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FOREWORD 

R" ED tape is a rhetorical name given to fixed routine 
by critics who fail to see its utility. Frequently the 
routine is useful and the failure is due to narrowness 

of the critic's field of vision. Sometimes the utility does. not 
exist and the routine is pernicious. The mere use of the mi.me 
proves nothing. 

There are some who confidently assert that pernicious 
red tape is deliberately manufactured by hide-bound officials, 
of sheer naughtiness. Others, more charitably, opine that it 
is produced unwittingly by multitudes of industrious workers, 
each blindly making his own little addition until, like a coral 
reef, the mass becomes a barrier within which reigns deep peace, 
whatever currents or waves of activity may beat upon it from 
without. But, in fact, all red tape is in its origin designed 
to serve some useful purpose. This book exhibits it in t~e 
making and shows it as the product, not so much of nameless 
officials as of Statesmen, Parliamentary Committees, and 
other august bodies who in the course of many years have 
laid down with full deliberation the main lines of the system 
on which the public expenditure of the country is controlled. 

System or routine, like drill in an army, is a substitute 
for conscious action. The best way of doing anything having 
been once for all thought out and reduced to a routine, 
the directing mind thereafter effects its aims through the 
mechanical action of subordinates, each performing his pre
scribed movement without needing to comprehend the general 
plan. And therein lies the danger; for such a routine is apt 
to petrify and outlast its day, so passing into the pernicious 
variety of red tape. As one to whose lot it has fallen to dis
burse and account for a larger aggregate of public money than 
perhaps anyone who has hitherto existed, I have been led to 
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viii FOREWORD 

appreciate to the full how narrow is the path between deficiency. 
and excess of routine, between financial disorder and futile 
formality. Any department that would keep this happy mean 
should have among its members a sufficient number who grasp 
the scheme as a whole, and will see from time to time how far 
any part of its routine has become meaningless or requires 
modification to meet new conditions. But no adequate presen
tation of the system of control of expenditure has hitherto 
been readily available; and for this reason I cordially welcome 
the appearance of Colonel Durell's book, which is admirably 
adapted to the needs of the financial official, of whatever grade, 
who aspires to be more than a lifeless cog in the vast machine 
of our administration. 

To the student of public affairs, also, this codification of 
the whole subject, with its systematic citation of original 
authorities on every point, should constitute an invaluable 
work of reference. 

And finally, if there be any who, looking at the present 
achievements of Parliament in the field of control of expendi
ture, are tempted to conclude impatiently that the whole 
scheme is outworn and requires radical reconstruction, they 
above all others should study. this book. For the system, 
whatever its present measure of success, was constructed by 
great administrators to meet real needs; and he only is 
competent to rebuild who knows the strength as well as the 
weakness of the existing structure. 

WAR OFFICE: 

APril 1917. • 



PREFACE 

N o science ever-attains perfection. No system ever 
arrives at finality. The progress of civilisation, the 
development of human intellect, the increase of 

knowledge and experience, the growth of nationallife---all tend 
to render obsolete those sciences and established systems 
which yesterday may have been thought to be perfect.' It is 
necessarily and naturally so. Changed conditions demand 
new methods, revision of existing ones. Necessity stimulates 
inventions. 

In the pursuit of efficiency there can be no stagnation. 
'Things left to take care of themselves inevitably decay.' 1 

Progress is essential as well as permanence; and progress 
is only possible if. it is realised that methods and practices, 
which however, good in themselves are no longer suitable 
to contemporary conditions, must be amended. Ancient 
practices, thought by our ancestors to pe absolutely necessary, 
may have to be abolished, and alterations suggested which 
are opposed to the opinion of past ages, if such practices 
are no longer applicable to present conditions and if such 
alterations are peremptorily demanded by a due regard to the 
public interest.2 Principles, on the other hand, if sound, 
remain unchanged. They are not affected by such con
siderations. They constitute the solid foundation on which 
systems are built up. The waiving of an established principle 
in order to secure an improvement in system requires very 
strong justification, and should only be resorted to if the aim 
in view is essential and can be achieved by no other means. 

In the development of sciences and systems the rate 
of progress will vary from time to time, according to the 

I Rep. Gout., p. 22. 

• Commissioners of Public Accounts, 1831. P.P. x. p. 23. 
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prevailing atmosphere of the times. It may be slow and 
apparently stagnant for long periods. At other times it 
will make rapid headway as a result of revival of interest 
jn the subject, increased activity, or important discoveries. 

So it has been in the science of public finance, of which 
public accounting constitutes such an important part. From 
the most elementary and primitive stage, suited to primitive 
peoples and early epochs of civilisation, it has gradually 
developed into the intricate and comprehensive science 
needed by modem civilisation and economics. 'Political 
evolution,' says Bastable, 'is not a direct movement towards 
a definite goal; it· is rather a series of efforts following the 
line of lec:),st resistance at any given time: The same may be 
said of a system of public finance, which is inevitably bound 
up and develops with the political evolution of the state. 

The subject matter of this.work deals with but one branch 
of the system of public finance. The reader who wishes to obtain 
a general grasp of the whole system cannot do better than 
study' The Financial System of the United Kingdom,' by Mr. 
Henry Higgs, C.B., and Mr. Hilton Young's work on' National 
Finance.' The portion of the subject which is more particularly 
elaborated in the following pages is one which merits careful. 
study if the nature and working of public economy is to be 
thoroughly grasped; for in dealing with the science of finance it 
is not sufficient to merely consider public revenue and expendi
ture with the relation that exists between them. Problems 
of administration and control form an integral part of that 
science.1 The principles of parliamentary control over grants, 
the agencies by which such control is effected, and the working 
practice of the system are therefore important not only in 
themselves, but also as a vital section of the whole science 
of public finance under the English constitution. The success
ful development of financial control to the pitch it has now 
reached is largely due to the peculiarly flexible nature of the 
laws of the constitution, which make it capable of being 
adjusted to new conditions. This power of adaptability has' 
obviated the necessity for revolution, and the result has there
fore been achieved without sacrificing the landmarks of the 
constitution. The problem of English constitutional history, 

1 Bastable, Pub. Fin., VI. i. § 1. 
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in the words of Sidney LoW,1 has been that of reconciling 
the theory with the facts, and of adapting the apparatus to 
its purpose without absolutely taking it to pieces and re
constructing it on other lines. The working efficiency of 
the system is a measure of the practical, though often un
conscious, skill with which the process has been performed. 

The growth of the system of parliamentary control over 
the grants, which is mainly secured by public accounting and 
audit, was much slower in arriving at maturity than other 
branches of public finance, as a result in the main of two 
causes: Firstly, the natural disinclination on the part of 
those entrusted with public money to have their actions con
trolled, and, secondly, the failure of Parliament to appreciate 
the principles on which public accounting should be based, 
publicity and responsibility. So long as the second cause 
remained, there was no motive power for removing the first. 

It was not until the middle of the nineteenth century that 
the real awakening came. Practically by a single stroke 
the old system was then overthrown, and there was established 
in its place one which, though neither perfect nor complete, 
was so solidly founded that it has been able to be developed and 
improved since that time without any alteration of the sound 
principles on which it was built. 

The Exchequer and Audit Act of I866, which brought 
this change about, has been described as the charter of our 
financial system,1 and was regarded by the Public Accounts 
Committee as • marking the commencement of a new era 
in our financial history.' a Unpopular at first because it 
imposed restraint in place of unfettered irresponsibility, it 
soon proved its value not only to Parliament, but also to 
those who were brought under control, and is now universally 
recognised as supplying the best foundation which could 
have been devised for the English constitutional system. 

With the experience of fifty years' working of the act 
to draw upon, the present is a fitting time for a review of the 
system, and for presenting a summary of the various decisions, 
interpretations, and amendments which practice or changing 
conditions have shown to be necessary. A similar review 

1 Gouenaaru;e oj ERg/aM, p. 5. 
I C.N.E., 1903, Ev. uoO. • I R. 1870, 2. 
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in a swnmarised form of the history and subsequent develop
ments of financial procedure under the act was recently 
presented to the Public Accounts Committee in a valuable 
memorandwn prepared by the Comptroller and Auditor 
General,1 and may be usefully referred to by the reader. 
. Though the Exchequer and Audit Act provides the foun
dation and starting-point for our present system, the working 
out of the system to a satisfactory conclusion has depended 
as much upon the administration and interpretation of the 
act as upon the act itseU. Machinery has no action of itself. 
Its usefulness is in proportion to the merits of the contrivances 
adopted for bringing it into play. Unless these contrivances 
are efficient the potential power of the machine, however 
great, would be wasted and of no effect.1 In the act Parlia
ment furnished the machine. Its administrators have driven 
it and developed its powers. 

In the following pages an endeavour has been made to 
supply a consecutive and harmonious exposition of the system 
by collating under convenient headings the accepted inter
pretations which have been placed upon the act, the decisions 
and regulations of the Treasury which bear upon the system, 
and the financial principles generally which have been accepted 
as binding, after discussion before the Public Accounts Com~ 
mittee. To the administrators who have studied the system 
there will consequently be little if anything in the work that 
is not already known to them; but the hope is entertained 
that the arrangement will provide the information in a form 
more convenient for reference. To that wider circle which 
may be acquainted with only a portion of the system, it is 
hoped that the work may be useful in providing a source 
of information which will enable a comprehensive grasp of 
the whole to be more easily obtained than is at present avail
able, while at the same time suggesting the sources which 
will provide detailed information on any particular point. 
Though it may be only a comparatively small circle in each 
public department which is concerned with. the higher and 
more complicated branches of accounting and finance, yet 
the work .of all who are cogs in the wheel is governed by the 
same underlying principles. A knowledge of the whole system 

1 Cd. 8337, 19I6. I Cpo Mill, Rep. Go,,'., p. 31. 
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and of those principles cannot therefore but be of general 
value and tend to an increase in the efficiency of the work 
of the public service. Such a knowledge not only leads to 
more intelligent execution of subordinate work by explaining 
the reason for methods which are otherwise accepted as 
purely arbitrary, but also enables the subordinate to make 
the fullest possible use of opportunities which would otherwise 
be missed. The wider the knowledge of the general· system 
and its principles, and the relative position of Elach portion 
of the work to the whole, the greater the benefit to the public, 
as well as to the individual of whatever rank-or status. 

In the compilation of a work of this description it has 
frequently been difficult to determine the limits to be placed 
upon the discussion of different, points i to agree as to what 

. information, valuable- in itself, may be excluded without 
detracting from the genera! usefulness of the work; to decide 
upon the features which demand elaboration. 

The object aimed at has been to provide a work of sufficient 
scope to enable a comprehensive view of the whole subject 
to be obtained, without overloading it with details of purely 
local, departmental, or technical matters which are of interest 
to those immediately concerned, but -do not bear upon or 
influence the main system, or illustrate general principles. 

In following out this plan, it is only too probable that 
some useful matter may have been omitted, or some subjects 
touched upon too briefly or not at all, which might with. 
advantage have been included or enlargec;1 upon. Even if 
this be so, the work should still to some extent fulfil the 
purpose for which it has been compiled. Again, too, some 
difficulty has been experienced in the arrangement of the 
matter. It will be found that points are occasionally dealt 
with at length in the chapter in which they originate, though 
portions of the subject might equally appropriately have 
been transferred to another chapter where the same subject 
is referred to, and necessarily so in connection with the 
subject 'matter of that chapter. 'Though this has resulted 
in a certain amount of repetition, it possesses the advantage 
of eliminating too many cross-references. 

My best thanks are due to Mr. M. S. Kelly of the Exchequer 
and Audit Department, who, at a time of great pressure of 
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work, has readily afforded me valuable assistance in pointing 
out obscurities and correcting errors in the original manu
script, thus adding to the usefulness of the completed work. 
To Mr. H. J. Edwards, I.S.0., of the War Office, I also owe a 
deep debt of gratitude for his kindly encouragement and 
readiness at all times with information or explanation during 
the years over which the compilation of the work has been 
spread. Nor can I let this opportunity pass without tendering 
my thanks to others who have from time to time placed their 
knowledge and experience at my disposal, nor without placing 
on record my appreciation of the courtesy and willingness 
to assist the inquirer which I have experienced in the Reading 
Room of the British Museum, the Advocates' Library at 
Edinburgh, and the War Office Library. 

If this book helps to fill up a niche in the literature of the 
English financial system and achieves its objects of furnishing 
a work of reference for the administrator, a handy source of 
information for the student, and further leads to a more 
extensive study of the subject among that large class of 
public servants who are only immediately concerned with 
one particular, and perhaps subordinate, link in the system, 
its compilation will be fully justified. 
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THE PRINCIPLES AND PRACTICE OF 
THE SYSTEM OF CONTROL OVER 

PARLIAMENTARY GRANTS 

CHAPTER I 

THE HOUSE OF COMMONS 

I. THE ENGLISH FINANCIAL SYSTEM: Constitutional Aspect
Financial Aspect. 

II. PARLIAMENTARY PROCEDURE: Control over the Course of Ex
penditure--Control over Results--Control over Proposals: 
Procedure in Proposing. Granting. and Rendering Available 
Supplies-Demands of the Crown-Committee of Supply
Functions of the Committee of Supply-Functions of the Com
mittee of Ways and Means--Consolidated Fund Bills--Course 
of the Exchequer-Votes on Account-Appropriation Act
Treatment of Departmental Receipts. 

III. NATURE OF GRANTS: Consolidated Fund Charges-Annual 
Estimates-Supplementary Estimates-Excess Votes-Excep
tional Grants-Votes of Credit. 

IV. AVAILABILITY OF CASH: Departmental Receipts""':Treasury 
Chest Fund--Civil Contingencies Fund-Deposit Funds-Ord
nance Factories Supplies Suspense Account-Unexpended 
Balances on Votes of Credit. . 

V. D8MESTIC CONSIDERATIONS AFFECTING PARLIAMENTARY CONTROL: 
Relations· between the House of Commons and the Cabinet
Scope of Debate in Committee of Supply 

I. THE ENGLISH FiNANCIAL SYSTEM 

X
L state action costs money, directly or indirectly, and 
questions of finance must sooner or later affect all public 
policy and business as weighty, if not determining, N. Est. 

factors. 'Expense governs everything.' Finance may there- ~~ .. 
fore be said with truth to be the foundation of government, in ~ R. p. v. 
the sense that ways and means must be found for everything C.N.E. 
which a government desires to do. A good system of finance EV.357 
and good government- are interdependent. The system of 
public finance adopted by a nation is largely dependent upon 
the form of tha.t na.tion's government, but it is also affected 

B 
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by national characteristics and constitutional development. 
Systems which are based on entirely different principles and 
methods of procedure may each be satisfactory, if worked 
efficiently, and if suited to the peculiar needs of the nations 
which employ them. The fact, however, of a system being 
suitable in one case is no guarantee. of its being equally adapt
able under different conditions and in dissimilar circumstances. 
Political machinery, Mill observes, does not act of itself, but 
has to be worked by men, and even by ordinary men. It 
needs therefore their active participation, and must bt; adjusted 
to the capacities and qualities of such men as are available. 
However ideal a system may be, it will not achieve its ends 
unless it is at the same time suitable to the environment in 
which it is worked. Every nation must work out and develop 
a system for itself based on practical experience, foregoing 
theoretical advantages or incorporating theoretical drawbacks 
when such modifications are required by the general political 
scheme. The English system, • as laid down by Mr. Gladstone 
over forty years ago, is not indeed perfect, but yet sufficient, 
and, on the whole, better fitted to its ends and purposes than 
that of any other country.' The question having been settled 
as to the general and fundamental lines of the system which 
is best adapted to the environment in which it is tQ be worked, 
the settlement of the details, on which its efficacy will mainly 
depend, is of equal importance. • Men of exceptional ability can 
obtain fair results from a bad system; but under a good system 
personal shortcomings prodUCe the minimum of disadvantages, 
and they are, moreover, easily detected. It is of the essence 
of a -bad system that mediocrity or worse is effectively shielded.' 
A system based on sound principles is of little practical effect 
if the advantages of those principles are rendered nugatory by 
inadequate deVelopment or inefficient administration. 

The bedrock on which the English system is built is the 
principle of the maintenance by Parliament of control over 
the grants which it makes. This can only be properly and 
intelligently discussed if the general principles of the whole 
system are understood. A preliminary consideration of the 
English financial system generally is therefore advisable, 
before dealing with the more restricted subject of control 
and accounting. This may be conveniently dealt with under 
two aspects, the constitutional and the financial. 
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Constitutional Aspect 

, It is one of the old standing principles of our constitution ParI. 
that the House of Commons should control the finances of Deb., 

the country. That is the right, privilege, .and duty of the ~:;6xxii. 
House. It has been achieved by means of struggles lasting 
through centuries, beginning from the fourteenth century 
down to the seventeenth century, when it was fully confirmed, 
and since then it has never been practically disputed.' 'Vt Justin
quod omnes t~ngit, ab omnibus approbetur.' The quotation ian Code, 
by Edward I of this legal maxinl. transmuted it into a great V. 59, 5 

.and constitutional principle. In other words, the cardinal 
principle on which the whole of our financial system is based 
is that of parliamentary control, and by this is understood 
not the control of Parliament in its constitutional sense as 
composed of Sovereign, Lords, and Commons, but control 
by the Commons alone. 'Upon this fundamental principle, Redlich, 

laid down at the very outset of English parliamentary history ~. of C., 
and secured by three hundred years of mingled conflict with 111. 114 

the Crown and peaceful growth, is grounded the whole law 
of finance and, consequently, the whole British constitution.' 

The most ancient, as weU as the most valued, prerogative Todd, 

of the House of Commons is the right of supreme control ~TI. 
over taxation, to which the right to control issues is a natUral ii. ;96 
corollary. The prohibition of raising taxes without parIia- Cpo Hat
mentary authority would be nugatory if the proceeds, even of sell; p. 68 
legal taxes, could be expended at the will of the sovereign. 
The right, therefore, of appropriation was a logical consequence 
of the right of, levying supplies. 'The chain of historical C.P.l\I. 

evidena: ~deniably pr~ves that a pr~vious and stringent ~857: , 
appropnatlon; often mmute and specific, has formed an p.Pf6l 
essential part of the British constitution.' Though the prac- Cpo 
tice of appropriating supplies, in a general sense, is of early Hallam, 

origin,! that of appropriating them to the specific purposes C,?nst. 

for which they were granted did .not become an established ~1~5'6 
I The earliest instance of the practice of appropriation is stated by Hallam Hallam, 

to be 18 Edw. 3, Stat. 2, c. i.; while Hatsell also quotes instances in the two ~t. 
succeeding reigns, but points out that the idea in these early cases was con- iii~2ii, 
ceived rather as a restriction upon those who had the management of the public footnote 
revenue, whereas at the Revolution appropriation was • made part of that Hatscll, 
system of government, which was then established for the better securing t";.::2 
the rights, liberties, and privileges of the people of this country.' 



May, 
Const. 
Hist., 
ii. 99 
Todd, 
Pari. 
Gov., 
i·45 
Hatsell, 
p. 206 

M?.jl', 
Const. 
Hist., 
1912 ed., 
vol. iii. 
P·350 

Gov. of 
Eng., 
p. 58 

Hallam, 
Const. 
Hist., 
ii·356-
360 

Idem, 
356 

4 PARLIAMENTARY GRANTS 

usage until the Revolution, when the principle that • the 
grant of supply, and the coritrol of public expenditure in 
conformity therewith, belongs ¥talienably. to Parliament, 
and pre-eminently to the House Qf Commons' was formally 
incorporated amongst the maxim~ of the constitution, and 
in the early days provision was made for severe penalties 
for diversion or misapplication. The control over public 
expenditure which resulted therefrom has, more than any 
other cause, vested in the Commons the supreme power of 
the state. • It is, indeed, ultimately to the power of the 
purse, .to its power to bring the whole executive machinery 
of the country to a standstill, that the House of Commons owes 
its control over the executive. That is the fountain and 
origin of its historical victories over the other organs of the 
state; and since that power w~ recognised and confirmed 
towards the end of the seventeenth century, the Hou,se of 
Commons has remained, whether reformed or unreformed, 
whether corrupt or incorrupt, the chief arbiter of the national 
destinies.' Much of the efficiency of the House has indeed 
passed to other agents, but • the show of power is with it; 
nor has it abated its pretensions, or diminished by one jot 
the assertion of its nominal authority.' The drastic step -
of refusing supplies is, however, one which has never been 
applied. A sword of Damocles, of which the blade is eaten 
away with rust, it remains suspended in the armoury of 
the constitution-an object of historical and picturesque 
interest alone. 

The power of appropriation drew with it the necessity 
for estimates being regularly laid before the House of Commons, 
and, by exposing the management of the public revenues, 
has given the House not only a real and effective control 
over an essential branch of the executive administration, 
but in some measure made Parliament a partaker in it, 
Appropriation alone is, however, of little avail if no provision 
is made for securing compliance with it. The right of appro. 
priation must be accompanied by the right of Parliament 
to satisfy itself as to the expenditure of the money on the 
services tor 'which it has been voted. But it may' claim a 
more .extensive function, as naturally derived from the power 
of opening and closing the public purse-that of investigating 
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the wisdom, faithfulness, and· economy with which the grants 
had b~en expended: The right to control and examine 
expenditure, though of later growth, is a vital part of the 
system therefore. The extent to which these claims have been 
exercised has been dependent· on constitutional development, 
and has consequently varied at different periods of history 
according as the House of Commons was weak or strong, Anson, 
indifferent or critical. The principle of voluntary grants ~on., 
was indeed definitely established in the fourteenth century, ~~. ;;q.I4' 
as also the right of inquisition into the application of the cpo 
funds so provided; 1 but during the following two centuries C.N.E. 
Parliament lost its control. It was not until the fall of the App. 13 

Stuart dynasty that it finally and completely established 
its sole right to control grants. The right to control ex
penditure was more difficult to establish in practice, so long 
as the executive which was responsible for the expenditure 
was independent of the House of Commons. -As soon, how- Bast
ever, as the executive became dependent upon the legislature, able, 
the details of financial management were brought before ~f:': 
the lower House. This was the inevitable result of the estab- VI. I, § , 

lishment of cabinet government. But; not only does this 
form of government bring the administration of finance under 
the control of the House of Commons: it' achieves far more. 
It ensures the two conditions which are essential to the efficiency 
of that administration-publicity and responsibility. • Finance -Wilson, 
is not mere arithmetic: finance is a great policy. Without quoted 
sound finance, no sound government is possible: without ~~l~ast
sound government, no sound finance is possible: The problem Pub. 
of public administration is to so expend the money provided Fin. 
as to secure the maximum of efficiency. There is no principle 
more clear, though the truth is too often apt to be overlooked, 
that administration and finance are not merely interwoven, 
but that finance is an indivisible part of administration itself. 
The administrator is always working with both factors; he 
is cutting a coat according to his cloth, and the quantity of 

1 Hatsell mentions that in 1340 William de la Pole and John CharnelS Hatsell, 
were called before certain persons assigned by Parliament and required to p. [or 
give an account of their receipts and expenditure as treasurers, and notices 
that it is the first occasion on which' money given in Parliament was by them 
ordered to be accounted for to persons appointed by themselves.' 



Bast
able, 
Pub. 
Fin., 
VI. I, § 3 

C.P.M. 
11157, 
App.2, 
P·550 

R. 1882, 
770 T.M. 

C.P.M. 
1857, 
App.2, 
P·547 

6 PARLIAMENTARY GRANTS 

cloth is just as vital a factor in the problem as the pattern 
of the futu~e coat in his mind's f!ye. A body of trained 
administrators under an absolute ~onarch might be able to 
ensure observance of the technical rules of public economy, 
though the probabilities would be against a satisfactory 
result. This can only be achieved by the full publication of 
authentic accounts and the influence of public opinion, direct 
or indirect. Secrecy breeds prodigality, oppression, and, if 
not injustice, at least a sense of injustice. Publicity is the 
safeguard of popular liberties, and secures control over the 
accounts. Responsibility guarantees a proper supervision 
over expenditure and minimises the tendency to unnecessary 
and extravagant, if not improper, spending. The develop
ment of constitutional arrangements in respect of financial 
matters, which was the inevitable and concomitant result of 
the institution of cabinet government, owes its success to 
the fact that it is fotmded on these two comer-stones: the 
publicity of the accounts rendered to the House of Commons, 
and the responsibility of the executive to that House. 

Real responsibility cannot be attached to the acts of the 
executive without publicity, and can only be ensured if, after 
the executive has performed its part, the way in which that 
part has been performed is ascertained by independent officers, 
and the result made known to Parliament. 

The Value of the publicity of the accounts is in direct 
proportion to their completeness and detailed information. 
However valuable a summarised statement may be in affording 
prima facie evidence that the provision made by Parliament 
has been followed, it cannot in itself furnish that full infor
mation which Parliament is entitled to have and which alone 
will enable it to follow up the expenditure. This principle 
applies not only to the normal annual provision, but still 
more to any extraordinary and supplementary provision 
made during the year. If Parliament has placed money at 
the disposal of a department for extraordinary services, that 
department is bound to show Parliament in return, as com
pletely as circumstances permi( the manner in which the 
money so entrusted to it has been expended. Publicity 
furnishes the most effectual mode by which control can be 
exercised through the instrumentality of an audit office, 
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and is therefore a most effective check upon improper or 
irregular expenditure of. every kind, provided due advantage 
is taken of it; but, as Mill points out, 'publicity is no im~ Rep. 
pediment to evil nor stimulus to good, if the public will not Govt., 
look at what is done.'. At least the opportunity is provided, P·32 

for without publicity the public could neither check nor 
encourage what it was not permitted to see. 

At the present day, the claim of the House to supreme control 
in money matters is fully recognised and, in theory, practised; 
Such deficiencies in parliamentary control as do "exist are the 
result, not of indifference on the part of the House of Commons 
or any failure t6 appreciate its responsibilities~ nor to any 
external refusal to re~ognise that control, but to causes. in
cidental to the development of modem parliamentary practice 
and procedure. The modem tendency is undoubtedly to 
magnify the power of the executive at the expense of indi
vidual members of the House, and is one which in the interests 
of parliamentary control should be resisted, though the power 
of resistance is too often weakened by the necessities of public 
expediency and convenience. The modem House of Commons 
has indeed, from time to time, done all in its power to increase 
its control, and is fully alive to the importance of making it 
as effective as possible. In many respects it ·has secured 
a control which leaves little to be desired. In others it still 
feels that it is 110t as powerful as it should be, in proportion 
to its respo~sibilities. Some of the difficulties with which 
it has to contend are probably insuperable under modem 
conditions. Others would doubtless be gradually solved by 
experiment and the determination to overcome them-which, 
in matters of finance, has been a characteristic_ of the spirit 
of the House of Commons during the last sixty years, at any 
rate as an abstract theory. An efficient control exercised Cpo 
by the House of Commons would assist in maintaining proper ~.N .~ .. 
economy by strengthening the hands of the Treasury. So far v. 9 

as such control is effected by the Public Accounts Committee 
on behalf of the House, this is undoubtedly the result; but Cpo 
in regard to direct parliamentary action the opposite is often ~:C. . 
the case, the hands of the Treasury being forced in order to E~~b., 
comply with the continual demands made by members or 2 R. Ev. 
groups for favourable treatment for individuals or classes. 17443-6 
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Though the system of accounting for parliamentary grants 
necessarily possesses many of the features which are generally 
understood t~ be included in the term accounting, as applied 
to commercial affairs, it cannot in its wider and more important 
aspect be treated from the commercial point of view at all, 
for it is founded on constitutional principles and is dependent 
on state policy. The essence of commercial finance is the 
outlay of money with the object of securing a monetary 
profit. The object of state finance, under parliamentary 
government, is to strike a balance between receipts and expendi
ture or, in practice, to aim at a small surplus in order to prevent 
the chance of a deficit. 'A state that has large surpluses 
is as ill managed as one w~th large deficits.' The profit to 
the state on its turnover is the measure of efficiency which 
the public service attains--' a thing which may be metaphori
cally more precious to a nation than rubies and much fine 
gold, but which, unfortunately, cannot be priced and booked 
up in a ledger: 

The deliberate creation of a profit, or surplus, would be a 
breach of constitutional propriety. The proceeds of taxation 
should not be allowed to accumulate, pending the decision of 
Parliament as to their appropriation. Statutory provision 
must be made, during each financial year, to ensure that all 
the money to be raised during the ~year shall be applied to 
a distinct use within the year. If, therefore, the budget 
statement were to show an imprudently large surplus, the 
-House of Commons would bring _ pressure to bear to procure 
a reduction of taxation, with a view to securing a closer bal
ance. The intention of this statement is not only to explain 
the scheme of taxation, but also to satisfy the House that 
the public income to be raised will be sufficient, and no more 
than sufficient, for the expenditure which the government 
proposes to incur. This is the first important step in our 
system of financial control. 

The right to impose taxes and _ to vote money for the exi
gencies of the public service is the most important power 
that can be vested in any branch ofthe legislature, and furnishes 
one of the main instruments of political power. With the 
complicated relations of finance and public credit which 
prevail in this. country, the power of giving or withholding the· 
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supplies at pleasure, which rests with the House of Commons, May, 
makes the position of that House one of absolute supremacy. ~arl. 
At the same time, Parliament depends for its legal existence p~~c., 
upon the exercise of the royal prerogative. It can only T dd 
commence its deliberations at the time appointed by the P~rl.' 
sovereign and must cease them when he wishes. Any undue 0>v .. 
exercise of the royal prerogative in the direction of restricting 11. 139 

deliberation could only re-act on the Crown, which would ~~on, 
be prevented from getting the supplies it required. The i. 286 
strictly limited aPl?ropriation of t~e grants for the current May. 
financIal year only IS therefore practIcally a law'for the annual ParI. 
meeting of Parliament. So long as the Crown was possessed Prac .. 
of hereditary revenues which satisfied many of its needs p. 39 

and was only obliged to apply to Parliament at irregular Hallam. 
intervals for subsidies the control of the House of Commons ~~r' 
was remote. In the medireval ages 'no means existed of iii. • 
assigning portions of the grant to particular services or indeed 27-29 

of providing that the king should not spend the entire sub- Anson. 
sidy on purposes quite different from those for which it ~i8' 
was asked; so when the grant was made the virtue had gone 1. 

out of the Commons; and they could exercise no .control over 
policy till money was wanted again.' 

The supreme control of the Commons oyer public grants, 
as already mentioned, necessarily demand~. the complete 
right of control over the manner in which those grants are 
spent. This second right must be inseparable from the ;first 
if the control over the grants is to be effective; but it is a 
right which was not claimed nor enforced by the House of 
Commons until long after the right of control over supply 
had been established. Though the Bill of Rights was but May. 
a declaration of the ancient law of England and made no new ParI. 
claims for Parliament, it defined and brought into relief what ;~~c .. 
the rights and privileges of Parliament were. The occasion Anson 
was ripe for claiming the exercise of powers hitherto dormant, Con .•• 
or hardly appreciated. Among these, the claim to control i. 26 

expenditure began to be exercised practically for the first 
time; but it was not for nearly two hundred years more that 
it arrived at full maturity .. The reason for this slow develop-
ment of a natural and, indeed, necessary claim is to be found 
mainly in the fact that Parliament failed to appreciate the 
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fact that any advantage was to be gained by exercising the 
right. So long as the House of Commons felt it was con
trolling exchequer issues, both as regards the authority for 
issue and the appropriation, it was satisfied to leave the 
c.ontrol of expenditure to the executive. _ When once the 
fallacy of this view was exposed, the development of the 
House of Commons' right followed and has now been carried 
to almost its farthest conclusions. The control of the House 
of Commons over expenditure, as well as over issues, is now 
recognised as supreme. Whether the control is effective or 
not depends on" two main factors: firstly, on constitutional 
and parliamentary procedure and practice, and secondly, on 
the machinery which Parliament sets up for seeing tha.t its 
will is carried out." The second of these considerations will 
be dealt with in succeeding chapters. 

In its constitutional aspect then, the English system of 
finance and the rules of financial administration are based on 
the principle of supreme control by the House of Commons, 
and the machinery, by which it works, hasb~en built up, 
developed, extended or modified to meet the requirements 
of that principle. As evidence of the efficacy of the system, 
it has been pointed out that the fact of the great financial 
economy practised by the English government for several 
generations, as compared with" foreign governments, was very 
striking. Comparing the history of English finance since 
1820 with that of any continental country, it would be found 
that the expenditure of the English government, the central 
government, had increased, in comparison with that of con
"tin~ntal governments, very little indeed. Such a fact cannot 
but be a great testimony to the economy of the system and 
to the efficacy of treasury control. 

Financial Aspect 

The extent of parliamentary control over supply grants 
is affected, first, by the method in which they are made, and, 
secondly, by the efficiency of the system under which they 
are accounted for. Of these, the latter far transcends in 
importance the former, in the sense that strictness of granting 
would be rendered nugatory by laxity or deficiency in account-
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ing. as has been amply illustrated by the history of parlia
mentary control, whereas strictness in accounting· would 
greatly mitigate the drawbacks of laxity in granting. 

A sound system of finance should possess the qualifications Bast-
of completeness, intelligibility, and timeliness, and should able. 

be SO administered as to ensure accuracy and economy. ~?b. 
Nothing ensures a sound system more than the keeping and v~~ili. § I 

publication of true and intelligible accounts. Accuracy should Bowles. 
be obtainable in all systems in the absence of deliberate ~at. Fin. 
attempts to conceal facts. Intelligibility can be secured by ~ Ir8. 
a logical metJ.lod of arrangement. The remaining qualifica- e . 7 
tions are, however, dependent on factors outside the system 
and can only be obtained in so far as they are able to be fitted 
in with,. or are not opposed to, the prevailing political and 
constitutional conditions. 

In the English system, completeness is sacrificed in two 
directions to such considerations. The qualification of com-

. pleteness demands that the full amounts, both of receipts 
and expenditure, should appear if a true and exact statement 
of national finances is -required, and if parliamentary cO!ltrol 
over the whole is to be secured. This principle was affirmed 
by the House of Commons in I848 when it resolved that 'This 103, 

House cannot be the effectual guardian of the revenues of C·J·.580 

the state, unless the whole amount of the taxes and of various Cpo P.P., 
other sources of income received for the public account be vol. x., 
either paid in or accounted for to the exchequer.' The import- 18

3
1

, p. 4 

ance of the Foint was again emphasised during a debate in the Hans.3 s. 
House in I8S4 and by the Committee on Public Monies in ~~84 
I8S7, which declared that' It is essential to a complete parlia- C.P.M., 
mentary control of the public money that no portion of it 1857. R., 
should be arrested in its progress to the consolidated fund para. 2 

from which alone it can be issued and applied with parlia- Cpo 
t ., This n nised·· 1 C.P .M., men ary sanctlon_ we -recog pnnClp e was even- 1856 , 

tually embodied in legislation in I866, the Exchequer and App.2, 
Audit Act providing that the gross revenue should (after P·576 

deduction of drawbacks, repayments, and discounts) be paid 
into the exchequer. This provision has, however, never been 
fully complied with. The system of assignment of local C.N.E. 
taxation is at variance with this enactment, and results in Ev. 
large sums being intercepted and expended locally, with the II35,etc. 
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Bowle~, result that the natiomi.l statement ~f expenditure contains 
~at. Fm. no record of them and they are not brought within the pur
~~ ;i~5, view of Parliament. It is, however, doubtful whether the 
& I908, control over such assigned revenue is any less effective than 
p. I3 it would be if an equal sum were given to the local authorities 

C.N.E., 
App. I2, 
I. 

C.N.E. 
Ev. 
J025 

by a statutory charge on the consolidated fund, or even whether 
control could be more effective, from a practical point of view, 
if these big subventions-the ultimate appropriation of which 
Parliament does not pretend to follow up, and could not 
follow up itself-were made the subject of annual vofes. 
I t would be beyond the scope of this work to consider 
more fully this question of diversion of public money to other 
channels than the exchequer. 1:he arrangement is a matter 
of policy, which has been deliberately adopted by Parliament. 

Secondly, the quality of completeness is sacrificed to 
simplicity. 

The effect of financial measures during any specific period 
may be shown in one of three ways. The usual commercial 
method is to compile a statement of cash transactions during 
the period, supplemented by a balance-sheet of those financial 
transactions which have not developed into cash transactions 
and by a profit and loss account, thus providing a complete 
financial statement of the concern. 

By the second method as adopted in France, a personality, 
as it were, is given to the period, and a statement of accounts 
is prepared which includes all the revenue which properly 
belongs to the period, irrespectiye of the date of receipt, and 

Bast- all the expenditure incurred in respect of it, though perhaps 
able, not paid till after the expiration of the period. This method 
~:: possesses the obvious drawback of delay in rendering the 
VI. ii. § 4 account, though the account compiled shows more precisely 

Idem 

the r~leffect of the operations of the period. 
he third method is to deal with cash transactions during 

the eriod alone, and to ignore all assets and liabilities until 
such time as they are realised, when they enter as cash trans
actio s into a subsequent account. Such is the method 
adopt d in this country. It is the system of annuality strictly 
applie. Only actual incomings and outgoings of the ex-
cheque within the financial year are considered in the national 
accounts and the departmental accounts are similarly accounts 
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solely of the cash transactions which actually take place 
within. the year. If, for instance, there is money still owing R. 1912, 

to a department for a repayment service, it cannot be shown Ev. 945 
in the appropriation account as an asset, for that account 
is a cash account simply. If, owing to the importance of the 
outstanding asset, Parliament ought to be informed of it, 
the' fact must be recorded by means of a note. If the failure 
to realise the asset within the year results in a deficit, the 
fact would of course be brought to the notice of Parliament 
in the explanation of the deficit. 

Such a system possesses the benefic!al qualities of simplicity, 
directness, and rapidity in closing the accounts. It is true 
that balance-sheets are prepared, but these deal only with 
cash balances and. are in no sense balance-sheets in the com
mercial sense. An Imperial balance-sheet, or even a depart
mental balance-sheet on such lines, would be a practical C.N.E. 
impossibility, for many of the assets or liabilities of the state Ev. 
could not be expressed financially in the manner in which 10

7
2 

the goodwill of -a business concern is assessed. In particular 
cases, valuations of stock may be supplied when thought 
necessary by Parliament, but such valuations are in no way 
prepared for balance-sheet purposes, nor embodied in any 
general statement.1 Strictly speaking, there is no such thing 
as a capital account of the revenues of the British Empire. 

On the other hand, the danger of the system is that it may Idem, 
encourage the mischievous practice of a department, with. a 1025 
balance in hand towards the close of the year beyond its 
requirements, applying it to expen.diture which should properly 
belong to the succeeding year in order to a void a surrender 
of voted money to the national debt; while it is also suggested 
that a Chancellor of the Exchequer, who anticipates a surplus 
on his estimated revenue, might let it be known that he would 
be prepared to accept supplementary estimates for services 
nQt provided for in his original budget. Such practices are. Cpo 
neither consistent with economy nor with sound financial w.o. 
practice, as they tend to hurried and lavish expenditure. They ~~~: IV. 
require therefore to be strictly watched. H. 

1 These remarks do not apply to such concerns as the government factories, 
which are dealt with as business conc;ems ;met for wldch balanc:e-sheets on 
c:ommercial lines are prepared, . 
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With the exception of .the proceeds of local taxation, 
previously mentioned, and of departmental receipts which 
will be referred to later, all revenue is paid into one central 
fund at the Banks 9f England and Ireland, termed the con
solidated fund, and from this fund alone the grants authorised 

27 G. III. by Parliament are issued. The fund, originally formed in 
c. IJ 1787, is replenished by the proceeds of taxation and by public 
Cpo R. loans when necessary. The former are the direct result of 
~~::;!~~. parliamentary action, the latter of treasury action alone. 
1785. The statutes, under which ~uties and taxes are imposed, 
p. 60 usually prescribe their continuance _ until Parliament otherwise 
Pub. Inc., determine. They therefore remain in force continuously, 
p. 8I1 when once imposed, in the absence of further statutory pro-
Redlich .. I d h t· li I H. of C.' vislOn. n. or er, owever, 0 secure par amentary contro 
iii. 126' from year to year, it is customary to subject one important 

customs duty and one direct tax to annual renewal, and on the 
discussion of these criticism may be directed to the continuance 
of any other duty or tax. The replenishment of the con
solidated fund is therefore continuous and, up to a certain 
point, independent of direct annual legislatio(: though it is 

Idem. to be remembered that Parliament when grantin~ the variable 
p. 130 taxes and duties in the Finance Ac~ and passing the Appro

priation Act, gives the ultimate legal and financial sanction 
to the whole finance of the current year. 

Issues out of the .consolidated fund can only be made to 
meet parliamentary grants. Such. grants may either be 
in .the form of standing charges or of annual grants. An 
essential. preliminary to a grant is the justification to Parlia
ment of its necessity: in other words, a statement of the 
estimated cost of the service for which the grant is required. 
Such an estimate may be for a defiI?-ite service, or for general 
use during a definite period, or finally for a definite service 
within a definite period. In a word, an estimate may be 
vague or clearly defined, according to the usage or require
ments of the system or conditions under which it is made. 

Economy can only be secured if the estimates of expenditure 
are carefully prepared and kept as low as possible, consistent 
with efficiency. The extent to which they are intelligible 
to, and can be controlled by,' the body to which they are 
submitted depends upon their arrangement and detail. In 
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early days of English parliamentary history, the supplies 
were voted en masse to the sovereign and the detail of ex
penditure was left to hi,S more or less uncontrolled discretion. 
Up to the beginning of the eighteenth century only one grant 
was made.for the army, while the navy vote remained un
divided up to 1798. To-day the estimates are prepared and 
voted under innumerable heads. The development of the 
system in this respect represents the aim of Parliament at 
securing control over the expenditure, for, broadly speaking, 
the more detailed the estimates are, the greater the control will 
,be. It is, however, not only impcssiblefor a large assembly to 
do more than control the larger heads of expenditure, but it 
is also a serious handicap to the administration to be restricted 
by an excess of detail. The present, system represents the 
mean which practically affords the maximum of parliamentary 
control with the minimum of restriction on the administration. 

The estimates are· presented in three main divisions--
namely, for the army, navy, and civil services including 
revenue departments, those for the civil services being' sub
divided into classes. Each of these classes of the civil service 
estimates and tJ.1e army and navy estimates are divided into 
votes, which constitute the basis for the parliamentary grants. 
When making the grant, Parliament appropriates it ·to the 
particular vote, and it cannot legally be applied to any' other 
vote though, in the case of the army and navy, transfers 
between votes are in certain circumstances permitted, parlia
mentary sanction being subsequently obtained. Gener~lly 
speaking, however, the money voted by Parliament is granted _ 
for a particular vote only, and it is therefore clear that the 
larger the number of the votes, the greater control Parliament 
is able to secure. The form in which the estimates are pre
sented is a matter of importance not only in the securing 
of control over expenditure, but also in assisting criticism 
of their desirability by the information they give. The 
proper arrangement and classification strengthen parlia
mentary control by rendering the course and variations of 
expenditure, as well as its description, more easily understood 
and followed. 

The qualification of timeliness is in many respects the 
most important, for the success of a public financial system 
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depends in a large measure on the extent to which the pre
paration, execution, and audit can be brought together in 
point of time. Unless expenditure follows closely upon 
estimate, the difficulty of forecasting is increased, the estimates 
will not approximate· to the result, and the value of criticism . 
on the estimates will be proportionately reduced. If audit 
does not follow closely on expenditure, the difficulty of investi
gation is increased, waste and extravagance cannot be easily 
brought home to the responsible individuals, and the effect 
on future expenditure is lessened by the report being delayed. 
The fact that ordinary expenditure is repeated every year, 
and, speaking 'generally, not oftener, and that the principal 
physical and economic conditions recur in the same period, 
marks out the period of a year as the most convenient for 
which to make up the public accounts. If a shorter period 
were selected, estimate and comparison would be rendered 
difficult by the inevitable occurrence of accidental changes 
or the effect of special circumstances. A longer period would 
tend to conceal real variations. An indefinite period is 
objectionable in that it either entails an incomplete statement 
if the expenditure is accounted for at specific times, or, if no 
account is rendered until the whole grant be spent, the account
ing for and audit of the earlier expenditure would be unduly 
delayed. Under the present system this is obviated, as the 
accounts are prepared on an annual basis and include only 
the expenditure which actually takes place within the year. 
Supply is definitely granted for the service of the year and 
any unexpended balance must be surrendered to the exchequer; 
it cannot be carried forward. Parliament therefore knows 
that the accounts it receives are final statements of the expen
diture of its grants. It deals with each year separately and 
'independently of the precedinz or succeeding years. 

The drafts made on the consolidated fund for supply 
services are available only for the supply. belonging to the 
financial year to which the acts under which they are made 
apply. They cannot be used for the supply of another financial 
year. Nor, moreover, are the drafts made to meet the supply 
voted in one session applicable to the supply voted in another 
session. If, therefore, a supplementary estimate be taken 
towards the close of the financial year. the grants it authorises 
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cannot be )egally met from consolidated' fund issues made 
under acts in the previous session, even though made for the 
service of the same financial year. Fresh issues from the 
consolidated fund must be provided in the then current 
session. 

So far as the rendering of the accounts in an annual form 
is concerned, it is immaterial on· what date the financial year . 
should commence. The determination of the date is actually 
decided by parliamentary practice as affecting the question 
of bringing the estimates and the expenditure as close together cpo 
as possible. Up to 18541 the financial year coincided with Bast
the calendar year. The effect of this was "that, unless there able, 

Pub. 
was an autumn. session, the estimates had to be presented Fin., 
either a long time before the expenditure was to commence VI.ii. §3. 
or else after it had commenced. In the former case, accuracy 
was impossible. In the latter, expenditure took place with-
out parliamentary sanction, 'Or recourse to votes on account 
was necessary, such votes having somewhat the character 
of temporary votes of credit. It was sought to overcome May, 
the difficulty by making the financial year commence on Pad .. 
1st April, the hope being entertained that the presentation pr~c'8 
of t~e estimates to Parliament .at the commencement' of the ist.4 

sessIOn would enable the committee stages to be completed Pro. 
and the Appropriation Act finally passed before that date. EV.2 

This hope has never been realised. The system, however, 
enables the presentation of the estimates to be postponed 
until a date which is closer to that on which the expenditure 
begins than was formerly the case. 

The presentation of the estimates to Parliament provides 
the basis for the grants. When these have been made, the 
responsibility for the expenditure rests with the executive, 
which is required to render accounts showing that the inten
tions expressed in the estimates have been carried out. Such 
accounts are termed appropriation accounts, since they are 
not merely statements of expenditure but. are classified state-

1 Up to 1799 the public income and expenditure accounts were made up Pub. tllC., 

to Michaelmas. After that date they were made up to 5th Jan. In IS32 the ~ 8'4 . 
annual budget was made up to 5th April, but supplies were taken up to 31st c~~~n~oJ. 
March. Atthis period, therefore. there were three distinctterminations ofthe ii. Pt. II. 
financial year-5th Jan.; 5th April, and 31st March. In ISS4. under 17 & IS p. '49 

Vict. c. 94, § 2, finance accounts were made up to 31st March. 
c 
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ments of the appropriation of the grants, which enable Parlia
ment to see the extent to which the legal appropriation of 
each has been followed. Surpluses and deficits on each grant 
are set out, and the account shows what unexpended balance 
is available for surrender to the exchequer or what excess 
spending will require a further grant. 

The examination of these accounts on behalf of the House 
of Commons is provided for by statute and by standing order. 
The Exchequer and Audit Act requires the Comptroller and 
Auditor General to audit and report on the accounts, while, 
under a standing order of the House, a select committee 
on public accounts is appointed at the commencement of 
every session to report on them. The nature and effect of 
these examinations will be de3.J.t with more fully later. It 
is only necessary here to point out that the Exchequer and 
Audit Act removed the evils of delay in audit to a very great 
extent by not only fixing the dates on which the accounts 
were to be rendered, but also those on which they were to be 
reported on, thus ensuring the timeliness of the system so 
far as expenditure and audit are concerned. The accurate 

3 R. appropriation and exact audit which have been secured, 
1896, 16 have enabled the needs of the public service to be nicely 

gauged, and the control of Parliament has therefore been 
proportionately increased. 

Redlich, 
H.ofe., 
iii· I24 

II. PARLIAMENTARY PROCEDURE 

There are many internal restrictions on the theoretically 
supreme control of the House of Commons as a body over 
money matters, due partly to parliamentary procedure, 
partly to modem conditions: some advisedly set up by the 
House itself, others sprung from constitutional usage, and 
others again the unavoidable result of modem developments 
of the financial system. 'All the rules as to financial pro
cedure are measures intended to protect the House against 
itself, to prevent hasty grants and ill-considered increases 
in the responsibilities of the people,' while at the same time 
such rules are the best safeguard of the minority against the 
autocracy of the majority. 

Reference to these points must necessarily find a place 
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in any attempt to deal with the subject of pubUc accounting 
from the point of view of parliamentary control. The treat
ment of this portion of the subject will therefore extend in 
a measure to the general question of public finance in order 
that the narrower field of public accounting may be subse
quently the better understood. There are three stages of 
finance affecting the House of Commons,-namely, estimates, 
expenditure, and accounting. The control of the House of 
Commons is exercised mainly in two stages only, firstly ill 
considering and authorising the proposals made to it, whether 
of taxation or expenditure, and secondly in dealing with 
the results, the completed accounts of the same. 

Control over the Course of Expenditure 

Its power of control over the intermediate stage, the 
course of the expenditure, is necessarily and properly limited. cpo . 
The House of Commons is a deliberating and legislating body. ~ed~~h. 
It is not a ruling body. Into the details of administration P;~. vi:
it is, as an assembly, essentially unfit to enter. 'There are vii. 
some prerogatives with the exercise of which the Houses of Todd. 

P 1· t dinaril' f' f . ddl' I t ParI. ar lament mus or y re ram rom mterme mg, es Govt., 
their intrusion should be equivalent to an unwarrantable i. 142; 

interference with executive functions.' It is no part of the ii. 150 

functions of the House of Commons to administer, and, though 
it has the right to investigate methods of administration, if 
it suspects that they are causing waste and extravagance, it 
has no right to interfere with a view to relieving the depart- Redlich. 
ment of the functions of administration. It arrives at a H. of C., 
decision, but has technically no power of taking administrative ~~:23-
action beyond its own borders to carry out that decision. 
It has • no direct control over any single ~epartment of the May, 
state. It may call for papers, investigate the conduct of ~nst. 
public officers, and pronounce its opinion upon the manner ii.

JSi5-6 

in which every function of the government has been, or ought 
to be discharged, but it cannot convey its orders or directions 
to the meanest executive officer, in relation to the performance 
of his duty.' Practically it secures that effect is given to its 
decisions through the instrumentality of the government, 
as well as by means of the unlimited legislative competence 
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which it possesses. To attempt direct administrative action, 
however, would be an infringement of a fundamental pririciple 
of the constitution. 'Parliament recognises to the full the 
importance of non-intervention in matters of government; 
and on the rare occasions when it has encroached upon exe
cl,ltive functions, such encroachment was the result of error 
rather than intention. Disapprobation of a minister, of a 
departmenf, of a policy, may be, and is from Hme to time 
expressed, but interference with the action of a minister, 
or of a department, or with the development of a policy is, 
on the whole, carefully avoided.' Its intentions are expressed 
in legislation, by means of which alone public departments 
can legally be made to change their modes of action. It 
is the duty of the executive to carry out those intentions. 
When this has been done, Parliament has the right to examine 
the results. So long, however, as the executive is carrying 
out the prescribed programme and acting in accordance with 
the recognised principles, any interference would not only be 
unjustifiable but harmful. The proper office of Parliament, 
as Mill points out, is 'to watch and tontrol the government, 
to throw the light of publicity on its acts, to compel a full 
exposition and justification of all of them which anyone . 
considers questionable, to censure them if found to merit 
condemnation, and if the men who compose the government 
abuse their trust, to expel them from office.' It is not its 
duty to decide upon matters of administration itself, but to 
take care that the persons who have to decide them are the 
proper persons, and are honestly and intelligently chosen. 
, Deliberation, and not dispatch, is the duty of the House of 
Commons.' Again, 'when a popular body knows what it is fit 
for and what it is unfit for, it will more and more understand 
that it is not its business to administer, but that it is its business 
to see that the administration is done by proper persons, and 
to keep them to their duties.' The working of constitutional 
government necessitates the delegation of certain powers 
to every department. If such powers are exercised with the 
knowledge of Parliament and subject to its control, they can 
be more advantageously discharged by the responsible minister 
or his department, which has the special or local knowledge, 
than by direct parliamentary action. A recognition of this 
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principle does not in any way prevent Parliament from raising 
questions as to points op which it suspects that its will is not 
being carried out. In such cases it is clearly within its func

-tions to call the responsible minister to account with a view 
to demanding those administrative steps which will ensure 
its intentioDs being complied with, or to preventing others 
which would be in opposition to its will. By questions Anson. 
addressed to ministers, by motions for papers on matters ~n .• 
oIpresent interest, members are able to exercise that constant 1. 370 

criticism and control of the executive which the system of 
cabinet government puts into the hands of the legislature. 
The chief danger of the system is the liability to abuse by an 
undue extension in unimportant matters, thus causing unneces-
sary work in the departments and undue expense by the work 
entailed. The "tontrol of Parliament over the course of expen-
diture is limited to its control over the executive; and so long 
as the government possesses _ the confidence of the House, 
no active exercise of control would take place except in case 
of suspected illegality. Any other system would be subversive 
of administrative responsibility. and contrary to constitutional 
usage and procedure. It is true that pressure is frequently 
brought to bear on ministers during the year to remedy griev-
ances or to incur special expenditure, but action of this nature 
is on a different footing and is rather an attempt to amplify 
the intentions of Parliament than to prematurely investigate 
the expenditure which is in point of fact taking place. 

This principle obviously only holds good so long as the 
general scheme of expenditure put forward by the government 
and approved by Parliament is adhered to. Parliament 
should be informed at the earliest possible date of any important 
modification of that scheme, even though a further parlia
mentary grant may not ,be required. 'When an important R. 1877. 
arrangement with respect to the expenditure and receipt 130 

of public moneys is subsequently modified. such modification 
ought to be explicitly made known to Parliament: If no 
substantive grant is required this may be effected either by 
the presentation of a detailed supplementary estimate for a 
token vote or ' by presenting an explanatory statement, on the 1 R. 
principle whereby a revised shipbuilding programme _ is laid 19~6M 
before Parliament whenever any considerable changes are 9 • • 
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introduced in the course of the year, and on analogy with 
Mr. Monk's resolution of 4th March, 1879, with reference to 
transfers between votes.' 

Control over Results 

, It is undoubtedly the business of the House of Commons 
to be responsible not only for the inception of all public ex
penditure, but also to follow the money raised by taxation 
until the last farthing is accounted for.' This, however, does 
not mean that the House itself must follow up the expenditure 
in detail, nor, as explained elsewhere, would such procedure 
be possible. The exercise of control over results is effected 
mainly through the agency of the Public Accounts Committee 
and the Comptroller and Auditor General, whose functions 
will be dealt with in detail in succeeding chapters. It need 
only be observed here that in practice the House of Commons, 
as a body, exercises no direct control over the completed 
accounts except in cases which are specially brought before 
it for consideration or decision, or when further provision 
in the form of an excess vote is required to meet· expenditure 
in excess of provision, and in the case of the army and navy 
when its covering sanction is required for the powers of vire-

E. & A. _ ment exercised by the Treasury. The accounts, with the 
ACt,U22 reports on them, are, in accordance with statute, laid before 
& 32 the House, which thus becomes officially aware of the results, 

Cpo 
Est. Pro. 
Ev. 2 

but the forms of procedure make no provision for their con
sideration or for their criticism. That duty is left to the 
Public Accounts Committee, which is able to discharge it 
much more efficiently and effectually than could be done 
by the House itself, with the result that control over results, 
though indirectly secured-if indeed it can correctly be 
termed parliamentary control at all-is far more real and 
more close than it could possibly be· if directly exercised by 
the House of Conimons. 

Control over Proposals: Procedure in proposing, granting, 
and rendering available Supplies 

There remains for consideration the question of control 
over proposals, and the essential portion of this question 
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is control over the estimates of expenditure, for it is by the 
estimated expenditure that the amount of revenue to be 
raised is fixed. Control over the revenue is practically limited 
to criticism of the proposed methods of raising the requisite 
sum and can be nothing else. Criticisms on the estimates 
may be directed to reducing the proposed expenditure; but 
once the amount is settled it is the duty and the necessity 
of Parliament to provide that sum, and only that sum. 
Destructive criticism may be directed at the estimates with a 
view to causing their modification or reduction, but, speaking 
generally, destructive criticism of the revenue proposals 
must be accompanied by constructive criticisin. The necessary 
money must be provided; the House cannot seek to relieve 
the taxpayer in one way without proposing to burden him 
in another. If it wishes to reduce the revenue absolutely, 
it can only do so by first reducing the estimates. Parlia
mentary control over the proposed financial programme of 
the year becomes therefore, apart from the policy of the 
method of raising the revenue, almost entirely a question of 
control over the estimated expenditure. 

Constitutional practice, the rules of parliamentary pro-
cedure,' and statutory provisions require various steps to be 
taken in making the grants, and in rendering. them available. 
A brief consideration of these steps' will assist in showing the 
extent to which they secure or limit parliamentary control. 

Parliamentary procedure and practice may appear to be 
exceptionally complicated, to involve unnecessary stages, 
to invite obstruction by their multiplicity. Each process, 
however, each form of procedure, each formality, constitutes 
an integral portion of a harmonious whole. Each performs 
a valuable function in the system which has been built up 
in the past and which, with modifications to suit modern 
requirements, provides to-day those safeguards which are 
now needed even more, though for different reasons, than in Redli'ch. 
former days. 'Nothing tends more to throw power into ~.c;: c. 
the hands of the administration and those who act with the 1. 5 
majority of the House of Commons than the neglect of, or 
departure from, these rules. The forms of procedure, as 
instituted by our ancestors, operate as a check and control 
on the actions of ministers, and are in many instances a shelter 
and protection to the minority against the attempts of power.' 
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It is not difficult to see how this is so. for were there no such 
rules. and it were possible for the House of Commons by a 
single resolution to legislate and make such legislation operative 
forthwith. the power of the government would be uncontrolled 
in the highest degree; whereas, under the existing syst~m, 
• the passing of a bill is guarded by scrupulous precautions 
to ensure full consideration, and to prevent legislation by 
surprise.' The importance of the point has been expressed 
even more strongly: • the very existence of a Parliament 
rests on its rules of business as a foundation, and in the last 
resort its whole energy may come to depend upon t1:J.e correct 
solution of a problem of procedure.' In matters of financial, 
more perhaps than any other form of legislation, the pro
cedure is important as a safeguard against extravagance and 
in securing parliamentary control. • The House of Commons,' 
Hatsell points out, • have with great wisdom imposed these 
rules and restrictions upon themselves, in the exercise of 
that great and most important privilege, .. the sole and ex
clusive right of granting aids and supplies to the Crown," in 
order (as it is their duty when they are imposing burthens upon 
their fellow-subjects) to give every opportunity for free and 
frequent discussions, that they may not, by sudden and 
hasty votes,' incur expenses, or be induc~d to approve of 
measures which may entail heavy and' lasting burthens upon 
themselves and their posterity.' . 

Demands of the Crown 

5.0. 56 In the proposal of grants, the House of Commons cannot 
Cp.Todd, take the initiative. Under constitutional practice the demand 
Pari. must come from the Crown, through a responsible minister, 
Gov.. .. 
ii. 65 and for such demands the government IS solely responsIble. 
Hans. 3 s. Unless and until such a demand is made the House can neither 
clxxxi. propose, discuss, or make a grant. No proceedings towards 
113

1 raising or allocating money would otherwise be in order. 
~tsell, Over this step, therefore, the House of Commons, as such, 
p. 104 has no control. • The Crown demands money, the Commons 
May, grant it, and the Lords assent to the grant. The Commons 
ParI. do not vote money unless it be required by the Crown, nor 
Prac.. f 
p. 545 impose or augment taxes unless such are necessary or the 
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public service as declared by the Crown.' The demand of -Cpo 
the Crown may be made in one of four ways : ~son, 

(i) In the speech from the Throne at the opening of i. :68 
Parliament. 

(ii) By messages desiring pecuniary aidl May, 

(iii) By a demand for a vote of credit during the session. :arl. 
(iv) By the presentation of an estimate p~~~'5-6 
The methods to be adopted depend on the circumstances Cpo 

and nature of the grant, and it rests with the government Redlich, 

to decide upon the most suitable in any particular case, subject ~. ~f C., -

to conditions laid down by the House itself. The last one is . 45· 

that in most general use and is the method employed normally 
for all the annual supply services. 

Committee of Supply 

The Committee of Supply is the apparatus whereby the Idem, 
House of Commons makes effective its absolute control over ~~: 198 ; 

the whole administration of national and imperial finance. 111. 13
6 

All proposals as to taxes or grants must, in accordance May, 

with the rules of procedure, be considered in the first place ParI. 

in committee of the whole House, as a preliminary to legisla- Prac., 

. tion, and no bill creating a public charge can be ordered to be ~E~ 559, 

brought in until the report of the resolution of such a committee S.O. 71 
has been received, sanctioning the grant of pl,lblic money or 
the imposition of a charge upon the people.l Such procedure, 
I which, as it has its foundation in prudence, and an attention 
to the ease of the people, ought to be in all-instances invariably Hatsell, 

observed,' is peculiarly advantageous in financial discussions pp. 177, 

owing to the greater relaxation of rules of debate in committee 18
3 

as compared with those of the House itself, thereby ensuring 
I a more free discussion than other propositions are entitled 

1 A resolution was agreed to on 29 March, 1707, to the effect that· the 15 Co J. 367 

House will not proceed upon any petition, motion, or bill, for granting any Cpo Halsell, 
money, or for releasing or compounding any sum of money owing to the pp. 176, 193 

Crown, but in a committee of the whole House'; and this was ordered to f\n~D, Con., . 
be made a standing order on 29 Nov. 1710. The principle, however, was of \2;' J . 
older standing, for in 1667 the House resolved' that any motion for a public I C J .4

0
5 

aid or charge upon the people ought to be referred to a committee of the 9 • • sz 
whole House, and their opinion reported, before any resolution or vote of 
the House do pass thereon.' 
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to, in which the levying money on the subject is not included.' 
If, however, the charge is merely of a subsidiary nature and 
not the main object of the bill, the royal recommendation 
and the preliminary committee stage are not required in the 
first instance. The demand for supplies having been made, 
the next step, therefore, is to refer it to the committee for 
consideration.· But before the House can resolve itself into 
committee, the motion must be formally made and carried, 
'That Mr. Speaker do leave the Chair,' since the Speaker 
does not preside over a committee of the House. It is the 
motion for this formality which illustrates and secures the 
ancient constitutional doctrine that the redress of grievances 
should precede supply; for on this motion usage sets aside 
the rule of relevancy and the opportunity is taken to criticise 
the policy or acts of the government and lengthy debates 
frequently ensue before the motion is carried. The extent 
to which these are possible has, however, been greatly curtailed 
since 1882 by rules of procedure designed to economise the 
limited time of the House. 

Functions of the Committee of Supply 

The functions of the House in Committee of Supply are 
strictly limited. The proposals for the grants are laid 
before it by the minister concerned, and it is the business 
of the committee to consider and debate upon those grants 

May, alone. II). the case of the army and navy, however, the 
Pari. rule of debate is relaxed. The expenditure, though spread 
Pra~, over various heads, is devoted to one object, the military 
~i~ 19- or naval service. It is usual, therefore, on the introduction 

. of the first votes which are put down for each of these services, 
for the responsible ministers to make a general statement 
on the services for··the year, and this is followed by a general 
discussion, although the actual votes on the order paper are 
usually only those for the numbers to be maintained and for 
their pay, vote A. and vote 1. No such rule applies to the 
votes for civil service and revenue departments, the debate 
on which must be confined to the particular vote under con
sideration at the time. 
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The committee may vote or refuse a grant, or may reduce May. 
it either as a whole or by the omission of items of which it Pari . 
. dbt'th t·· t Prac. 15 compose, u 1 . as no power 0 mcrease a gran, nor can p. 615 
proposals to that effect be made even by the minister. When Id 
an estimate has once been presented, the only method by p. e;;6 
which a vote can be increased by the government is for the 
estimate to be withdrawn and an amended one presented, 
or by the presentation of a supplementary estimate. SO W.O., 
too, if a department finds it necessary to propose a variation Org. Ev. 
from a vote, as originally presented, and pefore the vote has 3

26
1 

been taken, a revise of that vote should be submitted to :S:,;, 
Parliament. Nor has the Committee of Supply any power 12 

to attach conditions to a grant, other than such as may have May, 
been proposed by the government, to add an expression of ~a.rl. 
opinion to it, or to alter its destination. It must either approve p~a~~6 
or reduce it, in the form in which it is demanded, or reject it; 
for it can only vote money pursuant to the demands of the T' dd 
Crown. If the discussion makes it clear that the committee P~rl.' 
is not disposed to grant it in that form, but would be willing Gov., 
to consider it in some other, it is open to the government to ii. 210 

introduce an amended estimate. Having voted the grant or 
otherwise, the work of the committee is at an end, but such 
vote has no operative effect. It is the House on report which Est. Pro. 
grants the votes; the Committee of Supply merely advises. EV·474 
and submits its resolutions to the House. It must therefore 
next proceed to report to the House its resolutions, and until 
such resolutions are agreed to I nothing that has passed in HatseU, 
a committee can be of any validity.' These resolutions are p. lSI, 

made in the following form, I That a sum not exceeding £_. ~otnote 
be granted to His Majesty to defray the charge which will p:X: 
come in course of payment during the year ending on the Prac., 
31st of March 19- for (the object specified in the demand p. 613 

or estimate).' 
A vote when so passed becomes a grant. The government 2 R. 

is, however, under no obligation to spend the whole or any part ~S:' t) 
of it. Such a vote is in the nature of a maximu~; on the T' d~4 c 
other hand; Parliament is not justified in exacting.a pledge ~rl.' 
that a particular estimate should not be exceeded in any 0>v., 
circumstances. II. 259 
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Functions oj the Commlttee of Waysancl Means 

Although the resolutions of the Committee of Supply 
record the sanction of the House of Commons to the expendi
ture submitted to it and authorise a grant to the Crown for 
the objects specified, they do not enable the government 
to draw Jorthwith from the consolidated fund. Further 
steps are necessary . 

The House, having agreed to the grant on report from 
the Committee of Supply, is then under the necessity of 
providing the funds to meet it, and deciding whence they shall 
be drawn. The consideration of this step is carried out by 
the Committee of Ways and Means which, as in the case of 
the Committee of Supply, has definite and limited functions. 
Its duty is 'to raise or consider such portion of the public 
revenue as is needed to meet the expenditure required for the 
service of the Crown during the current year; and to vote 
money from the proceeds of taxation to cover grants in 
supply.' 1 

Its functions are therefore twofold. In the first place,' it 
has to decide upon the nature and .amount of all the taxes 
and duties which are being granted for the first time or which 
need revision or renewal, that is to say, to adjust income 
to expenditure by dealing with the taxation of the year; and 
in the second place, it has to assign the proceeds of taxation 
to cover the supply grants. The annual budget statement 
of the Chancellor of the Exchequer, which is made before it, 
provides the basis for the performance of the first of these 
duties, and it is incumbent on him when proposing ways 
and means 'for raising money for' the service of the current 
year, to explain and to show to the House, by a detail of the 
sums granted for the several services, that the amount 
of those sums will he a sufficient justification, in point of 
quantity, to the Committee of Ways and Means, to adopt 
such measures, and impose such taxes, as shall be then recom
mended to them.' The second duty, which more immediately 

1 Hatsell points out that as late as 1727 the distinct functions of the two 
committees were on occasion confounded and mistakes made' in voting in 
one of these committees what ought properly to have been the subject of 
consideration in the other.' 
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affects the present question, is performed independently 
and consists in authorising the application of moneys in the 
consolidated 'fund to the purposes sanctioned in supply. 
Consequently if the growing balance of the consolidated fund 
is insufficient to meet the demands on it, either through the 
estimated produce not being realised or through the Finance 
Act being unduly delayed, it must be supplemented by the 
Treasury under the powers conferred on it by the Exchequer 
and Audit Act and the Appropriation Act. The Committee 
of Ways and Means in the exercise of its second function is, 
however, not concerned with seeing that the consolidated 
fund is sufficient to meet its drafts on it. Its function is, 
then, to authorise such drafts as are required to carry on the 
service of the country, subject always to the limitation that 
it cannot authorise drafts in excess of the amount of supply Redlich. 
previously granted for the year, and it is the special duty ~. of C •• 

of the public bill office on behalf of the Speaker to see that 111. 143 

this restriction is complied with. 'Such is the constitutional C.P.M. 
jealousy of Parliament, that it is not the usage of the House 'f56. 
of Commons to grant ways and means exceeding the amount p.pr4;· 
of supplies actually voted.' It is the function of the Treasury Cpo 
to see that the consolidaJ:ed fund is in a position to meet the Todd. 
caIls made upon it. Parl. 

Consolidated Fund Bills 

When the Committee of Supply has authorised the. grants 
and the Committee of Ways' and Means has authorised the 
necessary drafts on the consolidated fund to meet those 

Gov., 
ii. 242 

grants, the House of Commons is in a position to consider the C.P.M •. 
bills which are to give legal sanction to them, and without ~857. 
which the votes in supply can have no. practical effect, and. p.pr~II. 
are inoperative. 

The financial provision for the year is embodied in the May. 

Appropriation Act, but as this. act is not passed until the ~arl. 
end of the session, it is necessary to make legal provision for P~~~'7 
the carrying on of the services in the meantime. All grants Cpo . 
in supply are strictly appropriated to the service of the financial Anson. 
year in which provision is made, and no issues can be made ~~ .. 
from the consolidated fund on~ccount of unspent grants 1. "'74 



ParI. 
Deb. 
5s. x iv. 
59_ 

Anson, 
Con .• 
i.288 

May, 
Pad. 
Prac., 
P·591 

30 PARLIAMENTARY GRANTS 

in one year for use, even temporarily, in the following year . 
. Un1ess, therefore, the services ate to be brought to a standstill, 
it is absolutely. essential that provision for carrying them on 
should be made before Ist April. The Treasury, more
over, has no power to authorise issues out of the consolidated 
fund except under statute. It is therefore necessary to' 
pass before Ist April a Consolidated Fund Bill which em
powers the Treasury to issue out of the consolidated fund, 
for the service of the departments for whose use the grants 
are voted, such sums as they require, in anticipation of the 
statutory sanction to be conferred by the Appropriation Act. 
Similar bills may also be required between Ist April and the 
date on which the Appropriation Act is passed, if the supply 
made available by the first one becomes exhausted. The 
position was clearly expressed by the Prime Minister in I9IO. 
, You must pass,' he said, 'before the end of the financial 
year, the first votes for the army ,the navy, and the civil 
service, because, although you may have a treasury full to 
overflowing on Ist April with money derived from taxation 
or loans, you cannot lawfully expend one halfpenny unless 
this House has, before the expiration of the financial year, 
given authority to do so by the necessary votes in supply. 
Therefore your army, your navy, your civil service, your 
old age pensions, come to an absolute standstill on Ist April, 
unless we get through these votes in supply. Not only have 
you to get the grant in committee, and its approval on report, 
but you have to pass the Consolidated Fund Bill through all 
its stages in the requisite time.' It is therefore, as Anson points 
out, not the need of supply, but of the appropriation of supply, 
which makes the annual meeting of Parliament necessary. 
rhe permanenttaxes ensw'e the existence of supply up to a cer
tain point, and this can be legally utilised to pay such charges 
on the revenue as are permanently authorised by statute, 
such as the salaries of judges and the interest on the national 
debt; but in the absence of the annual appropriation of supply 
to specific purposes there would be no authority whatever 
which could obtain the funds to carryon the supply services. 

The drafts made on the consolidated fund are based on 
resolutions of the Committee of Ways and Means, on which 
are founded, first the sessional Consolidated Fund Acts, and 
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finally the Appropriation Act which endows these resolutions 
with complete legal effect. 

Course of the Exchequer 1 

But though the passing of, a Consolidated Fund Bill, and 
later the Appropriation Bill, is the last stage in this process 
so far as Parliament is concerned, there are further formalities Todd, 
to be· gone through before the money reaches the hands of ParI. 
the Paymaster General for credit to the spending department. ~ov., .. . a~o 

These formalitIes afford valuable guarantees for the legality 
of the issues and so guard against any being made, other than ~8~6M. 
those that Parliament has authoriped. App: I, 

Although the grants have been endowed with the force p. 547 
of law, it is to be remembered that they are grants to the Cpo 
sovereign by whom they were demanded, to be applied by Hatsell, 

the Crown to the ends specified in the resolution. To make p. 196 

them available for issue, therefore, it is necessary for the 
sovereign to place them at the disposal of the Treasury by a 
royal order under the sign manual. On receipt of such an C.N.E. 
order, the Treasury is in a position to make a requisition for EV·754 
them on the Comptroller and Auditor General, in his capacity Cpo 

t 11 f h • . b' h . 't' Anson, as comp ro er 0 exc equer Issues, asmg suc reqUlsI IOn Con. 
on the act of Parliament which granted them. The Comp- ii. II. 
troller and Auditor General, under section 15, Exchequer and 151, 
Audit Act, grants the necessary credit to the Treasury after 155 
satisfying himself of the legality of the requisition, and finally 
the Treasury orders the Bank of England or Ireland to transfer 
the sums from the exchequer account to the Paymaster 
General, by whom issues are made to the respective accounting 
officers, that officer being the banker of the public service, and R. 1865, 
the relationship between him and the pUblic departments App. I, 

closely resembling those between a banker and his customers.2 para. 23 
Such is the course of the exchequer. 

1 The origin of the word is believed to be Scacca,ium, the ancient name 
for the treasury, possibly so called because a chequered cloth (figured With 
squares like a chess board) used to be placed on the table to facilitate the 
counting of the money (cp. Madox, History and Antiquities of the Exchequer, 
i. 160 and 191, and Pub. Inc. p. SIS). 

