit.  This Organisation alsp checks the initial Accsunis
maintained in the executive offices to see that they follow the rules
and regulations and systems and procedures regarding accounting

and financial matters.

(ii) We note that the Internal Audit has mainly confined itself to
ensuring conipliance with the prescribed rules, regulations nd
procedures. In other words, Internal Audit has largely concerned
itself with the regularity of payments and has not achieved the rols
envisaged by the Yardi Committee. We have examined this matter

in greater detail in Chapter VI
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CHAPTER IV

ACCOUNTS AS ATOOL OF MANAGEMENT

A. OBIJECTIVE

4.1 An imiportant objectve of separation of Accounts from Audit was to make
accounts an effective tool of management. Indeed, this might even be considered
10 have been the principal objective. Prompt settlement of personnel claims and
tmely 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
departmentalisadon, that is, without the integration of the accounting system
within the management function.

B.  EVIDENCE FROM MINISTRIES/DEPARTMENTS

42 The Committee has given 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 Committee. 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. The Department of Industrial Development stated that the
system could not generate financial information for monitoring schemes as the
accounts format was not geared for the purpose. The Departmment of Surface
Transpon 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. Thz
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 Departments 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, they -did not helpr 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 accountng figures. The Department of Food stated that
purposeful review of ongoing schemes and better formulation of new schemes

was not possible under the present set-up.

44  The Controller General of Accounts stated that it was for the
administration to decide on the information required which could then bz

generated.

4.5  The Committee felt that it was a matter of concern that fourteen years
after the deparfmentalisation of accounts, nothing tangible had been done to
make accounts an effective too} 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
Ministries/Departments. A sorry situation appears to have prevailed with

lis Controller General of Accounts waiting to be asked and the Management

not knowing what to ask for,
C.  ADVISORY COMMITTEE 1976

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 major objective of the departmentalisation of accounls is to improve the
finarcial compelence of the Ministries and Departments and make accounts an
effective mc;l of managzement using umely and accurale flow of financial and
accounting information for programming, budgeting and evaluation of various
activitizs and for the opiimum utilisation and efficient monitoring of resources.
In order to fully ulilise the potential of the new accounting organisation,
Management Accountancy System should be evolved on suitable lines in
Governraent. A comprehensive Management Information system should also be
built up ....... for the proper interpretation and utilisation of accounting data for
the purposes of policy formulation, effective utilisaion of funds and

achieverncnt of maximum cfficiency at opimum costs,"

The Finance Ministry set up an Advisory Committee under the
Chairmanship of the Finance Minister to make recommendations regarding

]

fT??QC@”‘”T""‘QQO@{)O000‘0@0ﬂ@00@

oo v ¥,

A hw e S I

Ty

3 ND

TN
»

V2

3

[~

.
-

o0

ST e PETTTE peii AERE R R ﬁ:_._. — EW. .. XU

v

syt

A

S R

<)

B S

TP T

L RN

i B




O W W W

oy W oy o o

oW

R S R T ¥

o

! o o) @) el

v U L

© o,

4

v L U

1,

W
lr v

& L

23

Management Accountancy concepts and Management Information Systems
(MIS). A sub-group of this Cormmitize took up the preparation of what were
intended to be mode! MIS for the Ministries of Chemicals & Fertilizers, Works
& Housing (CPWD) and Agriculture (Command Area Development). These MiS
were approved for adoption by the Advisory Commitiee in 1978, 1979 and 1982
respectively.

a7 It was expected {hat other PMinistries would develop MIS based on
these modais. But, as stated in a background note placed before the Advisory
Commitiee in 1982, no significant progress was made, possibly becanse of

(i) inadequate appreciation at-higher levels of the nesd for developing
integrated information systems and lacle ' of enthusiastic support from’Secretariss.

of ihe Ministrics cencesned......,

(ii) pre-cocupatian of senior officers In the Ministries with ciher impaoriant

woris.”

4.3 The Advisory Cominittee was wound uwp therzafter, presumably in the
expectation that the imnpems provided by the model MIS set up in three
Departmems weuid lead to adoption of MIS and supporting management
accountancy sysizmas whercver appropriate in the other Ministries and
Departments. & e¢fiect, not oniy was thore no such development, but the MIS
adopted in tne three Ministries/Departmients appears to have fallen into

disuse and have witherzd away.
D, PERFORVIANCE AND ZERO-BASED BUDGETING

49 The Advisory Committee's terms of reference also included performance
budgeting and management accountancy. According to the note placed before the
Advisory Committee in 1982 “even though the Ministrics/Departments had been preparing
Performance Budgets ... for the last ten years, 1t has 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 management

information systems developad for monitoring performance against targets,”

4.10 Performance budgets are sti!l 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 Committes.
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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 sharpening of objectives; sclecting the best alternative
through cost-benefit and cost-cffectiveness analysis; prioritisation of objectives
and programmes; sWi,L;:hing of resources from programmes of lower priority to
those of higher priatity; and, identification and elimination of programmes
which have outlived Lheir utility.” -

4.12 The Secretary(Expenditure) went on to state that with the adoption of the
ZBB approach, the Performance Budget document could be further refined-so-as
to increase its usefulness. He mentioned that workshops and seminars would be
held to train key officials in"ZBB techniques.

4.13  Our enquiries revedled that this initiative did not result in any significant
economies and appears to have been sdll born. It is probable that no
meaningfil exercises could be carried out without the-suppori of information
systems and accouniing data systematically presented to provide the basis for
analysis of the efficiency and effectiveness of expenditures which were being

incurred.

~E.  PROFORMA ACCOUNTS

4.14 It is of intecrest to note that ridimentary managemeni accounte are
provided for even in the existing accountancy system. This is the reguirement
that Departments of the Government which are responsible for commercial ot
semi-commercial functions should maintain proforma sccounts which will bring
out the economics of generating the services they provide, A Commitiee which
was set up to review the General Financial Rules, Central Treasury Rules and
Account Codes reported in 1985 that "over the years many departments have fzllen into
arrears in preparation and maintenance of proforma accounts. We suspect that such organisations
do not really have genuiné commercinl bias in their operaton..” The Committes
recommended that simplified proforma accounts be maintained 50 as to permit at
least of the monitoring of the cost of their operations in organisations such ns ihe
Government Security Press and AIR Publicadons. However, the Commities (bl
that such.proforma accounts need no longer be atiempted in respect of "the

Central Government Health Scheme, Famine Relief Fund, Central Government Residentizl
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agccommodation ond such units because the cost of their operation has... no genuine

relevance.”

4,15 We consider this to be a surprising statement. We wust that the
Government's acceptance of the Report of this Committee will not be interpreted
as acceptance of the view that organisations such as the Government Security
Press etc. need not have a commercial bias and that thers has been some dilution
of the policy set out in the Ministry of Finance Resolution of 3rd November, 1575
which preclaimed the objective of achieving "maximum‘efﬁcimcy at optimum costs” in
all areas of Government activity.

F. MANAGEMENT ACCOUNTANCY

4.16  Since MIS, Performance Budgeting and Zero Based Budgeting are not
within the terms of refercnce of this Committee, it may not be clear why the
development of - or failure to develop - these systems effectively is being
described at such length and what the connecton is with management
accountancy. - Managemeni accountancy may be described quite simply as a
presentaton of accounting data in terms which can assist management. In
Government, it will largely involve analysis and identficaticn 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 suc
costs to activities, functions and objectives. In this process, options can be
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 performance is unlikely to be able to optimise his
efficiency.

h

Q-

4.17 Such analysis and presentation of accounting data is meaningful in

relation to objectives and activities. It is generated in response to management
systems installed for the 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 objectdves.

418 It is fairly clear that the objective of developing management accounts
and thereby making accounts a tool of management has not been achicved in
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any tangible measure, To a large extent this is, as already mentioned,
because of the failure to develop the systems which manzgement accounts
would have sub-served. It 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 inadeguate 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 modemisation of the culture of rﬁanagcment which
would—learn_to demand and use a continuous flow of analysed informadon
relevant to the various aspects of management. Theé 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 FINANCIAL MANAGEMENT

419  Thelesson to be learnt from what has happt:ncd'is that such far reaching
purpose cannot be achieved, or even effectively initiated, by the mere
prescription of a few model forms foi information gathering, or by
cccasional exiortation. If = new culture is to be developed, it has to be nurtured
assiduously till it has firmly taken root. New systems require expert
inztallation pnd maintenance and continuous modification and refinemznt
uniil requiremsants are satisfactorily maf. The inevitable resistance to change
oased on lack of knowledge, vested inturzsts and apathy has to be overcoms.

V¥hat is required is a combination of

(1) {ontinuous expert centralized prescription and guidance from
the Ministry of Finance with a major contribution and initiavve
frem the Contoiler General of Accounts and, from time to time, a¢

necessary, from experienced consultants.

(i)  Special training of the accounts cadres whose current training
t N -
provides them with the potential but is not adequate to enable them
to develop management accounts in support of various modemn
P 5

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 superviscey posis
sanctionsd for the Budger and Finance Wiongs in the Central
Ministries/Departments and Service to which the present

incumbents belong:

1 ° o P ralal
Designation Me.of TAS  QOvoanized TE3
posi3 ; Aﬁ:\ ouRs

Services

3 i & - -
{1 vacant)

It Becy, 20 3 11 5 -
Divecior 19 2 H 7 g

Diy.Zecy. 22 - 7 10 . 4
(1 vacant)

that over 507 of &
net belong 1o any 2adre, which had reogiverd
i idnones and necounts. This must necesanrily lend o4

. P PR -5 e £ M LT P B, | et
e A racentlviiy o modernisalion oi management sysieris.

{i) Development of intemal audit, not merely the routine "tk and

turn” andit and the audit of 2xpenditure against regularity, but what
has bean termed "Value For Money" audit.  Such audit utiiiss:
management accounts, information systems and other dats i
evaluate the efficiency with which resources are utilised (ths
maximisation of output relative to input) and the extent to whicl
the cbjectives are achieved without necessarily any questioning ¢

such objectives.

(v) A commitment by'senior management to making the new systems
werk Dy their visibly and continuously using the systems to gocd
purpose. Specific training of senior management wonli
undoubtedly be called for to secure such commitment.

B |
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4.20. It is not suggested that with the Jack of management information
systems and management accounts, there has been ne modernisation of
financial managemem. 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 financia!
scrutiny has undergone little change: it still remains preoccupied with the -
-quantum of expenditure rather than its efficiency, form rather than substance,
conformity with prescribed procedure‘sv and 2 somewhat ritualistic applicatien of
the General Financial Rules.

H. EXPERIENCE IN THE UNITED KINGDOM

421 We would draw atténtion 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 bsen
stated to be the promotion of organisation and systems in which managers at all

lavels will have:-

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

possibie, measure, outputs or performance in relation te the objeclives;

(b) well defingd responsibility for making the best use of their resources,

incinding a critical scrutiny of output and vatue for meney; and

{©) the information (particularly about costs), the training and the atcess to

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

422  The UK Treasury and the Management and Personnel Office provide
direction and coordination through their Joint Financial Management Unit. The
Head of the Government Accountancy Seryice (a position somewhat similar to
- our Controller General of Accounts) has "a direct operational responsibility” in
prometing the reform of Financial Management. In evidence before z
Parliamentary Committee, Sir Kenneth Sharp, then Head of the Government-
Acconntancy Service, explained that he considered it his duty to assist

manzgement toidentfy their neads, to encorrage a groeter ponse of auemiacy and

a greater feeling for "how much something costs.”
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4.23 The Ministries/Departments of the UK are required to report pericdically
to Parliament the progress made in pursuance of the Financial Management
Inidative and the savings and economies achieved as a result thereof.