I· The office of Paymaster General was constituted in :rS36 under 5 & 6 
W. IV. C. 35. 
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Votes on Account 

So long as grants were voted' for the service of the year,' 
the balances unspent at the end of the. financial year were 
available for making payments in the following year, and it was 
immatenal whether the grants for that year were voted at 
once or not; .but as soon as the practice of voting grants for 
services coming in payment in the year was adopted, further 
machinery became necessary to provide funds for the· early 

May. part of the year. As the financial year begins on 1st April 
Pad. and the majority of the votes are not taken until several 
:~~~'8 months later, it is necessary to make statutory financial 
et seq. provision for carrying on the public service during the inter-
Redlich. vening period in those cases in which the vote itself is not 
H. of C.. passed by 1St April, for otherwise the government would on 
iii. 130 that day be left without resources, the prior year's grants 
Est. Pro. having been made for that year's transactions only and being 
Ev. 2 legally inapplicable, if unspent, to the services of the following 

year. 
Cpo Est. 
Pro.Ev. 
2,27-8 

E.&A. 
Act. § 15 

Cpo 
Anson. 
Con .• 
ii. II. 155 

R.1912, 
EV·36 
May, 
Pari· 
Prac .• 
P·550 

In the case of the army and navy, the sums granted for 
the votes which are taken before .Ist April, and subsequently 
as required, are available for use provisionally for the whole 
service, by a temporary suspension of the constitutional 
principle which directs that each grant of supply shall be 
devoted exclusively to the object for which the grant is made. 
Express provision is made for this by the Exchequer and 
Audit Act, which directs that issues for army and navy services 
shall be made under the general heads of • army' and • navy' 
respectively. No such provision exists for the civil votes, 
at least a portion of each of which has therefore to be granted 
as required, pending the passing of the Appropriation Act. 
This is effected by asking the Committee of Supply to grant 
a vote on account, which is usually demanded on a basis 
of four months' supply, though Parliament has at times 
restricted the period to six weeks. Subsequent votes on 
account art\. regulated by the interval likely to elapse before 
the date on \vhich the Appropriation Act is expected to be 
passed. If a\dissolution is impending, votes on account 
are as a rule required for all services, until the new Parliament 
is able to consid~~ the grant in supply, and when this is so, 



HOUSE OF COMMONS 33 

large amounts may have to be taken. In former days, votes Est. Pro. 
on account as now understood were only resorted to on such EV.2 

occasions, though in the eighteenth century the term appears 
to have been occasionally used for what was in effect a vote 
of credit. In granting a vote on account, Parliament makes 
no appropriation beyond the specification of the vote of 
service to which the money is to be applied. In this respect 
a vote on account is similar to a vote of credit, but there is 
this important difference that, _ whereas a vote of credit is a 
final vote so far as the House of Commons is concerned, and 
no further detailed appropriation is made than is specified Cpo Est. 
in the general terms of the vote, a vote on accoUnt merely Pro. E~ 
provides for the supply of funds as a temporary expedient, II4-II 
and such funds are subject to the eventual detailed appro
priation made when the normal vote itseH is granted, a portion 
of the grant for which is provisionally supplied by the vote 
on account. Again, there is this further dissimilarity in 
principle between these two classes of votes, apart from the 
fact that their objects are dissimilar. A vote on account 
must deal with some subject the 1>olicy of ,which has been 
accepted by the House of Commons previously, whereas 
no such rule applies to votes of credit, which may be taken 
for entirely new services'. 

By the regulation of the votes on account, the House of C.P.M. 
Commons retains its constitutional check upon the governInent 'f57, 
by limiting the grant of ways and means to an amount sufficient p:r~II, 
only to last such time as may be thought proper to give it the Bowles, 
means of carrying on the public service. By such limited Nat;. Fin. 
grants, it is able to prevent the government from dissolving (1904), 

or proroguing Parliament,1 while at the same time. in agreeing ~ ~~ 
to the votes, it is not pledged to the estimates, in anticipation P~rl.· 
of the opportunity to be afterwards afforded of voting them Gov .• 
in detail. ii. 212 

1 On 12 Jan., 1784, the House of Commons resolved, • That for any person -39 C • .J.BS8 

in the Treasury, Exchequer, or Bank of England, or employed in payment Cpo ~atselJ. 
of public money, to pay any money for sums voted in the present session 207- ,

after prorogation or dissolution, if before the passing of an Appropriation 
Act appropriating the supplies to such services, will be a high crime and 
misdemeanour, and a daring breach of a public trust, derogatory to the funda-
mental privileges of Parliament, and subversive of the constitution of this 
country.' 
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Votes -on account are, however, objectionable in principle, 
in that the money granted remains temporarily unappro. 
priated. They are tolerated in the case of the civil votes 
because of absolute necessity, but a proposal to take them 
also for the army and navy, where no such necessity existed, 
was condemned by Gladstone as 'a most mischievous and 
even dangerous innovation,' since a large portion of the ex
penditure . would be sanctioned at the beginning of the year 
by the House of Commons without discussion. 

The greatest care must always be taken to secure that the 
amount asked for in the first vote on account shall be sufficient 
to cover the whole needs of the period for which the vote on 
account. is required. If this is not done, the only alternatives 
l\re to suspend payment or to find some means of temporarily 
advancing money to the votes which are exhausted. For 
this purpose the civil contingencies fund is available, but if 
it too is exhausted, the only other source is the treasury chest 
fund. Such a use of it, however, is neither normal nor desir
able, since its primary object is the supply of funds abroad. To 
stop payment, however, is obviously objectionable, owing to the 
hardship it would involve, as well as possible loss to the 
public. If the vote on account fails before another can be 
taken, one of these courses must be adopted since no legal 
authority exists for a further issue from the exchequer. 

Although no vote on account is required for either the 
army or navy, as the money available on any vote taken 
is temporarily available for use on any other vote, it is to be 
remembered that parliamentary sanction has not been given 
to any vote other than that taken; It is therefore important 
that new services, especially in the case of works, which should 
receive parliamentary sanction before commencement, should 
if possible receive such sanction by the vote concerned being 
taken, if not before the commencement of the year, at any 
rate early in the year. If this is impracticable, it is essential 
that treasury authority should be obtained before starting 
a new service provided for in the estimates. It would be 
very dangerous to allow an accounting department to assume 
parliamentary sanction, if Parliament has not expressed an 
opinion, either by granting or appropriating m~mey. As a 
matter of principle, anticipation of parliamentary sanction 
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should be extremely limited in extent, but where it becomes 
necessary, the responsibility for assuming it should be shared 
by an independent department. If the necessary vote cannot 
be taken at the beginning of the year, either the works must R. 1913. 

be begun on treasury authority only, or else much valuable Ev. 
time ~ould be wasted in waiting for J?:uliamentary sanction, ~~~~-1. 
and sImultaneously the department mIght be prevented from 
spending the full amount it had undertaken to spend in the 
year. The correct procedure is consequently to take the 2 R. 
works vote, if not at the same time as vote I before the com- 1913. 

men~ement of the year, :"t any rate eariy in the yea.:'. and the ~a . 
Public Accounts ComIDlttee has expressed the opmlOn that Pait.· 
this course should be strictly adhered to. The same principle Prac .. 
is applicable in the case of civil votes, and grants on ac;count p. 550 

should be restricted to such services as have already received ~a~. 
the sanction of Parliament, except in the case of trifling or ~~: s. 
non-contentious new services; Votes on account should 657 
therefore not be asked or used for new services. ·Est. pro •. 

EV·30 · 

Appropriation Act -

~en all the estimates of the year have been voted, the Cpo Est. 
Appropriation Bill is brought in. The passing of this gives Pro. Ev. 
final and full legal sanction to the votes on account which 84 
have previously been passed, by appropriating them to their C.P.M. 
respective services. The issues out of the consolidated fund x:.57• 1 

are legalised by the passing of Consolidated Fund Bills, but /f~1 . 
these bills give no legal effect to the votes"as such. If a pro
rogation or a dissolution takes place before the Appropriation 
Act is passed, all the grants made are nullified and would 
require to be re-voted in the next session before a legal appro- May. 
priation could ensue. It is therefore necessary that before ParI. 
a dissolution takes place, all grants on account should. be Prac ... 
legalised by an Appropriation Act. On the other hand, no ~~5 55

1
• 

grant of supply is effected by the Appropriation Act. The C.P.M 
grants are made on the resolution of the Committee of Supply. 1856• 
The provisions of the act are solely administrative, the object ApE69. 
being, first, to authorise the issue from the consolidated fund.~· se/ 
of the balance required to make good the supply which has Hatsell, 
not previously been authorised by Consolidated Fund Bills, p. 207 
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and secondly, to ensure that the whole of the grants are 
appropriated to .the objects defined in the committee'.s 
resolutions. 

The act therefore, while including all Consolidated Fund 
Bills in its schedule of grants out of the consolidated fund, 
distinguishes between those issues previously authorised 
under Consolidated Fund Bills and those now to be made 
under the Appropriation Act, and only authorises the issue 
of the latter. It then proceeds to appropriate the total 
amount of the grants for the year to the services set d,own. 

This annual act is deemed the great security for parlia
Bowl~, mentary control, inasmuch as it appropriates every separate 
Nat.Fm. t bPI' t t 'fi' Th (190 4) gran y ar lamen 0 a Specl c serVlce or purpose. e 
p. 14' passing of the act provides the last opportunity for control 

May, 
ParI. 

C.N.E. 
Ev. 
2058-9 

E.&A. 
Act, § 10 

and discussion by the House o"er the proposals, and that 
only to a limited degree; for debate and amendment during 
the stages of the bill must be strictly relevant, and must be 
confined to the conduct or action of those who receive or 
administer the grants specified in the bill. Owing to the late 
stage in the session at which the bill is usually introduced, 
and the pressure of other work involved in winding up the 
session, the time available for even this discussion is very 
limited. 

Treatment of Departmental Receipts 

The Appropriation Act gives final statutory effect to the 
grants for the year and to their allocation, but its scope extends 
beyond this. The specific grants made by Parliament do 
not represent the total expenditure of the public service, but 
only that portion which has to be provided for out of the 
consolidated fund. It is an important general principle in 
the management of finance that all receipts should be brought 
into account, and the Exchequer and Audit Act provides 
for the payment into the exchequer of the revenue derived 
from the customs, inland revenue and post office and all 
other public moneys payable to the public. The receipts, 
however, of departments which are cognate to the vote services 
as the concomitant effects of their administration, rather 
than the result of direct or indirect taxation, are treated 



HOUSE OF COMMONS 37 

in a different manner. Such receipts are not paid into the 
consolidated fund, but are retained by the departments and 
applied to the services of the year :under the authority of 
Parliament. The estimates set forth in greater or less detail 
the sums which a department expects to receive under each 
vote and which it proposes to retain to meet 'its expenditure 
up to that amount. The balance only of the proposed 
expenditure Parliament is asked to grant. The votes are in 
fact taken net. This practice is, however, not usually adopted 
for civil votes in regard to receipts which are very uncertain, 
or in cases where the total amount expected to be received R. 191 3. 
is only a small sum. In such cases they are not appropriated Ev. S22-
in aid of the vote, but are treated as extra receipts and paid .;, 
to the exchequer. The question of procedure is one of admin
istration, with regard to which a discretionary power is vested 5 R. 
in the Treasury under the Public Accounts and Charges Act~~li' 2. 

of 1891. However desirable uniformity of practice may be, . . 
the extent to which it can be secured is dependent upon 
practical considerations. The receipts for sale of fee stamps 
are, for instance, collected by the inland revenue authorities 
and not by the accounting officer, and are paid direct into the 3 R. 
exchequer. Again, in the case of some votes the estimated 1896,1 

receipts do not exceed £10. and it is necessary to observe 
some limit of amount for the exercise of the practice of appro
priating in ald .. Though there may be no difference in principle 
involved, • the total- amount of the cash receipts estimated to 5 R. 
accrue in connection with a particular vote should be a material f~' 6. 

consideration in deciding whether a credit sub-head should be . . 
opened in that vote: The limit as regards those vofes which 
had credit sub-heads was at first fixed by the Treasury at H.C. 
£1,000, but this has never been strictly adhered to. In cases tNr96 ; 

where. for practical reasons, receipts connected With votes xiix:, 365 
which had credit sub-heads continued to pe paid direct into 
the exchequer instead of being credited to such sub-heads. 
it was laid down that the amounts should be clearly. shown 
as sets-off in the estimates volume. 

The method of treating these departmental receipts was 
for many years under discussion by the Public Accounts 
Committee, as a result of which the present system Was even- 54 & 55 
tually legalised by the Public Accounts and Charges Act Vic. c. 24 
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of 189!, after having been admitted tentatively since 188!. 
Section 2 C1f this act enacts that all money directed, by act 
of Parliament or the Treasury, to be applied as an appropria
. tion in aid of money provided by Parliament for any purpose, 
shall be deemed to be money provided by Parliament for 

. that purpose and shall, without being paid into the exchequer, 
be applied, audited; and dealt with accordingly. The purpose 

.of this system of appropriations in aid is to prevent the votes 
of Parliament being needlessly increased by expenditure to 
which there are counterbalancing receipts.l 

Though the insertion of amounts so placed at the disposal 
of departments in the estimates and the passing of those 
estimates by the House of Commons might be considered as 

. inferentially giving parliamentary sanction in each case for 
the total expenditure to be defrayed out of the net grants 
as shown by the annual Appropriation Act, and out of the 
appropriations in aid allocated by the Treasury to the respective 
:services, it was considered necessary 'to give some more 
:formal and distinct parliamentary sanction for the application 
of the appropriations in aid by means of the Appropriation 
'Act itself year by year.' It was accordingly agreed in 1894 
~that the sums intended to be applied in aid of the several 
:grants should be set out in an additional column of the schedule 
-of the Appropriation Act, which appropriates and limits the 
amounts of the grants in supply, and that a paragraph should 
be added to Section 3 of the act to the effect that' In addition 
to the sums hereby granted out of the consolidated fund, there 
may be applied out of any money directed, under section 20f the 
Public Accounts and Charges Act of 1891, to be applied as 
appropriations in aid of the grants for the services and pur
poses specified in schedule B annexed hereto, the sums respec
tively set forth in the last column of the said schedule.' The 
adoption of this recommendation in the Appropriation Act 
of 1894, continued in that of each year since, has secured 
statutory authority for the application of sums not exceeding 
the amount shown in the estimates, and formally limits the 
spending authority of the departments, as regards the appro
priations in aid, to the same extent as in the case of exchequer 

1 The Appropriation Act of 1894 is the first one in which receipts 
'are shown as appropriated in aid. 
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grants. Though the effect of this amended wording of the 
act was to give parliamentary sanction to the expenditure t R. 
of appropriations in aid, it did not authorise the use of receipts 1907, 2 

realised in excess of those authorised by Parliament to be 
appropriated in aid. As regards civil votes this was immaterial, 
for such excess receipts could not be used without exceeding 
parliamentary provision, but in the case of the army and 
navy the powers of virement enable surplus appropriations 
in aid under one army or navy vote to be applied in making 
good a deficiency under another army or navy vote. The 
Treasury in exercising its powers of virement deals with the 
net amounts under each vote, after setting off against the 
expenditure not only the amount of the authorised appro
priations in aid but all realised receipts. 

In the act therefore as amended in I894 there was a certain 3 R. 
conflict of wording between section 3 and sections 4 and 5, ~8i.i.' 
as was admitted by the Treasury at the time, but it was not . . 
until I907 that a further amendment was made of the latter 
sections which had the effect of legalising the existing practice.1 

I The material difference in the wording of sections 4 and 5 of the Appro
priation Act is as follows:-

Up '0 1906. 

4. The department is to obtain 
treasury authority to defray ex
penditure • out of any surplus which 
may have been or which may be 
ellected by the saving of expenditure 
upon votes . • . the Treasury may 
authorise . the expenditure unpro
vided as aforesaid to be temporarily 
defrayed out of any surpluses.' 

5. The Treasury having author
ised the prior years expenditure 
unprovided for to be defrayed • out 
of surpluses ellected by the saving 
of expenditure on other votes,' 
such application is sanctioned. 

From 1907 onwards. 
4 .•... any surplus arising on 

any vote for those services, either 
by an excess of the sum realised on 
account of appropriations in aid 
of the vote over the sum which may 
be applied under this act· as appro
priations in aid of that vote, or by 
saving of expenditure on that vote, 
may with the sanction of the 
Treasury be temporarily applied, 
either in making up any deficiency 
in the sums realised on account of 
appropriations in aid of any other 
vote in the same department, or 
in defraying expenditure in the 
same department which is not pro
vided for in the sums appropriated 
to the service. • .'.' 

5 .• Whereas • • • surpluses 
arising on certain votes • • • have 
heen temporarily applied as shown 
in the accounts set out in schedule 
C to this act' such application is 
sanctioned. 
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The Appropriation Act only definitely and directly appro· 
priates the amount of issues out of the consolidated fund 
which represent the net expenditure, but it indirectly appro
priates. the balance of the expenditure by enacting, as stated 
above, that the sums set forth as estimated appropriations in 
aid may be applied to the respective services. This authority, 
in conjunction with the above-mentioned clause of the Public 
Accounts and Charges Act, furnishes the full legal basis of 
the appropriation in their case also. 

The effect of this system is that in one sense such sums are 
granted to the Crown, not by the House of Commons, which 
J).ever votes them, but by the Treasury under the authority 
of this act. But although Parliament only votes the net 
sum, its control over the whole remains. The complete 
programme is submitted to it for consideration. Neither the 
grants which it in point of fact makes, nor the balance which 
the department expects to receive, are allocated to specific 
items within the vote. The House of Commons deliberates 
on and approves the gross and votes the net expenditure. 
The appropriations in aid represent sums due to the depart
ment which, generally spt:aking, the department must receive 
in any case. If appropriations ill aid were therefore to come 
before the House of .Commons to be voted, the effect of a~ 
amendment reducing them would be inoperative in the majority 
of cases. In those cases in which a department was able 
to waive its receipts as a result of such an amendment, the 
only effect would be that Parliament would be required to 
make further provision for the gross expenditure from the 
consolidated fund, unless it desired to reduce the expenditure 
absolutely. This it now has the power to do under the present 
system l>y a reduction of the grant for the net expenditure. 
Its supreme control is therefore in practice in no way lessened 
by this system, so far as the votingbf the annual estimates 
is concerned. 

Even if a service is estimated to be entirely self-supporting, 
a department "must still obtain parliamentary sanction to use 
its receipts. There could be no question of allowing it to spend 
such receipts without parliamentary control. If, therefore, 
the receipts are estimated to equal or exceed the total of the 
vote, and would thus obviate the necessity for a substantive 
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grant altogether, a token vote must be taken to bring the Cpo R. 
matter before Parliament in Committee of Supply. The 1913. 
receipts to be appropriated in aid are in such a case fixed at ~;;!46. 
a nominal sum less than the gross expenditure and so entered 975~' 
in the second column of the schedule to the Appropriation . 
Act. The department thereby obtains authority to appro
priateits receipts up to that extent and any excess would 
have to be surrendered as • extra rectipts' to the exchequer. 

This system of appropriating receipts in one way tends 
to increased economy, for it is to the interests of the depart-
ments to see that they realise all their receipts, since any 
shortage will have to be made good by either reducing expendi
tureproportionately or by applying to Parliament to make 
good the deficiency. They have consequently a more direct 
interest in them than formerly, when they were treated as 
extra receipts payable on recovery to the exchequer. 

Although Parliament, in ·dealing with the vote as a whole, 
authorises the application as appropriations in aid of the 
gross estimated receipts under each vote, yet it also requires 

C.N.E. 
Ev. 2 °74 
-6 

the department to distinguish between those receipts which R. 1880. 
are specially applicable to a particular sub-head or a group 54. T.M. 
of sub-heads, and those which cannot be.so appropriated and 
have therefore to be taken in aid of the vote asa whole. In 
the general account or summary of the appropriation account, 
the gross total only is given; but in the account of the vote 
and the explanatory statement, the details must appear. The 
object aimed at is to secure a correct record of the total depart-
mental expenditure fl.nd receipts. 

Exceptions to this principle are permissible in cases in 
which the receipts are rather in the nature of adjustments, 
or transfers between cash and kind, and do not represent new 
transactions. As an instance of this class of case, reference 
may be made to the sub-head of the army vote which provides 
for clothing allowances to soldiers. The state gives the 
soldier a cash allowance to enable him to renew his clothing, 
and at the same time it purchases or makes clothing which it 
sells to him as required and which he pays for out of his 
allowance. The original cost of the clothing is chargeable· 
to other sub-heads. If a purchase is made, the· soldier is 
in effect refunding to the state a portion of his allowance and 
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taking what he is entitled to in another form. If, therefore, 
the cash allowance remained charged to one sub-head, while 
the cost of the garment remained charged to another, and the 
cash payment were treated as an appropriation in aid, the 
public expenditure and receipts would both be unnecessarily 
increased and the cost of technically the same service would 
be estimated for twice. In such a case, the cash receipt is 
more correctly treated as an adjusting transaction rather 
than as a sale of stores, and the estimate shows it as a deduction 
from the total clothing allowance to be issued. Parliament 
therefore only votes the net sum, and it is this sum only which 
appears in the appropriation account. 

Apart from those receipts which are estimated for and 
notified to Parliament in the estimates, the Treasury has 
power under the act of IBgI to direct that any sum received 
may be treated as an appropriation in aid. If, therefore, the 
estimated items fall short, but others -are r~ceived and so 
applied under this authority, the control of Parliament, as 
secured by its approval of the original programme, is to this 
extent diminished, that the approved expenditure is being 
met from sources other than those from which it was informed 
it would be met. As a treasury minute, to be laid before 
Parliament, is required to appropriate such receipts in aid 
in addition to those originally appropriated, Parliament is 
kept informed of the exercise of the power though its sanction is 
not required. In practice this is not done for any sum less than 
£I,OOO. The gross expenditure cannot, however, in any case 
be exceeded without further parliamenJ:ary authority, and 
therefore the only practical question at' issue in such cases is 
whether any particular unexpected receipt should or should not 
be paid into the exchequer forthwith, leaving the department 
to apply to Parliament for a supplementary estimate to make 
good its deficiencies on appropriations in aid, if it cannot reduce 
its expenditure to meet such deficiency. In other words this 
power of the Treasury enables the department to carry on 
its authorised expenditure without the necessity of a direct 
application to Parliament, if it fails to realise its appro
priations in aid but obtains other receipts which were not 
estimated for. 

When considering the probabilities of the estimated receipts 
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being realised, however, the point should not be lost sight of 
that there is a natural tendency to underestimate appro
priations in aid, because, if overestimated and not realised, 
the deficiency has to be made good out of gross expenditure, R. 19I2 
which may be very inconvenient. A surplus of appropriations Ev. 30" 

in aid is therefore, as a rule, more likely to occur than a deficit. 
Accuracy in estimating receipts is, however, as important as 
accuracy in estimating expenditure, and care should be taken 2 R., 
to ascertain the probability of receipts in aid of a vote, though I88,5, 
the possibility of receipts from unexpected sources may make 115 

accurate estimating difficult. The tendency to disregard 
this principle led the Treasury to point out that there was 2 R., 
• an obligation on all accounting officers to frame their estimates 1903, I, 

of appropriations in aid under each vote as closely as circum- T.M. 
stances admit, and this obligation is emphasised when the 
estimate is a supplementary estimate framed at the close of 
the financial year, when the financial conditions of the year 
are known with an approach to certainty not possible at the 
time the original estimates were prepared.' 

The existence of surplus receipts does not allow a depart
ment to utilise them to the extent of exceeding parliamentary 
provision, though it renders such an irregularity possible. 
The rule governing them is that • the total amount of extra 3 R. 
receipts (or, as they are now termed; appropriations in aid) ~~~: 17 
which may be applied in aid of the gross expenditure in any Cpo R. 
year, is to be strictly limited by the total amount of the 1887,88, 
estimated receipts as shown in the estimates for the year, T.M. 
and any excess of actual receipts beyond the total of the 
estimated receipts will, when ascertained, be surrendered 
in the same manner as ascertained surpluses on grants.' The 
wording of the Appropriation Act similarly restricts the extent 
to which receipts may be utilised to the amount set out 
therein. Parliament is thereby assured that the gross pro-
vision authorised can only be exceeded by the commission of 
a serious financial irregularity, for which the department will 
have to account when the occasion for asking for an excess 
vote arrives. 
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III. NATURE OF GRANTS 

Consolidated Fund Charges 

The grants made by the House of Commons may be 
classified under two main heads: those which are authorised 
as recurring. direct charges on the consolidated fund, and 
those which are met by annual or special vote for the supply 
services. . 

Direct charges on the consolidated fund, which amount 
to about a third of the annual expenditure, are authorised 
by statute for the specific purposes and for such length of 
time, definite or indefinite, as are therein laid down. When 
once granted they become in effect continuing grants to the 
Treasury to be obtained on its requisition and issued for the 
purposes for which they are pro"ided. They do not come up 
for annual review or criticism, and are to that extent removed 
from the control of the House of Commons after the statute 
has been passed. On the other hand it is at any time within 
the power of Parliament to repeal such a statute and to trans
form the charge from a permanent to an annual one. The 
House therefore possesses continuously the potential right to 
exercise its supreme control in such cases. The fact, however, 
of the charges not being automatically brought under review 
necessarily withdraws them in a measure from the notice of 
Parliament, and there is a disinclination consequently to 
make such permanent charges in any cases which could be 
provided for without detriment by an annual vote. Such. 
grants as those for the civil list are advisedly charged directly 
on the consolidated fund with the specific intention of with
drawing them from annual criticism. So also the objection 
to submitting the actions of judges or of the Comptroller 
and Auditor General to criticism on an annual vote is obvious. 
The effect of charging the salaries of such officials directly on 
the consolidated fund is to secure their independence and 
to guard against' the possibility of any undue influence being 
brought to bear on them in the exercise of their high duties. 
So long as the substantial part of the public expenditure is 
subject to the discretion of Parliament, and the mode of paying 
out the funds is under strict legal arrangement, there is no 
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danger in making permanent provision of this nature, which, 
moreover, does not in any way inhinge the unity of the budget. 
The House of Commons exercises its control in the first place 
when it makes the grant and in laying down the conditions 
under which it is to be charged; it explicitly waives its right 
of further control so long as the circumstances remain the 
saIpe. The only further condition it demands is. that it 
shall be informed that the issue ~s reached the destination 
for which it is intended. The Treasury therefore has to E. & A. 
prepare an annual account showing the issues out of the con- Act. § 21 

solidated fund for direct charges, and the Comptroller and 
Auditor General certifies this and reports on it to the House 
with reference to the acts of Parliament under the authority 
of which the issues have been made. All such charges on the 
consolidated fund have to be included by the Chancellor of 
the Exchequer each year in his budget statement though no 
vote is required; they constitute definite liabilities which 
must be met annually, until revoked by Parliament. This 
account must be presented to Parliament on or before 31st 
January in the following year, or within one week of the 
meeting of Parliament. It is then referred to the Public 
Accounts Committee for consideration. 

Annual Estimates 

The remainder of the expenditure set forth in the budget 
is in the form of proposals which require to be voted for the 
service of the year, and it is in the exercise of its function of 
granting these supplies that the supreme control of the Hous&" 
of Commons is most evident. 

The most usual form in whic~ the demands of the Crown 
for supplies are made is that of the annual estimates. They 
are put forward in three main divisions, comprising respectively 
the estimates for the army, the navy, and the civil services, 
including the revenue departments; but while each of the 
two former constitutes what is practically a single service for 
which a single accounting officer is responsible, the last-named 
division comprises the estimates of various services dealt 
with by various accounting officers and having no connection 
with each other beyond tbat Qf each constituting a branch 
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of the civil service or revenue departments. While therefore 
the total estimates of the latter are summarised for presentation
to Parliament. the purpose of such a method is to place before 
Parliament the estimated total expenditure of those services 
as well as the total of each. The accounting for each service 
is carried out entirely independently and without reference 
to the others. 

The civii services are divided into the following seven 
classes :-

I. Public works and buildings. 
II. Salaries and expenses of civil departments. 

III. Law and justice. 
IV. Education, science, and art. 
V. Foreign and colonial services. 

VI. Non-effective and charitable services. 
VII. Old age pensions, labour exchanges, insurance, etc. 
The revenue departments comprise :-

Customs. 
Inland revenue. 
Post office. 

Each of the civil service classes is composed of various 
votes. In the case of the revenue departments the expenditure 
is estimated for under one vote only for each. 

The annual estimates for the army and navy, which are 
presented to the House, not under a standing order, but 
in accordance with resolution,I are required to be presented 
before 15th January in each year, if Parliament assembles 
before Christmas, otherwise within ten days after the opening 
of Committee of Supply. The civil service and revenue depart
ments estimates must be presented in time to admit of the 
votes on account being available by 1st April. In practice 
the principle of the resolution referred to above is followed 
also in the case of these ~stimates, but there is no standing 
order or resolution of the House applying specifically to them. 

These annual estimates inform Parliament of the require
ments of each department during the succeeding financial 
year, as settled by the policy of the government, and in theory 

1 The rules of the Committee of Supply furnish a further example of 
resolutions being observed as permanent without being made standing 
orders (May, PMl. P,IJC., p. 148 footnote). 
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enable the House to deal with the year's proposals as a whole 
and to make the requisite grants as in full and final satisfaction 
of the demands. If it were possible to estimate sufficiently 
accurately in advance to ensure the provision made by Parlia
ment being a close approximation of the actual eventual 
expenditure, parliamentary control would be more of a. 
reality than is possible when large variations of the original 
estimate as presented to Parliament inevitably take place 
during the year. For many reasons the ideal is seldom attained, 
and a department frequently is in the position of having a 
large surplus at the end of the year or of being obliged to 
present a supplementary estimate. Either contingency causes 
a diminution of parliamentary control in so far as it shows 
a departure from the intended programme of the year as 
originally presented to Parliament. 

Apart from the annual estimates and grants for consoli
dated fund services already alluded to, Parliament may be 
asked for supplementary grants, excess grants, exceptional 
grants, or votes of credit. . 

Supplementary Estimates 

'Supplementary estimates, when treated as customary Bowles, 
and as a matter of course, instead of being restricted to occa- ~at. Fin. 
sion~ of unforeseen contingencies, do mo~e t.o destroy effectual ~ !i5• 
parliamentary control than any other mdirect method that 
could be devised: They are, however, for one service or Cpo 
another annually recurring necessities. R. t862. 

They may be presented either :_ Ev.1571 

(i) For a further grant to a s~rvice already sanctioned 
and voted for, or-

(ii) For a grant for a further occasion of expenditure 
arising since the estimates were presented:-

(a) For expenditure newly imposed on the exe
cutive by statute. 

(b) To meet an unexpected emergency. 

Owing to the fact that the annual estimates have to be 
prepared some months before the commencement of the 
financial year, and possibly as much as fifteen months before 
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the expenditure estimated for actually takes place, the varied 
nature of the services estimated for (especially in the case 
of the army and navy), and the distant parts of the earth in 
which much of it is incurred, the possible changes of policy 
or programmes that may occur during the year, and other 
causes, it is extremely difficult to make a close forecast of the 
amount which will have to be provided. If the provision 
eventually proves too small it is necessary to ask Parliament 
to supplement it at the earliest opportunity, and, whenever 
possible, before the close of the financial year, so as to enable 
it to be included in a Ways and Means Bill to be passed before 
the year has expired. 'In casej'while Parliament is sitting, 
any unexpected circumstances should make an additional 
expenditure necessary to such an extent as would satisfy 
ihe oepartment that the vote will prove insufficient, it becomes 
their duty to communicate to the Treasury, and, having 
obtained their assent, to lay before the House a supplementary 
estimate, or, if such circumstances should occur while Parlia
ment is not sitting, to pl'esent a supplementary estimate 
upon the meeting of Parliament, and before the termination 
of the financial year.' Inasmuch, however, as the effect of 
supplementary estimates is to upset the financial proposals 
placed before Parliament in the budget and thereby to modify 
the provision which Parliament has made for the year, and 
proportionately to diminish its primary control, they are 
objectionable in principle though often unavoidable in practice. 

Est.Pro., It is a sound principle that one, and only one, estimate of 
Ev. Z national expenditure should be laid before Parliament during 
R. 1862, each session; for' to render parliamentary control effectual 
EV.1571 . 
(Glad- it is necessary that the House of Commons should have the 
stone) money transactions of the year presented to it in one mass 
C.N.E., and in one account.' 'Except for sudden, unexpected, and 
EV. l027 urgent demands, the budget estimate, both of revenue and 

expenditure, is one which the House of Commons has a right 
to expect should be realised in the eventual facts. It is on 
that estimate alone that the Chancellor of the Exchequer 

Bowles, induces the House to agree to the financial policy proposed 
~at. Fin. by him and embodied in his budget.' The introduction of 
~n ~i05, supplementary estimates of any considerable amount is really 
. . a breach of contr~ct between the ~oVE!r:q~e~t a~d Parlia~e:qtl 
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for when this is done the budget statement is destroyed, and C.N .E., 
in effect a s~pplementary budget is set up. The fact that Ev. 
circumstances often unexpectedly increase the revenue since 1028 

the estimates were made does not in itself justify supplementary 
estimates. The surplus should be treated in the recognised 
manner and be taken in diminution of the national debt. 
Supplementary estimates are,. however, less objectionable 
than an excess vote. Since a department has no power to 
exceed the provision Inade by Parliament and is committing 
an illegal act if it inadvertently does so, it might appear that 
it would take precautions. against such, a contingency by 
liberal estimates. But a surplus .on the account is almost 
as great a financial irregularity as a deficiency, though more C.N.E •• 
convenient to deal with; and a department with a large sur- Ev. 1027 
plus at the end of the year is under the necessity of answering 
for it to the Public Accounts Committee. 'Large savings 4 R. 
require explanation no less than do considerable items of 1 892. J, 

unforeseen expenditure.' There is, moreover, a danger to be T.M. j 
apprehended when a department has estiInated too liberally 
and finds itself towards the end of the year with a probable 
surplus. The availability of the money may encourage the 
department to spend it uneconomicaIly, if not on services not 
contemplated by Parliament when the estimates were passed, 
rather than to have to surrender it to the exchequer. For 
this reason the Public Accounts Committee always looks 
with suspicion on over-estimates, which have been spent 
in this manner, or which, even if surrendered, have opened the 
door to such spending. Further, though the department 
gains nothing by the surplus which is surrendered to the 
exchequer, and is taken in reduction of the national debt, 
the effect of it is that Parliament has been asked to make 
greater provision than was required, and the taxpayer has 
been called upon to pay more during the year than the necessity 
justified. The duty of imposing taxation is at all times a 
disagreeable one, even when necessary; any avoidable exten~ 
sion resulting from a department's unnecessary demands is 
therefore not unnaturaIlydiscouraged by the House of Commons. 
Moreover, a' department having obtained the grants it asked 
for cannot have them subsequently reduced absolutely, in 
order to avoid a gross surplus, on finding that it will not 

B 
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~equire ,to spend ~hem, while it is always open to it to obtain, 
with treasury sanction, a supplementary estimate if required. 
The tendency is consequently to underestimate' rather than 
to overestimate, and the resulting supplementary estimates 
which are required are therefore often caused by the system 
in force for ensuring parliamentary control, whereby estimates 
have to be prepared so long beforehand. In the case of the 
army and . navy, owing to. the powers of virement which can 
be . exercised between the votes, there is no legal necessity 
for a supplementary estimate unless the total provision is 
likely to be exceeded. The vote for the treasury chest fund 
is" however, independent .of army and navy votes and must 
be taken separately when the deficiencies thereon can be 
estimated. A supplementary, estimate is usually presented 
for it at the end of the year. 

Since no expenditure can legany be incurred for which 
parliamentary provision has not been made, the taking of 
a supplementary estimate' should in theory precede all excess 
expenditure on a civil v9teor on the gross army and navy 
votes respectively. In practice this is not always possible. It 
is, however, eminently desirable to do so whenever practicable, 
as, when. once the payment has been made, or the department 
committed. to payment, Parliament is obviously hampered 
'in its decision as to the expediency of such payment. Expendi
ture so .incurred is invalid; but the granting of the supple
mental vote and the passing of the Appropriation Act may be 
held to have a retrospective effect and to cure such invalidity. 
Though the Appropriation Act embodying a supplementary 
vote need not be passed within the financial year the supple
mentary estimates must be passed before the end of the year 
in order to give legal effect to the expenditure which they 
authorise, Further, if presented in a subsequent session 
to that in which the annual estimates were passed they must 
be followed by a Consolidated Fund Bill, for no issues from 
the exchequer authorised in a previous session, although 
for the same financial year, are legally available for grants 
made in a subsequent session. The legal appropriation may 
be effected later, however, and is normally embodied in the 
Appropriation Act of the financial year following that to 
which the supplementary estimates relate. 
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The fact that a department may have availabie funds 
at its disposal to meet excess expenditure owing to its having 
realised appropriations in aid in excess of its anticipations 
will not enable it to legally utilise them if thereby the total 
provision of Parliament is exceeded. The spending power 
of a department is strictly limited to the total of exchequer R. 1887. 
grants and the estimated appropriations in aid, which together 88 T.M. 

represent the gross expenditure authorised by Parliament, 
and a department cannot look to excess receipts under appro
priations in aid to cover deficits on its votes. If, therefore, 
it desires to increase its expenditure and has" an equal or 
greater sum of extra receipts available without asking Parlia- Cpo I R. 
me~t for a ~urther grant it must pre~nt a supplementary l1i~' I; 
estunate settmg forth the extra expenditure on the one hand 1905. I 

and the estimated extra receipts on the other, a nominal 
deficit of receipts, usually [100, being shown which Parlia-
ment is asked to grant. The full facts of the case are thus 
laid before Parliament, which, in granting the token vote 
of [100, authorises the additional expenditure. Any further 2 R. 
receipts beyond the amount abated are surrendered to the ex- 1884. 28 
chequer. It is a wise provision that an accounting department R. 1912. 

cannot use its excess appropriations in aid without parlia- Ev. 28 

mentary sanction. When" such extra receipts are taken in 2 8~' 6 
aid of votes, any amount realised beyond the sum deducted ~28 "T~. 
in the estimate is to be considered as diminishing pro tanto R. 1887. 
the amount of the grant of Parliament at the disposal'of the 88 T.M. 
department, and dealt with in the same manner as an ordinary 
surplus. The same principle applies when a department 
requires a substantive "vote, but has realised excess appro
priations in aid which will meet a portion of the extra expendi-
ture. In such a case the fact that a net grant only' is required Cpo 2 R. 
would not justify the department in presenting an estimate 1883. 13 
for the net expenditure only, nor would such an estimate 
have the effect of increasing the provision to the required 
extent. Parliament must approve the gross amount while 
voting the net amount. . 

Again, if the War Office or the Admiralty Wishes" to in
crease its gross expenditure on some heads, but anticipates 
savings on other heads, the necessary supplementary estimate 
should set forth the total excess expenditure on the former 
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and the estimated savings on the latter in order that there 
may be no concealment from Parliament of the real grant 
that is required. The same principle applies to the sub-heads 
of a civil vote. Parliament is thereby asked, first, to grant 
the gross extra expenditure on those heads on which the 
department wishes to exceed the former provision; secondly, 
to vote the net excess for issue out of the exchequer; and 
thirdly, to' authorise the application of the savings, to the 
extent shown, to. those votes or sub-heads which will require 
them. So, t.oo, if the savings equal or exceed the proposed 
excesses and the Treasury decides to proceed by supplementary 
estimate instead of exercising its powers of virement, an 
arbitrary deficit of £10 or £100 is shown, for which a token 
vote is taken. The amount of the savings in such cases is 
really granted twice over: in the original estimate under 
one or more heads, and then, on its being apparent that it 
would not be required under those sub-heads, Parliament 
again grants it under the other head. When supplementary 
estimates of this nature are presented for the army and navy, 
the anticipated surpluses and deficits on all the votes are 
embodied in the estimate, thus securing at the earliest date 
parliamentary sanction to the deviations from the original 
estimate which would otherwise be provisionally sanctioned 
under the treasury powers of virement. If a department 
therefore wishes to exceed parliamentary provision, or if it 
requires further grants to meet unrealised appropriations 
in aid, a supplementary estimate must- be presented; but if, 
"in the case of the army and navy, it only !Iesires reallocation 
of the grants between the votes the decision rests with the 
Treasury· as to whether the powers of virement should be 
exercised or whether a supplementary estimate should be 
presented. If the proposed changes are of such importance, 
either because of their amount or on account of questions of 
policy involved, as to practically have the effect of substituting 
an amended estimate for the original one, the Treasury would 
insist on a supplementary estimate being presented on a token 
vote in order to obtain parliamentary sanction within the 
financial year. 

Besides being taken to meet excesses on the current services 
of the year, supplementary estimates may also be presented 
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for special services such as arise on the outbreak of war, in 
which case they replace votes of credit, with the intention 
of endeavouring to place before Parliament more detailed 
proposals of the expenditure under votes. If a fairly definite 
estimate can be formed, both of the :,tmount required and of 
general heads of expenditure, such a method is more in accord
ance . with the recognised principles of parliamentary control 
by securing more particular appropriation; but if applied 
to large operations for which reliable estimates are impossible; 
the benefits are more theoretical than practical. A vote of 
credit, of which the expenditure is followed up, is as effec-

May. 
ParI. 
Prac .. 
P·553 

tive in s:curing parliamentary control as an estimate based 
on unknown conditions, and liable to be entirely changed in V 
character eventually by the exercise of the powers of virement. 

In all such cases of special expenditure it is most important 2 R. 
that the accounts for the ordinary ser,vices of the year should, 1869 

as far as practicable, be kept distinct from those relating to 
extraordinary services for which provision is made by separate 
grants. This procedure not only facilitates the control of 
Parliament over the public money, but also tends to promote 
economy in public expenditure. 

Excess Votes 

A deficit on a civil vote or on the gross army and navy 2 R. 
grants is met by either a supplementary estimate or excess l896. 

, vote, according to the time at which it is discovered. The 1 ~ .. 7 
circumstances of the insufficiency of provision for the year, 1876• 
when such is the case, should be brought under the notice of 72 

Parliament either before the close of the financial year, or in Cpo May. 
the course of the session. ~~!~. 

If a department exceeds parliamentary provision and PP'553-4 
fails to take a supplementary estimate either through mis
apprehension or because it aScertains the fact of a deficit 
too late to do so, the only alternative is to obtain an excess 
vote in the following year, and at the earliest practicable 
moment after the excess is established. 

The only manner in which such excesses can occur is either 
through the utilisation of available funds, other than those 
issued from the consolidated fund as parliamentary grants, 
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or by the use of grants issued for other 'Votes. - A department 
could never obtain funds within the year from the consolidated 
fund for such a purpose since the issues are strictly limited 
to the authorised grants. Such expenditure cannot therefore 
be controlled in advance outside the Treasury or the accounting 
department. An excess on a grant is regarded by the Public 
Accounts Committee as a serious irregularity, apart from its 
ill~gality, and the House of Commons has always endeavoured 
to check any tendency to exceed the provision without in
forming Parliament within the year. The feeling on the 
point was expressed by the House of Commons in 1849 when 
it was resolved that 'when a certain amount of expenditure 
for a particular service has been determined upon by Parlia
ment, it is the bounden duty of the department, which has 
that service under itscIiarge and control, to take care that 
the expenditure does pot exceed the amount placed at its 
disposal for that purpose.' So seriously does the Public 
Accounts Committee view the necessity for an excess vote 
that it encourages the taking of a supplementary estimate, 
if the final forecast on the account shows but a small surplus. 
'Whenever the margin of provision over an expenditure of 
fifteen millions can only be estimated at a few hundred pounds, 
it would be much safer to present a supplementary estimate.' 
If this is not done, and in the event the anticipated surplus 
is not realised, 'the Treasury must share with the department 
the responsibility for not acting on the forecast of a small 
surplus, without insisting on a supplementary estimate.' • 
The degree of margin advisable necessarily varies . largely 
in the different departments, in proportion to the nature as 
well as the extent of the expenditure of each. In the case 
of the army, for instance, with a net expenditure of about 
£27,000,000, it was suggested that {,37,oOO was as small a 
surplus as could safely be worked to. . 

The 'Ilumber of excess votes required has very largely 
decreased within the last twenty or thirty years owing to 
the greater feeling of responsibility in the matter felt by 
departments, whereby expenditure is more carefully watched 
and either kept within the provision, or so closely followed, 
that a supplementary estimate can be presented if found 
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necessary. 1 In former days, however, there was not the same 
disposition on the part . of departments to regard excesses 
so seriously, and in 1881 the Treasury observed thci.t depart~ 2R.I88J, 

ments generally had been slow to learn that an excess was a 41: 42 , 

financial offence, adding, that it was anxious to establish this T. . 
as I a canon of the public service,' and to dispose of any idea 
that an ~xcess upon a vote could be created at pleasure. 
In the case of the army and navy the privilege of virement 
obviates the necessity for excess votes, unless in exceptional 
cases, such as occurred in 1891 when the Admiralty failed 2 R. 
to realise a large sum estimated for to be appropriated in aid, 1892, 2 

and postponed taking a supplementary estimate until too 
late, hoping to obtain the money in time by arbitration. 

All cases' of excess are reported by the Comptroller and 
Auditor General, and considered by the Public Accounts 
Committee, to whom they must be explained. The explana~ 
tion, moreover, must be fully given and the real causes shown. 
It is not sufficient to merely give one general explanation 3 R. 
of the excess of expenditure and another of the fallings off J89$, 

of receipts in order to obviate the presentatjon of a long state~ t~: & 
ment, if such is necessary to explain the various excesses and 
surpluses fully. If merely a general explanation is given, 
or if one particular item corresponding in amount to the 
excess is picked out to explain the excess and other cause~r 
are not stated, it suggests that the department merely looks 
upon the House as giving formal consent to the excess vote, 
and that consequently it is unnecessary to give more than a 
formal reason for the deficit. The Public Accounts Committee 
dissents from such a view which precludes it from a full exami-
nation of the causes leading up to the excess vote. If the 
committee after its investigation reports that there is no 
objection to the excess votes being granted, they are presented 
to Committee of Supply in the form of a resolution and'the 
position legalised at the ~arliest possible moment after such 
report. This should, if possible, be at the latest within the 

1 In the nine years 1868;"9 to 1876-7 the number of excess votes required g. :I A. 
for civil service and revenue department votes was 233. In the nine years, . em", 
1886-7 to 1894-5, the number was 18 only; while in the nine years, 1905-6 
to 1913-14, only 7 cases occurred. 
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financial year in which the excess is reported by the Comp
troller' and Auditor General, and at the earliest cannot take 
place before the necessity occurs-that is to say, when the 
irregularity is proved on the audit of the completed account. 
In practice the consideration of excess votes is the first business 
dealt with by the Public Accounts Committee, and the recom
mendation is embodied in the first report presented by that 
body in the session. 

The same principle is followed in dealing with excess votes 
as with supplementary estimates, if a department has incurred 
the excess by utilising surplus receipts and consequently 
no further grant is required, or a grant for a portion of the 
excess only. The object in view is to secure parliamentary 
sanction by a vote. Therefore the realised receipts are treated 
as appropriations in aid of the expenditure, and the excess vote 
is taken for the net sum only: If, however, these extra receipts 
exceed the excess expenditure, only such portion of them are 
allowed to be appropriated, as will leave a nominal deficit, 
[,10 or £100, to be voted, the balance being surrendered to the 
exchequer, " 

An illustration of this !may be seen in the navy appro-
priation account for 19IO-II. In that year the gross ex
penditure exceeded the estimates by £28,895, which was met 
from, and more than counterbalanced by, realised receipts, 
which exceeded the estimated appropriations in aid by a still 
greater amount. In order to avoid a surrender to the exchequer 
of the whole of the excess receipts, which would have 
necessitated an immediate re-vote of the excess expenditure, 
£28,795 of the surplus receipts were authorised to be appro
priated in aid of the excess expenditure, leaving a nominal 
deficit of, £100 to be voted, thus securing parliamentary 
sanction to the whole. If the excess expenditure ha~ been 
foreseen it should of course have been met by a supplementary 
estimate and vote, even though no additional substantive 
grant was required, thus obviating the necessity for an excess 
vote later. But even if the excess is foreseen in such a case 
and a supplementary estimate taken, care must be taken 
that if surplus appropriations in aid are expected to be 
available for use, they should be specifically included in the 
estimate with a view to securing parliamentary sanction to 
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their being utilised; for surplus appropriations in aid cannot 
be applied to meet expenditure except by specific parliamen- I R. 
tary authority. If in such a case the supplementary estimate 1910 

only deals with the net amount for which a substantive 
grant is required, then any further expenditure incurred by 
the use of the surplus receipts would be illegal and would 
nec~sitate an excess vote. 

Exceptional Grants 

Exceptional grants do not call for much notice in this 
connection. The legally unlimited power of the House of Redlich. 
Commons over the public purse stands out clearly in all the ~. of C .• 
forms of special grants and enables it to meet special demands lll. 13

2 

in this form, and equally enables it to make them free of 
restriction or to impose such conditions as the particular 
circumstances may require. Special pecuniary rewards to 
individuals for distinguished service are usually made in the 
form of exceptional grants. and other services of an important 
or Imperial nature which are ~either directly connected 
with the current service of the year on the one hand. nor on 
the other are continuing services which might form con
solidated fund services. The vote taken for the suppression 88 C.J. 
of the slave traffic in 1833 was in the form of an exceptional 482 

vote, as also was that for the purchase of the Suez Canal 131 C.J. 
shares. 55 

Grants of this nature are either proposed in a committee May. 
of the whole House and, when voted, dealt with by a bill ParI. 
brought in to give legal effect to the vote, or may be presented~~~'s 
in the form of an estimate, in which case they are subse- . 
quently embodied in the Appropriation Act. The nature of 
the service and the conditions imposed by Parliament 
would determine the question of the surrender of any 
unexpended balance. 

Votes of Credit 

Votes of credit demand a somewhat more full consideration. Idem. 
As the term implies they constitute grants for services for p. 554 
which the Crown requires a credit, but which are of such an 
indefinite nature that the details cannot be estimated for in 
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advance; as in the case of an outbreak of,' or during the con
tinuance of, war. During the period of loose appropriation 
following the Revolution it was usually possible to find the 
sinews of war ouf of the annual votes for army ( extraordin
aries' which provided the government with sufficient available 
funds, replenishment being effected by a similar vote in the 
following year. So long as Parliament was satisfied with. the 
incurring of expenditure in this manner, without its prior -
sanction, no vote of credit was necessary. The amount of 
expenditure so incurred beyond the normal votes, and the 
resulting 'heavy increases of the 'extraordinaries' votes 
during the wars in the eighteenth century, brought about, 
though only gradually f the system of votes of credit, or 
supplies of credit, as they were originally termed, for extra 
war expenditure, which, however unreliable as estimates, 
secured parliamentary sanction in advance to the expenditure 
generally. At first they were used rather to supplement 
the funds available from' extraordinaries' than a:s the sole 
means of providing for war expenditure; but on the abolition 
of' extraordinaries ' in the last century they became a necessity 
for meeting such expenditure, unless replaced by a supple
mentary estimate. 

The House of Commons makes a grant for a vote of 
credit on the strength of its confidence in the government 
t,hat it is necessary, and waives its right of particular appro
priation. The prior control is therefore limited to its control 
over the general policy of the government. There is necessarily 
no antecedent financial control, as no definite details are or 
can be supplied on which such control could be exercised. 
In such cases the grant of a round sum for the special purpose 
expressed in general terms satisfies the legal requirements 
without hampering the executive. A vote of credit differs 

HatseJl. 1 During the wars at the opening of the eighteenth century, which were 
pp. 20S.211, carried on in so many parts of the globe, the difficulty of estimating was 
~'3 Pub endeavoured to be solved by Parliament making a general appropriation for 
lJl'~ pp: the army, navy, and ordnance without specifying the sums for each service. 
117

'
-0 In I 739 a specific sum was voted as a • supply of credit.' On the breaking out 

of the war in I756, and during its continuance, annual' supplies of credit' 
of £I,OOO,ooo were voted to supplement the' extraordinaries' in addition to 
• votes on account' of £500,000 in each year; while in each of the years 
I78o-2 £I,OOO,ooo was voted as a • supply of credit' to supplement the 
• extraordinaries.' 
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from ordinary supply votes inasmuch as it is taken not by Adm. 
the spending department but by the Treasury. Parliament, Exp. 
in fact, makes a gross grant to the latter, as being the central App .• 
department of finance, tQ which it leaves the responsibility ~.1;4~ 
of distributing the money in the manner. best calculated to I§S6. . 
meet the emergency. Nor is the Treasury precluded, after 9-IZ 

having made its allotment, from transferring any of it to 
another department, if necessary. 

If a sudden demand arises during the course of the year 
which cannot be met by the normal parliamentary grant, 
further provision must be made by the presentation either 
of a supplementary estimate or the demand "for a vote of 
credit. If the demand is in connection with services which 
owing to their magnitude or indefiniteness cannot be estimated 
for in detail, or of which on grounds of military expediency 
it is' inadvisable to publish details, a vote of credit may be 
justified. Such conditiops ordinarily only arise on the declara
tion of war or to meet special preparations required in anticipa
tion of a possible outbreak of war, and up to r88S were usually 
met by the grant of a vote of credit. Such a vote, however, 
as compared with a supplementary estimate, possesses financial 
drawbacks in that it eliminates the possibility of financial 
control over the proposals by the House of Commons, while, 
further, Parliament has no means of comparing eventual 
expenditure with estimates. The demand never gives any 
particulars as to details of expenditure, and it is therefore 
presented in a form which precludes any discussion of details. 
In the interests of financial control, and more particularly of 
parliamentary control, a supplementary estimate is preferable 
if it can be presented with any reasonable degree of accuracy. 

Est. Pro. 
239&' 
243 

On the other hand the vote of credit breaks the unity of the Bast
budget in the least dangerous way; as from its nature as 'a able, 
special vote it indicates that the proceeding is irregular and Pub. • Fin .. 
exceptional. Two other advantages are attached to the VI. iii. 
taking of a vote of credit in place of a supplementary estimate. § 4 

Firstly, it obviates any necessity for the disclosure of war 2 R. 
plans and provisions, and the pUblication therefore of infor- 1916, 
mation which might assist the enemy; and secondly, it 70 

reduces the amount of surplus to be eventually surrendered 
if provision for all services is made from a single vote instead 
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of from many separate supplementary votes, on each of 
which sufficient margin would have to be allowed. 

The Treasury, upon whom rests the responsibility of 
deciding by which method to proceed, has in modern times 
always shown a disinclination to ask for a vote of credit if it 
could be avoided. • Whenever practicable a war or other 
special ser:\rice not provided for in the ordinary estimates 
sho~d be provided for by means of supplementary estimate 
and not by vote of credit.' This method secures better in~ 

3 R formation for Parliament; but at the same time greater latitude 
190 3. I must be allo~d both in bringing the expenditure to account 

2R 
1879. 
9 1-93. 
T.M. 

within the proper year, and in estimating in detail for each 
separate vote and sub~head. In r879. also, the Treasury 
expressed a similar view. • If the requirements of the army 
and navy had been known more accurately in January r878 
(when the vote was taken), instead of a vote of credit being 
taken, the ordinary army and navy grants would have 
been increased by supplementary votes, just as in fact 
actually was done in preparing the estimates for the following 
year.' 

RSess.2. The first occasion on which a vote of credit was replaced 
1880.47 by a supplementary estimate was in r878~ to meet extra 

expenditure consequent upon the war between Russia and 
Turkey, though in the same year the expenditure in connec~ 
tion with the war in South Africa was met by a vote of 
credit, and the extra expenditure in connection with the 
former war in the prior financial year had been met by a 
vote of credit. 

After investigating in r880 the relative advantages of 
votes of credit and supplementary estimates, with a view to 
ascertaining in what way the greatest amount of information 
and control with respect to the expenditure for such services 

Idem. 49 could be secured to Parliament and the Treasury, the Public 
Accounts Committee expressed its opinion in favour of a 
supplementary estimate being presented whenever possible, 

. on the ground that when such an estimate is taken in sub~ 
heads Parliament has in the first instance fuller information; 
and the Treasury has greater control over the department 
while the service is being carried on, as no variation can be 
made between those heads without treasury sanction. • When 
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therefore: it recommended, r the department can make a fairly RSesS.2, 
definite estimate of the service, and' of the general heads under 1880. 48 
which the proposed expenditure Will mainly fall, it is desirable Cpo R 
that a supplementary estimate should be presented, ... votes 1887.121 

of credit should as a rule only be resorted to when from the CPi ~.M. 
nature of the services to be performed it is very difficult, ~.~. ~~~. 
if not impossible, to give any fairly approxiinate esti- 1856 
mate of the amount required, and when consequentJy the 
attempt to do so would be practically useless and even mis-
leading.' On the other hand the committee expressed the 
opinion that the adoption of the system of supplementary 
estimates for the purpose of securing more effective con-
trol and audit should not supersede the duty of present- 2 R 
ing to Parliament in one complete view the best estimate 1880. 
that could be formed of the total cost of any extraordinary 49A 

service. 
Votes of credit continued to be taken in some cases up 

to 1885, but from that date. onwards the system was practically 
abandoned in favour of supplementary estimates, and the 
expedient is unlikely to be again resorted to unless in very 
exceptional emergencies such as the present war. The South 
African war of 1899-1902 was financed throughout by meall$ 
of ordinary and supplementary estimates at the express 
wish of the Treasury, and proved the practical possibility 
of the adoption of such a system for even a war of magnitude. 
The exceptional circumstances of the present crisis, which 
justified the first vote of credit in 1914, are clearly seen from 
the terms of the vote: then taken, which was- granted 'for 
defraying expenses which may be incurred during the year Appro. 
ending on the 31st day of March, 1915, for all measures which PAriation 

. f d ct 1914 may be taken for the secunty of the country; or .the con uct 4&5 G.V: 
of naval and military operations; for assisting food supply; c.24 
for promoting the continuance of trade, industry, business, 
and communications, whether by means of insurance or 
indemnity against' risk or otherwise; for relief of distress; 
and generally for all expenses arising out of the existence 
of a state of war.' The inadvisability of proceeding by 
supplementary estimate was further explained to Parliament 
when the token estimates for 1915-6 were presented, it having 
been decided to continue to finance the war entirely by votes 
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of credi~. • We cannot,' said the Financial Secretary to the 
T~eaSury, • estimate what the cost of the war will be, and if 
we could it would not be a wise thing to announce it, because 
any detailed estimate showing what we are doing or intending 
to do would give information to our enemies as to numbers, 
organisation, training, and equipment, which it is most un
desirable that they should know.' 

- The grant of a vote of credit is in no sense an unconditional 
grant, though it is. made in general terms and is intended by 
Parliament to be liberally interpreted. It is resorted to for 
the purpose not of restricting, but of widening, the appro
priation of the money granted. To subject the issues from 
a vote of credit to a stricter appropriation could hardly be 
reconciled with taking a vote of credit at all except for purposes 
of secrecy, and even if a statement is laid before Parliament 
at the same time as the vote which gives any information 
as to the intended allocation, it in no way has the effect of 
binding the government in details. It is not only not divided 
into different subjects or sub-heads, but it is not even specially 
applied to any: one department of the public service. The 
only definite condition which is usually laid down is that 
the grant is for application in the current financial year only. 
It rests with Parliament to decide whether this condition 
shall be imposed or not. In dealing with the point in 1870 
the Treasury was of opinion that it was advisable in the case 
of votes of credit to omit the ordinary limitation of period 
so that any portion of such vote, which might remain un
issued or unexpended at the close of the financial year, might 
~ available in diminution of any similar demand upon PaJ;lia
ment for the same purp<?se in a succeeding year. In conse
quence, however, of the opinion expressed by the Public 
Accounts Committee in the following year, it agreed that there 
was no insuperable objection to votes of credit being taken 
for the current financial year only, and recommended the 
adoption of that course in future. 

But though the terms of the grant exclude any detailed 
appropriation, and it is difficult to maintain the ordinary 
nues laid down for securing strict appropriation, the fact 
that Parliament grants a vote of credit in this mariner neither 
implies nor permits that the expenditure shall be llncon-
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trolled. The recognition of this principle is of old standing, 
though the means of enforcing it a:r~ comparatively modern. 
I This deviation, in time of war, from the usual forms of Hatsell, 
Parliament,'- Hatsell Vl-Tote in 1818, I can only be justified p. 214 

from the impossibility of stating in an estimate those demands 
which the unforeseen exigencies of extensive and uncertain 
operations may require; it is therefore incumbent upon the 
House of Commons not only to make this supply of credit 
as small _ as possible, but in .a subsequent session to inquire 
into the particUlar expenditure of the sum granted; and to 
be assured that it is strictly applied to those purposes for which 
it is intended, and not squandered loosely, improvidently, 
wantonly, or perhaps corruptly.' - Apart from the inevitable 
relaxation of control due to active service conditlons, Parlia-
ment requires an account of the grant in the _usual- manner 
and as far as possible under the usual vote headings. It 
trusts to accountancy rather than to estimates for securing 
proper financial control. The expenditUre must follow normal 
lines and regulations, subject to military exigencies, and the 
audit is carried out on the same lines, whether the grants are 
made in the form of votes of credit or on estimates. The 
antecedent control of the House of Commons is lost, but its 
subsequent control over expenditur~ as exercised through 
the Public Accounts Committee and the Comptroller and A. Est. 
Auditor General remains, for it is clear that the latter is within ~m .. 
his functions in reporting upon the application of a vote of 12~4 
credit as strictly as upon a normal vote. It has even been 
suggested that the financing of the present war by votes of 
credit will have little practical effect in reducing control. 
The military correspondent of The Times writing on 15th 
February, 1915, observed that under the proposed arrange
ment I there seems to be no n~ason why accounting and audit 
should be less effective than heretofore .. The House of 
Commolls have been for years so utterly lax and ineffective 
as critics of service estimates that they do not lose much by 
the new manner of proceeding, neither does the country. 
The Treasury, the finance branch of the War Office, the Public 
Accounts Committee, and the Auditor General will have a 
busy year. It will be nothing new that the real control over 
army expenditure should rest with them.' 

The 
Times, 
15/2/15, 
p.6 
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The methods by which the expenditure of sums granted 
under a vote of credit is accounted for will be more particularly 
dealt with in a subsequent chapter; but the underlying prin
ciple hblds good in all cases-namely, that Parliament shall 
be furnished eventually with as detailed information of the 
expenditure classified under the appropriate heads as would 
have been supplied had it been possible to appropriate the 
grant in advance under the pertinent votes. In other words, 
the appropriation instead of being made by Parliament is 
made by the department with treasury sanction in accordance 
with the needs of the services as they arise, and such appro
priation receives the implied sanction of the House of Commons 
on thepiesentation and passing of the accounts. 

Since, however, the vote is taken by the Treasury, by whom 
the distribution is made, the department is required to make 
demands on the Treasury for its needs; and such demands, 
though not estimates in the ordinary sense, should embody 
a general scheme of expenditure which the department pro
poses to incur, as some justification to the Treasury of the 
legitimacy of the demand. Such schemes, though they 
do not conveyor imply any legal appropriation, constitute 
a consecutive recor.d of the intentions of the department 
and of the treasury sanCtion to it, and furnish the basis for 

R. 1887, the subsequent account and the audit of it; while, further, 
II6 . the Comptroller and Auditor General is of opinion that such 

Adm. 
Exp., 
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R. 1887, 
119 

T.M. 
20/8/14, 
para. 8; 
H.C. 
458/ 14 

a scheme of expenditure would furnish his department with 
valuable information, and probably lead to considerable 
economy. The scheme is meant, whenever practicable, to 
precede the vote of credit and to be presented to Parliament 
as a record of the grounds. on which the vote is asked. It 
may, however, well happen that when the occasion for the 
vote of credit first arises it· will be difficult, if not impossible, 
to submit a detailed scheme, owing to the lack of the necessary 
information. Such was the position in, 1914 when 'the 
emergency developed with such rapidity, and the scope of 
the expenditure, for which it might call, was so incapable of 
definition, that it was' quite impracticable for the depart-
ments concerned to present to the Treasuiy, or for the Treasury 
to submit to Parlia~ent in support of the vote, any general 
scheme of the expenditure proposed to be incurred.' In such 
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a case the scheme should be submitted at a later date as soon 
as it becomes practicable to do so, and the Public Accounts 
Committee considers that it is the duty of the Treasury to 
see that it is supplied, and to impress upon the departments 
concerned the importance of furnishing sufficient information. 
The extent to which information of this· nature can be given 
must vary greatly according to the circumstances of each 
case, and even if a detailed scheme is practicable it may be 
inadvisable on military grounds to present it to Parliament. 

The absence of appropriation in advance demands all the 
greater care in subsequent classification. This principle is 
fully recognised and enforced by the Treasury, whose view 
was clearly laid down in 1879. 'My Lords: it was stated. 2 R. 
'are specially anxious to adopt the most stringent rule of 1879. 

appropriation in dealing with moneys placed at their disposal i\(4' 
by a vote of credit: thus strengthening the control of Parlia-
ment over the expenditure of such votes. 'The spending R.Sess.2, 
department must in every case be able to produce reasonable 1880, 

ground for maintaining that any individual charge, or excess f.il3
! 

of charge, defrayed in whole or part from a vote of credit 
has been incurred directly for the purposes to which Parliament 
intended such vote to be applied.' While a department is 
not tied down to an appropriation made by Parliament under 
sub-heads, the appropriation which it in point of fact makes 
must be covered by the terms of and connected with the 
service mentioned in the vote. 

, However wide may be the terms of the vote of credit, the 2 R. 
charge against it must not exceed the aggregate of the· sums 1879. 

which the spending departments can identify as directly occa- t~if.4. 
sioned by or for the event or object to meet which the vote 
was taken.' This rule both strengthens the control of Parlia-
ment over the expenditure under votes of credit and also 
tends to save controversy as to what are and what are 
not legitimate cbarges to the vote. In order not ·only to 
facilitate the work of the Comptroller and Auditor General, cpo 2 R. 
but also to enable him to carry out an audit of vote of credit 1881. 64, 
expenditure as such at all, it is necessary that the department & T.M. 
should, as far as possible, mark separate vouchers for expendi- R. 
ture as appertaining to the vote of credit,as well as sub- ;~~ 253 
mitting a statement of accounts and the basis of . calculation . ' . 

F 
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or principle upon which that statement is made out. This 
would apply of course only when a vote of credit is taken 
in addition· to or after the annual estimates. 

It is erroneous to suppose that there are no limitations 
as to the time at which the expenditure should cease to be 
chargeable to a vote of credit, and that so long as the vote 
remains u~exhausted it is available for any special expenditure 
which the department thinks desirable in the interests of the 

R 1887, public service. In other words a vote of credit is not to be 
n6 & regarded' in the light of a sum placed at the disposal of the 
12

9 department by Parliament to meet any expenditure unpro
Cpo 
Adm; 
Exp .. 
Report 

vided for in the ordinary votes which, in a time of emergency, 
it might seem desirable to incur with a view of increasing gener
ally the effective strength of the service, irrespective of clear 
and direct connection with the special preparations or the 
particular expenditure for which alone it was intended to 
provide.' As soon as the emergency has passed, or the appre-

~/::Z' hension of war has ceased, no fresh expenditure should be 
incurred unless it is clearly the necessary consequence of pre
vious special expenditure,and simultaneously all existing 
special expenditure should be closely scrutinised with a view 
to seeing whether, by making special arrangements, savings 
in it cannot be effected. If a vote of credit were to be 

2 R considered to be applicable to meet deficiencies on ordinary 
1879,91 votes the due control of Parliament over the expenditure 
RSess.2, authorised by the annual estimate for normal services would 
188!j tt be at an end as soon as the vote of credit were granted, and the 
53, . . advantage of substituting a supplementary estimate, if made 

1 R. 
1886, 12, 

'&T.M. 

by Parliament to meet a special emergency, for a vote of credit 
would be lost. In this aspect, therefore, a department is more 
·limited in dealing 'with expenditure under a vote of credit 
than in dealing with expenditure for which. a suppkmentary 
estimate has been presented. The latter would have been 
made applicable to meet deficiencies on the original votes for 
normal services. The vote of credit can only be applied to 
such deficiencies in so far as they can be shown to be directly 
due to the.special circumstances for which the vote is taken. 
It is, moreover, immaterial whether the deficiency is due to 
excess expenditure or a falling off in appropriations in aid. 
Thus, if a department incurs expenditure on the special service 
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for which a vote of credit is taken to the e~tent of, say, £50,000 
and finds itself at the end of the year with a deficit of £30,000 
on the total provision made by Parliament for the year and a 
further deficit of £10,000, caused by unrealised appropriations 
in aid, the appropriation of £40,000 from the vote of credit to 
meet the gross deficiency may justly be made and ought to 
be made. In other words, a· vote of credit is applicable 
to meet any excess of expenditure over the sums at the dis
posal of the department, whether. in the form o~ grants or of 
appropriations in aid, provided the expenditure was incurred 
for purposes for which the vote of credit had been granted. 

On the other hand, the hands of a department are less tied 
and parliamentary' control proportionately diminished in one 
important respect in the case of votes of credit as compared 
with supplementary estimates. The former may be utilised 
for services which would not normally be a charge upon the 
ordinary votes of the department. Such services may be of two 
kinds: firstly, those which are in the ordinary course legitimate 
charges against parliamentary grants, but which would be met 
from the votes of another department-such as law charges 
in connection with the army and navy. If a vote of credit 2 R. 
is taken, such charges might be legally met from it and charged 1881. 
to army or navy votes instead of to the law charges vote, r:' 67. 
though the Treasury has accept~d. the view of the Public R. 1882 
Accounts Committee that such classification is incorrect. 16. T.M: 
And secondly, exceptional charges which would not normally 
be met by any departmental vote without special parliamen
tary provision. Such charges, if connected with the service 
for which the vote of credit was taken, are legitimately charge
able to it without further parliamentary sanction; whereas if 
a supplementary estimate only has been taken it would be 
necessary to obtain specific sanction from Parliament. A 
serious case in which this important distinction was not realised 
occurred during the last South African war which, it will be 
remembered, was carried on by means of detailed estimates 
presented to Parliament. It was therefore incumbent on the 
War Office to obtain treasury sanction to exceptional expendi
ture not provided for in the estimates, and for the sanction 
and approval of Parliament to be' immediately tained for 
any proposals of magnitUde which had not brought to 

./ 
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A vote of credit is usually taken during the progress of a: 
financial year as a supplement to the annual estimates, and in 
such case!:\ is accounted for in conjunction with the appropriate 
votes which have been granted by Parliament for the year. 
If, however, the whole service of a year is to be financed by 
votes of credit it becomes necessary to present token estimates 
for the year, which are in fact skeleton estimates .. Under a 76 C 
House of Commons resolution of I9th February, I82I, annual 87 
estimates are required to be presented to Parliament; and 
though in this case the primary object is non-existent, the 
presentation of token estimates, besides fulfilling this require"' 
ment of the House, possesses two important. functions. In 
granting the token votes Parliament sanctions and lays down 
the lines of subsequent appropriation of the expenditure of 
the votes of credit. As the annual estimates are normally 
the. basis of the· subsequent appropriation account, so these 
token estimates provide the legally approved frame'v;orkinto 

• ·which the expenditure of the year provided from the unap-' 
propriated votes of credit is built. The House of Commons 
has therefore the assurance that the expenditure will be ap
propriated as far as possible to one or other of the recognised 
heads. The token· estimates in effect legalise the nature of 
appropriation, but not the ,degree. In the second place the 
presentation of token estimates possesses a further use in 
affording the House. of Commons its annual opportunity of 
criticism of the service. The discussion of them cannot be 
such a financial discussion as is possible when the estimates 
contain the details of the proposed expenditure of the year, 
and can only be a discussion on policy and administration. 
As, however, the normal discussions on the annual estimates 
are rarely financial in the ordinary sense, the loss of power by 
the House of Commons when dealing with token in place of 
.actual estimates is more theoretical than real. The nominal 
votes still provide pegs for discussion; and the control of the 
House of Commons, to the extent to which it is usually exercised 
.in this respect, is not materia:Hy diminished. 

When the services of the year are financed entirely by 
votes of credit, as for the army and navy in I9I5-I6, some 
further arrangement must be made for dealing with the 
receipts which are ordinarily appropriated in aid of the votes. 
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A vote of credit is usually taken during the progreSs of a 
financial year as a supplement to the annual estimates, and in 
such cases is accounted for in conjunction with the appropriate 
votes which have been gral1ted by Parliament for the year. 
If, however, the whole service of a year is to be financed by 
votes of credit it becomes necessary to present token estimates 
for the year, which are in fact skeleton estimates. Under a 76 C.]. 
House of Commons resolution of 19th February, 1821, annual 87 
estimates are required to be presented to Parliament; and 
though in this case the primary object is non-existent, the 
presentation of token estimates, besides fulfilling this require~ 
ment of the House, possesses two important. functions. In 
granting the token votes Parliament sanctions and lays down 
the lines of subsequent appropriation of the expenditure of 
the votes of credit. As the annual estimates are normally 
the basis of the subsequent appropriation .account, so these 
token estimates provide the legally approved framework'into 
which the expenditure of the year provided from the unap~ 
propriated votes of credit is built. The House of Commons 
has therefore the assurance that the expenditure will be ap
propriated as far as possible to one or other of the recognised 
heads. The token estimates in effeat legalise the nature of 
appropriation, but not the degree. In the second place the 
presentation of token estimates possesses a further use in 
affording the House of Commons its annual opportunity of 
criticism of the service. The discussion of them cannot be 
such a financial discussion as is possible when the estimates 
contain the details of the proposed expenditure of the year, 
and can only be a discussion on policy and administration. 
As, however, the normal discussions on the annual estimates 
are rarely financial in the ordinary sense, the loss of power by 
the House of Commons when dealing with token in place of 
actual estimates is more theoretical than real. The nominal 
votes still provide pegs for discussion; and the control of the 
House of Commons, to the extent to which it is usually exercised 
.in this respect, is not materially diminished. 

When the services of the year are financed entirely by 
votes of credit, as for the army and navy in 1915-16, some 
further arrangement must be made for dealing with the 
receipts which ate ordinarily appropriated in aid of the votes. 
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Departmental receipts may be dealt with in one of three 
ways: they may be either appropriated by Parliament under 
an Appropriation Act, or appropriated by the Treasury under 
the Public Accounts and Charges Act, or paid into the ex
chequer. To deal with the whole of the receipts under the 
last-mentioned system would entail the objections which the 
system of appropriating in aid was adopted to obviate and 
which are referred to elsewhere, while, further, to so treat them 
for a single year as a special case would possess the objection 
of a derangement of comparisons with previous and subsequent 
years. The appropriation of receipts under the Public Accounts 
and Charges Act can only be effected if the expenditure 
authorised by Parliament is not exceeded. If, therefore, the 
whole of the vote of credit as well as the amount of the depart
mental receipts are required to meet the expenditure, the 
Treasury would have no power to authorise the use of the 
receipts; but if the total expenditure, after utilising the receipts, 
were within the amount of the vote· of credit the treasury 
powers of appropriation under the act might legally be ex
ercised, the exchequer issues from the vote being propor
tionately reduced. In view, however, of the principle and the· 
amount involved it is preferable that the appropriation should 
be made by Parliament. This might be effected by autho
rising the appropriation on the vote of credit or on the token 
estimates, or by means of a supplementary estimate. Ap
propriation in aid of a vote of credit would be contrary to 
precedent and, moreover, even if it were considered advis
able to make an exception, the amount of such receipts for 
a whole year in war time would necessarily be so uncertain 
that accurate estimates would be impossible. The system 
of token estimates, again, does not conveniently lend itself 
to an arrangement under which the appropriation in aid of 
substantive amounts could be made under the separate votes. 
The difficulty of preparing accurate estimates at the time the 
token estimates are prepared would also arise. There remains 
the method of presenting a supplementary estimate on which 
the substantive appropriation of the receipts in aid could be 
made under the respective votes, a nominal appropriation 
only being made on the original estimates. The advantages 
of this procedure are that the appropriation is made by Parlia-
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ment, and that the supplementary estimate need not be pre
sented until later in the year when the amounts can be more 
accurately estimated. In the meantime the receipts .are 
retained by- the department and applied in reduction of ex
chequer issues from the vote of credit, thus effecting economy 
of balances. 

IV. AVAILABILITY OF CASH 

Consideration is .now necessary of the facilities possessed Cpo 
by the government for incurring ullauthorised expenditure, R. 1865, App. I, 
that is to say, of the sources and extent of funds available 54-60 
without reference to Parliament. . 

The activities of the executive are limited by the amount 
of available funds .. So far as issues from the consolidated 
fund are concerned the amount is strictly limited to that 
authorised by Parliament, and primarily parliamentary control 
is secured by the strictness of appropriation and the statutory 
limitation of such issues. The existence of additional avail- cp . 

. abl~ cash at the disposal of the executive Tenders possible ~~~t, 
expenditure unauthorised by Parliament, and therefore at Gov., 
the expense of loss of prior control. The -control of Parlia- ii. 247 
ment over the public expenditure is weakened by placing C.P.M. 

funds at the disposal of a department which, not being required ~i;" 3 
for its own immediate expenses, may be employed for purposes p. 585 ' 
not contemplated by Parliament: 

In the middle ages of constitutional government, the C.N.E. 
eighteenth century, the object of ministers was to retain in EV. I634 
their possession large sums of money, thus rendering them to 
that extent independent of Parliament. Such practices were 
gradually eliminated as the control of Parliament increased. 
But however objectionable, on constitutional grounds, inde-
pendent action may be, occasions will inevitably arise when. 
the executive may consider it advisable or expedient to take 
action which, for reasons of secrecy or owing to pressure of 
time, it can only effect by the temporary use of funds other 
than those issued from the exchequer. Even though such 
action may be irregular and even technically illegal, it may 
happen that if the facilities exist a department may, with or 
without the concurrence of the Treasury, deliberately adopt 
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it as being in its opinion in the public interests. The 
existence of funds increases the temptation to so apply them 
temporarily, even with the knowledge that such action must 
be disclosed when the accounts are presented and will then 
have to be justified. Even, however, if such expenditure is 
not incurred deliberately, with or without treasury sanction, 
and with the intention of obtaining ex post facto sanction on 
an excess vote, it may still be incurred unintentionally through 
lack of information as to the cause of expenditure. In 
either case, both the exvenditure and its cause will have 
been kept from the information of Parliament until the 
accounts are closed, when it can only be dealt with as a fait 
accompli. 

This condition is particularly liable to occur in the case 
of services which involve large expenditure in all parts of 
the world, as there must then necessarily be at all times a 
considerable amount of cash in the hands of sub-accountants, 
while the position is still further aggravated during a state of 
war, when the requisite balances must be greatly increased. 
Owing to such increase and the delay in rendering accounts 
inevitable to war, it becomes possible to largely exceed the 
expenditure authorised by Parliament if the war has been 
carried on by ordinary and supplementary estimates instead 
of by a vote of credit. Parliament has always shown itself 
to be most jealous of such action in normal times and has never 
permitted the executive a free hand by placing at its disposal 
unappropriated funds, beyond certain narrow limits. The 
chief drawback of this policy is that the government can never, 
except by the irregularity of a temporary misappropriation, 
make exceptional and secret preparations rapidly in an 
emergency, as the necessary funds can only be obtained by 
presenting a supplementary estimate to Parliament, but in 
spite of the disabilities of this policy, especially when wat 
is imminent or possible, it is unlikely that Parliament would 
ever agree to a change which might diminish its control, by 
deliberately placing large sums at the disposal of the govern
ment in peacetime to be spent without its prior knowledge. 

The funds, apart from exchequer issues, which are actually 
and potentially available, may be classified under two heads: 
firstly, those which mayor may not be definitely known to 
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Parliament and of which the limits mayor may not be fixed; 
and secondly, those which are of uncertain amount-and can 
only be controlled by Parliament in advance generally. 

Departmental R.eceipts 

The latter include all sums realised by departments in 
the course of their administration. Of these a portion are 
estimated for as appropriations in aid and Parliament sanctions 
their being so appropriated in aid of the votes, but neither 
Parliament nor the department can entirely control the 
extent of the realisations, and though the utilisation to such 
an extent as to enable a department to exceed parliamentary 
provision would be illegal, the realisation of excess receipts 
enables this to be done, within limits, without the prior know
ledge or sanction of Parliament. 

Special arrangements are made as regards the revenue 
collected by the revenue departments. The expense of 
collecting the revenue is a supply service payable from the 
consolidated fund in the form of parliamentary grants, but T.M. 
for convenience and economy the revenue departments in 16/4/85 
practice defray their expenses out of the revenue as they H.C. 88 
collect it, and before it is paid into the exchequer, the accounts 145/

1 
5 

bet~e~n the revenue. and the consolidate~ fund being adjusted !'~rxlv. 
penodically. In thIS manner money IS used on the spot 
where it comes to hand and can thus be used most economic"-
ally, while the subsequent adjustment brings the expenditure 
into accord with the parliamentary grants; but while the fact 
of irregularities in its use or any excess of expenditure over 
provision will be brought to light when the a,ccounts of the 
revenue departments are presented to Parliament, there is 
no safeguard against the temporary misapplication of the 
moneys received as revenue, if deliberately so used by the 
department before being paid in to the exchequer. 

Again, certain departments receive extra receipts which 
are payable to the exchequer or which are applicable to definite 
purposes under departmental administration, or which are 
payable to the National Debt Commissioners as in the case 
of post office savings bank deposits. Against the temporary 
and improper use of such funds while under the control of the 
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department there is no practical check outside the department 
unless the facts are brought to the notice of the Treasury .. 
The weakness of parliamentary control in this respect was 
exemplified in February 1909, when the expenditure on old 
age pensions was found to be £69,000 in excess of the grant, 
and as there was not sufficient money in the civil contingencies 
fund to meet the deficit temporarily in anticipation of subse
quent provision, the eXCcess expenditure was defrayed out of 
moneys in. the hands of the Postmaster General. It was 
admitted that the use of such moneys was illegal and that 
in this case the Treasury was aware {hat a deficit would arise 
though the extent of it was unknown. . Though the excess 
expenditure in this case was not on an object which had not 
been authorised by Parliament, but was the result of an 
underestimate of the cost of the authorised scheme, yet it 
illustrates the possibilities of action open to a department 
through the use of moneys in its hands other than those iSsued 
from the exchequer. A parallel case occurred in 1872 when 
large sums amounting to £890,000 were taken from the post 
office departmental receipts, the majority from savings bank 
deposits, to use on the telegraph service for which the provision 
made by Parliament had become exhausted. The trans
action was most seriously regarded both by the House of 
Commons and bv the Public Accounts Committee. The 
latter expressed the opinion that 'this wholesale expenditure 
out of the balances in anticipation of the vote is in the highest 
degree irregular and objectionable: while the former agreed 
to a motion which was accepted by Gladstone, that' it is the 
duty of the government to take effectiv~ measures to prevent the 
recurrence of such a proceeding.' The actual recurrence of the 
case previously mentioned is evidence of the lack of control of 
Parliament over these balances, other than the reliance it can 
place on the Treasury and the department for correct procedure. 

The former class of funds are those which it is recognised 
must exist for specific obj ects, and though their proper use 
is limited to those objects and the use of funds elsewhere 
will have to be made good eventually out of parliamentary 
grants, yet the existence of the funds provides at any rate 
the possibility of their temporary misapplication. 



HOUSE OF COMMONS 75 

These funds consist of: The treasury chest fund, the civil 
contingencies fund, departmental deposit funds, and the 
ordnance factories supplies suspense account. 

Treasury Chest Fund 

The treasury chest fund, formerly known as ' army extra- C.P.M. 
ordinaries' and subsequently as the commissariat chest fund, 1856, 
in its earlier history proVided a fund from which expenditure APP·

6
1: 