424 A significant statement made before the Parliamentary Committee by Sir
Robert Armstrong, then Head of the Management and Personnel Office (and later
Secretary to the Cabinet) is worthy of note as indicating the impact of the

Financial Management Initiative. He said

™.... il is probably true that .... Civil Servants have tended to find policy work
more glamorous and more interesting than manage:menl work, That has
changed a good deal..... They are much more conscious of the need 1o manage
deparunents, muech more interested in doing so and finding...... that it isnot
second class boring kind of work that they thought but actually extremely

interesting and productive.of results,”

4.25 Taking into consideration that there is much similarity in form of
Government between the UK and this countiry and that introduction cf
management concepts into Government is a slow and difficult precess, involving
considerable trial and error, it may be well worth cbtaining detailed
infocrmation of the UK experience and examining its applicability in our

situation.
I UTILISATION OF ACCOUNTS CADRES

4.26 The modemisation of financial management, the adoption of informaticn
systems and management accountancy, the development of performance
indicators etc. is necessarily a gradual process. Systems have to be tailored to the
needs of each organisation and it has to be ensured that the cadres who will
maintain and use the systems are adequately trained to do so. We would hope
that Government will consider proceeding on the lines we have suggested above.
In that expectation and confining ourselves more precisely within our terms of
reference, we make certain recommendations which would lead to udlisadon of
accounts as a tool of management. We understand this objective to be a part of
the larger objective of improving the quality of financial management. Yve,
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  separadon 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 Finance: 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 function of Controller of Accounts is combined with that of Financial Advisar
- in other words, that all 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 will 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
with in pares 7.5 to 7.11 of Chapter VII. However, it s surely time {0 accept-the
fact that financial administration in the Ministries which is at the cutiing cdge
of the finance role, involving -evaluation of proposals, monitoring of
expenditure and maintenance of financial and management accounts, con no
~longer be treated as a genzralist function. If the Financial Adviser and his stoff
do not have financial training and experience supzrior to that of those whom th=y
advise, there can at best be the dubious comfort of two heads bzing better than
one. What is required from the Financial Adviszr is identifiable specialist input
which will contribute to more effective management in Government. There will,
therefore, ba need for spezial emphasis on appropriate intensive experiance
and training of officers appointed to the Finance Depariments since tiiesa
officers will have to work “with or supervise an Accounts Organisation
Interna! Audit snd s&lso to provide leadership in the progressivs

T
LEd 5

modernisation.of Financiai *fanagement.
J. BULET SECTIONS -

4,28 There are, however, areas in the Finance Departrnents which sheu'd
appropriately bc placed within the purview of the Departmental Accounting
Organisation. As far back as 1981 the Governmént took steps in this direction. A
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'
lester dated 4-5-81 from the Secretary(Expenditure) to all Secretaries siates as
’ follows:
¥
E 1, A majer objective of separation of Accounts from Audit in 1676 was to
improve the financial competence in the Ministies and © make Accounts an
; etfective ol of management., It was expected that the availability of financial
a and accounting information within the Ministry would be of mrest assistance io
: ihe Financial Advisers and the Secretaries in the discharge of their numercus
responsibilities,
:
3 2. he question of making better use of the experence and expertise of
5 itz Chied Controllers/Controtizis of Accounts by the varicus Minisiries has been
' engaging our agention. It is considered that since the Pay & Accounts Officss
S are now reasensbly well esuiblished and opeational, it shouid be pessible o
0 : make a sill better use of the system and the manpower available.
i
3. It is, thersfore, sugzested that the budgzt work of hs
: Minisiries/Departments, now suparvised by officers of the Adminisitmiive o
‘ Finance side (2.g. Dy, Tuancial Adviser/Dy. Secratary(Budzer) may henceforh
J be  enirusied o e Contoller/Chisf  Cosntroller of  Accoonis. The
J Ministries/Departments which have a Chief Conwoller of Accounts as well as a
7 Cenwoller of Accounts could also coasider entrusting to them some finance
. work, in consultation with the Financial Adviser."
B 429 In his Inaugural address at the Second Conference of Chief Congollers of
. Accounts, the then Finsnce Minister, Shri Vishwanath Pratap Singh, stated:-
) ‘
3 "I have noted the emphasis placed by the Controller General of Accounts to the
“ importance of closer involvement of the Accounts Wing in different Ministrics
) with the mainstream of departmental acliviies, I myself feel that no
) organisation, leave alone financial administration, can succeed in  an
“ environment of compartmentalisation and isolation of one wing from the other.
= I would like to consider what specific steps should be taken by Government o
“ bring about a fully harmonised financial administration in all departments of
= Government of India. The Managers of Accounts, who have the responsibility
- for creating a base for financial information, have to be fully associated with the
4 activities of the departments, particularly those relating o planning, budgeting,
= : expenditure control and monitoring,”
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430 It ts surprising that the directions of the Ministry of Finance have been
carried out'in a-very few Ministries/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 and that this has resulted in greater coordination between
the Accounts and the Budget wings. In the Planning Commission—and-the
‘Department of Atomic Energy also, the Budggt Section functions under ths
Controller of Accounts.

4.31 Most of the Ministriaé;/Depamnents in response to our Quesionnaire stated
that they felt that there was much merit in the Budget Section being placed under
the Controller of Accounts. A few however, had reservations on the ground that
‘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 Ministry of
Finance has been Izrgzly on account of administrative/cadre problems as in the
case of the Mergsd 2DO Schemie,

432 In hiz communication on  this peint to this Comunittee tho

Secretary(Expenditure) has siated as follows:

"In an ideal g5 w. Accounts and Budget are inséparable. There are, howsver,
practical ¢iffic "3 on account of current procedures for manning secretariat
posts. Peading & andamental review of the existing system, thz best courss
would be to o~ - va administrative measures whereby Accoonts fommations in the
Minisirizs and the CGA's office (in so far &s Budgst Division of Ministry of
Finance is coacamed) as ir:timmély and formally involved in the preparation of
Ministries' and Liaion Budget and subsequent monitoring of expenditure against
allocations. Such arrangemonts must be backed by formal precedures cailing
for consultations with Accounts Units at every siage of Budget preparation
including pijCCLiODS"Of;CaSh flow requirement and subsequent monitoring cf

progress of expenditure/realisation of revenue against such-projections.”

433 We consider that there would be great advantage in the Dudge!
Section being placed under the Controller of Accounts and progressively
manned by pers:anel froim the Accounts Department. On the one hand,
professional meanngzment of this important function would les® ¢ gy
initative in bringing about improveiments and greater receptivity to changs, On

the other, there would be increased coordination between the Accounts wing ana
the Budget Section. lu coursg of time the role of coordinating the preparation of a

"’0"3”7%@’7@000@”@0@””F‘"'W:‘Jf”":a@Oﬂ»@mnnnnnmmnnnnmoomnﬁc@

P
w b




d

Rt A

.
i

P

SRIRINPLE PP VR TP T A~ W % FER

Y U

7

PRV R

P

4

SRR Ry

i’iJj\

N

i

ARSI R RS RS AR SN TR

L

BV UL UCUOUY OO &G

33

meaningful Performance Budget should be taken up by a special group in lhs
Rudgst Secden which wouid work closely with the management accounts g:uup

in the Accounts Wing.

434 We do appreciate that i:ere may be administradve difficulties in bringin
the Budget Seciicns undar the supervision of the Accounts Orzenisaton. "But to

{1 (IQ

=4

:ndamental review of the exdstng system” referred to in the commurnica
from the Secremry(Bxpenditurs) may not take place for some dme. In e
meantime, half rmzasures cannot lead to efficiency. e would recommend,
therefore, that a clear time Zocund plan of action be adopied. In the fis:
instance, the Budget Sectons in all Ministies/Depautments should be placed
immediately undzr the Chief Conwoller/Contoller of Accounts. Therzafier,
within one year, al! 5{afT in the Budget Sections should be these borne on e
Accounts cadre. This would taks place either by replacement of exisdrg
incumbents (or filling of vacancies arising by retirements), by accounts personne!
or by permanent secondment of those among the existing incumbents who are
suitable and willing to the Acccunts Cadre. All Officers and staif should be
reguired to undergo special training on which recommendations are made in
another section of this Report. '

435 It has been suggested that it should logically follow that the Budge:
Division in the Department of Economic Affairs should come under thz
sucervision of the Controller General of Accounts. We do not agree that this
would be necessary or desirable. The preparation of the national Budget anc
work arising therefrom goces well beyond forecasts and monitoring of receipts and
expenditure, There is a considerable economic input and interaction with
Parliament, the banking system, natonal and international, and with the Statz
Governments. Traditionally, the Budget Division has been manned by officers
and staff, carefully selected on the basis of experience and ability from the
Accounts Services/Departments and undoubtedly this practice will condnue. 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
Contoller General of Accounts between the head of the Budget Division (Jt.
Secretary or Addl. Secretary) and the Secretary. We understand that procedurcs

-already exist for the flow of informaton 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 dated 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 quits
an appropriats agency for reviewing any financial progress stanamﬁnls received from the Public
Sector Unils...... 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 Unit.... It is cnly by stretching and
extending the functions of the Accounts Unit in this manner that the F.A. can shape it into & useful
managerial instrument and make the twin reforms camried out by the Finance Ministry (the
Departmentalisation of Accounts and the Integraled Financial ‘Advises Scheme) reinforce each
other.,

4.38 We are not awarg that any action was taken on an institutionalised basis,
to act on the linzs of this recommendation, but some of the Secretaries and F.As'
who met this Committee did menton instances of their having utilised ths
Accounts Units, or officers of those Units, on an ad hoc basis for particular tasks
with much satisfaction.

4,39 In response to our Quesionnaire the Secr:tary(Expenditure) has stated: "1
agree entirely that arens of responsibility of ICAS Odicers working in cadre posts muz: be
significanly enlarged to make the best use of their specialisation and experience... In
determining specific aress.... the objective of ultimnte integration of ail finance adininistosion
functions should point the way for gradual enlargem=nt of their work contenl.... {the) Accounls &t
up in various Ministres is a vital component of financial administration, Every step 1o remove
their isolation from the mainstrean...., o enlarge their responsibilitics and to heighten thelr maoris

would be in the best interest of financial administration.”

4,40 We have also been greatly impressed by the evidence given to us by some
of those who met the Committee, in particular Shri R.R. Gupta, former
Secretary(Expenditure) and Shri Badal Roy, former Secretary(Labour), to the
effect that the optimum utilisation of the accounts cadre and the accountiny data
they compile, could bedt 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 pointcd out to us by several witnesses that the
vreasure of work on the Financial Adviser and his deputies on the Finance side
was $o great that there was a tendency to neglect the monitoring function, i.e. the
emphasis was predeminantly on work relating to examination and clearance of
proposals/schemes and projects leaving insufficient time for follow up, review

and evaluation, .

441 It appears to ug that this is an area of work for which the scoounis
cadre with links to the Accounts Wing and the Budget Section wouid be

functioning of departmental opd

grant receiving bedies including appraisal of direcily funded
schemes;

(<) analysis of financial data provided by PSUs;

(d) release/obtaining approval for release of funds to Public Sector
Undertakings and cther bodies;

(e) ccordination of MIS, installation, maintenance, updating;

{ specialist accouniancy services as may be required e.g. for

velting of cest esitmales, pricing studies, viability studies etc,,

with reference to accounting data on other/previous projects;

() cecordination of disposalffoliow up action on audii paras,
queries from the C&AG or infernal audif, PAC/Estimatas

4

Coemmittee/Committee on Public Undertakings reports.