could be made apart from the annual parliamentary grants, X:p~ 3: 
and therefore offered· the facilities for independent action p. 617 
on the part of the government which strikes at the root of Idem, 
parliamentary control. By successive steps its limitations and 1857, 
functions have been narrowed down. It became a statutory' ~ar~: 
fund for the first time in 1861 when the Treasury Chest Fund E~~ 16;8 
Act was passed (24 & 25 Vic. c. 127). A further act on the -83 
same lines was· passed -in 1877 and is still in force (40 & 4I Pub.Inc .. 
~~~. ~m 

This fund is..a central banking funq, under treasury control, R. 190 2, 
which exists for the purpose of laying down funds abroad to ApP·5 
carry on the public service generally, and the capital of the_ Cpo R. 
fund is kept by the Paymaster General in so. far as it is not E19II6, 
. h . v. 09 
m t e chests abroad. Any defiCIt on the fund as the result et seq. 
of the year's transactions is voted by Parliament; and any 
surplus of the fund at the end of each year over and above 
the statutory maximum, is payable to the exchequer to form 
part of the consolidated fund, thus definitely ·preventing an 
accumulation of cash available to the Treasury beyond what 
is considered by Parliament to be necessary for the purposes 
for. which the fund exists. The maximum balance, originally 36 & 37 
fixed at [I,300,000 in- 1861, was reduced to £I,OOO,ooo in Vic. c. 56 
8 d uall £ . 8 . 56 & 57 

I 73. an event y t<? 700,000 m I 93· Vic. c. i8 
The Treasury Chest Fund Act allows the Treaswy to 

employ the fund for' temporary advances for any public 
service,' but it is not intended that it should be used for any 
other purpose than providing money abroad and in the colonies, 
and though it is within the power of the Treasury to use the R. 1914. 
fund for such a purpose as a loan to a foreign government j 25. & Ev. 
the Public Accounts Committee deprecates this use of it, :t~~q. 
and considers its use ought to be restricted to its main purpose, 
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as mentioned above, of a banking fund. If such a use is made 
of .it as the making of a loan, repayment ought to be made 
in the following year by the presentation of a vote; In I9IO:-:U; 
for the first time; it was used for a home service in -two cases 
in which the votes on account taken for civil services were 
exhausted and a second vote on ace-ount could not be taken 
in sufficient" time to provide money for current expenses. 
Normally, "such temporary deficiencies are met" from the 
civil contingencies fund; but in this case that fund was 
temporarily exhausted and the Treasury utilised the treasury 
chest fund to meet the emergency. The Public Accounts 
Committee, however, strongly condemned the use of the 
treasury chest fund as an auxiliary reserve to the civil con..; 
tingencies fund, 3.? being contrary to the wishes of Parliament. 
The Treasury admitted that the procedure was an encroach
ment on the normal purposes of the treasury chest fund and 
therefore not strictly regular, but no further safeguards exist 
in the future against similar irregular use beyond the effect 
upon treasury action of the definitely ex:pressed views of the 
Public Accounts Committee, and the moral check of havrng 
to defend itself if a similar irregularity were permitted again. 
The Treasury is, however, of opinion that circumstanceS may 
justify the irregularity, and even when the civil contingencieS 
fund was increased in amount, with a view to obviating such 
an irregularity, the Treasury was unable to. give an under
taking not to use the treasury chest fund for home services 
in any case. • In a case,' it was stated, • where any prediction 
whatever may be falsified by the event, it would not be proper 
nor in the public interest that they should give a definite 
pledge that they will never in any emergency, however grave, 
avail themselves of a resource which is legally open to them, 
when there is no alternative between such a step and the 
dislocation of the public service.' 

Civil Contingencies Fund 

For fifty years prior to I8I6 it was the praGtice to 
supplement the grants in supply by making advances from 
the civil list. The obvious objections to this procedure were 
attempted to be remedied by thenceforth taking an annual 
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vote for tivil contingencies, I to provide for such expenses of Pub. 
a civil nature as do not form part of the ordinary char:ges. Inc .• 

, of the civil, list.' Little control was, however, exercised, over p. 114
1 

the .necessity for the amounts so voted annually and, the 
balance on the fund accumulated, thus providing the gove.rn-
ment with unappropriated funds. To obviate this practice 
it was determined: in 1862, on the recommendation of the 1 R. 
Public, Accounts Comrtrittee of _ 1861, to reconstitute the fund l~:: 1 

on a new basis and with a fixed maximum balance. The 
civil contingencies fund, so constituted, differs essentially _ R. 1865. 
from the treasury chest fund ill that I the advances from the App. I. 

chest fund can only be made legitimately on the credit of ~ar~s. 4 

money which at the time of the advances is ,ac.tually available c 5 R 
for repayment, as, for instanc!:, colonial revenues or votes of 1~~I.Ev. 
Parliament; while the advances from .the civil contingencies 596 
fund are never made on the ct:edit of moneys which are avai1~ Todd. 
able for the repayment. They are only made to services which ParI. 
have exhausted their votes, or to services for which no votes 0>v.. -
had been taken, in the belief that Parliament will' at some 11. 244-5 

subsequent time be induced to grant what may be necessary 
to repay the advances.' -

While, then, no final charges may be made upon either 
account, the treasury chest fund is one of deposit simply, 
while the ciYll c.Qntingencies fund provides a sum entrusted 
to the government to meet unexpected demands, and to make 4 R. 
advances for services to be afterwards voted by Parliament. 1861 

The latter fund, therefore, includes both advances to meet 
temporary deficiencies repayable within the year, and also 
advances for services which will subsequently come before 
Parliament to be voted-usually in the following year. The 
latter class of advances may be in respect of entirely new 
services, or in respect of defi~iencies on the ordinary votes. 
Such advances are voted in the estimate of the succeeding 
year and repayment is then made to the civil contingencies 1 R. 
fund, which is thereby kept at its authorised maximum, 1862,3 

which was £120,000 up to 1913, when it was increased to 
£300,000 (vide Civil Service Appropriation Accounts, 1912-13, 
Class VII, Vote 7A). 

Unlike the treasury chest fund, the civil contingencies 
fund is not statlltory, but created under treasury n$ute t. 
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but in each case the ,accounts are prepared oy the Treasury, 
audited by the Comptroller and Auditor General, and pre. 
sented to Parliament. In the case of the former, the audit 

. is carried out by the Comptroller and Auditor General in 
accordance with the Treasury Chest Fund Act, and of the 
latter at the request of the Treasury. For the civil con
tingencies fund two accounts are prepared: one showing the 
receipts and' payments during the financial year, and the other 
the distribution of capital at the beginning and end of the 
year with the amount of advances outstanding. 

It will be seen, therefore, that, although the expenditure 
from the civil contingencies fund will be eventually brought 
before Parliament, there is a wide and legitimate scope for 
its use during the year. The fund has, indeed, been described 
as 'a kind of perquisite of the executive government which 
they can make as much use of as they like.' It is a fund 
wholly at the disposal of the government in aid of any civil 
service chargeable to supply grants for which either no pro
vision or insufficient provision has been made. In view of 
this latitude it is natural that Parliament, while admitting 
the necessity of providing funds to meet unavoidable emer
gencies arising out of the civil votes, should at the same time 
be cautious of extending the facilities for unestimated expendi
ture beyond what may reasonably be considered necessary 
to meet such emergencies. 

Deposit Funds 

Deposit funds comprise moneys which come into the 
possession of the government in the course of its large trans
actions, and which are held on deposit or suspense account, 
not being due immediately, if at all, to the consolidated fund. 
These funds are very n~merous in character and amount 
and may be regular or temporary, and may be held as cash 
or be wholly or partly invested. They, however, cannot be 
finally applied to any other purposes than that for· which 
they are held, but the cash balances on them may be tem
porarily applied to current services and. are so applied for 
the purpose of effecting economy of cash balances, but only 
in so far as there still remain unissued parliamentary grants 
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from which their balances can be again made up. Any further 
use of them which cannot be so made up within the year 
would be irregular. 'When payments· are made from these C.P.M. 
deposits, they escape altogether from the sanction of the Crown, l857• 
~xpressed in the royal order; from the sanction of the Treasury, p~;8~' 
as conveyed in the treasury warrant; and from the authority 
of the exchequer warrant, which is the statutable mode of 
determining the legality of the issue. The· application of 
deposits and similar sums .is theretore contrary to law. It 
is also contrary to the first elements of -the constitution 
and is utterly subversive of our parliamentary system of 
control.' 

It has been suggested by the Public Accounts Committee R. 1915. 

that, in. the case of those suspense accounts on which profits 7 
arise while the funds remain in the hands of the department, 
such profi~ might on reaching a certain amount be, under 
regulation, automatically transferred to the exchequer, pro~ 
vision being made in the estimates for the sum to- be so trans~ 
ferred. Such a rule would prevent any undue accumulation 
of cash from such sources remaining available for the use of 
the department. An arrangement of this sort would, however, 
be inapplicable to cases in which the accrued profits were not 
eventually payable to the exchequer, and in which the profit 
if credited to the exchequer would have to be subsequently 
voted for issue. . 

Ordnance Factories Supplies Suspense Account 

The ordnance factories supplies suspense account 1 is really R. 1912, 
a form of capital reserve fund for the factories. All sur~ Ev:. 2767 
pluses on the ordnance factories appropriation atcountsare -2773 

credited to it and all deficits debited to it, but if it ac~umulates ~~/i:~; 
beyond £IOO,OOO (formerly £65,000) any balance m excess & 1235 
of that amount is surrendered. to the exchequer. The question 
of the amount to which the accumulated balances should be 
allowed to rise is one of administration; proper to. be decided 2 R. . 
by the executive,but the Public Accounts Committee ton- ~8i?M~2. 
siders that it should not under any circumstances be permitted 

. 1 This account has beel:!. temporarily in abeyance while the war cOD.tinues 
1;0 be financed by votes of credit. 
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to exceed the sum reasonably necessary to provide for the 
contingencies which the reserve is designed to meet. 

The fund provides both for the carry-over of balances, when 
necessary, and also for the replacement of worn-out buildings 
and machinery and for other capital expenditure in connection 
with the factories, such as the laying down of special plant. 
No part of the surplus, however, can be spent without the 
sanction of Parliament given upon the yearly estimates of 
the factories. But though this is so, the money is available, 
apart from consolidated fund_ issues, and could be temporaril¥ 
misapplied by agreement between the Treasury and the War 
Office in an emergency, subject to these departments being 
called to account for such irregularity later. It is therefore an 
open question,. from the point of view of parliamentary control, 
whether the balance on the account is not larger than should 
be allowed to remain in the hands of the department. 

Though all these various funds are accounted for separately 
in the books of the Paymaster General and of the departments 
concerned, it is specially legislated that the cash balances 
thereon shall not be kept distinct. For purpose of economy 
of balances the Paymaster General keeps oIily one drawing 
account at the Balik of England from which all issues are made 
for current services, irrespective of the source from which 
the moneys comprising his balance are derived. The objects 
of this system were set forth by the Treasury in I848 and 
still hold good: ' It is an object of great importance that the 
public money should not be issued from the exchequer either 
before it is wanted, or in larger sums than the service for 
which it is issued requires, or in other words that the balances 
should be confined to the lowest sum whic~ may be necessary 
for carrying on the payments for the public service in the most 
punctual and regular manner. This object, so essential 
both to security and economy, may be greatly facilitated 
by considering all the sums received as forming one common 
fund, to be used indiscriminately for all current payments.' 
The same point has been emphasised by the Public Accounts 
Committee, which has pointed out that • it is a well established 
principle of financial administration, with a view both to 
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security and to economy of cash balances, that issues of public 
money shall be limited to the sums actually required for C.P.M. 
meeting disbursements for the public service.' The practice 1856 .. 

of issuing specific sums. to be applied only to the purposes ::~II7_ 
for which they might be issued, and which issues, if not required 8 

for immediate payments, could not be held applicable to any 
others, would not be consistent with the proper and economical 
working of a consolidated cash balance. Appropriation C.P.M. 
must follow eventually but need not be anticipated. The 1857. 

r~ponsible d~par:tments may be e~trusted f?r a limit~d time :.Pf~2I, 
WIth the apphcation of the generaIlSSues, subject to ultunately 
answering to Parliament. This system of making issues from 
the exchequer may at first sight appear to be somewhat incoll-
sistent with the strict principles on which appropriation is 
based, but the inconsistency is appa.,:ent only. The exchequer 
itself makes no final payments, but merely supplies certain 
officers, appointed by the Treasury, with -the means of making 
them. Issues from the exchequer must be limited to the 
aggregate amount of the grants,but so Jar as appropriation 
is concerned there is no more necessity to i!:sue specific sums 
from the exchequer for specific votes than there would be 
in issuing specific sums to imprest holders for specific services. 
• Public money is not the subject of the appropriation check, R. 1865. 
until it becomes available for payments on account of the App. I, 

public; until, that is to say, it can be applied to the final ~~~:'10' 
discharge of the government oblig3.tions. The public money 
is never in this condition, until it has passed from the exchequer 
into the hands of some public accountant, as, for instance, 
the Paymaster General.' That official's cash balance is kept 
consolidated irrespective of the eventual appropriation of its 
component parts, and accordingly it is only when he has 
first issued the cash he holds in respect of the balances of all 
his funds that he is able to obtain supplies from the consoli-
dated fund. Though by this method the voted services may 
in the first instance be partially financed by non-voted money, 
yet the practice is • perfectly consistent with a strict appro- T.M. 
priation of the votes of Parliament, as the Paymaster General ~g2/48i 
will not make a payment under any head of service exceeding I;4~' 
the balance remaining on the grant of Parliament for that 1849 

service,' and by the accounts in his books is able to ' exercise 
G 
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an efficient check upon the accounts of the application of the 
votes of Parliament.' Similarly in the case of civil votes, 
it is not considered necessary to keep a distinct cash balance 
continuously for each vote, but for the sake of economising 
balances, the demands for'any one may be met out of the 
balance on another temporarily. As, however, each civil servic~ 
vote has its own account in the books of the Paymaster General, 
none can ever be exceeded except in error, or by the utilisation 
of funds other than consolidated fund issues. The same 
principle is applicable to the money required for loan accounts, 
as regards which, indeed, it may often be difficult at the 
moment of payment to say whether the expenditure is on 
account of the loan or the ordinary vote. At certain pre
scribed periods an adjustment is effect~d, issues bemg made 
from the consolidated fund to enable all the sums which have 
been temporarily used for the public service to be replaced 
to the credit of either the deposit or other fund, or the vote 
from which it was temporarily diverted. 

The safeguard which Parliament possesses against the 
improper use of these funds, that is to say, against their issue 
for use beyond the extent of the parliamentary vote ",-jth the 
intention of replacement subsequently, lies in the correct atti
tude of the Treasury. If the Treasuiy is prepared to authorise 
the Paymaster General to issue the money for use, even on 
objects for which parliamentary sanction has not been obtained 
and even though the effect will be to exceed parliamentary 
provision, it will become possible to incur unauthorised ex
penditure, and at the same time withhold the knowledge of it 
from Parliament until the accounts are presented. Such a 
contingency could only arise in a case of extreme necessity if 
there were no extra receipts available for temporary use and 
the civil contingencies fund and the treasury chest fund were 
exhausted, and it were not possible to present a supplementary 
estimate. 

Ullexpettdtd Balallces on roles of Credit 

There remains to be mentioned the case of available balances 
on votes of credit, when the services for which the vote was 
granted have come to an end. Such balances are liable to be 



HOUSE OF COMMONS 

surrendered, but until such surrender is made the executive 
has at its disposal money which might be improperly used on 
objects other than those for which Parliament intended it. 
The danger of loss of parliamentary control from this cause T.M. 
was foreseen by the Treasury in connection with the decision ~;/15, 
to finance the present war entirely from votes of credit, which : 779

0 

might result in leaving large sums at the disposal of the govern-
ment if the war came to an' end before the end of a financial 
year. Parliament could not guard against such a contin-
gency if a vote of credit were taken for the whole year, but 
the Treasury gave an assurance that care would be taken so 
to limit the amounts asked for from time to time that the 
supply in hand under votes of credit should at no time exceed 
the cost of navy and army services upon the pre-war footing 
up to the end of the financial year by mQre than the amount 
of war charges actually incurred or imminent when the 
estimates for the votes of credit were presented. 

v. DOMESTIC CONSIDERATIONS AFFECTING PARLIAMENTARY 

CONTROL 

While the House-of Commons secures its control primarily T.M. 
by examining and sanctioning every head of proposed public 16/4/85 
expenditure and, subsequently, by learning from its own officer, H.C., 
after the close of each year, whether the limits which it has 145/ 85 
imposed have been obeyed, and whether, generally, the finan-
cial administration of the public service has been orderly, 
mention should, in conclusion, be made of two considerations 
which have an important bearing on the question of that 
control-namely, the relations between the House of Com-
mons and the cabinet, and the scope of debate in the 
House of Commons. 

Relations between the House of Commons and the Cabinet 

Expenditure depends primarily on policy, and secondarily 
on the methods by which the settled policy is carried out. For 
the former the cabinet is solely responsible. The latter are 
more particularly dependent on the accounting department, 
though in this case, too, the ultimate responsibility rests 
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with the cabinet. Parliamentary control is therefore 
essentially dependent on the relations between the House of 
Commons and the cabinet, and on the status and power of 
the latter. 

The cabinet has been described as the connecting ~ink 
between the executive and legislative powers-a committee 
of the legi&lative body selected to be the executive body. But 
the cabinet is not, as such, the executive. It shapes policy. 
and settles what shall be done in important matters, and 
it consists mainly of the heads of the great departments, but 
it is not, therefore, the executive. It gives no orders, but 
it settles that orders shall be given. l It is the motive power 
over the executive. In so far as its constituent parts comprise 
the executive, it is itself for all practical purposes 'the re
sponsible executive, having the complete control of ad
ministration, and the general direction of all national business, 
but exercising those vast powers under the strict supervision 
of the representative chamber to which it is accountable for 
all its acts and omissions.' The nearly complete fusion of 
the executive and legislative powers furnishes the key to 
the secret of efficiency of the English constitution, though in 
theory the goodness tonsists in the entire separation of these 
authorities. A high authority on parliamentary procedure, 
Sir Courtenay Ilbert, brings out the same point: 'The key
note of the British constitution,' he says, 'is the intimate 
relation between, the interdependence of, the executive and 
the legislative. Its characteristic feature, the indispens
able condition of its wprking, is the cabinet .... It is the 
separation, but interdependence, of the criticising and con
trolling power on the one hand, and the executive power 011 

the other, that constitutes the parliamentary system of govern
ment.' The same important principle of the constitution 
is also emphasised by Sir Erskine .May: 'The presence of 
ministers in both Houses maintains the closest relations of 
the Crown with the legislature. The representation of every 
department of the state by members of Parliament, and the 
principles of ministerial responsibility, bring the executive 

1 This is perhaps scarcely true as regards the present war cabinet which, 
by the formal issue to departments of its decisions, has practically assumed 
executive functions. 
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government and the legislature into uninterrupted inter
course and combined action.' 

The administration requires the continued aid of legislation, Bagehot. 
of which an important part is taxation. Unless there is com- Eng. 
plete harmony and co-operation -between the two the result Con"6-

will be, if not disastrous, at least futile. The executive will ij" I 

be hampered by not getting the legislation it needs. The Cpo 
legislature will be demoralised by irresponsibility, by making Anson, 
laws of which others than itself will suffer the effects. At ~n., 

. h h h . his f' h I I. 35, 371 
the same tIme. aU oug t ere IS t USlOn of t, e two e ements, 
the government is dependent for its continued existence on the Bagehot, 
confidence of the House of Commons, and the House collec- ~g. 
tively is therefore its master and no measure can be carried p. ~31 
of which it does not-approve. In important matters; just as cpo 

the House of Commons only goes where it thinks the nation Reign 
will follow, SO the government will only lead where it thinks of, Q. . 
h H will h · fl' . Vlctona t e ouse go, or were ill matters 0 ess lIDportance It i. 137 eI • 

feels that, supported by party loyalty, it will be able to force seq. 
its will upon an indifferent or perhaps reluctant House. 

It is, however, only with the principa,l matters of policy Bagehot, 
and state-the leading questions of the day. the party cries-- Eng. 

that the nation generally is concerned, and in the main'it is ~~~8 
only on these matters that the House of Commons as a body 
will ever exercise its ultimate powers over the government. 
For the settlement of policy the House of Commons is in 
no way responsible. Its functions are to criticise, discuss, 
amend and finally approve or disapprove of the policy of the 
government as laid before it. The extent to which it exercises 
these functions is the measure of its control over the govern-
ment. In times of great excitement definite lines of policy 
may be forced upon the government, but in normal times the 
public will be educated and led by the government. Such Cpo Life 
is the duty of statesmen, with this qualification ': that in finance of Glad~ 
the public opinion must be created and the lead be strenuous, ~~o;e, 
whereas in other matters the lead should be only in those u. 4 

directions which are marked out by the govemiDg forces of, cpo May, 
the public mind. And just as public opinion outside the House ~nst. 
is normally guided by the leading statesmen of the day, so ~~~., ed. 
does the opinion of the House, as the people's representative p. I~ 
body, follow the same lines. But whereas the power of the 
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people can only be exercised indirectly after they have once 
elected their representatives, the power of the House of 
Commons is exercised continuously and directly on the govern
ment. 'The House of Commons lives in a state of perpetual 
potential choice; at any moment it can choose a ruler and 
dismiss a ruler.' Its main function is that it is an electoral 
chamber, though technically the ministers of the Crown are not 
actually elected by it although responsible to it. This point has 
been aptly put by Anson. 'The medireval Parliament: he 
says, • wanted to be able to elect for the Crown the minister of 
its choice. The modem Parliament is content with the power 
of making it impossible for the Crown to employ others than 
those whom Parliament favours for the time.' Ministers are, 
so to speak, confirmed in their appointments by the suppori 

cpo of the House, but they cannot hold them after that support 
idem. is withdrawn. This still remains true, but with certain 
ii.1. xxiii. important modifications under modem conditions, in that 
Gov. of be f P li t h bee .. . d Eng. mem rs 0 ar amen . ave orne m mcreasmg egree 
pP.J~I-3 delegates of their constituents rather than representatives; 

and therefore their electoral powers, though as strong as 
ever, are exercised normally in strict accordance with their 
pledges to the constituencies-that is to say, in favour of the 
authorised leaders of the party. 

Not only has there been a tendency since 1832 to shift 
Idem. 54 the centre and force of the state from Parliament to the cabinet, 

but also, as Low points out, to render the latter amenable to 
the control of the cQnstituent bodies themselves rather than to 
that of their elected representatives. The latter control the 
cabinet, but such control is strictly limited in practice to the 
lines approved by their _constituents, or, to be more accurate, 

Cpo by the caucus, the party managers, the political association, 
idem, 84 under whose regis -their election took place. Control under 

such conditions can frequently be but little more than nominal. 
Idem, 81 It has, indeed, been stated that the House of Commons no 

longer controls the executive, but that on the contrary the 
executive controls the House of Commons, for it is very 
difficlilt to bring a government to account for anything done 
in its ministerial work, the real check upon a gross or salient 
misuse of ministerial power being the salutary fear of public 
opinion: In so far, however. as the House of Commons~has 
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a potential power over the government it controls the policy 
in general, and by its criticism of proposals it controls it in 
detail; but the actual control of the House as abody over the 
cabinet is modified to a very large extent by the system of 
party government under which the government of the day 
can in practice carry through any proposal it wishes and which 
is not of sufficient importance to provoke a revolt among its 
own supporters. ' The most dangerous of all sinister interests B3.gehot, 
is that of the executive government, because it is the most Eng. 
powerful. It is perfectly possible that the cabinet, being cO~~08"': 

rful · th Co . fli' Pi? very powe m emmons, may m ct mmor measures log 
on the nation, which the nation did not like~ but which it 
did not understand enough to forbid.' 

The ties of party are undoubtedly one of the most serious 
of the restrictions which are placed upon the control of the 
House of Commons· over finance. In theory there may be 
no restriction since the House is all powerful, but in practice 

.the government possesses a most powerful weapon for en-
forcing its will-the threat to dissolve. So long as the party Cpo 
system lasts this must remain an inherent disability insepar- ~y., 
able from it. But while on the one hand such cases may Hi~.~· 
from time tQ time occur in which the House of Commons i. 316 

waives its right of control by accepting a policy of which the G:>v. of 
majority of its members may as individuals disapp;rove, on Eng.,pp 
the other the cases are probably far more frequent in which it IIO-II2 

brings pressure to bear and causes the government to adopt a 
policy which it did ·not initiate and would not have formulated 
but for that pressure. It is, moreover, only by this means 
that the Hou~e can secure that proposals for new or increased 
expenditure are brought before it; for under constitutional Cpo . 
practice no member other than a minister is permitted to ~e~l~h, 
propose grants which have not been demanded by the Crown. iii:~23'& 
In the region of finance the initiative must be taken by the 142 

government. The House of Commons cannot propose to May, 
spend more than is asked for, nor, generally speaking; can a Pa.rI. 

. b d . b' . t Pra.c. motIon e ma e to unpose a tax except y a mmlS er, nor can PP.564-5 
the amount of a tax proposed be augmented or any alteration .. . 
made in the area of imposition. This important constitutional 
rule is a restriction on the supreme control of the House of 
Commons; but it is restriction against increase, not against 
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economy. • It has, 'no doubt, been felt,' Mill observes, • that' 
moderation as to the amount (of supply), and care and judg
ment in the detail of its application, can only be expected 
when the executive government, through whose hands it 
. is to pass, is made responsible for the plans and calculations 
011 which the disbursements are grounded.' 

The sovereign, as the executive power, is charged with all 
payments for the public service, and " .. ith the management of 
all revenues. The sovereign, however, is the executive only 
in theory. The Prime Minister is in fact the principal execu
tive of the British constitution, 'the uncrowned temporary 
regent,' and 011 his advice the sovereign notifies the House 
of Commons of the requirements of the public service and 
demands the necessary supplies: The Commons grant or 
reduce the demands, but cannot increase them. Their con
sent is all that is asked for. As Bagehot points out, • the prin
cipal peculiarity of the House of Commons in financial affairs 
is nowadays not a special privilege, but an exceptional dis-_ 
ability. On common subjects any member can propose any
thing, but not on money. The minister alone can propose 
to tax the people.' This principle, though based on the 
medireval prerogative of the Crown to tax the people, is now a 
valuable rule of the constitution, though the actual conditions 
under which it originated have changed. A relic of former 
times, it has survived as a rule of procedure to serve a new 
and yaluable purpose. 'Such a rule is the great safeguard 
of the taxpayer against the casual benevolence of a House 
wrought upon by the eloquence of a private member; against 
a scramble for public money among unscrupulous politicians 
bidding against one another for the favour of a democracy.' 
'The House of Commons, now that it is the true sovereign 
and appoints the real executive, has long ceased to be the 
checking, sparing, economical body it once was. It now is 
more apt to spend money than the minister of the day. If you 
want to raise a cheer in the House of Commons make a general 
ranegyric on economy; if you want to invite a sure defeat. 
propose a particular saving.' Everybody desires economy 
in the abstract, and everyone is prepared to recommend one 
special increase of expenditure, at the least, in a directIon 
which appears to him to be useful. Further,it must be remem-
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bered that·the man who wants to spend more on a particular 
thing-that is to say, the man who is urging a concrete case
will, in general, obtain his way rather than the man who wants 
to spend less on things in general, and who does not put for
ward definite items for reduction. In other words, ab3tract 
proposals for economy will give way to concrete proposals for 
increased expenditure. 'The economical critics denounce in 
globo, but whenever any question of particular claims comes 
up they are always absent.' Amendments proposed to'reduce 
the estimates are in reality, in most cases, merely pegs on 
which to hang criticism of policy or the means of airing a 
grievance, the remedying of which would have the effect of 
increasing the grant, and, moreover, they are put forward by 
those who are not responsible for finding the money; 'Honour
able members who press the government hard to increase 
expenditure fight just as hard against taxes impQsed in 
order to meet that expenditure.' It is dangerous to give the 
expenditure of money to individuals or bodies who have no 
responsibility for raising it. Such a precaution, therefore, as 

, this rule of the constitution provides, is most necessary, and 
particularly so since there are no checks upon the liberality 
of the Commons, but such as they impose upon themselves.1 

Whatever the 9rawbac~s of the French system, whereby 
the Budget Committee examines the estimates, it does not 
possess this inherent evil; for it at the same time accepts 
responsibility for finding the ways and means for meeting the 
estimates. Hence a double and more serious responsibility is 
placed upon its shoulders. If there were no such restrictions 
as the English constitution provides against the proposal of 
increased grants, the House of Commons would find itself 
committed to expenditure for which the government had 
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made and wished to make no provision. This ancient con- May, 
stitutional maxim is now definitely legislated for by Standing Pa.rl. 

Orders 66. and 70, which direct that every motion which in ;~~~8 
any way.creates a charge upon the public revenue, or upon the & 564 

1 By the resolution of II Dec. 1706, declared a standing order on II June IS C.J .• n 
1713, to the effect that it will ' receive no petition for any sum of money re- I7 C.J. ~I7 
lating to public service but what is recommended from ~he Crown,' the House Hatsell, 
formally recorded the imposition upon itself of this restraint '"in the exercise p. I94 
of that most valuable and important privilege, the sole right of granting away 
the money of its fellow subjects.' 
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revenues 'of India, must receive the recommendation of the 
Crown before it can be entertained by the House. The con
sideration must then be adjourned to a future day and referred 
to a committee of the whole House. This rule operates most 
beneficially in reducing the tendency to spend, which is so 
characteristic of the people's House under its present democ
ratised condition; for the government which has to propose 
the expenditure, whether willingly or unwillingly, has like
wise to find the money. To meet the bill it must undertake 
the disagreeable task of proposing additional taxation. Con
sequently it has the strongest motive for resisting proposals 
for extra expenditure. 'A stronger check on the natural 
tendency towards increased expenditure could hardly be de
vised.' It is, moreover, only reasonable that the responsibility 
for executive action should be accompanied by responsibility 
for financial proposals. 'All action costs money; all policy 
depends on money; and it is in adjusting the relative goodness 
of action and policies that the executive is employed.' It is 
by means of the introduction of ministers into Parliament 
that their respons~bility for every act of government is prac- . 
tically exemplified and enforced. 

Of all the restrictions on effective parliamentary control 
which are imposed by parliamentary practice and procedure 
perhaps the greatest is the lack of time for due deliberation. 
It is by means of questions and discussions that the House 
of Commons criticises and controls the action of the executive. 
Discussion, criticism, and debate are the life blood of 
democratic government. In the sphere of finance particularly, 
vigorous controversial discussion of the estimates should be 
one of the most powerful· influences in keeping down 
expenditure. 'The method by which expenses and taxes 
are voted will often account for good or bad working of a 
particular system, since the checks imposed on government 
action may either be insufficient or too severe, as, on the 
other hand, the legislature may be too careless or unduly 
active in regulating financial matters.' The cause from 
which such supineness or excess intervention arise is material 
only in so far as there is 'any possibility of removing it, 
or as the House of Commons may be willing to re
move it. 
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One of the essential features-of the system of parliamentary Bagehot 
government is that every stage of legislation is-theoretically, Eng. 
at any rate-accompanied by discussion. Criticism both ?m., 
provides the executive with information· as to the drift of IX. 

public opinion and acts as an important safeguard against 
unwise proposals. It brings to light all sides of a question. cpo 
Liberty of speech in the House of Commons is a priVilege ~ay, 
which has from earliest times been jealously guarded, and P:~~., 
in former days provided many conflicts between Parliament p. 96 

and the Crown. 'Discussions in the English Parliament: ·State 
wrote Henry VIII, 'are free and unrestricted; the Crown Papers. 
has no power to limit their debates or to control the votes of iii. 36I 

the members. They determine everything for· themselves 
as the interests of the commonwealth require.' The right 
has been long established and would never be now disputed, May, 
though a claim to its continuance is still made by the Speaker ParI. 

at the commencement· of every Parliament. The privilege ~~~c59 
was finally confirmed by the 9th Article of the Bill of Rights 99 ' 

which enacted' that the freedom of speech and debates on 
proceedings in Parliament ought not to be impeached or 
questioned in any court or place out of Parliament.' Freedom 
of speech, to be fully effective, demands as a corollary freedom 
of reporting. Publicity is one of the most important instru-
ments of parliamentary government. 'Parliament under a May, 
free representation has become as sensitive to public opinion C~nst. 
as a barometer to atmospheric pressure.' Freedom of dis- ~l~tj' 
cussion is important, therefore, not only as a safeguard of the Cpo 
privileges of the House, but also as a reflex of the voice of the Anson, 
people, while nothing tends more to liberty and good government ~on., 
than the unfettered liberty of reporting. So far as external 1. I57-9 

influences affect it the right of free speech is absolute, but 
the practice of the right is very materially circumscribed by 
the limited time at the disposal of the House under modem 
conditions. The mass of work which the modem House of 
Commons has to get through is so great that it has been 
compelled to approve of modifications of its Rules of Pro-
cedure in many ways, with a view to facilitate progress. The Cpo .. 
claims of .the private member have had to .be subordinated ~~~~~~: 
to the claims of the government: not only m the matter of i. 206 &: 
allowing the government more time for public measures at the 2II 
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expense of private bills, which do not so much affect the 
consideration of parliamentary control, but also in limiting 
the discussion on public bills. In the region of finance there 
are special disabilities in this respect. for provision for the 
public services must be made every year before certain dates. 

The evolution of the cabinet from a position external to 
and independent of the House of Commons to one of political 
fusion with that House was necessarily accompanied by an 
assignment to it of a greater influence in the management of 
parliamentary business. The first visible signs of this appeared 
in I8II when it became the custom to reserve one or two days 
in the week for government business. government orders 
of the day being given precedence. The difficulty of securing 
for the government sufficient time to enable it to exercise 
its proper functions of governing continued to increase during 
the last century, and many expedients were tried with a view 
to facilitating business. while at the same time minimising 
the loss of control. It was not until I879 that a satisfactory 
solution was reached .. In that year the House of Commons 
adopted a resolution I that whenever a Committee of Supply 
or the Committee of Ways and :Means stands as the first order 
of the day on a Monday, Mr. Speaker shall leave the Chair 
without putting any question.' This, however, was subject to 
a proviso that amendments might be moved on questions raised 
on first going into supply on the army, navy, and civil service 
estimates respectively, such amendments or questions being 
relevant to the estimates proposed to be taken. The resolution 
was renewed in I882 with an extension making it applicable 
to all days on which Committee of Supply stands as an order 
of the day, and is now embodied as a standing order. This 
order refers, however, orily to ordinary estimates and not to 
supplementary estimates or to votes on account. It has 
therefore now become a settled principle, and an inevitable 
principle, in view of the changed relations between the govern
ment and the House of Commons, that the day's programme 
shall be fixed in favour of the former, and that the free initia
tive of members should be correspondingly restricted. Such 
compromises have been admitted as are possible without 
unduly hampering the government in the securing that the 
House iS,able to perform one of its first functions-the voting 
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of supplie~and these compromises represent the extent to 
which private members have been able to secure their privileges 
in this respect. The change was necessary in the interests 
of public business, but it is doubtful whether the restriction 
of debate which it has entailed has had any serious effect in 
timiting parliamentary control in a financial sense. 

Scope of Debate in Committee of Supply 

It now remains to consider the extent to which the dis
cussion in commi1;fee of the whole House affects that control. 

The ordinary function of a Committee of Supply is deliber- May, 
ation and not inquiry; and though in' former days inquiries Pad. 

were at times entrusted to committees of the whole House, and :~~~; 
witnesses examined at the Bar, the practice has long fallen 
into desuetude as being impracticable. The House is there-
fore dependent for explanation and defence of the estimates 
on the responsible minister and the parliamentary head of 
the department; but if it is desired to grapple with ultimate C-.N.E., 
facts as they stand, it is necessary to obtain them from th~ vol. ii. 
executive witness under examination before a select committee Ev.8()-7 
rather than from the representative of the department, how-
ever well informed. A close and consecutive examination 
of the officials who have first-hand" knowledge of the details 
is therefore not within reach of the ~ommittee of Supply, 
and, if it were otherwise, neither would the time be available 
nor could such an examination "be satisfactorily carried out 
by a tribunal of that nature. Further,' the House of Commons 
should not waste its time in going into small details. It C.N.E. 
would be a misuse of its powers. It is upon larger lines of Ev. 51 3 
policy that the control of the House is most felt.' 

Moreover, the discussions in Committee of Supply are" 
necessarily of a partisan nature, the estimates being used in C.N.E. 
practice mainly to provide a series of convenient and useful Rep. 
opportunities for the debating of policy and administration, 
rather than to the criticism and review of financial method Est. Pro. 
and of details of expenditure. They more often affect the Ev.2.75 
general policy of a vote than the details of the items; they eYe 665 

touch the conduct of the minister connected with the vote 
rather than the financial aspect. In Committee of Supply 
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finance is .never criticised; 'the one subject which is never 
dealt with is the question of whether or not the financial ex-

5 s. xxii. dit . Th' . d 2120 pen ure IS a proper one. e comrruttee IS use by all sections 
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of the House, primarily, as an opportunity for diScussing the 
policy of the government in respect to the subject matter 
of the department which is being paid for.' As long as the 
House only has this opportunity for such criticism so long will 
it continue to use it for that purpose. It has not, it has been 
stated, within living memory exercised any control over ex
penditure in the sense of directors exercising control over 
expenditure in business, though such a simile is perhaps not 
quite apt, for Parliament is not an administering body, and the 

. control, such as is exercised by directors, is rather the function 
of the departmental authorities. The control of Parliament 
Inight more appropriately be compared to that of the share
holders of a company as exercised upon the directors, and it is, 
perhaps; usually exercised to the same extent. 

But even if the members of the House generally were 
Gov. of disposed to discuss the estimates from the financial point of 
Eng., 91 view, there would be special reasons why their criticism would 

in the main be ineffective. . The details are often highly tech
nical, and most meinbers are ignorant of the complicated ques
tions which arise in connection with the financial and depart
mental mellsures presented to them. Such an objection i>, 

Redlich. 
H.ofC., 
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however, purely acadeInic, so long as the conditions' rem3.in as 
at present, whereunder the estimates are mainly' the battle
field where the great parties champion their respective causes, 
not only with reference to econoInic consideration, but also on 
grounds affecting the national policy as a whole.' The in
evitable result is that few, if any, questions are settled on their . 
financial merits. The actual effect is, indeed, to urge increased, 
not decreased, expenditure on the part of individual members; 
while proposals for decreases from the opposition are in effect 
motions hostile to the government and are resisted on party 
grounds by the supporters of the government irrespective, 
usually, of financial considerations. But while the House 
supports the principle of party loyalty, it at the same time fully 
recognises the disability under which it is placed in consequence, 

Est. Pro. so far as financial control is concerned, and it is admitted that 
Ev.273 the present mode of voting in Committee of Supply does not 
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secure an effective financial supervision by the House 01 Com-
mons over expenditure. 'No proper discussion-much less w.o. 
revision~f the estimates, qua estimates, at present takes Org .• 
place in Parliament at all. General questions of policy are ~~~. IV. 
raised, small grievances are ventilated, and th~ actions of 
ministers and officials are impugned; but a serious attempt to 
overhaul the estimates on financial grounds would be treated as 
a matter of confidence by the government, and would be ill 
received by a House largely consisting ot members eager to 
disburden themselves of ideas with which the subject of finance 
has but a remote connection.' 

But though discussion of the estimates on these lines may 
not be in any true sense a financial criticism of the figures 
presented, it may indirectly raise many points of minor policy 
or administration, and provide a guide as to the general views 
of the House of Commons. Since no protest or expression 
of opinion is necessarily fruitless,· even if. from force of cir
cumstances it must be ineffectual for the moment, the influence 
upon economy of discussions by the Committee of Supply 
cannot be judged altogether by the actual and immediate 
result. The number of reductions made may be, and is, small ; 
and indeed they must be, so long as the estimates are regarded 
by the government as a capital measure, but the indirect 
influence may be important. If the government sees that the Est. Pro. 
House is unfavourable to a particular line of expenditure, EV·435 
without bringing about a reduction in the vote of that year, & 738 

its future policy would be modified to meet the objections. 
So, too, the Treasury admits that the indications of opinion 
which are evoked in Committee of Supply are of service in Idem, 
subsequent years in its dealings with departments which are EV·599 
asking for excessive expenditure. These views were endorsed 
by the Committee on Estimates Procedure, which was of opinion Idem, 
that though the actual reductions of votes by the Committee R.. p.iii. 
of Supply were apparently slight in proportion to the amount 
of parliamentary time occupied in the consideration of the 
estimates, yet they by no· means represented the full econ<r 
mical effect of the examination to which the votes were sub-
jected, and that the discussion had a considerable effect in 
preventing increase of expenditure. 

The principal object of financial criticism is the prevention 
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of waste. ,When this criticism is direct.ed, to the completed 
C.N.E. accounts only;lts effect is mainly moral. The expectation .of 
Ev. Il9I, criticism of the expenditure tends to moderate the enthu~ 

siasm' of those spending the money and: makes th~m more 
_ careful.· It guards against similar waste in future, but it can 

have little,effect, if any, on reducing the 'expenditure already 
Idem, incurred.' The Hou~e of Commons is always ready' to and 
Ev:. II89' must almost inevitably accept the accomplished fact. Whether 

it does so by,admitting the expenditure as a loss or as a legiti-

C.N.E.; 
vol. ii., 
EV·.41-2 

mate' charge against a vote, the result, so far as the public 
purs~ . is concerned, is the same. Still less, if the expenditure 
is strictly in accordance with the provision made by Parliament, 
can Parliament have any grounds for not accepting it, how:- . 
ever wasteful it may have been. All large questions of economy 
are not questions of audit, but of policy. Criticism antecedent 
to the expenditure offers the only hope of modifying that 
policy, with a view to reducing the expenditure., Experience 

• has shown that this criticism cannot be made by Committee of 
. SuPWy to any, useful purpose, and vario.us expedients have. 

been suggested from time to time for, overcoming it. 
The difficulty of securing any effective ,exanunation ,by 

the House itself had 'been solved, so Jar. as the completed ex
penditure was ,concerned, by relegating the duty. of inquiry 
to the PUblic Accounts Committee, whose work on the audited 
aCCounts has great influence indirectly on future estimates~ 
The House of Commons, however, was not satisfied with its 
direct control riv~i the estimates, and accordingly in 19:[2, for, 
the first time.in its 1!istory, appointed a Standing Committee 
on Estimates to, inquire on its behalf into the' estimates on 
the same lines as the Public Accounts Committee inquires into 
the audited ~ ~<;counts. The consideration of the work and 
effect .. of these two committees will be dealt with in the following 
chapter. 

Mention has already been made of the. legal necessity of 
making sufficient grants before 1st April in each year to enable 

_ the services to-be carried on. Thus a time limit is necessarily 
placed on the discussions on. the estimates when first intro
duced. The grants made befor:e 1st April are; however, usually 
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less than a third- of the total requirements. The discussion 
on the remainder, though spread over four months; is also 
restricted by time,; for the rules of procedure now defiriitely 
limit the number of days allotted to supply to twenty,- ex-
cluding supplementary estimates and votes of credit, and 
these are so arranged as to come to an end before 5th August. ParI. 
This rule was adopted on 27th February; I8g6. Under such Deb"J.s, 
circumstances -'the discussion must in its nature be eclectic XXXVII. 

and incomplete. Of the large number of votes of which the 1344 

estimates are composed only a comparatively' few come in ~.N.E. 8 
for any consideration whatever, and of those few scarcely V.I02 

any receive adequate consideration. So long as the time 
allotted to supply was unlimited it was possible to extort 
concessions as the price of acquiescence, because the govern-
ment was under the necessity of obtaining all the votes before 
the end of the session. Now, however, the government obtains 
its votes automatically through the fall of the guillotine. ParI. 
The sessional order limits the number of days for supply,and D~!>. 4 s. 
therefore it is immaterial to the government whether the CVll. 99 

debate on any particular' vote is prolonged. It can o,ruy be 
so prolonged at the expense of other votes. Prior to Ig02 the 
guillotine oruy fell on a 'single vote at a time; but now it 
falls upon a whole class. The government knows that it 
musf get all the remaining votes on a fixed day, whether 
discussed or not, and that the House will have no option 1:>ut -, 
to accept or·reject them as a whole. 'Nothing can be better Gov. of 
inform than. the separation between the fUnctions of the Eng., 
Committee of Ways and Means and "those of the' Committee p. go 
of Supply, or the manner in which the estimates are brought Cpo 
in, presented, and discussed. But, in practice, the control Bowle~, 
of the House is largely inoperative: first, because of the fx~4~m. 
feverish scuffle against time, which forbids deliberate or pro- pp. 12'

longed examination of detail; and secondly, because a serious 13 
attempt to refuse a vote, or alter an item in an account, can 
usually be foiled by setting the party machinery to work.' 
It cannot be denied that the system, however .necessary it 
may be to enable Parliament to get through its work, is a 
serious restriction on the control which the House of Commons 
can exercise over the proposals of the government. 
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The "proportionately increased power of the government 
is acquiesced in by the House-not alone on the grounds of 
unavoidable necessity, however. Apart from the question 
of party loyalty there is, under modem conditions, a consider
able predisposition to place confidence in the proposals 

C.N.E. of the government and of departments. The spirit of mis
Ev. I030 trust, which was a characteristic of the House of Commons 

in former days, when the power of the Crown was an active 
force, and even later after the constitutional doctrine of 
~sterial responsibility had been established, has vanished 

C.P.M. 
1851. 
ApP·3. 
pp·S62-3 

with the occasion of its cause. 50 recently as I8S7 the Comp
troller General of the Exchequer wrote: • It is constitutional 
jealousy, and not confidence, upon which our institutions are 
founded, . and on which the safety of the liberties of England 
depend. Parliamentary control proceeds upon the principle 
of parliamentary jealousy. The necessity of parliamentary 
vigilance, jealousy, and even suspicion, is one of the least 
controverted, and most elementary constitutional truths.' 

C.N.E. EstimateS were then examined on the assumption that the 
Ev. 1632 Crown would probably be asking for more than it ought to 

have, and consequently the House of Commons -devoted its 
-attention to restricting the operations of the executive and 
criticising the proposals for expenditure. With the dis
appearance of this mistrust this effect of it has also been 
seriously curtailed. The close scrutiny and close questioning 
which resulted from the determination to uphold the rights 
of Parliament against the Crown and the Treasury" ceased 

Redlich. 
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to be beneficially exercised as a check on the expenditure 
when the rights had become established. Mistrust has been 
replaced by confidence, and simultaneously the hands of 
the government are rendered more free in proportion to the 
extent of the withdrawal of the salutary check of criticism. 
The interdependence of the relations between the modern 
House of Commons and the government has conduced to 
a more ready and unquestioning acceptance of the proposals 
of the latter with a proportionate decrease of control by the 
former. I So far from opposing the demands of the Crown 
the Commons have rather laid themselves open to the charge 
of too facile an acquiescence in a constantly increasing ex
penditure.' Although this state of affairs is an inevitable 
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result of constitutional growth, the extent of its development 
is due to the House of Commons itself. If the House has the 
proper spirit it has the power to mitigate the disability of 
loss of control, though not to remove it, by treating the esti-
mates more as financial measures, for the economy of which 
it is answerable to the nation, thus making it its bu!;iness to 
get through them in their due precedence, and to examine 
them with adequate but not excessive time. At the best it 
cannot do much in this direction with the limited time at 
its disposal, but the tendency in Committee of Supply is scarcely 

C.N.E. 
Ev. I068 

to discuss them at all under this aspect. In the abstract and cpo 
.in theory the House of Commons is in favour of economy, butA. & N. 
in practice members, both as a body and still more as indi- Est. 
viduals, are rather disposed to use their influence with the ~v~·' 
government to increase than to decrease expenditure. The 1231 -5. 
opportunity is seized upon to air grievances and to-criticise the 1268-73 

government rather than to deliberate seriously on the estimates ~~··~67 
from the financial point of view. • The mass of speeches made R.C. Civ. 
in supply are speeches made on behalf of those who have griev- Estab., 
ances, their friends, or constituents, or those with whom they 2 R. Ev. 
work or in whom they are particularly interested. Everybody I744

2
-3 

wants more, and apparently no one in the House is sufficiently 
informed upon the particular point or has' sufficient courage 
to get up and denounce these applications and to defend the 
public purse.' It is in fact a characteristic feature-a change 

Idem, 
of tone-<>f the House of Commons nowadays to view questions EV.I730 

of expenditure with greater leniency. This is the policy of 
the House, and such a policy is a reflection of the general ~~.~~. 
tendency of the national life induced by prosperous times. 685 
The absence of a spirit of economy in the domestic affairs C.N.E. 
of the nation is apt to encourage a similar atmosphere when Ev. 
dealing with the public purse, and when this is so in the House 25

22
-4 

of Commons the same atmosphere spreads to the spending g~~!!~Y, 
departments, who will take their lead from the tone of the Hist., . 
House. It was the general prevalence of this feeling which· iii. 420 

was a constant source of anxiety to Gladstone. • Together Hans. 3S • 

with the so-called increase of expenditure,' he said, • there clxx. 203 
grows up what may be termed a spirit of expenditure, a desire, Life 
a tendency prevailing in the country, which-insensibly and of Glad-stone, 
unconsciously perhaps, but really-affects the spirit of the ii. 62 
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people, the spirit of Parliament, the spirit of the public depart
ments, and perhaps even the spirit of those whose duty it is 
to submit the estimates to Parliament: 

One result of this policy is that the Treasury can depend 
less upon the support of the House of Commons in enforcing 
economy. Formerly the inquiry and debates in the House 
of CommoI).s rather strengthened the hands of the Treasury, 
but of later years the tendency of debates has been rather 
to weaken the hands of the Treasury by the demands' made 
for more liberal treatment and increased expenditure. In a 
word, the more powerful the House of Commons becomes 
the more it increases expenditure, and the Treasury, though 
powerful in theory, is weakened by the knowledge that it 
has not public opinion at its back.' The executive govern
ment is more concerned to keep down the estimates than the 
House of Commons in Committee of Supply. The latter 
operates not so much as a corporate body as a mass of in
dividuals, or of groups, each of whom is interested in obtaining 

Bast- concessions at the cost of increased expenditure. 'Prudent 
~b~eF' expenditure, productive and, equitable taxation, and due 
v~. ii/~" equilibrium between income and outlay will only be found 

where responsibility is enforced by the public opinion of an 
active and enlightened community.' So long as the pressure 
of public opinion on the House of Commons is in the direction 
of increased expenditure in the interests 'of communities, 
classes, or individuals, so long will the weight of opinion in the 
House, as voiced by its members as representatives of con
stituencies, operate against economy. Members of Parlia
ment in their corporate capacity may be economical, but as 
delegates the tendency is in the opposite direction. For the 
loss of control from this cause the House of Commons itself 
eannot be held blameless. 

On the one hand, then, the opportunities of the House of 
Commons for control by criticism and debate have been 
seriously curtailed, but on the other the loss of control is 
more theoretical than real from the financial aspect, since 
the opportunities which have been taken away were seldom 
utilised for serious financial criticism. The compensating 
factors which have been provided in the Public Accounts 
Committee and the Estimates Committee are a far more 
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efficient means of securing control from the fact that their 
work is directed s"lely to financial criticism and investi
gation to an extent and in a manner which would be 
impossible to the House itself however unlimited might be its 
time. . 

The House of Commons still remains the final arbiter. 
It has unlimited power to investigate and control, but it 
wisely delegates to others the duties of detailed financial 
criticism and of reporting, retaining its power to take action 
thereon. In this manner and respect its real financial control, 
though indirectly exercised, is probably greater than at any 
previous period. 
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CHAPTER II 

THE PARLIAMENTARY STANDING COMMJTTEESl 

I. THE PUBLIC ACCOUNTS COMMITTEE: Origin-Power and Influence 
-Advantages over Committee of Supply as a Body of Scrutiny 
-Functions-The Question of Withholding Information-Inter-
vention in Administration-Examination of Treasury Action
Matters of Financial Order and Principle-General Review. 

II. THE ESTIMATES COMMITTEE: Considerations Leading to the 
Appointment-Difficulties Inherent in an Estimates Com
mitt~e-Appointment of the Committee-Causes of Small 
Results-Lines of Action Adopted-General Review. 

T HOUGH the House of Commons has been described 
as • the greatest inquiring machine and the greatest 
discussing machine which the world has ever known.' 

yet, as explained in the previous chapter, it is neither a suit
able body, nor possesses the time or facilities for examining 
and controlling in detail the purposes or disposal of its grants. 
The recognition of this truth has led to its delegating this 
duty to select committees, which are in a position to discharge 
it more efficiently. while their reports keep the House 
informed as to the result of the investigation and enable it to 
take action thereon, where. action is necessary. 

Such committees have regularly entrusted to them powers 
Which, as a rule, are retained for exercise by the House itself
namely, the right to require the attendance of witnesses and 
the power to send for all documents, papers. and records rele
vant to the matters referred to them, and of insisting upon the 
production of any such papers by witnesses. with the sole 
exception of any papers or documents which the House itself 
could only obtain by the method of an address to the 

1 The term • Standing Committee,' for the two committees here dealt 
with, is incomplete. Thr.ir full description would be Sessional Standing Select 
Committees. Their status differs from the two regular standing committees 
appointed for the consideration of bi11s in that the latter are not select 
committees, but it resembles those two committees in so far as both classes 
are sessional. (Cp. May, Pari. P,ao., pp. 393, 40 5. 597·) 
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Crown. Committees of this nature' have no executive power. Todd. 
They merely report to the House their findings and recom- ~arl. 
mendations. It then becomes the duty of the administration, ii.°;S7 
I to consider these propositions, to subject them in tum to 
careful scrutiny, and to decide, upon their own responsibili-
ties, to what extent and in what way the reforms can be 
carried out.' 

The practice of appointing such select committees or com
missioners is of old standing, though the results achieved in 
former days were comparatively insignificant owing mainly to 
the incomplete and unsatisfactory financial system, and to the 
fact that they were only appointed spasmodically. But even 
in appointing such committees special precautions were taken' 
against inquiries exceeding constitutional limits. While they 
were required to report on the possibilities of economy in the cpo 
expenditure of the departments concerned, they were pre- Ha~5. 35. 

eluded from encroaching on the functions of the executive, ~~;~: 
which is alone responsible for deciding such a point as the & ci. 713 
number of men required for any service to maintain efficiency 
or other matters of policy. 

This limitation necessarily still exists, but the appointment 
in IB62 of a standing committee on the public accounts, sup
plied the necessary link in the chain of parliamentary con
trol so far as the examination of results was concerned and 
• affords facilities for securing more effectually than by Treasury Todd. 
control alone the strict appropriation of public money to the ~arl. 
purposes for which it has been voted.' A similarly appointed ii:o:;'5 
standing committee on the estimates followedin I9I2, complet-
ing the system, in theory at least, by supplying the machinery 
for the regular and continuous examination of the estimates 
on behalf of the House by a committee of its members. 

I. THE PUBLIC ACCOUNTS COMMITTEE 

Origin 

The history of the origin of the Public Accoun1:s Committee 
deserves more than a passing notice, for, as a vital and 
essential feature of our presept financial system, it has largely 
provided the motive. power by which that system· has been 
carried to the position it has now obtained. 
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Howeyer peffect the system of parliamentary control over 
grants, it would be frustrated in practice if the government 
had the means of carrying on the expenditure of state without 
first obtaining the authority of Parliament, that is to say, if 
it had an unrestricted power of issuing the public money. A 
check on the issue is therefore indispensable to give effect to 
the control which it is the design of Parliament to exercise by 
the limitation of its grants. A check of this description was 
secured by Parliament at a comparatively early date by placing 
the power of issue in the exchequer, but the further check of 
seeing that the issues made from the exchequer were properly 
spent was of much later growth. 'There has always been,' 
it was stated in 1865,' a marked contrast between the jealous 
susceptibility displayed by the House of Commons in asserting 
their exclusive right to grant the supplies, and the indifference 
with which they have abandoned the final appropriation of the 
supplies, when granted, to the unch~cked discretion of the 
executive government.' 

, The best security for the faithful appropriation of the 
public money is to be obtained in a correct system of public 
accounts,' but such security is only obtained if the system 
is complete and harmonious. Parliamentary control over 
public expenditure may be said to have begun at the Revolution, 
but not only was the control thus exercised limited in extent, 
but also in degree. In extent, because both the naval and 
military services developed a custom of spending large sums 
without the previous sanction of Parliament on 'extra
ordinaries,' for which a vote, which was little more than a 
formality, was submitted in the following session. In degree, 
because the control was limited to the issues out of the 
exchequer and not extended to the expenditure of the grants 
as a matter of regular-procedure and inherent principle. 

The spasmodic efforts at control which were made at the 
beginning of the eighteenth century, by the appointment 
of commissioners 'to examine, take and state the public 
accounts of the United Kingdom,' were rather an expression 
of the right of the House of Commons to control expenditure 
than a means of making that control effective. The reports 
were useful in bringing abuses to light, but as general reports 
on the public expenditure they were ineffective to cope with 
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the uncontrolled power of the Treasury on the one hand, C.P.M. 

or with the" indifference of Parliament on the other. Thus x:.56,
the control was very imperfect and left a wide latitude to the P:'~4~'
executive government, of which it availed itself freely, and 550 
it has been admitted that 'owing to the confused state in H.C. 
which the public accounts were kept previous to 1800, no 4I2/tI~I6 
accurate view of the public income and expenditure previous !U~:b. 
to that date could be made out.' Prior to 1802, Parliament Inc., 
had rio information beside- that given in the budget speech p. 810 

each year as to how the money was spent, unless returns 
were specially called for, or, as mentioned above; commissioners 
were appointed to report. In that year the commencement 
of the publication of ' finance accounts' was a tentative effort 42 G. III. 
at supplying Parliament with some general idea as to what c. 70 

the expenditure was, and fr?m that time onwards we ~nd f!~.,Pub. 
the House of Commons gropmg for the key to the solution p. SI3 

which should secure its paramount control. Parliament Cpo 
was clearly dissatisfied with the existing system and its results, Bowle~, 
for during the last quarter of the eighteenth and the first half ~at. Fm. 

f h · h . 'f I . d .. In 190 5, o t e nmeteent century It requent y appomte commiSSIOns p. IS 
and select committees. l Many irregularities and defects in 
financial organisation were disclosed, scandals were investigated 
and numerous weak points of the system freely criticised 
and often strongly condemned. But as examinations of 
the accounts they had none of the elements of an audit, and 
at the best were spasmodic efforts lacking in that continuity 
which must be the essence of successful investigation for R. 1865, 
audit purposes. It was declared, indeed, in 186?, that the :!tI;2 
statute book was overburdened with acts relatmg to the 
audit of public accounts, but the objects of such acts were 
administrative rather than parliamentary; they were framed 
rather to furnish the Treasury with the means of main-
taining its legitirnate control over the detailed expenditure 
than to supply the House of Commons with the l;IJ.eans of 
maintaining control over the appropriation of grants. 
The statements of expenditure furnished in the 'finance C.N:E. 

I Instances of such bodies of inquiry are the Commissioners on Public 
Accounts, 1780-1786; Select Committees on Finance, 178~ 1786, 1791, 
1797, and subsequent years; CommissWfilirs of Military Inquiry, 1806; and 
the Select Committee on Public Expenditure, IBu. 

App.13 
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accounts' did not, moreover, give the actual expenditure 
of departments, but merely the issues from the exchequer 
in the form of imprests to the accounting department, though 
an appreciable advance was made in 1822 when for the 
first time balanced annual accounts of the public income 
and expenditure were presented to Parliament. The ap
propriation accounts alone, ho~ever, give the audited ex
penditure. These were declared before, and passed by, the 
Treasury. The authority of the Treasury was unquestioned, 
and there was no procedure for automatically bringing the 
accounts before Parliament. 

Allhough many defects were remedied by these methods 
in connection with the estimates, and in the manner of voting 
them, and in securing a comparatively prompt and effective 
audit, yet the chief defect of all remained unremedied, because 
Parliament did not appreciate the fact that it was a defect 
at all, viz., Its ignorance of the detailed expenditure.1 The 
Treasury possessed the knowledge; but the Treasury owed no 
responsibility to Parliament in respect of it, and consequently 
remained masters 9f the situation. The House of Commons 
was satisfied as to the efficiency of the Appropriation Act, 
and believed that the executive government needed no control 
in order to ensure the due observance of that appropriation. 
The principles of appropr~ation were, in fact, prior to 1830 

I imperfectly understood, and still more imperfectly acted 
on; and Parliament itself, by not insisting on the production 
of accounts of actual expenditure, showing the appropriation 
of the grants, seemed indifferent to a rigid adherence. to the 

. provisions of the Appropriation Act.' It tailed to see that 
its control over the expenditure must be seriously defective 
so long as it remained unaware of the results of the audit 
which it had been at such pains to bring about and improve. 
It remained under the remarkable illusion that parlia
mentary control over expenditure could be effectively secured 

1 In this connection it may, however, be noted that occasional efforts 
were made to secure accounts for special grants; thus the House, on II Nov. 
1675 resolved: That the supply for building the ships shall be made payable 
into the exchequer, and shall be kept separate, distinct, and apart from all 
other monies and shall be appropriated for the building and furnishing of 
ships, and ·that the account for the said supply shall be transmitted to the 
Commons of England in Parliament. 
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by safeguards on the issue of money from the exchequer Bast
without following it further. 'The most admirable provisions able, . 

respecting the preparation and vote of the budget will be ~b:.~§ 
useless, unless there is adequate machinery to secure con- . w. I 

formity to the determinations of the legislature.' The true R. 1865, 

principle of an efficient parliamentary check, is that the govem- App. I, 

- ment should be left free to do whatever it pleases with the par- para. 53 

liamentary grants, but is made responsible for what it does. 
In 1831 a preliminary though isolated step was taken C.N.E. 

towards the solution of the problem. In introducing the App.13 
navy estimates of that year, Sir James Graham stated that Cpo 
in the two preceding years he and Mr. Hume (the member ~8~6M. 
for Middlesex) had often, when in opposition, fought the App: I, 

estimates, but had overlooked one essential point, the-insisting P·519 
upon the means of knowing what was the actual expenditure. 
They 'had too much neglected the details of the estimates Hans., 
in their anxiety to effect a tangible reduction of the general 3 s. ii.95~ 
sums of the votes. Had they not been so much pccupied 
in pointing out savings they would have effected much benefit 
in investigating how far the 'actual expenditure under each 
head squared with each estimate. The only remedy which 
he saw was to lay before the Hou_se annually a balance sheet 
in which would be specifically placed under each head the 
actual expenditure.' As a result the Admiralty was- ordered 
to· present such an -account to the House of Commons annually, 2 & 3 
and thus a precedent was started which laid the foundation W. IV. 
for the act of 1866.1 Though limited in its operations and c. 4

0 

applying to only one branch, the measure is important as 
evidencing the first occasion on which a minister appears to 
have seen the importance of laying before the House a return of 
actual expenditure. Great, however, as this advance was, the 
proposal possessed a serious <iefect, no provision being made for 
requiring the House to pass a judgment on the account. 

To the Select Committee on Public Moneys, appointed 
in 1856, belongs the credit of definitely exposing this defect,-

• Appropriation on similar lines was applied to : 
War Office and Ordnance Office, 1847 (9 & 10 Vic, C. 92). 
Office of Woods and Works, 1851 (14 & 15 Vic. c. 42). 
Revenue depat;tm.ents, 1861 (24 & 25 Vic. c. 93)· 
All supply services, 1867 (29 & 30 Vic. c. 39). 

-Cp, R. 186S. 
ApP.I, 
paras. ,6-'1 
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and suggesting a system for remedying it. It was only grad
ually, h~wever, that the necessary steps were taken to create 
the system which was to give full effect to its recommendations. 
The essential point which was brought out was the necessity 
for constituting a standing committee, without which no 
machinery of control through audited accounts could be 
absolutely effective. A committee for the examination of 
national accounts must be set up, not by statute, but by the 
House of Commons itself, which possesses the supreme control 
in finance. The setting up of a committee by statute would 
entail in theory, if not in practice, intervention in its constitu
tion and procedure by the House of Lords.l This constitu
tional objection is obviated by the appointment under a 
House of Commons standing order of a committee of its own 
members. Such a committee was approved by the. House 
of Commons in 1861, and, as the Standing Committee on 
Public Accounts, was appointed in the following year and 
reappointed at the commencement of every session since, 
under Standing Order 75. In this committee, characterised 
by Gladstone as • an institution well founded on the principles 
of parliamentary government,' is to be found the key to 
the success of the system of accounting now in force. 

Four years later, the passing of the Exchequer and Audit Act 
marked an all-important and essential stage in the working 
out of this system, and provided the improved machinery 
by which the fullest benefit was enabled to be derived from 
the labours of the Public Accounts Committee. The effect 
of the act (much disliked at first, or rather more feared than 
disliked) was to introduce • an obedience to regulation and a 
responsibility such as were not previously known.' It is 
to be observed, however, that the act only provides for the 
presentation of the Comptroller and Auditor General's reports 

1 Such a case did, in fact, occur in 1691. On a bill for appointing 
commissioners to state the public accounts, amendments were made by the 
Lords, inserting the names of four additional commissioners,not being members 
of the House of Commons, though commoners, on the ground that, as the bill 
provided for the accounts being laid before both Houses, the Lords should 
examine them as well as the Commons and should therefore be in a position 
to require the attendance of some of the commissioners, and this they could 
only do if a portion were not members of the lower House. The Commons 

14 C. J. 386' strenuously resisted the amendments, and a lengthy dispute ensued. A 
Il Ilf. similar case occurred in 1703. 
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to Parliament. The important question of their further 
consideration is a matter of House of Commons procedure. 
With a view to securing that permanent provision should be 
made for this essentiallillk in the chain, the Public Accounts 
Committee recommended in 1866,. on the bill being referred 
to it, that' it should be made a standing order of this honour- Sp. R. 
able House that all reports on appropriation and consolidated 1866 

fund accounts, and the treasury minutes prescribed in schedule 
B ofthe bill, be referred to the Committee of Public Accounts.' 
This act, which Lord Morley describes as a monument of the Life of 
zeal and power of Gladstone in the direction of providing a Gtlad-

d 
. . . 5 one, 

good system of economy, an m convertmg the nonunal ii. 61 

control of Parliament into a real control, was, ' in its peculiar 3 R. 
field, an epoch-making statute,' as is shown by the striking 1896,16 

contrast, from the point of view of financial regularity, in -the 
public accounts before and after that date. As evidence of 
this, the Public Actounts Committee in 1896 called attention 
to the comparatively few cases in which excesses had occurred 
on the civil service and revenue votes during the preceding 
nine years, as compared with prior years, but it notes that 
the real improvement in the public accounts cannot be shown 
by mere statistics. Both the auditor's reports and the ex
perience of the committee showed. that there had been also 
, a remarkable diminution of controversy on first principles and Idem 
the disappearance, to a great degree, of impatience of scrutiny.' 

The system thus inaugurated, or, it would be more correct 
to say, gradually built up, has fully justified its promoters 
because it is based on the essential principle that parliamentary 
control depends, not on complicated checks imposed before 
expenditure takes place, but on early audit of the expenditure 
after it has been incurred, and by an examination by Parlia
ment itself of the results of that audit. ' It is a great mistake 
to suppose that security is to be obtained by a multiplicity C.P.M. 
of checks. On the contrary, mistakes and frauds are more t 56, 
likely to occur in proportion as accounts are more complex p~X;OI, 
and difficult to be understood.' Th~ examination of past, ex- C.N.E. 
penditure is the best means of informing the House of Commons EV.1703 
how to criticise future expenditure, and how' to control 
the departments generally. The greater the knowledge the 
more effective the criticism, and the stronger the control. 
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These fundamental truths were clearly set out by Sir William 
Anderson in 1854. After pointing out that no effectual control 
over appropriation could exist at the time of issuing the 
money from the exchequer, and, that the best, if not the only 
Jll~<Lns of· bringing under the control of Parliament the ex
penditure of every department of the state consisted in an 
effective and uniform system of public accounts, and an in
dependent audit of expenditure upon voucliers after payment, 
he said: 'Let the system be based on confidence in the govern
ment, and let the controlling and responsible department of 
the state have full freedom of action; simplify the machinery; 
make the system of public accounts as comprehensive, uni
form, and exact as possible; and extend the control of the 
audit board, not to obstruct the current business of the govern
ment, but to verify the regularity of the whole of their accounts, 
and of their financial proceedings.' 

The reform brought about by' the act of 1866 was of the 
greatest administrative importance. It converted a nominal 
parliamentary control into a real one, for the knowledge that 
irregularity will without fail be brought to light enforces a 
very salutary restraint upon ministers, civil servants, and 
officers alike. 

Power and Influence 

The Public Accounts Committee, designed to guarantee 
financial regularity and audit, exercises great influence over 
the departments; yet it possesses no direct power, other than 
the power to call for documents and to require witnesses to 
attend. Its power is indirect, and lies nominally in the potential 
results of its reports. Actually its power lies in the publicity 
which it is able to give to the questions it investigates, and 
in the moral effect on departments of its criticism. 'The 
effect of criticism on all human beings is to make them morc:, 
careful than they would be without it.' 

No system, however perfect, can be relied on as a practical 
check if there is a declared and persevering effort made to 
evade its provisions and escape from its restraints, but a COIl

sciousness of the existence of a power of interference tends of 
itself to avert the necessity for its exercise. It is perhaps 
this known latent power of the committee, no less than the 
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~ctual occasions of exercise of its functions, which has wielded 
so great an influence over the departments. Its duty, under 
the terms of reference, is to report to the House, and it is the C.N.E. 
business of the TreasUIY to write minutes Jin its reports. Rep., 
Yet, notwithstanding the val~e of such reports, and of the p. v. 
treasury minutes thereon, there is no actual guarantee that Idem, 
they will ever be .discussed by Parliament,· nor indeed do the EV.1020, 

1030 
present rules of procedUIe afford any fitting opportunity 
to the House of regularly discussing any of the matters con
tained in them. Technically, the committee is not guaranteed 
a hearing of its reports in the House of Commons at all, though 
intermittently since 1995 it has been the usual practice to 
allow one day in the year for the purpose; nor is there ·any 
obligation on the part of the Treasury to adopt them, though, 
if it withholds effect from the resolutions of the committee 
based on a point in the Comptroller arid Auditor General's A. Est. 
report, it is still within his power to refer to the matter agaiI~ Com., 
in a subsequent report. In theory, the failUIe to make pro- Ev. 1283 

vision for a discussion of the reports in the House would 
appear to be a weak link in the chain, but in practice no incon
venience results. It would, however, be more in consonance 
with the dignity and the importance of the committee if the 
House of Commons were to insist on a consideration annually, 
as a matter of course, of the reports of the ' proceedings of a Bowles, 
committee which investigates -the whole of the public accounts Nat.Fin. 
of the Empire, which has before it the officials concerned, in 1905. 
and which bases its examination of both accounts and officials p. 13 

upon the very able report of that essential officer of the House 
of Commons, the Comptroller and Auditor General.' The 2 R; 
point was again referred to by the committee in 1916,and a 1916.78 

recommendation made that at least one day a session should be 
set aside by standing order for the consideration of its reports. 

While the TreasUIY is under no obligation to accept the 
reports of the Public Accounts Committee, it is required C.N.E. 
to state, in its minute thereon, the reason for any difference App. 13 

of opinion it may hold. The question is in such cases reserved 
for reconsideration by the committee in the next session. 
If the committee and the Treasury can then come to no agree-
ment the final appeal lies to the House of Commons, which 
should be specifically informed of the disagreement. 'Where R. 1882, 

the action of the Treas~y has been challenged by the report 16 -
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of a Committee on Public Accounts, the attention of the 
House of Commons should be specially directed to the fact 
by those who represent that department, when any vote 
or resolution is under consideration which affects the subject 
upon which the difference of opinion has arisen.' 

3 R. Similarly, in cases of disagreement between the Treasury 
1891, 8 and an accounting department, the point at issue may be left 

to the consideration of the committee to decide as to whether 
a payment may be passed or should be reported to the 
House of Commons for disallowance. 

The admitted influence exercised by the committee and the 
important position it has obtained form therefore a striking 
commentary on the way in which it has performed its work 
during the past half-century, achieving its results in spite 
of the absence of direct powers of enforcing its reports or 

C.N.E. recommendations. It has no power, even after the most 
Ev. 1020 minute examination and on the clearest evidence, to disallow 

any item. It can only call attention to it, and express its 
opinion that it should be disallowed. It has been stated 

Idem, indeed, that nothing has a greater deterrent effect on a depart-
EV.2096 ment than the fear of having to go before the Public Accounts 
Idem, Committee, and that the accounting departments stand more in 
Ev. lol7 awe of this committee than of the House of Commons itself, 
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probably because there is less chance of escaping its close 
scrutiny. The chairman of the committee expressed the 
same opinion to the House. • There is,' he said, • a great 
deal of human nature in the world, and fear is one of the 
greatest helps in keeping men straight. The fear of the 
Public Accounts Committee, and the very searching examina-
tion that takes place there, does a great deal to keep in the 
path of rectitude the members of the civil service.' 

Advantages over Committee oj Supply as a Body oj Scrutiny 

But apart from the actual manner in which the committee 
has established itself as a permanent and vital link in the chain 
of financial control, a committee of this description possesses 
many advantages over the House of Commons in Committee 
of Supply for the purposes of detailed financial scrutiny, and 
is therefore far more effective for economical purpos~ 
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In the first place, its proceedings are usually devoid of party C.N.E. 
feeling; The chairman is by universal practice chosen from EV.IOI1 

the opposition. Members are nominated to serve on it who 
have shown their interest in financial questions, even though, 
.as opponents of the government, they might during the investi-
gations of the committee obtain further facilities for criticising 
its policy. It is recognised that the question of public accounts 
is a national and not a party question, and, as such, investiga-
tion is made in the public interest and from a financial, not a 
political, point of view. Discussions in the House itself on 
financial questions, on the other hand, are apt to follow party 
lines, and the real issue is liable to be obscured. 

Again, such a committee is able to obtain, if necessary, the 
evidence of the executive· officers themselves, of the adminis-
trators, of those who have spent the money. The House of 
Commons, on the other hand,rp.ust rely on the statements of 
ministers who, however well informed, have not tliat direct 
personal knowledge of transactions which is able to be supplied 
by the witnesses before the committee. The examination of the 
latter may suggest lines of research which are able to be fol-
lowed up by the committee in a manner which would not be 
practicable in the House. Further witnesses can be summoned 
or documents called for with facility, thus enabling any point 
to be threshed out more fully and more rapidly than would be 
possible under the more cumbersome methods of parliamentary 
procedure. If necessary, evidence may be taken on oath, but 34 & 35 
in practice this is not adopted by any select committees except Vic.c.83· 
in very special cases. It is certainly true that the House still re- ~al' 
tains the power to send for and examine at the Bar any persons P:~c· .. 
it requires, but such procedure is nowadays limited to the case of pp. 64, 
those whose conduct has been brought before it on a matter of 42 4,43 I 

privilege. The system-of conducting inquiries by a committee of Idem, 
the whole House has long since passed into desuetude. Such a p. 383 
tribunal is ill adapted to that close and consecutive examination 
which is essential when dealing with the public accounts. More-
over, its functions are deliberation and not inquiry. But even 
in its deliberations its powers of close examination and thorough B h 't 
investigation are most limited. 'One of the most helpless exhibi- E~~~ 0 , 

tions,' says Bagehot, ' of helpless ingenuity and wasted mind, is a Con .• 
committee of the whole House on a bill of many clauses, which p. 110 
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eager enemies are trying to spoil and various friends are trying 
to mend.' The practice of laying accounts before Parliament, 
although valuable to individual members and upon particular 
occasions, when the subjects to which they refer are under 
discussion, is of little use as a uniform and reliable check upon 
public departments. The formality of presenting accounts to 
Parliament is in practice valuable only in that it brings them 
to the official cognisance of the House, and enables it to refer 
them for consideration to the select committee for report. In 
regard to economy ana scrutiny the influence of the Public 
Accounts Committee is more regular and efficient than that 
which is or could be exercised by the House of Commons in 
Committee of Supply, of which it has been stated that the 
pre-eminent characteristics are waste of public time and in· 
ability to prevent waste of public money, and its increasing 
value as a check on wasteful expenditure was admitted by the 
Committee on National Expenditure of 1903. 

In yet another respect the committee possesses an important 
advantage over the Hous~ of Commons as a body of scrutiny, 
an advantage which has been intensified in recent times by the 
changes in the rules of procedure, necessitated by the press of 
parliamentary business. Large parts of the estimates are now 
annually withdrawn from discussion in the House of Commons 
by the method of guillotining all votes in supply which are 
outstanding on a gh:en day. Millions are voted undiscussed, 
on the recommendation, theoretically, of the government, but 
actually of the responsible minister. Such estimates have 
undoubtedly been prepared by the department on the lines 
of policy settled by the government and have been approved 
by the Treasury, but the House of Commons itself, which has 
had no voice in their preparation, is debarred by time from 
criticism. No part of the expenditure can, however, be with
drawn from the purview of the Public Accounts Committee by 
any such device. The Committee does actually on the ap
propriation account what the House of Commons does theo
retically on the estimates, and is able to do it more thoroughly 
and to more purpose. For even if it were possible to allow 
a full discussion in Committee of Supply, it would have no 
practical effect so long as the government retained the con
fidence of the House, since the estimates once introduced are 
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considered a capital measure, on the carrying of which. the 
government stakes its existence. Such discussion, moreover, 
would be on proposed expenditure and would naturally lean 
towards the criticism of policy. The Public Accounts Committee, 
on the other hand, deals with the actual ascertained expendi
ture, and is able the more usefully to devote its time to those 
special points which the accomplished fact suggests might 
repay investigation. The fact that this is a post mortem 
examination does not detract from its value. 'The effect 
of financial criticism, like the effect of a financial audit, is the C.N.E. 
prevention of waste. You can never save II).uch by auditing vol.ii. 
an account. All you can do is to prevent the same kind of EV·41-2 

waste going on, and you can exercise such moral check upon 
a man that he will not incur wasteful expenditure: 

Finally, the Public Accounts Committee possesses the great 
advantage of being served regularly and continuously by a 
great publJc department, under the Comptroller and Auditor 
General, who is able by personal attendance at its meetings to C.N.E. 
assist its labours in a manner in which his reports alone could Ev. lol7 
not assist a committee of the whole House. A principal perT 
manent official of the Treasury also attends every meeting. 
The committee is thus able to obtain accurate knowledge 
collected by trained officers. 

The Comptroller and Auditor General has been' described 
as to a large extent the acting hand of the committee. 'He R. 1910, 
guides the Public Accounts Committee in their labours: he EV·554 
detects the points of question, presents them with such in
formation concerning them as he has obtained, and leaves 
the committee to pursue them further, to consider, them and 
to report on them. 'A committee would' probably never be C.N.E. 
able to detect any official extravagances or scandals unless EV.1863 
guided by an official bloodhound who is in their service,' and 
with such powers as the Comptroller and Auditor General 
possesses. To the thorough manner in which he does his work 
the committee is indebted for a large measure of its own useful-
ness. To his views as a parliamentary officer, the committee ·Cp ... R. 
naturally attaches great importance, and would hesitate to 1894,42 

override a strongly expressed opinion on a financial principle, 
while, if he were further supported by the Treasury, the opinion 
would be irresistible. . 
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In short, then, the proceedings of the committee offer a 
-simple and satisfactory method whereby Parliament can, 
through its nominees, more usefully and conveniently sift 
to the bottom any point in the public accounts which calls 
for -attention, than by attempting to undertake the work 
itself in committee of the whole House. 

Function,S 

lt has already been mentioned that the actual powers of 
the Public Accounts Committee are strictly limited, and that 
the influence it possesses is derived from its methods and 
the interpretations which it has placed upon the intentions of 
the House as to its scope and purpose. lt may therefore be 
advisable to .examine more fully what its- functions are and 
how it carries them out. 

lt is appointed for • the examination of accounts showing 
the appropriation of the sums granted by Parliament to meet 
the public expenditure.' Its functions are, however, con
siderably wider than those suggested by the bare terms of 
this reference. The public accounts are already examined for 
the House of Commons under the Exchequer and Audit Act 
by the Comptroller and Auditor General, himself an officer 
of ,the House of Commons, the scope of whose examination 
will be discussed in the following chapter. It is obvious that 
the examination to be undertaken by the Public Accounts 
Committee, also on behalf of the House of Commons, must 
be of a different kind and not merely a duplication or verifica
tion of the Comptroller and Auditor General's work. 

In the first place, in dealing with the purely accounting 
point of view, it necessarily reviews the Comptroller and 
Auditor General's report and investigates any irregularities 
brought to notice in, that report. In this respect its examina
tion amounts to an enlarged revision of that report, supplement
ing it by oral examination both of the accounting officer and 
of other officers concerned in the expenditure. In point of fact 
the committee is primarily guided in its line of investigation 
by the Comptroller and Auditor General's report, as to the 
subjects it selects for consideration, though it is not necessarily 
restricted to the ground covered by that report. 
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The first business which it deals with is the examination 
of the cause of arid justification for expenditure in excess of 
provision, which will necessitate an excess vote. The com
mittee considers that'it is' of great importance that the at
tention of Parliament should be specially directed to all cases 
in which an excess of expenditure has been incurred beyond R. 18n. 
that sanctioned by Parliament. It is, therefore, very desirable 52, 

that the excesses should· be reported- on by the committee 
before they are voted in Committj'!e of Supply, in order that 
attention may then be drawn to any excess involving a question 
of principle, and that the vote for such excess may, if desirable, 
be submitted by itself in Committee of Supply. It is an 
unwritten law and the universal practice that no excess vote 
can be taken without having been previously submitted' to 
this committee. No alternative remains at this stage but to 
recommend that an excess vote be taken; but if it can be shown 
that the probabilities of an excess were known in sufficient 
time for a supplementary estimate to have been put forward, 2 R. 
the department would be severely censured. The known fact 18gl.6 

that the committee, does not deal leniently with excesses, 
exercises the strongest deterrent effect on the departments 
against willingly or knowingly exceeding parliamentary, pro-
vision. Having dealt with any such excesses on the year's 
work, the committee makes its firs~ report to the House, thus 
enabling the excess votes to be taken before the end of the 
financial year following that in which the excess occurred.. 

The committee then proceeds to deal with the accounts 
of the different departments in order and makes reports from 
time to time, either on each department or on the accounts of 
several together according to circtimstances, ,taking generally 
as its line of investigation the Comptroller and Auditor General's 
reports. Whether in dealing with subjects originally suggested 
therein, or in taking a fresh line of its own, the functions of C.N.E.' 
the committee extend, however, beyond the formality of Ev. lol7 
the expenditure to its' wisdom, faithfulness and economy.' . 
It should not only act as a check upon extravagant, irregular, 
or unauthorised expenditure, put also, within limits, upon 
unwise methods of management. 

Apart' from all cases of excesses which the Comptroller 
and Auditor General is under obligation to report to it, and 
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which it. first deals with as mentioned. above, the committee 
also examines those cases of over-issues or irregularities which, 
though not creating an excess on the' vote, are brought to 
notice in the report of the Comptroller and Auditor General. 
After investigation by the examination of witnesses, it is 
able to arrive at a decision as to the course to be adopted. 

It may either :-
(I) Recommend for disallowance, in extreme cases; or, 
(2) Content itself with recording its disapproval of unsatis

factory expenditure; or; 
(3) Recommend for disallowance on technical grounds, 

which will enable a charge to be made later, as for instance 
in the case of a payment irregularly made for stores not 
delivered within the year. 

Technically, the committee cannot itself make a disallow
ance as it has no executive powers. It can merely make a 
recommendation, on which the Treasury or Parliament .will 
act. The usual course is for the Treasury to give adminis
trative effect to recommendations made in the reports of the 
committee by minutes which it passes upon them. In practice, 
a recommendation would be acted on unless the Treasury 
considered that the circumstances justified a reconsideration. 
Disallowances recommended by the committee and enforced 
should only be subsequently removed by the direct action of 
Parliament in the form of a vote or resolution, according to 
the circumstances. 

The committee is, on the other hand, in no way concerned 
with questions of policy in the broader sense. With the policy 
of the method of expenditure it is only concerned jn a limited 
degree. It might, for instance, discuss the propriety of 
expenditure in one way rather than in another, or the propriety 
of the compromise effected by a department, which often 
arises. Even in such cases, however, it will be on debatable 
ground, and the tendency will usually be to restrict rather 
than _ to widen the scope of its enquiries. In all matters 
which are more definitely determined by the settled policy 
of the government, the Public Accounts Committee does 
not attempt any enquiry. It regards it as a rule to be care
fully observed that no expression of opinion should be given 
on points of general policy or on such matters as, e.g., colonial 
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administration. Such matters are beyond the strict province 
of accounts and of audit. An opinion to the same effect 5 R. 
was agreed to in 1909. • The policy under which money 19

0
9. 19 

has been expended in accordance with the decision of Parlia-
ment is not subject to review as a matter of account, and 
as a general rule the account records -of the department do 
not furnish such informatio~ as would enable a correct judg-
ment to be formed upon the economic results of that policy.' 

• Though expenditure must mainly depend on policy, C.N.E. 
and policy must be, and can only be, elaborated and proposed Ev. 103'J 

by the government of the day, and on its proposal accepted 
or rejected by Parliament. nevertheless, in expending the 
money necessary to carry out that policy, there is a large field 
for the vigilance of the House of Commons in combining 
the most efficient with the most economic methods.' For 
between policy, which is the domain of Parliament and the Idem. 
cabinet, and audit strictly interpreted, there is a middle ~3~4-5 
field which may be called merit. VMany things are fairly 
described as necessary expenditure,' but the question whether 
there is extravagance or not is frequently not a question of 
policy at all and would not be covered by audit. The 'chief 
obstacle to discussing merit will generally be found in deter-
mining the question as to the extent to which administration 
is involved. The reasons for the limitation in the functions 
of the committee as regards policy are twofold. In the first 
place a discussion on questions of policy would imply the 
right. whether exercised or not. of approving or disapproving 
of that policy, and- might be set up as such by a department 
in its defence. Any system, however, which would tend to 
relieve ministers of their responsibilities in this respect would 
unduly diminish the control of the executive, and might also 
diminish the carefulness of the department. There would 
consequently be insuperable objections to any attempt on 
the part of the House of Commons to delegate questions of 
policy to a committee. Ministerial responsibility is an under-
lying constitutional maxim. and no intervention between the 
minister and the House of Commons, to which alone he must 
answer, would be consistent with its satisfactory working. 
The amount of the estimates or the amount of any particular C.N.E. 
grant are matters of policy, and it would be entirely outside EV.

10
4
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the scope of the committee to question either, or to investigate 
the grounds on which they were based. This is true generally, 
even when the policy is common knowledge; but it may some
times be the case that items have been inserted in an estimate 
on grounds of policy based on confidential documents. As 
the minister could not be called on to divulge these to the 
House in order to justify his insertion of the items, still less 
could the department be called on to produce them to the 
committee for discussion. 

The form or arrangement of the estimates, on the other 
hand, are recognised as being within the purview of the com
mittee, since this . has a definite and important bearing on 
parliamentary control which it is one of the funCtions of the 
committee to safeguard. - Official alterations are restricted 
to such rearrangements as involve no question of principle. 
The effe~t of changes in form are discussed elsewhere. It 
is only the attitude of the Public Accounts Committee that 
is now Under consideration.- This attitude was clearly defined 
in 1888 and confirmed in 1890. In the former year the com
mittee held that proposals to alter the form of the estimates and 
number ofthe votes should in the first place be laid before the 
House of Commons, so as to enable the House to examine 
them, and, if it should think fit, to refer them to the committee 
before an important change was adopted. It was further 
pointed out that, if changes of form were held to require the 
committee's judgment, it seemed only reasonable that these 
should be submitted to it before being actually adopted. If 
this were not done the usefulness of criticism by the committee 
would be materially lessened; for it must ~ther give what 
can be little more than a formal sanction to the fait accompli 
or else, if approval is withheld and a return to the previous 
arrangement is insisted on, the accounts of that year based 
on the new form of estimate already adopted must always 
remain ~n exception to those of preceding and succeeding 
years. The committee subsequently impressed upon the 
Treasury and the departments the advisability of postponing 
new forms until the House of Commons or the committee 
had been given an opportunity of expressing an opinion upon 
them. 

The Treasury is the department responsible for authorising 
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changes of form, but, except in the case of immaterial changes, 
it should neither authorise a change nor permit one to be 3 R. 
adopted until the committee has had an opportunity of con- :1888. 7 

sidering its effect. On the proposal to change the form of 
the Post Office estimates in I9IO, the Treasury stated that, 
while' entirely approving the proposed alterations, following R. :19II• 

the usual practice with regard to important changes in the App. 3 
form of estimates, they desired to submit the matter to the Cpo also 
Public Accounts Committee before giving the final authority 2 R. 
for the changes proposed.' The line here adopted was the ~9~~. 3 ; 

same as had been taken in I905 on a proposal to amalgamate 1913. 5; 
the three p.ost Office votes, the Treasury forwarding to the 2 R. 
committee a letter from the Postmaster G~neral urging the 1905 

proposal together with a memorandum from the Comptroller 
and Auditor General setting out the advantages of its accept-
ance. On the committee recommending the amalgamation 
, the Treasury approved of it, and gave instructions' for the Idem. 
estimates to be prepared accordingly.· T.M. 

It will be observed that this question, though having a 
direct influence on "the subsequent accounts, is not auto
matically referred to the committee. The recommendation 
is that it should be referred either to the House or the com
mittee. The result is, undoubtedly, the same as reference 
to the House would be followed in all important cases by a 
transfer of the reference to the Public Accounts Committee 
for report. In practice the recommendation is usually for
warded by the Treasury directly to the committee. In 1890 
the changes in form, which had in point of fact been already 
made before being brought to the notice of the committee, 
were reported by it to the House in the Ist report of that year, 
being thus brought before Parliament for the first time. After Hans.3 s. 
being the subject of debate they were referred to the committee cccxH. 

by resolution of the House and were there considered as if ~~~:
the changes had not been made, but had merely been sub- 3 R. 
mitted as a scheme for the future. 1890. 2 

When such a reference is made to the committee it is care-
ful to limit its inquiries strictly to its proper functions' which 1 R. . 
relate to the accounts and to the maintenance of due parlia- 1890, 5 

mentary control over expenditure'; it 'does not desire to 
deal with any questions relating to the voting of the estimates 
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in Committee of Supply. These seem to it to be outside the 
scope of its duties.' This point is again emphasised in the 

3 R. committee's 3rd report in 1890. When the estimates come be-
1890, 1 fore it. as is only the case when changes in form are proposed, 

the committee deals merely with the effect which such changes 
may have on parliamentary control. It undoubtedly wishes 
to make it .clear that it carefully avoids any action which 
may seem to commit it to accepting responsibility for the policy 
involved in the estimates in any way, and abstains from 
any criticism which might be considered as trenching upon 
policy. 

The powers of the committee are, moreover, not only limited 
in respect of the policy on which the original estimates are 
framed, but equally so in regard to changes of policy during 
the year, which may have a very material effect on the ex
penditure as compared . with parliamentary appropriation. 
If excess expenditure is attributed to a change of policy it 
must be accepted; but the committee may rightly make in
quiries as to whether such change of policy could not have 
been foreseen, schemes worked out and decisions given, in 
time to admit of provision being made in the estimates, or, 
failing that, the :matter brought to the notice of Parliament 

I R. in a supplementary estimate, If' by the excuse of " a change 
1906,9 of policy " any department can shake itself clear of parlia

mentary control,' the scrutiny ofthe expenditure of subordinate 
officers, the criticism of errors of estimate, and, in short, 
the work of the Public Accounts Committee, will be to a 
large extent useless.: 

The position taken up by the committee on this point of 
policy is typical of it:; attitude generally of careful abstention 
from the assumption of powers which it does not legitimately 
possess and which it could not correctly utilise. Such limita
tions have the effect of increasing the importance and value 
of its work within its recognised sphere, on which all its efforts 
can be concentrated, and of adding greater weight to its 
decisions. 

The purpose, as distinct from the amount of a grant, is ob
viouslya matter for consideration, because this must be known 
in order that the correct appropriation may be proved. The 
accounts have to be reported on as to whether the money has 
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been applied· to the purpose for which it was provided by 
Parliament. 

Similarly in the case of receipts-which, equally with ex
penditure, have to be examined by the committee:-'--no dis
cussion would be in order as to the policy of. their amount. 
This principle has been definitely admitted in a discussion on 
colonial contributions. • The question of the amount in this R. 1912. 
case is a matter of policy, and notQ~. accounts. It is not, Ev. 2362 

therefore, one for the Public Accounts Committee to discuss.' 
It is for the government to settle, in consultation with the 
colonial authorities; what contribution each colony should 
make towards the Imperial e~penditure. T):le committee, on 
behalf of Parliament, is solely concerned with seeing that that 
contribution, whatever it may be, has been received. Such 
a limitation would obviously not apply to cases in which no 
policy was involved, the determination of the correct amount to 

. be received being rather a matter of business or administration. 
In such cases the committee might justifiably investigate the 
basis of the arrangement on which the department had arrived 
at its estimate, the effect of which might be a receipt of less 
amount than the circumstances justified. The committee 
again brought out this point, as to its limitations, in 1897 when 
discussing the question of the remission of death duties on the 
:English estates of foreign sovereigns. • It is not,' it says· •• called 2 R. 
up~n to formulate an opinion on the question of the propriety, 1897. 17 

in view of international comity, of securing the transfer without 
payment of duty (of the property of the late Emperor of Russia); 
but when such transfer was decided on, whatever steps were 
necessary to make the proceedings regular, and to secure an 
adequate record of them, should have been taken.' The 
criticism is directed not against the. policy, which resulted 
in a reduction of receipts to the exchequer, but against the 
methods by which it was carried out. 

To take another illustration: it was decided in 19I4 to send R. 1915. 
relief to the inhabitants of St. Kilda. Such a matter was solely Ev. 618 

one of policy, and the necessity for it was entirely outside the 
functions of the committee. to discuss; but the authority under 
which such help was given was a matter of accou~t, coming 
within the Comptroller and Auditor General's audit of authority, 
and therefore within the purview of the committee. 
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The second reason for limiting the functions of the com
mittee, where questions of policy are concerned, lies in the fact 
that closely allied to policy, and often inevitably bound up 
with it, is the question of secrecy, which is equally respected 
by the Public Accounts Committee. The reports of the com
mittee, together with the evidence taken, are normally pub
lished in exte.nso, and, consequently, it would not, in the pubUc 
interests, insist on' the production to it of evidence of a 
secret or confidential nature which could not subsequently be 

2 R. published, though an exception has been made during the 
1916, I sessions held in IgI6, certain evidence being taken in camera 

and documents produced confidentially, owing to the con
tinuance of the Wai, 

And finally a further point may be mentioned as to which the 
examination of the committee should be, and necessarily must 
be, limited. The public accounts---especially in connection 
with the' army, navy, and post office, include many classes 

C.N.E. of technical expenditure, over which neither the committee, 
Ev.644- nor Indeed the House of Commons itself, can have any opinion 
6 as to its propriety. The utmost the committee can do is to 

watch such expenditure as closely as possible, and to call upon 
the departmental experts for explanations when such appear 
to be necessary and can be usefully given. Generally speaking, 
however, the responsible officers must be relied on to avoid 
waste, and the committee is prepared to accept their under
takings in this respect. 

The Question of withholding Information 

The range of operations of the committee is necessarily 
dependent in no small measure on the extent to which a depart
ment is justified in withholding information. It may, therefore, 
be convenient at this stage to review the question generally. 

Information in connection with accounts may be required 
e~ther for the purpose of testing the accuracy of the accounts 

Cp.2 R.-that is to say, for the verification of computation, appropria-
1 892 , 28 lion, authorities, and regulations; or with a view to investi

gating th~ propriety of the expenditure; or, finally, information 
may be required not directly' connected with the accounts, 
but relating to the s¥stem. Information under the first head 

{ 
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cannot be withheld by a department. The Comptroller and E. ~ A. 
Auditor General has a statutory right of access to all accounts, Act. 
papers, and documents bearing on the accounts from this point § 28 

of view; and since he is under obligation to report to the House 
of Commons, and his reports are laid before the Public Accounts 
Committee, it follows that this committee may claim a similar 
access. N~r)s it conceivable that a department would wish 
to withhold inforriJ.ation qn this point, nor that it would gain 
by reticence. 

An apparent exception to this right may be thought to be 
the withholding of information as to the manner in which 
sums are spent on secret service or in the case of certain grants 
in aid. The exception is more apparent than real; for in those 
cases the grant is made by Parliament, on the understanding 
that the expenditure is at the discretion of the grantees and 
not subject to audit. The Comptroller and Auditor General's 
duties are therefore limited both as to the audit he himself 
carries out, and also as to the report he is required to make to 
Parliament, to seeing that the grants in bulk have been paid Cpo 
to the proper persons. The withholding of information in such ~~~l~' 
cases is consequently strictly in accordance with the intentions Gov .. 
of Parliament, which grants the money and asks for no account ii.245-6 

as to how it is spent. 
In no other circumstances can information required for 

testing the application of the grants be withheld. It follows, 
therefore, that payments for services of a confidential nature, 28R. 
of which the particulars ought not to be divulged, should be ~.u.' 60, 

charged to the vote for secret service, or, on active service, 
to the vote for field intelligence. In each of . these cases 
no audit takes place, and a certificate is given in lieu to 
the effect that the amount stated to have been spent has 2 R. 
been spent and on the proper objects. This certificate is given 1888,15 

by the responsible minister, in the case of the civil secret 
service vote, and by the general officer commanding in 
the field, in the case of field intelligence, and is accepted 
by the committee as • answering all reasonable parliamentary Idem. 16 

requirements. ' 
When we come to the question of the examination of 

propriety, we are on more debatable ground, and are at once 
confronted with questions of policy and administration, or 
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that still more debatable ground which lies on the border-line 
between audit and administration. In matters of policy-which 
are, generally speaking, the decision of the government-there 
is rarely any inclination to dispute the claim of a department 

C.N.E. before the committee to silence, if it is alleged that pUblication 
Ev. l048 would be prejudicial to the public interest. If a department 

informs the Public Accounts Committee that expenditure, 
although unusual and apparently extravagant, was warranted 
by reasons of high policy which it would not be desirable to 
divulge, the committee would not press the matter further. It 
is probable tnat it is not bound not to do so, except at its own 
discretion; but. the exercise of such a right, with a view to 
obtaining a statement of what the high policy is, would be of 

Cpo 
Redlich, 
H.ofC., 

little or no assistance since it cannot criticise policy itself, nor 
when reporting to the House. The House of Commons itself can 
do so, and technically it can undoubtedly use every means of 
information which may seem needfu1, and claim from a minister 

ii. 39, 41 all information which he possesses on a matter before it. While, 
Todd, 
ParI. 
Gov., 
i. 129; 
ii. IS8 

May, 
Pad. 
Prac., 
p. 2:48 

however, 'it is necessary that Parliament should be informed 
of all matters which are essential to explain or defend the policy 
of. the government, it is equally necessary that a minister 
should be able, upon his own responsibility, to withhold from 
the public such information as he may. judge could not be 
afforded without detriment to the public service.' In practice, 
therefore, questions are never pressed if the minister claims 
the privilege of silence on grounds of public policy. The 
remedy of the House, if it considers that this is being abused, 
lies in a vote of want of confidence. 

Information may also be reasonably withheld for military 
reasons, if disclosure and publication would be detrimental 
to the public service ; and in this description may be included 
not only information relative to policy and operations, but 
also, in certain cases, that relating to administration or organi
sation. In some cases, where questions of secrecy arise for 
reasons other than those of high state policy, the claim of the 
department to silence may be equally effective. It would 
not be called upon to justify administrative action taken for 
the preservation of state secrets. Thus in the contract for 
sale of obsolete battleships, a breaking-up clause is inserted. 
The financial· effect of such a clause is that lower priees are 
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realised by the sale than would otherwise be the case. The Cpo R. 
reason assigned for this clause is the need for secrecy. The com- 1913,Ev. 
mittee accepts this as closing the door to any discussion on the 287t 
advisability of the insertion of the clause. 'As regards secrecy,' ;tl 1 
it says, , nothing more is to be said if that is the admiralty view: E~. ~I:~ 
The committee is entitled to ask about the financial effect -3 
of such a policy, but would not query its advisability. 

This attitude the committee is always careful to maintain; 
A member, inquiring as to the reason why the progress of R. 191 3. 
the manufacture of guns and ammunition was pushed on so Ev. 3102 

fast in I9I2, suggested that it ,might be 'an indiscreet question,' 
the answer to which might properly be withheld. On the 
same footing would be placed questions -as to the army war 
reserves. These are definite reserves of stores and armament 
which the army has to keep. and certifies that it has, but 
what that reserve is practically the War Office alone knows. 
It can be readily understood that its nature and extent are 
subjects which in the national interest should not be dlvulged. 
By arrangement with the War Office, the Comptroller and 
Auditor General sees that the stores, etc., are in existence, and 
a certificate is added annually to the appropriation account 
to the effect that the reserve is complete. but nothing further 
is demanded by the committee. Neither the Public Accounts 
Committee nor the Comptroller and Auditor General could 
criticise the composition of the stock, nor how fast reserves 

R.1910, 

EV·558-
563 

should be provided---questions of secrecy apart--for that is R. 1910, 

essentially a matter of military and government policy which Ev. 1020 

cannot be dealt with on the basis of a certificate in the accounts. 
The Comptroller and Auditor General is merely concerned with 
the schedule of the stores. • 

A somewhat different consideration is involved when a 
department wishes to withhold information on what may be 
termed commercial or ousmess grounds. In acquiring a 
site -or negotiating for the purchase of land, it might be in- I R. 
convenient if the administration had to defend in Parliament 1876 • I) 

in advance proposals for such services as building a factory, 
laying out a torpedo range, or forming a new garrison in one 
locality rather than in another, or others ofa like nature. 
If, for instance, land which the government desired to purchase R. 1913. 
suddenly came on the market, the taking of a supplementary Ev.854 
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estimate jor the purchase might defeat its own object. The 
necessity of having to reply to questions would render the 
negotiations difficult and inevitably raise the purchase price 
for the land required. The reasonableness of withholding in
formation in such circumstances is admitted by tlie committee, 
but with the proviso that the suspension must be only tem
porary; for once the transaction is completed the need for 
secrecy ceaSes. It follows that in such cases the information 
is, as a rule, withheld temporarily from the House of Commons 
only; for when the matter comes before the c9mmittee, arising 
out of an item in the accounts, the need for secrecy will probably 
have passed. The committee will only be concerned in seeing 
that Parliament has been duly informed, and that new items 
of expenditure, which were on these· grounds incurred with 
treasury authority, but without fonnal parliamentary sanction, 
hav~ subsequently received that sanction by being speci
fically brought to the notice of the House of Commons. Con
siderations of a similar nature influenced the committee 
when dealing with the question of the rendering _of accounts 
in respect of -farms a~istered by the Woods and -Forests 
Department. The commissioner contended that the pub
lication of the accounts required would prove extremely 
prejudicial to the administration of the land revenues, and 
the committee, accepting his view, decided not to press the 
demand. 

Apart from reasons of policy and secrecy, a c;lepartment 
may claim to withhold information on the ground that the 
point at issue is one of administration. An essential point of 
difference between. s:uch cases and those previously discussed 
lies in the separate functions of the Public Accounts Comffiittee 
and the Comptroller and Auditor General, for while the former 
may at its discretion discuss adlninistration within certain 
limits,the Comptroller and Auditor General has no statutory 
power to do so. It may be, therefore, justifiable to withhold 
information from the latter which the former is entitled to 
obtain. The point, so far as the Comptroller and Auditor 
General is concerned, will be dealt with more fully when that 
official's functions are more directly under consideration. 



STANDING COMMITTEES I29 

I ntervention in Administration 

Since one of the functions of the committee is to act as 
a check on unwise methods of expenditure, it undoubtedly 
possesses the power, if necessary, to intervene in matters of 
administration and to examine the systems under which the 
departments work. Such intervention, however, is rare,. and 
indeed has been on more than one occasion explicit1Y waived. 4 R. 
In I894 a case was referred to the Public Accounts Committee, 1894. 22 

although • a question of administration rather than one of 
authority: And again, more recently, when a member raised a R. 19II, 

question as to. the methods adopted at a state-aided university, Ev. 140 4 
the chairman said: • YoUr criticism will appear on the notes, -5 
but I think it is rather·a question of administration. I do not 
think it is a matter which comes under our review. The Comp,: 
troller and Auditor General has reported upon the accounts, 
and there are no financial errors: The principle here laid down 
makes it clear that even though the committee may not feel 
satisfied with the administration, and may be of opinion that 
it has involved extravagance or waste of public money, inter-
ference is generally inadvisable. A policy of interference, 
even though capable of effecting a saving here and there, 
would, in the long run, be detrimental to the public service, 
and .result possibly in increased extravagance all round. The 
best way to foster economy in the departments is to interest C.N.E .• 
the departments themselves in economy. The head of the EV·335-

department can much more easily put his finger on the weak 7 
administrative points in the expenditure of his department 
than an outsider who does not know the details of the work. 
The importance. of fostering such a spirit' in the department Life of 
cannot be over-estimated in the national interests, for,as Glad

Burke pointed out, a good system of economy is itself a great ~io~: .. 
revenue. 

, It follows,therefore, that a general control to secure economy C.N.E. 
would be more effective if directed to trying to get good men EV.381 

in the department, who can be relied on to work the depart-
mental system efficiently, rather than to rely on a detailed 
examination of the accounts for the purpose. Questions of 
internal administration -such as alterations in the organisatiOIi 
of a department-are therefore more correctly and wisely left 

K 
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to the decision of the department itself, of which the respon
sible minister alone can be the best judge and for which he 
must answer, if required, directly to the House of Commons. 
Recommendations as to alterations in the reorganisation of a 
department, or as to the administrative steps necessary to 
ensure an efficient system, are beyond the functions of the 
committee,but it is justified in satisfying itself that the organisa
tion is satisfactory. Consequently, while it would not interfere 
with the administration itself it would be justified in calling 
attention to weak points in it, leaving the- department to 
remedy them. It acted in accordance with this policy when 
it, in I9II, • emphasised the necessity of constant revision of 
regUlations, and of seeing that an officer is fplly acquainted 
with the regulations, before he is allowed to undertake the 
responsibility of a post.' Similarly, the committee abstains 
from expressing an opinion as to whether a contractor should 
be struck off"the list, as that is a matter for the decision of the 
responsible minister. Relying on this admltted principle, a 
department may justifiably withhold information on matters 
of administration. It must be understood, however, that this 
exemption does not extend to questions of system, with the 
result of which the committee is concemed, though it may 
sometimes be difficult to draw the line between the two. The 
system of paying and accounting for wages, and the constitu
tion of proper vouchers, are matters on which the committee 
look to the Comptroller and Auditor General to examine and 
report upon. Instances of fraud in the payment ot wages are 
frequent; but from the very nature of the case direct evidence 
of proper payment is all but impossible. Circumstantial 
evidence is the best available, and this consists in a good 
system of payment which renders fraud improbable by reason 
of the number of persons concemed in the preparation of the 
pay-sheet and the subsequent payment. The Public Accounts 
Committee is therefore essentially concemed to satisfy itself 
that the system is satisfactory though the determination of the 
system. is solely a matter of administration which must be 
arranged by the department. Or, to take another instance, 
the methods of stocktaking may be a matter of administration; 
but if a doubt arises as to what department should carry it out. 
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a question of system is involved, and the committee would be 
justified in satisfying itself of the wisdom of the course adopted. 
When the Admiralty proposed, in 1890, t~ draw up a scheme in 
connection with the annual suryey of stores, the committee 5 R. 
said that it looked to the Comptroller and Auditor General to 189 0 ,19 

report, after experience of its working, as to the adequacy of 
this scheme. His duty was to report on an accomplishment, 
not to assist the department in working out the scheme; for 
that the department was responsible. The committee was 
only concerned with the result. In such a case not only should 
the particulars and papers showing the result not be withheld, 
but the matter should be specifically brought before the Public 
Accounts Committee. The papers and discussions on which 
the scheme was founded might, however, be withheld, if neces-
sary, as matters of administration-as was actually done in 
1891 in connection with the scheme for the transfer of the 3 R. 
provision of naval armaments from army to navy estimates. 189

1
, IS 

The committee on naval warlike stores made two reports 
embodying recommendations connected with the transfer, 
and the Public Accounts Committee was desirous of the 
reports being laid before it. The government, however, 
considered that, oli adininistrative grounds, this course 
was open to objection and withheld the reports. But 
while precluded from examining the evidence on which 
certain changes were made, the Public- Accounts Committee 
was fully justified in examining and criticising the resulting 
system. 

And so, too, with all important changes which may directly I R. 
or indirectly affect the accounts or the system of control. If 19°7. 1 9 

a change necessitates statutory authority it is automatically Cp·62 R. 
• • 190 • 10 

brought to the· notIce of the members of the commlttee,. as 
members of Parliament, and in such cases the only question 
to arise will be as to whether notice of the intention to make 
the change should have been given to the committee before 
the matter comes before Parliament, when it may be too late 
on grounds of expediency and convenience to withdraw. If 
an important change is carried out by admillistrative action 
alone, and it has not been previously discussed by the Public 
Accounts Committee or Parliament, the departmental order 
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sl}ould be specifically brought ~o the notice of the committee. 
R. 1913. Since, however, the latter does not normally have any means 
EV.2268 of expressing its opinion on departmental orders before they 

are issued it must always be a matter for consideration whether 
in important cases it should be. consulted before a final decision 

2 R. is come to, and secondly whether the mode of promulgation is 
1910, 19 such as to bring the matter readily under the cognisance of 

Parliament and the Public Accounts Committee. The decision 
R. 1913. must rest with the executive as to whether action should be 
EV.2281 taken in anyspecifi~ case on its pwn responsibility or whether 

it prefers first to consult either the House or the Public Accounts 
Committee. In coming to such decision it would naturally 
be guided by precedent and the known wishes of the committee 
as to the points on which it wishes to be, and considers that it 
should be, consulted. . 

. An exception to the general rule appears in the case of 
proved negligence, resulting in loss or extravagance. When 
such a case is brought to the notice of the committee the 
department is required to show that it has taken the neces~ 
sary steps, by disciplinary action or otherwise, to prevent a. 
recurrence. Such action may be, and generally is, purely 

R. 1910, a matter of administration. The question as to whether the 
EV.324- amount involved is large or small is not of so much conse~ 
6 quence to the committee as to know that there is some one 

to look after such cases, and whose . duty it is to ascertain on 
whom the blame rests for the loss through maladministration. 
The point upon which it requires to be satisfied is as to whether 
some one is responsible' or not, and as to whether the system 
in fo.rce is being adequately carried out. Thus, when an 
irregular practice in connection with the method of issuing 

4 R. stores was brought to its notice it • trusts that the Admiralty 
1889. 18 will take care that their (the Admiralty'S) instructions on 

this subject are obeyed in future.' Similarly, when a case of 
3 R. gross carelessness was reported, the committee expressed 
1912.21 surprise that no disciplinary action appeared- to have been 

taken before the matter was investigated by it many months 
after the occurrence. The committee, however, is in no sense 
the punitive authority. It is solely concerned with the 
question of seeing that the public will be safeguarded in the 
future. It therefore does not require to know the name of 
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a delinquent, but merely that the head of the department R. 19I2 
. has inquired into the origin of the mistake and taken such Ev. 348 

steps as he considers aavisable in the matter. What those Cpo R. 
h ... I d k d· 1914. 5 steps are t e comInlttee IS entlt e to now, an may express R 

an opinion as to their adequacy. Thus in 19II the committee ~90~. 8 
observed that 'the disciplinary action which' was take!1 (in 3 R. 
a case of error of accounting) seems to your committee to 1911,3; 
have been sufficient for the occasion.' On points of discipline, 
however, the committee would, unless the circumstances Cpo R. 
were very exceptional,hardly be dispo~ed to question· the 19II.. 

decision of the department. Referring in 190 7 to 'grave EV.289 

irregularities, which were very properly made the subject of 1 R. 
severe disciplinary measures: the committee remarks that 19°7. 5 
on the latter it 'offers no criticism.' In the same year, _how-
ever, when an officer was reprimanded by the War Office for 2 R. 
a serious irregularity, which was in effect a falsification of 1907. 42 

accounts, but without fraudulent intent, the committee 
inquired why such an irregularity, which in civil employment 
would have been probably visited with dismissaJ., should in 
the military service be punished only by a reprimand~ On 
the War Office stating that a reprimand is a very serious punish-
ment the committee i accepts the decision on the point of 
disCipline,' but it. further expresses the opinion that· similar 
practices in future 'should be punished with . the severest 
penalty.' AgaIn, in reviewing the disciplinary action taken 2 R. 
in a case of fraud on the revenue by the employees of a private 1913. 13 

firm, the committee felt' compelled to say that from the point 
of view of a possible recurrence. of similar frauds the penalties 
incurred in this instance, both by the actual perpetrators 
and by those· whose special duty it was to have frustrated 
them, seem inadequate to the long series of offences disclosed. 
Although they do not suggest that the matter should be re-
opened, they feel bound to put on record their opinion that 
the recovery of the money lost did not meet the full require-
ments of the case, and that if the department was satisfied 
as to the absence of all complicity on the part of the firm, 
they should have insisted, in the public interest, on some 
measure of punishment being meted out to those who were 
guilty.' The Treasury emphatically endorsed this view. The Idem, 
committee may also express its opinion as to whether the T.M. 
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4 R. departmental censure has fallen upon the right officials; but 
1899. 15 evidence as to this may possibly only arise out of the investiga

tions of the committee. If, when the committee has expressed 
an opinion, no action is taken, it has no power to compel any 
administrative action to be taken,. and can only again call 
attention to the matter. 

The impersonal attitude adopted by the Public Accounts 
Com~ittee, as mentioned above, in the case of delinquents is 

R. 1915. also applied to the recipients of emoluments. On a question 
Ev. 308 being asked as to the name of a recipient of extra remuneration 

the chairman observed that it was not usual to mention the 
name of an official. The committee is concerned with the 
system, not with the individual. 

To summarise the accepted principles, so far as the Public 
Accounts Committee is concerned, a department is never 
justified in withholding information on matters of accounts 
or audit; it may refuse information absolutely on a plea 
of high policy, or the need of secrecy, subject to the re
servation that in the case of secrecy for commercial reasons 
disclosure must be made as soon as the need for secrecy has 
passed; it may refuse information on matters of adminis
tration, subject to being over-ruled if the committee wishes to 
intervene. Though questions are bound to arise from time to 
time in which there may be some doubt as to either the 
justifiability or the advisability of the withholding of in
formation the general principles are well understood, and 
disagreement in any particular case will probably be due to 
the difficulty of deciding whether the point involved is one 
of policy, administration, or accounting. 

Examination of Treasury Action 

The functions of the Public Accounts Committee which have 
been so far dealt with are, in the main, those whereby it ex
amines the actual accounts before it with a view to recording 
its opinion, in the first place, of their correctness as accounts, 
and secondly, as to their' wisdom, faithfulness, and economy.' 

There remain to be mentioned two further functions. The 
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first of these is constitutionally important, though, under C.N.E. 
modern conditions, it is a function which does not require EV.IOI7 

to be frequent! y exercised. It is the duty of the com- cpo 2 R. 
mittee to examine the executive action of the Treasury as 19

0
0,18 

regards its compliance with the law. In former days, when R
E

• 191

8
3
8
, 

h 11 d . v·3 t e Treasury was uncontro e , such a functIOn would have 
been invaluable. The fact of its existence at prt:Sent may 
exercise a controlling influence on the Treasury to a certain 
extent, but in far greater measure the necessity for the !lxercise C.N.E. 
of this power is obviated by the C very proper feeling and EV. I023 
high traditions of the Treasury.' The TreaSury is not above 
the law, but its position as the central controlling power over 
finance may at times justify acts and decisions which are not 
only extra-statutory but even illegal, but which it may be in
convenient in the interests of the public service to defer until 
Parliament has been consulted. If an exceptional payment 
which it is desired to make would be admittedly irregular or 3 R. 
illegal, it would be more desirable that it should be specially 1893.52 , 

brought before Parliament in an estimate than approved by & T.M. 
the Treasury under its extra-statutory powers. Illegal acts ' 
can only be justified on_ the grounds of urgency, and subject, 
as a natural corollary, to subsequent ratification by Parliament, 
whether in the form of a vote or merely the implied ratification 
which is given by the absence of objection on the part of 
Parliament when the facts are placed before it. The com
mittee is in such cases concerned in seeing that Parliament is 
informed, and expressed a strong opinion on the failure of the 
Treasury in this respect in I897. • When the Treasury decided 2 R. 
to countenance what was not only cc extra-statutory" but 1

897. 17 

actually against the law, and by executive act to dispense with 
a payment to the exchequer which they had no power to re-
mit. they should have likewise communicated the facts of 
the case to the Comptroller and Auditor General, who could, 
if he thought necessary, have brought them under the notice 
of Parliament: The views of the committee were expressed 
still more strongly in I886, after a consideration of the,action 
of the Treasury in various cases in granting pensions not in 
accordance with the law. The Treasury considered that 
public convenience, or the urgency of some particular case, 
justified a departure from the strict fetter of the law. The 
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,committee, however, could not accept this view or allow that 
the Treasury had discretionary powers. • It is Parliament, and 
,;not the Treasury, which ought to decide whether the cir
cumstances of any particular case are such as to require ex
ceptional treatment, and it appear~ to the committee that in 
straining the law for the pUrpose of meeting the exigencies of 
a particula:r: case, the Treasury is usurping the functions of the 
legislature.' A certain latitude in this respect is now given to 
the Treasury in respect of the army and navy by the dis
pensing warrant and order in council. 

C R In questions of financial 'principle rather than statute, the P·3 . 
1894, 62; committee is prepared to concede to the Treasury a somewhat 
& 2 R. more free hand, in' order to enable it to deal with cases of an 
18

95,35 exceptional character, but subject in each case to being able 
R.C. to justify its action. 'You may lay down a principle, but the 
S.A.War, main thing to be done is to treat individual cases as they arise. 
~;i50 In order to 'secure equity and obviate hardship, therefore, it 

A. Est. 
Com., 
EV.1286 

is but reasonable that some discretionary power should be 
vested in ,the department of central financial control. 

Matters of Financial Order a1td Principle 

Finally, the Public Accounts Committee possesses a most 
important function, the discussion of points of financial order 
and principle. The committee was designed in order to guaran
tee financial regularity; and financial regularity, as distinct 
horn audit, can only be secured by a system of recognised 
principles. The detailed examination of questions involving 
principle and system has therefore been a leading and recog
nised feature in the work of this committee; and even though 
its considered opinion, resulting from such discussion, has no 
legally binding effect on either the Treasury, the Comptroller 
and Auditor General, or the departments, the natural tendency 
would be to accept it. The Comptroller and Auditor General 
has stated that he would not revert to anything upon which 
there had been a distinct decision given, except under peculiar 

'circumstances, though, 'if he thought that such a decision had 
been given hastily without a full knowledge of the facts, he 
would, with all due respect, bring the matter before Parliament 
in. his report. Similarly the Treasury agrees that the opinion 
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of the Public Accounts Committee on points of financial order cpo R. 
ought on every occasion to receive the most respectful attention 1915. 
from the departments concerned. . It . regards an expression ;; 968-

of opinion of slJch importance that, even if unconvinced, it 3 R. 
would generally defer to the committee. Thus, in· dealing 1894.28. 
with the question of the desirability of votes of credit, the. T.M. 
Treasury stated that they would' be glad to be guided by the 2 R. 
opinion of the committee,' and again that they preferred 'to ~~~3 
submit their own judgment to that of the Committee of Public T.M.· 
Accounts, and to accept their strongly expressed opinion.' 

If, however, the question appears to involve important 2 R. 
considerations which the Public Accounts Committee may ~~~13 
possibly not have realised, the Treasury would suspend its T.M .• 
decision until it had had an opportunity of laying before the 
committee the reasons which led it to 'differ. Such an op
portunity would arise in the treasury minute on the Public 
Accounts Committee's report, and the question would auto
matically come up for consideration at the meetings of the 
committee in the following session. If the latter then still 
adheres to its original opinion, the Treasury in ordinary cases 
yields, but if it thinks the point at issue is of sufficient import-
ance it would endeavour to bring the question before Parlia-
ment in order to obtain a final decision. The policy of the R 1882. 
Treasury in this respect was explained in a minute of r88z. 80. T.M. 
• When the Committee of Public Acco~nts repeat a recommen-
dation, my Lords consider it their duty either to defer to the 
recommendation or, if they think that the question has not. 
been sufficiently considered, to submit a carefully prepared 
argument against it for further and probably final decision 
of the committee.' . 

The attitude of the Public Accounts Committee towards 
the ignoring of its observations has, however, been clearly 
shown on more than one occasion. In r87r the committee 6 R. 
stated that • having upon two occasions in past years made 1871 
a recommendation, they think it right to observe that no Cpo R. 
official action seems hitherto to have been taken in reference 1882, 77 
thereto,' and again, in r886, it expressed regret that a recom- 2 R.. . 
mendation of the previous year's committee had not been 1886,70 

complied with. Again, in rgII, the committee • expressed 3 R. 
dissatisfaction at finding that no progress had been made 19II,15 
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towards the settlement of an important matter' as to which it 
had made a recommendation two years earlier. In view of the 
present influence on a department of the Public Accounts 
Committee's reports. it is extremely unlikely that any such 
notice would now pass unheeded. 

Many important constitutional and scientific principles 
have been discussed at length before the committee since its 
inception and have been agreed upon. some at once. others 
only after years of discussion. The settlement of these prin
ciples by the Public Accounts Committee. in conjunction with 
the Treasury, has enabled a sound and regular system of 