4.42  We believe that the handling 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 frained, would lead to the demand for information

systems and management accounts and thus prepare the ground for the

- intreduction of moedern management techniques.

4.43  In consideration of the responsibilities proposed to be placed on the Chicf
Controller/Controller of Accounts, we consider that it would be appropriate tc
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 imporant

psychologﬁ'cally and it is necessary that a designation should describe as

accurately as possible the funchon being performed. We consider that the
designation of Financial Controller would greatly help in bringing the accounts

organisation into the mainstream of the work of the Ministries. The Finaucial

Controller will, however, continue to function under the supervision of the

Financial Advicer of the Ministry/Department.

L.  INTEGRATION OF FIELD OFFICES

4.44 The discussion in the preceding peragraphs has related to the intcgraton
of the Accounts organisaton with the work in the Ministry., It is equally, and
perhaps, more important that such intzgration should take place down the ling, in

the ficld formetions, s #s to promote the use of accounts as & toni of

PManagement at all levels.
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4.47 The Advisory Committee (1979) in iis report on the introduction of MIS
in the CPWD stated as follows:

(a) "The departmentalisation of accounts in the CPWD has made litle
difference in the accounting system or in the relationship - functional

and attimndinal - between the accounts and the exegculive,”

(k) "In the resull, the accounts organisation continues to function as an
external agency preoccupied mainly with compilation of accouns,
whereas parallel records are maintained by the executive 1o meat their

requirements,”

4.48 The Advisory Committee recommended that the Zonal PAO should report
to the Chief Enginesr (CE) for day 1o day administration and should alsc funcdor
as his F.A. Similarly the CA (CPWD) should function as F.A. to the DG (Works)
and repert to him for day to day administration. The existing posts of Finance
Officer attached to the CE's and DG(Works) would be absorbed in the accournits
organisaticn at the appropriate levels.

4.4%  The Divisional Accountant in the office of the Executive Engineer (EE)
reports to EE and is part of the divisional staff although he belongs to the cadre
controlled by the CA. What was recommended is a similar integration at the level
of CE and DG(W), with cadre control remaining with the Controller General of
Accounts,

4.50 The Commiitee endorses and reiterates the recommendation of e
Advisory Committee and urges early iinplementation, The Comunitiee al:o
endorses the recommendaiion uf the Advisory Committee that in the new set
up the CA/PAQ should be redesignated as FA&CAO and Asstt. TA&CAD
respectively.

4.51  We have not examined in detail the situation-in the other Directoratss
General. But we recommend that, muwtatis mutendis , the same principles
should apply and the accounts organisation should be integrated in the cther
Directerates General or any similar organisations,

452 The Integration, we recommend, would lead to savihg in time and
effort by dispensing with the maintenance of parallel sets of records and in
maximising the utility of computerisation, The Accounts organisaton would
be closely involved in monitoring and budgeting and would respond with e duia
required for this purpose and for developing the information systems.




38

M. MISCELLANEQUS ACCOUNTS UNITS

4.53 There are certain units in ths Government where accounts have been
maintained departmentally even before the separation of Accounts from
Audit in 1976. "The personnel employed for this work are mainly drawn from
the Central Secretariat cadre and do not have any formal training or
qualification in accounts. We have not examined the working of these units and it
is entirely possiblc; that they are functioning satisfactorily because of the
xperience of the persons involved. However, since there are, since-19735, in-
hiouse organised Accounts cadres, it docs seem appropriate and desirable
that the persons working in those units should be absorbed in the Accounts
cadres, if willing and suitable, so that they may have the benefit of the guidance
training and variety of exposure which then becomes available. SxmLJtaneousIv,
th= inductdoen-of qualified and experienced officers and staff from the Accounts
cadres into thzee sactions will surely open the doors to modernisation and closer
integration of Accounts with Managemsnt. It is possible that there will be cadre
pioblems as in other areas, in giving effect to this recommendation but we urge
that thesz should be overcome end a time bound programme adopted for
implementesion. The seciiong we Lave i mind are listed below but there may

=z others 1o which the same principle should apply:

@) (Controlier of Aid Acccunts and Audit in the Deparmment of

Economic Affcirs;
(i) Director of Accounts, Department of Fertilizers;

(i)  Fertilizer nduzigies Coordination Committee (A/cs Wing) in iha

Degparntment of Fertilizers;

(ivy  Accounts V/ing in Para military organisations in the Miniszry o7

Tiome Affairs, i.e. BSF, S?, ITBP;
) Accounts Wing in Special schemes in the Cabinet Secretariat.

vi)  Accounts Wing of Directorate of Audio and Visual Publicity.
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CHAPTER V

INTERNAL AUDIT

A. EXTERNAL AND INTERNAL AUDIT

5.1 "External” and “Internal” audit are terms which have originated in the
corporate 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 other hand, is generally conducted by
employees of the company. Internal audit is intended to serve the Management.
In the early years, its role was mainly the detection or prevention of fraud. Later,
it was seen as a means of reducing the load on the external aunditor and thereby
also reducing the fees payable. But increasingly, in western countries and in
Setter managed companies the world over, internal cudit hos moved beyond
merely ensuring "compliance” to "serving management's need for an
informed, independent review of operations,” Such audit is variously termed as
“operational”, "management”, "efficiency-cum-effeciveness” and “value for
money " audit.

5.2 In Governments, the supreme audit authority (by whatever name
designated), usually a body independent of the executive, is the statutory or
“external” auditor and reports to the Legislature. Departmental (or internal) audii
is also conducted. But the scope and nature of audit carried out by the "External”
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 (GAQ) 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 GAQ 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,

i L e 2 b st i
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54  In Canada, "comprehensive auditing” has bzen introduced wixe DY
programme evaluation is carried out by Departments and "monitored" by . he
Auditor General on pehalf of Parliament and the Comptroller General on beha

of the Execurive,

55 In Sweden, the National Audit Bureau concentrates on effectiveness audit

whilc financial audit is left to internal auditors.

5.6 In the U.KX,, the Comptreller and Auditor General reports to.the Parliament
on the efficiency and effectivencss of the Governmesnt's programme. But
departonental reviews are also tarried out intensively. The Ministry of Defence
has created a Directorats General of Managerasnt Audit bringing together

roanagement services, siatf iaspecdon snd internal audit and uses wixed

discipline tzams 10 review complex issues.
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the Internal Audit Units in the Ministries, there are two 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 be summarised as follows:

) Checking of initial accounts maintained in the executive offices to
ensure compliance with rules, regulations, systems-and accounting
precedures.

(i) Study of accounting procedure to ensure their correctness and
adequacy. ‘

(ili)  Ensuring that the procedures so prescribed are implemented in

Spirit,

(iv)  Scrutiny of check of payments and accounting done in the Pay &
Accounts Offices.

) 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 puidelines 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 undertake propriety audit and
review of schemes. There 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/Departments have,
however, put forth the view that the scheme of Departmentalisation of Accounts
does not envisage the undertaking of propriety audit or efficiericy audit and that
Internal Audit cannot oversee and sit in judgement over the Financial Adviser and
Secretary of the Ministry,

5.13 The CGA in his written reply to the Committee has stated as follows:

"The structure of Internal Audit, though very important, hag
not received the attention it deserves. Ideally,-Internal Audit
hshould b2 a strong instrument in the hands of Secretary of the
Ministry to ~nsure that high siandards of financial norms are
being followed and infractions are-attendsd to as soon as these
are notized so that statutory Audit has little work left to do, In
practice, however, the staffing and supervision is very thin,
limiting the performance of internal audit. However, all
cfforts are being made to strengthen this important arm of the
Accounts Office. Head of the Ministry should take greater

interest in the work of internal audit”

5.14 Some of the Ministries were requested to furnish copies of the Inspection
Reports issued by the L.A. Wing for examinaticn by the Committee. A perusal of
these reports received from 9 Ministrics/Departments indicated that, by and large,
they brought out cases of fzilure in observing financial rules and regulations,

incorrect application of service rules and errors in the maintenance of Casiy

Books, Stock Registers and evaluation of tenders.

5.15 In oral evidence the Adviser(Budget), Ministry of Railways and Finarncial
Adviser, Ministry of Defence had stated before the Comouttee that Internal Audis
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
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commented upon in the C&AG's Audit Report placed before Parliament. There
had, however, not been any comment on the internal audit inroduced with the
departmentalisation of accounts in other Ministrics 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
account_funcdons and for internal audit in the Central Ministries/Departments in
1976:

Staff sanctioned for Staff sanctioned for

payment and accounting Internal Audit

functions

Group "A' "B ] Group "A’ B c
185 382 8281 18 51 129

5.17 We have been inforimed-that there has been no iitcrease sinice 1876 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.
I3 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 the 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 quality
of internal audif. 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 audit zre unacceptably low. It is significant to note that the
objective of relieving the C&AG of routine audit has not even been

attempted. Over the last 14 years, there doss not appear to have been much

reduction in the scope or quantum of audit carried out by the C&AG.

520 While in all aress, the quantum of audit is inadequate, it has been brought
10 our notice that a very large number of our Missions ebroad have not bezn
audited for over a dzcade and some never at all, Internal Audit of the Missions
was introduced conly in 1986. Since then, only three Missions have been
audited (May, 1990). The intemal audit has brought out serious irregulariiies in
the maintenance of cash book, inventory of dead stock, hiring, repairs and
maintenance of buildings etc.

521 To compound the gravity of the situations, as mentoned earlicr in para
4.53 supra, we understand that many posts in our Missions senciioned for
Accounts personnel ers aclualiy held by persons without any training or
experience in Finance or Accounts. Many of these Missions have large budgsts
covering pay and alloweznaes, rentuls, resairs and maintenance, entertainment and
hotel bills, travel, purchase of housziold and office furniture, equipment and
supplies, etc. There should be no hesitation in ingurring expendifure on audit
of thess Wissions cormmensurate with the magnitude of the expanditure to be
sudited. We recomimand that the Depariment of Expenditure should ioci
into the question of emsuring edzguaie sudit of the expenditure incurred
abroad.

-

522 "During discussions with the C&AG and his officers, this Committes
was informed that it was certainly ihe intention o adjust the guantom of the
C&AG's andit in the light of the adequacy and quslity of interral audit as
had been the case in the Railways and Defence Ministries, This iz, indsed, as
it should be. It is for "external” audit to evaluate the degree of reliance that may
be placed on the wotk of internal audit and thereafter to seek to optimmise the use

of audit resources, both external and internal.

523 This Committee has not seen any evidence of interaction-between. the

Government and the C&AG on this matter. It is recommended that there

should be & phased expansion i the scope and quanter of internal audit (©
all areas now coversd by the C&AG's regularity-cum-propriety audit and in
particular loczl inspections. It is true that this will involve an increase in
staff but this would be matched, over a period of time, with reduction in the
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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 made
be reviewed from time to time. While, of course, the pace of reduction in the
quantum of audit by the C&ZAG of India will be entirely in his discretion, we have
no doubt that the C&AG will be strongly supportive of the attempt to strengthen
internal audit and to optimise the use of audit resources.

5.24  Whilz the range of convendonal internal audit would be increased in the
manner recommended, it is necessary to consider the role of internal audit vis-a-
vis the management. Internal audit is essendally a service to management and
must be regarded- and accepted as such. It performs this role by providing
analysis, appraisals and information which assist management to function more
effectively.

5.25  The CGA and some others who gave evidence to the Committes have
been dissatisfied with the attention given to Internal Audit by the Sccretares of
Miniswies. Tae Cominittee feels that, to a great exient, it is for Internal Audit
to "zeli” izelf to management. The scope of audit hitherto has been limited and
it is not surprising that the reports on instances, or even a series of instances, of
deviatons from rules and procedures have not aroused much interest. It would be
necessary to indicate how such lapses arise whether from a weakness in the
system, chronic failures of supervision or lack of integrity, the possibie
consequences and remedial action. The guideline of the C.G.A. 1o Internal Audi:
i5 that "Oaly facis should be mentioned and inevitable conclusions drawn... it is for the
administrative authorities to take action.” This may be appropriate for external 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 io
internal audit and still less to the F.A, whose function it is to present audit
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 developmen? of
systems so as to ensure that adequate internal controls are built in ab initio.

Intensive training is required. Indeed, it is said that the Auditor's understanding
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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 stditors will need to be located in ezch Ministry in
the Internal Audit units. In addition, it is recommended that an Expert
Group be established in the CGA's office which will be associated with the
development of systems and which will lny down procedures to be followed
by Internal Audit parties 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 with the expansion of conventional audit, serious
consideration needs to bz given to undertaking audit of efficiency and
effectivensss.” It must be appreciated that scrupulous compliznce with all

AT W 1, . , ! . :
prescribed procedurss dess not ensurc thot resources are economicelly or
efficiently deployed nor that the expenciture is affective in the szns= that the
desired objectives are achicved.

5.29 rer the last two decades there hag been a ssz change in the nature of
reoorts -emanating from the C&AG “There is much greater emphasis on the revisw
of schemes than on individugl trensactions. This is in tunc with the direction of
audit in many other countries briefly referred to earlier in this chapter. But the
undertaking of such audit by the "external auditor” 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 availablc rmuch after the event. Cn the contrary, Intzrnal Audit,
intensively-and-continuously undsrtaken in-house, is supportive of manzgement,
is constructive and has as its purpose ‘the promoton of efficiency and
effectiveness in the organisation by timely remedial action. The Internal Auditor
is critic, counsellor and agent of change.

530 This Committee hins given much thought 1o the guestion on how such
‘efficiency audit may be organised and come to the conclusion that it will be
necessary gradually to build up the capability to conduct such audit
meaningfully. The work should be entrusted to a few teams who-wonld take
up ~selecti‘jely examination of schemes, operations, institutions and systems
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(including systems of taxation) based on a programme agreed periodically with
the Ministries. These teams should be set up in the CGA's cffice under the
overall whole time supervision of one of the existing Addl. CGA's. While
general accounts will be the principal discipline these teams must be muld
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 rcasons'why the centralisation of this type of audit is
recommended. Firstly, availability of experienced officers with the appropriate
apttude will necessitate starting with a few teams only. Secondly, it would be
desirable that the efficiency audit team is independent of the Ministry/Department
whose schemes are to be reviewed. Thirdly, it will be easier to organise inter-

Y

disciplinary assistance centrally. And finally, it is essential to provide a kigh

leve!l expericnced leader for this audit who could give it his undivided attentiorn.

5.32 While the Committee is convinced that efficiency-cum-effectiveness andit
must be underraken, it is conscious of the fact that several initiatives in the past in
areas such as O&M and programme evaluation have not fulfilled the hopes with
which they were siarted but have left behind organis:ﬁc;ns which go through the
motions but make little contribution tc efficiency. There 1s, therefore, need for
caution, for careful selecion of personnel, for organising appropriate gaining 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.
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CHAPTER VI

TRAINING

A.  NATIONAL INSTITUTE OF FINANCIAL MANAGEMENT

6.1 Improving the utiisad on of Accounts personngl in gppropriate arsas as
recommended in this Repori end initiatives to modemise financial management
will not be successful unless supponed by an adzquate waining programme. The
Government have glready decided o set up & Nationo! Instituie of Finzrncizl

Riznzgement (NII'hi) to prav;.cz.e inductien: eng in-gervice {reining fo the

Faad - £ogr . T . Y7 z am T f & o~ A A YR E
officers of the Group "A' Accounts Servisen. I is expected thel the NIFM

bh-:h - 55 thm RITHRA bin
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AT Conient n dsparimentel 1stmgons which wes
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evoived esvemsl decsdes sgo to cater (0 the nesds of thal
pariod har no!l undipons eny sirnificant wensizmeton over
the vears. Whils meining of this nemire is essentiz! foz dealing
with dey o doy rowines of v depertments, expanisace has
shown thar it {8 inadsquats o prepare  officers  for

P ] 10 - 0 . b < ap pELT
respansibilitizs of kigher finoneisl menaganient. Ovwer the

vears, the pressst taimung pattemn has kot sdme of i
effectivenzss.  The insdequacics surfsce most prominenily

when olficers are entrusted with financial sdvisory funcdons

and oiter execudve responsibilities.”

6.3  The detailed Project Report on the establishment of the MNIFM providas for

tar
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2 ang yoar inlenaive nducuon PIOSRLIG for now recnuits in fnence ard

accounts before they are exposed to the routine of deparmmental procedures. The

induction programme will Include courses in Cost and Managenment Accounting,

Computerised Accounts and Audit, and Systems Audit. A high level] of computer
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familiarity 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-terrn refresher courses and intensive reorientation programmes are
also planned in NIFM for in-service officers. A special course will be organised

for those promoted to the Group 'A’ Service.

E.  UPGRADING OF EXISTING SKILLS

6.5  Undoubtedly, the new pattern of induction training will produce 2

ceneratdon cof young officers appropriately qualified for the tasks that lie shead.

..
o

(o]

"y

But in our view, the need of the hour is the reorientaticn and upgrading
the cicills of the officers aiready in service. Unless this is achieved effectively

and rapidly, the mocdemnisation of financial management will be a slow and

frusoating rrocess, despite the qualification and raining of the new recruis, We

would, therefore, recommend that the NIFM should crganise speciai

—

intensive courses particularly in subjects such as Cost and Managemen
Accounts, Information Svstems and Computer Applications for in-service
officers so as to cover the whole Group 'A' cadre (including those i the
seniormost levels) within the next three or four years. It may also be useiul if

NTFM could generate 'self-tutor’ material so that in-service officers may

supplement and/or prepare themselves for classroom instruction in NIFM.

C. TRAINING OF SUBORDINATE CADRES

6.6  The inifiative to modernise the curriculum for the Group 'A" Services
comes not a day too early. But it is dismaying to note that not much thought
seemns to have been given to modernising the training of the subordinai«
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 1¢ 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 with that of the

Group 'A' Services, we shall be attempting to build a modem edifice on

crumbling foundations.

6.7 We recommend that the CGA should immediately set up 2 Staff
Training Institute at 3 central location. The main functon of this Insdwte

would be to:

1) provide training to JAQ (Civil) Apprentices to be recruited under
the revival of the scheme as rccomm-:nded by us in Chapter VII.

(i) - conduct refresher and reorentation courses including courses in

computer svsiems and audit, for in-servicé JAOs and PADs.

(iii) develop troining marerial for courses to be run at other centes for
those preparing for the JAO (Civil) Examinadon and the
epartmenial Confirmatory Examination.

(iv)  provide functional supervision and guidance to ths waining

facilities being set up at other centres. ”

6.8 We would particularly emphasiss the need for appropriate induction
training of new entrants to the Junior Accountant cadre. These entranis are
graduates of diverse discipline and it is unreasonable to expect them to pick up
intricacies of accounts, audit procedures, service rales etc. on their own. It is also
wasteful and inefficient that these new recruits should take several years to clear
the Departmental \,onﬁrmatory Test, since this is the index of their capability ic

Ey

107 ‘VL h thPL ‘1‘ buﬂ“ X“M“fed. vg“v‘;’

perform the work

3

recommend that in addition to the Central Staff Training Institute, faciliiics
should be organisad for conducting training classes in a Civil Accounts GiTice

at all locations where there are concentrations of accounts staff such as Delhi,
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Bombay, Caleutta, 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 these preparing for JAO (Civil) Examination conducted by the
CGA. The basic training material for these regionzl training courses should
be prepared by the Central Staifl Training Institute which should also ensure

adequacy of the training imparted in these training classes.

D. EXCHANGE SCHEME

6.5 Apart from trzining, there is need also io develop experience. The ICAS

cadre was initunlly constituted by the absorpion of officers from the IA&AS.

These officers had alrezdy acquired wide experience in the Cengal and Stat
Gevernment zudits and in assignments on deputation to a variety of organisations.
WA

Many of these oificers have retired and others are reaching the end of their

car=ers. Many cf thosz who were direcily recruited to the

€3]

ervice after 1976

kave had little experience other than in the Secretarizi, The Commitiee
considers this to be 3 weskness which must be remedied as early as paossible.

6.10  Thers had been, and sdl is in a small way, a schems of exchange of
officers between the Accounts Services for short assignments of about three
vears. During its mesting with the C&AG, the Committee had found him to be

quite receptive to the idea that the scheme should be revived.

6.11 Tihe Committee recomniends that officers of the ICAS be seconded
under this scheme tc posts in IA&AS, IRAS, IDAS and IPF&AS. We would
emphasise that opportunities should be sought for posting in areas such as
Commercial Audit, Revenue Audit and Audit of autonomous bodies and in
the financial management of departmental industrial establishments such as
'Railway and Decfence production units, We believe that officers of the other
cadres who are seconded under this scheme to ICAS cadre posts, the

responsibilities of which have been enriched in the manner recommended in this
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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 Centrél 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 providsd
by our own public sector. The cofficers of Group "A' Accounts Services can
play 2 vitel role at appropﬁatc levels in the Finance and Accounts divisions of
public sector undertakings and experience gained can be of great value in
their jebs in Gevernment, Likewise, it would be edvantagazous to induct some
officers of Finance and Accounts divisions of public ssctor underalings at
appropriate levels in Government on tenure basis.  We would. thersfore
recommena thet oificers ¢f Accounts Services should bLie depuied to public
secter underiakings for & specified tenure and the immediate absorption ruis
should no¢ epply tc them angd that there sbo 11d be a corresponding arrangement
for ~deputadon__cf public secior undertr_;:mgs officials o Government.

Opportunitizs for widening experience chould also be spught through
secondment ¢ non-corporate autonomous bodies, State Government
Undertakings such as Eleciricity Boards and to posts in the Union Terriicries
(such as Director of Treasuries). Apart from gaining experience in such posts, we
have no doubt that cofficers of the Accounts Services would be able to make

commendable contribution in such assignments.

F. RESEARCH

6.13 Closely connecied o maining is research, The NIFM Project Repor
provides for research to be undertaken to "focus on areas of practical udlity 1o

Government Depariments”. The Committee recommends that the NIFM be
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requested fc take up, on priority, studies of aspects of introduciion of

management accountancy and information systems 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 structire 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 and recommend

measures for effectively achieving the objectives.
A. DEPARTMENTALISED ACCOUNTS ORGANISATION .

7.2 After the szparation of Accounts from Audit, the organisation of the
Controller General of Accounts was sat up under the Department of Expenditure,

Ministry of Finance, to deal with the following:-

@ Genera! principles of Government accounting relating to Union or
" State Governments and form of Accounts, and to frame or revisa

ruize and manuals reiaang ihereto;

(i1) Reconciliation of cash balances of Union Government with
Reserve Bank in general and, in particular, of Reserve Bank
Deposits penzining to Civil Ministries or Deparmments;

(iii) Oversecing 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 Summary Civil
Appropriation Accounts) showing under the respective heads, the
annual receipts and disbursements for the purpose of the Union

Govemment;

) Administration of Central Treasury Rules;

(vi)  Co-ordinatdcn and assistance in ths ingoduction 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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(vili) Organising of training and examinations for the Central Civil
Accounts staff belonging to Group “C' and "D'.