public accounting to be built up within the past half-century. 
Probably every principle of considerable importance likely 
to arise in connection with the existing system has now been 
settled; but small questions of detail and scientific accounting 
will inevitably continue to arise from time to time. and to call 
for settlement.· For the discussion of such questions this 
committee is peculiarly suited. It has greater opportunities 
and more leisure to take up such points. small perhaps in 
themselves. but important as matters of principle. 

Such decisions. moreover. are accepted by .the Comptroller 
and Auditor General. though an officer entirely independent 
of the Public Accounts:Committee and the Treasury. • The 
extent,' he has pointed out. • to which the work of the Comp
troller and Auditor General goes. has been really defined by the 
various decisions of the Public Accounts Committee. and to 
those decisions he. as in duty bound. would as an officer of 
Parliament l?ubmit.' 

General Review 

The Public Accounts Committee has now become a per
manent feature in our financial system. Comparatively early 
in its history. testimony to its value was given by Disraeli. 
who declared that it was of immense utility in bringing the 
entire revenue and expenditure of the country under the control 
of the House of Commons; in pointing out abuses in the 
management of the public finances, and in suggesting remedies. 
and furthermore. in investigating and reporting to the House 
its opinion on disputed points of account between the Treasury 



STANDING COMMITTEES 139 

and any department or functionary entrusted with the collec-
tion or expenditure of public moneys. The results it has 
achieved have fully justified the foresight of those responsible 
for its original appointment. The opinion has even been 
expressed by a well-known authority that • the control of Bowles. 
Parliament, exercised through the Public Accounts Committee ire~ 
and that great officer of Parliament who is known as the S;:e~h. 
Comptroller and Auditor General, is the only obstacle that now 5/7/07 
stands between the' taxpayer and the most unbridled extra va
gances.' The development of its lines of action has followed 
the necessities of the times. In earlier years it was • mainly C. &. 

concerned with questions of forms of account and classification, A.G .• 
questions of salary and extra remuneration,' both as to treasury Memo. 

authority and information of Parliament, and other questions of 
treasury control. In later years the proceedings of the com
mittee included inquiries into the merits of expenditure without 
criticising the policy which determines it, leading to the closer 
definition of rules governing the placing !Illd regulation of 
contracts, the receipt and custody of stores, and the propriety 
of all departmental expenditure.' 

The general terms of reference have contributed in no small 
measure to the success of those results by enabling the com
mittee to put its own interpretation upon them as its experience 
might suggest. It has thus been' enabled to determine its 
functions in such a manner as to use its labours to the greatest 
advantage, while a,t the same time adapting them to the 
recognised functions of the departments in a way that might 
not have been possible had the terms of reference been more 
rigid. Striking testimony to the value of the work of the A. Est. 
committee was borne in 1888 by the Assistant Comptroller CoE m., 

d 
. " V.10 93 

an Auditor General, who saId that It 'had almost made 
the law, so to speak, upon financial matters under the Ex-
chequer and Audit Act.' The decisions of the Public Accounts R.C. Civ. 
Committee form, in fact, a kind of common law which is binding Estab. 
on all departments, in practice if not in theory. In this resoect Z R. 
h hi f h·· . ff f rthA 

13353 t e story 0 t IS most Important cOmmIttee 0 ers a u er 
example of the manner in which so much of English consti
tutional procedure has been built up by. precedent and ex
perience, rather than by direct legislation. The elasticity of 
the terms of reference has been taken the utmost advantage 
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of by the committee, a~d yet with such circumspection that at 
no time has it been accused of encroaching upon the preroga~ 

C.N.E., tives of others. 'With so wide an horizon, so considerable 
Ev. lol7 a freedom in action, .and so great opportunities in its 

method of inquiry, its capacities for public use are great.' 
To the manner in which those capacities have been 
exercised, ,the success of the present financial system is 
largely due. 

II. THE ESTIMATES COMMITTEE 

Considerations leading to the Appointment 

Important as were the results achieved by the Public 
Accounts Committee, they were primarily and directly con
cerned with the approved expenditure, and to seeing that 
the intentions of Parliament had been carried out in the proper 
manner. The question of whether the provision made by 
Parliament was or was not excessive' was only touched 
upon indirectly. From the public and parliamentary point 
of view this is equally, if not more, important. When the 
estimates have been agreed to, the opportunities of effecting 
economies are comparatively small; but if the spending power 
of departments can be limited and reduced in advance, the 
saving to the public is definite and certain. The extent to 
which such savings can be effected depends upon the amount 
of antecedent control which can be exercised over the estimates 
before final approval. 

The estimates are in their main features dependent upon 
policy for which the government is responsible, and are pre
pared in pursuance of that policy an~ put forward on the 
responsibility of the minister and the accounting department 
with the approval of the Treasury. Outside Parliament, 
'therefore, there are three sources of control. In the first 
. place, the cabinet is responsible for the main lines and extent-
generally; in the second place, the Treasury is responsible, 
on the one hand, for seeing that the estimates are in accord
ance with these lines, and, on the other hand, for the detailed 
review of the estimates from the point of, view of economy; 
and finally, there is the departmental control, which, though 
not independent, is in many ways'the more thorough, as it 
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is exercised with first-hand knowledge. But, on the other 
hand, it must be remembered that, as regards economy, the 
officials have not the same interest therein as the elected 
representatives of the taxpayers. 

Direct parliamentary control could formerly only be ex-
ercised in Committee of Supply which, as has been previously 
explained, was superficial at the best, while, owing to the 
conditions of parliamentary procedure and practice, it was 
almost reduced to a formality. This lack of control by 
Parliament itself had long been recognised, but the difficulty 
of overcoming it had been extreme as compared with the 
adoption of measures for securing control over the actual 
expenditure, and over the exchequer issues. Parliament 
had endeavoured to ameliorate the position by appointing 
select committees on estimates at different times,l but recog-
nised the comparatively small effect which they were able to ParI. 
achieve, and accordingly, in 1903, it appointed a select com- Deb. 4 s. 
mittee to inquire 'whether any plan can be advantageously cxx. 855 
adopted for enabling the House, by select committee or other-
wise, more effectively to make an examination, not involving 
criticisms of policy, into the details of national expenditure.' 

This committee, after pointing out the reasons why the 
examination of the e.?timates by the House of Commons 
itself leaves much to be desired from the point of view of' 
financial scrutiny, and the advantages possessed by a select 

C.N.E. 
Rep., 
p: viii. 

committee for this purpose, recommended as one of its sug
gested expedients the creation of an' Estimates Committee,' 
to be appointed continuously in the same way and to possess 
the same powers as the Public Accounts Committee. It 
was further suggested, though these recommendations were 
not carried out, that 'in order to combine and unify the ... 
machinery of financial control and dovetail the Estimates 
Committee on to the Public Accounts Committee, a pro-
portion of members. be appointed to sit on both,' and that 
the Public Accounts Committee should each year select a 
class, portion, or branch of the estimates for examination 
by the Estimates Committee in the following year. 

I E.g.-three select com;ruttees were appointed in 1888 to consider army, Hans ... 3 s. 
navy, and revenue departments estimates respectively, following a similar ,::,~. 
committee in the previous year on army and navy est~IDates. cccxiv. 17I3 
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No immediate result, however, followed, and it was not until 
eight years later that the question was again raised seriously 
in the House, during the debate on the army estimates. This 
was followed up by the presentation to the Prime Minister 
of an influential memorial signed by members on all sides 
of the House, mainly in consequence of which the govern
ment decided in 1912 to appoint experimentally a standing 
committee 'on the estimates. 

Difficulties inherent in an Estimates Committee 

The difficulties of the position and the necessary restrictions 
which must be placed on stich a committee and which must 
inevitably limit its scope and possible sphere of usefulness 
were fully recognised by Parliament, and it is important that 
they should ,be realised in order that the status and functions 
of this committee may be appreciated. 

The most obvious way for securing parliamentary control 
over the estimates is that a select committee should examine 
them in detail before they are presented, and while they are 
still in a stage where reductions can be made on non-party 
lines, without such proposals being considered as motions 
adverse to the government, as is the case when the estimates 
have been presented to the Houseas the policy of the govern
men.t. Any procedure of this sort, however, strikes at the 
root of the fundamental principle of ministerial responsibility . 
• There must be no committee,' said the Chancellor of the 
Exchequer, • that will divest the executive of its responsibiWy. 
That, is, there must be no committee which is to be a sub
stitute for House of Commons responsibility; and there 

JIlust be no committee that will accept responsibility for the 
policy it is examining.' The sp,me point, has been made by 
another recognised authority, who declared that the adoption 
of a proposal to submit the estimates to a committee for 
preliminary examination and approval before presentation 
to the House • would diminish the proper responsibility of 
the executive for the public expenditure, and would interfere 
with the constitutional relations between the government 
and the House of, Commons. The duty of the House of 
Commons is to \ ~ecide whether the expenditure which the 
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various departments propose is absolutely needed for the 
efficiency of the public service, and to see that all money is 
wisely spent and that the nation gets the full equivalent for 
the outlay.' The latter duties are post mortem, and may 
safely be delegated to the Public Accounts Committee with
out the breach of any constitutional principle being involved. 
The former duty is pre-natal and must be exercised by the 
House of Commons itself. 

By the English arrangement of examining the estimates, 
• ministerial responsibility is increased, as the proposals Bast
which form the ensembie of the budget are altogether the work able. . 

of the cabinet, whose. liability i~ undivided. The committees ~~~iK.l§; 
of continental countnes, though they appear to secure .fuller 
deliberation, are really a screen for the original preparers of 
the financial proppsals, and divide that liability which should 
be definitely fastened on the administration.' No proposals 
subversive of this important fundamental principle of the 
constitution could be safely embodied in any scheme for 
securing closer parliamentary control, and.it was for this 
reason that Gladstone did not proceed in the matter when C.N.E. 
considering the .possibilities of referring the estimates to Ev. 2514 
a committee, to be gone into as a matter of business. On a Hans .• 
later occasion again he made it clear that when ministers 3 s .. 
assume the responsibility of stating that certain expenditure ~;c~ 
is necessary for the support of the civil government, and 4 
maintenance of the public credit at home and abroad, it 
is evident that none can effectually challenge the proposed 
expenditure to any material extent, unless they are prepared 
to take the responsibility of overthrowing the ministry. No 
government could be worthy of its. place if it permitted its 
estimates to be seriously resisted by the opposition; and 
important changes therein can only be made in circumstances 
which permit of the raIsing of the question of a change of 
government. 

The chief danger to be apprehended in appointing a com
mittee to examine the estimates was, therefore, the possibility 
of interfering with ministerial responsibility; for anything 
like a revision of the estimates QY a committee on behalf of 
the House of Commons would inevitably afford a department 
grounds for urging that the House had implicitly accepted a 
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portion at least of that responsibility which should belong to 
the department itself. Such a weakening of ministerial respon
sibility would result in a department putting forward increased 
and possibly unjustifiable and less carefully revised estimates, 
with the knowledge that it might subsequently disclaim respon-

C.N.E. sibility, while benefiting therefrom. The more the responsi
Ev.1725 bility of the department is weakened, the'more extravagant 

it is likely to be. Nor, if any failure in administration ensued, 
Idem. should it be possible for a department to urge that, as a select 
EV.lolO . had . d . cOIllIlllttee reVIse the estimate, It was not 'responsible 

for the consequences. Any action taken to control the esti
mates which would result in a weakening of the sense of depart
mental responsibility, would have the opposite effect to that 

I demo d~sired. A revision of the estimates by a body not responsible 
EV·518, for the expenditure might" imply the sharing of responsibility 1010, 
1035, by that body. The responsibility for any subsequent surpluses 
1297 or deficits, or other untoward circumstances, might therefore 

be placed to the charge of that body. At the same time such 
~ step would result in delay in coming to a decision; while 
further, whereas now the departments accept treasury criticism, 

Cpo Est. on the whole, in regard to the estimates, the treasury power 
Pro. Ev .. would be greatly diminished if the departments had a court of 
4

2
4-6 appeal in the shape of a parliamentary committee. 

This danger is obviated if the estimates are first presented 
to Parliament and then referred to the Estimates Committee 

C.N.E. for consideration, with a view to reporting after the vote has :t 1386 been taken. _ Such procedure, while not affecting the expendi
ture which will take place under the estimates under considera
tion, would in theory have a material effect on the n~xt estimates 
to be presented and thus advance parliamentary control by 
two years, as compared with any effect which the- Public 
Accounts Committee's discussion o~ a completed account may 
have on subsequent estimates. Criticism of the estimates on 
these lines, therefote, has the effect of increasing parlia.mentary 
control, without in any way diminishing ministerial respon
sibility or the care of the department itself; nor would the 
position of the, Treasury be affected at all. Moreover, this 
method of procedure obviates any risk of party feeling on the 

Idem, Estimates Committee. If the estimates were being examined 
Ev. 2185 with a view to being reported on before the votes were passed, 
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the members of the committee on the side of the government 
might feel it their duty to get them passed in the form in which 
they had been presented, whereas in an eX(J.mination after 
presentation to Parliament no such tendency would arise, 
provided the votes were not delayed until the report had been 
received. Again, too, if there were any question of a revision C.N.E. 
of the estimates by such a committee, it might necessitate EV.223

1 

their defence by the responsible minister before the committee, -224° 

before he had defended them in the House, or such an occasion 
might be seized upon for having demands already refused by 
the Treasury, reviewed by the committee. The minister is and 
must be responsible to the House, and not to a committee. 

The limitations of the functions of a 90mmittee on estimates 
as regards policy are similar to those of the Public Accounts 
Committee. It is excluded from any consideration of govern
ment or departmental policy, as usually understood. This 
position was made clear by a statement made by the chairman 
of the Estimates Committee to the Financial Secretary of the 
War Office in 1914: "We in no way irlterfere with the policy R.E.C. 
of the War Office, but we do endeavour to see that, it having 1914. 

been determined that you should do certain things, you should Ev. 1 

do those things at as low a cost as possible, of course com
patible with efficiency.' The committee's report of 1913 
was equally definite. • As expenditure under vote 1 (navy) Idem, 
is entirely governed by considerations of general policy, the 1913. 8 

committee offer-no remarks upon it: That is to say, with the 
policy of what is to be done the committee is in no way 
concerned, but the minor policy of how it should be done, or in 
other words, the methods of administration adopted or proposed, 
may rightly be investigated by the committee within limits. In 
this respect the power of the Estimates Committee to intervene 
in administration is somewhat wider than that of the Public 
Accounts Committee, but it is only in administration or minor 
policy that such intervention can take place. • There is a· Pad. 
distinction 'between the broad lines of general policy and Deb. .. 

- . d d h d il f di 5 S. XXll. expenditure on the one han ,an t e mere eta s 0 expen - 2129.· 

ture on the other. As to the former, the House of Commons is 
peculiarly competent to discuss them, and they are eminently 
suitable for discussion there. On the.!'mere details of ex
penditure and of policy, the House is at a loss. It has not 

L 
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got the ,technical knowledge to enable it to form a correct 
judgment on those details. To bridge over the gap, the House 
has allowed to grow up in the past the principle of ministerial 
responsibility. The House decides the broad general lines 
of policy, and delegates the carrying out of that policy to a 
minister selected for the purpose.' The control of the former 
must be retained by the House itself. It cannot be delegated 
to any select committee. But' it is only in considering the 
great basic principles of policy that any possibility of large 

~IS4;xii. economies will be found to exist,' and since no committee 
can be concerned with these, it cannot be expected that any 
large economies will result from the appointment of a com~ 

C.N.E., ,mittee 9f this nature. Such economies can only emanate from 
E:v. 1534 the direct action of the House itself. As regards the army 

and navy it may be regarded as an absolute fact that the 
estimates are governed above all things by the number of men 
and ships to be provided, and this.is entirely a question of 
policy. So long as the government possesses the confidence 
of the House, no economy can be effected on the estimates on 
a large scale otherwise than by a change of policy. The 
closer control of the latter, that is to say, the carrying o~t of 
the policy, is the only object that can be aimed at by a com
mittee, consistently with the preservation of the principle of 
ministerial responsibility. The opportunities for effecting 
economies in this direction may be numerous, but ~ll never 
compare in magnitude with those which can be effected by 
modifying policy. At -the outset, therefore, a committee on 
estimates is faced with serious restrictions as to the extent of 
the economies which are likely to be within its power to effect. 

Appointment of the Committee 

The continuously and rapidly increasing size of the esti
mates, coupled with the growing sense of helplessness of the 
House to control them, compelled the adoption of some measure 
to meet the difficulty, if only partially, and it was fully recog
nised that the proposed remedy was only partial, though it 
waS hoped that if a beginning were made, experience might 
suggest further developments and a wider scope of usefulness 
as time went on. 



STANDING COMMITTEES 147 

The Standing CQmmittee .on Estimates wasaccQrdingly 
set up in 1912, and, thQugh it was an experiment and its 
limitatiQns were knQwn, great hQpes were entertained as tQ 
the results it was expected tQ achieve~such expectatiQns 
being dQubtless based .on the success which had attended the 
labQurs .of the Public ACCQunts CQmmittee. The .order .of 167. C.]. 
reference was 'That a selectcQmmittee be apPQinted tQ 109 

examine such .of the estimates presented tQ this HQuse as may 
seem fit tQ the cQmmittee, and tQ repQrt what, if any, eCQnQmies 
cQnsistent with the PQlicy implied in thQse estimates shQuld be 
effected therein.' The terms .of reference were amended in the 
succeeding years by the .omission .of the last nineteen wQrds. 

Since the estimates are referred tQ it .only afte( having 
been presented tQ the HQuse, and its repQrt is nQt made until 
July, when mQst if llQt all have been vQted, the effect .of its 
wQrk cannQt be immediate, and can .only be seen in the estimates 
.of succeeding years. 

Causes of Small Results 

It must be acknQwledged, hQwever, that the results, as' 
far as can be at present seen, have been insignificant and have 
nQt realised the high expectatiQns fQrmed. This is prQbably 
due t.o tW.o main causes, 

In the first place, the nature .of the w.ork was new t.o the 
cQmmittee, which had t.o devise the best way tQ appr.oach it, 
and t.o c.onsider and draw up the lines .on which it CQuld m.ost 
prQfitably w.ork, in .order tQ achieve the best results. It 
had few precedents t.o guide it. 

In the sec.ond place, it was placed at a great disadvantage, 
as cQmpared with the Public Acc.ounts Committee, in n.ot 
having the assistance .of a skilled parliamentary Qfficer-such 
as the ComptrQller and Audit.or General-tQ guide it in dealing 
with a mass .of c.omplicated figures such as are presented in 
the estimates, .or t.o PQint .out the directi.on in which its in
vestigati.on might be mQst usefully directed, This very draw-
back was fQret.old by the chairman .of the Public Acc.ounts 
Committee .on the m.oti.on tQ set up the Estimates Committee. ~a~. 
'If this Estimates Committee,' he said, 'is t.o d.o anything x:.x~i?, s. 
at all it must have a similar .officer {t.o the CQmptrQller and 421 
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Auditor General) of its own-an officer of the House,. not an 
officer of the government-with a staff. I would not envy 
the task of fourteen members of this H<Juse, if they had the 
estimates thrown before them, not knowing where to look, 
not knowing which were really important things, and very 
likely groping in the dark for half a day before they found 
something ~mportant, simply because they had ll:) trained 
adviser to guide them in their work.' It is obvious that in 
dealing with such complicated and technical m3.tters as the 
estimates provide, a committee of members of the House of 
Commons must. be, to a great extent, dependent on the exp~rt 
opinion of those who are familiar with the details-nam~ly, 
the officials of the Treasury and the accounting departments. 
In the case of the audited expenditure, the Public Accounts 
Committee is assisted by the expert advice of an independent 
critic in the Comptroller and Auditor General, but the Estim3.tes 
Committee has no such independent criticism at its disposal. 
The Treasury, as the central financial authority, is in one 
sense an independent critic,. and its aim is the aim of the 
committee. It would naturally assist the committee to the 
best of its ability, and welcome any recommendations tending 
to economy. It must, however, be remembered that the 
estimates, before being presented to Parliament, have all 
been approved of by the Treasury, and that such economies 
as have appeared to be practicable may be assumed to have 
been effected before such approval was given. In this sense, 
therefore, the Treasury, as the original approving authority 
of the estimates, is hardly in a more independent position 
than the accounting department which prepared them. If, 
however, a consecutive and detailed examination of the 
estimates could be made with such knowledge, or under such 
guidance as would enable an effective report to be made, such 
report would be of great value to the Treasury when the next 
estimates came forward. 

C.N.E., Practically any amount of expert evidence can be obtained 
Ev. 186S by a department for or against any proposition which it may 

wish to make or oppose. Experts always disagree; and a 
lay committee, unassisted by an independent adviser, would 
find it difficult in many cases to assess the merits of a scheme, 
or to discover weak points on the evidence and advice only 
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of those whcse fur..ction it has already been to discover such 
points. One of the functions of the Estimates Committee is 
to endeavour to see whether, in carrying out matters of 
policy, it might not be possible to adopt more economic 
methods; but this is also precisely the function of the C.N.E. 
Treasury. Ev. 1898 

On the other hand, there would be serious difficulty in -1900 

appointing an officer to hold a position towards the Estimates 
Committee which could in any way be analogous to that of the 
Comptroller and Auditor General in relation to the Public 
Accounts Committee. The Comptroller and Auditor General 
himself informed the committee that he was of opinion that R.E.C. 

he could not act for it in the absence of further legislation, and ~:.2~ 5-
that even if such provision were made, he doubted whether 164 5 

he could be of material assistance. Even, however, if he or 
another officer were appointed' by Parliament, and whether 
at the head of another branch of the Comptroller and Auditor C.N.E. 
General's department, OT of a separate department, he could ::.2275 

but have functions of limited scope. As an officer from outside, 
coming in to criticise the various provisions made by the depart-
ments, he would be more in the position of a comptroller with-
out the necessary responsibility which should attach to such 
an office. The Comptroller and Auditor General draws 
attention only to facts, where no policy is involved. It would 
be extremely difficult for such an official to criticise proposals 
without dealing with the policy. 

Lines of Action Adopted 

In conclusion, fbe lines on which the comInittee worked 
during its brief career, up to the outbreak of war, may be 
referred to. In 1912 it dealt with civil service votes, in 1913 
with navy votes, and in 1914 with army votes. 

The points to which the comInittee mainly directed its 
attention were, firstly, as to the mode of preparation of the 
estimates and the extent of control exercised over their pre
paration in the department and by the Treasury; secondly, 
to a comparison of estimates for the same or analogous services 
over a series of years, and to ascertain the causes of.increase; 
thirdly, to the structure and arrangement of portions of the 
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estimates'; and, fourthly, to matters of internal policy and 
administration. ' 

Two reports only were issued, as in 1914 the committee 
had not completed its labours and merely submitted to Parlia-' 
ment the evidence taken. Of the first report, the Treasury 
observes that a considerable portion of it is descriptive in 
character and calls for no remarks. This was no doubt 
inevitable, owing to the facts mentioned. previously, that the' 
committee was unfamiliar with the subject ~nd had no expert 

. adviser to guide it; The only definite proposal it m~de was 
one which neither the Treasury nor the departments considered 
practicable. 'My Lords are anxious to take all practicable 
steps to carry out recommendations of a select committee of 
the House of Commons. But it is clearly impossible for them 
to press proposals which they themselves think undesirable 
against the unanimous opinion of the responsible departments 
concerried.' 

The investigations of the committee in many respects were 
directed to points which are also taken up by the Public 
Accounts Committee, and it is perhaps inevitable that there 
should 'be a certain amount of overlapping, for many subjects 
affect both committees, though nominally from different points 
of view-namely, the proposed expenditure and actual results 
respectively; yet the examination into them must proceed on 
much the same lines, and the same evidence will be required 
for each. To illustrate this, a few subjects may be referred to 
where such overlapping has occurred. 

The Estimates Committee in 1912 examined the system of 
making contracts and the policy of limited competition; but 
the' Public Accounts Committee has on many occasions gone 
into this very question, which equally affects the amount 
required to be "taken in the estimates and the question of 
whether the amount spent is the least that could have been 
spent consistently with efficiency. . 

Again, the Estimates Committee dealt with the question 
of taking amounts in the estimates for works based on con
jectural figures, and thus increasing the size of the estimates--'-'
as the result may prove-unnecessarily. But the same point 
necessarily comes before the Public Accounts Committee if 
a surplus appears on the account, and the latter committee is 



STANDING 'COMMITTEES lSI 

therefore equally concerned to ascertain the policy and methods 
of the department in preparing the estimates which has re-
sulted in causing a surplus. The treasury minute on the R.E.C. 
Estimates Committee ,report,giving effeCt to the recommen~ 1912,8 

dation, merely repeats ail instruction which has been given T.M. 
on more than one occasion, when the same point was raised by 
the Public Accounts Committee, to the effect that a note should ~ . 
be made that the estimate. is provisional or not yet settled. 

If the Estimates Committee, in a comparison of the same 
vote or sub-head over a series of years, finds that it has re
peatedly had a surpllis, it is obviously concerned with the 
reason, as a pdma facie case is made 'out for a reduction. So 
also is the Public Accounts Committee concerned with this Idem, 
question, and has made the same observation as the Estimates 19

1
2,6 

&Ev. 
Committee to the effect that such occurrences suggest that 1045-50 • 

deliberate overestimates may be~de with a view to supplying 
funds for deficits 011 other votes or sub-heads. 

In one direction the Estimates . Committee has shown a 
tendency to go further than the Public Accounts Committee. 
It has queried the justifiability of rates of pay given for the Idem, 

. work done and the size of staff allowed for particular work, ~13, 12 

thus trenching more closely upon administrative questions 24 

than the' Public Accounls Committee usually does. A rate 
of pay as approved by the TreasUry and embodied in a royal 
warrant has always been accepted by the Comptroller and 
Auditor General as conclusive, and therefore i~ this direction 
the Estimates Committee is on ground which has not 
hitherto been directly touched by the Public Accounts Com~ I R. 

. h 190 6. 10 mittee. The proportIOn of cost· of staff to works, owever, 
is a question which the Public Accounts Committee has dealt ?~~;,~. 
with, and in expressing a hope that it .might be possible to 2 R. 
reduce a charge in future it is making a suggestion as to future 1908, 14 

estimates, which is only distinguishable from a similar suggestion 
which might be made by the Estimates COmmittee in being 
made at a later period. The exjent to which its activities 
could be extended in this direction cannot, however, be wide, 
for such questions are matters of administration which are 
proper! y left to the decision of the department and the Treasury. ~~~l~' 
, As with appointment and dismissal, so with remuneration: Gov., 

it should be left to the government to determine the amount of i. 1~4 
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pay to be allotted to all public servants.' So, too, in the case of 
a redundant staff, the function of the Comptroller and Auditor 

. General is to see that the staff is authorised. With the develop
ment of the discretionary audit, however, it is probable that 
even such a point as this might now be brought before the 
Public Accounts Committee, and the possibility of it is clearly 

2 R. suggested by the query raised in 1913 by the Comptroller-
19

13. 41 and Auditor General as to whether certain boats and crews 
at a dockyard were fully employed. 

The question of the arrangement and structure of the 
estimates and the advisability of dividing up sub-heads or 
giving more detailed information of them, are points considered 
by the Estimates Committee, which have received the fre
quent attention of the Public Accounts Committee, and 
necessarily so; nor. has any suggestion been made that the 
question of proposed changes in the form of the estimates 
should be referred by the House of Commons to the Estimates 
Committee for consideration rather than, as at present, to the 
Public Accounts Committee. 

General Review 

Though it is, perhaps, premature to express a finaI opinion 
as to the effect which the work of the committee might even
tually achieve-as the committee only completed its work in 
1912. and 1913, its sittings in 1914 being suspended on the 
outbreak of war-yet from a general review of its work it is 
difficult to arrive at any other conclusion than that, in the 
main, it covers but little ground that is not already covered by 
the Public Accounts Committee, especially in view of the 
tendency of the latter to increase its range of inquiries still 
more into the sphere of departmental policy and administration. 
Though the Estimates Committee may be justified in inter
vening more in this last respect-that is to say, in the internal 
affairs of a department-than the Public Accounts Committee, 
yet the danger of undermining departmental responsibility, 
by too much interference, cannot be lost sight of. If, there
fore, on the one hand the sphere, beyond which the Estimates 
Committee cannot safely go, be eliminated, and on the other 
the ground already covered by the Public Accounts Committee 
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were also to be removed from the purview of the Estimates 
Committee, the intervening sphere is so reduced as to be com
paratively insignificant; while, further, it is to be remembered 
that that sphere is specially covered by the Treasury as the 
central financial authority. Excluding policy, there is prob- C.N.E. 
ably not a large field between extravagant expenditure on EV. 2085 
the one hand and econorilical expenditure on the other; and, 
moreover, the expenditure in which no policy is involved is 
the very expenditure which is most carefully administered and 
over which the Treasury has most direct control. 

Although, then, the Estimates Committee in theory secures 
parliamentary control over the estimates-so far as it can be 
secured by any body other than the House itself-the apparent 
advantages and the· possible results of its work are reduced 
to. a minimum, because of the proportion of similar ground 
covered by the Public Accounts Committee and by-the Treasury. 
It is interesting in this connection to compare the proceedings 
of the Estimates Committees of 1887 and 1888 with those 
of the Public Accounts Committees of that period, in order 
to see the extent to which there occurred then overlapping of 
the same class of evidence. Even in the case of the advantage 
which is nominally secured by the examination of the Esti
mates Committee of a particular year's estimates, two years 
before the Public Accounts Committee examine the expendi
ture of the money provided on those estimates, the benefits 
are more apparent than real;. fGrthe expenditure of any depart-
ment is, as a rule, of the same type from year to year, and the C.N.E., 
review by each committee must be mainly a review of the EV·456 

application of continuing principles. It would therefore 
be only in the case of new classes of expenditure that the 
examination in this respect by the Estimates Committee 
would be actually in advance of that of the Public Accounts 
Committee, and the probable results to be achieved in such 
cases would be proportionately small, as it is these very items 
which would have been most recently approved and there-
fore scrutinised by the Treasury. 

As the Estimates Committee was constituted, as regards 
its functions and powers, during its existence as a standing 
committee, it is doubtful whether the results which it would 
he able to attain and which would not be otherwise attained, 
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would ever be of sufficient importance to justify its revival 
in future on quite the same lines. As against this deduction 
which is necessarily based on inconclp.sive evidence, it is to 
be remembered that it has been placed on record that the 

Est. Pro., results of. the Select Committee on A.rmy Estimates of 1888 
EV·722 were far from insignificant. 'Some very remarkable evidence 

was given, and in connection with that committee some very 
.great changes have been made both in an economical direction 
and in simplifying the way of presenting the expenditure to 
Parliament: Nearly thirty years have elapsed since then
years of progress and settlement; The development of the 
Public Accounts Committee had not reached its present pitch. 
The unwritten financial code, and the judge-made law of the 
Public Accounts Committee, were only in the process of being 
formed. Control over the departments was tightening, but 
there was still ample room for improvement. It may be, 
therefore, that the committee referred to secured its results 
mainly because there were at that period still many grounds 
for criticism· which would no longer exist under the more 
fully developed system of to-day; and because it was able 
to take· up questions which the Pl.lblic Accounts Committee 
had not then had the time to touch upon. It would be un
safe to argue that, because an Estimates Committee of thirty 
years ago achieved important results,a similar committee 
of to-day could expect to be equally successful. 

The subject has been dealt .with in some detail because of 
the great importance attached by the H~use of. Commons to 
finding a method of securing closer control over the estimates. 
'rhe most serious and apparently insurmountable bar against 
finding a satisfactory solution of the difficulty is, and must be, 
the danger of interference with ministerial responsibility, and 
the impossibility of touching upon ·policy. Whether the 
House of Commons will be able to solve the problem in a 
manner satisfactory to itself or whether it must rest content 
with the control exercised by the Public Accounts Committee, 
the Treasury, and the departments, is a question which the 
future alone can decide. 
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CHAPTER III 

THE COMPTROLLER AND AUDITOR GENERAL 

I. STATUS AND RELATIONS WITH THE TREASURY: General Position 
-Status as Auditor General-Status as CQmptroller of the 
Exchequer. 

II. OBLIGATORY AUDIT: General Remarks-Accountancy Audit
Appropriation Audit-Administrative Audit or Audit of' 
Authority. " 

III. DISCRETIONARY REVIEW : Powers and LimitationS Generally~ 
Intervention in Matters of Administration-Interpretation of 
Royal Warrants and Orders in Council-Reports' on Irregulari
ties---Cash Balances. 

IV. THE AUDIT OF GRANTS IN AID AND MISCELLANEOUS ACCOUNTS: 
Grants in Aid-Miscellaneous Accounts. 

V. STORE, EXPENSE, AND MANUFACTURING ACCOUNTS. 
VI. THE POWER TO DEMAND INFORMATION: General Principles 

Involved-l;'he "Rights of the Accounting Department-The 
Comptroller and Auditor General's Point of View---Cases Illus
trating the System-Special Considerations Involved. 

VII. THE PRESENT EXTRA-STATUTORY FUNCTIONS OF THE COMP
TROLLp;R AND AUDITOR GENERAL. 

1. STATUS AND ·RELATIONS WITH THE TREASURY 

General Position 

T HE success of the Exchequer a~d AUd,it Act of. 1866 is 
perhaps not due so much to the l,Inproved machinery of 
audit, which it provides, as to the manner in which 

it ensures that the results of that audit are utilised. The act 
·requires the COmptroller and Auditor General to report both E. & A. 
on the account of issues from the consolidated fund with ACt, §§ 

reference to the acts of Parliament which have authorised the :;: ~i' 
grants, and also on all appropr:ation accounts, such reports 
being laid before the House of COmmons. The subsequent 
action is in the hands of the House, which, as has been already 
seen, fully appreciates its responsibilities and provides in the 
Public Accounts COmmittee a most effective machine for the 
consideration" of the reports. The value of the reports, and 
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the consequent usefulness of the discussion on them, depend, 
firstly, on the manner in which the Comptroller and Auditor 
General discharges the duties specifically laid upon him by the 
act; secondly, in a considerable measure, on the interpretation 
placed by him upon the intentions of Parliament as implied by 
the act; and thirdly, on the attitude taken up by Parliament, 
or by the Public Accounts Committee, on its behalf, towards 
his reports, 'Even if the conditions of a .propex: audit are 
established, it requires the existence of a sound constitutional 
sentiment in -the legislature to make them effective.' 

The fact that this important and far-reaching act of Parlia
ment has remained practically without amendment for fifty 
years is evidence of the care and foresight with which it was 
originally drafted by Mr. Childers. 1 In 1888 the Comptroller 
and Auditor General bore testimony to the fact that, as framed, 
and as judicially interpreted by the Public Accounts Committee 
in its decisions, which form. almost a code of financial pro
cedur~, it was quite sufficient to enable his work to be done to 
the satisfaction of Parliament. Many changes and develop
ments have occurred since then, however-as is only to be 
expected in a progressive state-and however useful and work
able the act may be still, it is possible that useful amenoments 
might be made. 'It is well worth the consideration of the 
House,' the Public Accounts Committ~e declared last year, 
'whether, in quieter times, a special committee should not be 
appointed to inquire whether improvements in the act could 
be suggested in the light of past years.' 

The Comptroller and Auditor General is, in his capacity 
as Comptroller of the Exchequer, a ministerial official:-he 
minic;ters to the needs of the Treasury. In his capacity as 
Auditor General he is solely a critical and quasi-judicial official. 
He reports to Parliament the outcome of his investigations' 
and the errors he has discovered, but has no administrative 
or executive power whatever outside the department of which 
he is the head.2 'The Exchequer does not exercise any authority 

1 Sect. 16 was repealed by 38 & 39 Vict. c. 45, § 6, and Sect. 17 by 
52 & 53 Vict. c. 53. § 2. 

I Prior to 1866, the Audit Office possessed certain executive functionf
such as the taking of legal proceedings against accountants for the recovery 
of outstanding balances, or unadjusted disallowances; but the acts conferring 
such powers were repealed by the Exchequer and Audit Act, § 46. 
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over the administrative departments further than to guard H.C. 
against the illegal application of the public money. The 313/1831 

quoted 
constitutional functions of its officers are to provide for the in C.P.M 
proper keeping and proper appropriation of the public money.' 1856. 
The duty of making the work effective devolves upon Parlia- p. 569 

ment, directly or indirectly. The beneficial results of the 
Exchequer and Audit Act are due to the fact that the spirit, 
as well as the letter of it, has teen appreciated by all those 
who have been concerned in its administration. In a general 
review of the working of the act, after it had been in force 
for thirty years, the Public Accounts Committee laid stress 
upon tIlls point of view: 'For the Exchequer and Audit 3 R. 
Act: it says, • the public are indebted to the late Mr. Childers .1896. 16 

and to Sir William Anderson; but the credit for carrying the 
act into complete operation, and of extending its application 
in many directions, belong to those who have come after them.' 
Some consideration of the status of the Comptrolter and Auditor 
General is therefore necessary with a view to showinK what 
his powers actually are. These are partly statutory and 
partly derived from usage backed by the support of the Public 
Accounts Committee. His limitations, apart from those 
natural to auditorial functions, are determined by the general 
interests of the public service. 

The . Comptroller and Auditor General, although not an C.N.E. 
officer of the House of Commons in name, is in intention one Ev. 1016 

of the most important officers acting on behalf of it. He is 
not an officer of the government of the day. Appointed by 
the Crown, he holds his office during good behaviour. He Idem 
can only be removed by the sovereign on an address from Ev. 813-

both Houses of Parliament; but he is responsible to the House 4 
of Commons alone, on which he is dependent not only for 
guidance as to what duties he should perform, but for the 
means of performing those duties with effect. Consequently, 
he is independent of all departments, including the Treasury. 
His salary, moreover, is a charge on the consolidated fund, and 
is thus not dependent on an annual grant. His position is, 
in fact, as nearly as possible analogous to that of one of his C.P.M.· 
Majesty's judges, and his office is intended to bear somewhat ~857. 
of a judicial character. This important underlying principle /f903

• 

of the position was originally asserted in ~806 by Lord H. . 
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Petty, to' the effect that the audit board should be composed 
of officers of independent authority, holding during good 
behaviour, acting judicially, and placed beyond the political 
and party influences of the day. No such position of inde
pendence existed, however, prior to 1866. The audit office 
up to that date was regarded essentially as one of the depart
ments of tl.J.e government, and the business of controlling its 
strength, resources, and organisation, of determining generally 
what accounts should be sent to it for audit, and of revising 
such accounts after audit, rested exclusively with the Treasury. 
The office neither had, nor was intended, to have, any indepen
dent power of reporting on the public expenditure to any other 
authority than the Treasury. Such a position would be in
compatible with the functions of the Comptroller and Auditor 
General, as the office is now constituted; . for he acts not on 
behalf of the Treasury, as the former audit office did, as a check 
upon the transactions of treasury accountants, but on behalf 
·of the House of Commons, as a check upon the pecuniary 
transactions of the Treasury itself, of the public departments, 
and of the executive government generally. When the nature 
of such duties, which require impartiality and fearlessness, is 
considered, this feature-the independence of his position-is 
of the highest importance. He is able to draw attention to 
irregularities in the accounts, and thus possibly bring discredit 
on the executive without any danger of his position being 
jeopardised or his future power restricted. It has been argued 
that, as his appointment is actually made on behalf of the 
Crown by the First Lord of the Treasury-who is normally 
the head of the very government which will most resent and 
chafe under a jealous questioning of the acts of expenditure
he will therefore feel that he is not altogether a free agent; 
while, the officers of his department being appointed by the 
Treasury, it is further contended that they must necessarily 
be under treasury influence, and would hesitate to criticise 
treasury action. The Public Accounts Committee has also 
expressed the opinion that he would have a higher and more 
independent posjtion in the eye of the several departments of 
the state, if his reports were presented by him directly to the 
House and not through the medium of the Treasury. For 
the same reasons it has been urged that there were objections 
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to the account of the vote for the Exchequer and Audit Depart-
ment being presented by the Treasury.l Such objections are 
plausible in theory, and might have been advanced in all 
seriousness in former days when the personal influence of the 
Crown was unduly exercised and the Treasury was free and 
uncontrolled. They can have no weight under the present high 
conceptions of political duty held by ministers and of the high 
standard of the modem Treasury. The office of Comptroller C.N.E., 
and Auditor General has never been considered a reward for Ev. IZ34 

political services, nor is it conceivable that it would ever become 
.one in view of the important duties which that official is re-
quired to perform: not for the government which appoints him, 
nor for the party in power, but for the House of Commons. 
Any attempt to lower his status and reduce his usefulness 
by making the appointment on political grounds would. be Idem. 
vigorously resisted by that House. Gladstone, indeed, when App. I3 
about to create the first Comptroller and Auditor General, 
considered the post to be of such importance and independence 
that he offered it to a man of the great political position of . 
Cobden. 

Status as Auditor General 

The question of audit and exiimination has now become C.N.E .• 
almost an exact science, and, the objects of the Treasury and ~v. 1344 

the Comptroller and Auditor General being identical, there is 
practically never any friction. Points of disagreement will 
necessarily arise, and may have to be decided by the Public 
Accounts Committee on behalf of the House of Commons, 
but the object of the Treasury in such cases is never to secure 
a departmental victory in order to diminish parliamentary 
control, or to press a view which is opposed to the interests 
of the public service. Since the passing of the Exchequer 
and Audit Act no instance has ever occurred of the govern-
ment or the Treasury attempting to hamper the Comptroller 
and Auditor General, or to restrict his operations. Such 
objections as have from time to time been raised to his work 

1 In the audit of and report on the appropriation account of the Exchequer 4 R. ,889. 
and Audit Department, the auditor of the civil list is associated with the 35. T.M. 
Comptroller and A"Uditor General, thus obviating the technical objection to 
an officer auditing his own. accounts. 
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have been those of the departments, when of opinion that he 
was trenching upon matters for which they alone were respon
sible. Both the Treasury and the Public Accounts Committee 
look upon the Comptroller and Auditor General as their 
greatest support. The closer and more extensive his inquiries, 
within his proper limits, the better they are pleased, for their 
control and investigation is proportionately assisted, While, 
however, the Comptroller and Auditor General is virtually 
and in principle independent of the Treasury, this independence 
differs somewhat from his independence of the War Office and 

C.N.E., Admiralty, which is absolute. The Exchequer and Audit Act 
Ev. 1I31 prescribes a limited subordination to the Treasury in certain 

cases. lJe has no power of disallowance, other than with the 
concurrence of the department concerned, without reference 
to the Treasury. If any objection to any item arises in the 
Comptroller and Auditor General's examination, and is not 

E.& A. answered by the department concerned to his satisfaction, it 
ACt, § 31 is to be referred by him to the Treasury, and the Treasury 

determines in what manner the item in question shall be en
tered in the appropriation account. Such action on the part 
of the Treasury in its capacity as the department responsible 
for financial regularity, tends rather to support the Comptroller 
and Auditor General against the department concerned than as 
a check on that official. It would still, however, be within his 

. discretion to refer to the matter in his report, in which case the 
question might be reopened by the Public Accounts Committee. 

It is to be observed that this power of the Treasury only 
extends to giving a decision on a matter in dispute referred, 
to it. The Treasury has no power to make or increase a dis
allowance against the will of the Comptroller and Auditor 
General; nor is a disallowance made by him effective until 
endorsed by the Public Accounts Committee. He merely 
recommends for disallowance. While, then, it is certainly 
true that the Comptroller and Auditor General cannot enforce 
a disallowance in the accounts without the concurrence of 
the Treasury. and would usually not make one without having 
ascertained -the views of that department, yet his powers are 
not, in practice, diminished by this form of dependence on the 
Treasury ; for the latter would act with the full knowledge that 

ItA its action might subsequently have to be justified to the Public 
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Accounts Committee. Except in such cases in which a decision C.N.E. 
is reserved to the Treasury by statute or otherwise, it has no EV·765-
control of any kind or influence over any decisions which the 9 

Comptroller and Auditor General may come to. 
In accounts other than appropriation accounts, the accoun- E. & A. 

tant has a definite right of appeal to the Treasury against Act. 
a disallowance made by the Comptroller and Auditor General, § 43 

and the Treasury has the power to relieve him of the dis
allowance wholly or partly. Such a decision must be accepted 
by the Comptroller and Auditor General as final. With com. 
paratively few exceptions such accounts do not concern Parlia-
ment, nor do they come before the Public Accounts Committee ; 
and the fact that the Comptroller and Auditor General is, to 
this extent, dependent on a treasury decision in dealing with 
them in no way affects his independence of the Treasury, so 
far as the accounts of parliamentary grants are concerned. 

In the case of certain duties which the Exchequer and 
Audit Act requires the Comptroller and Auditor General to 
perform at the discretion of, or under the direction of,the 
Treasury, the relationship can scarcely be described as one of 
dependence in any sense of restriction, Certain classes of 
expenditure cannot be incurred by a department without 
treasury approval, and the Treasury may require the Comp
troller and Auditor General to ascertain, whether such expen
diture is supported by the necessary authority ,and to report 
to it cases in which that authority has not been obtained. 'If 
the Treasury shall not thereupon see fit to sanction such Idem 
unauthorised expenditure, it shall be regarded as being not § 27 • 
properly chargeable to a parliamentary grant,' and must be 
reported as such by the Comptroller and Auditor General. It 
will be obvious that the exercise of this power, so far from 
restricting the Comptroller and Auditor General's examination, 
requires it to be still closer; while there can 'rarely be disagree-
ment between the Treasury and the Comptroller and Auditor 
General as to the merits ofa disallowance in such a case, for 
when treasury authority is necessary, and is not obtained, 
the Comptroller and Auditor General could not certify the 
expenditure to be correct. On the other' hand, if treasury 
approval is given and the account thereby becomes technically 
correct, and must be accepted as such by the COmptroller and 

14 
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Auditor General, he will still be enabled to bring the question 
before the Public Accounts Committee, if he considers it desir
able to do so. The occasion for this would, however, only arise 
if the approval of the Treasury were given under its extra
statutory powers arid it were considered that the effect of it 
was to contravene existing, statutes. The Comptroller and 
Auditor General would never be disposed to criticise the exercise 
by the Treasury of its statutory powers, nor probably could 
he correctly do so. The necessity for having to justify its 
action to the Public Accounts Committee would therefore have 
a restraining effect on the Treasury, even when exercising 
its legitimate, but extra-statutory, functions as the approving 
authority; and it would hesitate to insist on. the retention, as 
one of its own items, of an expenditure which the Comp-. 
troller and Auditor General disagreed with, unless it was 
satisfied that he was exceeding his recognised duties. Thus, 
though in a sense the objects of the Treasury as the approving 
authority, and the Comptroller and Auditor General as the 
auditor, may be antagonistic, in practice there is little likeli
hood of friction, anq if there were the Comptroller and Auditor 
General~so far from being dependent on the Treasury-would, 
either through the potential or actual support of the Public 
Accounts Committee, overcome treasury resistance. 

Again, in the examination of appropriation accounts, 
. although, in the case of services placed in Schedule B of the 
Exchequer and Audit Act, the Comptroller and Auditor General 
is expressly authorised to accept the departmental examina
tion within certain limits, he may be required by the Treasury, 
when it so desnes, to scrutinise vouchers in greater detail. 
But he has full powers to examille all vouchers in the fullest 
detail if he thinks it necessary. This clause in the act, there
fore, merely requires him to exercise t~at power in certain cases 
iri which he is not under a statutory obligation to do so other
wise. The only grounds on which such a requirement could 
restrict his activities in other directions would be those of l~ck 
of time and staff. Since the Treasury is the department which 
authorises his establishment and appoints the staff, it would 
be incumbent on it to meet such objections by making the 
necessary increases to the staff to enable its own requirements 
to be complied with. It can hardly be doubted that he would 
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receive the strongest support from the Public Accounts 
Committee in the improbable event of the Treasury showing 
any disinclination to allow him the requisite staff to enable 
him to perform efliciently his statutory duties in addition 
to those imposed on him by the Treasury. So, too, in the-case 
of the accounts of services other than those enumerated in 
Schedule B of the act, the examination of which is governed 
by section 27, the Comptroller and Auditor General may-be 
directed to specially scrutinise expenditure with a view to· 
seeing that treasury authority has been given where such 
authority is necessary. The imposition upon him of work of 
this nature extends his activities .and demands a closer audit 
from a special point of view, but in no sense narrows his inde
pendence. For the same reason, the power of the Treasury 
to require him to examine and audit various accounts, other 
than appropriation accounts, in no way acts as a restriction 
on him, for the Treasury must provide such additional staff as 
this work may necessitate. Nor in carrying out this particular 
work is he in· any way subordinate to the Treasury. It is true 
that the Treasury can prescribe regulations for the examina
tion of these accounts, but such regulations are drawn up for 
his guidance and would not restrict his labours as an auditor. 
The Treasury cannot withdraw any item or question relating 
to appropriation accounts from the purview of the House o~ 
Commons if the Comptroller and Auditor General sees fit 
to call attention to it in his report. This PQint was admitted 
by the Treasury as long ago as I876, when it declared that 
• if the First Lord of the Treasury, or a Secretary of State, 3 R. 
should order expenditure contrary to act of Parliament, or to 1876• 
the established rules of the service, or of the department over ~ifa: ~ 
which he presides, the fact is certain to be made known to. 
PaIliament by the independent auditor in his report upon the 
appropriation account of the vote to which silch expenditure 
is charged: Nor, under modern conditions, is it likely that 
it would wish to do so even if it had the power. Parliament 
pre-supposes unity of purpose and action between the Treasury C.N.E. 
and the Comptroller and Auditor General, and experience has App. t 
proved its anticipations to be well founded. While the Comp-
troller and Auditor General in the exercise of his primary 
function is independent of the Treasury he is, so to speak, one 
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of its most important instruments, ensuring that treasury 
directions, respecting expenditure, are duIy obeyed. The 
harmonious action and mutual support of the two depart. 
ments are absolutely essential to e,fficient financial adminis. 
tration. 

A vital feature in the position of the Comptroller and 
Auditor General is that his independence of the accounting de
partments should be recognised and maintained. This.maxim 
is fuIly admitted and is operative. The only possibility of 
restrictions arising can be in the case of new legislation which 
may not sufficiently safeguard his status. An instance of this 
occurred in connection with payments under the Old Age 
Pensions Act 1908. The Treasury contended that the act 
must be interpreted to mean that the local pension committee, 
or the central pension authority, was constituted the final judge 
as to whether the conditions of a claim justified the grant of 
a pension, and consequently that, so long as the allowance 
remained operative, the correctness of its charge against the 
vote could not be questioned. This view was strongly resisted 
by the Public Accounts Committee, which stated that it couId 
, see no evidence in the Old Age Pensions Act that Parliament 
either intended to, or in fact did, repeal or render nugatory any 
part of the Exchequer and Audit Act 1866, and so deprived 

-itself of the right of scrutinising to the full the propriety of 
any payment made out of sums granted by Parliament.' If 
the treasury view, which was supported by an opinion of the 
law officers, were correct the result would be that neither the 
accounting officer, the Comptroller and Auditor General, nor 
the Public Accounts Committee would be able to disallow any 
payment which the local committee or central authority had 
passed. The effect would therefore be that the act did 'set 
aside the statutoiy duty of the Comptroller and Auditor General 
under the Exchequer and Audit Departments Act, of investigat
ing on behalf of Parliament the conformity of a payment with 
the intentions of Parliament in making the grant, and that 
Parliament has in fact estopped itself from following up pay
ments under the act by setting up an authority other than 
itself as to the proper disposal of moneys granted by it.' The 
constitutional question raised was therefore one of great im
portance as affecting the statutory functions of the Comptroller 
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and Auditor General. By amendments embodied in the Old c. & 

Age Pensions Act 19II, and by administrative regulations A. G. 
issued by the Treasury, it has now been provided that questions !;emo. 

may be raised at any time as to the qualifications of pensioners, 
and that therefore points raised by the Comptroller and Auditor 
General may be referred back by pension officers to the 
pension committee or the central authority, and to this extent 
the rights of the Comptroller and Auditor General are safe
guarded. 

Status as Comptroller oj the Exchequer 

The foregoing considerations deal with the auditorial func
tions of the Comptroller and Auditor General. In his capacity 
as comptroller of exchequer issues the relationship between the 
Comptroller and Auditor General and the Treasury is that of 
interdependence, with definite powers of control conferred on 
the Comptroller. The Treasury cannot obtain supplies with- C.N.E. 
out the concurrence of the Comptroller and Auditor General, Ev.889 
nor can the latter issue money at all by himself. It is by joint 
action between the two that money passes from the exchequer 
to the Paymaster General. The powers of the Comptroller 
and Auditor General, however, are strictly limited and defined, 
and he possesses no initiative and can take no action, until 
he receives a requisition by the Treasury for a credit on the 
exchequer account. 

Acts of Parlia~ent authorising payments to meet per- [dent.. 
manent charges on the consolidated fund to all intents and Ev~ 1017 

purposes make a permanent grant of the sums so authorised 
to the Treasury, which is therefore in a position to make its 
requisition without further formality; but such requisitions 
can only be for amounts which Parliament has enacted to be 
charges on the fund. In the case of pay~ents for the supply 
services, which are granted annually to the Crown, a royal 
order under the sign manual, countersigned by two Lords of 
the Treasury, must first be obtained before the Treasury can 
make a requisition on the Comptroller and Auditor General.1 

1 In ISn Lord Grenville, as auditor of the exchequer, refused to make May, 
an issue of £500,000, though required to do so by the First Lord and four other COD. Hist., 
Lords of the Treasury, for want of the due authority of the Crown, which, ~ OIS c 
in consequence of the incapacity of George III, could not be obtained. ii:ll.D;4f'·' 
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Before complying with the requisitions the COmptroller and 
R. 1912, Auditor General is obliged to see that they comply with the 
EV.l0~S actor acts of Parliament involved, and that no issue is made 

in excess of the grant of Parliament; while in the case of 
consolidated fund charges he is particularly careful to see that 
issues are 'made in strict accordance with the provisions of 
the various statutes by which they have from time to time 

R. 1913, been authorised.' This is the essence of his report on the 
Ev. consolidated fund account. His power of issue is not normally 
II 76 E a control of discretion ·at all .. He simply sees that the act 
i;\;99 referred to in the schedule of the proposed issue gives the 

power, limits the amount, and fixes the time. These three 
conditions being fulfilled, his discretion is at an end. His 
power is limited by acts of Parliament, and no pressure or 
influence which the government or the Treasury could bring 
to bear on him could have any effect. 

A somewhat unusual point arose in 1901 in which there 
was a doubt as to the legality of issue of money from the 
exchequer. Consols were created under the loan fund of that 

4 R. year, the COmmittee of Ways and Means having passed a 
190 3. 10 resolution on 29th April that' the principal and interest of the 

loan should be charged on the consolidated fund. The act, 
however, did not receive the royal assent till 17th August. 
In the meantime the interest on the consols had become due 
on,5th July. As on that date the act- establishing the loan 
had not finally passed, the Comptroller and Auditor General 
contended that the consols were not public debt, and that he 
had, therefore, no authority to issue the interest from the 
exchequer. The contrary view was held by the Treasury, 
but it would have been within the rights of the Comptroller 
and Auditor General torefuse to issue, and his action in doing 
so would have been justified by the opinion of the law officers 
subsequently obtained. In view, however, of the doubt as to 
the position, and the inconvenience of a refusal, he permitted 
the issue on 4th July, subject to the condition of the opinion 
of the law officers being obtained. The passing of the act 
eventually legalised the earlier issue. Though, in this case, 
it is true that there was an exercise of discretion, yet the inten
tions of the House of COmmons were quite clear, and the only 
point in dispute' was as to the technical legality of the issue, 
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due to a failure to present the bill for royal assent at a 
sufficiently early date. 

It is therefore evident that the apparent financial incon
sistency of uniting in the same person the dual office of ' Comp
troller General of the receipt and issue of his Majesty's 
exchequer and Auditor General of public accounts: as is his 
full title, does not in fact possess any drawbacks ,or objection
able features, though prima facie somewhat illogical, in that 
the officer controlling the issues is, in a sense, the auditor of C.RE
his own acts. His duties in this capacity are infinitesimal· Ev. XOl2 

as compared' with his duties as an auditor and yet they are Cpo 
of singular importance, for his correct performance of them C.P.M. 

is a guarantee to Parliament that no money issues' from the l~;: 3 
exchequer other than that which ,ParliameI.1t has itself author- p. 569 ' 
ised. In the department of the Comptroller General, if Gov. of 
anywhere, says Low, the embodied spirit of the British con- Eng., 
stitution abides; there are enshrined the long results of the p. 3

0 

struggle which placed the control of public funds beyond the 
reach of arbitrary power. In his capacity as comptroller Cpo Pub. 
of the exchequer, as in that of auditor, he is a check on the In~, 
Treasury and is in no way under its influence. His position p. 3

0 

is, in practice, as independent as it is in theory, and he is thus 
able to carry out his duties to Parliament with the free hand 
which Parliament intended he should have. 

II. OBLIGATORY AUDIT 

General Remarks 

Before considering the nature of the audit effected by the 
Comptroller and Auditor General, it may be useful to briefly 
examine the meaning of the term generally and the principles 
on which it is based. When applied to a cash account the R. 1865, 
term is usually understood to mean a test applied to the account App. ~ 
for the purpose of ascertaining whether the whole, of the para. 1 

money which ought to be credited in the account has been 
brought to account, and whether it is properly accounted for. 
It is, however, impossible to define the exact nature of the 
test which constitutes an efficient audit; for different classes 
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of accounts are tried by different tests, varying in degree 
according to the nature of the account and the purpose of 
the audit. Attempts to define the precise nature of the 
process which is supposed to constitute an efficient audit 
are impracticable-or, it would be more correct to say, 
impossible-for they aim at fixing a process which shall 
be equally applicable under varying circumstances and to 
satisfy varying conditions. Were the only parties to be 
considered the accountant and the auditor, the case would 
be entirely different. There is, however, a third party to 
be considered whose importance in the scheme of audit is 
greater than either-the party on whose behalf the accounts 
are audited; and, since he is the principal, he is entitled to 
the controlling voice as to the direction the audit should take 
.and the extent to .which it should be carried, but subject to 
the knowledge that the auditor will modify his certificate as 
may be necessary to make it applicable to any restrictive 
conditions imposed on him. It is therefore important that 
the auditor should be '.fully acquainted in advance with the 
requiremerits of the party whose accounts he is to audit, and 
for whom expressly the audit is to be carried out. The receipt 
of such instructions enables him to carry out his audit with
out any unnecessary expenditure of time or power. Having 
a complete knowledge of all that is necessary to make his audit 
effectually answer its particular purpose in each case, he knows 
what matters need not be investigated at all, what matters 
might be lightly touched upon, and what matters should be 
minutely sifted. 

The audit of the Comptroller and' Auditor General is in 
conformity with these principles. So far as appropriation 
accounts are concerned, he audits them on behalf of Parlia
ment and he receives his instructions from Parliament. either 
directly in the Exchequer and Audit Act, or indirectly through 
the Treasury on matters where Parliament has delegated 
such power to the Treasury to act on its behalf. The report 
on the audit of these accounts is therefore made to Parliament, 
on whose behalf the audit is carried out. This is equally 
true of the audit of authority as of the appropriation audit 
proper; for though the effect of the check in the case of the 
former is to maintain the administrative authority of the 
Treasury, yet the object in applying it is a purely parlia-
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mentary one, namely to ascertain what expenditure has been 
authorised by the Treasury in order to determine what ex
penditure is properly chargeable to the parliamentary grants. 
Of accounts other than appropriation accounts some are 
similarly audited on behalf of Parliament, such as accounts 
covered by the Army and Navy Audit Act 1889, though the 
instructions as to the method of audit are left to the Treasury 
to issue. The Treasury, however, only acts as the agent of 
Parliament, and the report is made to Parliament. In the 
case of other accounts Parliament not only leaves the Treasury 
to issue the instructions as to audit but also to control the 
accounts. The audit is therefore carried out on behalf of 
the Treasury itself and the report is made to it alone and 
not to Parliament. 

The definite statutory functions of the Comptroller and 
Auditor General, as Auditor General, are prescribed by the 
Exchequer and Audit Act. Some of his most important 
duties, however, are derived not from the letter of the act, but 
from the liberal interpretation which he, with the concurrence 
of the Public Accounts Committee, has placed upon the enact
ment that he is to report on the accounts. His functions may 
therefore be classified under two heads-the obligatory audit 
and the discretionary review-; and it may be convenient to deal 
with them under these two aspects: firstly as regards what 
the act orders him to do; and secondly, as regards his equally 
recognised but more discretionary powers. 

The duties which must be performed by the Comptroller 
and Auditor General under the Exchequer and Audit Act 
in connection with appropriation accounts are, generally 
speaking, of three kinds: an accountancy audit, dealing with R.C. Civ. 
computation and voucher-that is to say, an investigation Estab. 
of the smaller details to see that no blunders are made in ~O~43EV. 
arithmetic, and that the proper receipts in all cases have been 
obtained: an appropriation audit, of which the object is to 
make certain that expenditure is charged to the proper head 
of account, so as to ensure parliamentary control: and an 
administrative audit, or audit of authority, to make sure that Bast-
a particular payment was authorised. His work, that is to ~bl~'F'n 
say, consists not only in the verification of the accounts to v~. ili.§'; 
see that no improper expenditure in the ordinary sense has 
been incurred, but also in inquiries into the application of 
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the funds and its conformity with the directions of Parliament 
or other authority which has the power delegated to it of 
issuing instructions. 

The duty generally of an auditor of public accounts is to 
pass in review the accounts' of an accountant after those 
accounts have been completed; to ascertain whether the 
rules laid down for the guidance of the executive officers, in 
respect of the receipt and expenditure of public money, have 
been duly observed; and to point out and record any deviation 
from those rules that may have been remarked in the course. 
of the examination of the account under consideration, thereby 
not only. discharging his primary duty, Dut indirectly bene
fiting those whose accounts he audits if immediate attention 
is paid to' the points raised. Those responsible for adminis
tration should therefore welcome the assistance afforded by 
a thorough system of audit. 

The auditorial functions proper of the Comptroller and 
Auditor General are necessarily in many respects similar to 
those of the auditor of commercial accounts. His functions are, 
however, wider in an important respect; for while the private 
auditor is only indirectly concerned with considering in detail 
the legality of the acts of those responsible for the conduct 
of . a commercial business, the most important rl:uty of an 
official audjtor is to scrutinise the various transactions with 
a view to seeing that they are not ultra vires. The particular 
duty of the Comptroller 'and Auditor General in this respect 
is, as mentioned above, to see that the expenditure has been 
applied to the purpose or purposes for which the grants were 
intended to provide, and further that it is supported by the 
prescribed authority. 

Accountancy Audit 

As an auditor in the narrower sense of the term, his objects 
are Identical with those of the private auditor, namely:-

. (i) The detection of fraud, . 
(ii) The detection of technical errors, 

(iii) The detection of errors of principle, 
and the measure of success of these objects will depend on 
the system in force. If the system is a good one, there may 
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be little for him to find; but that is no evidence that the auditor 
is unnecessary. If he were not there, errors and waste would C.N.E. 
probably creep in. His presence is a safeguard that the Ev.682 

system is caIried out. 'The greatest cause of bad debts in R. I9I 3. 
ordinary business is laxity of accounting: Ev. IooI 

Audit generally may be either 'continuous' or 'com- Dicksee. 
pleted,' that is to say, it may be carried on regularly through- pp. I2-
out the year, closely following upon the transactions, or it I4 
may be postponed until the books are closed. Again, it may 
be effected solely by the outside auditor, or else by an inter-
nal audit staff, subject to the check of the outside auditor. 
The ideal audit is that which is secured by a continuous audit, 
carried out either by the external auditor, or by the staff itself 
under a good system of internal check which the external 
auditor can rely on. The continuous audit possesses many 
incontestable advantages and is the system adopted in all 
the principal public departments, while in the case of several 
the examination of the Comptroller and Auditor General is 
~ontinuous as well as that of the departmental staff, for he 
has his own staff in them all the year round. Facilities for 
continuous audit are specially legislated for, the Comptroller 
and Auditor General being given' free access, at all convenient E. & A. 
times, to the books. of account and other documents relating Act. § 28 

to the accounts' of the several accounting departments 
'in order that the examination may as far as possible pro-
ceed pari passu with the cash transactions.' The value of the 
point was again emphasised in 1888 when the Public Accounts 
Committee reported that it was an important matter that 2 R. 
the audit should follow as closely as possible upon the trans- I888.5I 

actions of the account. and with this view every effort should 
be made to expedite the delivery of the periodical and appro-
priation accounts, and more particularly accounts of special 2 R. 
expenditure provided for by a vote of credit, or by supple- ~~Ii14. 
mentary estimates when they replace a vote of credit. Every- .. 
thing that advances the work of the Comptroller and Auditor 
General tends to give Parliament more ample and full control 
over expenditure. Under the present system of continuous 
audit by him, where in force, he is obtaining information 
all the year round; but though the final form of the appro
priation accounts is one which has probably solved a certain 
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number, of questions which would otherwise arise, generally 
speaking, the sooner he receives the completed accounts from 
the departments, the more time he will have to prepare his 
report. 

Promptness in accounting is second in importance only to 
accuracy. In this respect there is probably now little room for 
improvement, though in the case of departments which re
ceive accounts from all quarters of the globe it is obvious that 
the audit of foreign accounts cannot be as early as in the case of 
home services, nor in the case of war accounts is it reasonable 
to expect, or possible to obtain, completed accounts with the 
same regularity as in normal times. Army pay lists were for 
a long period rendered quarterly. In 1877 the system of half
yearly pay lists was introduced but was again changed in 1888, 
monthly accounts being substituted. The previous system 
was open to the serious objection of the long interval during 
which public money was not accounted for and the delay 
attending the recovery of disallowances, whereas at the present 
time audit follows closely on the payments. A paper is annu
ally appended to the army appropriation account with a view 
to informing Parliament of the accounts of the year which have 
not been received in time to be included in the appropriation 
account, but the numbers and importance of these in peace 
time are nowadays so small that they furnish a favourable 
commentary on the promptness with which accounts are now 
secured from the most distant quarters. 'No audit, however 
searching· and complete in other respects, can be considered to 
furnish that check over the public expenditure which it .is 
the sole object of an audit to provide, if any considerable 
interval is suffered to elapse between the period when the ex
penditure is incurred, and the period when the accounts are 
finally passed, or a demand is made for sums disallowed.' The 
present system in this respect differs in remarkable degree from 
that of the end of the eighteenth and early in the nineteenth 
century, when it was no uncommon event to find enormous 
sums unaccounted for until long after the resignation of the 
responsible officia1.l 

1 The commissioners of 1781 record as instances of delay, among others, 
that the final account of Lord Holland for £46,000,000 was delivered seven 
years after his resignation, and that of Mr. Townsend for £2,000,000 was 
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The duties of an auditor are to see that the accounts are 
fully and properly audited; but he is under no obligation to 
check every figure, if he is satisfied that the system, under which 
the accounts he is auditing are kept, provides checks upon 
which he can rely. In such a case it would be both waste of energy 
and time to do work which has already been safely and effec~ 
tively done. His duty is to satisfy himself that the system has Dicksee, 
actually been carried out in its entirety, and this he can do by p. 42 
checking fully sections of the work at unexpected times. • The 
larger the undertaking the more its opportunities of internal 
check, and consequently the less necessity for the skilled auditor 
to check every detail.' The essential feature in this method 
of check lies in the ignorance of the accountant as to the par-
ticular section to be checked at any particular time. In the 
case of the several public departments which have finance 
branches of their own, the Comptroller and Auditor General has 
a valuable support to his work which relieves him of a mass 
of detailed audit which would. otherwise be necessary, while 
in the other cases he is able to rely largely on the systems of 
accounting in force as providing an internal check, which 
obviates the necessity of a detailed audit. Such an internal 
check moreover possesses the important advantage of causing Idem, 41 
any irregularities to be corrected at once. 

When an audit is conducted by one independent set of 5 R. 
auditors on the spot, it is not worth the expense to send another 1895, 36 

set to cover the whole ground agaIn, provided that the result 
of a test audit is satisfactory. The Comptroller and Auditor 
General is, however, at liberty to carry out his audit where and 
when he chooses. In former days it was carried out centrally 
alone, but the later tendency has been to send representatives 
to outlying districts to audit on the spot those accounts or 
portions of accounts which from an administrative point of 
view it is more convenient to deal with in that manner. 
He has also visited some of the colonies and other Imperial I R. 
possessions, thus being able to inspect and examine the books 1908, IS 

delivered eleven years after his resignation, while in 1806 Lord H. Petty 
stated in Parliament that accounts still under examination amounted to 
[I69,ooo,ooo, and no accounts had been delivered for £209,000,000 for the 
army and £101,000,000 for the navy. (Compare 4 R. Pub. Acets. Comml's., 
1781 ; Anson, Con .• ii. II. 161 ; Pub. Inc .• p. P56 i C.P.M. 18S7. App. 3. 
§ iv.; Cobbett. Pa,'. Deb., vii. 300.) . 
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from which the accounts rendered are prepared. The assist
ance thus afforded to distant branches of the services both 
conduces to efficiency and provides Parliament with an assur
ance that the local financial procedure is regular. Again, just 
as the army accounts on active service are examined on behalf 
of the accounting officer in the theatre of war as far as possible, 
so also the Comptroller and Auditor General now follows up 
the expenditure with his audit on the spot, thus bringing the 
expenditure and audit closely together, a principle important 
at all times but particularly so in the case of war expenditure. 

The Comptroller and Auditor General is entitled to see 
every voucher if he requires to, for the voucher constitutes 
the eVidence which enables him to ascertain,first whether 
the money taken credit for has been actually paid away, 
and, second, what the nature of the service is to which 
the money paid away has been applied, but he cannot' be 
expected to satisfy himself as to every· irregularity and 
defect, for that would be doing the whole business of the 

Dicksee, executive departments over again. • The test of an auditor's 
p. 97 competency is in his ability to judge of the correctness of items 

by an exhaustive testing-not necessarily of the items them-
selves, but of their totals.' This recognised principle in audi
torial work has been specifically applied to the Comptroller 
and Auditor General by the Exchequer and Audit Act which 
allows him the option, in the case of the army, navy, and such 

E. & A. other services as the Treasury may direct, of admitting vouchers. 
Act, §. 29 • as satisfactory evidence of payment in support of the charges 

to which they relate, after satisfying himself that the accounts 
.bear evidence that the vouchers have been completely checked, 
examined, certified as correct in every respect, and that they 
have been allowed and passed by the proper departmental 
officers.' The extent to which such an option should be carried 
was the subject of frequent discussion between the Public 
Accounts Committee and the Treasury during the years 1862 

3R. 
1876,9; 
&App.l, 
T.M. 
4800/76, 

to 1876, and in the latter year the Treasury stated that • a 
test audit was the best solution of the difficulty of-giving to 
Parliament a guarantee that all its grants had been properly 
applied, without involving unnecessary repetitions of labour 
or unnecessary interference with the current business of 
administration.' It accordingly, under the powers conferred 
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on it by the act, requested the Comptroller and Auditor General 
to apply a test audit to the War Office accounts on the following 
principle, which would satisfy the essential requirements of 
an independent audit. 

L Each year a vote or sub-head to be selected for exami
nation, ,the scheme so regulated that once in six years or so 
every head would be brought under detailed audit. 

2. Castings and computations to: be accepted on the cer
tificate of the departmental examiner, provided there was no 
reason to question them. 

3. Royal warrants and regulations to be accepted as the 
governing authority of the War Office unless it appeared they 
were contrary to statute. 

4. Treasury authority to be asked in cases where previous 
treasury sanction should have been obtained. 

5. The authority of the Secretary of State to be accepted 
in all cases as sufficient, where not at variance with statute, 
royal warrant, or regulations, and where it does not require 
treasury sanction. 

A similar test audit for the navy was instituted two years 2 R. 
later, namely in 1878. 1878, 2J 

This system ensured the expenditure under all heads being 
brought under the Comptroller and Auditor General's -review 
in detail during the cycle, while at the same time he was in 
no way restricted in following up the expenditure under other 
votes than those under special consideration at the time, 
which might incidentally be brought to his notice and might 
appear to demand closer investigation. The report of the 
Comptroller and Auditor General informed Parliament of the 
heads which he had particularly examined under this system 
during the year. 

During the South African war period this system was Army 
temporarily abandoned in favour of a general scrutiny, and ~pp:n. 
at its close the two systems were carried on side by side until 1:4i5, 
1906, when the original arrangement of 1876 was permanently c. & 
modified, the Comptroller and Auditor General being of opinion A.G.R, 
that a scrutiny of every vote, coupled with an e:x:amination pa;. 35, 

in detail of such accounts as the scrutiny might suggest, was ~906. 10 
best calculated to meet modern requirements and conditions. 

The test audit has, therefore, since then been directed to 
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an examination on these lines, instead of (as before) to the 
examination of the whole of only a few votes. The modifi
cation increases the opportunities for usefulness of the Comp
troller and Auditor General, without diminishing his control, 
by bringing a wider area of the accounts under his. direct 
review every year, while relieving him of the detailed exami
nation which could safely be left to the departmental officers. 
It therefore tends to increased efficiency. Moreover, by 
applying a roving test, the Comptroller and Auditor General 

R. 1913. can sometimes light on irregularities that escape the notice 
EV.2084 of the more detailed-and therefore possibly in some ways 

more mechanical-examination of the department. Up ter 
1899, the arl!1yand navy accounts reInained the only ones 
subject to a test check by the Comptroller and Auditor General, 
but in that year the question was raised as to whether additions 
might not be advantageously made to schedule B of the act, 
with a view to relieving the audit department of work by the 
elimination of the detailed examination of accounts of aepart
ments which provide for a separate and independent exami- -
nation of their own accounts. It is clear, from the wording 
of sections 29 and 30 of tbe act, that Parliament contem
plated that a considerable distinction might properly be 
made between different departments as regards the amount 
of detailed external audit required, and, in giving the Treasury 
power to add to schedule B, foresaw the possibility of additions 
being advisable in the future. The justification for adding a 
department to the schedule depends upon the existence within 
the department of a separate, distinct, and practically inde
pendent accounts branch. This condition was fulfilled in 
the case of the revenue departments, and the Public Accounts 

T.M. 
4825/99 
H.C. 
133/99 

Committee, having approved the extension of the system 
of test check to these departments, the Treasury proceeded to 
give effect to the proposal by the issue of a minute adding 
them to schedule B of the act. 

Ten years later a further a.ddition was made to the schedule, 
not in this case of another department, but of a class of pay
ments. The Comptroller and Auditor General pointed out 
that the payments of old age pensions, made under the Old 

8 Edw. Age Pensions Act, would be examined by the Board of Customs 
VII.c ... o and Excise and the Post Office, that ~ tQ say, by independent 
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departmental officers, and that the accounts of such payments 
might properly be subjected to a test audit only by himself. 
In this the Public Accounts Committee concurred and the 3 R. 
Treasury issued the necessary minute, excluding, however, 190 9. I. 

the accounts of .the expenses of administration of the !pp. 19 

act and of special payments, which remained therefore 
subject to detailed audit by the Comptroller and Auditor 
General. 

The decision as to the extent of audit which should. be R. 1910, 

imposed on the Comptroller and Au<!itor General is dependent Ev.694-
upon the nature of the departmental examination by or on 5 
behalf of the accounting officer. Where especially, therefore, 
a test audit only is in force, it is incumbent on the accounting 
officer to make his own audit or examination as strong and Cpo 3 R. 
independent as possible. 1888,48 

The causes which led to the adoption of a test audit on 
the part of the Comptroller and Auditor General for army 
and navy accounts apply With greater force and in a wider 
degree to the audit of the revenue accounts, but while in the 
former case the· t~st audit prescribed is such as to provide 
ample safeguard against irregularity, that prescribed for the 
latter is necessarily more .restricted and less effective. In 
order to see why this should be so, some consideration 
is necessary of the special features which differentiate the 
receipt side of accounts and the expenditure side, from the 
auditor's point of view. An auditor can only apply his check 2 R. 
to transactions referred to in the accounts rendered to him 1897,2 
or recorded in the books and documents to which he has access, 
He has, generally speaking, no power to go behind the admin~ Idem. 5 
istration with a view to seeing whether those accounts and 
records are complete. If, therefore, any omission has occurred 
or a transaction has been concealed, it escapes his notice alt~ 
gether unless by inference or indirect evidence his suspicions 
are aroused and lead to further investigation. So far as 
expenditure is concerned, there can l>e no inducement to sup~ 
press an item, for it is on the charge in the accounts that the 
accounting officer secures credit, and even if the item only 
represents a half truth, the full facts of the case must be 
brought to light on the examination of the charge which 
actually appears in the accounts. In the case of detailed 

lI' ./ 
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audit of. expenditure no transaction involving expenditure 
and consequently necessitating a charge can therefore escape 
the auditor's criticism. The need to secure credit which 
guards against the possibility of omission of items of expendi
ture from the accounts does not, on the other hand, exist in 
the case of receipts, when there may possibly be temptations 
to suppress. or omit items. The omission to bring to credit 
a realised rec~ipt would enable the accountant to secure a 
fraudulent .profit at the expense of the public, while the sup
pression of the fact that a receipt which was due had not 
been realised, owing possibly to laxity, would, while not bene
fiting the accountant, equally cause loss to the public. The 
failure to secure a credit results in as great a loss to the public 
as if a similar amount were misappropriated from a, public 
grant. The facilities for discovery. however, are very different 
and must necessarily be so. The audit of the receipt side 
cannot ensure the accuracy of the receipt unless the audih>r 
is by the side of the man who receives the cash, but it would 
be manifestly impossible for the Comptroller and Auditor 
General to superintend the administrative action of the 
customs so as to ascertain that in every instance the duty 
. payable was actually recovered, and in the case of the inland 
revenue there is no machinery existing or possible which would 
enable him to state that all persons liable at law had been 
duly charged. Such functions, belong by statute to the 

: revenue boards themselves, and tne measure of their success 
,must depend on the system of administration and the methods 
,by which it is applied. . The appropriation accounts of the 
revenue departments deal with the votes only. Any test 
audit of the receipt side of the revenue accounts 'must of 
necessity rest upon departmental returns and, the documents 
which accompany them. To prescribe a categorical system 
of audit would have been impracticable. Parliament there
fore cast upon the Treasury the duty of laying down such 
regulations for the guid~nce of the Comptroller and Auditor 
General in his examination of these accounts as would best 
secure that supervision of public moneys, which should be 
exercised on behalf of the House of Commons as much in 
the case of receipts as in the case of expenditure, so far as 
circumstances permitted. These regulations provide that 



COMPTROLLER AND AUDITOR GENERAL r79 

the Comptroller and Auditor General shall first ascertain that 2 R. 
there are administrative regulations and procedure which 1897.4 
appear to be sufficient to secure.a proper and effective check 
upon the due assessment and collection of the _ revenue. and 
secondly that he shall satisfy himself, within the limits of a 
test examination. that they are enforced by the department. 
the result of this test examination being 'communicated to I R. 
the departments concerned as well as to Parliament in the 1875. 66 

reports on the appropriation accounts. 
Such an examination, for the reasons already mentioned. 

is necessarily limited, not only in the sense of~ being merely 
a test audit, but also because it can only deal with the records 
which come before the Comptroller and Auditor General. 

. He can only follow. the revenue which has been brought into 2 R. 
charge, and see that a charge once made upon the original 1897.5 

records is brought to its ultimate and proper issue. The 
fraudulent suppression of receipts or the failure to recover 
receipts due, owing to laxity, have been referred to above. 
It, however, frequently happens that the payment of duty or 
other public claim may be legitimately waived by the Treasury 
.or other authority. All such cases, which involve directly Cpo R. 
or indirectly a loss to the revenue. should be brought to notice. 1874.75; 

If they involve a charge in the accounts, that speaks for itself, ~8~t9 
but it is otherwise where a loss is dealt with quite outside the 
account. In such a case, in the absence of any entry in the z R. 
books of the department. the Comptroller and Auditor General 18

97. 5 
could have no knowledge of the facts unless specially notified 
to him. When, therefore. a loss is dealt with by way of Idem. 10 

·write-off against revenue, a note to that effect is peculiarly 
needed, and it is the duty of the Comptroller and Auditor 
General to. see, so far as he can, that such information is 
supplied to Parliament. while it is equally the duty of a depart-
-ment to notify the Comptroller and Auditor General in all· 
cases in which payments have been waived or claims abandoned 
and which, not involving charges in tIie accounts. might 
not otherwise have come to his notice. Unless such notifica-
tion is given, either in the form of a note in the accounts or cpo 2 R. 
by communication to the Comptroller and Auditor General, the 1884. 2 9; 

House of Commons may be kept in ignorance of facts which ~8~~\5 
it is entitled to be informed of. The position is clearly . 
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defined by the Public Accounts Comlnittee in the following 
ruIe. t Whenever a dispensing power is exercised by or with 
the consent of the Treasury, involving any important principle 
or substantial amount of money, whether by remission of 
loan, or waiver of right to recover overpayment, or abandon
ment of claim on account of revenue, a 'statement of the fact 
shouId be presented for the information of, and, where neces
sary, for ratification by Parliament: In the case of the inland 
revenue department, the Treasury prepares and presents to 
Parliament a scheduIe of remissions made in the exercise 
of its dispensing power, or of that of the department, in favour 
of individuals from motives of equity or compassion-i.e. 
the. relief from a liability which it is within the power of the 
state to enforce. If, however, the claim is practically irre
coverable, the department merely records the fact that, in 
circumstances which it cannot control, the law is not at present 
enforceable. 

The Comptroller and Auditor General's audit of the revenue 
acco~nts is therefore more a question of testing reguIations. 
than of testing the account, as a whole. The system of 
collection of the revenue is all laid down, and the various 
methods of procedure in collecting the revenue are prescribed, 
and the Comptroller and Auditor General takes test cases 
of customs and inland revenue and follows them through 
to see that those reguIations are observed. 

The foregoing remarks as to the limited power of the 
auditor over the receipt side of the revenue accounts are 
applicable in a lesser degree to appropriation accounts. Under 
the present system, sums received by departments are appro
priated in aid of the vote, and Parliament, while authorising 
the gross, votes' only the net sums required. It is therefore 
to the interest of the department to see that it secures all the 
receipts to which it is entitled, otherwise it will be under the 
necessity of asking Parliament for an additional grant to 
make good the deficiency in order to carry out the service 
of the vote. In the second place, the estimated receipts to 
be appropriated in aid are shown in more or less detail in 
the estimates and fmnish general, and in some cases definite, 
information by which the Comptroller and Auditor General 
is able to test the realisation, while further the records and 
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books of the departments offer additional information. So 
far, therefore, as actual sums due to the public are concerned, 
the Comptroller and Auditor General is in a better position 
to follow them up ill the case of appropriation accounts than 
in the case of revenue accounts. There is, however, even 
here a similar danger of oversight iIi the case -of writes-off. 
If these do not affect the cash account under audit, the House 
of Commons may be kept in ignorance of them unless specifi
cally brought to notice. It is the duty of the department to 
bring all such cases to the notice of Parliament. In practice 
this is effected by including, in notes or papers appended to 
the appropriation account, not only all cases in 'which claims 
have been abandoned or losses written off which affect the 
cash account, but also all those cases in which similar action 
has been taken which do not involve book-keeping entries, 
and which consequently would not be brought out by the audit 
of the accounts. All such cases must be brought to the 
notice of the Comptroller and Auditor General, both to enable 
him to ensure their being included in a note or paper, and 
thus brought to the notice of Parliament, and also to afford 
him the opportunity of examining them and reporting on 
them if necessary. 

Appropriation Audit 

We now come to the more, if not most, important part of 
the Comptroller and Auditor General's obligatory audit-
namely, his appropriation audit,1 which requires him to see 3 R. 
that the grants are spint on the purposes for which they are 1~~6.& 
provided. The strictly conditional manner in which provi- ~pP. 16 
sion for public service~ is made by Parliament constitutes one C.N.E .• 
of the cardinal principles of our financial system. The money App. 7 
which the House of Commons has voted must be spent ex- & 12 

elusively upon the services for which it was granted, and to Bast
secure this, audit is essential. 'There is little advantage in able. 

preventing unauthorised payments to departments if they ~?b. 
afterwards misapply the funds received for specific purposes: v~~ili. §7 

1 The term under modem practice is used in the narrower and more tech
nical sense. Formerly appropriation audit was a synonym for the audit on 
behalf of Parliament, and therefore embraced the accountancy audit as well 
as the administrative audit when carried out. 
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No grants may be exceeded without fresh parliamentary 
authority accorded by a supplementary estimate or an excess. 
grant, except in those special cases in which the Treasury is 
empowered to exercise, temporarily, modified powers of vire
ment, subject to final approval by the House of Commons. 
The money must be spent within the time for which it was 
granted, and no sums are chargeable against the grants which 
do not actually come in course of payment within the financial 
year, a natural sequence of this condition being that any 
unspent surplus must be. surrendered. Every amount charged 
in the account must be supported by proof of payment, the 
Comptroller and Auditor General being the sole judge of the 
sufficiency of evidence of payment. And finally, public money 
received by a department from other sources than grants 
must be accounted for according to the directions of Parliament 
as strictly as if it were granted by Parliament. Any failure 
to fulfil one or other of these conditions must be reported 
by the Comptroller and Auditor General when he has satisfied 
himself -of it. 

The audit of the appropriation accounts on these lines 
on behalf of the House of Commons is what is known as appro
priation audit-that is to say, an examination of the accounts 
from the particular point of view of seeing that the expenditure 
by the departments follows the appropriation made by Parlia
ment. This form of audit was first applied to the navy votes 
in 1832 at the suggestion of Sir James Graham, the then First 
Lord of the Admiralty. . Extensions to other votes followed, 
and finally the Exchequer and Audit Act of 1866 completed the 
system by extending appropriation audit to all supply grants, 
and the placing of all public accounts of receipt and expenditure 
within the purview of the Comptroller and Auditor General. 
It is not intended to limit the discretion of the responsible 
departments, but to secure a revision of their accounts by an 
independent authority, invested with sufficient powers of in
vestigation to detect any misapplication of the grants, or any 
deviation from the appropriation sanctioned by Parliament. 

The strictness with which appropriation is applied is the 
measure of parliamentary control. Money which • cannot 
be considered to have been money applied to the purpose 
for' which t~e grant was intended to provide, and, as such, 
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admissible in the account thereof,' has been ' misappropriated.' 
It may have been spent on legitimate objects and on the public 
service, but unless Parliament had appropriated the money 
so spent to that service, the expenditure is technically in
correct. Misappropriation in this technical sense. as distinct Cpo 
from the use of the term for a moral offence, does not however ~my 
necessaril~ entail ?isallowance, as a misappropriation I?ay p~n6~ 
be authonsed. It IS the duty of the Comptroller and Auditor 
General to challenge misappropriations as between sub-heads 
as well as in respect of charges to the vote. The appropriation 
of the grants to specific purposes is the expression of the will 
of Parliament, which becomes law on the passing of the Ap
propriation Act. Deviations therefrom consequently diminish 
parliamentary control, even though specially legislated for 
in certain cases, because Parliament can only be able to give 
an ex post facto sanction to them. The importance of the 
appropriation audit, and the fact that it is the primary function 
of the Comptroller and Auditor General, preclude the possi
bility of its being effected by a test audit as in the case of 
the accountancy audit. It must be a detailed and complete 
audit. Every payment is checked into the books to its right R.C. Clv. 
head of service. This is absolutely essential, for otherwise Estab •• 
Parliament could have no check upon the respective votes; ~~6 Ev. 
and could never tell whether one vote was being used for the 
purpose of another. This audit secures fully, therefore, that 
the expenditure is classified to the appropriate heads under 
which provision has been made for it by Parliament, and 
thus ensures that the intentions of Parliament are carried 
out.1 

I The Comptroller and Auditor General gives the following certificates 
at the foot of the several appropriation accounts :-

A.rmy ami N4VY.-' I certify that this account has been examined by 
officers under my direction in accordance with the 29th section of Act 29 
&: 30 Vict. c. 39 ; that the examination has included a test audit as directed 
by para. 34 of treasury minute of 20 March. 1876, and that (subject to the 
observations contained in the annexed report) the account is correct.' -

Rev,,,," Departmt"ts.-The same certificate, substituting' treasury minute 
of 27 March, 1899,' as the authority for the test audit. 

Old A.g~ PensiotlS.-The same certificate, adding' the 27th section of the 
Act 29 &: 30 Vict. c. 39,' as the authority for the main examination and sub. 
stituting 'treasury minute of 31 August, 1909,' as the authority for the 
test audit. 

Stcret Service.-' I certify t!'at the amount shown in this account to have 
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These intentions are expressed in the estimates as finally 
granted. The estimates consequently form the basis for his 

A. Est. appropriation audit, though they do not directly come before 
Com., him except as a guide as to what is the purport and intention 
Eli. 1092 of Parliament in granting the money. With regard to the 

estimates, as such, he has no responsibility. His functions· 
in relation to them, as a guide to his audit, vary in degree. 

3 R. He is primarily concerned with part I, which defines the terms 
188~, 26 of appropriation and specifies the total amount voted. This 

portion he audits under the direct authority of the Exchequer 
and Audit Act. He is secondarily c~ncerned with part II, 
which shows the sub-heads under which the vote is to be 
accounted for, and audits this porti<;>n under treasury regula-

A. Est. tions. He is in practice equally bound by this part since • the 
Com., plan of accounts, which is the only authority for the preparation 
Ev.l0 93 of the appropriation account, has been committed by the Ex-

chequer and Audit Act to the Treasury. The Treasury prepares, 
under that act, the form of account and books, which has to 
be subsequently formally sanctioned by an order in council, 
and the department follows that form.' In dealing with 
part III, which shows the details of the sub-heads in one form 
or another, his functions are less strictly defined, or, it would 
be more correct to say, are limited by the extent to which the 
ledger accounts kept enable his audit to be exercised. That 
he considers it is within his functions to question any item 
whatever in part III was made clear by Sir Charles Ryan in 

Idem, 1888.' The Comptroller and Auditor General,' he said, • holds, 
Ev. 1092 and always has held, that the estinlates are before him as 

a whole; that, although they are divided into three parts, 
still, inasmuch as Parliament grants the money upon the under
standing that it is going to be spent in that manner, the depart
ment presenting those estimates to Parliament cannot re
pudiate the responsibility for the divisions under which it 
presents them, and upon the faith of which Parliament grants 

been expended is supported by certificates from the responsible ministers 
of the Crown.' 
. (This is the form prescribed by treasury minute of 12/4/88.) 

All other cases.-' I certify that this account has been examined under 
my directions, and is correct.' . 

In the case of the Exchequer and Audit Department account a second 
certificate of correctness is given by the auditor of the civil list. 
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the money. Therefore, the Comptroller and Auditor General' 
holds that the estimates ate before him as a whole; that he 
is entitled, if he thinks proper, to question any deviation from 
the estimates, as shown by the figures in part III, the appen
dices, as well as in part II.' His powers in this respect are 

. limited by the extent to which detailed records are kept by 
the department. When a department opens headings and A. Est. 
apportions expenditure to particular heads he can, and does, Com., 
follow that closely; but where a department is not required ~v. 1093 

to do so by the form of the account, he cannot require it to 
do so. He has no power to demand the opening of ledger 
headings, or to requir~ a department to furnish him in detail 
with ~vidence of the correspondence of the account with the 
estimate, except as regards part II. The Treasury, however, '3 R. 
has the statutory power of requiring a department to open 1888,26 

any ledger headings necessary, and the extent to which this 
power is exercised is the measure of limitation of the Comp-
troller and Auditor General's audit of part III. 

His powers in relation to appendices vary, therefore, con
siderably according to the nature and object of each. The 
detailing of expenditure in an appendix, instead of the body 
of the estimate, has no necessary effect on the power of the 
Comptroller and Auditor General to check those details. If 
they are appendices simply and never receive the formal 
sanction of Parliament, he cannot check them and report on N. Est; 

. them as he does on the accounts, though he has the right to Com., 
examine them as well as the matter contained in the body of EV.2

0
31 

the vote. Many appendices are merely given as sources of 
information or for statistical purposes. If there is any neces:
sity for, or advisability of, examination and audit of the actual 
expenditure as compared with the figures there given, the 
Treasury has the power to order the department to open 
appropriate ledger headings, and to instruct the Comptroller 
and Auditor General to examine them under sections 27 or 3J 
of the Exchequer and Audit Act. If the Treasury requires 
that a particular item in part III shall not be exceeded without 
its authority, the opening of a ledger account is a necessity, 
to enable it to be seen how the expenditure under the item 
compares wth the estimates, and, since it is the duty of the 
Comptroller and Auditor General to note every excess, to see 
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that it has received treasury sanction-where such can be 
3 R. legally given-and to report all excesses which have not been 
1888.34 or cannot be so approved, it is obligatory on the department 

to keep ledger accounts corresponding not only to parliamentary 
votes, but also to all the sub-heads in addition to those for 
part III items mentioned above. 

Consider;ttions connected with the form of the estimates 
affect the Comptroller and Auditor General to a limited extent 

A. Est. since they form the basis of the form of the accounts, with which 
Com., they are closely bound up. He is, however, in no way respon
EV·1I34 
II 77-9 sible for the form, and would not be consulted by the Treasury 

as to any proposed changes nor as to the number of sub-heads 
2 R. he considers necessary. But though the Treasury is solely 
1885.78, responsible for the form' it is quite open to the Comptroller and 
& T.M. Auditor General to make any suggestions which may seem to 

A.Est. 
Com., 
EV. 1252 

him called for in order to promote clearness of account or the 
better information of Parliament'; and such suggestions are 
not infrequently made by him, especially in cases where-the 
expenditure under two sub-heads being so nearly akin that the 
correct classification as between the two is difficult and trouble
some-amalgamation into one sub-head is considered expedient. 
Here, however, no principle is involved, as would be the case if 
the estimates were formally referred to the Comptroller and 
Auditor General for an expression of his opinion as to the 
suitability of their form. Were this done it is true he 
might be able to make useful suggestions with regard to 
the form as affecting his control, but in doing so he would be 
accepting a responsibility which is vested in the Treasury, 
and diverting possibly responsibility from the executive 
government. 

Administrative A udit or A udit of Authority 

Closely allied to appropriation audit, and necessarily bound 
up with it,,~s the audit of authority or administrative audit: 
the examination of expenditure with a view to seeing that it 
is supported ~he requisite' authority in each case, whether 
of royal warran or orders in council, or of the Treasury, or of 
the department. So unlimited is the power of the House of 
Commons that it \lI~doubtedly could, if it wished, issue all 

I , 
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authorities to govern every item of expenditure 1 ; but the 
exercise of such a power would be entirely outside its proper 
or necessary functions, for Parliament is a legislative, not a 
governing, body. Its duty is to elect and support the executive, 
but not itsell to discharge executive functions. It issues 
parliamentary authorities---such as the authority which the 
Crown receives from the annual Appropriation Act-to apply 
certain fixed sums to certain specified services, but it does not Cpo R. 
issue administrative authorities. Such duties, where financial 1865. 

matters are concerned, naturally fall within the sphere of the ~Pp. I. 

Treasury as the department responsible for financial order and 9 

regularity, to be exercised either directly by it, or under its 
control when exercised by the Crown as the supreme executive 
power, or by the accounting department, to which a measure of 
sell-government must be allowed in matters of internal adminis
tration. All such authorities are not only recognised by the 
House of Commons, but demanded by it as fundamentally 
necessary;. for' no public accountant is entitled to make Idem 
any payment whatever without an administrative authority, 
and he ought, moreover, to know what is the proper 
authority for each payment; and the proper authority, what-
ever it is, is the one which he ought to have before he makes 
a payment.' 

Since the Treasury bas the power to sanction payments R. 1913. 
which come within the four comers of the vote, there is prac- EV·3I20 

tically no limit to miscellaneous spending, which fulfils this &; 3123 

condition, even in the case of new services; but it is the duty 
of the Comptroller and Auditor General (under sections 27 
and 32 Exchequer and Audit Act) to decide whether such 
expenditure is properly chargeable to the vote, and the exercise 
of this function is a most important one. The PUblic Accounts 
Committee has declared that questions dealing with the due R. I8n. 
authorisation of expenditure, even though relating to sums of 99 

1 This is probably so nowadays. even as regards questions of pay for the 
army. which were formerly the prerogative of the Crown to determine. As 
regards the extent to which such prero,ative remains. being now exercised 
through the responsible minister. see Clode. Mil. Forces. vol. i. pp. 97-104. and 
Anson. Con .• vol. ii. Part II. p. 209. See also Hans. O.S. xxxiv., p. 525. where the 
following pronouncement appears: • The principle of our constitutional army 
is that command. preferment. and honours come to it from the Crown; but 
the general principle is equally undisputed that for all pecuniary remuneration 
it is made to depend on Parliament.' 
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comparatively small amount, are of importance as matters of 
principle, and it I regards the audit of authority as an essential . 

. part of the new system inaugurated in 1866: 
R. The importance of securing this audit of authority was early 
1868. 4 recognised by the Public Accounts Committee, which con

sidered, in 1868, that the time had arrived for the consideration 
by Parliament and the Treasury of the propriety of extending 
the Comptroller and Auditor General's audit of naval and 
military accounts so as.to include some part of the examination 
as to authority previously conducted by the departmental 
auditors only; while previously an attempt had been made 
to ensure that all such expenditure should be properly 
authorised, by a recommendation that a special certificate 
should be added to the army and navy accounts. 

3 R. 1876 
App. I 

(15) 

The House of Commons appropriates the grants, but the 
expenditure, even though made on the service for which it 
is appropriated, is not valid unless incurred under proper 
authority. The provision made by Parliament for a service 
detailed in the estimates is not in itself any authority for carry-
ing out that service, if it is a service for which treasury authority 
is required. The audit of authority is therefore an important 
fUllction of the Comptroll«::r and Auditor General, and it is his 
duty to report to the House any unauthorised expenditure for 

Cpo R. which treasury sanction is unobtainable; and he would normally 
1887. 85 recommend it for disallowance, but in special circumstances he 
Army would use his discretion as to admitting charges which are. 
APP./ACC. unauthorised, subject to the review of the Public Accounts 
1909 10.. . h . 
C. &A.G. Commlttee, whose attentlon would be drawn to t em m 
R. 16 his report. 

4R. 
1892. 12 

. Cpo 3 R. 
1893.45; 
&3R. 
1907. 10 

In order to enable this audit of authority to be properly 
conducted, it is essential that regulations should be as explicit 
as possible. Anything like a wide discretion renders theaction 
of the audit department nugatory, and the Public Accounts 
Committee deprecates the insertion in regulations or warrants 
of such phrases as I as a rule.' Such a limitation obviously 
does not extend to the delegation of power to be exercised 
in special cases, for it is impossible to legislate in advance 
for every case that may arise. For audit purposes it is essential 
that the regulations should make it clear who the approving 
authority is and the limit of his powers. The discretion is 
then specifically defined, and the exercise of it is a matter of 
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administration. The extent generally to which treasury 
authority should be required was laid down in I868' by the R. 1868. 
Treasury at the request of the Comptroller and Auditor General. App.I(4) 

Ordinary expenditure, placed under the charge of the several 
departments, within the limits of the totals of the sub-heads, 
was acknowledged to be outside the control of the Treasury ; 
but exceptional cases-such as increases of establishment, or 
salary. or of the cost of a service, or for additional works or 
new services not specially provided for by Parliament-would 
require treasury sanct~on. The audit of authority necessitates, 
therefore, excesses on sub-heads being reported to the Treasury, 
as well as expenditure under the several cases mentioned, which 
has been incurred without treasury authority; but at the 
same time the Comptroller and Auditor General may properly 
report any other item of expenditure which he thinks should 
be the subject of special -treasury sanction. 

III. DISCRETIONARY REVIEW 

POUlers and Limitations generally 

The functions of the Comptroller and Auditor General, in 
relation to his discretionary review. are less clearly defined, 
as from their very nature must be the case. Their range is 
governed more by usage and precedent -than enactment, and 
their development will naturally be influenced by the spirit 
of the House of Commons and of the Public Accounts Com
mittee, while the personality of the Comptroller and Auditor 
General himself is an important factor. 

It was stated in the House recently, that • the real check Pari. 
which we have upon expenditure in this country is that of Deb .• .? s. 
the Comptroller and Auditor General. His one function is to ::;~~l. 
examine the expenditure of the country. He is an official 
independent of the government of the day. He cannot be 
removed by the government of the day. He is there to repre-
sent the House of Commons in scrutinising the expenditure of 
money voted by this House. It is his duty to call the attention 
of this House not only to'waste of public money, but to every 
matter arising out of his examination of finance, to which he 
thinks the attention of Parliament should be directed.! From 
this it is clear that his duties extend far beyond a mere 
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arithmetical and appropriation audit. though such an extension 
of his duties has been a matter of gradual development which 
would not appear to have been entirely contemplated when 
the Exchequer and Audit Act was passed. On this point 

. the statement made by Mr. D. C. Richmond before the Select 
Committee on National Expenditure oflg03 is a valuable 
pronouncement of the general position. and may usefully be 
reproduced i:n extenso. The Comptroller and Auditor General 
said: ' I am a parliamentary officer whose duty it is not only to 
certify to the correctness of the accounts as rendered, but, 
further, I am directed to report to Parliament. As regards 
reporting, I conceive I have something of a free hand. There 
are some points which I am obviously to report-such as any 
excess over a grant of Parliament, any clear irregularity, and 
so forth; but I have also a duty to report on the accounts, 
and availing myself of that opportunity I think it my duty to 
report anything which in my judgment, falling within my proper 
functions, it concerns the House of Commons to know. In the 
first instance, my object is to report in such a way as to assist 
the House of Commons in making its way through what may 
be a very bulky volume of accounts; but beyond that I do 
not feel myself debarred from calling attention to anything 
which has occurred in the course of my audit during the year 
which indicates loss or waste, or anything of that kind, which 
I think it is well that Parliament should know. Of course 
in doing so, I have to act with great care and discretion. It 
is not for me to criticise administrative action as such; the 
departments are responsible for their own action as regards 
general administration; but if I find the result of administrative 
action has been a loss or a wastefulness of public money, then 
I think it is not going beyond- my duty of replilrting, as an 
officer of the House of Commons, if I call specific attention to 
matters of that kind, even though the account itself would 
not disclose the facts. . . . Even if an account were in per
fect order, I would in practice call the attention of Parliament 
to any instance o~ waste or extravagance.' He further con
sidered that he had>,: complete liberty in reporting, of relating 
relevant facts: and t~pressing .opinions upon the condu.c~ of 
departments 10 regar~ to theIr accounts, or upon . declslOns 
of the Treasury affectin~, them.' 
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The report of the select committee before which the evidence 
was given not only endorsed this view, but considered that 
the Comptroller and. Auditor General's powers might with 
advantage be still" further developed. It recommended the C.N.E. 
Public Accounts Committee, ' even more than in the past, to Rep .• 
encourage the Comptroller and Auditor General to scrutinise p. v. 
and criticise improper and wasteful expenditure, and to 
indicate where censure is in his opinion required.' These 
are functions which, admittedly, would have to be used with 
caution. The criticism of conduct or wasteful expenditure, 
and the indication of where censure is required; are only the 
functions of the Comptroller and Auditor General in a limited 
degree. He might point out facts, but he should leave the 
Public Accounts Committee to draw the inferences upon them. 
To point out where censure is required is in effect to censure, 
and this might reasonably be resented by the department 
concerned. If censure is merited it should be given by the 
principal, the House of Commons, and not by the agent, the 
Comptroller and Auditor General. The same result can equally 
well be achieved, as a rule, if the latter puts the facts without 
comment before the Public Accounts Committee, and to this 
no exception could be taken by the department. It is indeed 
doubtful whether it is strictly within the functions of the Comp-
troller and Auditor General to criticise or object to expenditure 
as improper at all if it is properly vouched. The voucher is con- Idem. 
clusive for him; and his power is limited to drawing attention EV.1356 

to it, if it is evidently unnecessary expenditure. In acting 
thus he is clearly within his rights. By going further he runs 
the risk of exceeding his functions, without any corresponding 
gain, for it must be borne in mind that, as he attends the 
meetings of the Public Accounts Committee, he is always 
available to supplement his report by oral examination. An 
important instance of the exercise of extra ~tatutory functions 3 R. ; 
of the Comptroller and Auditor General in drawing attention 1905. 18 

to wasteful expenditure, although the vouchers were techni- 4 R. 
cally in order, occurred in I905, in connection with the dual 1906.2 

sysetm of contracts adopted in South Africa for the disposal of 
surplus stocks at the close of the South African war. But for 
the report of the Comptroller and Auditor General it is possible 
that the effect of the administrative action of the War Office 
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in this case, resulting in ' an enormous waste of public money,' 
would never have been brought to the knowledge of Parliament. 
This practice of drawing attention to ,cases of extravagance 
is a good instance of a development of procedure arising out 
of the system provided by Parliament, but not specifically 
legislated for. But again, since he has to ,report on the ex
penditure as compared with • the purposes for which the grants 
were intended to provide' there is imposed upon him the 
duty of considering what those purposes are, and in this the 
estimates, and any acts or orders in council regulating the ex
penditure, are his guide. The consideration of the purposes must, 
however, inevitably lead his investigation into the methods 
of expenditure and therefore into questions of extravagance. 
The words.' report on the accounts', probably do not legally 
confer a right to point out such cases to the Public Accounts 
Committee; but the practice is recognised by all departments, 
and no department has ever complained of attention being 
drawn to questionable expenditure even when regularly 
vouched. 

This accepted view of the practice which has grown up 
under the act is a wise one in the interests of national finance, 
if not carried too far. If, however, the Comptroller and 
Auditor General were to set up as the central authority for 
reviewing expenditure generally, and its necessity, it would 
create friction, and in the end do more harm than good. His 
position in this respect has been clearly defined by the Treasury, 
which says that he I may draw attention to any circumstance 
that comeS to his knowledge in the course of audit, and point 

'out its financial bearing. As, however, he is the officer of 
Parliament, he will naturally have no' disposition to question 
anything that Parliament has already sanctioned; and if 
he repOl;:ts on a matter of administration from the point of 
view of its effects on the public purse, it will be for the purpose 
of bringing before Parliament something which would other
wise pass unnoticed. It'is impossible to deny that it is always 
his right, and will often be his duty, to take this step; but it 
is equally obvious that the occasion and manner of such report 
must be matters of discretion.' The success of the practice, 
and its consequently beneficial results, are due to the moderation 
and tact with which it has hitherto been applied. 
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Intervention in Matters of Administration 

To admit that it is within the provitice of the Comptroller 
and Auditor General to draw attention to apparent waste 
and extravagance does not imply that he has an entirely free 
hand in that respect. It would be impossible to draw a hard 
and fast line between the classes of expenditure involving 
extravagance to which he might legitimately draw attention 
and those which he should accept without question on the 
department's certificate; but, speaking generally, it may be 
said that he should not bring forWard any instance which arises 
out of matters which the Public AccoUnts Committee under 
its usual practice would not inquire into. The principal sub
jects in this category would be questions of policy and, in a 
lesser degree, questions of administration. As it must some
times happen that it is difficult to judge of the extent to which 
policy or administration may be involved, it is within the 
discretion of the Comptroller and Auditor General to bting 'a 

matter forward in his report and throw upon· the Public Ac
counts Committee the responsibility of deciding whether further 
investigation is justified. In the majority of cases, however, 
the preliminary correspondence between the Comptroller and 
Auditor General and the department should enable this point 
to be elucidated. 

when. however, there is an apparent financial· inconsistency 2 R. 
in the administrative actions of the department. the Comp-. ~8:, 71 , 

troller and Auditor General would be more than justified in . . 
raising a query on the point, even though ordinary questions 
of administration are clearly outside the range of his functions 
to question. It has been stated that he would, for instance, C.N.E. 
have no power to draw the attention of the Public Accounts EV·42 

Committee to such a matter as a redundant staff. His busi-
ness is to see that the staff, whatever it may be, has treasury 
sanction. If he were to attempt criticism in such cases, the 
Public Accounts Committee would uphold the department 
against him. There can, however, be no clear-cut line of de
marcation. Each case must be considered on its own merits. 

"Moreover. the modem tendency is towards extending the 
functions of the -Comptroller and Auditor General still further 

o 
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in this direction, as shown by a query recently addressed to 
the Admiralty asking whether the boats and crews engaged in 
connection with repairs at a dockyard were fully and economi
cally employed. A request for information of this description 
on administrative matters would, some years ago~ have been 
resented by the department; yet it must be admitted that 
there is but little difference. if any, between a query of this 
nature and 'one directed to a redundancy of staff. .. 

On the other hand, there is to be considered the deleterious 
effects of intervention in administrative matters not only on 
the accounting department, but also on the status of the audit 
department. This point of view was clearly put by the Secre
tary of the Board of Audit in 1865 on the evepf the formation 
of the present department. 'The whole of our experience as 
appropriation auditors,' he said, , tends to satisfy us that we 
ought to have no further communication with the executive 
departments than may be necessary for the purpose of ob
taining information. Whatever tends to associate us directly 
or indirectly with the pecuniary tra~sactions of the government, 
cannot but tend to damage the credit of the reports in which 
we are required to submit those transactions to the judgment of 
Parliament. We conceive, therefore, that we should never be 
required to advise, to control, or to remonstrate.' Interven
tion, that is to say, should be rigidly excluded 'while action is 
contemplated or in process, and be entirely reserved for the 
completed result· as shown by the recorded facts and figures. 
The sole exception to this recognised principle is in the case 
of armyand navy pension awards, which, in order to preclude 
any possible hardship to the recipient subsequently, are 
examined. by the Comptroller and Auditor General directly 
!.fier they are made, and prior to the first payment. 

Interpretation of Royal Warrants and Orders in Council 

A-ny limitatioI1 of the power of investigation would naturally 
be .set aside if th~ e~penditure under review suggested a case 
of abuse as distinct from bad methods of administration . 
. If the COIllPtroller and Auditor General became aware of such 
cases-as, for instance, the promotion of an officer with a view 
to his obtaining a higher pension-he would be clearly within 
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his rights in calling attention to it, even though the pro
motion might be in order under the regulations and solely 
a matter of administration. His power of interference in 
such cases depends upon the extent to which he is required 
to accept the interpretation placed upon the meaning of a 
royal warrant or order in council by the Treasury or the !J.ccount-
ing department. In a treasury minute of I876 the' Comptroller 3 R. 
and Auditor General is expressly directed to accept royal 1876• 
warrants and regulations as the governing authority, unless App. I 

contrary to statute; and the view that he has nothing to do with ~5) 8 
royal warrants, but that his duty is limited to seeing that the 1~; n. 
expenditure is authorised by Parliament or the Treasury, has 
been explicitly negatived by the Public Accounts Committee. 

The necessary recognition of royal warrants as governing 
expenditure does not, however, include an unquestioning 
acceptance of the interpretation put upon them by the depart
ment. Though the law officers have decided that the Secretary 4 R. 
of State's interpretation of a royal warrant was binding on 1889; 5 
the Treasury, and the Public Accounts Committee recognises Cpo R. 

this within limitations, it is incumbent upon the Comptroller ~13688 
and Auditor General-and indeed his plain duty-to bring to ~ 
notice any expenditure which does not seem to be covered ~883. 71.' 
by the tenus of the royal warrant quoted as justifying it, z R. . 
and which has been incurred by placing upon the warrant 1898,8 
an interpretation which may seem to him not to be a ,patural, 
plain, and reasonable interpretation. In . taking such action 
he is invariably supported by the Public Accounts Committee, 
which insists that there is a limit to be placed on the power 
of interpretation. It is obvious, therefore, that the Comp~ 
troller and Auditor General can and must examine royal 
warrants; but such examination would be limited to the 
purpose for which it was instituted, to enable him to call the 
attention of Parliament to any points where there may appell-r 
to him to have been a divergence from the terms, or where 
treasury sanction may have been necessary. It would be no R. 18n. 
part of his duty to express an opinion upon the general policy 99-100;, 

of a royal warrant, to question its· necessity, or to criticise T.M. 
its provisions. Nor would it be within his province to call 
attention to the financial effects of a warrant, provided it is 
not contrary to statute, unless h~ is of. opinion that it_results 



196 PARLIAMENTARY GRANTS 

in the expenditure of money otherwise than in accordance 
with the intentions of Parliament. In such a case he would 
naturally and legitimately state his opinion in his report and 
leave the question to the decision of Parliament. 

In the case of regulations framed by a department itself, 
R. IgII. a somewhat different principle is involved. The Comptroller 
EV. 2636 and Auditor General accepts what the department considers 

to be the correct interpretation of its own regulations. Such 
is but natural, provided that such interpretation is not in 
opposition to any warrant or superior authority, or subversive 
of, any established financial principle or rule. Such discre
tionary power of interpretation does not, however, give a, 
department a free hand to interpret its rules to suit cases in 
other than a natural and reasonable manner. So long as 
a -rule or regulation remains unamended the department is 

3 R. bound by it. 'Rules should be carefully adhered to, and where 
1883. 18, in practice it is found that some discretion is necessary in the 
2 R. application of the rule, such discretion should be provided 
:!~4' 43 for in terms with respect to that rule.' The Education Code 
2 R. is on a similar footing. 
1885.47 The earliest important case in which the Comptroller and 
Navy Auditor General stepped outside his strict functions and called 
App. attention to an administrative matter of which he became 
~C;ji4 aware in the course of his examination was in 1895, when he 
C.&A.G." pointed out that there was a considerable difference in the cost 
Report between cruisers built in private yards and those built in dock
I R. yards, while the reverse was the case in battleship construction. 
18g6. 10. He suggested that it would be'a good thing if the reasons of such 
& T.M. difference were investigated. Criticism of sucli' a nature might 
~~"~6i' be extremely valuable, although outside audit, and, moreover, 

would be perfectly legitimate as disclosing facts which could not 
be dependent on policy, as might have been the case had he 
merely pointed to the difference in cost of production of a 
similar article in dockyards and private yards respectively. 

Reports on Irregularities 

The principle which precludes the Comptroller and Auditor 
General from criticising, as distinct from calling attention to, 
tlie effect of administration upon expenditure, equally precludes 
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him from criticising the administrative steps which a depart- R. 19II, 

ment may propose to take to prevent the recurrence of an EV.2433-

irregularity. His duty is confined to pointing out the 5 
irregularity, leaving the department to take such action as 
it deems advisable. He does no more until the accounts for 
the period in which the charges should appear come under 
examination. In.reporting the irregularity he would, however, 
be justified in referring to the effect Of the steps taken by the 
department, and in expressing an opinion as to their probable 
efficacy; but such an opiIiion would be rather given with a view 
to relieving the Public Accounts Committee of further investi~ 
gation than to invite criticism of the administration. A recur-
rence of the irregularity would inevitably raise the question 
of the administrative methods for investigation by the Public 
Accounts Committee, but even then the Comptroller· and 
Auditor General would not be justified in criticising the mal
administration. The department is responsible for its own 
acts and must justify them, if required, to the committee. The 
Comptroller and Auditor General is not the judge; though he 
may in a measure play the part of the 'prosecuting counsel 
before the Public Accounts Committee. The limitations of 
his functions in this respect were defined by the Treasury in 
1884, on a suggestion made by the Public Accounts Committee 2 R. 
that I whenever a fraud appears upon the accounts a special 1884.:29 

report should be made by the Comptroller and Auditor General 
upon the circumstances, and 'as to whether proper precautions 
and guarantees have been taken: The extent to which the 
committee desired that the functions of the Comptroller and 
Auditor General should be extended by this pronouncement 
was not clear, but in view of the important priilciple involved, 
and to guard against the risk of an unjustifiable interpretation 
being placed upon the words, the Treasury reviewed the 
proposal in some detail, in order to make clear the legitimate 
functions of the Comptroller and Auditor General and the 
Treasury respectively. I The Treasury is primarily responsible Idem, 
to Parliament for the maintenance of financial order' and T.M. 
regularity in all the accounting departments of the state, and 
in the exercise of this function it is the duty of the Treasury 
to lay down or require to be laid down in the various depart-
ments such regulations as provide for the exercise of proper 
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checks and precautions. It follows that it is also their duty 
to ascertain, in any case brought to their notice, whether the 
financial regulations of the department are inadequate for 
the purpose of preventing irregularity, or have been neglected 
or laxly enforced, and inquiries of this nature have repeatedly 
been made. If the Public Accounts Committee intend that 
the Compt:(oller and Auditor General is to undertake the duty 
of investigation for which the Treasury now hold themselves 
responsible, he would undertake an administrative duty which 
the Treasury consider inconsistent with the critical and quasi
judicial charact~r of an auditor. The same objection would 
apply if he were to re-investigate the case ab initio . ... If the 
Public Accounts Committee mean that he should criticise 
the manner in which the Treasury has performed its duty 
of investigation, the Treasury agree with the Public Accounts 
Committee.' Wit~ this view the committee has implied its 
concurrence; for on a subsequent occasion, in observing upon 
a similar case, it limited itself to expressing the opinion that 
, all cases of defalcation resulting in the loss of public money 
should be brought under special notice.' To such a course 
there can be no objection, either in theory or in practice, and 
indeed it is clearly the function of the Comptroller and Auditor 
General to see that such cases are brought to notice in the 
accounts. The recognition of this principle does not imply 
that the Comptroller and Auditor General is merely to see 
that the case is noted, or to note it in his report without making 
any inquiries what everinto its origin or the possibilities of 
recurrence. If he is to assist the committee he must clearly 
ascertain what the system is under which it has been possible 
for the fraud to occur, and what amendments, if any, have 
been made in it which may ensure that it will not recur. 
Although inquiries of this nature, as being inquiries into 
administration, would only be made at his discretion, they 
are inquiries into accomplished facts, and in that sense are 
essentially differ~nt from proposals as to what administrative 
action !;jhould be taken. He must guard against any action 
which may suggest interference with the departments while 
they are taking those steps for which they alone are responsible. 
His functions cannot properly begin until those of the depart
ments, whose receipts and payments he has to check, have 
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ceased. Any interference, direct or indirect, on hispart,
previously to paymen~ being made and recorded, cannot 
but lessen the responsibility of the department, while at the 
same time rendering him incompetent to express an unbiassed 
opinion on acts which he would have, if not advised, at least 
sanctioned-if only implicitly. . The executive must be giv~n 
the freest possible action in the expenditure of the public 
money entrusted to it; on its own responsibility, subject 
to subsequent audit. 

.Cash Balances 

A similar principle precludes the Comptroller and Auditor 
General from checking the balances in the hands of sub
accountants. As a matter of administration, it is most desir- 2 R. 
able to check balances; but such action is administrative I87~ M 
and outside the functions of the Comptroller and Auditor 25. . . 

General. • The auditor tests results, and when once the 2 R. 
machinery of accounting has been settled, he should wait for I87ti 
the result before he interferes. When the time for his inter- r.M~· 
ference arrives, he should have uncontrolled power to make 
any inquiry that he may consider necessary; but he should 
be in no sense accessory to the facts of which he will be the 
judge.' The power of verifying balances at any given moment 
is therefore retained by the Treasury in its own hands. as the 
central financial· department, and is not delegated by it to 
the Comptroller and Auditor General. The exercise of this 
power by the Treasury. does not, however, in any degree 
relieve departmental authorities from their responsibilities 
in respect of the regulation of the balances in their charge. 
This view is endorsed by the Public Accounts Committee, 
which says that, in the absence of any provision of law to 2 R. 
that effect, it cannot be doubted that it is within the pre- 18?2.50 

scriptive authority of the Treasury· over the public finances 
to provide power .for verifying balances. The responsibility cpo 4 R. 
for the system rests with the Treasury, and the committee 1894. 37 
accepts the dictum that the verification should not be carried . 
out by the Comptroller and Auditor General, though 
previously inclined to think that such verification might 
have been made his statutory duty. The recognition of this 
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principle' was confirmed at a later date, when the committee 
agreed that • the chief accounting authorities· of a department 
should feel that their responsibility is unshared with respect 
to the balances of their subordinate accountants, and that it 
is undesirable that an external audit should be more than 
superficially addressed to the balances of the sub-accountants 
of a department.' A distinction must, however, be clearly 
drawn between the verification of the cash balances and the 
CriticiSIll of balances, as set forth in a balance sheet. The 
~xamination of the latter, as to their origin, amount, and clear
ance, comes within the sphere of the auditor's functions; but 
as regards these a further distinction is to be drawn between 
external balances, or amounts due to or from some' person or 
body external to the departments, as well as balances of special 
funds under the direct control of the department, and internal 
balances, namely amounts due to or from departmental sub
ac~ountants. As regards the latter, the Treasury considers 
that • it is a most important principle of correct administration 
that the responsibility of the chief of a department for the 
acts of his subordinates should be complete,' but agrees that 
the Comptroller and Auditor General, while accepting no 
responsibility for them, is not precluded from bringing to notice 
any irregularities observed. As regards the former class of 
balances, his duties are more specific, and he is required to 
carefully scrutinise the balances on such accounts, and to call 
attention to any items which appear to require explanation. 

IV., THE AUDIT OF GRANTS IN AID AND 

MISCELLANEOUS ACCOUSTS 

Grants in Aid! 

The nature of grants in aid, and the conditions under which 
they are made, necessarily modify the functions of the auditor 
in relation to them. They furnish an exception to the general 
rule that grants from parliamentary votes must, firstly, be 
accounted for in detail by the accounting officer; secondly, be 
SUbjected to the Comptroller and Auditor General's appropria
tion audit; and thirdly, be surrendered if unspent. 

When money is voted as a grant in aid, Parliament, in 
1 Compare, Grants in Aid: a Criticism and a Proposal. Sidney Webb. 
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the absence of instructions to the contrary, dispenses with the 
condition (which applies to all other voted moneys) that any 
amount issued to the grantee, but not finally expended within 
the financial, year, shall be surrendered. Evidence of the 
issue gives the accounting officer his full discharge, and the 
appropriation account is not concerned with the further 
disposal of the money. In such cases, therefore, what is not 4 R. 
spent in one year i~ available for the service in the subse- 1