7.3  The Contolier General of Accounts is the highest cadre post in the Indian
Civil Accounts Service (ICAS). Prior to separation, the responsibility for
prescribing the form in which the accounts of the Union and of the States were to
be kept was that 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
Consttudon (42nd Amendment) Act, 1976 cof 10th December, 19756

"The accounts of the Unicn and of the Staies shall be kept in
such form as the President may, after consultation with the

C&AG of India, prescribe.”

Thers has been a further amendment of this Aricle by the Construton (44th
Amendment) Act, 1578 of 30th Apsil, 1979, and the Article as emended reads as

follows:-

"The accounts of the Union and of the States shell be kept in
such form as the President mav, on the -advice of the

Comprroliler & Auditer General of India, prescribe.”

Thus, while the advice of the C&AG is still required in regard to the form in
which the accounts of the Union and of the States are to be kept, the primary
responsibiliy for prescribing the form of accounis and for framing or revising the
rules and manuals relating thereto is that of the Contoller General of Accounrs,

ter the departmentalisation of accounts in 1976. The Controller General of
Accounts is thus the principal Accounting Authority of the Government of India
and the State Governments. The Secretary of each Ministry/Deparunent of the
Government of India is the Chief Accounting Authority for that Ministry and he
discharges this responsibility through and with the assistance of the Financiai
Adviser. The Financial Adviser is assisied by the Chief Controllers/Controllers of
Accounts of the ICAS for his accounting responsibilities. There are over 430 Pay
& Accounts Offices in different parts of the country who are responsible for
making payments in respect of the various offices under the Central Civil
Minismies/Departments  and they function under the Chief

- Conmrollers/Controllers/Deputy  Controllers of Accounts of the respective

Ministries through the Principal Accounts Offices at the headquarters 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 up inclyding internal audit is

that of the Financial Adviser of the Ministry/Department which ke discharges -

through the Chief Controller/Conmoller of Accounts/Deputy Controller, as the
case may be. While Group 'C and ‘D' staff are bomne on the decentralised cadres
of the respective Ministries/Departments, 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’ Cenrral Service, recruitment to
which is made through the annual competitive examinations conducied by the
UPSC. This Service was constituted on 1st April, 1977 with a cadre strength of
163. At the initial stage, officers from the Indian Audit & Accounts Service were
appointed by transfer to this Service. Subseguently, the posts have been filled up
by annual direct recruitment, permanent absorption of scme officers of the
Accounting Branch of the Air Force and by deputation, etc. Ths recruitment rulss
also provide for filling up 33-1/3% of the vacancies by promotion . The present

.

cadre swemgrh of the L _AS efter the tiree cadre revisws carried out sincs its

-~

consgrution is as foliows:-

No. of posts

1. Conrroller General of Accounts 1
2. Addl. Ceniroller General of Accounts 4
3. Senior Administrative Grade 22
4. Junior Administrative Grade including

Selection Grade * 35
5. Senior Time-scale | 70
6. Junior Time-scale 15
7. Deputation/leave/training/probationary

reserve 56

Total 203

»:"sﬂ")@nrhr)rp‘ﬁy‘)nnﬂﬁnﬁfhr)ﬁf)fb

AR BEAN

i

i

9

S Ve e

™ g

EL R Ve
\”“.‘”f‘“‘f‘»(‘*‘"‘ﬂ‘f‘hnrmqu\

i

TN BN GF R B S A T R ETT) ST OV ITT BTN I P PR prmw peep sy prewp e s e
[0 I SR AR RS NI R B A S

E

/




>

B

gt

it

5

s

P R ST Rer: JT

LN BT e b e

S G UL U0 0O

o ¥

vi ;.

'

)

)

I IEN;

'1.

57

7.5 It has been represented before us that members of the Indian Civil
Accounts Service are entrugted with 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 that as in the Railways, there should be
an integrated financial and accounting set up in each Ministry and the members of
the Service should be entrusted with this responsibility. We note that the Yardi
Committee had recommended that there should be a separate Service for manning
the middle and senicr levels in Finance, Accounts and Internal Audit in each
Minisgy/Department.  It, however, appears that the Service was constituted

mainly to assist the Ministries/Deparmnents with the responsibility of

compilation of accounts after the separation from audit. This is
Del,xarmenf.alisation of Union Accounts (Transfer of Personnel)

bome out by th
Act, 1976 (Annex "I') which refers to the transfer of officers of IA&AS to the

r~

new Service for the purpose of facilitating efficient discharge by the Ministries of
the recpensibility of compiling accounts. In fact, in a subsequent D.O. letter dated
4th May, 1981, from the Secretary, Department of Expenditure, to ail the
Secretaries in the Central Ministries (Annex "L'), it was suggested that in order to

f the experience and experuse of the officers of the ICAS, the
budgzt work and some finance work mey oe entrusted io ihe membzrs of the
Service in consultation with the Financial Adviser. It was also suggested that
internal audit should aiso be put completely under the control of heads of

Acccunts COrgenisadens.  The overall responsitility fer Finance, Budges,

B

Accounts and Internal Audit was, however, {o continue to be with the Financi
Adviser. While internal audit has now been made the responsibility of the
Accounts Organisation in the various Ministries/Departments, the suggestions for
entrusting the budget and some finance work to them remain unimplemented in

most of the Ministries/Departments.

7.6  We 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 bome
on various cadres and even CSS Officers above the rank of Under 'Secmtary were
promoted on fitness basis to those posts. In his written reply, the Establishment
Cfficer stated: "The present thinking is that if a post is to be operated under the
Central Staffing Scheme, which is the present practice in reAspect 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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77  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:

(@) "The existing arrangement of comparimentalisation of Finance and
Accounts shoiild give way to complete integration of financial advice,
budget and accounts functions at all levels. Such an intapration will
not only improve the quality of financial administration in the
Ministries but would also lead to savings through reduction in

manpower,

)] Keeping, howsver, adminisprative difficulties in mind, integration of
financial administration should be undzrtaken in phases.

(3] To start with, all posts upio and including Deputy Secretary/Director
level should be taken out of Central Staffing Pattern and mezrged into
the Civil Accounts Department. For posts of Financial Advisers a1 Joint
Secretzry and Additicnal Szcretary levels, however, the following
difficulties will have to b= taken into account:- |

1j The seiccdon process for posts at these levels should continue
to be rigorous,

i) interests of other Services for Central deputztions gt thess
levels will have to be kept in view,

iii) The ICAS is, at present, not in & position to provide sufficient
number of officers to man all the financial edministration
posts at these levéls,

(d) Accordingly, phasing of integration process in respect of JS and AS

Ievel posts will have to be carefully thought over and implemented over

a period of ime.”

7.8 The Committee has separately recommended in Chepter IV of this report
greater involvement of the members of the Service in the acdvities of the
Ministries/Departments and also an enlargement of their areas of responsibility so
as to make the best use of their knowledge and erssricnoe nor only for
compilation of accounts and intemnal audit, tui alse for financial advice and 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 Secretary(Expenditure). It appears to us that the
difficuldes mendoned in inwgrating the posts at the 15 and AS leveis also apoly
to posts at the Director/Dy. Secretary level. In pardcular, it would be essential to
secure reascnable opportunity for Officers of all the Accounts Services 1o serve in
posts of Director/Deputy Secretary which experience is necessary to make them

eligible for consiceration for appointment o posis of Financial Adviser.

7.9 Keeping this in view, ihe Commities rzcomamends that 2/3rd cf the

g “rr 2 g careany e ey 317 - P 4 wy ik Ta®
Service ard the remeining 1/3rd  shevid be kept available for sullable
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officers belenging to sther orgenised Accounts and Group "A' Servic
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Sutject 1o this recommendation, we  wzicoms 12 proposal of
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in the Finonce and Aggounis Deportmenis %o 2 sulichle regliceation of dutie
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7.10  Fumher, the nrcgration will have 10 b2 done also for posis below the level
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of Undar Secrefory in the Sinonce Division which are moestdy encadred in the
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Cenmel Secrstarizt Services, YWe recommend thatl these posts shouid beceme
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part and parcel of the Civit  Accounis Organisation in ali
Liinitiries/Damariments ovar a nering of ¢
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7.11 It has been brought 10 ovr notce that at prasent in eight Ministries, the

et

icaded by the Chief Controiler of Accounts, who is in tine
scals 0§ that of a Joint Secrotary. In these Ministries. the FA'sare
hie Joint Secretary and, i‘.’:ere?ore, the CCA has to report
to zn cificer who is of his own rank. In many cases, the FA may even be junicr
io the CCA. The Commitice considers this situation administratively
ible and also 2 waste of high level manpower. The Committee feels
that wherever this situatdon arises the obvious and economic solution would be
to combine the posts of CCA and FA.

- 7.12  Apart from increasing the areas of responsibility of ICAS, it is also

necessary that the Service should be effectively udlised for the purpose for which

it was coneututed.  The scheme of Departmentalisaton of Accounts is nct

%

restricted to the Ministries/Departments at the Cental Secretariat but is equally

v

applicable to the various offices under these Minisiries 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 personne! are working in PAOs outside Delhi. While this is the pattern
of distribution of the departmentalised accounts organisation, the distribution
of cadre posts of ICAS which is expected to provide administrative and
managerial supervision and guidance to the Accounts set-up is quite different
We find that out of the tctal cadre strength of 147 posts (exciuding reserves),
only 18 posts are sznctioned for operation at places outside Delhi s per

details given below:-

(1) SAG level 3
(i) JAG level 2
(iii) enior Tims Scale level 13

The Yardi Committes had visualised that the zitached and fiz1d formations of the

Ministry should be sub-gdivided into Accounts circles comresponding o viable

operational fors . .cus. Zach Circle was to have e piveal rele and bs under the
charge of an Officer of appropnate siatus who would cary out atcounts

inspections, render financial edvice to the executive zuthontiss in the
assist them in finencial conrol and pericmmence appraisal. In fact, the Accoun

Circles were to serve as the forward base for internz! audit operations.

7.13  We thinl that in ordsr o fulfil its management accounuang role, the ICAS
should not only cater to the requirsments at the headquarters of the
Ministries/Departments but 2lso the fieid formations under them as envisagsd by
he Yardi Committes. For this purpose, it is necessary that officers at senior and
other levels should be positioned in different regions s¢ as to effectively supervise
the functioning of the PAQOs and the Internal Avdit Crganisations and also beina
position to provide accounting and other advice which the local execuiive officers
may require, We have separately recommended that the CGA should be snmusted
with the responsibility of efficiency audit of projects and schemes in consultation
with the respective Ministries. In this respect also, it would be desirable if the
knowledge and expenence of the ICAS officers availeble in the differsnt
regions/areas is fully uilised. It is also necessary that young officers jolning 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 carcer advancement that they hold independent charge of offices
outside Delhi so that they can be groomed for positions of higher responsibility.

7.14  Taking into account the existing distribution of the PAOs under different
Minisuies/Depamncnts, we recommend that there should be a re-distribution
of posts at the SAG/JAG levél s0 as to provide close supervision of the PAQs
in Western, Eastern and Southern regions, and of Internal Audit and for
rendering advice to the executive officers in these regions. We also recommend
that wherever there are three PAOs or more wunder any
Ministry/Department at any station/Siate/region, these should be placed
under the charge of an ICAS officer st the senior time scale/Junior
Administrative Grade level who would be responsible for their efficient
functioning, internal audit and cther responsibilities. e hope that this
decentralisation, will be a step in the direction of better fulfilling the role
envisaged for this Service,

C. CONTROLLER GENERAL OF ACCOUNTS

7.15 It has been urged before us that the Controller General of Accounis who
is the Head of the ICAS and is the Principal Accounting Authorily of the
Government of India 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 2 pay of Rs.3,000/- (fixed), then applicable 10 a
post in the rank of Addidonal Secretary. Subsequently, on the recommend=ztions
of the Fourth Centzl Pay Commissicn 'which examined the dutes and
responsibilities of various posts under the Ceniral Government, the pay of ihz
C.G.A., whica is the highest cadre post of the ICAS, has been fixed at Rs.7.600/
(fixed). Suvbsequent to the Report of the Fourth Pay Commission and as a resuit
of cadre reviews, thers are now 4 posts of Addidonal Conmoller General of
ccounts 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 responsibility 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
accountng policies and principles on the basis of which various accounts shall be
prepared. He is also responsible for administering Article 283 of the Constmudon
relating to the payrnent and withdrawal of monics into and from the Consoiidated
Fund, the Contingency Fund and the Public Account of Iudia. The Commiues
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expects the CGA to play a very active role in the development of Managzment
Accountancy and Information Systems in the Ministries/Departments. We have
also recommended that efficisncy-cum-effectiveness audit should be undertaken
under his supervision. The CGA is responsible for cadre management of Groups
“A' and “B' Civil Accounts Service. We have recommended that he should also
take on the responsibility for cadre reviews and regular training-of Groups-C and
D staff. To enable him to discharge these responsibilides effectively, it is
essental that he should have a status which will enable him to interact with
facility at the highest level in the Ministrizs/departments. Taking into sccount
the existing ra;pnnsibiiities the expznded role which vwe envicege for the
CGA and the relativities within the organisation itself, we recommend that

the post of CGA should be given the pay and status of ex-cfficic Secretary to

the Government of Indiz,
D. RCMOTICN QUOTA FOR GROUP "B' OFFICER

7.17 In regard to ths smucwre of the S:rvice, the existing
provide for 1/3rd of the vacancies in e veer being filied by promotion. It hes baen

PO BN T L. meme B TA ame S o § % H 3av} PR 3
represented by the Pav & c.coounts Uficers Associadon that this Rule has hozdly

L % e ey TR Y o npe AR Natals
provided any-promotonal onportunides to Sroup ‘B Orficers and ss on L4, 1080,

3]

there were gnly & cers in the Servies who were promioted from the Groun
'S5t level. This con

while regular promoton: o the ICAS ere so few, a large number of officers have

fthe tota! cadre steneth, At the samrse Sme,
f o K

% e 3 - T3 ag tr v 1 3 T - - > AT
besn promotad as p r 108 Fecruigment Rulss to officiate in the senior tims soele
till such time off igr dms scalz are availakble for promodon on
-, in ko 3 i oLy TR P
regular basis, As on 1.4 56 PA s were officiz

Since induction into the ITAS is in the junior

tirg in the genior time

s=ale under this

time scale only, evan PAQs who have officiated in the senfor tims scale vould
have_to be induct gula: members of the Service at that level only, Dus o

¥

this, we have bscn informed that not 2 eingle officer regulerly promoted to the
ICAS safter 1976 has become eligible for promoiion to the Jjonlor

Administrative Grade of the Service,

7.18 We are of the view that the existing rules are unsatisfectory sincs they
result in very few Group 'B' officers bzing promoted to ths Group “A’ cadre, Cn
the one hand, this leads to reseniment and fruswation among Group "B olticers
which is bad for the morale of the organisation in which these cfficers play a key
role. On the other hand, the organisation is denied the benefit, at senior levels, of

the competence and long experience of these officers. We, therefore, feel that the
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promotion quota for Group ‘B officers should be fixed as a percentage of the
authorised strcngth of the Group 'A’ cadre rather than, as at present, a percentage
of the vacancies arising in a veur, We understand that this is the position in the
IA&AS and the IDAS. We 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 taking into consideration their service in Group ‘B’ posts
which, in fact, are equivalent in responsibility to, and interchangeable with, posts
in the junior tire scale of *hs Croup 'A’ cadre, (We understand that this is the rule
in the case of the All India Services, Engineering Szrvices and all the Raillway
Services including the 1.5} The Kecruitmment Rules for promotion to the Group
'A' cadre already require a minimum of 5 years service in the post of P&AO. But,

in fact, at preszat, az v 2z £3 Sroup TR officers ere officiating in the senior

ame scale of the Service “vichout t=ing actually promoted to the ICAS.

sryitment Fules of the ICAS be

suthoriced cadre strengih te Le

fiiled by prowoticn ooy oz feeder Groun 30 czdre and (B) on such

cenior time scale of the sarvice.

720 We have discuanzt now the effectiveness of the ICAS can be improved in
the dischargs of i3 S0y reeung o deportmenizlisation of Accounts. There
is an equal nezd to unprove the eifectivensss of the personnel of the Civil
Accounts Deparrment at other levels also. Under the scheme, while the CGA is
respcnsible for cacrs menzzement of Group “A' end Groep "B officers, Group C
and D' staff ars borne on the cadres of the respective Ministries/Departmen

The CGA is only w ¢r:i.r_sibia for organls'ng training and the JAQO (Cwn)
Examinagon for ihece persoanel. It has beszn represented before vs by the

LR ] T oa Tt

Associations of - 0N and "D staff that while cadre reviews have been

done for Group h =ty, AC such cadre review has been undertaken for them.
It has also besn pointed cut that they are not exposed to any training programmes
to improve their potertal and skills. We are of the view that even though the
Civil Accounts Siaff bzionging to Group "C and D' are borme on the
decentralised cadres of the respective Ministmies/Departments, the CGA should
look into their gennine grievances and taxe steps for their amelioration. There are
general guidelines of the Drepartment of Perscenne! and Training in regard to cadre

review of Group “C and "D’ staff. Y¥e recommend that the responsibility-for
undertaking cadre reviews of 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 opn a regular basis in consultation with the

concerned Ministries/Departments. Similarly CGA should undertake cadre
review for the Group "B’ cadre also. We have already recommended in Chapter
V1 that the. CGA should also organise appropriate training programmes for these
personnel so that they are equipped to take on the tasks expected of them under
the Departmchta]iscd 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/AAQs are so structured in the Civil Accounts Department that:

(i) at several stations including Delhi,it takes more than two years for
a Junior Accouniant who has passed the JAQ examination to be

promoted to the post of JAQ.

(11) it taleas tore than 15 years on an average for a JAG / AAD to eam

premoton to the grade of PAO.

(i) it takes more than 12 veors for a PAO to come within the zone of

consideration for promotcn to the ICAS.

7.22 This leads to z situation when officers are generally promsted fo the
CAS when they ere ebout {1fty-five years of age. This is not satisfactorv as it
doprives the Service of the benefit of their experiencs at sznior levelz. The
scheme of promotion should be such that brighter officers are able to enter the
ICAS at an age which would enable them to reach ai least the Junio
Adminiswadve Crade before they retire. This would be possible if they are
promoted by the tme they are 435 years of age. We recommend introduction of

nocelerated promotion echemes for promotion to the level of PAOs a5 weli as

t3 ICAS which should be as follows:
(a)  Promotion from JAO /AAO to PAO:;

@ Of the total annual vacancies to be filled up, 20 per cent

should be earmarked for accelerated promotion.

| (i1) For such promctions, all JAOs /AAQs-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 promoton should rank en bloc

senior (o others in the same year.
(b)  Promotion of PADs to ICAS:

(1) Of the total number of posts to be filled up by promotion in a
year, 20 ~per cent should be earmarked for “accelerated
prometion'.

{(ii) Fer such promoticns, all PAOs with a minimum service of five
years as PAO should constitute the “zene of consideradon' and the

sefection criterion shonld be outstanding record

(i)  Cificers found fit for accelerated promotion should rank en bloc

senior to others in the same year.

7.23 The normeal principles for determining the zone of considerztion for

promotiions should not apply to these accelerated Promotions.

7.24 These schemes will reward meritorious work and enccourage talented

personnel to contribute their best to the efficient functoning of the department.
G. REVIVAL OF SAS APPRENTICE SCHEME

7.25 Apant from improving the skills of the Civil Accounts staff through in-
service waining, there is also need for direct induction of personnel of high calibre
in the organisation. At present there is direct recruitment at the 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 appointed as SAS Apprentices and were
given intensive tralning for a period of two years after which they were to appear
in the SAS Examination. As 2 result of the intensive and whole-time training,
most of them qualified 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 othér 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 appropriate by the respective Departments. We recormmend that the
Ministry of Finance may finalise this matter for all accounts cedres in
consultation with C&AG and other concerned departments.

H. MERGER QF INDIAN COST ACCOUNTS SERVICE WITH
INDIAN CIVIL ACCOUNTS SERVICE

7.26 Both the Indian Cost Accounts Service and the Indian Civil Accounts
Service are managed by the Department of Expenditure as two separats-Group ‘A’
Services. It has beeni suggested to us that their merger would be beneficial to both
the Services. It has also been pointsd out that even though the Indian Cost
Accounts Service hias £ cadre strength of 168, it has not been abizs ¢

the requirad number ¢f cendidates with the result that there are 2s man

“GSwvaeancisz, |

7.27 - We diccussed this matter with the Chie? Adviser (Cost) of the Dzpermpent
h
!

£ T~ - ( ~ T pmrme sy ~ o~} T o po
of Expenditure. The <1 Cost - 2ozunts Service which had been fa.“,,-umnd £s
Cost Accounts Celi/Fool, was consttutad into a regular Group ‘A Servics in

a
Szptember, 1978, The recruitment rules wares nodfied in Sepr,e,:n' =r, 1982 and the

firgt cadrs reviow was carmied out in Drecember, 1f G5. We have beeninformsd by
the Chief Advises{Cost) that the recruliment rules of the Ssrvice provids for
aprointment of cnly gualified Cost or Chartared Accountants a2t the inducion
level of Assistant Directer{Cost) in the Junior Time Scale, The aze limit for

<

craitment to the Service is 35 years. The Chizf Adviser (Cost) stated that the
cian- Cost Accounts -Service providzs specialised service to the various

"')

repariments by professionally quulified personnsl. Thev camy cut

&

Vermment

i F,* a2

tant studies on cost/p'icmg, systems development, escalation cases, study ©f
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 the interest of the Government t©
keep the identity of this Service separately so that it continued to provide

specialised service in different areas.

7.28 We have carefully considered the matier and do not share the expectatdon
expressed by the Chief Adviser(Cost) that there would be much improvement in
direct recruitment to this Service. We would, therefore, recommend raerger of
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the Indian Cost Accounts Service with 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 the merged service. We also
recommend that the induction of Chartered/Cost Accountants should not be
at the entry leve! but more apprepriately be at higher levels of the Service
from amongst Chartered/Cost Accountants with experience in the profession,

729 We understand that the specizal training courses to be crganised by the
NIFM would include cost accountancy also. This would lead 1o srengthening of
the mowledge of cost accounts amongst the officers of the Indian Civil Accounts
Service. ¥We recommend tha¢ incentives may be offersd to Indlan Civil
Acgcounis ¢ificers fo gqualify in the ITWA exominaticn, We f2z2], by this
methed, cost accountants of higher calibre than the average direct enant to the

~dian Cest Accounts Service would be developed.
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CHAPTER VII

SUMMARY OF CONCLUSIONS AND
RECOMMENDATIONS

Chapter II - Historical Background

L.