8
92,3

6 

quent year or years, at the discretion of the grantee. Under 
certain circumstances, however, it might be considered desir- 4 R. 
able to surrender a surplus and to ask for it again later if 18

94, IS 

required. Generally speaking, the making of a grant in aid 
implies a waiving of parliamentary control over the expenditure 
in detail. This is deliberately effected by Parliament for the 
reason that, while it considers a grant necessary, it either does 
not wish, or has not the means, to follow the expenditure further. 
In the case of ordinary grants in aid, the object is intended to 
be general, and no attempt should usually be made to limit 
its use beyond the general description of the sel'vice for which 
it is given. Specific appropriation would not be. consistent 
with the making of a grant in aid at all. Whenever such appro
priation can be made, it is desirable to treat the grant as an 
ordinary grant in order to reduce the system of grants iIi aid 
to such cases as cannot otherwise be dealt with. In some cases, 
however, a grant in aid inay be made because the expenditure 
is so uncertain that it would be inadvisable to appropriate a 
definite sum more particularly. The detailed expenditure would 
then be audited as strictly as a vote which had been definitely 
appropriated, a note in the estimates providing for this. 

Grants in aid should, however, be considered as exceptions to 
the rule in our financial system, and should be restricted as 
much as' possible to those cases in which ordinary grants and 
the rules governing them are not. applicable. The guiding 
principle under which they are made is that they should be 3 R. 
limited to cases in which it is intended that the grant shall ~~~~T.M. 
be handed over to the grantee by the accounting officer of· . 
the vote concerned; as a free gift and as a final payment, not 
subject to the normal rule of surrender of any balance un-
expended within the year. . 

The extent of audit required for a grant in aid depends in EV.I9IO, 
each case on the terms on which the grant was made. With R.235 2 
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regard to some, there are conditions attached by Parliament; 
and with regard to others there are treasury conditions as 
to audit. They may be subject to audit in detail, or exempt 
from such audit. Publication of the accounts is not a neces
sary 'sequence of audit; in fact there are very few cases of grants 
in aid where the detailed expenditure is published. In the 
absence of ,any directions to the contrary, the functions of 
the Comptroller and Auditor General are limited to seeing 
that the Ploney has been issued within the year by the account
ing pfficetto the grantee; in other words, the statutory 
appropriation audit is confined to seeing that the accounting 
officer is entitled to credit for his payment. When Parliament 
makes an unconditional grant, subject to no restriction, no 
question of detailed audit of expenditure arises. Under 
this category would be included grants, or in effect subscrip
tions, to bodies such as the Royal Geographical Society, over 
which the state neither has nor seeks to have control. Sub
sidies to steamship companies are on a somewhat analogous 
footing, so far as the expenditure is concerned, as, though in 
this case the state may claim to be represented on the board', 
and the payment is in the nature of a retaining fee with a view 
to securing a definite though hypothetical object, the method 
of expenditure in relation to that object is not susceptible of 
audit by the Comptroller and Auditor General. When small 
grants are made to public or semi-public bodies or societies, the 
principle is to regard them as SUbscriptions and not to audit 
them, The question of audit is a matter for the grantees 
themselves. The Public Accounts Committee; however, may 
reasonably ask whether those who receive the grants have a 
proper audit of their oWn accounts, as Parliament has a right to 
know that the money it has given has been properly accounted 
for generally. If the grant supplies the whole revenue, as in 
the case of the Meteorological Office, then the Comptroller 
and Auditor General audits the expenditure in detail. 

The grant for government hospitality is peculiar in that, as 
a matter of policy and expediency, there is no account pub
lished, but the Comptroller and Auditor General audits the 
expenditure in detail. Provision is made by a note in' the 
estimate for the non-surrender of the balance, which is shown 
among the deposit funds,accounted for by the Treasury, the 
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policy approved by Parliament being to accumulate a fund. R. 1910. 

The audit of the Comptroller and Auditor General is directed EV.2487 
to seeing that, when expenditure takes place. it is incurred 
on the purpose for which the grant is given. In the case of 
grants to government institutions such as the National Gallery, 
the grant in aid accounts are audited, and therefore the Comp-
troller and Auditor General is able to follow them up and 
to satisfy himself generally that they are eventually spent on 
the purpose for which the money was provided. They need 
not, however, be spent-and are frequently not spent-within 
the year, but may be retained until required. In all grants 
of this nature there must be a specific declaration, or a clear 
understanding as to the intentions of Parliament. Certain 
grants may be in the nature of grants in aid and yet not 
placed on the same footing as normal grants in aid. Unless 
there is clear proof or evidence that they are actual grants in 3 R. 
aid the Comptroller and Al1ditorGeneral is under obligation 1894.54 
to treat them as normal grants and audit them under the -5 
Exchequer and Audit Act. He cannot in such cases accept 
an audit made on behalf of the grantee. 

The cases in which grants in aid are subject to the Comp~ Cpo 3 R. 
troller and Auditor General's audit may be divided into three 1896. 
classes. In the first place special p~ovision may be made by App. 16 

Parliament "for the audit, in which case a note to that effect 
should be added to the estimate; secondly. an examination 
of the expenditure may be directed by the Treasury, while, 
further, some grants are administered under treasury regula-
tions designed to ensure that the money is properly expended; R.19I!. 

and thirdly, the grants may be indirectly examined because EV·385 

the accounts of the grantees in which they appear come under 
the Comptroller and Auditor General's audit. 

The usual objects with which an examination is carried, 
out are to see that the expenditure generally is "covered by 
the purpose for which Parliament intended it; to enable 
future grants to be regulated on the basis of the needs of the 
grantee as shown by the expenditure; and, lastly, in the case 
of those grants of which any unspent balance is liable to sur
render, to ensure that the correct amount is surrendered. 
The audit on these lines is necessarily more restricted in many 
ways than the audit of ordinary grants, and is only carried 
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out for a definite and limited purpose, varying in different 
cases according to the nature of the grant. To limit the dis
cretion of the grantee might have the effect of defeating the 
purpose of the grant. 

R. 1910, The audit of grants in, aid made to colonies and protector
App. 9 ates is on a somewhat different footing. From I867 to I886 

colonial ac«ounts were audited by the local governments, 
subject to an additional audit by the Comptroller and Auditor 
General in the case of colonies receiving grants in aid from 
Imperial funds. In I886, on the invitation of the Secretary 
of State for the Colonies, the Comptroller and Auditor General 
undertook the audit of the accounts of the remaining colonies 
and a colonial audit branch, attached to the Exchequer and 

Cpo 2 R. Audit Department, was formed in I889, this branch being 
'1906,17 formally amalgamated with that department in I906. 

Throughout this period, therefore, the audit of colonial grants 
in aid fell within the third class mentioned above-namely, 
that in which the accounts of the grantee were audited by 
the Comptroller and Auditor General. Four years later this 
department was reorganised, and the work was transferred 
from the control and direction of the Comptroller and Auditor 
General to that of the Secretary of State for the Colonies, 
who dealt with it through a colonial audit department. This 
department, which is responsible to the Secretary of State, 
audits all the accounts, both of revenue and expenditure, by 

'local auditors whose operations are controlled and directed 
by a small central establishment attached to, but not part of .. 
the Colonial Office. It is, therefore, independent of the local 
executive governments, and this provides an effective and 
convenient service, so conducted that the Comptroller and 
Auditor General is able generally to accept the certificate of 
its head in ~upport of the accuracy of the details of the accounts 

3 R. of the colonies rendered to him by the accounting officer of 
1910, 21 the vote for colonial services, in evidence of the proper appli

cation of the Imperial grants in aid of the local revenues of 
the colonies. The acceptance of this certificate relieves the_ 
Comptroller and Auditor General of detailed examination, 
while at the same time giving him a free hand for further 
scrutiny whenever he considers it necessary. He is furnished 

R. 1912, with all the information he requires and has a controlling 
Ev, 1928 audi~ to be exercised at his discretion. The degree of scrutiny, 
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however, which he gives to the detailed expenditure is depen
dent on the actual conditions of the grant in each case. The 
Public Accounts Committee and the Comptroller and Auditor 
General are strictly only concerned with exchequer-aided 
colonies, but in practice it is not possible to confine the work 
of the colonial audit department to financially independent 
colonies and protectorates, as particular dependencies fre
quently pass from one category to the other. The present 
system, therefore, provides a convenient arrangement with
out limiting parliamentary control over the appropriation 
of exchequer grants. 

Thus it will be seen that the audit of grants in aid varies 
greatly in extent and method, ranging from the simple appro
priation audit of the expenditUre of the grant as a lump sum 

"to the detailed examination of the expenditure by or on behalf 
of the Comptroller and Auditor General. The determining 
factors are the intentions of Parliament, the nature of the 
grant, any special conditions attached to it by Parliament, 
and, finally, any special directions given by the Treasury. 

A somewhat similar principle is involved in the case of 
grants to Territorial Force Associations for the discharge of 
their special functions. The intention of Parliament being R. 1910, 

to give the associations a free hand as to theiradminis- EV·775-
tration, provided it is regulated on uniform principles"; the 9 

sole idea is to control the income, in the interests of the public. ~. 19
12

, 

but not to control the expenditure, generally speaking. The V.244° 

Comptroller and Auditor GeneJ;"al. therefore, does not audit !~~i: 
the accounts-and is in fact absolutely precluded from auditing Acct., 
them-but calls for them solely to satisfy himself that they 1913-14 
have been audited, and that the regulations as to audit by C.&A.G. 
the professional auditors have been complied with. His exam- ~. 5 
ination is merely an inspection. The professional auditors, E/~~~7 
i.e. the chartered accountants. see that the grants are expended 
for the purpose for which they are made. The military 
inspectors see that the men are properly equipped. 

An account which is dealt with on similar lineS is that of 
expenses under the Unemployed Workmen Act, Ig05. A 5 Edw. 
supplementary estimate is presented during the year arid a VII. c. 18 
grant made for contributions in aid of expenses-a note being 
appended to the effect that the expenditure is to be audited 
as provided under the act. The expenditure therefore" is 
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audited by the Local Government Board, and the Comptroller 
and Auditor General is only concerned with the audit of the 
bulk receipts of the several local authorities. 

The powers of the Comptroller and Auditor General as 
to the audit of grants in aid are not, however, limited in every 
case to the audit of the issue of the grant itself, though that 
may be the extent of his statutory duty. He has power to 
take such steps as he may deem necessary to satisfy himself 
of the propriety of any charge to the vote. If, therefore, a 
grant is made upon any condition connected with the receipts 
or expenditure of the grantee, the accounts of the latter are 
liable to be examined by the Comptroller and Auditor General, 
if he sees fit to do so, both on his own behalf and also on behalf 
of the department which administers the vote. The nature 
of the case may frequently require the exercise of tact and 
discrimination on his part in CflTying out this duty. Again, 
it is; to be remembered that certain aid grants are voted by 
Parliament for more or leSs specific purposes and, though 
the. expenditure need not necessarily take place within the 
year, yet there must be evidence or an understanding that 
it is going to be used for the purpose for' which it has been 
provided. If the funds voted turn out, in the event, to have 
been unnecessarily large, the surplus should 'be surrendered and 
the ~timate for the' following year's grant in aid reduced. 
There can be no justification in such a case for putting the 
money by to be spent afterwards upon services which were 
not within the contemplation of Parliament. 

Miscellaneous A CCOfents 

In additiori to appropriation accounts, and the accounts 
of the grants in aid already alluded to, there are many other 
classes of accounts, which are more or less directly connected 
with public moneys, which the Comptroller and Auditor General 
audits or examines under treasury direction or under statute, 
or in which he makes no audit at all, accept'ing the audit of tKe 

R. 1914. independent auditors, as in the case of the accounts of approved 
16 societies and insurance committees which are audited by the 
~ t 2 'National Insurance Audit Department constituted in 1912• 

§ 54' ~f5The account of \the national health insurance fund itself is, 
.however, subject to the audit of the Comptroller and Auditor 



COMPTROLLER AND AUDITOR GENERAL 237 

General by specific enactment of Parliament, as also are 39 & 40 

the Chelsea: Hospital capital and income accounts, the funds Vic.c. 14. 
of the Court of Chancery, and certain other classes of accounts 'V3~ & 36 . ~~~ 
--such as road unprovement and development funds, loan 9 Edw. 
accounts and defence accounts. VII. 0.47 

In the case of various other accounts, which do not directly 
affect Imperial funds and which do not come before the Public 
Accounts Committee, the audit is made by the. Comptroller 
and Auditor General under treasury directions and a clearance 
certificate furnished by him to the accountant concerned 
under section 38 of the Exchequer and Audit Act.. Thus 
many departments hold deposit funds which mayor may 
not be public money, but the balances on which are held by 
the Paymaster General as part of his general cash account. Army 
The War Office, for instance, administer various bequests, the Appr. 
accounts of which are subjected to a periodical test check A~~t. 
by the Comptroller and Auditor General. The army prize ~. 2~-;' 
money and legacy fund, administered by the commissioners 3 R. 
of Chelsea Hospital, is public money but there is. no annual 1902,5 
parliamentary grant ; it is therefore different from an, appro- R. 19II, 

priation account, but the Comptroller and Auditor General EV.2898 

audits it as an ordinarv account. Other accounts which ~.&A.G. 
come into this category ar~ those of the Treasurer and Harbour 17

emo
. 

Commissioners of the Isle of Man; the establiShment accounts 
of the colonial branches of the Royal Mint; and certain 
Channel Islands accounts. 

A further class of accounts which come under the review 
of the Comptroller and Auditor General are the commercial 3 R. 
accounts of telegraphs and telephones. In accordance with 1910,35 

a treasury minute of 7th September. 1909. these accounts 
have to be submitted to that officer for examination. They 
are printed separately from the Post Office appropriation ac-
count and reported on by the Comptroller and Auditor General. 
Similarly, the funds and securities of the Public Trustee are 
examined at the request of the Treasury. Such accounts as 
the revenue accounts of the customs and inland revenue, and 
the post office savings bank are also audited by the Comptroller 
and Auditor General under section 33 of the Exchequer and 
Audit Act. 

It may be said, indeed, that there is hardly any class of 
accounts, connected directly or indirectly with public moneys, 
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which the Comptroller and Auditor General may not be required 
. to e~a,mine under parliamentary authority or treasury instruc
tions, other than those for which the audit has been otherwise 
specially legislated for. The increase of the latter class of 
accounts, arising out of the new conditions created by modern 
social legislation, has raised· fresh problems of account and 
audit which yet remain to be solved. 

A further duty of the Comptroller and Auditor General, 
which is tather one of statistics than audit, is the presentation 
of total cost statements of the different departments. His 
responsibility for its correctness is, however, limited; for he is 
responsible only for matters of vote and nbt for matters of 
statistics. This statement, to which further reference will 
be made later, is prepared not under treasury direction, but 
as part of his duty as the informant of Parliament at the 
suggestion of the Public Accounts Committee. In addition 
to rendering the general statement of total cost, it is also his 
inv.ariable practice to call attention. to the total cost of a de
partment· by mentioning certain cognate services which are 
provided under other heads. 

v. STORE, EXPENSE, AND MANUFACTURING ACCOUNTS 

The functions of the Comptroller and Auditor General in 
relation to store and expense accounts are analogous to, but 
on a somewhat different plane from, those which he exercises 
over the cash accounts. . So far as the latter are concerned, 
the method of using, or date of use, of stores is immaterial. 
The original cost of the stores appears under date of p~rchase 
in the cash account as a final charge. .Store expense accounts 
are· therefore not an integral part of the cash account, nor, 
from the cash accounting point of view alone, are they in any 
way essential. But though a cash account may be perfectly 
in order as such, it does not necessarily furnish any guarantee 
that the sto;res purchased with the money provided by Parlia
ment have been utilised in the manner intended by Parliament. 
'Irregularity in the disposal of public stores is equivalent 
to an illegal appropriation of public money, and an audit 
of the expenditure of money granted by Parliament for the 
purchase of stores does not satisfy Parliament as to the final 



COMPTROLLER AND AUDITOR GENERAL 209 

application of such money-that is, as to the proper disposal 
of the stores.' The cash account shows the purchase, the Cpo R.C. 
store account shows the existence, and the expense account Civ. 
shows the use. Stores may be misappropriated- as well as Es;a~. 
money, and the resulting loss to the public is the same whether ~789-9~ 
the money granted to purchase the stores is misappropriated or 
whether the stores themselves, after purchase, are misappro-
priated. Audit of the cash accounts guards against the former 
contingency. An audit of the expense and store accounts is 
equally necessary to guar~ the public against loss from the latter 
contingency. It may even be more necessary, since the pos
sibilities of loss to the public are frequently greater when stores 
are dealt with, owing to the fact that laxity, negligence, and 
fraud can more readily creep in than in dealing with cash. 
it is only one of the functions of the Comptroller and Auditor R. 19II. 

General to see that public money is spent correctly. His audit EV.30 79 
of the store accounts is, in the public interests, of equaJ 
importance. , 

Expense accounts and storekeeping are strictly of an 
administrative character, however, and possibly it was for 
this reason rather than from want of appreciation of th~ im
portance of the question that Parliament did not in 1866 
make more definite provision for the Comptroller and Auditor 
General's duties in relation thereto. The only reference to 
stores in the Exchequer and Audit Act is in section 40, 'which 
states that • In all cases where the Comptroller and Auditor 
General shall be required. by the Treasury to examine and 
audit the accollnts of the receipt, expendit~e, sale, transfer 
or delivery of any securities, stamps, government stock or 
annuities, provisions or stores, the property of her Majesty, 
he shall on the examination of such accounts being completed. 
transmit a statement thereof, or a report thereon, to the Trea-
sury,' and if approved, give the accountant a discharge for them. 
While therefore Parliament did look forward to some form I R. 
of store audit· by the Comptroller and Auditor General, it ~895, 
thought fit to leave it to the Treasury to determine in what PP·4 
cases it should be exercised, and what the form should be, 
and did not require that it should itself be informed of the 
result. The importance of the subject was, however, early 
recognised by the Public Accounts Committee and the ., 
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4 R. Comptroller and Auditor General, and efforts were constantly 
18940 33 directed to inaugurating and building up a system which 

should have the effect of bringing up and levelling the control 
over the stores to the same standard as that which prevailed 
in the case of cash. 

Following upon the establishment of a system of test 
2 R. audit of th.e cash accounts, previously mentioned, the Comp-
1879,95 troller and Auditor General in :i:878 raised the question of 

the extension of that audit to the manufacturing and store 
accounts of the army; but it was then decided by the Public 
Accounts Committee which considered the question in the 
following year, that the time ~as not ripe for entering upon 
the question of the extension of the duties of the Comptroller 
and Auditor General to the audit of stores, though its impor
tance was recognised. The new system inaugurated by the 
Exchequer and Audit Act was still in the experimental stage, 
and the examination of the appropriation accounts of the 
army and navy by the application of the test audit had not 
been fully worked out. The. question was therefore tem
porarily postponed; but only a year later the Public Accounts 
Committee again referred to it. I Whether/ it observed, 

2 R. 'aiW independent criticism of the store accounts should be 
1880,43 established, and if so, how far, and with what limitations it 

should be exercised, are questions of old standing, and of 
R. 11182, great difficulty.' Again, in 1882, the committee expressed its 
132 opinion as to the advisability of applying anindependellt 

test to expense accounts, though recognising the difficulty 
of doing so, in such a manner as to avoid trespassing upon 
administration, or relieving the department of its proper 
responsibility. The expense and store accounts of the army 
and navy were examined and reported on departmentally; 
but in the absence of any machinery for bringing the accounts 
or the departmental reports before the Public Accounts Com
mittee and the Comptroller and Auditor General, no proof 
was afforded. to Parliament of what Parliament had a right 
to know~that the stock accounts were substantially correct. 
The functions of the Comptroller and Auditor General under 
section 22 of the Exchequer and Audit Act~that is to say, 
in respect of the appropriation of the grants~were limited, 
So far as the examination of store vouchers were concerned, 
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to seeing that they justified the cash accounts. He was not R. 18S2, 
enabled to give a certificate under section· 40 of the act. The 12 

committee suggested that expense accounts which indirectly 
relate to the expenditure of Imperial funds might properly 
be brought within the description of accounts, other than 2 R. 
appropriation accounts, which are legislated for in section 40 , 1888, 
Exchequer and Audit Act, and that consequently a treasury 13

2 

minute would be sufficient to direct the Comptroller and 
Auditor General to examine and audit them. That such a 
procedure would have been both possible and legal was not 
denied; but in view of the important issues involved, the Idem, 
Treasury expressed ·an opinion that it would be preferable ~.M. 
that the powers under which the Comptroller and Auditor 
General should apply his audit to the expense accounts of 
the navy and the manufacturing accounts of the army and 
navy should be derived from Parliament itself, and that a 
bill should be mtroduced which would not only empower 
and direct him to examine these accounts in such manner 
and to such extent as may be laid down from time to time 
by the Treasury, and to report annually to Parliament the 
results of such examination, but which would also require .the 
departments to prepare and render these accounts, which 
are of great value. • Compiled from the wages sheets, from R.C. 
the notes of stores issued locally or purchased at head- Civ. 

quarters, the~ show the. ac~ual purposes for which wages ;~~.b., 
have been prod or matenals Issued. They are the I.1ecessary para. 85 
complement of the appropriation accounts. In the hands 
of an expert they open up all kinds of suggestions and 
hints, and so constitute a valuable weapon of financial 
criticism.' 

In the meantime the question of store audit had been 
taken up by the Treasury under the administrative powers 
conferred on it by the act of 1866. As a preliIninary measure 
it was decided to deal with the case of the Stationery Office 2 R. 
store accounts by a special and temporary arrangement 'in 1883. 12. 
view of the usefulness of the larger experience in the audit T.M. 6. 

of accounts of this nature which might thus be gained.' The 
first report on these accounts under this arrangement was 
made in 1886. and provided a valuable guide to the extension 
of the system to the larger store questions of the anny an4. 
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navy. In regard to the army, the Treasury stated that, in 
its opinion, the object was that the War Office should itself 
examine and compile an annual account of stocks, and, when 
prepared, it would be for the Treasury to judge to what extent 
an efficient control over the stores is secured, while such an 
account would afford a fitting opportunity for the Comp
troller and .Auditor General to express his view as to what 
further independent audit he could do. As a result of these 
measures the principle of store audit was definitely established, 
and a treasury Ininute of 15th November, 1886, imposed upon 
the Comptroller and Auditor General the duty of the audit, 
the first report being submitted to Parliament in 1888. The 
early exaIninations of the Comptroller and Auditor General 
were necessarily of a tentative and liInited character, and were 
directed mainly to the efficiency of the system. His first 
object was, as he explained in his report, to ascertain:-

1. Whether regulations exist which appear to be cal
culated to secure within the department an efficient control 
over the receipt and disposal of stores. 

2. Whether the regulations laid down are duly en
forced . 

. The securing of an efficient system was necessarily the 
prime consideration. The development of store audit under 
that system followed in due course, and has tended to secure 
to Parliament a control over the stores approaching, if not 
equal to, its control over the cash. The change was met by 
the departments on the whole in the spirit with which it 
was introduced. Store .audit was a I novel institution,' and 
resulted in the store transactions of the departments being 
for the first time subjected to external criticism, just as twenty 
years before, regular and systematic external criticism had 
for the first time been brought to bear upon the cash accounts. 
But while the new system inaugurated by the Exchequer and 
Audit Act was unpopular at first and resulted in much dis
cussion and doubt as tq the exercise of the functions of the 
Comptroller and Auditor. General, there was no such feeling, 
either on the establishment of store audit, or of the audit of 
expense and manufacturing accounts. The publication of the 
first report on store audit elicited from the Treasury an ex
pression of its appreciation of the evident friendliness of 
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the relations between the audit department and the officers 
concerned with the storekeeping. 

The spirit in which these changes were met by the depart
ments exemplifies the development of the attitude of depart
mental officials, in that they were learning to appreciate the 
fact that Parliament had a right to control every aspect of 
expenditure, and in the realisation of the fact that that con
trol could only be efficiently exercised through the agency 
of the Public Accounts Committee and the Comptroller and 
Auditor General. The importance of correct store accounting 
was not, however, grasped as readily as that of cash accounting, 
and six years later the committee observed that the depart- 4 R. 
ment:; hardly yet realised to the full their responsibility in 1894.33 
the matter, while at the same time. it placed on record its 
'sense of the progress which had been made: t Mainly,' it Idem. 32 
was stated, ' through the action of the Public Accounts Com-
mittee and the Exchequer and Audit Department, we have now 
got valuation accounts which we never had before, and we 
now know a great deal more a,bout the value of the stores than 
ever previously: 

The principles which restrict the functions of the Comp- 1 R. 1895. 
troller .and Auditor General in dealing with administrative ApP·4 
matters in connection with the cash accounts are equally Cpo 2 R. 
applicable t.o his exa.min~tio? of the store accou~ts, and the ~~~: 50, 
treasury mmute which Instituted the test audlt for stores 
also made it clear that the functions of the Comptroller and 
Auditor General were restricted. The same is true of expense 
accounts which are strictly of an administrative character. 
Any report of the Comptroller and Auditor General must 
necessarily be of l:\- general character, and so framed as not to 
trespass upon administration nor to relieve the department R. 1882. 
of any responsibility, though it may assist towards proving 132 
to Parliament that the stock accounts are substantially 
correct. So, too, the observations which have already been 
made on the subject of demanding information, and the 
powers of departments to withhold it, are equally applicable 
in the case of the store audit and the examination of expense 
accounts, and need not be further enlarged upon. In yet 
another respect there is an analogy between cash and stores. 
In considering the cash accounts it was pointed out that the 



Idem, 43 

R. 1887, 
App .• 
p.206 

IR. I885, 
App·4 

214 PARLIAMENTARY GRANTS 

verificatiqn of cash balances was a purely administrative duty 
and did not concern the Comptroller and Auditor General. 
The corresponding duty, in dealing with stores, of stock-taking 
is equally ,administrative, and on the same principle falls 
outside the scope of the Comptroller and Auditor General's 
functions. The effect of imposing stock-taking on the Comp
troller and Auditor General would be to commit to him a definite 
part of one of the functions of administration, which properly 
belong riot to an auditor but to the chief of the administering 
and accounting departments. The treasury minute previously 
referred to directed that' the regulations of the departments 
should provide for periodical stock-taking of all stores in 
charge, under conditions affording a sufficient guarantee of 
the existence of the certified balances-that is to say, the 
sto~k should be taken and certified by boards of survey, consist
ing of one or more responsible officers wholly independent of 
the store-keeping branch, in- addition to the storekeepe~ or 
his representative. It will not be the duty of the Comp
troller and Auditor General at any time to take part in these 
surveys of stock. The duly certified statements of the properly 
constituted boardS of survey. will be accepted' by the Comp
troller and Auditor General for the purpose 'Of comparison 
with the balance of stock remaining on charge as appearing 
in the stock ledgers-subject, of course, to any observations 
which the Comptroller. and Auditor General may see fit to 
make in regard to the apparent efficiency or otherwise of the 
arrangements for stock-taking.' Such a course was stated to 
be in accordance with the practice in regard to the audit of the 
store accounts of commercial concerns. 

The importance, however, to the public of a ~orrect state
ment of stock was considered by the Public Accounts 
Committee to be so great that it was strongly disposed to 
recommend an extra-departmental stock-taking, and it was 
only in deference to the objections raised by the Comptroller 
and Auditor General and the Treasury that it refrained from 
making a definite recommendation to that effect. The argu
ments against such a course were clearly stated by the Treasury 
in its minute of 19th October, 1894. The Comptroller 
and Auditor General' should do nothing that may tend to 
tfansfer responsibility for stock-taking from the administering 
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department to his own shoulders. Therefore, he shotild take 
no action whatever which might be held to justify the inference 
that he in any degree accepted such responsibility. The 
department that administers a store service is responsible 
for the proper stores being procured, in point of character, 
cost, quality, and quantity, for their safe custody pending 
use, and for their being used for the rigllt objects, so long as 
they remain within its jurisdiction. The public is not con
cerned with where the stores are,. so long as the right stores have 
been economically bought, are forthcoming in good order when. 
wanted, and are being economically used. It would be simply 
injurious to the public interest if any other department were 
to intervene and assume whole or joint responsibility at some 
particular mesh, and no other, in the web of administration.' 

. The Public Accounts Committee fully.recognised that depart-4 R. 
mental stock-taking must be' maintained with the responsibility 189:1-,40, 
of th!l departmental officers unimpaired, and accepted-though 42 
somewhat reluctantly-the view that a weakening of .such 
responsibility would follow a test stock-taking by the Comp-
troller and Auditor General; while simultaneously a very 
serious responsibility would be transferred to the audit 
department, fully weighted already with its cash duties. If 

. such a step were initiated, and anything should subsequently 
tum out wrong in the stock, the departmental authorities 
might try to cast the onus on the Comptroller and Auditor 
General and ask why he did not find it out. On the othef 
hand (although stock-taking is not one of the normal functions 
of the Comptroller and Auditor General) the Public Accounts I, 1896, 

. Committee, the Comptroller and Auditor General, and the 13, T.M, 
Treasury are all agreed as to the expediency of stock-taking 
by officers wholly independent of the storekeeping branch; 
whenever that arrangement is practicable. 'The checJting R.C. Civ. 
of store officers by an independent officer within the depart- Es~ab., 
ment is an essential factor in good administration.' In this ~ar~. 98 
manner a reliable result can be achieved without weakening 
the responsibility of the department, whose own officers would 
take the stock. The Admiralty, however, do not have any R. 1910, 
independent stock-taking in the service afloat, though the Ev. 468-
accounts are very closely scrutinised. The commanding 471 
officer's certificate is accepted as sufficient. 
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But 'again, while the Comptroller and Auditor General 
is precluded from taking stock as a matter of system, he has 
not felt that he was absolutely prevented from doing so in 
any case in which he felt that his official position justified 
such action. This step would, however, only be taken in 
isolated instances, and for a specific and limited purpose; and 
this being llnderstood, the question of departmental responsi
'bility would not be affected. With a view to giving the Comp
troller and Auditor General such measure of control over the 
actual stock as might be necessary in certain cases, in order to 
enable him to' discharge his duties to Parliament, while at 
the same time meeting the objections to imposing upon him 
the actual~ stock-taking, the Public Accounts Committee sug
gested a course which it considered would ensure the desired 
result. It recommended that the Treasury should empower 
him to cause a special stock-taking to be perfonned in any 
case where, from any suspicion or apprehension of error or 
other cause, he might'deem such a measure to be desirable or 
necessary. In such cases:'he should have the power to reqttire 
that the stock be taken iIi the presence of himself or his officer. 
Thus not only would the' check be absolute, but the knowledge 
that such a power resided in the audit department would 
ensure the utmost carefulness on the part ,of the depart
mental authorities in having the stores accurately reported 
and valued, and also in making their stock-taking as complete 
as possible. By this means the 'hands of the Comptroller and 
Auditor General would be strengthened without any undue 
responsibility being cast on him, and without the responsibility 
of the department being impaired. The exercise of such a 
power demands much discretion, as regards the extent and 
occasion of the demands on his part, while its sU,ccess demands 
the ready co-operation of the chiefs of the department con
cerned. The Comptroller and Auditor General must of course 
be the sole judge of the cases in which the power should 
be exercised, and of the reasons by which such exercise would 
be justified, but as a parliamentary officer he can be trusted 
not to abuse or exceed the authority. In the exercise of it 
he is trenching upon an administrative function, and though 
his duty in that respect is recognised, it is still within the 
power of the department to protest, if of opinion that he is 
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going too far, and to have the case brought before the Public 
Accounts Committee. A somewhat different prinCiple is 
involved in the case of the war reserves which are maintained 
by the War Office, for these quantities are kept secret. The 
Comptroller and Auditor General verifies the record systemati
cally under arrangements with the War Office with a view 5 R. 
to Parliament having an independent assurance that they 1909. II 

are in existence. 'As regards the authorised establishment 2 R-
of war reserves, the nature and amounts are technical questions 1910.31 

determined on the authority of the Army Council, and any 
test check by the Comptroller and Auditor General is there-
fore limited to the verification of the store record of what is 
stated to constitute a reserve.' The question of the correct R.1912. 
composition does not come within his province. Further, EV.2716 

though it rests with the Army Council to say when they will 
lay down a reserve, yet if a scale has been laid down, a short-
age from the authorised quanuty of an article which has 
never actually been completed should be shown as a defiCiency. 
So also in the case of departments generally. The proper 
amount at which a reserve of stores should be maintained 2R.1888. 

must be left to each department to determine, from time to 79 
time, as a matter of administration; but the Comptroller and 
Auditor General, though he cannot question the policy of 
the department in this respect, may usefully call attention 
to any material differences of such reserves at the. end of the 
financial year as compared with the previous year, for such 
a point might have a direct bearing on the cash account of 
the store v~te or sub-head. Parliament, in fact, requires to 
be satisfied, through its own officer, not only that the stock 
stated to exist does exist, but also that the full amount 
authorised exists, or that a shortage is explained. 

The Comptroller and Auditor General's audit of store 
accounts is, as in the case of cash accounts, limited to a test 
examination. In the conduct of this he has many opportuni- 1 R. 
ties of observing the effects and defects of particular methods 1895• 
of administration in their bearing on the receipt, custody, pp.1-
and issue of stores. He is therefore in a favourable position to 
supply the Public Accounts Committee with highly beneficial 
criticism of those methods, and at his discretion, and . with 
the concurrence of the department concerned ... may make 
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suggestions directly to the department ",ithout impairing the 
responsibility of the administrator. Moreover, although he 
does not himself take stock, the reports of all the stock ... 
taking officers are open to him and his officers, anq he can 
comment freely on them in his reports, criticise the regula
tions under which they are made, and express -his opinion 
as to how far such regulations are fitted for their purpose and 
have been observed. Discrepancies in the accounts may be 
small and perhaps unimportant, taken individually, but by 
their number and frequency they may tend to show both 
weakness in· accounting and imperfection in the departmental 
examination. The functions of the auditor are, therefore, 
not only beneficially exercised in the discovery of serious 
errors himself, but indirectly by their influence on the depart- . 
mental accounting. While not in the slightest degree relieving 
the department of the duty of most constantly and carefully 
supervising its officers and their system of store accounting, 
the check of the Comptroller and Auditor General has the 
effect of keeping the department up to the mark, ensures 
that its system is carried out, and enables him to satiSfy 
Parliament that this is so. The knowledge possessed by a 
department and its officers that its acts with reference to store 
transactions would be subject to an external and wholly in
dependent criticism, exercised on behalf of Parliament, would 
tend to prevent fraud, extravagance, and waste. So far 
from trusting to any action of the Comptroller and Auditor 
General for the discovery and adjustment of error, the depart
ment . should rather regard his inspections as opportunities 
for establishing proof of the efficiency and accuracy of its 
system. 

If the fact of stores having ceased to be serviceable remains 
undiscovered for some time, and therefore is not noted in the 
accounts, the fault lies in the method of inspection, not in the 
accounts. The latter would be a correct record of the stock, 
but not of its quality, and the loss to the public would be con
cealed. It is, therefore, equally important that Parliament 
should be satisfied through the .Comptroller and Auditor 
General of the soundness of the system of inspection as of the 
accuracy of the store accounts, and he would be justified in 
calling attention to cases which might come to notice of obsolete 
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or unserviceable stores, or .even to what might appear to be 
an excess of stores beyond normal requirements, if the stores Cp.2R. 
were of such a nature that loss might ocCur through deteriora- 190 7, 29 

tion. Such points would, however, require to be dealt with 
with discretion as they would inevitably be involved with 
questions of administration and policy .. 

Another aspect of the store audit to which the Comptroller 
and Auditor General's examination is necessarily directed 
is that of depletion of stocks, which is closely connected with 
the control of Parliament and the Treasury.· The appropria~ 2 R. 
tion account is no guide to the adequacy of stocks. Though 1881, 77 
the store votes may show' savings: the real value of s]lch 
• savings' cannot be determined without reference to the 
condition of the stock account at the commencement and end 
of the financial year. A surplus maybe shown in the appro
.priation account, as between expenditure and grant, which so 
far as the cash account is concerned is absolutely correct, 
but which may in facf have been obtamed by an exhaustion 
of stores or stock in hand. The store and expense accounts, 
therefore, serve to check the appropriation accounts. As far 
as the cash transactions are concerned, a department is re-
stricted by the Appropriation Act, but that act does not touch 
the issue of stores from stock, and therefore it is within the 
power of a department to, in effect, increase its annual spending Cpo 4 R. 
power by using up those stocks which Parliament had intended 1892,62 

to be kept in reserve. Any undue depletion of stock would 2 R. 
be brought to the Comptroller and Auditor General's notice 189'i ~ 
in the store records, and it would be his duty to report on it, -22, . . 

if of. opinion that the action was due to illegitimate motives. 
As a rule, no considerable depletion not estimated for, and no 
considerable diminution of an increase of stock -that has been 
estimated for, should be deliberately incurred without warning 
to the Treasury and the furnishing of an explanation. 

A natural sequel to the examination of the records of the 
stock in existence is a verification of its value, when information 
of this nature is prepared for the information of Parliament. 
When valuation statements are inserted in or presented 
with the appropriation accounts, it is especially important 
that Parliament should have some independent assurance 
of their approximate correctness. From an audit point -of 
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R. 1910, view, store values are not necessary, but, if given in an appro
E,v. 556 priation account, the Comptroller and Auditor General considers 

it necessary to examine them for this purpose. This is simi-
4 R. larly secured by a· test examination, instances being'taken by 
1894, 32 the audit department to see that the rates are accurately valued 

into the stock accounts. The audit does not guarantee that the 
whole has been accurately valued, but relies for a practically 
sufficient assurance OIl the same principle of test which is 
applied to other branches of audit. The absence of errors in 
the instances taken is presumptive evidence of general accuracy. 
The discovery of errors would lead to further tests with a view 
to ascertaining whether they were isolated and casual mistakes, 
or whether they were a sign of bad accounting generally. 

An important development in the sphere of store accounting 
and audit has taken place within the last few years, on the 
initiative of the Comptroller and Auditor General, who recom
mended that museum and art gallery exhibits should be put 

. on the same footing as' stores. The question was raised by 
the report of thefts, which resulted in an investigation of 
the system by the Comptroller and Auditor General, and, on 
his report, by the Public Accounts Committee. It was then 

2 R. brought to notice that in no case was there any systematic 
1912,5 survey of stock in the national museums or galleries, either by 

the custodians or by any independent officers, and that no 
procedure existed for reporting to the Treasury and Parlia
ment any losses that might occur. In view of the very valuable 
nature of the articles upon charge in the museums, the subject 
was one of such considerable importance to the public that it 
only required to be brought to notice to be remedied. In 
the case of the big spending departments, all losses by fraud 
or theft have automatically to be brought to the notice of the 
Treasury, and all those above a certain amount (£zS) are 
noted for the information of Parliament in the case of the 

R. 1912, army, navy, and Post Office, whereas hitherto no information 
Ev. 70 had been afforded to Parliament of any losses occurring of 
2 R. valuable exhibits. The committee accordingly recommended 
1912, 5 that definite rules should be laid down as regards reporting 

additions and Writing off deficiencies of such exhibits as in the ' 
case of other stores, anQ further that, while the stock-taking 
would not fall within the range of the Comptroller and Auditor 

\ . 
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General's duties, it was essential that the results of the stock-
taking should be subject to his review. The stock-taking R. 1912, 

should, moreover, be independent of the actual custodian. EV.2026 

Although losses ot this nature may not directly affect the 
public purse, because they must often be irreplaceable, yet in 
the interests of that wider public which derives an intellectual 
profit from such exhibits, this step is one of the greateSt im
portance, for the initiation of which the nation is indebted to 
Sir H. J. Gibson. 

Thus it is seen that store audit proceeds on the same general 
lines and is guided by the same principles as the cash audit, 
with this important difference, that in the case of the stores 
there is, generally speaking, more necessity for the Comptroller 
and Auditor General to extend his inquiries into matters' of 
administration more often than in the case of the cash accounts, 
and consequently the greater discretion is perhaps necessary. 

Closely allied to the stoie accounts are the manufacturing 
and shipbuilding accounts, which have already been briefly 
alluded to. The proposal of the Treasury that these should 
be audited by the 'Comptroller and Auditor General under 
the direct authority of Parliament, rather than under its 
own administrative action, was carried into effect by the 
passing of the Army and Navy Audit Act of 1889, -' an act to .52 & 53 
make provision for the audit of the manufacturing and ship~ Vic. 
building and other like accounts of the army and navy.' This c. 3

1 

act marks a further important- step in the increased scope of 
parliamentary control. It is complementary to the Exchequer 
and Audit Act, and its intimate connection therewith is shown 
in clause 2, which enacts that it is to be 'construed as one 
with the Exchequer and Audit Act of 1866, and this act and 
that act may be cited collectively as the Exchequer and Audit 
Department Acts 1866 and 1889.' . 

The act requires annual accounts to be rendered by the 
navy showing the distribution and cost of labour in the dock
yards and manufacturing establishments, and by the army 
for the several ordnance factories and manufacturing establish
ments. These accounts must be examined by the Comptroller 
and Auditor General on behalf of the House of Commons,:anq 
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laid before the House, together with his reports thereon. The 
act does not, however, prescribe the method or extent of exami. 
nation, but, following the policy of -Parliament in 1866, it 
leaves it to the Treasury· to determine not only the form of 
the accounts but also the manner in which the Comptroller 
and Auditor General is to examine them. The expense . and 
manufacturing accounts of all the home dockyards were 
subjected to a test examination in 1889-90 for the first time. 
Although the labour and cost of preparation of such accounts 
is great it is justified by , the unique character and importance 
of the shipbuilding programme and the expedience of having 
the means of comparing the cost of dockyard shipbuilding in 
different yards with that of contract shipbuilding.' 

Concurrently with this step the Admiralty spontaneously 
introduced in its estimates for 1888-9 distributive statements 

5 R. and a programme of shipbuilding' in the hope that parliament-
1 890, 16 ary control could in future be exercised over the use as well as 

upon the purchase of materials, and over the particular services 
upon which labour is employed.' It desired, in fact, to place 
the navy expense accounts as nearly as might be on the same 

3 R. footing as appropriation accounts, 'by presenting for parlia-
1888,27 mentary approval an estimate under the different heads of 

expense accounts, which the executive officers of the board-will 
be bound to follow, and by which the Comptroller and Auditor 

2 R. General will test the accounts.' The insertion of these state-
1889 ·ments. fn the estimates in the fonn of a vote, vote B, was 
Cpo intended to secure binding parliamentary sanction in the same 
Navy 
Esti- mat;mer as vote A secures parliamentary control over the 
mates; numbers. It was not, however, found practicable to submit 
1889/90 vote B for approval by resolution of the House of Commons, 
H.C. or to embody it in the Appropriation Act, but Parliament has 
36/ 191I

,. • dir . t· b th A dNA d· p.222, gIven an m ect sanctIon 0 It Y e rmy an avy u It 
foot-note Act i889, which constitutes it the standard by reference to 

which the Comptroller and Auditor General is to examine the 
expense accounts of the Admiralty. The logical cOI}sequence 
of this arrangement was that the Admiralty deliberately sub
jected its action indirectly to statutory restraint as well as 
directly to treasury control, while at the same time it enabled 
the Comptroller and Auditor General to give Parliament, more 
dearly than he otherwise could have done, the assurance that 
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money and stores had been used f.or the purposes defined in 
the programme for the year. The work of the Comptroller 
and Auditor Gen~ral'under the Army and Navy Audit Act, so 
far as these accounts are concerned, is therefore more clearly 
defined and assisted, as his audit is based on an estimate which 
has been sanctioned by Parliament. ·It is important, therefore, 2 R. 
that if a supplementary estimate is put forward for addi- 1898,21 

tional expenditure under the shipbuilding vote, a supplemen-
tary programme should also be rendered . 

. So, too, in the case of the ordnance factories accounts, there 
is a definite and binding estimate to guide -the Comptroller 
and Auditor General in his audit. This, however, results from 
a different condition; for while, on the one hand, the money for 
shipbuilding is provided by Parliament under another vote of 
those estimates in which the programme is inserted, the money 
for carrying on the ordnance factories is derived from their 
customers. The factories are self-supporting, and having no 
need to ask Parliament for grants to support them, might be 
independent 'of parliamentary control. To guard against this, 
they are required to demand a token grant of £100 every 
year, to obtain which a detailed estimate of incomings and 
outgoings has to be prepared, the token sum being shown as 
the balance between. the two. Thus, in granting this token 
sum, Parliament secures control over the whole, and the Comp
troller and Auditor General's audit follows an estimate which 
is as binding on the department as the other parliamentary 
estimates. As regards the manufacturing as distinct from 
the appropriation account, . the cost results set out in the 5 R. 
production statement are the point to which the Comp- ~890, II 
troller and Auditor General's audit is ultimately directed, and 
if these results are proved to be substantially correct, a standard 
is established by which Parliament might hope, by comparative 
test with outside prices, to. judge of the economical working, 
of the army manufacturing establishments. In other' words, 
the chief aim of the examination is' to see that the cost results R.W.O. 
truly represent the cost of production, and this object is effected Org" 

by tracing .the ~llocation of the value. of the labour expended fJt~ l~. 
and matenals ISsued, from the earlIest records through a . 
necessary series of abstracts into the cost ledger.' The 
commercial footing of the ordnance factories, which make 
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goods and sell them at cost price, renders expense or manufac
turing accourits necessary in their case. 

The army clothing factory is, however, on a different footing 
in that its cost is directly chargeable to army funds. The 

3 R. factory accounts, therefore, merely set out the statistical results 
1891,37 of the manufacturing operations for which provision is made 
2 R. from those ,funds. A similar class of accounts of which the 
1885.36 Comptroller and Auditot' General make~ a test examination 

as to the correctness of credits for proceeds of sales, are those 
of prison manufactures. 

VJ. THE POWER TO DEMAND INFORMATION 

General Principles Involved 

The proper fulfilment of his duties by the Comptroller and 
Auditor General is' necessarily dependent on his being supplied 
with full information. He must be informed not only of the 
intentions of the department, as agreed to by Parliament, but 
also of all departmental and inter-departmental action which 
:bears upon the carrying out, of these intentions, and further and 
more particularly of all special action taken during the year 
which was unforeseen, or not specifically provided for, when the 

E. & A. estimates were presented to Parliament .. He has statutory right 
~ct, §§ 28 of access· to all documents relating to the accounts, and is 

3
1 

directed to immediately communicate to the department his 
()bjection to any item therein. But apart from raising such 
objections to items which may appear prima facie to be im~ 
proper, his functions as an auditor obviously necessitate his 
asking for information on many other points. His observa
tions are made in the form of audit notes, reference sheets, 
queries or letters, according to the relative importance of the 
point raised; It is incumbent on the department to reply to 
these to the best of its ability: not only to enable him to com
plete his investigation, but also to enable him to place the com
plete facts of the case, if necessary, before the Public Accounts 

R. 1887. Committee. Since' he can only deal in his reports with the 
1I8 'facts, so far as they are disclosed in the explanations which are 

given in reply to his inquiries, it is on all accounts desirabl~ 
that he should be furnished wit.h the fullest possibleinforma-
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tion.' Moreover, it is very important that he should, whenever 2 R. 
possible, be furnished with the information for which he asks in 1894,70 , 

time for him to use it in his report on the account concerned. & T.M. 

It would be a mistake on the part of a department to reserve 
its answers to queries until the Public Accounts Committee 
takes evidence upon them, for, if this is done, the time of the 
committee may be occupied in inquiries which might have 
been saved had the replies been received in time to be dealt 
with in the report. The Comptroller and Auditor General is 
under obligation to send his report to the Treasury for presen- E. & A. 
tation to Parliament by a certain date, and the departmental Act, 
authorities should endeavour to furnish replies to the obser- Sch. A. 

vations in sufficient time to admit of his report. being complete 
and comprehensive. 

The carrying out by the Comptroller and Auditor General 
of his extended examination is dependent in some measure on 
the right of a department to withhold information from him, 
and on the extent to which that right is exercised. The general 
question of the right to withhold information has been previously 
discussed; but a more detailed consideration is necessary, with 
special reference to the functions of the Comptroller and Auditor 
General, because it is principally in the relations between that 
official and the departments that disputes on the point arise, 
and have in the past often assumed an acute form. Generally 
speaking, the Public Accounts Committee has from its inception 
supported the Comptroller and Auditor General in his efforts 
to obtain information. In 1875 the committee expressed an I R. 
opinion that the Comptroller and Auditor General is entitled 1875,39 
to look to the accounting officer of every department for the Cpo 4 R. 
information which he requires, and that the officers of .depart- 1892, 8 

ments should be ready at all times to afford information to 
him through their respective accounting officers. In the forty 
years since then this feeling has been gradually strengthened, 
and has latterly been very strongly expressed by the Public 
Accounts Committee, with the result that the Comptroller and 
Auditor General has now little difficulty in obtaining the in· 
formation which he requires and can legitimately demand. It is 
an undoubted fact that he had far less access to the accounts R.I910, 

and the documents relating to them thirty or forty years EV·554 

ago than at the present time. 
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The Rights of the Accounting Department 

The accounting departments, however, have definite rights 
in the matter, and it is rather in respect of the manner in 
which those rights are exercised that the Public Accounts . 
Committee has expressed its criticisms than in any denial 
of tlie rights. Briefly, I a department is bound to show what 
it has spent, and for -what purpose, and on what authority. 
If questioned why the money was spent, with due authority, 
in one way rather than in another, the department may refuse 
to answer the question, but must be prepared to justify such 
refusal to Parliament: It is obvious that information which 
may be legitimately withheld from the House of Commons 
may be withheld from the Comptroller and Auditor General. 
A plea of high state policy or secrecy would effectually bar 
him from further investigation. It is in questions of ad
ministration that the disinclination of a department to give 
information is most generally seen, and the refusals are mainly 
based on principle. While the Public Accounts Committee 
may, at its discretion, investigate questions of administration, 
the Comptroller and Auditor General legally and technically 
is on a different footing, and has no such power. He is not, 
and cannot be, a revising authority. He has no power to 
recommend a disallowance in cases of waste or extravagance 
if the vouchers are in order. He has strictly no authority to 
query or trench upon matters of administration. He is not 
~he statutory authority for investigating abuses, for criticism, 
or Censure. His statutory powers are audit and report, -and, 
in going outside those functions, he _ cannot claim access to 
papers or documents as a right. He must request, and if 
refused he has no redress until he makes his report. This 
view of the position is clearly in accordance with statute and 
usage, and has always been recognised as such. In a minute 
written in I8g8, the Treasury says that its opinion upon . 

'questions of this kind has been frequently expressed-namely, 
that where the info11Ilation is outside the purview of section 28, 
Exchequer and Audit Act, although the Comptroller and 
Auditor General may \pghtly ask- for it, yet the accounting 
department may legitimately withhold it, or the papers 
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containing it, but must be prepared to defend its ref1.lsal, if 
necessary, before the Public Accounts Committee. 

On principle, therefore, a department has the right to Cpo w.o. 
refuse, and may be justified in refusing a reply to the Comp- ~rg., 
troller and Auditor General on an administrative matter. 3I~6-
The waiving of a principle, which has been judiciously laid 3200 

down and accepted, is a -step which no individual or body 
should be asked or compelled to take, except on solid grounds. 
It may be the focus from whicli important considerations 
emanate, or a wheel in the system-the removal of which may 
throw the machinery out of gear. The justification, there-
fore, of requiring one department of the state to forego its 
right to stand by a principle can only be found in showing 
that it is to the interest of the public service generally that 
it should do so. Precautions must, moreover, be taken to 
guard against any undue extensions arising out of any in
novation due to the' waiving of the principle, whereby the 
public service would eventually lose more in one direction 
than it would gain in another. Such an eventuality would 
clearly arise if the inquiries of the Comptroller and Auditor 
General on administrative matters for a definite and limited 
purpose were further extended in such a manner as to inter-' 
fere with the administration itself; for then the balance of 
the system would be disarranged and the proper relation of 
the Comptroller and Auditor General to the departments 
,would be disorganised. The Comptroller and Auditor General 
would be undertaking duties which it would not be proper 
for him to discharge, and which it was never contemplated 
that he should perform; while the departments would both 
be hampered in their administration and also relieved of their 
proper responsibilities. 'A great executive statesman and C.N.E .. 
the departmental officers under him must ultimately be re- vol. ii., 
sponsible for the administration of the department, and the Ev. 94 

risk of stopping their administration and arresting it iIi its 
course is a very real one,' which has to be considered in con-
nection with any proposal to extend the powers of the Comp-
troller and Auditor General to enable him to deal with the 
I merit' of expenditure. If, then, the departments are to be 
expected to waive this principle--and the exercise mllst be 
left to their discretion to decide on the merits of each case 
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as it arises-it will only be with a view to enabling the 
Comptroller and Auditor General to discharge a definite and 
limited duty. 

The Comptroller and Auditor General's Point of View 

In the early days it was recognised that if the Comptroller 
and Auditor General went outside his statutory functions, a 
department could, without question, refuse on principle to 
accede to his request, and thus practically remove the case 
to the Public Accounts Committee for consideration. The 
gradual development of the Comptroller and Auditor General's 
position, as he came to be recognised not 'merely as an auditor 
with statutory functions, but as the guide and assistant of 
the committee 'with extra statutory functions, was necessarily 
accompanied by a change of attitude. The development 
was both encouraged by the committee and admitted by the 
departments, with the object of increasing parliamentary 
control through the Public Accounts Committee, and of facili
tating the work of that body by enabling questions to be 
threshed out, whenever practicable, in advance, thus enabling 
the Comptroller and Auditor General to make a full report 
on those matters which it became necessary to report, while 
at the same time enabling him to exclude from the report 
matters which the prior investigation made by him showed to 
be in order. In either case the time of the committee is saved. 
Everything that advances the work of the Comptroller and 
Auditor General tends to give Parliament more ample and full 
control over expenditure. 

It may be difficult to draw a distinction between questions 
bearing directly on audit matters and those which may trench 
upon the department's administrative functions; but it is 
recognised that it is the duty of the Comptroller and Auditor 
General to call the attention of Parliament to any facts which 
appear to him to indicate an improper expenditure or waste of 
public money, and it necessarily follows that, to perform his 
duty satisfactorily, he is fully justified in asking the department 
for explanations in certain cases, even though the query may be 
as to an administrative matter. In such cases the information 
is sought not so much for the sake of the audit department as 
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for the information of Parliament. Before, therefore, refusing in
formation unreasonably, a department should regard the matter 
from the Comptroller and Auditor General's point of view. 
This officer's duty is to report to Parliament; and it has always 
been maintained, and without objection on the part of depart-
ments, that he does possess the power of bringing to notice 
any abuses of which he may become cognisant in the course of 
his audit, even though the accounts themselves may be in 
order. This being so, it is, as the Treasury says, 'desirable 3 R. 
that the Comptroller and Auditor General should receive such 1912.4. 
explanations as may be proper in order that the question may T.M. 
be laid before the Public Accounts Committee for consideration ~~8 7

1 
in a complete form.' Again,' it is essential that the prelimi- T.M: • 
nary work of the Comptroller and Auditor General should be C.N.E., 
well and thoroughly done, or the committee may fail in its Ev. 1017 
subsequent work, and therefore in its final object of securing 
and enforcing parliamentary control.' If this is not done it 
rests with the committee itself to make the examination, thus 
involving considerable waste of time in taking evidence which 
might have been obtained by the Comptroller and Auditor 
General. 

On the face of it, therefore, it is evident that, from the 
point of view of general convenience, a department' cannot 
justify the refusal of the information to the Comptroller and 
Auditor General solely on the technical ground that it is not 
a matter of audit, unless the department is prepared also to 
.refuse the information absolutely to the Public Accounts Com
mittee on grounds of public policy. If the latter line were 
adopted and the Comptroller and Auditor General so informed, 
he would doubtless proceed no further. 

Cases Illustrating the System 

In illustration of the attitude of the Public Accounts Com
mittee towards the action taken by the accounting department 
in dealing with queries of the Comptroller and Auditor General 
which trenched upon administrative matters, it will not be 
out of place to refer in some detail to some specific cases which 
have particularly occupied the attention of the committee at 
different times. 
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One of these has already been briefly alluded to. The Comp~ 
troller and Auditor General directed attention, firstly, to the 
relative cost of shipbuilding in dockyards and in private yards, 
and, secondly, to the relative cost of building the same class of 
ship in different dockyards, and he invited the Admiralty 
to furnish any explanation of these differences it might 
think it desirable to offer. There was no question of the 
expenditure 'not being in order or not satisfying audit require
ments. The question was put with a view to elucidating the 
reason -why the public was paying different prices for similar 
articles, during the same period, when both were produced 
under the same system-namely, in government dockyards; 
and, secondly, why, when different systems were adopted, the 
cost should be higher for one class of ship in the dockyard than 

, in the private yard, while it was lower for another class of 
ship. The differences between the cost of similar ships are 
matters of much public interest, and the efficacy of the system 
under which such variations occurred was clearly a matter 
on which Parliament was entitled to satisfy itself. The Public 
Accounts Committee, therefore, held that the Comptroller and 
Auditor General was acting within his duty and function as 
a parliamentary officer in asking for this explanation, and 
also that the information ought, if possible, to be rendered for 
the information of Parliament. In view of the important 
principle involved, the Admiralty demurred to giving any 
explanation, holding that the question was solely a matter of 
administration on the one hand, while on the other the question 
of the utilisation of private yards was a matter of. policy. 
The question was allowed to stand over until the following 
session, and in the interval the question was discussed between 
the Admiralty, the Comptroller and Auditor General, and 
the Treasury. As regards the question of comparison be
tween dockyard and contract ships, the Admiralty pointed 
out that it was without the necessary information to furnish 
a reply, and the Comptroller and Auditor General accepted 
the Treasury'view that it would be inexpedient to publish 
comparisons. With reference to the comparison instituted 
between the cost results of sister ships built in the dockyards 
the Treasury admitted that the questions raised were not, 
strictly speaking, within the primary objects of audit under 
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the Army and Navy Audit Act of l889, and was therefore 
of opinion that in accordance with the recognised principle 
it rested in the discretion of the department as to whether 
answers should be furnished or not. This view was endorsed 
by the Public Accounts Committee which, when the Admiralty 
urged that for administrative reasons it was not desirable to 
make known details which alone would explain the differences, 
stated that it recognised that the ultimate judge of the ex
pediency of publishing such matters must be the department 
of the Admiralty, upon which must rest the responsibility 
of withholding the information requested. While, however, 
upholding the objections of the department in this case, 
it affirmed that • the course taken by the Comptroller and 
Auditor General was completely justified by the circumstances 
and in obvious discharge of his public duty.' 

The second case to be mentioned occurred in l897 when 2 R. 
the Comptroller and Auditor Geiteral on receiving from the 1898,13 

Admiralty in the ordinary course an accepted tender, asked 
to be furnished with the rejeCted tenders. The Acc'ountant 
General replied to the effect that for administrative reasons 
the request could not be complied with, and his attitude was 
supported by the Lords .Commissio~ers of the Admiralty, to 
whom the matter was referred. They stated that '. as, in their 
opinion, unaccepted tenders are not necessary for audit purposes, 
as defined by the Exchequer and Audit Act, and their pro-
duction would be extremely undesirable on grounds of public 
policy, they were unable to furnish them as requested.' It 
is to be observed that the considered reply of the department 
in this case embodies a plea of secrecy on grounds of public 
policy, and such a plea is normally accepted. Here, however, it 
is not urged that the case in question is an exceptional one,.but 
rather that the practice of disclosing rejected tenders generally 
is contrary to public policy. An attempt to establish a new 
principle is, in fact, involved; for the Admiralty had themselves 
not objected formerly to allowing the Comptroller and Auditor 
General to see rejected tenders, while other departments had 
never attempted to withhold them. The issue was therefore 
of some importance because it obviously concerned the re-
lations between the Comptroller and Auditor General and all 
government departments. Such being the CClse, the Comp-
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troller aqd Auditor General, though willing to accept the plea of 
secrecy on the grounds of public policy, referred to the matter 
in his report, thus bringing it up for the consideration of the 
Public Accounts Committee. The purpose of the Comptroller 
and Auditor General in calling for the tenders is definite 
and at the same time limited. He cannot dema~d to know 
why one tender has been accepted and another rejected, and 
if he were to do so the department would be justified, if it 
desired, in refusing to reply. In point of fact such questions 
had not, it was stated to the Public Accounts Committee in 
18g8, been asked by him since I887, when he raised a question 
as to why one contract had been cancelied by the War Office 
and another made at a higher price, at the same time express
ing the view he entertained of the duty incumbent upon him 
acting as an officer of Parliament and not of the executive 
government. He conceived that his functions were' by no 
means confined to questicns of arithmetical accuracy, or even of 
financial departure from regulations, but that they embrace all 
questions where administrative action, not distinctly sanctioned 
or approved by Parliament, or by legislation, appears to involve 
loss to the public.' He further stated that he was aware that 
questions might arise involving apparent interference with ad
ministration in carrying out on these lines an audit that would 
not be ineffectual or practically valueless, but that if he should 
err in its conduct he would be open to the criticism and even the 
reproof of Parliament through the Public Accounts Committee. 
He could not, however, but consider that he would fail in the 
duty and trust imposed upon him, if he were to submit his 
judgment, in these matters, to the opinion of heads of de
partments whose accounts carne under his review. The War 
Office reply, then, was to the effect that the Exchequer and 
Audit Act does not empower the Comptroller and Auditor 
General to enter upon matters of administration, and the point 
at issue was fully discussed before the Public Accounts Com
mitteewhich supported the views of the Co;mptrollerandAuditor 
General. Access to the rejected tenders is not sought with 
a desire in any way to interfere with or even to criticise the 
action of the department in the acceptance or rejection of a 
particular tender. Such administrative action can only be 
taken by the department, and on its own responsibility. The 
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Treasury itself has no control over the making of Admiralty 
or War Office contracts. But when, as a matter of fact, a 
tender has been accepted considerably in excess of others 
submitted, the Comptroller and Auditor General should be 
in a position to bring the matter before the Public Accounts 
Committee, who would then decide whether the circumstances 
rendered it desirable to obtain some explanation from the 
accounting department of the circumstances which resulted 
in the acceptance of a tender far in excess of some which had 
been submitted: involving the public in' possibly unnecessary 
expense. 

The committee, while admitting the power of the Adiniralty 
to exercise its right at· its discretion, regretted that it should 
have adopted an attitude contrary to that of other departments 
in similar circumstances, as well as to that it had itself 
hitherto adopted-the more especially because, as the Treasury 
points out, the practice had not resulted in any harm to the 
public arising therefrom. 

When a query of more extended scope on a contract arose R. 1912, 

in 19II, as to why tenders had been obtained in a particular Ev. 
d f S 2264-manner, the War Office conten ed that the Secretary 0 tate 2326 

had the power to make contracts subject to the control of 
the House of Commons, not of the Treasury or the Comp-
troller and Auditor General, and that it was not prepared to 
admit that the Comptroller and Auditor General could be-
come a habitual revising authority in the case of contracts. 
While representing that the point' did not appear to be a 3 R. 
matter of audit of accounts,' the War Office admitted that 1912,4 

there were no reasons of public policy why the explanation 
asked for should not have been given. 

A further case to be mentioned possesses somewhat dif-
ferent features because a non-observance of regulations is 
involved, whereas in the foregoing cases there is no question 
raised as to the expenditure not having been correctly in-
curred. In this case the Comptroller and Auditor General 2 R. 
wrote to the War Office noting the discrepancy between the 1892,28 

numbers of enrolled men in the Yeomanry and the minimum 
numbers provided for in the regimental establishments as 
shown in the estimates. He added: 'Regarding the subject 
from a financial point of view, the Comptroller and Auditor 
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General ,cannot but note the' considerable additional cost
probably exceeding £5,000 per annum-which is involved in 
the Yeomanry regirnents being divided into a number of troops 
so largely in excess of that contemplated by the regulations; 
and while he does not doubt the existence of administrative 
grounds for the course which has been followed, he would 
be glad, in view of the financial considerations invol~ed, to 
be furnished with any observations on the subject which the 
Secretary of State may desire to offer.' . The War Office in 
reply stated that I the subject was one of administration on 
which the Secretary of State must decline in any way to 
recognise the right of the Comptroller and Auditor General 
to invite his observations.' The splitting up of the Yeomanry 
regiments was admittedly a matter solely of administration 
and policy; but since the result of that policy was to increase 
the number of troops beyond the numbers contemplated by 
the regulations, while simultaneously the number of men in 
the troops, as a rule, was below the minimum required, a 
considerable additional outlay was apparently necessitated. 
The inquiry of the Comptroller and Auditor General was 
therefore not only perfectly natural and proper, but necessary, 
and indeed the War Office admitted before the Public Accounts 
Committee that he was clearly, within his right in drawing 
attention to the fact that the minimum was not generally 
attained; as required by the regulations made by the Secretary 
of State and sanctioned by the Treasury. The uncompromis
ing attitude of the department appeared therefore inexplicable 
to the Public Accounts Committee, which could only conclude 
that the inquiry was misunderstood, and was interpreted as 
making an administrative recommendation as to the number 
of troops. On tM general question the committee made its 
attitude very clear. It regretted that I the inquiry was not 
met in the same spirit as that in which it was made, and 
trusted that, in performing the important and necessary work 
entrusted to him by Parliament, the Comptroller and Auditor 
General would in future be met with invariable courtesy, and 
furnished by the war department, as well as by every other 
department, with all the information which he might need to 
enable him to discharge his duties.' 

These specific cases have been referred to at some length 
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because they are typical of the class of cases in which the 
Comptroller and Auditor General trenches upon matters of 
administration. While in every case the action of the Comp
troller and Auditor General in making the inquiry is fully 
endorsed as justifiable by the Public Accounts Committee, 
in the first case it accepts the plea of justification put for
ward by the department that, on grounds of public policy., 
a reply is inadvisable-; in the second case it admits the right 
of the department, but regrets the exercise of it in the partic:ular 
case under consideration, and makes suggestions for a com
promise; and in the last case it regards the refusal to reply 
as unjustifiable. 

Special Considerations Involved 

When dealing with the question of refusing information, 
there is also another point to be considered· from the point 
of view of the department. In the sphere of accounts, any 
suggestions or criticism made by the Comptroller and Auditor 
General, and accepted by the department, are regarded a$ 
precedents for future guidance. If in matters of administra-
tion a similar course were adopted, the hands of the department 
might be unfairly tied by the Comptroller and Auditor General 
acting in his extra-statutory capacity. It is necessary, there-
fore, that if a department is willing to supply information 
to the Comptroller and Auditor General on administrative 
questions, with a view to enabling him to present a complete 
case to the Public Accounts Committee, no criticisms of his 
on a particular case, even if admitted in that case by the de
rartment, should form a precedent; while, further, to mark the 
distinction, the request for the information should be made in 
a special form-namely, in a letter. The department must, 
and is entitled to,preserve perfect freedom in its administrative 
sphere to act in each case as its judgment decides. The com- 3 R. 
mittee has agreed that this arrangement sufficiently establishes 1912,4 

the correct procedure in questions which, while they may be 
regarded as touching points of administration are yet, in the 
Comptroller and Auditor General's opinion, such as to indicate 
waste of public funds. 

The status of the Comptroller and Auditor General, as an 
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officer whose reports to the House of Commons are published, 
introduces a somewhat different consideration, for, apart from 
confidential documents, there may be papers in the posses
sion of a department which, while not secret as matters ot 
state policy, it would be injudicious to make public. They 
may be required by the Comptroller and Auditor General 
for audit purposes, or merely in connection -with matters on 
which he desires to report in his extra-statutory capacity. 
He alone is competent to say what information is necessary 
for the discharge of his statutory functions, and if required 
for audit purposes it cannot be withheld. But while it is 
admitted that no department has a right to refuse information, 
even though of a highly confidential character, to the Comp
troller and Auditor Genera], if he requires it to satisfy himself 
that the expenditure agrees with the parliamentary appro
priation-i.e., to enable him to fulfiJ his duties under the Ex
chequer and Audit Act-it is equally admitted that he has no 
statutory right to publish such information. Thus in ;I9I4-I5, 
when the navy appropriation account was published in an 
abbreviated form, the Comptroller and Auditor General had 
access to all records and documents bearing on the account, 
though not able to report to Parliament on those that were 
secret pending the cessation of hostilities. He is bound to 
afford to. Parliament the fullest and best information in his 
power with regard to expenditure; but Parliament would not 
require to be furnished with information which it would not 
be in the public interests to make public. In 'the exercise 
of this, as in that of many other of his functions, the decision 
must be left to his discretion. 

If the information is not necessarily confidential, but of 
such a nature as to make it undesirable that it should be pub
lished, the views of the department should be laid before the 
Comptroller and Auditor General when the information is 
communicated; or, if the papers are sent through the Treasury, 
the department can guard itself against publication without 
further notice by pointing out to. the Treasury that the publi
cation of them would, in the opinion of the head of the depart-· 
ment, be injurious to the public service, and that it is his desire 
to be consulted before any publication is effected. Such an 
intimation would be communicated by the Treasury to the 
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Comptroller and Auditor General, and thus the department 
would be properly pn)tected, while at the same time the rights 
of the Comptroller and Auditor General would be preserved 
consistently with the interests of the public service. If, how- 2 R. 
ever, papers are sent by the Treasury to the Comptroller and 1881,39 

Auditor General, without any restriction, he considers that 
he has, without further communication, an absolute discretion 
to publish all or any of such papers; but it is to be understood R. 1882, 

that the act of sending correspondence by the Treasury does 9 

not imply on their part any authority to publish it. In all 2 R. 
other cases his practice is never to publish, on his own motion, 1881, 40 

papers of other departments without duly communicating 
his intention to the departments concerned. 

The communication of confidential information to the Comp
troller and Auditor General involves a further consideration. 
As a parliamentary officer, he must be at liberty to produce 2 R. 
to Parliament any detailed reasons he may have for any con- 1894.43 
clusion, otherwise a conclusion of his might be challenged and 
he would be unable to adduce proofs for it. If, therefore, he 
could only arrive at conclusions as a result of the examination 
of confidential documents, he considered formerly that he 
could make no investigation. This view was, however, sub- 2 R. 
sequently modified, and in practice he receives confidential 190 7, 32 

information freely to be dealt with at his discretion. 
While, then, it is clear that the right of a department to 

refuse information to the Comptroller and Auditor General 
in matters of administration is absolute, it must be prepared 
to justify its refusal later to the Public Accounts Committee, 
and then to afford to that body the information which the 
Comptroller and Auditor General previously demanded, unless 
questions of secrecy are involved. That it ever would now 
refuse to reply, as a matter of principle, to a question which 
might, under the recognised practice, be asked is extremely 
improbable under present conditions, in view of the attitude 
taken up by the Public Accounts Committee, as shown in I9I2, 
when it was observed, on a discussion' of the question, that it 
was 'a bad moment to choose to erect barriers against tne R. 1912. 
queries oj the Comptroller and Auditor General when 'the EV.2319 

House of Commons is so conscious of its own want of power 
that it is actually appointing for the first time in its history 
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an Estnnates Committee.' The department, however, un
doubtedly still retains its right to withstand undue attempts 
at encroachment on the part of the Comptroller and Auditor 
General. 

VII. THE PRESENT EXTRA-STATUTORY FUNCTIONS OF THE 

"cOMPTROLLER AND AUDITOR GENERAL 

• It is doubtful whether the House of Commons which passed 
the Exchequer and Audit Act contemplated the functions of 
the Comptroller and Auditor General being developed to their 
present degree. 

The cause of the development is rather to be found in the in
creased interest of the House of Commons in financial questions, 
and in the high sense of responsibility of the Public Accounts 
Committee, which have created a new atmosphere; while the 
tactful zeal and indefatigable efforts of successive holders of 
the post of Comptroller and Auditor General have contributed 
in no small measure to the raising of that office to the dignified 
and important position which it has now attained. Old ideas 
have to be readjusted to satisfy modern conditions. The 
chief difficulty to be contended against is the inherent tendency 
of bureaucracies to regard form as of greater importance than 
matter. The accounting department, with its staff of per
manent officials, is, in the natural order of things, more conser-
vative, if not more reactionary, than the House of Commons, 
which represents the spirit of the times in an essential degree. 
This spirit demands closer investigation in financial matters, 
increased control over public expenditure. To attain these 
objects on behalf of Parliament the Public Accounts Committee 
requires the utmost support the Comptroller and Auditor General 
can offer, and looks to the departments to afford him every 
facility which he can in reason, and at his discretion, demand. 

The functions of the Comptroller and Auditor General 
have probably now reached their fullest development, and 
further extensions of his powers could only be added at the 
expense of altering the character of his office, and so jeopar-

C.N .E., dising his usefulness in his present capacity, or at the risk of 
~~. I079.interfering with the legitimate respon~bility of the departments. 

It has even been urged that, the eXlstence of the Comptroller 
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and Auditor General at present has this disadvantage, that 
it is calculated to remove from the heads of departInents 

. responsible for the expenditure" that greater responsibility 
which they would feel if they had nobody to look after it, for 
they would then be on their honour. Such an argument is 
obviously unsound, as, if carried to its logical conclusion, it 
would mean the abolition of audit altogether. Yet there 
are certain limits beyond which an official in the position of 
the Comptroller and Auditor General cannot go without tabg 
upon himself some of the responsibility which properly be
longs to the departments. The. examination of expenditure 
from the point of view of ' merit: as distinct from regularity, 
might, and doubtless would, offer opportunities for valuable 
criticism, but such a duty could not properly be conferred 
on him. Questions of merit must normally be left to the 
responsible department, and to the judicious exercise of its 
powers by the Treasury as the controlling financial authority. 
The possible advantages that might accrue from an increased 
knowledge and a wider field of criticism, which the Public 
Accounts Committee would be afforded, might be more than 
out~eighed 'by the diSadvantages to the departments and 
consequently to the public service generally, which' such a 
system would involve. It would, for inst~nce, be impossible 
to allow an auditor, even one with the extra-auditorial functions 
of the Comptroller and Auditor General, to have a free hand 
in discussing every question of the proper price of a. contract ; 
nor is it likely that he would wish that his functions should 
be so extended. On the other hand, it is to be remembered 
that irregular or injudicious contracts may be the cause of 
great waste of public money, which directly affects the House 
of Commons, and into which it must be the duty of the Public 
Accounts Committee to inquire. When such cases come to 
the notice of the Comptroller and Auditor General in the 
course of his examination of the accounts, it is clearly to the 
general advantage that. his preliminary investigation should 
not be hindered by the department on the ground that, as 
the Secretary of State has the power to make contracts subject 
to the control of the House of Commons alone, the depart
ment has therefore the right to answer to the House alone for 
its action, for, as has been observed-though the phraseology 
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is perhaps extreme-' the Comptroller and Auditor General is 
the agent of Parliament. He is Parliament. Parliament only 
works through him.' If such a claim were admitted, then he 
would be faced with the option of either calling attention to 
cases in his report, which, on investigation by the Public 
Accounts Committee, might be found to be devoid of objection
able features, and thus waste the .time of that body, or of 
ignoring them altogether owing to lack of suffiCient definite 
in~rmation, and thus possibly leaving Parliament in ignorance 
of cases which ought to be brought to light. The only reason
able conclusion to be arrived at is that the department must 
rely upon the discretion of the Comptroller and Auditor General 
and afford him all reasonable facilities in the· discharge of 
his extra-statu tory functions in such cases. 
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I. STATUS AND FUNCTIONS 

W
HILE the sovereign is the • fountain of honour,' the Bageho1 
Treasury is the spring of business. Eng. 

The primary object of the Treasury, as well as of Con .• 

Co .. d p. IZ 
the Public Accounts mIDlttee,lS to complete an secure the R. 1873 
control of Parliament over the public expenditure, and to main- Ev. 130 
tain financial order throughout the service. The Treasury is (Welby 
the central financial authority of the state, and all ·important R. 18n 
changes in financial administration should either have its prior 125 . 
authority or at least be brought directly to its notice. • By ~;n 
immemorial custom, the Lords Commissioners of the Treasury IR.Ev: 
have been constitutionally empowered to control all other Todd. 
departments of the state in matters of finance and public ParI. 
expenditure. In various acts of Parliament and reports of ~:··8 
committees of the House of Commons, this authority has been Cpo 4 

from time to time recognised and enforced.' The secretary 36 &: .37 
of the board of audit emphasised the same point in I865. Un- Vic. c.6/: 
less Parliament for some special purpose empowers some other t~c~C~~f 
department than the Treasury to authorise expenditure, • the § 15 
source,' he said, • of all administrative authority for ex- R.I865. 
penditure is the Treasury. The right of the Treasury to App.I.7 

B 
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determine what the several departments may spend, and what 
they must not spend, though modified occasionally by cer
tain special enactments, is incontestable, and rests upon an 
unbroken prescription, which has accordingly the force of law. 

Cpo The Treasury, moreover, may exercise this right, provided 
Anson, that it does not transgress any parliamentary requirement, 
Con., in any way it pleases. . . . In short, the power of determining ii. I. 180 
-I by what means the controlling authority of the Crown over 

the public expenditure can be best maintained, belongs of 
right to the Treasury, and the decision of the Treasury as to 
what expenditure is or is not sufficiently authorised is final 
and without appeal.' 

This financial control is really the control of the Chancellor 
of the Exchequer, exercised through the subordinate or 
departmental Treasury acting as his advisory staff. Such 

RC. Civ. control is vested in him because it is essential that the public 
EsJa~, and Parliament should be satisfied that somewhere or 
:06~3 v. other in the government there is a guarantee for financial 
(Welby) order; that there is some authority that will watch the pro-

gress of public expenditure, the obligations which the different 
departments are incurring, and will give timely warning if that 
expenditure or those obligations are either outrunning the 
revenue provided for the year, or engaging the nation too deeply 

Life of in future years, for 'it is a characteristic of the mischiefs that 
Glad- arise from financial prodigality that they creep onwards with 
stone, 
ii·53 

a noiseless and a stealthy step; that they commonly remain 
unseen and unfelt, until they have reached a magnitude ab-
solutely overwhelming.' The functions of the Treasury in 
relation to public finance are to control, to authorise, and to 
advise, apart from its duty of having to secure that the money 

Bowles, required is available. It is strictly neither an expending nor 
Nat. Fin. a collecting department of the state, but rather the financing 
in 1906 5, department for all other departments. It is responsible for p. I 

seeing that the consolidated fund is always in a position 
RC. Civ. 
Estab., 
2 REv. 
10661 

to meet the demands made upon it, and therefore it is one of 
the first duties of the financial branch of the Treasury to 
watch the rate at which issues are proceeding-to watch, that 
is to say, 'the outflow from the sluice,' namely, the issues 
from the exchequer. This it is able to do by being informed 
of the daily progress of imprests to the accounting departments, 
which enable them to carryon their daily expenditure from 
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day to day, inasmuch as the issues are made ~n its direction. 
Nor again is it normally an executive department, though Hans., 
occasionally, and indeed frequently, there are many things to 3 s. 

ccxvii. be done in the multifarious concerns of the country in regard I267 
to which the Treasury is compelled to act as a department (Glad
invested with the initiative, simply because there is no other stone) 
department to do so. Still, this ought not to b~ done when there 
is another department which is able to take the initiative.' 

The duty of preparing, and consequently of criticising 
the estimates on which the budget is to be bas~d, devolves 
upon the Treasury, which is therefore necessarily possessed 
of very great power of control over public expenditure. In C.N.E., 
this sphere of its work, it is its business to, within a limited Ev. I678 
degree, trench on the minor, as distinct from state, policy of --9. 

a department, and by correcting or mitigating it to save the Bast
exchequer. 'Prudent reduction of outlay is quite as effective able, 

as skilful adjustment of resources.' In this respect its scope ~r:'· 
is wider than that of the Public Accounts Committee, since VI. Ii. § 2 

it will be concerned in encouraging economy on the estimates, 
whereas the Public Accounts Committee accepts' the estimates 
and only deals with the expenditure. The Treasury, how-
ever, cannot dissociate its functions of safeguarding the public 
purse from the duties it owes generally to the state of securing 
the efficiency of the public service. It would therefore never 
suggest economy at the expense of efficiency, though it is true R.C. Civ. 
in the main that it is chiefly responsible for economy while the Estab., 
head of the department is responsible for efficiency. But ~~·9 
again, economy does not necessarily mean doing without a C.N.E., 
thing. Quite possibly a service may be essential. If this Ev. I848 
is so, economy will be best exercised in seeing that it is carried 
out in the cheapest possible manner consistent with satis-
factory performance. Economy is never attainable without R.C. Civ. 

efficiency-that is an absolute rule. This truth is too often Esia~,. 
apt to be lost sight of, if there is not sufficient co-operation ~9I;'iv. 
between the different branches of a service, or between the 
different services of the state. Those responsible for the ad
ministration of a vote are liable to be more concerned with 
the mere reduction of expenditure under that vote than in 
viewing proposals from the broader outlook of the serVice as 
a whole, or of the state. Such a weakness is no doubt to a 
certain extent an inevitable concomitant of the system, but 
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could be alleviated by instruction in the value of costing, and 
the impressing upon all concerned of its importance. Extra 
expenditure under any particular vote is not only justifiable 
but should be obligatory if its effect is to, simultaneously or 
in the long run, secure still greater economies to the state on 
other votes or other departments, while on the other hand 
there can be neither justification for, nor economy in, reducing 
expenditure in one direction if the result is increased ex
penditure elsewhere which more than counterbalances the 
saving, unless such extra expenditure produces a proportionate 
increase in efficiency. • 

The business of the Treasury, apart from policy and its 
role of representing how much money it is wise or not wise to -
spend, is to find out waste by all official legitimate means, to . 
canvas unwise expenditure, and, by correlating the demands 
of the different departments, to secure the maintenance of the 
system of public accounting in them all on a principle of uni
formity. It is, as regards the functions which it can exercise, 
a very effective instrument to produce financial order; for 
it is the nature of financial criticism to look for defects and 
propose remedies. It is the department on which Parliament 
mainly relies for the prevention of financial irregularities on 
the part of the accounting departments. Its control commences 
with the preparation of the estimates and continues throughout 
the various processes of expenditure, accounting, and audit, 
until the final report of the Public Accounts Committee has 
been dealt with. 

One of the most important functions of the Treasury is to 
decide, in its capacity of a central financial authority, whether 
expenditure not authorised by Parliament may be incurred in 
exceptional circumstances. The' occasions on which such 
questions arise are numerous and unavoidable in so compli
cated a system of government as ours. It then ' becomes the 
duty of the executive authority, in the exercise of their dis
cretionary powers, boldly to set aside the requirements of the 
legislature, trusting to the good sense of Parliament, when 
all the facts of the case shall have been explained, to acquit 
them of all blame; and it would be not a public advantage 
but a public calamity, if the government were to be deprived 
of the means of so exercising their discretionary authority.' 
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When this occurs it will always be found, as it has been found Todd. 
in the past, that Parliament eihibits no reluctance in supplying ~rl. 
the means for meeting such expenditure. Except, however, ii. :43 
where the minister on his own personal responsibility orders 
such expenditure, a department must invariably obtain Cpo 2 R. 
treasury sanction to it, and likewise in advance unless this is ~8f9M49. 
impossible in the public iiJ.terests. . . 

The position of the Treasury was modified by the Ex- C.N.E., 
cheque.r and Audit Act, more perhaps than that of any EV.25 1 9 

other department. Prior to 1866, the Treasury was ab-
solutely autocratic: since Parliament had no knowledge of the 
audited accounts. Its allowances and disallowances were 
unquestioned. At the same time, the system which provided 
its autocracy limited the use of it, because it had little know-
ledge of the-doings of the departments. Without knowledge, 
effective control is impossible and attempts to exercise it 
will do more harm than good. While, then, the Treasury was 
autocratic so far as the control by Parliament went, it could 
not exercise its control over the departments because it had 
not the requisite knowledge on which to base effective criticism. C.N.E.; 
It was only after the Treasury was able to learn of the doings App 13· 

of the departments through the Comptroller and Auditor 
General's reports, that this defect in the former system was 
remedied, while simultaneously the action 'of the Treasury, 
as seen from the accounts, was brought to the notice of Parlia-
ment and the Public Accounts Committee. The Treasury 
is still theoretically free and possesses great power, but where-
as, before, its actions were unquestioned, it has now to con-
sider the opinion of the Public Accounts Committee and, 
perhaps in a still greater measure, public opinion as voiced Idem. 
in the House of Commons. Every department of govern- Ev.2527 
ment must, under modern conditions, be a good deal influenced 
by public opinion from outside, and political considerations 
necessarily are an important factor in modifying the control 
which the Treasury might otherwise wish to exercise over the 
departments on financial considerations alone. 

The means which the present system provides for securing 
control over the Treasury, apart from the political control 
of the House over the Chancellor of the Exchequer, operate 
through the Public .Accounts Committee and are twofold. 
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As in the case of other departments, the Public Accounts 
Committee calls as witnesses treasury officials, who may be 
required to explain and justify treasury action and, in cases 
of disagreement between the Treasury and the other depart
ments, to put forward the treasury point of view. There is, 
therefore, now the same salutary check upon the action of 
the Treasury as upon that of the accounting departments. As 
a matter of practice, a permanent official of the Treasury 
attends all the meetings of the Public Accounts Committee 
in order to answer generally for that department, in addition 
to other special witnesses who may be called. 

In the second place, the Treasury is required to write 
minutes on the reports of the Public Accounts Committee 

C.N.E., and of the Estimates Committee. It is not required to adopt 
Ev. 2595 them, but it cannot ignore them. Action is required to be 

taken and the Treasury must present its minutes for the 
consideration of these committees in the next session. If it 
disagrees with the report, the reasons on which its objections 
are based must be' stated. The committees, therefore, are 
not only certain of a hearing when dealing with the Treasury 
but are certain also of ascertaining the attitude of the Treasury, 
and consequently of being able to see whether their recom
mendations will or will not be carried out, or whether it will 
be necessary to appeal to the final arbitrament of Parliament. 
It is inconceivable nowadays that the Treasury shoUld wish 
to ignore any portion of such reports. The spirit with which 
the modem Treasury is imbued makes it zealous to assist in 
those improvements and proposals for efficiency, which are 
the objects aimed at in those reports. Disagreements on. 
matters of principle or procedure are bound to arise, for there 
are two sides to every question; but the aim of the Treasury 
is the aim of the committees-the settlement of a question 
in th~ manner most advantageous to the public service. In 
practice, the Treasury invariably takes each item of the 
reports which calls for notice, observation, or action, and 
expresses a considered opinion on it. These minutes thus 
provide a valuable insight into the policy of the Treasury 
in relation to principles and practice. 

The functions of the Treasury rest, partly upon statute 
and partly upon usage or general powers derived from the 
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executive powers of the Crown. As regards the present system 
of public accounting, its functions are now largely determined _ 29 & 30 

by the Exchequer and Audit Act of 1866. Under this act Vic. c. 3~ 
the Treasury appoints the whole of the officers and clerks of § 8 

the Comptroller and Auditor General; determines by what 
departments appropriation accounts should be prepared and § 22 

rendered; designs the plan of account books and accounts; 1 is § 23 

empowered to sanction unauthorised expenditure, and to approve § 27 
of regulations as to what should constitute a voucher or proof § 29 

of payment; 2 to issue directions to the Comptroller and Auditor 
General in connection with the audit, in certain particulars, § 30 

of the appropriation accounts; to direct him to carry out the 
audit of such other accounts -as it may determine; and further, ~ ~~ 
if objections to any item arise in the course of the Comptroller 
and Auditor General's examination, which are not satis
factorily answered by the department concerned, the matter 
is to be referred to the Treasury, who shall determine in what 
manner the item shall be entered in the appropriation account, 
while finally, if an accountant is dissatisfied with a disallowance § 43 
made by the Comptroller and Auditor General in. an account 
other than an appropriation account, he shall have a right of 
appeal to the Treasury, who may make such order as may 
appear to it to be reasonable. In such a case as the former, the 
question would no doubt come up for consideration before the 
Public Accounts Committee if the Treasury -upheld the view 
of the department against that of the Comptroller and Auditor 

1 On the passing of the Exchequer and Audit Act, the Treasury, under H.C. 
section 23; appointed • Commissioners of Public Accounts' for the special 487/l858 

purpose of preparing the plans of account books suitable to the various depart- Cr" i\~o, 
ments and of watching, for a time, their operation. When in 1872 sufficient ~ ~'Ci' . 
experience had been gained to justify tlie issue of an order in council dealing E~~b.,v. 
with the subject, the power of the commissioners was revoked. The services • Rti Ev. 
of these officers were, however, retained in order to see that uniformity of lOS 5-7l 

account was maintained, their title being altered to f Treasury Officers of :~~~~~4 
Accounts.' To such officers would be referred questions of form of account 
which go to the Treasury for consideration. 

I The constitution of a voucher or proof of payment in certain cases of 
army and navy payments in respect of pay, wages, allowances, pensions, or 
gratuities, is specifically provided for by statute. 47 & 48 Vict. c. 64, § 14, 
enacts that such payments may be made and witnessed in accordance with 
regulations approved by the Treasury, and that any pay-sheet or document 
so witnessed • shall be a voucher or proof of payment for the purposes of 
section 27, Exchequer and Audit Act.' 
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General; but if the Treasury'agreed that the item was not 
properly chargeable to the vote, but gave authority for it to be 
charged as a loss, no further question-would be raised by the 
Comptroller and Auditor General unless the circUmstances 
were exceptional. If, however, the charge against the vote 
had been recommended for disallowance by the Comptroller and 
Auditor General and the concurrence of the Public Accounts 
Committee given, resulting in the amount being disallowed from 
the year's accounts, the Treasury should not subsequently 
give authority for its inclusion as a loss in a subsequent year's 
account, thus relieving the accounting officer of his liability, 
without either resubmitting the case to the Public Accounts 
Committee, or directing that tb.e record of the charge shall be . 
specially brought to the notice of the committee. The Comp
troller and Auditor General, commenting on such a case in 
1888, in which a disallowance by the Public Accounts Com
mittee in one year was authorised by the Treasury to be written 
off in the following year, observed that 'it would have been 
more consistent with respect for the decision of your committee 
to have provided in some special manner for the charge.' 
The legality of the Treasury action was. not questioned, nor 
was that department, in the exercise of its authority, acting 
in defiance of the decision of the Public Accounts Committee, 
which was to the effect that the charge was inadmissible 
against the vote. The point, therefore, was not one of the 
powers of the Treasury, but of its procedure. 

The functions of the Treasury are wide; for, as the depart
ment responsible for financial order, there can be no question 
on the financial bearings of which it will not have the direct or 
potential right to express its "iews. It ought not to, however, 
and cannot be an authority, on extremely scientific or tech
nical proposals. In criticising, for instance, the professional 
expenditure of the army and navy, the Treasury would soon 
be infringing upon that criticism of policy which it- is not its' 
duty to exercise. Its functions are necessarily limited in such 
directions by the practicability of their exercise. On the 
other hand, its control is not limited to seeing that the money 
is spent according to appropriation and under authority but 
also to seeing that it is wisely and necessarily spent. In the 
case, therefore, Il).ore particularly, of the manufacturing de-
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partments and cognate concerns and services, the Treasury 
is entitled to ask a department to show cause for the work 
that is done, and whether what is being done is still- needed; 
in other words, to ascertain whether a department makes an 
intelligent administrative use of figures, such as the values of 
stores, which is different from the audit and parliamentary 
use of them; 'Many things are done in a large government R. 1910, 

department which private firms would not think it necessary Ev. 554 
to do, and which, under the pressure of competition, would 
probably be got rid of automatically. A manufacturing de
partment of the state is not under pressure of that kind. There 
is no test of profit and loss-except what the officials from time 
to time choose to apply.' The absence of commercial com
petition, and of any inducement to cut down expenses or 
re-organise in order to secure dividends, requir~ that some 
salutary external check should be applied, such as is secured 
by treasury inquiry and criticism. -

Nor again must it intervene too much in administration. 
Though the Treasury is a department having control over 
other departments, ' the word" control "implies, not that it is 
'its duty to watch them and act the part of a detective towards 
them, but that, whenever changes are made and difficulties 
occur and scandals are detected, it is the duty of the Treasury 
to devise regulations for meeting, correcting, or remedying 
them. In this sense only does it exercise control. It is im-
possible that it ever shoitld, and that it ought, to watch over 
and inquire into the expenditure of the other departments; 

Hans·3 S• 
ccxvii. 
12-16 

(Ch.of 
Exch.) 

it has no machinery for doing so . .. The detailed appli- Idem, 
cation of the moneys granted for the army, navy, and civil I217 

service rests entirely with those departments. The con-
trol of the Treasury does not interfere with the incurring of 
expenditure in any shape; all that belongs to the executive 
departments.' On similar principles it is not the practice of 
the Treasury to see that any regulations it makes are worked 
by a department; it assumes that the department will give R.E.C. 
its co-operation and compliance. It has been stated that the 1912, . 

exercise by the Treasury of further supervision than at present Ev. 141 

~oul~ be harmful. 'It is a very wrong principle of admi~- X:& N. 
Istrabon to supervise people too much and to remove theIr Est.Com., 
responsibility.' At the same time, it is very important that Ev. 30 68 
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Bast- the Treasury should be strong enough to put each department 
able, on its defence frequently, so that they should know that they 
~:: always have to make good their case. To do their work for 
I. vii. § 6 them would be entirely wrong. Local is superior to central 

administration, wherever minute supervision is required. 
Central authorities with superior skill and intelligence may 
often fail through the difficulty of regulating from a distance 
operations that need unfailing attention and watchfulness. 
Thus the Treasury cannot interfere in the making of contracts 
beyond satisfying itself that the system of making them is 
sound, though it is largely concerned in variations from the 
terms of a contract when ma~e, and in this capacity its de-

R. 1914, cisions are authoritative; for, as the central authority, questions 
EV·147 on contracts come to it from every department and therefore 

it has a wide experience of the subject. 
The relations between the Treasury and the departments 

differ from those between the departments and the Comptroller 
and Auditor General, or between the departments and the 
Public Accounts Committee in regard to the question of secrecy. 
A department can communicate confidential matter to the 
Treasury without fear of divulgence, which is not the case 
with either the Comptroller and Auditor General beyond a 
certain point, or the Public Accounts Committee, as the report 
of the former is- presented to Parliament and the transactions 

2 R. of the latter are public; an exception has, however, been made 
1916, 1 during the present war as, owing to the continuation of hostili

ties, it has been necessary ill the public interests that some of 
the evidence before the committee should be taken in camera 
and that certain documents submitted should be treated con
fidentially. The Comptroller and Auditor General is under 
statutory obligation to report to the House of Commons, and _ 
he cannot therefore receive confidential communications with
out restrictions as to their use, though he naturally exercises 
a wise discretion in the public interests in dealing with con
fidential information supplied to him. Matters of high policy 
may be withheld from the last three, but not from the Treasury, 

1 R. nor can reasons of secrecy be urged as a reason for not obtaining 
190 7. io treasury authority for a transaction when such is normally 

necessary. 
The -importance of a central financial control cannot be 
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denied. It may be exercised in a greater or less degree accord~ 
ing to the time, circumstances, and nature of the expenditure. 
It may work by direct action, or it may merely influence a 
department by its potential right to intervene. Its existence 
is a powerful safeguard even when it is least apparent. Though 
complaints are from time t~ time made as to the incon
veniences, and even hampering effect, felt in the accounting 
departments by the exercise of this external control, none of 
the various committees before which the point has been raised 
have found that there was any serious justifi,cation for them, 
but have generally reported that the consensus of opinion 
has been in favour of the existence of such control. • Financi- R.W.O. 
ally, it is of advantage that there should exist an outside ~rg"IV 
tribunal, free from external or internal influence, to which (It~4 . 
the department can appeal where additional expenditure is Cpo idem, 
in question; when it may seem desirable to temporarily EV.3452 
depart from the provisions made by Parliament; when a 
relatively important loss of money or stores has to be con-
sidered; or when some special composition has to be made 
with a contractor.' On the other hand, there are drawbacks· 
in the system which cannot be eliminated though they can 
be mitigated by a wise use of the power. • The mode in which R.C. Civ. 
control outside a department, that is, treasury control, in Es:~, 
the point of the public service, operates to impair depart- ~83~I v. 
mental responsibility, is almost inevitable in the comparison 
between public and private work, considering how entirely 
responsible all public work has to be, and how minute must 
be the record of all that is done.' This, however, is only one 
of the instances in which advantages in system have to be 
foregone in order to meet parliamentary or constitutional 
requirements. Among the chief merits of this central con-
trolling authority are the following :-

I. It promotes financial order. C.N.E., 
2. It secures uniformity of system. Ev.1639 
3. It exercises a valuable influence in advising depart

ments as to organisation and similar general questions. 
4· It compels a department to justify its proposals. 
5. It acts as an impartial critic on the department's 

proceedings generally. 
Moreover, the existence of such a factor of control both 
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relieves and strengthens the control of Parliament; for to 
require the sanction of Parliament, for a multitude of small 
details, would tend to -weaken its effective supervision over 
matters of greater importance. In the case of abandonment 
of claims, for instance, the Treasury necessarily has a dis
pensing power. But just as the operation of treasury control 
relieves Parliament of detailed control, so also treasury con
trol is necessarily limited in the extent to which it may be 
possible or wise to go. While it should be acquainted with, 
and give its authority to, systems and the principles of working, 
;,t would not be usually required to be informed of the detailed 
instructions issued in connection with departmental procedure. 
Thus, in the normal course, details of store-keeping systems 
do not go before the Treasury. Financial regulations should, 
however, be prepared in concert with the Treasury in order 
to obviate any risk of irregularities arising as a result of 
rules drawn up on other than sound and recognised financial 
principles, and to diminish controversial correspondence 
ensuing subsequently. But whether the Treasury examine 
a new system in detail. or not before sanctioning it, it is en
titled to demand that it shall be put forward as the outcome 
of expert opinion, in order that it may be able to satisfy not 
only itself, but also, if necessary, the Public Accounts 
Committee as to the soundness and wisdom of the changes 
contemplated. Recommendations made by any other 
than an expert committee may be right or wrong but 
cannot be recognised. Since the Treasury must necessarily 
rely greatly for guidance in technical matters on the 
department concerned, it naturally requires that questions 
submitted should be supported by the best authority 
available. 

This general control by the Treasury may, for convenience, 
be considered under three aspects, namely, control over the 
estimates, over the expenditure under votes, and over details, 
though the control so exercised under one of these heads 
frequently affects and is, in many points, inseparable from 
the others. Of these the first mentioned is anterior control, 
the second is concurrent control, and the third is both anterior 
and concurrent. With retrospective control, as secured by 
audit, the Treasury is only indirectly concerned. 



TREASURY 

II. CONTROL OVER THE ESTIMATES 

General Considerations 

253 

In its initial and larger stage, treasury control over the 
estimates is the control of the Chancellor of the Exchequer, 
who settles first with the ministerial head of the department, 
and then with the cabinet, the total approximate requirements, 
the minister representing the requiremep.ts of the department, 
while the Chancellor of the Exchequer represents general 
financial considerations. The special charge of the latter 
is that • all the extremes of expenditure centre in him, and 
therefore he is in a position to survey the whole in a way that 
none of his colleagues can.' The general total, with which 

C.N.E., 
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the departmental Treasury is not officially concerned, being w.o. 
given, the departments draw up the estimates in detail and Org., 

. db' . h I Report are requIre to 0 taIn treasury sanctIon to t em, separate y 32-3 
and collectively, before they are presented to Parliament. 
It is only at this second stage that the subordinate or depart-: 
mental Treasury, as such, intervenes. 

On the correctness of the estimates depends in a great degree 
the fulfilment of the financial programme. of the year as fore-
cast in the budget and placed before Parliament, and on the 
faith of which the grants are ma:de. Accuracy of estimating 
is therefore incumbent on the departments, and too much 
care cannot be exercised in endeavouring to put forward a 
satisfactory forecast. A mechanical estimate based on the 
prior year's figures alone is unjustifiable, and a proportionate 
increase based on the relative growth of preceding years Cpo 
is still less justifiable. Such figures may be elements in the Bast
calculation and provide valuable experience, but if they are ~~~: 
regarded as a starting point which requires no further justifi- Fin., VI. 
cation other than that of a:pproval in a prior year, no economy ii. §. 4 
can be expected. The justification for asking for the same 
amount for a service as was granted in the preceding year 
is to be found in the conditions remaining the same, both as 
regards continuance of policy and methods of -administra-
tion. Evidence of this must be forthcoming, if required by 
the Treasury. In practice, however, the automatic Or standing 
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estimate,s are usually prepared on an average of three years' 
expenditure. 

Though the estimates are not sent to the Treasury for 
approval in their complete form until December or January, 
when it would be too late for their examination in detail, they 
do not in effect then come before the Treasury for the first time, 
except in so far as normal and recurring items are concerned. 
During the prior months the departments will have been 
discussing with the Treasury, and obtaining authority to 
include new or exceptional items, and the completed esti
rnat~!'; ~11embody the result of such discussions. In practice, 
therefore, by the illne the final estimates are submitted for 
approval by the departments, treasury sanction has already 
been given piece by piece to a great portion of the expenditure 
asked for. This is more particularly so in the case of the army 
and navy, to the estimates of which departments in a com-:
plete form treasury sanction is little more than a formality 
while for the civil service estimates the Treasury is immediately 
responsible. It moves them in the House of Commons. 

It may happen, however, that the department and the 
Treasury have been unable to come to an agreement as to 
the inclusion of an item in the estimates before 'the time comes 
for presenting them to Parliament. If the Treasury, though 
not itself convinced, is of opinion that the department has 
made out a plausible case and is not therefore prepared to 
definitely reject it, it will permit the inclusion in the estimates 
provisionally, on the presumption that the department will 
be able to justify it eventually. If, in the result, the Treasury 
finally disapproves or the department drops the scheme on 
the Treasury's representation, it will be just as necessary to 
explai~ to the Public Accounts Committee the circumstances 
which will result in a surplus on the vote, as if there were an 
excess. 

As the cabinet may be said to be the first estimates com
mittee, so the Treasury may be said to be another estimates 
committee. It reviews them all-some ~ greater detail, some 
in less-each group of estimates being dealt with by a special 
section of the Treasury. There is in that section a clerk 
whose business it is to scrutinise and co-ordinate the estimates, 
and to report necessary or unnecessary additions, and if re-
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quired the'department will be called on to make good its case. Cp. RC. 

This examination by the Treasury is probably more effective ~~. b 
than that of any other body outside the department could be, 2 R~ E~. 
and it is claimed' that the Treasury is much more jealoUs of 1042 5 
expenditure than any committee of the :e:ouse of Commons C.P.M. 
would ever be; but even the treasury examination must be IE8~6. 6 

li 
. d V.219 

mIte . . -220 5 
Generally speaking, expenditure may be dealt with from RC. Civ. 

three points of view, namely policy, professional or technical Estab., 
expenditure, and establishment, the last two named being z R 

·bl fin·al ·t·· W· h li h th 10690 - 1 susceph e to anCl cn lClsm. , It po cy, as suc, e 
departmental Treasury is not concerned; any effectual criti
cism of professional expenditure is extremely difficult; but 
over all establishment expenditure a close control is possible. 
Criticism of the estimates in respect of this class would be 
directed to such points as the scale of a department, the rate Est. Pro. 
of salaries paid, and the relation of the number of 'officers to EV·7°7 
the work done'; criticism as to policy would arise as to the 
expediency of the administration assuming particular functions 
or enlarging those functions, and the expediency of dropping 
some part of the work:. The treasury control over the estimates 
is entirely financial, except in so far as questions of policy are 
affected by the fact of money not being available; it is in
stituted for purely financial purposes, and from the moment 
it interferes in any shape or kind with policy it is departing 
from its proper sphere; for such a control would, in effect, be a 
reconsideration of the policy of an informed department by an 
uninformed department. The control therefore of the sub-
ordinate or departmental Treasury ends with financial criticism. 
If the Chancellor of the Exchequer chooses to call in question 
the policy of the departments, he does so as a member of the 
cabinet, before the cabinet. The fact that it is the business of 

RC.Civ. 
Estab .• 
zREv. 
10623 
(Welby) 

the subordinate Treasury to call upon a department to make Idem. 
good its cas.e f?r increased expenditl!re dOe!? not imply or infer ~:626. 
any power m It to overrule the policy of another department 106~9. 
on the ground of policy. It cannot, in fact, argue that any 1 0809 

service is impolitic, and therefore should not attempt to inter-
vene between the political head of a department and his own 
officers. Any attempt of this nature to bring in outside inter
ference would be sure to end in friction, for a powerful cabinet 
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minis~er does not readily accept a decision of the Treasury 
which overrules something he proposes. In practice, this is 
a considerable check upon the power of control, though, in 
theory, it should not be. The same applies of course to Par-
liament itself which, while admitting the necessity for and 
benefits of treasury control, and accepting it in theory, fre-
quently makes demands and brings pressure to bear, thus 
overruling it in practice. As an authoritative view of the 
extent of treasury control, it may not be out of place to quote 
a memorandum on the subject drawn np by a distinguished 
Chancellor of the Exchequer: 1 'The first object of the Trea-

w.o. sury must be to throw the departments on-their defence, and to 
Org., compel them to give strong reasons for any increased expendi-
~;. 3204 ture, and to explain how they have come to have to demand 

it. This control alone contributes to make the departments 
careful in ~hat they put forWard. There are many other 
stages at which, clearly, the Treasury is bound to intervene, 
and many where they must absolutely decline to sanction 
what is asked. The Chancellor of the Exchequer, who has 
to find the money, is to know what is going on. He is cer
tainly not a mere registrar. He· must be satisfied of the ex
pediency and urgency of the proposed outlay, but it is going too 
far to say that he must be convinced that it is really necessary. 
The purchase of some picture or a priceless work of art for the 
nation may not be necessary; but still, it may be both ex
pedient and urgent. The imperative must have precedence, 
but there is outlay which the nation requires to which the 
term imperative can scarcely be applied. I quite adinit that 
someone in a great service must watch over a certain uniformity 
of pay and regUlation, and that this duty falls to the Treasury 
and the Chancellor of the Exchequer, but this uniformity can 
never be absolute. It must be a certain uniformity. The 
salaries in the various civil departments are not uniform, neither 
can emoluments always be uniform in the army and na'll}'. 
Differences of circumstances, sometimes of tradition, must be 
taken into consideration. I be1ieve that the largest experience 
would be unequal to the task of laying down precise principles 

·as to the control to be exercised, but I may say that, in my 
judgment, it shoUld be. ubiquitous and unflagging, and, though 

1·Lord Goschen in 1887. 
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dealing with details, should not lose a certain large-mindedness. 
It should have sufficient imagination to appreciate the feelings 
of those over whom it is exercised. It should not be over
controversial, and yet firm and precise.' 

The estimates of the civil departments are dependent on 
policy in far less degree than those of the military departments. 
Direct treasury control in their case is therefore both closer C.N .E. 
and more effective, and the estimates are examined very R~p .• 
thoroughly, whereas, owing to the fact that so much of the p. IV. 

army and navy expenditure depends on policy or is of a tech- Idem. 
nical description, the Tleasury in exercising its control thereon Ev. I304 
is compelled to rely to.a much greater extent on the depart- Idem. 
mental financial scrutiny. It follows that, apart from an E;. I53. 
examination to see that the estimates do not exceed the total ~ 5 R C 
which has been settled by the cabinet, the Treasury has not cf,; ... 
the same responsibility in regard to this expenditure as in the Estab .• 
case of departments which have not got a finance branch 2~. Ev. 
of their own. 'Army and navy expenditure is almost too ;;:t5; 
great for the Treasury, and the control that is exercised there EV:7;~" 
is simply that of the Chancellor obhe Exchequer fighting his 
colleagues in the cabinet as to the gross amount to be given.' 
On the other hand, the financial control exercised by the 
Treasury over new proposals is as close-in the case of the army C.N.E. 
and navy as in the civil departments, for all new kinds of ex- EV.35· 
penditure have to be submitted to it for approval before the 
expenditure is incurred. 'As Parliament exercises the ulti-· R.C. Civ. 
mate control over the executive -government· by providing Estab., 
the funds, so the Treasury exercises anticipatory control by 2~. Ev. 
ascertaining that the department shows good prima facie 10 27 

grounds why such funds should be provided.' . 
While the Treasury would not think of questioning the C.N.E. 

technical desirability of a proposal put forward by a depart- Ev. 586-
ment, it is bound to consider the financial question as to whether 7 
the money is available and how it should be distributed, and, 
equally, the financial effects of tlie proposal not only in its 
bearing on the scheme immediately under consideration, 
but in relation to other departments of the state. Any dis
agreement between the Treasury and the department on these 
points would necessarily have to be settled by the cabinet. 
The que!>tion of costing is therefore one which cannot be lost 

5 
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sight of by the Treasury, nor is it one which should be neg
lected by the accounting departments in matters which they 
themselves decide without reference to the Treasury. Costing 
on the scale practised, and necessarily so, by commercial 
concerns, may not be practicable in state finance, as many 
things have to be carried out to secure efficiency, possibly 
irrespective of cost; yet it cannot be denied that an extension 
of the present system and a stronger realisation of the im
portance of the principle would on many occasions effect large 
savings to the public purse. 

As far as technical expenditure is concerned, the limitation 
of the treasury functions is readily understood. Control 
being based on knowledge, it would be impracticable, if not 
impossible, for the Treasury to acquire sufficient detailed 
technical knowledge to enable it to exercise direct control. 
Adequate control is" however, secured by control within the 
department exercised by a strong accounting officer, and by 
his being aided, and the Treasury being aided, by as much 
knowledge as can be collected by sympathetic inter-depart
mental working. The essence of treasury control is really 
the control of the department within itself, reinforced by the 
Treasury. Thus in the case of establishments, treasury control 
can only be secured by a close association with the responsible 
heads of the departments affected. Without their co-opera
tion and knowledge, no permanent good is likely to be attained, 
and it is therefore most desirable in the public interests to 
interest them directly in the efficient and economical manning 
of their offices. 

The system, moreover, possesses the important advantage 
of tending to preserve intact'the responsibility of the depart
ment which draws up and presents the estimates and which 
is responsible for, the service. The more that responsibility 
is weakened by outside interference, the more extravagant 
the department is likely to be. However useful the financial 
criticism of the Treasury' may be, it ought never to super
sede an effective financial criticism within the depart
ment itself, in the case of the great spending departments 
especially. 

After allowing for this important principle, there still re-
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mains a very wide field for the exercise of direct treasury control. 
Although it is not really within the discretion of the Treasury C.N.E. 
to criticise expert schemes of either great public buildings or Ev.130 7 
works, nor, beyond a certain degree, the proposals for increased 
establishments dependent on military requirements, yet an 
estimates have to be approved by the Treasury. It is a con- R. 1874, 
stitutional rule that treasury sanction is necessary to any 8S 
increase of expenditure, save only in the case of the establish- R.C.Civ. 
ments of the two Houses of Parliament. Not o~y is such sanc- Es:~, 
tion a necessity, but· it is an obligation on the department, ~ . v. 
when presenting proposals involving fresh expenditure, to R 
lay all the financial considerations before the Treasury in full ~9 .~:~: 
at the very outset. If any such increase is desired, it rests 
with the accounting department to justify its demand. If the 
proposal is a necessary sequel to a change of policy, the Treasury 
would be only concerned in seeing thaUhe method of carrying 
it out was prima facie the most economical. From its ex- C.N.E. 
perience in dealing with other departments, it might be able Ev. 1898 

to point out that in carrying out a large matter of policy, more -190
0 

economical methods might be adopted, or in other ways useful 
suggestions might be made without calling in question the 
opinions of the departmental experts. But in many cases the 
necessary sanction can be but little more than a formality, 
since the Treasury is not, and cannot be, an authority on Idem, 
technical or scientific proposals. In such matters it must EV.13fo 
remain in the hands of the experts, with this qualification, that -3 
it has at its disposal a method of procedure which it can and 
often does employ, whereby expert advice is obtained with-
out interfering with the department's advisers. The Treasury cpo 
can appoint a departmental or inter-<iepartmental committee, idem, 
on which it is represented, to examine new or special expen- ~: ~~4; 
diture, if it is of opinion that it requires to be further informed 18~3. 
and advised as to the reasonableness of the demands of the 22, T.M. 
department, prior to the proposals being sanctioned. This 2 R. 
system tends to efficiency and economy and is the most efficient 1896,7 

way of examining into disputed questions of expenditure. i~'~96 
The Treasury itself, however, while never failing to consider -9 • 

the financial aspects and effects of a department's demands, 
would not attempt to criticise the technical details as affecting 
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the merits of' those demands. A change of policy involving 
a reduction of expenditure would not require the assent of 
the Treasury, and therefore no opportunity would arise in 
such a case for treasury criticism as to whether from the 
financial point of view the economy effected was as great as 
the circumstances might have justified. A change of policy, 
however, which altered the cadre of an establishment would 
need treasury sanction even though a reduction were being 
effected. Speaking generally, therefore, unless there is a de
mand for increased expenditure, there is virtually no treasury 
control; the effectiv~ control is applied when an increase is 
asked for. Consequently much unnecessary or wasteful' ex
penditure may b!! continuously incurred which the Treasury 
has no control over, Jorit will remain ignorant of its occurrence. 

On the other. hand, as regards a great number of things, 
expenditure of the same class exists in all the departments. 
The Treasury is the only department that is aware of or studies 
the details of all. It is thus, on the one hand, able to make com
parisons and to guard against the establishing of any principle 
in one office, which might be claimed to be of general applica
tion and so involve considerable expenditure by its universal 
adoption; and, on the other, it is able to regulate rates of pay
ment made by the different departments for the same class of 
work or duty. 

Outside questions of policy or technical points, there may 
be in some classes of expenditure a considerable margin between 
extravagant and economical administration. Thus, in the 
case of establishments and cognate items of expenditure, the 
Treasury exercises as close a control in the case of the War 
Office and Admiralty as it does in the case of the civil depart
ments, and its sanction to increases is far from being a matter 
of form. It deals with such questions by comparison, and 
criticises with the authority of knowledge gained from a com
prehensive outlook. The principal value of treasury criticism 
lies in the fact that that department is informed and instructed 
upon the expenditure of all departments. Its aim is, as far as 
possible, to secure uniformity for the same kind of work in the 
various offices of state. It must, however, be admitted that 
even in respect to this expenditure on establishments, treasury 
control is mainly limited to the beginnings of the expenditure. 
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Having given its sanction to an inc~ease, it cannot do much 
towards a reduction. If the contingency which occasioned the 
increase comes to an end, the Treasury has in practice no means 
of intervening to stop it. It can make suggestions to the head RC. Civ. 
of the department but has no power to compel him to adopt Estab., 
them, other than the drastic step of refusing to approve or 2 REv. 

. I . h' h h d 1070 5 present the estunates. t IS true t at It as t e power, un er 0 . C 
an order in council of I8go, whenever it thinks fit to investigate 15i:;~ 
the organisation of a department and to see whether an office- clause 16 

is or is not economically managed, but in practice the power W.O; 
is limited. The duty of effecting a reduction rests with the Org.,Ev. 
heads of departments and branches; who should bring facts 3

1
54 

. of unnecessary posts to the notice of their superior. Such is 
an extremely disagreeable undertaking. It requires a strong 
man to effect reductions at the cost of incurring personal 
odium, with perhaps few, if any, thanks for the saving to the 
public effected. The difficulty was admitted by the Chancellor 
of the Exchequer in IgI2. 'Any attempt at economy is a Pari. 
very unpleasant task. You cannot achieve it without cutting Deb.? s. 
down salaries, without getting rid of officials, without dis- X~Vll. 
pensing with the services of people, without withdrawing 3 
orders; and whenever you do this, somebody is hit, and some-
body's constituent is hit: When, therefore, increases are 
recommended by departmental or local authorities, this should 
be borne in mind. The officer recommending the increase 
should not only consider his own responsibility for the com
mencement of the appointment, and for its immediate need, 
but also the possibility of and the means for stopping it when 
its usefulness may have ceased. He should bear in mind the 
potential responsibility which his action may be throwing 
upon his successor. 'It is one of the great difficulties to be R 1912~ 
met with in administration, ever to cut down anything that EV.2384 
may be a vested interest of any officer or man. It is easy to 
call for economy, but economy must fall upon some individual, 
and the individual protests: Gladstone was faced with the Life of 
same difficulties in his schemes of economy, and observed in Glad
I863 that since he began to deal with these subjects, h~enty ~i.o~e,. 
years before, , every financial change beneficial to the country: 
at large has been met with a threat that somebody would 
be dismissed.' In his case, however, such discouragements 
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were ' treated with the half scornful scepticism without which 
no administrative reformer will go far.' 

A general reorganisation, however, to effect economy can 
only be gradual. If carried out by a stroke of the pen, it may 
have the opposite effect of imposing still heavier charges on 
the state. 'No good object is attained by sudden and expensive 
reorganisations; the best way of arriving at efficiency in any 
. department of the state, as well as generally throughout the 
service, must be by making progress gradually on certain clear 
and defined principles towards a better order of things.' If 
the sole question for consideration were merit and efficiency, 
economy would be easy, but it too often happens that the 
public, in order to obviate personal hardship or through public 
or political pressure, has to incur expenditure out of all propor
tion to the services rendered, owing to vested interests. One 
of the most difficult problems encountered by every head of 
a department is the difficulty of getting rid of his inefficient 
subordinates. Political expediency is, therefore, frequently 
a bar to the effecting of economies which would, on grounds 
solely of finance and efficiency, be possible; 'an individual 
hardship, and equally an injustice, ought not to be committed 
for the sake of arriving a few years sooner at the object Parlia
ment had in view, namely, economical reform . . . the work 
of retrenchment must be a well considered and a gradual 
work.' 

Apart from establishments, there are other sources of 
expenditure which are liable to become obsolete. These are 
a frequent source of waste and inefficiency if not vigilantly 
watched. In estimates the status quo is not the measure of 
justifiability. Treasury criticism is frequently and effectively 
directed to the discontinuance of such items, by securing 
periodical reviews of their continued necessity after a change 
of policy or in altered circumstances. The Treasury, on 
observing such items, would call upon the department from 
time to time. to show cause for the work that is done; but it 
is obviously the duty of the department and of local authorities 
to be ever on the watch to check such expenditure whenever 
possible, and not to wait for treasury intervention. 
.. In general, treasury control over the estimates is exercised 
with a view to preventing extravagant demands which can 
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possibly or probably be reduced without loss of efficiency, and· 
by examining new proposals to secure that value for money is 
received; for this is one of the main objects of financial control. 
The actual economies which the Treasury may succeed in w.o. 
effecting may be small, but the control exercises a strong moral Org., 
restraint upon accounting departments. The necessity for Ev. 3270 

giving a plausible reason for every new item of expense is Bast-
a hindrance to new and unnecessary claims which keeps within ~bl~. 
limits the natural tendency to increase, and checks the waste F~.: 
so common in public economy. VI. ii. § 2 

Still, in this control over the estimates, it is no part 9f the 
business of the subordinate Treasury, as distinct from the Chan~ 
cellor of the Exchequer, to demand reductions of particularitems 
solely in order to reduce the total of the estimates to within 
a lower limit, on the grounds that money will not be available. 
The cabinet having decided the policy, the duty of the depart~ 
ment is to prepare estimates which, in the opinion of the depart
mental experts, will properly carry out that policy. If the 
department is unable to prepare those estimates so as to carry 
out the policy within the financial provision allowed, then either 
the policy must be modified by the cabinet or the Chancellor 
of the Exchequer must arrange to make greater provision. In-
other words, it is not the function of the-Treasury to endeavour C.N.E., 
to cut down demands, nor to have the power of doing so,without Ev. 2527 
reference to the necessities of the service. The Chancellor of 
the Exchequer might make such a demand, and put pressure Idem, 
on a department to cut down its total estimate in order to EV.2532 
bring it within the sum which he thinks he can afford. The 
department would then try and postpone, as much as possible, 
work which in itself might be very desirable in the public in~ 
terest, but which cannot for the time being be afforded by the 
state. Three demands of this nature may be refsrred to as 
illustrations of the practice. The first case arose out of Glad-
stone's battle for economy inI862, when he persuaded the Lifeof 
cabinet to agree to enforce a reduction of £750,060 on the ~lad
proposed estimates. Again, in I886, Lord Randolph Churchill ~i.~~e .. 
demanded that the army estimates should be reduced by half R.C.S.A. 
a million, though, normally, the Chancellor70f the Exchequer War, Ev. 
does not insist on a reduction of the· estimates en bloc. The 21534 
Secretary of State for War, Mr. W. H. Smith, objected; as a 
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Cpo Life result of which Lord Randolph resigned the Chancellorship. 
~~~~~~i In the third case, the Post Office estimates for 1913-14 being 
ii. 229- £250 ,000 in excess of the money available, the Treasury 
240 required the department to make a reduction of that 
R. 1915, amount on its engineering programme. In making such 
16, & Ev. a demand, the Treasury stated that the question of whether 
1045-52 , 
1067 it impair~d the efficiency of the service was. considered, 

Cpo 
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Cpo 
Army 
Fin., 
p. 73 

Todd, 
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. but that, on balancing the needs for economy "With the 
claims of the Post Office, it came to the conclusion that a: 
reduction ought to be made. The function of the Treasury 
in dealing with the estimates from this point of view; is to 
consider the general financial position, and to endeavour to 
arrive at a proper figure by weighing that against the claims 
of the service. Such demands on the part of the Chancellor 
of the Exchequer are quite distinct from the control over the 
estimates by the subordinate Treasury, which is not intended 
to be exercised in such a manner as to limit or hamper the 
public service. It is intended rather to force a department 
which desires to increase its expenditure to make good its 
case. The mere fact that a department has to lay its whole 
case before the Treasury, exercises a very wholesome influence 
in preventing it from putting forward extravagant proposals. 
Therein lies one of the most salutary effects of the central 
control. It exercises a restraining influence, and even when 
the' actual results' it brings about may appear to be small, it 
is none the less powerful in exercising a moral effect through 

. the-known potential use of its power. 
The appreciation of these principles of control, which 

are so well known in the central offices of departments where 
the control is directly felt, would better enable local authorities 
to understand why proposals and schemes which may have 
much to recommend them intrinsically, sometimes are unable 
to obtain approval. 

In conclusion, reference may be made to one branch of the 
estimates over which the Treasury has no control-those of 
the House of Commons. These 'concern the internal economy 
of Parliament, of which the Speaker is the final judge, and on 
his authority the amount required is inserted by the Treasury 
in the annual estimate without question, nor is the Treasury 
consulted as to increases or variations in the establishment. 