Chapter

4.

On the Defence side, the Accounts have besen maintzined departmentally
from the very beginning; in the Railways from 1925; in the Department of
Telecommunications between 1968 "and 1970 and in the Postal

Department from April, 1976.

Para2.3,2.4, 2.5

The scheme of Deparmientalisation of Accounis in 21l the cther Cengal
fvflﬂlSﬂ'l”S;’Dmeunts was effected betveesn April, 1976 and June, 1980.

responsibifity for compiiin

authorizing prvoenig. Th

4
the Chicef Accountdng Au

et

ITT - Heview ¢f Departmenialiced Accounting Systemn

1

The major cbhiective of the scheme was to iraprove the {iniancial

compstence of the Ministries and to make Accounts 2a effecdvs o0] of

management

Fara 3.1

This is the first comprehensive review of the scheme after its i .trocuu:

in 1976.

Para 3.3
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The Departmentalised Accounts Organisation is now a part and parcel of
the Ministries/Depantments. It is, owever, 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)

The promont seitlement of personnel and public claims is a maior
achiecvernent of the departmentalisation of accounts.

Para 3.5(b)"

-
&
N

ivil Appropriation Accounts and Finance Accounts are placed
before Parlizment during the Budget Session of the ensuing year as

decired by the Public Accounts Commitize. Accounts of individual

Minisiries are available by the 20th of the following month.

There has been a progressive reduction in the balances accumulated under
suspense heads. The Committee recommends that the Inspection Wing in
he CGA's office should liaise continuously with the field offices in

tackling problem areas.
Para 3.5(c)(ii)

The computerisation of accounting data has made considerable progress.
Since Cctober, 1988 all the PAQ's in Delhi have access to Personal
Computers. Arrangements are being made to supply PC's to PAO's outside
Delhi.

Para 3.5(c)(iii)

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)



12.

13.

14.

15.
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There has been remarkable progress in the timely remittance of excise and

income-tax revenues to the Government account,

Para 3.5(d)

The Committee is pleased to note that adequate attention is being paid to
the continuous review of Rules and Manuals.

Para 3.5(e)(i)

It was expected that under the “merged DDO" scheme, the Cash Branch
and the DDO would be manned by qualified accounts psrsonnel leading to
recuction of about 250 perscns. This has not happened. As the systzm of
precheck by the Departmentzlissd Accounts Crganisation has besn
dispsnsed with, there are grave risks of irregular payments. The exicang
duality-of control end diluton ¢ precheck system is unsatisfactory znd
should be donz awey with. It is absolutely ers=ndal that the Cash Branch
and the DDO should be made a part of the Dapanmentalised Accountdng
Organisedon in gll respects and that all posts be manned by zccounts

o]

perscnnel wiihin a pariod of two vaors.
Para 3.5(f)(1) to (iv)

The merged BDO Schems has not been inmeduced in the Ministrizs of
Extzrnal Affairs, Women & Child Deavelopment and the Cebinet

: fnman ey} e Ly yid e T E g & £ -~
Seu ziamat end Oni}’ 1:1 "J.A‘.JI notas r‘r‘_;AS.; ! Of L"~OLI.‘.»—I’ o0 851G

Eroadcasting. The Ministry of Finarce should ensure its implementation

in these Minic ﬂ_stap rements without further dzlay.
Para 3.5(5{v)

The Commities it concemnad to note that there are several poss in
Ministries/Dspartments  where accdunts personnel should be utilised
which are now held by ung =C personnel. As g general principie, the
responsibility for maintenarce of accounts should be entrusted only tc

parsonnel drawn from the Accounts Cadres.
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In our Missions abroad, several posts specifically created for accounts
work are held by non-accounts personnel. The Committee recommends
that Missions with annual receipts and expenditure of over Rs.2 crore
should have qualified accounts staff at appropriate levels.

Para 3.5(g)(i1)

The Committee notes that Internal audit has concerned itself largely with

the regularity of payments and not achieved the role envisaged by the
Yardi Committee (See also Chapter V).

Para 3.5(h)

Chapter IV - Accounts as a Tool of Management

19.

20.

21.

It is a matter of concem that 14 years after the Departmentalisation of
Accounts, nothing tangible has bezn done to make accounts an effective
tool of management. It 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 waiting to be asked and the
Management not knowing what to ask for.

Para 4.1 t0 4.5

The Advisory Committee set up in 1976 under the Chairmanship of the
Finance Minister devised MIS for three Ministries between 1978 and 1952
which were expected to serve as a model for other Ministries to develap
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 notes that performance budgets have little value as wols
of management and that zero based budgeting has not resulted in any
significant economies. This is probably because these systems.do-not

have the support of accounting data systematically analysed and
presented.

Para4.13
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The Committee is surprised to note that a Committee set up by the
Government to review the General Financial Rules efc. in 1985 had
recommended that proforma accounts need no longer be maintained in
respect of several ‘schemes such as the Central Government Health
Scheme, because the cost of their operation had "no genuine relevance".

i

oo mo

Para 4.14

The objective of making accounts a tool of management has not been
achieved to a large extent because of failure to develop systems wh_ich
-management accoints would have subserved.

Para 4.18

The modemisation 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
Committes notes that initiatives have not succeeded in the past because 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 Finance Departments did not belong to any cadre which

' had received systematic training in Finance and Accounts. This must lead
to low receptivity to modernisation of management systems.

PR BEPRRE2ORDRIRR S DM

Para 4.19(iii)

£ i 1

Apart from attainment of notable proficiency in project evaluation
techniques, the culture of financial scrutiny, by and large, has undergone

little change.

Para 4.20

{

The experience ¢f the UK during the last decade in introducing
management accountancy and creating cost consciousness in Government

;
i

RN 00
I £ I

is worthy of study.

Para 4.21 - 4.25
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30.

31.
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Continuous expert centralised prescription and guidance and special
training of all to be involved, including sznior 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 Administraton 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
modemnisation of Financial Management. (Recommendations on the
organisational structure are at S1. No.51 to 53.)

Para 4.27

The Committee reiterates the recommendation already 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 of the Chief Controller/Controller of Accounts. We
recommend further that all posts in this section be held by accounts
personne!l and that the repiacement of existing personnel be effected
within a period of one year.

Para 4.30-4.35

We recommend that the Chief Controller/Controller of Accounis 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 functoning -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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33.
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(e) coordination of the MIS, its installatdon, maintenance, updating;
6] provision of specialist accountancy services;

(g)  coordination of disposal/follow up of queries/reports from Audit
and Parliamentary 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 endorses 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&CAQ and Asst. FA&CAOQO
respectively. It is further recommended that such integration. should be
effected mutatis mutandis  in other Directorates General or any similar
crganisations. This would lead to dispensing with the maintenance of

parallel sets of records.

Para 4.50 t0 4.52

The Committee notes that in certain units where accounts were maintained
departmentally even prior to its separation fr~m Audit in 1976, the
personnel are drawn mainly from the Central Secretariat Cadre. The
Committee considers that it would be appropriate and desirable to absorb
such personnel inito the Departmentalised Accounts Cadre, if willing and
suitable or replace them by accounts personnel. A few examples are listed

in the Report.

_Para 4.53

Chapter V - Internal Audit

34.

In western countries and in better managed firms the world over, internal
audit has moved beyond merely ensuring “compliance’ to serving
management's needs for an informed, independent review of operatons'.

Para 5.1
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35.

36.

37.

38.

39.
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In the USA, Canada, Sweden and the UK there is increasing emphasis on
audit of efficiency and effectiveness.

Para 5.3 t0 5.6

The Yardi Committee had visualised that the Accounts Circles would
form the forward base of Internal Audit teams which would camry 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 internal audit intoduced in 1976 has been restricted to
verifying the accuracy of the accounts and the "regularity” of expenditure
incurred. The Committee could form no clear idea of the quality of
internal audit, but from the figures of staff deployed, it is obvious that the
quantum and periodicity are unacceptably low.

Para 5.8, 5.16, 5.18,5.19

There does ot appear to have been much reduction in the scope or
quantum of audit garried out by the C&AG. The objective of relieving the
C&AG of routine audit has not even be:n attempted.

Para 5.1%

An area particularly neglected appears t¢ be our Missions abroad. Only
three Missions have been subjected to internal audit gl May, 1990. The
Committee recommends that the Department of Expo.diture should
ensure adeguate audit of the Missions commensurate with the magniiuds
of expenditure to bz audited.

Fara 5.20 and 5.21

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

The Committee recommends that there should be a phased expansion-in
the scope and quantum of internal audit to all areas now coversd by the
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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42,

43,
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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-fromr ime
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 nzed to be located in the Internal Audit
Units. An Expert Group should be established in the CGA's office to be
associated with the development of systems, laying down procedures for
audit of computerised records and for expansion of EDP schemses.

Para 526 .and 5.27

Intzrnal Audit is supportive of management, is constructive and has, as its
purpose, the promotion of efficiency and effectiveness.

Para 5.29

It will be necessary to build up capability to conduct efficiency-cum-
effectivensss audit of schemes, operations, institutions and-systems_to be
selected periodically by the CGA in consultadion with the Ministries. Tae
assistance of Cost-Accountants, Economists, EDP experts and Engincers
would be required. The Committee recommends the setting up inter-
disciplinary teams in the CGA's office under the full time supervision of
an Addl. CGA to carry out such andit. The pace of activity may be
stepped up as expérience is gained and worthwhile results are achieved.

Para 5.30 to 5.32
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Chapter VI - Training

45,

46.

47.

48.

The Committee notes that Govermment 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 6.1t0 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 organise
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 te have been given to modemnising the training of
the subordinate cadres. We 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 PAQO's
and JAO's. In addition, training facilides should be provided in Civil
Accounts Offices at locatons where there are concentrations of accounts
staff to prepare candidates for the JAO (Civil) and Departmental
Confirmatory examinations. The basic training material for the regional
training centres should be prepared by the Central Staff Training Institute
which should also oversee their functioning,

Para 6.6 10 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 Autoncmous bodies and financial management of departmental
productioh units.

Para 6.9 and 6.11
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49.  The Committee notes that as a matter of policy, deputation is no longer
permissible to Central-Public Sector Undertakings. We, however, feel that -
experience in the Finance 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 comsponahlg deputation of PSU officials to Government. The
Committee also recommends that opportunities for widening of
experience should be sought by secondment to non-corporate autonomous
bodies, State Government Undertakings and posts in Union Territories

Para 6.12
50.  The NIFM and other Managecment Institutes should be requested to tike

up, onpriority, studies for introduction of Management Accountancy and
Information Systems in Government.

Para 6.13
Chapter VII - Organisational Structure
51. It has been represented that in the light of the recommendations of the

Yardi Committes, the ICAS should be entrusted with the responsibility
relating to Budch Financial advice and Accounts functons. The
- Establishment Officer had informed the Committes that posts of Under
Secretary and above fell under the Central Staffing Pattern. However, the
Secretary(Expenditure) has proposed that, to start with, all posts upto and
including Dy. Secretary/Director should be taken out of the Central
Staffing Pattern and merged into the Central Accounts Department, for
posts of Financial Advisers at Joint Secretary and Addl. Secretary levels,

~ the selecticn process should continue to be rigorous, the interests of other
ervices and the availability of ICAS officers would have to be kept in
view; and accordingly, the integration process at the JS and AS(FA) level
posts would have to be carefully thought over and implemented over a
period of dme. The Committee feels that these considerations should also
be taken into account in integrating at the level of Director/Dy. Secretary -
in particular, the need to provide adequate opportunity to other Accounts
Services. The Committee 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 1/3rd be kept available for suitable officers

belonging to the other Organised Accounts and Group “A' Services
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53.

54.

55.
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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.

Para7.5t07.9

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:

Para7.10

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 9,000, about
4,500 are posted outside Delhi. However, of the total cadre of the ICAS
of 147, only 18 posts are sanctioned for operétion 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.
Para7.12t07.14

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 status of ex-officio Secretary to the Government.

Para7.16

As on 1.4.1990, only 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 to
the Service. Not a single officer regularly promoted to the ICAS after
1976 has become eligible for promotion tc the Junior Administrative
Grade of the Service. The Committee recoramends that the recruitment
rules of the ICAS should be amended to provide for (a) 33-1/3% of the
authorised cadre strength of the ICAS to be filled by promoction from
Group 'B', and (b) the officers so promoted to be pléced in the Ssnior
Time Scale of the Service.

Para 7.17 t07.19

The fcsponsibility for undertaking cadre reviews for Groups “C and "D’

taff should be undertaken by the CGA in consuliaton with the
Ministries/Departments. The CGA should carry out cadre review of the
Group "B’ cadre.

Para 7.20

At present officers are promoted to the ICAS at about the age of 55 Y2ars
with the result that they are not able to contribuie at senior levels befors
they retire.  The Committee recommends a scheme of accclerated
promotion under which 20% of the annual vacancies to the level of Pay &
Accounts Officers and 20% of -the total number of posts to be filied by
promotion in 2 year to the ICAS be made from amongst those with
outstanding records.

- Para 722 and7.23

The scheme of direct recruitment of SAS apprentices may be reintroduced
in all the Accourits Cadres in order to build up a cadre of JAQ of highsr

calibre.

Para7.25
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2 60.  In the Indian Cost Accounts Service 95 posts are vacant against a cadre
2 soe . ) ; .

4 strength of 168. The Indian Cost Accounts Cadre may be merged with the
i,

i Indian Civil Accounts Service. Induction of Chartered/Cost Accountants
- may be made into the Indian Civil Accounts Service at appropriately

higher levels from among qualified and ¢xperienced personnel. Indian
Civil Accounts Service officers may be offered incentives to qualify in the
ICWA examination.

Para7.26107.25,
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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 - Selection Commission, We gratefully

acknowledge the hospitality and assistance extended to us by -the

Commission and its staff.

The sseretariat assistance was provided to the Comumiitiee by the
office of the Controller Geéneral of Acctounts. For this we thank

Shri P.V. Desai, CGA and his predecessor, Shri S.R. Singh.

s N N

T 6 AT BE M B A D ST S B B B T ) A

ﬁq7":’*"5"'“%""‘m“’"‘“@”“mﬂ'mﬂ”'ﬁ’""‘s"h(‘b{‘(‘i”"mrﬁr’r'r'n.r‘r‘-("f"ﬁ

3 ey

»
Pt ikiwseist

e

]

R R Rl N el el s e W I R Ersd el PRI OTF 5N K




T B

i LR T

Feakd BT L

P

RER T B e

CRCRLETETRTRTRTE

a

FETITINY

U

el
e

a3

N

R NI TR AT,

Co€) £ X W0 Ay vy v ed (s 8ty W L AR A h a8 (o o

&3

Shri R. Ramanathan, Asst. CGA, who was appointeed to head our
secretariat was unsparing in his efforts to meet our requirements of
information and documentation. He deserves our special thanks for the

efficient organisation of the Commitree's work.

G g Ao

(S.C. MITAL) (AJ.A. TAURQ) —
Member Member—

A LA
(8.C. KUCHHAL) (R.K. MATHUR)
Member Member-Secretary

ol

(5.B. LAL)
Chairman

New Delhi,
the 8th August, 1990



b

87

4. The terms of reference of the Committcc will be as follows: t:

(1) to undertake an in-depth review of the functioning of the
departmentalised accounting system and assess to what extent
integration with the administratve set-up has been achieved, and
to what extent the departmentalised accounting system is fulfilling
its management accounting role;

(i)  to recommend measures to make departmentalised accounting a
more effective tool for management accounting purposes;

(iii) 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
Mmeasures;

(iv)  to assess the function of internal audit in the deparimentalised
accounting system and recommend steps for srengthening it;

(v) 10 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.

3. The Committee will function on a part-time basis. Secretariat assistance
will be provided by the office of the Controller General of Accounts. The
Commitiee may devise its own procedure of work and consult such expsrts as it
gy consider necessery. It may also secure the services of Consultants efter
ohtaini ng Government sanction. Ministries/Departments in Government of India
will fLI"hSl’l such information and other assistance as may be required by the
Committee.

6. The Committee will submit its report within four months.
TA/DA 10 Members of the Committee will bc aliowed as for a High-

rowe ‘.d Commiree in terms of the Ministry of Finance, Department of
“xpenditure O No.16020/1/84-E.1V dated 23.6.1986.

Sd/-

(A.Jayaraman)
Joint Secretary to the Government of India
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LIST OF ANNEXES

Ministry of Finance letter dated 5.4.1989
constituting the Comurrittee to review
departmentalised accounting system.

D.O. letter dated 26.6.1989 from the Chairman

to the Secretaries to the Ministries/Departments

of the Government of India.
Questionnaire enclosed to d.o. dated 26.6.89.

List of Ministries/ Departments/Parties to whom
the Questionnaire was sent and the parties who
responded/did not respond.

Mairix of the Replies Received to the
Questionnaire frorm Ministries/Departments and
others. )

List of Officers who tendered oral evidence
before the High Power Commirnee:

Yardi Committee's Recommendatons On
Management Accounting System

Orders issued by the President of India relieving
the Comptroller and Auditor General of India
from compiling the accounts of the
Ministries/Departments of the Government of
India.

Scheme of Integrated Financial Advisers.

Typical Scheme of Departmentalisation of

Accounts in the Central Ministries/Departments.

Qrganisational Chart of the Departmentalised
Accounts Set-up in Central Civil
Ministry/Department

Copy of the D.O. Letter No.B-12020/1/78-CGA
dated 4.5.1981 from Shri V.B. Eswaran,
Secretary, Ministry of Finance, Department of
Expenditure addressed to all the Secretaries in
the Central Ministries of the Government of
India.

The Departmentalisation Of Union Accounts
(Transfer Of Personnel) Act, 1976

Cloging Balances under some of the Suspense
Heads.
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ANNEX A’
[Reference Paragraph 1.1]

No.F.1{15)-E(Coord)/89
Govermment of India
Ministry of Finance
Department of Expenditure

New Delhi, the 5th April, 1989

Subject:- Constitution of a Committez to review departmentalised
accounting system.

wvane

The separation of accounts from audit under the Central Government and
the intreduction of the deparimentalised accounting system was completed in
phases from 1.4.1676 0 1.6.1980. As a result, the Compuoller & Auditor
General of Indiz has been divested of accounting functions relating to the Central
CGovernment in all areas except civil pensions, and in respect of the Unicn
Territeries of Chandigarh, Lakshadweep, Dadra & Nagar Haveli.

2. The separation of Accounts from Audit and the introducton of the
departmentalised accounting system under the Cenaal Government has been 2
major adminisitative reform. The aim of the reform was to integrate accounts
with the administative set-up so as to make it a useful and relevant tool for
management purposes.

3. Government have now decided to review the functioning of the

departmentalised accounting system. A Committee with the following
composition has been constituted for this purpose:-

1. Shri §.B. Lal, IAS (Retd.) Chairman
2. Sho AJ.A. Tauro, JAAS (Retd.) Member
3. Shri S.C. Mital, ICAS (Retd.) Member

4, Prof. §.C. Kuchhal, Member
IFCI Visiting Professor,
Faculty of Management Studies,
University of Delhi.

5. ShriR.K. Mathur, IDAS .. Member-Secretary
Addl. Secretary & F.A
Department of Food.
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ANNEX ‘B’
[Reference Paragraph 1.3]

S.B. Lal, IAS (Retd.) D.O. letter No HPC/DAO/Q/
Chairman Ministry of Finance
Committee to Review Department of Expenditure
Departmentalised Accountmg Room No0.207, Dak Bhavan,
System : Parliament Stre\.t.

NEW DELHI-110 001
Dated 26th June, 1989
Dear

The scheme for the separaton of accounts from audit and the
derartmentalisation of a.ceants of the Government of India was unpxema*‘w ina
%u,e -bound p*‘omamm in three phases in 1976 as a major administrative reform.
n order to fully utilise the po*c ndal of the new accounting organisation, it was
o envisaged that 2 suimble management accountancy syszam and 2
mprehensive management information system (MiS) would be built up in the
inistries for the proper | mte'"rﬂtanon and utilisation of accounting data 1o assist
olicy formulation, effective utilisation of funds etc.- It was mo:msed that
26 systems will have to be developed so as to suit-the requirements of each
istry/Department.

E-r | l-,l o> 7
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2. The following advantages were envisaged with the introduction of the new
sysiem:-

i) Accounting would in effect become an aid to management at all
levels in a Ministry for financial control and performance
appraisal. Management at the formations subordinate to the
Ministry would be provided with financial assistance and advice.

ii) Duplicaton of accounting work then prevailing in the Ministries
and Audit Offices would be avoided, thus providing more cost
effective arrangements.

itiy It would lead to speedy setlement of all claims including those of
Government employees and avoid excessive documentation.

iv) The centralised compilation of final accounts would speed up
rendition of accounts to the Ministry of Finance and provide the -
necessary inputs to the management information system for
financial control and performance appraisal.

v) An effective internal audit with emphasis on propriety-cum-
efficiency would be developed which could relieve the statutory
audit of minor details and the latter could confine itself to major
issues.
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3.  An Office of Controller General of Accounts was created in the
Department of Expenditure of the Ministry of Finance for

a) the maintenance of accounts under the new system;

b) the coordination and essistance in the introduction of management
accounting system in the Ministries/Departments; 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 besn
supervising the implemnsentation of the new schems.

4. With more than a decade of experience of separation of accounts from
andit and the introduction of the departmentalised zccounting system, the
Government have now constituted &8 Committes to review the departmentelised
accounting system in 2ll its aspects. A copy of Ministry of Finance, Department
of Expenditure letter No. F.1(15)-E(Coord)/89 dated 5th April, 1989 is enclosed
(Annexure I) which gives the composiion and terms of reference of the
Committes appointed by the Government to review this system.

5. You will plezse observe that the Committes is required to undertzks an in-
depth review of the functioning of the departmentalised eccounting sysiem to sse
whether this major reform has achieved the objective of making accounts & ussfu
zad an effecive tor “or manc.ment purposss. The Committee is reguirsd to
assess the extent i which integration with the edministrative s-;—un hos bsen
zchieved and whether the orgenisation is fulfilling its primery rols of timsly and
accurate accounts keeping. ki is also necessary to know whether the mznaygemesnt
azcountng system and management informeton svstem heve been intodused o
»uit the requiremenis of the Ministies/Departments. Tae Comminss wo uld
gready benefit from your considered views on the functoning of the schems and

your suggestions for such improvements es can be made so &s to bring it closer 1o

& objectves.

6. Ve have drawn up a Questionnaire (Annexure II) to elicit your esteamed

views. As the Comumittes has a time-bound programme, I shall be grateful if your

reply to the enclosed Questonnaire could pleass be sent to me by 14th July, 1985,

7. You are also requested to indicate whether you would like to come for
oral evidence before the Committee.

With regards,
Yours sincerely,
Sd/-
(S.B.LAL)
Encl: Two
Shri

Secretary to the Government of India,
Ministry/Department of
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