TREASURY 

Similarly the Treasury rarely attempts to exercise control Hans. 
over the estimates for the House of Lords, which are prepared 3

8
5 • ceii. 

by a committee of that House and sent to the Treasury, which ~ 3-~ 
usually accepts them without dispute. • It was not to be IK87, ~4 
supposed,' said Gladstone in 1870, • that the Treasury would 
assume that control over the estimates for the House of Lords 
that it was their duty to exercise over all other estimates. 
Under the old usage, the Lords were accustomed to regulate 
their own expenditure; but that House, in a spirit that did 
them credit, had abandoned that privilege, and had consented 
that the expenditure should come under an annual vote. 
Under these circumstances it would not be becoming for the 
Treasury to assume that sort of control over that estimate 
that they very properly exercised over ordinary estimates.' 

Form of #he Estimates 

The form in which the estimates are prepared and presented 
affords the Treasury a further means of control. Responsi- 3 R. 
bility for that form belongs to it exclusively, by statute as well 1888.7, 
as by tradition; for since the estimates are the precursor and & T.M. 
foundation of the account, the Exchequer and Audit Act, which 
makes the Treasury responsible for the form of the account, 
necessarily makes it responsible for the form of the estimates 
on which the form of the account must in general outline be 
based. The act, therefore, implies an anterior responsibility 
on the part of the Treasury for the form of the estimates. This 
responsibility the Treasury is not able to divest itself of, and 
the Public Accounts Committee strongly dissented from the 
action of the Treasury in 1887, in accepting new forms put 
forward by the Admiralty upon the responsibility of that 
department, although itself objecting to them, leaving the 
Admiralty to justify the proposals before the Public Accounts 
Committee. 

Since; then, the responsibility rests with the Treasury, it is R.SeSS.2. 
clear that no substantive change in the form of either the esti- 1880. 
mates or the accounts, and no alteration, either of arrangement 54. T.M. 
or classification, may be made without treasury sanction-while R. I8n. 

further, as previously explained, such sanction would not be ¥~ ( ) 
given until the opinion of the Public Accounts Committee . 3 
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thereon had been ascertained, so that the Treasury may feel 
that it is not exercising its powers in any way that would not 
be approved by that committee. 

It .b customary for the Public Accounts Committee to 
criticise and approve such proposals, so far as they affect par
liamentary control, and in practice it is probable that no 
contemplated change would be carried out unless acquiesced 
in by the committee. Such covering approval is, however, not 
legally necessary, and a change in the fOJ:?ll of the estimate~ 
might be carried out by the Treasury in the face of objections 
by the Public Accounts Committee, though under modern 
conditions it is hardly conceivable that such action would be 
taken. In view, however, of the important consideration 

1 R. involved, proposals to alter materially the form of the estimates 
1890 • 4 or the number of the votes should, in the first instance, be laid 

before the House, so as to enable it to examine them, and, if 
it should think fit, to r~fer them to the Public Accounts Com
mittee before the Treasury sanctions the change. This is 
now fully recognised, and it is the practice to give the earliest 

R. 1912. possible information about any change made in the form of 
Ev. 29 the estimates to the Public Accounts Committee. No important 

change would be sanctioned by the Treasury unless the con
currence of the committee had been obtained, as was done 

5 R. in 1909 when the new form of estimate for the works sub-heads 
1909. 9 of army vote 10 was adopted after approval by that committee. 

In the 'case of minor changes of form,· involving no principle, 
the Treasury might give effect to them without waiting for a 
formal discussion before the committee, if it considered that 
they were not of such a character as the committee would 
desire to give a considered opinion upon. 

It may be advisable at this stage to consider the form of 
the estimates in somewhat more full detail. The general form 
is governed by three main considerations:- . 

I. The supply of information to Parliament, 
2. The preservation of continuity of the votes, 
3. The maintenance of control, 

and it will be convenient to discuss them from these points 
of view. 
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The Estimates as a Source of Information 

• I Readily intelligible information tends to anticipate objec
tion and save'debate in Committee of Supply, and it might be 
given with the greatest fulness in the estimates: which should 
therefore be drawn up so as to be as illuminating as possible, 
consistently with, cle~ess and conciseness. They should 
give the fullest information as to the proposals and intentions 
of the department during the year for which they are prepared. 
The descriptive titles and explanations of the various sub-heads 2 R. 
should be framed with the utmost possible precision, so that ~:78. 
ambiguity may be avoided. Moreover, it is equally important 
that information as to estimated receipts should be given as 
particulars of proposed expenditure. The larger items of 2 R. 
appropriations in aid should always be stated. With the 19!3. 4 
greatest care in framing the estimates, however, it must be 
impossible, without unduly increasing their bulk, to include 
all the particulars which govern classification. In cases of 
doubt, the records of the department will usually show whether 
a particular service was in contemplation when the estimates 
were framed. But again, the fact that a service was so con
templated is not in itself a sufficient justification for its inclu-
sion in the account. For while, on Jhe one hand, a vote is 4 R. 
legally applicable to any service covered by the terms of the 1894. 
resolution granting it, even though no mention be made of 47-52

, 
T.M. 

the service in the details of the estimate, on the other hand, 1 R. 
if the wording of the estimate does not fairly cover the service, 1882. J. 

it is not sufficient for the estimating department to say on a T.M. 
subsequent occasion that provision was made for it. The fact 
that the amount of the estimate is sufficient to bear the charge 
is immaterial in such a case. If such a plea were generally 
admitted, the Treasury and Parliament might fidd themselves 
committed to expenditure of which they had no cognisance. 
So, too, any special conditions attaching to a grant (such as the 
non-surrender of the balance) must be clearly specified on the 
estimate. It is not sufficient for the department concerned, 
or the Treasury, to plead that those conditions were made 
known to Parliament during the debate on the vote, and that 
consequently its concurrence was implied. Whatever the 
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wishes .of Parliament may be in that respect, legal effect is 
only given to them if defined in the estimate. If the terms 
of a grant are clear and distinct, the Comptroller and Auditor 
General contends that he has no power to pass expenditure 
not covered by the precise terms of the grant, whatever the 
intentions may have been, and the Public Accounts Committee 
relies on his bringing such cases to notice. If, therefore, a 
definite intention is expressed, either by the department or 
-in'the House, care should be taken to ensure that the form of the 
estimate is so framed as to correspond with such intention. 

The extent to which the process of supplying information 
in the body of the estimates can be carried is, however, subject 
to three important qualifications. 

In the first place, reasons of policy may justify the exclusion 
of information from an estimate. Such reasons may belong to 
the regions of diplomacy or high state policy, or may be merely 
domestic. Thus in the case of secret service money, Parliament 
makes the grant without asking how it is to be spent, relying 
on the integrity of the paying officer to spend it in the interests 
'of the public service, with the knowledge that no account will 
be required. Or again, in the case of proposed business trans
actions, it is often impossible to make a detailed provision 
for the purchase, say, of property, without drawing attention 
to the proposed purchase, in which case the purchase price 
would undoubtedly be higher. 

Secondly, the form in which it is most convenient for 
administrative reasons to ask Parliament to vote money is not 
necessarily the most interesting form in which the expenditure 
admits of being presented. Expenditure can be classified in 
two ways-according to its nature or according to its purpose, 
and, so far as the estimates go, there is no more difficulty in 
arranging it according to purpose than according to its nature. 
The former method would make the estimates far more signi
ficant and intelligible. The necessity of having to publish 
appropriation accounts, which must follow the estimates in 
form, precludes the possibility of preparing the latter on this 
method, however; for when the expenditure is incurred it may 
be impossible to state its purpose; difficulties of administration 
would also be involved, and accounting would be delayed. 
Provided, therefore, that the form is reasonable, the adminis-
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trative convenience would be generally permitted to be con-
sidered before the parliamentary preference, even though less 
informative. The classification according to purpose would give A. & N. 
more statistical information, but less controlling- information ~t. 
to the officers of the department who have to administer the Ev~j540 
votes. When the Admiralty in I887 proposed so to rearrange 
the votes as to bring items cognate to any particular service, 
wherever possible, into a single vote, the Public Accounts 3 R. 
Committee, while approving of the object,pointed out that 1888, 9 

it might be attained, without altering the old form of the esti-
mates, by presenting to Parliament a separate paper containing 
a re-classification of the estimates under the heads of particular 
services, thus obviating a loss of continuity of form. No 
objection of tlps nature presented itself in creating a new vote 
for the territorial force on its coming into existence,and there-
fore an undertaking was given to the House of Commons that, R. 1910, 

as far as possible, all territorial force expenditure which could EV.926 

conveniently -be' laid before Parliament in the territorial force 
vote should go there; thus enabling the total cost ofthat force 
to be better seen. Speaking generally, however, the accounts, 
are kept, and therefore the estimates are prepared, upon the A. &N. 
principle of showing the different subjects to which they are ~t. 
referred, and not the purposes to which the expenditure is Ev~" 
applied. Such a method is adopted rather in view of the 34,177, 
preparation -and checking of the accounts than the informa- 261 

tion of Parliament and the country, rapidity of accounting and 
the maintenance of administrative responsibility being' the 
primary requirements. 

Thirdly, a parliamentary estimate forms the basis of an 
appropriation account, which is a straightforward record of R. 19II, 

actual transactions, capable of being brought to the test of ~P:t&. 3*, 
precise audit. It is therefore undesirable to insert in the 17/2 ju 
body of estimates any classification of expenditure which, ,not R 
being susceptible of reproduction in the account books or :89~, 16 

adoption in the account, may possibly be illusory. If the in- 3 R. 
formation given by the classification in question has any real 1888,26 

value, it would be better conveyed by means of a footnote, or (c) , 
added as an appendix. For similar reasons the introduction 
of calculations as to cost of services which are based on esti-
mates, averages, and approximations are out of place; and 
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when furnishing details of estimated expenditure in the body 
of the estimates, any classification which is admitted to be 
purely arbitrary should be avoided. Such calculations are 
rather matters of statistics than of account. It may be some
times desirable that estimates should exhibit the anticipated 
cost of operations, but this object must necessarily be sub
ordinated to their primary function, viz., to form the basis of 
the vote required to enable the administrative department to 
pay the salaries and wages of its staff, to purchase stores, and 
to make other necessary payments to carry on its work. When 
it is desirable to furnish statistical information, it should be 
relegated to a supplementary statement to be appended to the 
estimate. The estimate should be framed on a basis of cash 
payment only, all statistical and arbitrary adjustments and 
calculations being.as far as possible removed therefrom. If this 
is done, the appropriation account proper is brought into closer 
touch with the actual facts of administration, thus rendering 
the control by Parliament and by the Treasury more direct and 
effective. On the other hand, when tables are appended to 
the estimates, they have legaIly no binding effect. Parlia
mentary sanction can only be secured by presenting them in 
the form of a vote. If, therefore, it is considered necessary 
to secure such sanction for expense accounts, it is necessary to 
present the estimate for them as a vote, apart from the cash 
vote, whereby provision would be made for voting money value 
or quantities of stores to be issued out of stock or labour to be 
employed in the year. This system was suggested for adoption 
by the Admiralty, which annuaIly presents an estimate for 
expense accounts, though it was not found practical to treat 
it as a parliamentary vote, while a similar estimate is presented 
for the ordnance factories. Tables of this nature when pre
sented in the form of a vote would be therefore on a different 
footing from explanatory and statistical tables, which are 
merely appended to the estimates. The desirability, however, 
of appending to the estimates statistical figures which, being 
only based on approximations or averages, are properly ex
cluded from the body of the estimate, does not imply that no 
conjectural figures should be inserted in the estimates. It 
may frequently be necessary to provide for a service in the 
estimates, which it is known will cost something, though the 
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total cost can only be conjectured. Such' conjectures' !lre 
not only legitimately capable of inclusion, being strictly and 
technically estimates, but are properly included; for, though 
provision under any given scheme should be limited as far as 2R 1915. 

possible to the amount likely to be expended within the year, 4 & 5 
yet, if expenditure is likely to occur at all, it is preferable to 
make some provision, even though it may be only a nominal 3 R 
sum in order to obtain parliamentary sanction to the service, Ig07. 16 

if not to the cost. The argument is all the stronger when a 2 R 
works service provided for in the estimates and undertaken Ig02. 3 

involves automatically the starting of a contingent service. If 
the latter is not brought to the notice of Parliament, by the 
taking of a vote if money is required, or by a note if the service 
is not expected to be started within the year, the full estimated 
charge on the public of the original proposal is not laid before 
Parliament at the time of its inception, and this Parliament 
has a right to· be informed of. The civil contingencies fund, 
which is primarily intended only for unforeseen payments, 
should not be used for meeting liabilities, which it. is known 2R 
will occur, in order to save taking a vote until the cost of the 1909. 4 

service is known in the following year, though it might be used 
properly for a remanet if the total vote had been previously 
taken but not expended. The non-inclusion of an item in the 3 R . 
estimates withdraws the matter from the observation of Parlia- Ig07. 16 

ment, and is t1}.erefore objectionable in principle. When such 2 R 
. 1 fi . il Iglo. 15. conJectura gures are mse.rted, an explanatory note, • Deta s T.M. 

not yet complete,' should be added to the estimate in which the RE.C. 
provision first appears. This will make it clear to Parliament Ig12. 
that the sum asked for is conjectural and in round figures, 8. T.M. 
in spite of its being in the body of the estimates. Any attempt ~. IgH. 

under such circumstances to give an exact figure is rather -:J 23
8

9 

misleading than informing, and might be apt to give a deceptive 
appearance of accuracy. In the case of works of magnitude R.1913. 

especially, tbere is always a great deal of uncertainty as to Ev. 3050 

what amount of progress will be made and to what extent 
this will be affected by engineering difficulties met witb, strikes 
or other causes. Tbe estimate of tbe sum required must there-
fore frequently be conjectural. This bolds good to a greater Cpo 2 R 
or less extent in all works services. Something may be relied 190 5.4, 
on to interfere with tbe totals. . Even in the case of smaller T.M. 
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works" the site may not have been decided on, or possession 
may not have been obtained, or the plans may not be ready. 
Experience shows, therefore, that although the estimate for 
each separate work may be justifiable as a reasonable antici
pation of the amount of work to be done, yet, over the whole, 
a surplus is certain to arise from one or other of the above-
mentioned causes. A practice has therefore arisen, and is 
encouraged by the Public Accounts Committee, of making a 
lump sum deduction from the works estimate total,in order 
to avoid asking Parliament for more than will in all probabi
lity be spent on the works as a whole. Such a deduction is 
made both by the Admiraltyand for revenue buildings. It can
not, however, be made as a percentage of the total estimate, 
as each year's programme must be considered on, its merits; 
and, in considering what contingencies are likely. to arise. the 
nature and number of the various works comprising the pro
gramme have to be taken into account. To deduct a fixed 
percentage, irrespective of such considerations, would be un
safe. Discretion must therefore be given to the department 
to decide what amount may be safely deducted without running 
any serious risk of finding itself without sufficient funds to 
. carryon any work which is actually authorised and estimated 
for. The foregoing remarks bear mainly on the question of 
under-expenditure resulting from slow progress in the work, 
which may be entirely beyond the control of the department. 
A frequent cause of under or over expenditure which is more 
controllable is a change of policy or plans. It is of great im
portance that estimates of cost submitted for parliamentary 
sanction should be such as the House of Commons can accept 
as final. Changes of plans, subsequent to the presentation of 
the estimates, lead to either under-expenditure in the year and 
.consequently to a surrender of unnecessary provision, or to 
the employment of money voted for one service to other 
services for which inadequate or no provision had been made. 
It is therefore incumbent on the departments to use all 
possible foresight with a view to arriving at a final decision 

. as to projected works and other services before Parliament 
is asked to make provision for them. 

It is in accordance with the principle mentioned, as to 
making some provision for a contingent service, that special 
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provision is annually made in the army estimates for secret 
service intelligence under a separate sub-head 'field intelli- 3 R. 
gence,' although expenditure will usually only take place in 1904. 10 

the event of war. In normal times a token vote of [roo is R. 1911. 
taken in order to secure parliamentary sanction to the object EV.2592 

of the sub-head, if and when its use is required. This practice 
has been adopted in accordance with the recommendation 
of the Public Accounts Committee, which was of opinion 3 R. 
that payments for services of a confidential nature on active 1901. 3 
service should not be made without parliamentary sanction. 
The annual provision of a token vote achieves -this object. 
For the same reason, also, a nominal amount of [ro is taken R. 1912. 
annually under the vote for the supreme court of judicature Ev.1594 

for the sub-head ' trial of election petitions.' It is not known 
what, if any, election petitions may take place; but in view 
of the possible contingency, a token sum is taken to keep the 
sub-head open. If a petition is filed, the fro merely pays 
the fee of the prescribed officer's clerk and the remaining ex
penditure has to be found from savings on other sub-heads, 
or temporarily from the civil contingencies fund. The practice 
of taking only a token vote in such cases ¥; preferable to that 
of asking for a substantive grant. The latter should not be 
taken if there appears to be little likelihood of the money R. 1913. 
being spent, for in such a contingency the existence of an Ev. 160 

unspent grant might encourage extravagance in other ways: 
On this point the Public Accounts Committee observed in I9I4 R. 1914. 
that it trusted that money would not be taken in future 6 

without adequate assurance of its peing spent in the course 
of the year. . 

On the other hand, the fact that ptovision- is only requir~d 
to be made in one year for a portion of a service does not Cpo 2 R. 
relieve the department of the necessity of informing Parlia- 1904. II 

ment to the best of its ability of the total eventual cost, either 
known or conjectured, except for some grave reason of policy. 
The department should invariably present in the first instance R.Sess.2. 
to Parliament an estimate of the total amount that would 1880. 45 

be required for the whole work and then take, in the body of ~.N.E8 8 
the estimates, the amount required for the forthcoming year. v. I 2 

Some modification of this principle is, however, permitted 
when a token vote is taken for -some comparatively small 

l' 
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amount for the preliminary expenses of a . larger work, pro
vided that such preliminaries do .not commit Parliament 
definitely to a continuance of the work. If the preliminary 
steps involve a virtual or legal commitment to the work, a 
conjectural or approximate total cost statement should be 
appended; otherwise Parliament might, on a token vote for 
a few thousands, find afterwards that it was committed to 
the construction of a new work. of which the total cost might 
run into millions. Similarly when remanets of expenditure 
on works serviCes occur, the total expenditure up to date as 
compared with the total estimate should be stated for the in
formation of Parliament. 

In the case of services performed by one department on 
behalf of another, the preparation of the estimates should 
be based on similar principles in the case of one department 
or the other, so that Parliament may be fully informed. If 
a service is performed of which no exact cost figures are kept 
or obtainable, the value will be shown for statistical purposes 
as an appendix or in a footnote. If, on the other hand, pay
ments are definitely to be made on account of a service or 
portion of a service for another department, a reference to 
it ought to appear on the face of the estimates of each dtpart
ment. This method, however, would not apply to services 
for which money is estimated to be received by one depart
ment from another to meet payments which are capable of 
being treated as advances. Such should be charged direct 
to the department at whose \nstance they have been made, 
and will be normally excluded from the estimates of the de
partment performing the service. It will thus be seen that 
there are three different ways of informing Parliament of the 
value of services rendered by one department for another :-

I. The purely statistical record, when the service is of 
such a nature that the cost, being indistinguishable, must 
remain charged in the accounts of the department which 
rendered the service. 

2. The method applied to cases where the actual cost is 
ot will be known but in which, for convenience or reasons of 
policy, it is estimated for and charged in the account of the 
department which renders the service, while the department 
whose service it is merely reCQrQ~ the value in a note or other"" 
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wise. If, however; a repayment is contemplated in such a 
case, it will be provided for as a credit to appropriations in 
aid of the service. 

3. The agency method, when one department merely 
treats the payments it makes on the service as advances 
made on behalf of the other department. In such a case, 
the actual cost is borne by the department for which the 
service is performed and appears in its estimate and account 
only. 

While it is important that the estimates as presented should 
be as informative as possible, it is no less important that they 
should include provision for all services carried out by the 
department. This principle has already been alluded to in 
connection with the taking of a token vote for self-supporting 
services. A breach of this principle was brought to the notice 
of the Public Accounts Committee in I9II, whereby a depart- R. 1911, 
ment proposed. to carry out a service, for which no parlia- ~v. 680, 

mentary grant was required, without placing it on the esti-. c. 
mates. Land and buildings were purchased under arrange-
ments to make payment in twenty-five 'annual instalments 
which would be found from the rent. The arrangement was 
perfectly legitimate, but the annual charge should have been 
shown separately as acharge to the vote,and the rent as received 
credited to appropriations in aid. The method adopted, in 
effect, withdrew from the cognisance of Parliament the know-
ledge of the expenditure and the power to control it.. If, 
however, the service is not a public service but is carried out 
subject to repayment of the cost, .the position is somewhat 
different, as, although it may be executed.from public funds, 3 R. 
some doubt may arise as to whether the expenditure can be 1891,6 

legitimately charged finally to the vote, and the repayment 
credited to appropriations in aid, or whether the charge should 
be made against a personal account which would be cleared Cpo I R . 

. by the repayment. Each case must be considered on its merits. 1908, I 

If the service is one which cannot reasonably be included in 2 R. 
the estimates as a public charge, even though the cost would 1909, 3 

eventually be repaid, then the only alternative is to open a 
personal account; but in such a case, in view of the possibility 
of loss of any of the public money temporarily used, in cases 
of default of repayment, the facts must be brought to the notice 
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of the Comptroller and Auditor General to enable him to 
watch. the liquidation of the claim, or, if he thinks it ad

Cpo 3 R. flsable, to report on the temporary use of public money in this' 
:1904,5 manner. 

3R. 
1890,5 

Cp.A. & 
N.Est. 
'Com., 
EV·3152 

C.N.E., 
EV.I556 

Continuity of Form of the Es#males 

In both estimates and accounts it is very desirable, from 
the point of view of Parliament, that there should be great 
facility for comparing one year's outlay, on any head of expen
diture, with that of other years. Consequently, great im
portance is attached to the preservation of continuity of form 
in the estimates, that is to say, to providing as far as possible 
for the same class of expenditure and the same services under 
the same heads and in the same votes from year to year. 

To destroy such continuity is undoubtedly a serious step, 
as on it must depend the means of comparison between the 
estimates and accounts of a series of years. While any important 
change may be to the departmental experts chiefly a matter of 
considerable inconvenience, it must practically take from 
Parliament all power of comparison, thus excluding the 
possibility of such criticism as depends on comparing the 
expenditure under the same head in different years. 

When such changes are decided on, the inconvenience may 
be reduced, as far as the current year is concerned, by the 
preparation of comparative statements in the estimates, 
showing the services affected under their old and new votes. 
The effect of the change is thus brought clearly to the notice 
of Parliament, and .the immediate inconvenience minimised; 
but after the. first year these statements necessarily cease, 
and any subsequent comparison of the votes before and after 
the recasting becomes a difficult and complicated process. 
Generally speaking, all changes in arrang~ment which tend to 
destroy continuity are objectionable. However good a re
arrangement may appear in itself, it will always be a question 
for serious consideration as to whether it is not preferable to 
retain the existing, though possibly inferior, arrangement for 
purposes of comparison. In discussing the changes made in 
the 1888-89 navy estimates, the Public Accounts Committee 
observes that • it is obviously a very serious step to destroy 
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a continuity of form which 'has lasted for nearly two genera- 3 R. 
tions, and on which the means of comparison between the 1888. 5 
estimates and accounts of different years must depend for all 
but the experts of the Admiralty.' It may"even be desirable to 
secure continuity and uniformity at (he price of reduced par
liamentary conttoI. In illustration of this, may be mentioned 
the discussion which took place before the Public Accounts 
Committee in 1895 on the suggestion of the Comptroller and 
Auditor General, that a rearrangement of the naval works vote 3 R. 
might be made which would secure closer parliamentary con- 1895. 20 

troI. If a redistribution could be effected, which would show 
the cost of labour and material separately, and disclose more 
clearly whether the executive work were up to the total of the 
programme. the House of Commons would get a closer grip 
upon the state of affairs. On grounds of economy, and uni- I R. 
formity with the works estimates of other departments, it ~8:. 2. 

was decided, however, to make no change in the general form . . 
of the vote. 

Where a general rearrangement is adopted for the purpose 
of simplifying the estimates, and reducing the total number 
of resolutions to be proposed in Committee of Supply, or for 
purposes of securing uniformity-such as took place in 1888'--9, 3 R. 
in order to secure an approximation to a common form in the 1890 .38' 

army and navyestimates----the inconvenience and loss of control 
may be minimised by keeping the contents of old votes intact Idem. 5 . 
as far as possible. If the old vote did not contain sub-heads, 
it should itself be a distinct sub-head ,of the amalgamated 
vote; and where it did contain sub-heads, these also should be 
preserved, and, if possible. the old vote should reappear as a 
separate group of sub-heads within the items of the amalga-
mated vote. An illustration of the adoption of this system 
is to be found in the army estimates for 1905-6, when a H.C. 
rearrangement of votes was considered desirable with a view 73/1905 

to giving each member of the newly constituted Army Council 
the administration of complete votes. It became necessary, 
therefore, to split up and rearrange votes 6 to 9; but in the 
rearrangement, those sub-heads which were transferred from 
tlJe old votes appeared as separate groups of sub-heads within 
the new votes. In this manner the continuity was preserved 
as far as possible. 
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Apart from any general rearrangement of votes, or the 
transfer' of a class of services from one vote to another, it is 
also expedient for the sake of uniformity, comparison, and the 
information of Parliament, that when any specific service 
extends over more than .one year, it should always be provided 
for under the same vote. There is a manifest objection to 
dividing a charge between different votes in successive years, 
and even though it may be thought that the service was, in 
the first place, estimated for under an inappropriate vote, it 
would be generally preferable to continue to provide for it 
thereunder until completed. If it is considered expedient to 
make a change in a subsequent estimate, a note should be 
made on the estimates explaining under what vote the service 
was commenced. 

Effect of Form of the Estimates on. the Maintenance 
of Control 

The estimates of each department are presented under the 
votes for which Pa:rliament is to be asked to make its grants, 
the number of votes varying according to the nature of the 
services and the extent of the operations of the department. 
Each 'separate vote is further presented in three parts or divi
sions. Part I sets out the total of the vote only; part II the 
sub~heads into which the vote is divided and under which 
the expenditure will be accounted for; and part III the 
details of the sub-heads. 

Since Parliament appropriates the grants which it makes 
for each vote to the service of that vote, it necessarily follows 
that the control which it can, from the legal point of view, 
exercise over the department is in direct proportion to the 
number of votes. The greater the number of votes, the greater 
the control; for the money is more explicitly appropriated and 
the discretionary power of the department is correspondingly 

3 R. restricted.' In every case where there is reason for maintain-
1890, 4 ing parliamentary control-to the extent of requiring that any 

excess over the money granted by Parliament for a particular 
object or service sholi\d be submitted to the House-provision 
should be made for th~t service in a separate vote. To sub
stitute in these casesfo~. that parliamentary control, a control 
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of the Treasury-such as that department now exercises over 
the application of money voted for one sub-head to the use 
of another-,-would be a great change: The fewer the votes; 
and the larger those votes consequently are, the greater the 
freedom of the department, which, so far as Parliament is 
directly concerned, is only limited by the vote total. 'Money 
hitherto voted under three separate votes, for three different 
objects, will, if included in one vote, be applicable, without 
any fresh _resolution of Parliament, to all or any of the three 
objects. An excess on the estimate for anyone or two of the 
objects will not have to be submitted to Parliament for sanction, 
if it be met by a surplus on the remainder of the new vote, 
whereas every excess on a separate ·vote is brought to the 
notice of the Public Accounts Committee: In the case of 
civil votes this truth is absolute. The military and naval 
services are on a different footing. Although their votes are 
similarly appropriated to the specific objects for which they 
were demanded, yet it is obvious that the nature of the services 
necessitates many of them being couched in general terms; 
while others may be considerably affected by changes of policy, 
or other unforeseen circumstances, arising after the estimates 
have been prepared. A certain deg.ree of latitude is therefore 
permitted to be exercised by and under the control of the 
Treasury, whereby a surplus on one vote may be utilised to 
meet a deficiency on another. The existence of this privilege 
necessarily tends to reduce the effectiveness of parliamentary 
control secured by separate votes. The manner in which it 
is exercised is the measure of treasury control. As the exer: 
cise of this power is directly connected with the expenditure, 
it will be discussed in the following section. For the present 
purpose it is sufficient. to observe that the power is a limited 
one, and therefore it is still true, though in a modified degree, 
that the greater the number of the votes the closer the control; 
while the fewer the votes the more free are the hands of the 
department. -

An extension of the same principle holds good as regards 
the sub-heads of votes which, though not directly appropriated 
by Parliament, are liable to treasury control as such. Again, 
the same principle applies to those auxiliary heads and items 
which are subject to treasury control. Included in this category 

3R. 
1890 ,3 
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are the items of works votes. The specification of a service 
in the body of the works- estimates at once makes it subject 
to treasury control, and the headings of the departmental 
ledgers must correspond, to the services so specified. Since a 
department cannot technically use a surplus on one sub-head to 
meet a deficiency on another without treasury-that is to say, 
external-authority, it follows that its powers are restricted 
or enlarged according as a vote is divided into many or few 
sub-heads. ., The Treasury will properly be unwilling, unless 
sufficient reason is given, to approve the proposal of a depart
ment to reduce by amalgamation the number of sub-heads 
in a vote,' and any tendency on the part of a_ department to 
evade control by putting forward sub-heads, which are too 
gener;l.l or too consolidated, would be checked by the Treasury 
or the Public Accounts Committee. Unless the department 
could justify its action on the ground of the administrative 
difficulty in -dividing up an estimate, it would find it hard 
to resist suchan objection. At the same time, it is to be 
~emembered \that the extent to which two or more services 
provided for ~n one sub-head can be shown under separate 
sub-heads, must depend upon how far the expenditure on each 
service can, as a matter of practical administration, be kept 
distinct. If a suggested division of a sub-head would only 
be practicable upon an approximate basis, or if an accurate 
separation would involve serious complication-either in ad
ministrat.ion or accounting~it is desirable that no division 
should be made in the estimates or the account, but that a 
statistical tabl~ should- be appended to the account for the in
formation of Parliament, if desired, showing the approximate 
distribution between the services. Even when sub-heads are 
accepted, as being based on a satisfactory sub-division, it is 
still open to the Treasury-and it is a power that is freely 
exercised--to require the department to open subsidiary 
ledger accounts for the purpose of recording the expenditure 
of a sub-head in further sub-divisions, thus effecting still Closer 
Gontrol. But reduction in the number of votes or sob-heads 
does not necessarily imply reduced control, unless the informa
tion is als.o reduced. Thus when the parliamentary works heads 
parts),)I, and III of army vote 10 were reduced in 19IO-II 

from nine to. three, there was no corresponding reduction in 
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the infonnation supplied or the facilities for criticism; for H.C. 30 , 

subsidiary ledger accounts were opened to take the place of 1910, 

the principal ledger accounts which disappeared, while all P·75 
the detail is still set out in .the estimates precisely as before. 
For the purpose of accounting, however, a considerable sim
plification resulted; for, whereas before there were nine sub- Army 
heads-not one of which could be exceeded without formal !p~m. 
treasury approval-there Were afterwards only three whicn I;~O:~I 
required that authority, while the department was given a C.&A.G. 
freer hand to deal with the three new subsidiary accounts R. 23· 

within each of the three main ones: in other words, each of 
the three new sub-heads was administered as a whole. The 
arguments for the amalgamation in this case are so similar 
to those urged seventy-five years before in favour of an amalga- T.M. 
mation of certain votes that it may be worth quoting the Trea- ~6/9/34 
sury views on that occasion. • If,' it wrote, • this suggested ~P.M. 
consolidation of the votes-now taken separately in the 1856, 

ordnance estimates-would tend in the slightest degree to APPg i. 
weaken the check and control of the House of Commons over p. 4 7 
such expenditure, or to deprive Parliament of the fullest and 
most ample infonnation upon every part of the estimate, my 
Lords would feel it to be their duty at once to object to it ; 
but as no such consequences will follow, because the whole 
of the proposed expenditure will continue ,to be set out and 
explained in the estimate in as ample a manner as at present; 
and as my Lords are aware that, by reducing the heads of 
service in the actual vote by a consolidation of such as are 
analogous to each other, public convenience will be experienced 
in the department, their Lordships are pleased to sanction 
the proposed alteration.' 

The extent to which this principle can legitimately be 
carried can only be decided on the merits of each individual 
case. The Public Accounts Committee is always opposed C.N.E .• 
not only to any diminution in the number of votes, as tending Ev. 1017 
to reduce the control over those votes by the House of 
Commons, and sets its face generally against making large 
votes of lump sums, particularly under such headings as • mis
cellaneous,' but also to a diminution of sub-heads; as a 
general rule, the committee favours the sub-division of votes 
and sub-heads rather than amalgamation, and the Estimates 
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R.E.C. Committee takes up a similar attitude. Thus the Public Ac-
19

13,23 counts Committee, in 1910, criticised the entry in the ordnance 
R. 1910, factories mapufacturing accounts of such a large sum as 
Ev. Il83 £82,000, being shown under the single heading of 'miscel-

laneous charges,' and suggested that the item should be 
-3 R. shown in greater detail, with the result that various new 
19II, 44 headings were introduced in the following yeat. 'Sundries 

should be ,kept as sma}l as pO$ible, and reviewed from 
R. 1910, time to time; an~ if any particular expenditure attains to 
EV·332

- very great magnitude, the desirability of showing it under a 
3 separate sub-head should be considered and submitted to the 

Treasury.' 
On the other hand, as previously mentioned, the extent 

to which heads can be multiplied is limited by the practica
bility of their administration. However desirable external 
control may be, there are limits beyond which it cannot con
veniently be carried. Indeed, too detailed an external contrcl, 
unless very carefully safeguarded, may be both objectionable 
and detrimental to the public service, for it may tend to 
trench upon administration. ,It is very difficult to draw the 
line between effective control and actual administration; but 
in any case of doubt it is more important to waive the control 
rather than to intervene in the sphere of administration. If 

C.N .E., th~ Treasury uses ,its power and forces in considering minute 
Ev. 1663 details, it may lose its hold -upon the greater objects. Its 

action is much more effective if directed to laying down broad 
lines rather than to the criticism of small details. _ Though 
the sub-division of the estimates into votes and sub-heads 
must be sufficiently extensive to maintain an effective control, 
yet it should not be so minut.e as either to unfairly hamper 
the administration of the votes by the department, or to 
lead the Treasury to advance over the border line of that 
administration. 

In brief, the underlying principle, on which the form of 
the estimates is based, is that the votes should be so cast as 
to secure the maximum of external control with the minimum 
of internal inconvenience; with this proviso, that considerations 
of external control should not be unduly pressed if inconsistent 
with smooth administrative working, for the public would 
thereby in the end lose more than it would gain. 



TREASUR,Y 

III. CONTROL OVER EXPENDITURE UNDER VOTES 

The control exercised by the Treasury over the estimates 
-that is to say, over the proposed expenditure of the depart
ments-terminates with the presentation of the estimates to 
Parliament as finally approved by it. The control over the 
course of expenditure is equally, and in many respects more, 
important. Of this control a portion. is statutory and a. 
portion is vested by custom in the Treasury as the central 
financial authority. 

Since the estimates set forth the anticipated programme 
for the year and the parliamentary grants are obtained on' 
the strength of thaf evidence of the intentions of departments, 
it is incumbent on the latter to carry out that programme 
as far as is consistent with the interests of the public service, 
and if material divergence becomes necessary it is equally 
incumbent on the departments to obtain the authority of 
the Treasury thereto. The Public Accounts ComI¢ttee 'depre- 3 R. 
cates in the strongest manner any diversion of parliamentary 1901,7 
funds without treasury sanction.' This principle is, more-
over, of old standing. In a treasury minute of I846 it was 
laid down that 'no executive department is authorised tQ T dd 
exceed the sum appropriated by Parliament under each general P~rl.' 
head or vote in their respective estimates, or to apply any ~vt., 
surplus which may exist under one vote to supply the de- 11.25

1 

ficiency on otherS, without the express previous sanction of 
the Treasury, to be given on a written representation of the 
circumstances which render the adoption of such a course 
indispensable for the public service.' 

Speaking generally, it may be said that inaccurate estimates 
imply looseness of control, and, while introducing disorder 2 R 
into the public finances,. they tend to extravagant adminis- 1907, 2, 

tration. The fact of a vote being large, or of its terms being T.M. 
wide, may render accurate -estimating difficult; -but for that 2 R. 
very reason all the greater care should be taken in framing the 1885, Ii 
estimates of such votes. Apart, however, from the regular 
services of theyear and the pre-arranged programme-.:.for which 
it should be possible with care to make accurate estimates-
there must be many unforeseen contingencies to be met which 



PARLIAMENTARY GRANTS 

:.N.E.. will upset the original estimates. These are made out as the 
~v. 1602 best forecast that a department can make. and in their pre

paration-often many months before the expenditure will be 
incurred-it is necessary to make endless prophecies. In carry
ing out the intended programme, it may happen that the prices 
will not come out as satisfactorily as was hoped, and that un
avoidable excess expenditure results. Excesses of this nature 
are regarded as automatic, and the department would hope to 
equalise matters by obtaining savings equally automatic on 
other items,in order to obviate the necessity for asupplementary 
estimate. If these do not arise, the department must either 
effect economy on other items by postponements or reductions, 
or else ask for a supplementary estimate. 

The practice of using funds voted for one service to pay 
for the expense of another, under proper authority, is termed 
virement. The degree of virement or variation from the 
estimates which is permissible varies: firstly, according to 
the department concerned, and. secondly. according to the 
parts or divisions of the estimates between which it is desired 
to make transfers of voted money. The subject may there
fore be conveniently considered under two heads-namely. 
the deviation permissible between different votes and that 
permissible between sub-heads and auxiliary sub-heads of 
votes. 

Virement between Voles 

The parliamentary grant is made for the vote as a whole, 
and, in the absence of further parliamentary authority. the 
expenditure must be confined to the vote for which it is granted 
while at the same time a grant cannot be exceeded. The 
transfer of a portion of a grant from one vote to another would 
therefore result in a double irregularity: first, in the misap
propriation of the money granted for the former vote to the 
service of the latter, and, secondly, in exceeding the legal 
parliamentary provision for the latter. 

In the case of civil votes, transfers' between votes are not 
permissible, and cannot be legally effected. The Treasury has 
no power to authorise expenditure in excess of the par
liamentary grant, and such grant can therefore only be 
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exceeded with parliamentary authority by means of a 
supplementary estimate. If exceeded without such authority 
legal sanction must be subsequently obtained by~ an ex
cess vote. 

In the case of the army and navy, special conditions prevail 
and are legislated for in the Appropriation Act. It is recognised 
by the House of Commons that in great departments embracing 
expenditure on services all over the world, it cannot be expected 
that estimates, however carefully framed, can-always be found 2 R. 
correct, or that the .same accuracy would be possible in years 1862 

of disturbance as in years of peace. It must further be remem
bered that the estimates for the army and navy are given their 
final form many weeks before the commencement of the 
financial year to which they relate, and much of the information 
upon which they are founded has to be collected considerably 

. before that date. Under such circumstances, the necessity 
must sometimes arise for incurring expenditure which was not I R. 
provided for, ~nd w~c? it is detrimental to ~he public ~ervice ~~. 2, 

to postpone till prOVISIOn can be made for It by Parliament -
in the usual course. The House, therefore, allows a much 
greater degree of latitude to the army and navy than to the 
civil departments, and, when appropriating its grants for the 
former, makes special provision for a conditional divergence 
from the estimate when necessary, thus avoiding the draw-
backs of a rigid adherence to the estimates on the one hand 
and a too free system of transfers between votes on the other. 
The latter would of course render the estimates of little value 
as such, and would also tend to encourage a laXity in their 
preparation, while parliamentary control would be reduced 
proportionately by leading to an application of money voted 3 R. 
for one service to another, for which it had not been appro- 1889. 9 

priated by Parliament. To demand a strict adherence to the 
grants, on the other hand, would be uneconomical, and would C.N.E .• 
not conduce to good administration, for, with the knowledge App. IZ 

that no variation would be possible, the department. in orderCgi Bast 
to guard against a deficiency on anyone head and the conse- ~u:: 
quent necessity of making a supplementary estimate, would ~~ .. VI 
feel bound to estimate each vote more liberally, and would 1Il. § 3 
thus take a larger sum in the aggregate than it would probably 
spend within the year. Each calculation might be separately 
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justifiable. but the collective amount taken might, from various' 
causes, be more than could be spent. The effect of this would 
be, either that the spending power cf the department would 
be augmented, or that a large surrender of unexpended balance 
would be made to the exchequer at the end of the year. If this 
is avoided the taxpayer is saved money, for less has to be found 
for the service of the year. The object to be secured is to 
make sufficient provision to carry out each separate service 
which may be necessary, and at the same time to avoid asking 
Parliament to vote a larger sum in the aggregate than will 
probably be required within the year. At the same time,it 
is the duty of the department to so frame the estimates, in 
conjunction with the Treasury, that the amount asked for 
under each vote will cover the expenditure under that 
vote without reference to any expected surplus on any other 
vote. . 

Again, there is this point in favoucof permitting divergence. 
Although every saving effected places a sum at the disposal 
of the department not foreseen when the estimate was framed, 
such savings may be the result of its good administration. 
But if Parliament is too jealous' of the liberty which a depart
ment may seem to obtain from such savings, it more or 
less encourages extravagance. Savings of this nature must, 
however, be distinguished from those deliberately effected in 
order to obtain money to be available for other services, which 
mayor may not be justifiable, but which require closer scrutiny. 
A procedure, which apparently has the effect of placing at the 
disposal of a department a larger sum than Parliament granted 
to it, is to be deprecated unless clearly justified by the interests 
of the public service. 

It must further be remembered that the several votes for 
the army and the navy respectively really constitute one 
service, administered ·by the War Office and the Admiralty, 
each ,,\lith a single accounting officer. In this respect these 
resemble the sub-heads of a civil vote, which do not profess 
'to be, and cannot be, more than the best notifications that the 
civil departments can give the House of Commons of the manner 
in which they intend to spend, and probably will spend, the 
money granted to them for a particular service. Thus, though 
the system of transf~r between. votes in the case of the army 
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and navy is no doubt a relaxation of the strict rule of appro-
priation, it does not possess quite the same objections as if·the 
transfers were between entirely different services oJ different 
departments. The votes .of the army and navy respectively A. Est. 
are much more interdependent than those of the civil services. Com., 
For example' the provision vote and the pay vote are naturally Ev. 53

8
9 

very much combined together, and the clothing vote in 
the same way. One depends entirely ~pon the other; and 
it has been thought right under these circumstance(; that 
they should be. treated more as a whole and that there should 
exist the power of virement.' The wisdom of Parliament 
has sanctioned the appropriation of savings on these votes 
in a different manner from those on civil votes. Excesses are 
annual and necessary occurrences. It is part of the system on W.O. 
which the War Office and Admiralty do the working of their Org;, 
finances. EV·3280 

The legal power to effect transfers between votes of the 
army and navy respectively is given by section 4 of the Appro-
priatio!1 Act of each year, which enacts that' so long as the 
aggregate expenditure on naval and military services respec-
tively is not made to exceed the aggregate sums appropriated 
by this act for those ~ervices respectivelY"any surplus arising 
on any vote for those services, either by an excess of the sum 
realised on account of appropriations in aid of the vote over 
the sum which may be applied under this act as appropriations 
in aid of that vote, or by saving of expenditure on that vote, 
may, with the sanction of the Treasury, be temporarily applied 
either in making up any deficiency in the sums realised on 
account of appropriations in aid of any other vote in the same 
department, or in defraying expenditure in the same depart-
ment which is not provided for in the sums appropriated to 
the service of the department by this act, and which it may 
be detrimental to the public service to postpone until pro-
vision can be made for it by Parliament in the usual course.' 
Though virement on a considerable scale had previously P.P. 
been regularly practised and the necessity for it implicitly 18~3, 
admitted by Parliament, it was not until I8t>2 that statutory, XXIX. 173 

sanction was given to the practice by the amending of the 
wording of the Appropriation Act of that year. From this 
wording of the annual act it will be seen that, while Parlia-
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ment permits virement, it limits the extent and method of 
its exercise.1 The power, which can only be exercised by 
the Treasury in conjunction with the spending department 
concerned, is of temporary effect only and may be said to be 
limited to the making of a provisional advance, which requires 
the subsequent sanction of Parliament to give it legal effect. 

The approval of the House of Commons to the exercise 
of the treasury powers of virement is given by a resolution 
of the House, while the full legal sanction is normally given 
in the Appropriation Act of two years later, that is to say, in 
the next Appropriation Act passed after the account in which 
the transfer has been made has been reported to the House. 
This practice is in accordance with the recommendation of the 
Public Accounts Committee in 1862, to the effect that such 
transfers should be considered as temporary advances and 
should require the subsequent sanction of a vote in Parlia
ment. The sanction of the House, thus given, is based on a 
resolution of a sessional committee of the whole House ap
pointed for the purpose of considering these transfers and of 
ratifying them. So far as the public purse is concerned, this 
sanction can be but little more than a formality; for the money 
has been spent, and the House of Commons has in practice 
no option but to admit the expenditure. The effect of asking 
the House to pass the resolution is, apart from the question 
of regularising the transfers, to afford it the opportunity of 
criticism, and of passing a vote of censure, if it disapproves 
9f the manner in which the government has exercised its 
discretionary powers. It is the duty of the Treasury, on re
ceiving and considering the statements of the department, 
to judge whether an application should be made to Parlia
ment for a supplementary vote, or whether the additional 
expenditure may properly be met by an advance from the 
sur,plus. 

1 It is interesting to note that when the principles of the future financial 
system were under consideration in 1862, an alternative suggestion to virement 
was put forward by Sir William Anderson and supported by Gladstone, to the 
effect that aU surpluses on army and navy votes should be surrendered to 
the exchequer, and that aU deficiencies should be met provisionaUy under 
treasury authority from the treasury chest fund which should be increased 
to £2,000,000 for the purpose, such deficits coming before Parliament as 110 
vote for replenishing the fund in a later year. 
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In compliance with a House of Commons resolution of 
1879,1 statements are laid annually before the 'House, showing 
the cases in which the Treasury has sanctioned the appli
cation of a surplus on one vote tO,meet a deficiency on ano,ther 
within the financial year. Parliament is therefore kept fully C.N.E., 

informed of the exercise of these powers, to which it gives an App. 12 

ex post facto sanction, and the transfers are ultimately brought 
before Parliament in the shape of a vote, when the temporary 
power exercised by the Treasury receives the sanction of A. Est. 

law. In order, however, that the exercise of the treasury Co;:., 
powers may be brought to the notice of Parliament at once ~. xii. 
and not merely at a later date when the formal sanction.is 
given, it is essential that the treasury minute should not only 
be laid upon the table of the House but also printed and 
circulated. Moreover, the House of Commons, which has 
always shown itself very jealous of transfers of money 'between 
votes, the effect of which is that it is applied to services other 
than those for which it was originally intended, still retains 
in its hands the final sanction to any amendment of the 'vote 
totals, while at the same time recognising the necessity for 

'deviation in certain cases. The resolution sanctioning the 
virement may almost be said to be • a repeal of the Appro- Bowles, 

priation Act, which it varies, and a substitution for the ap- Nat. Fin. 

propriation made by the act of a subsequent disappropriation ~.9;~}. 
and reappropriation by the Treasury: Therefore, even with 
this safeguard of final parliamentary sanction, these powers are 
not to be exercised in every case of an anticipated surplus 
merely on the grounds that the money is available, and to avoid 
a surrender at the end of the year. They are intended only to 
meet the necessities which must sometimes arise for incurring 
expenditure which was not originally provided for, and which it 
is detrimental, to the public service to postpone till provision 
can be made for it by Parliament in the usual course. The 

1 Monk's resolution, 4th March, 1879: • That it is desirable that a state- 134 

mentofevery casein which the naval and military departments have obtained C. J, 75 
the sanction of the Commissioners of Her Majesty's Treasury to the applica-
tion of an actual or anticipated surplus on one vote to meet a deficiency on 
another vote within the financial year, setting forth the representation'Iriade 
to them by the respective departments, be laid upon the table of the House 
within three weeks after such sanction shall have been given, if Parliament 
be then sitting: or, if Parliament be not 'then sitting, within three weeks 
after the next meeting of Parliament: 
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true justification for the application of savings to a different 
head is to be sought in the urgency of such requirement rather 
than in the fact that money is available which Parliament 
had voted, possibly under different circumstances, in a previous 
year. 1f money is available and spent on services which 
might otherwise have been allowed to wait, it may suggest 
that extravagance is encouraged, or at least that there may 
be a tendency to apply it, however usefully, because it happens 
to pe. available, on items not originally contemplated. The 
fact that unforeseen expenditure more frequently occurs when 
there is money available, and that otheiwise a department 
is able to wait, is one of the effects (if not the vices) of the 
system of the surrender of balances. But while the Treasury 
is bound to resist any tendency on the part of a department to 
regard the application for temporary sanction as a mere' matter 
of form,' it may at the same time be relied on to exercise its 
powers in dealing with such applications with full considera
tion for the necessity or urgency of each particular case. 

Departures from the general rule, that the full cost of a 
service should be brought to the notice of Parliament at the 
time of its inception by inclusion in the estimates, should be 
restricted to urgent cases which cannot be foreseen, and which 
cannot, without serious detriment to the public service, be 
postponed until the specific sanction of Parliament can be 
obtained. The question of urgency is, however, a most 
difficult one, to solve and may frequently be complicated by 
the introduction of policy. If a demand does suddenly arise, 
or even if a demand formerly postponed is again brought 
up, and the money is available, it is very hard to resist it. 
The responsibility incurred by the Treasury in sanctioning 
a transfer in such circumstances between votes, in the case of 
the army and navy, is a very real one; for Parliament, and 
still more the Public Accounts Committee, will require the 
department and the Treasury to justify their respective appli~ 
cation and sanction, and to show that they have acted il.1 
such a way as not to diminish the supreme control of Parlia
ment over the public expenditure. 

This responsibility is readily admitted by the Treasury, 
which regards the exercise of its powers as a reality and not 
as a mere formality. In 1904 the position was clearly de-
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fined in a treasury minute: 'My Lords, like their predecessors I R. 
of I879, are deeply sensible of the responsibility which they 190 4. 2. 

incur in sanctioning under their annual powers any material T.M .• 

departure from the detailed estimates on the strength of which 
Parliament has granted public money to a department; but 
while they do not shrink from incurring that responsibility 
whenever the public interest appears to dictate it, their Lord-
ships have constantly in view the supreme control. of Parlia-
ment over the public expenditure and have repeatedly withheld 
their sanction from proposals of public departments, which 
seemed to this board to militate against the prinCiple of parlia-
mentary control over public expenditure.' . 

An instance, in which the Treasury refused to accept the 
responsibility of sanctioning an application made by the 
Admiralty for virement, occurred in I888. T1!e application 
was not received until 29th March, the day before Good 
Friday, and two days before the end of the financial year. 
The excess of expenditure had then already' been incurred 3 R. 
and it was known in February that there would be deficits 1

889. 

on certain votes. The Treasury claimed that a request to ~-I~ 0 
authorise an excess of the kind in question should be made O~g., . . 
in good time, so as to give the Treasury' an effective voice Ev. 30 31 

in determining whether the excess is to be incurred or not, 
and how it is to be met,' whereas, in this case, the application Cpo R. 
did not arrive' in time to admit of its consideration, and of a 1864. 9 
reply being made to it before the close of the financial year.' 
Treasury sanction being refused, the appropriation account 
had to be presented to Parliament with unauthorised deficits 
shown on certain votes, and the department was required to ex-
plain its' grave irregularity' to the Public Acco\lnts Committee. 

But again, the fact that Parliament confers these powers 
on the Treasury, although with such important reservations, 
implies that they are active powers, and are intended to be 
fully exercised wherever the interest of the public service de
mands it. It is, of course, to the interest of the Treasury, as 
the custodian of the public purse, that the expenditure under 
each vote should be confined strictly.within the limits of the R. :1884. 
original estimate for that vote, and this object will be attained 164. 
according as the original estimate is carefully drawn up and T.M. 
faithfully observed. If the department has performed its 
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duty in this respect, and an anticipated surplus is- likely to 
result for refund to the exchequer, the Treasury would not be 
justified in urging adherence to the sanctioned scheme of ex
penditure to the detriment of the public service, merely with 
the object of securing that refund. If. however, the proposals 
of the department are such as seem to militate against the 
principle of parliamentary control, the Treasury would refuse 
to exercise -its powers of virement. The fact of such refusal 
would not mean that' the proposals put forward were not re· 
quired for the public sendce, but rather that they could not be 
legitimately defined as urgent, that is to say, that the public 
service would not suffer by their postponement until sanction 
could be. obtained in the usual course. In such a case the 
department must either postpone the proposed service or 
modify its policy, or ask the Treasury to -authorise a supple
mentary estimate being put forward. Indeed this method of 
proceeding in cases of material divergence has much to recom
mend it as a safeguard of parliamentary control, even though 
no gross increase of expenditure is suggested and onI y a token 
vote be taken; for the preparation of such a supplementary 
estimate enables the department to pl.lt forward as part of 
it a rearrangement of such portions of the original estimates 
as are expected to show surpluses and deficiencies. Parlia
ment, then, in voting the token sum, formally sanctions the 
proposed rearrangement of the year's estimates forthwith, 
instead of giving an ex post facto sanction at a later date to 
such changes as would otherwise have been allowed by the 

- Treasury under its powers of virement. This procedure brings 
the demand to the notice of Parliament and obtains the force 
of law, not only at the earliest possible moment, but possibly 
before the expenditure has taken place. In any very con
siderable rearrangement of the totals, this is undoubtedly the 
safest and most constitutional method; for the treasury powers 
are not intended to be utilised for sanctioning what might be 
practically a new estimate. 

The responsibility of deciding whether a supplementary 
estimate shall be presented to Parliament or not rests with 
the Treasury, which has ~urther expressed the opinion that 
when supplementary provision can be made by Parliament in 
the closing months of the financial year for expenditure unpro-
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vided for in the original e~timates, the necessity for the exer
cise of the temporary powers of virement ought not to arise. 
In practice, the Treasury permits virement in the case of war C.N.E., 
office and admiralty votes in all ordinary cases, unless an App. 12 

excess of the aggregate of the votes of these departments 
respectively is anticipated. III order, however, to guard against 3 R. 
one of these departments effecting a saving, for use elsewhere !~8~, 14, 
under the treasury powers of virement, by materially decreasing T.M. 
its stocks of stores, the Treasury has laid it down that an ap
plication for the exercise of this power where the store votes 
are concerned will not be entertained unless the department 
is able to declare ill general tenus that the stocks of stores, for 
which the respective votes provide, have been maintained at 
their ordinary amount at the close of the year in which the 
savings arise. The question as to whether any re-allocation 
of voted money should be notified to Parliament, and if so 4 R', 
at what stage and by what method, is one for which no hard and 190 9,5 

fast rule can be laid down. Each case must be considered as it 
arises. Any such re-allocation of money. for a new service 
of magnitude, even though only a small sum may be required 
in the current year, should certainly be notified to Parliament 
as early as possible by the presentation of an explanatory 
statement, if no substantive grant is required. This proviso, 
moreover, relates to the scheme in its entirety, and not merely 
to the estimated cost within the year, which possibly may be 

IR. 
1906, 9, 
&T.M. 

trifling, .but the expenditure of which may be committing 
Parliament to heaVy liabilities. 'Every effort should be made 2 R. 
to lay before Parliament, at the time of inception, the full esti- 1902, 3 
mated charge involved in new proposals.' If a supplementary ~p. R. 
estimate is not necessary owing to a substantive grant not I~~~, ~5 
being. required, or· if it be too late in the year to present 
one, Parliament may be informed of the proposal by presenting 
to it an explanatory statement on the same principle as is 
applied in the case of shipbuilding programmes whenever 
any considerable changes are made in the course of the 
year. 

If it is desired to incur expenditure out of savings, or by 
the presentation of a supplementary estimate, on a service for 2 R .. 
which a definite sum had been provided in the following year's 1888, 88 

estimates, already presented to Parliament but not then voted, 
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the facts should be clearly placed before the House of Commons 
and a corresponding deduction made from those estimates. 
If this is not done, the effect will be that Parliament will be 
providing the same sum for the same service in two successive 
years. 

Precautions must also be taken against savings being de
liberately effected, and represented as actual savings, on the 
works votes, with a view to their application towards excess 
expenditure" on other votes under the treasury powers; for in 
such cases the nominal savings may, in effect, be merely post
ponements of work for which, when carried out in a later year, 
the public will have to pay. The excess expenditure so met is 
therefore an actual increase of gross expenditure over the two 
successive years, whereas, if a work is abandoned absolutely 
and a real saving is effected and utilised to meet an excess 
elsewhere, there is no gross increase of expenditure beyo~d 
the total provided by Parliament for the combined services. 
A saving one year on a head does not necessarily mean an 
actual saving, as, if the work has still to be done, it is only a 
delay, and the money will be required later. The point is that 
the department has the money in hand, so far as the cash 
account of the year is concerned, the appropriation account 
being a cash account. The same point has been made by 
the Treasury in pointing out that 'the distinction between a 
merely temporary saving that arises from postponing or retard
ing a public work, and a permanent saving due to economical 
administration or a fall in prices, is real' and important' ; 
and the Public Accounts Committee has expressed the opinion 
that this important distinction should be borne in mind when
ever treasury sanction is asked to defray temporarily excesses 
upon other votes out of savings on the works vote. 

On the other hand, it is admitted that' cases may arise 
in which, in the interests of economy, it is desirable that un
foreseen expenditure which cannot be deferred should be met 
by the postponement of expenditure of a less urgent character.' 
The safeguard against an abuse of this privilege lies in requiring 
the department to explain the circumstances when making 
application to the Treasury, and further in requiring that that 
application should be made as soon as the necessity for incurring 
the expenditure arises and not when the accounts for the year 
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are closed. 'Financial control is control exercised over the R.C. Ch·. 
money before it is aJlowed to be spent; to attempt to exercise ~~a~, 
supervision after it is spent is simply a matter of bookkeeping 9679 v. 
and audit.' 

Usually; however, the Treasury· is not asked to sanction 2 R. 
beforehand an excess on one vote with the expressed intention It~~ 
of making it good out of savings on other votes, but for a general ~.M. ' 
covering authority for all the excesses which are, first of all, 
anticipated towards the close of the year, when the accounts are 
nearing completion; and finally, when the actual excesses are 
known on the accounts being closed. 

To sum' up, treasury sanction to virement between army 
and navy votes respectively can only be given subject to five 3 R. . 
conditions:- 1889,4 

I. There must be necessity for the excess expenditure . 
• 2. The expenditure must be such as it would be· detri

mental to the public service to postpone until provision could 
be made for it by Parliament. 

3. On discovering the necessity for the excess, the depart
ment must forthwith make application in writing to the Treasury. 

4. This application must represent the circumstances which 
render the additional expenditure necessary. 

5. The proceedings must be subsequently submitted for 
parliamentary sanction. 

• With such restrictions, there is a manifest advantage in Todd, 
permitting the transfer of savings from one vote to meet ari ~rl. 
excess in another. The elasticity of the service would be ii. :57 
destroyed if a minister had not that power. Very disastrous 
results might ensue, if no alteration were allowable in the course 
of a financial year in estimates framed six months before the 
year began.' 

Virement between Sub-heads 

The powers of virement between the sub-heads of a single 3 R. 
vote are on a different footing; for although the estimates do 1894, 48 

actually set out the sub-heads of the votes in detail, the 
sanction of Parliament is given to the votes on the whole, 
and the details given under them are for the information of 
Parliament. 
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Appropriation, strictly speaking, is defined by the schedule 
of the Appropriation Act. It exists therefore only between 
vote and vote. The Appropriation Act does not appropriate 
the amounts mentioned under different sub-heads of a vote 
in the estimates with the same strictness as the amount of the 
vote itself; indeed, it is doubtful whether the entry of the 
details in the estimates has any legal effect .whatever on the 
appropriation. They are rather intended to define generally 
the purposes to which the aggregate vote is applicable, not to 
place a limit of amount applicable only to the separate sub
divisions of the vote. 'Estimates,' said Lord Welby, 'are in 
all cases framed to cover the sums expected to be paid. They 
are not binding in details. The principle, that Parliament 
intends to limit the appropriation of the grants to the separate 
t:tems of each sub-head of the estimates on which the grants 
are based, has never yet been laid down and would probably 
be found to entirely fail in practice.' Although the House of 
Commons may reduce a vote jn respect of a particular item, 
it cannot be thereby argued that in passing the whole vote it 
expressly grants the separate items. If, as is the case, Parlia
ment grants to the Crown a certain sum for a certain service in 
a given year, without any more definite appropriation in the 
terms of the grant, it is legally competent to the executive 
to expend that sum at discretion in the year upon that service. 
That is to say, since the parliamentary enactment deals with 
the vote only, the government is not legally bound to adhere 
to the details submitted to Parliament, provided the expen
diture is restricted to ' the four corners of the vote.' Morally, 
however, the government must adhere to those details as far 
as is consistent with the interests of the public service, since 
its good faith is pledged by the details given to Parliament, 
and . the Comptroller and Auditor General would correctly 
bring divergencies to notice. This being so, it follows that if 
Parliament vtishes to definitely prohibit the use of a vote for 
a service which would be covered by the terms of the resolution 
granting the vote, even though no mention is made of it in 
the details of the estimate, the resolution must contain a special 
proviso to that effect. By this means only can Parliament 
ensure that a particular service is not carried out, for then there 
would be no funds which could legally be applied to it. In the 
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absence of such a proviso there would be no technical incorrect~ 
ness in charging the expenditure against the vote, even though 
the service were for a purpose for which Parliament had not 
wished to provide. This point is admitted by the Treasury, Est. Pro. 
which points out that, even if the amount of a vote is reduced· Ev. 632 

in supply, there is no guarantee that expenditure Will not take 
place upon the object in respect of which such reduction is 
made. Unless enforcement is secured by an official record 
of the specific reduction in the votes and proceedings of the 
House, the only other method of guarding against expenditure 
on the service in question is for the Treasury to inform the 
department concerned and to direct the discontinuance of the 
expenditure. 

The power of deviation between sub-heads has never been 4 R. 
explicitly given by Parliament, though it necessarily follows 1894.47 
upon the general terms of the resolution granting each vote. 
At the same time, though deviation is legally permissible, 
it should be so restricted as not to diminish parliamentary 
control or to oppose the intentions of Parliament. The 
accepted practice, which has never been seriously disputed, 
is to regard the department as not being bound by the totals C.N.E.; 
of the sub-heads of votes, subject to treasury approval. This Ev. 1689 
is a sound rule; but, even if it does not lead to extravagance, -go 
it rather checks the House of Commons from accurately follow-
ing the ~xpenditure· in anticipation, by counteracting one 
of the main objects of the insertion of the sub-heads in the 
estimates, namely the information of Parliament. 

On the same principle, therefore, it is desirable, in framing 4 &5 R. 
supplementary estimates, that the added sums should, if 1909. 
possible, be apportioned between the different sub-heads set i·M. 
out in the original estimate, both for enabling Parliament to E~.I~:~, 
judge of the nature of the expenditure contemplated, and for 2 R. 
the efficiency of the appropriation audit; for, if this is not done, 1886,58 
the accounting under the numerous sub-heads of the ordinary 
estimate becomes, in the opinion of the Public Accounts 
Committee, of little practical value. The Treasury, however, Idem. 
does not admit this, considering that the subsequent rendering T. M. 
of the account under the regular heads of estimate is of great 
importance, even if the supplementary expenditure has not 
been previously apportioned between sub-heads. When an 
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apportionment can be made, Parliament is justified in demand
ing that it should be made, as much as in the original estimate. 
When so made, the expenditure should be set out in the 
appropriation account under each head ~nd the comparison 
of expenditure be made with the total amended provision 
for each sub-head. 

For the same reason it is desirable that, when a supple
mentary estimate is taken with a view to a re-allocation of the 
voted money instead of the treasury powers of virement 
being exercised, the savings which it is proposed to utilise 
elsewhere should, if possible, be ear-marked as coming from 
those sub-heads on which they have mainly arisen. The 
drawback to this would be that such savings would subse
quently be lost sight of under various heads in the appropriation 
account and their total would nowhere be shown. The Public 
Accounts Committee suggests,'therefore, that to avoid this, and 
at the same time furnish Parliament with the necessary infor
mation, attention should be drawn in the account by note or 
otherwise to the principal sub-heads on which savings on the 
original estimate had been effected. 

While a department will, on the one hand, be anxious to 
ask for enough, in order to avoid a deficit, yet it should, on 
the other hand, be careful not to ask for too much, because the 
excess might be applied to other items within the vote, pro 
tanto lessening the control of Parliament over the estimates. 
If a sub-head is continually over-estimated, it is liable to raise 
a suspicion that the estimate may have been deliberately over
cast in order to provide funds for transfer to meet deficits 
wherever they might occur on other sub-heads. Safeguards 
are therefore necessary: in the first place against over-estimates 
which may render undue deviation possible, and secondly 
against undue laxity and improper use of the privilege of 
deviation when the availability of funds has made it possible. 
These safeguards are mainly to be found in the exercise of 
treasury control. 

The fact of a sub-head being opened at once makes it 
subject to treasury control, and implies, as a corollary, the 
necessity of treasury approval to transfers of 'surpluses. It 
is as necessary for excesses on sub-heads to be reported to 
the Treasury as for those on the votes to be reported to 
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Parliament. The latter require statutory authority, the former 
do not. I The application of savings to meet deficiencies 2 R. 
within one and the same vote, and the allowing a department 1879. 
to diverge from the detail of _ proposed expenditure shown ~~.I. 
in the estimate of a vote. by introducing a new but kindred 
service, are exertions of authority over matters which no statute 
touches. but which have been left within the discretion of the 
spending departments and the Treasury. subject to the obliga-
tion of rendering an account to Parliament of all their expendi-
ture.' The Public Accounts Committee agrees that there is I R. 
nothing unconstitutional in the practice of applying savings 19°4. 2 

on one sub-head of a vote to meet the deficiency under another 
sub-head. as the formal vote of the House of Commons applies 
only to. the total amount of each estimate; but at the same 
time it is of opinion that even here the Treasury should exercise 
care that the money is not spent in any way which seriously 
differs from the details presented to Parliament. It is. however, 
doubtful as to the correctness of sanctioning transfers between R. 191 3. 
sub-heads if they are not clearly of the same kind. So far Ev. 2105 
as civil votes are concerned. this is agreed to by the Treasury. -8 
which never sanctions transfers unless the sub-heads are 
closely allied; but in the case of the army and navy greater 
latitude is allowed. If a specific service constitutes a distinct 3 R. 
sub-head. treasury authority is required for any excess, and 1888.24. 
the difference between estimated and actual expenditure 
upon it will both be shown and explained in the account; 
but if the service is only an item within a sub-head, the differ-
ence will not necessarily be explained although perhaps shown. 
If, however, the item is one for which the Treasury has ordered 
a subsidiary account to be opened, the difference will always 
be shown. 

In the case .of civil votes, a department must obtain the 
express authority of the Treasury for making good the deficit 
on one sub-head from the surplus on another sub-head of the 
same vote or from savings on the vote as a whole; and such 

3 R. 
1890.5 
Cp.A. 
Est. 
Com .• 

authority would be withheld if the Treasury considered that EV.I093. 
there were unsatisfactory features-such as bad estimating- II06-12 
which ought to be brought to the notice of the Public Accounts I R. 
Committee. If, however, an excess on a sub-head involves 1878• 7 

an excess on the total vote. the Treasury has no power to 
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R. 1913' sanction it, nor can a deficit on the sub-head of one vote be 
'Ev. 211-9 met from the surplus on the sub-head of another vote. Every 

civil vote stands per se as a separate vote. 
Cpo In the case of army and navy votes, the department 
X:!;.;·{b) similarly has not the power technically to exceed a sub-

head without treasury sanction, and, strictly, prior sanction 
~~: should be obtained; but in practice the pre~ious sanction of 
App. IV. the Treasll!Y for a transfer between two sub-heads of the 
(A) 5 same vote is rarely sought by the War Office, unless some 
Idem. change of policy is involved, though the Admiralty makes a 
EV·3046 practice of applying for prior sanction in such cases more 
~7 generally. Nor does the Treasury raise objections to such a 
Idem. course if the circumstances are normal. The differences 
App. IV. under each sub-head are exhibited and explained in the appro
(A) 6 priation accounts, which are formally submitted when closed 

to the Treasury, which thus obtains official cognisance of trans
fers; and its covering sanction to such adjustments between 
sub-heads is considered to be given by implication in the 
authority for virement between votes, the greater including 

E. 1913. the less. If, however, it is proposed to take a,ny deliberate 
EV.2121, administrative act which involves a transfer between sub-
2 rs· 8 heads~ or one even which involves the risk of an excess, treasury 
1 5. 0 sanction should be asked for. If the probability of an excess 

W.O. 
Org .• 
EV·3089 

occurring in the course of the year is foreseen, -and it is impor
tant either on account of its magnitude or because unusual 
circumstances are involved, treasury sanction should be 
explicitly obtained; but in the majority of cases the fact 
cannot be known until the end of the year, when the accounts 
are made up. The practice of reporting excesses on sub
heads to the Treasury amounts to a method of securing pub
licity for Parliament, even when formal sanction is unnecessary. 

R. 1913. There is, on the whole, however, the Comptroller and Auditor 
EV.2122 General considers, very little difference in the practice of the 

army, navy, and civil service in respect to excesses on sub
heads. 

The headings of the departmental ledgers are bound to 
correspond to the sub-heads under which the estimates are 
presented, and the expenditure must be recorded in the appro
priation account under those sub-heads. But further, apart 
from the normal sub-heads, the Treasury can, and does, require 
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an accounting department to keep a record of expenditure in 
many cases under items, or auxiliary sub-heads, and often 
stipulates that its sanction should be obtained for excesses 
on such items. This is notably so in the case of the various 
works votes, and the navy shipbuilding vote, when the speci-
fication of a service appears in the body of the estimates, and 
in regard to items of personal remuneration generally. The 
Treasury, in fact, has the statutory power of requiring a depart- 3 R. 
ment to open any headings in its ledgers that may be need- 1888, 26 
ful for the purposes of examination and audit. In the case (c) 
of such auxiliary accounts as come under this restriction of 
the Treasury, the powers of virement possessed by the depart-
ment are the same as in the case of the regular sub-heads; but 
as a rule the War Office and Admiraltyhave power to transfer, C.N.E., 
withqut reference, money from one item to another within App. 3 
the sub-head, :provided that the total of the sub-head is not 
exceeded. In all these cases in which treasury authority 
is necessary for incurring excesses on sub-heads or on items 
within the sub-heads, the Comptroller "and Auditor- General 
can readily tell from the departmental ledgers whether any 
excess has been incurred and, if so, whether treasury sanction 
has been obtained. If such sanction has not been obtained 
where it is necessary, he would call upon the department to 
apply to the Treasury for such sanction; and if it were refused 
he would report the excess for disallowance, even though 
the parliamentary grant had not been exceeded. Except 
in cases in which a department has been instructed by the I R. 
Treasury to open ledger accounts for auxiliary heads there is 1870 , IS 

no obligation on the accountant to render an account under 
more than the principal sub-heads of the estimates whatever 
further details may be given therein. If treasury sanction 
is given to alterations in the distribution of the money among 
the various sub-heads of any single vote, such sanction is 
final; but the explanations of savings and deficits on each 
heading must still be given in the appropriation account for 

. the information of Parliament. A similar principle applies 
to deviations between the authorised heads' of 10aJ? expen- 2 R. 
diture. When a programme has been submitted .by the 1893.39 
department and approved by .the Treasury, sanction to 
excesses on. or variations between, such heads is necessary. 
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The action of the Treasury in exercising these legitimate 
powers, though final in so far as the accounting department is 
concerned, is,. however, still subject to review by the Comp
troller and Auditor General and the Public Accounts Com
mittee. The correctness of treasury action is liable to be 
questioned mainly from two aspects: firstly on the ground 
that, though technically correct, it has resulted in expendi
ture contrary to the intentions of Parliament; and secondly 
on the ground that it was not technically correct-in other 
words, that the service, for which the expenditure was 
authorised, was not comprised in the terms of the heading of 
the vote. 

Since the totals of the sub-heads have been originally 
prepared for information only, and not for appropriation, 
it follows that there is not the same restriction-as in the case 
of transfers between votes-as to changes being only permitted 
for urgent services. Transfers will be admissible for any 
service covered by the terms of the resolution granting the 
vote, provided only that the department can satisfy the 
Treasury of its desirability, and that the total grant for the 
vote is not exceeded. It is, therefore, open to the Treasury 
to authorise the commencement of new works which have 
not been specifically detailed in the estimates, even though 
that special expenditure could. not have been in the mind of 
Parliament, because the occasion for it arose, for the first 
time, after the vote was granted. In point of fact, treasury 
sanction would only be given in such cases if the occasion were 
urgent, and the Treasury admits that, having' placed before 
Parliament a list of new works, it would not hold that it had 
a free right to apply money to new works of any consequence, 
except under such urgent· circumstances as it would be pre
pared to justify before Parliament.' It is a platter of honesty 
and good faith on the P!lrt of a department not to depart 
from the broad outlines of the programme on the strength 
of which. it asked for and obtained money from Parliament, 
and this being so the independent authority of the Treasury is 
necessary in the 'case of departures from the parliamentary 
bargain. 

The objection to such new services being started in the year 
has on more than one occasion been voiced by the Public 
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Accounts Committee, which has impressed upon departments 3 R. 
the importance of not incurring expenditure in the absence of due 1894, II 

provision in the estimates. It recommends that' the Treasury !!s 6 
shall exhibit the utmost jealousy of auy proposal to use savings . 
for the commencement of any new work: The same point 
was brought forward by the Estimates Committee in its first R. E.C. 
report. This committee laid down that 'the whole. public 1912. 8 
service should know that, unless their requirements are put 
forward in sufficient time, the proposed works will, except in 
very special circumstances, have to stand over for inclusion 
in the following year's estimates'; and it further expressed 
the decided opinion that the hands of the Treasury should be 
strengthened to enable it to resist and reject unforeseen services, 
which are carried out as matters of policy,. which could by the 
exercise of foresight have been foreseen. In all such cases R.1913. 
treasury authority can only be given on the understanding that Ev. 3124 
the expenditure on the proposed service can be met from -9 

savings on the aggregate. It is important, therefore, to guard· 
against any deliberate postponement of approved services 
solely in order that the department may be able to substitute 
a service, which has not been submifted to Parliament, on any 
other grounds than urgency. If, however, the new work is 
urgent and essential and could not be postponed without 
detriment to the public service, the Treasury would agree. to 
a postponement of other works in order to effect savings to 
carry it out, unless it considered that its importance in character 
or amount were such that a supplementary estimate should 
be presented in order to secure parliamentary sanction forth-
with. In all cases of deliberate postponement to provide funds 2 R. 
for works not previously sanctioned by Parliament a note should 1883. 66 
be inserted in the accounts. Savings on works items may also 1 R. 
arise owing to a period of bad weather delaying building opera- 190 8, 6 

tions, difficulties arising with local authorities as to the site 
or elevation of the proposed building, or the soil presenting un
expected difficulties. When the progress of a building is delayed 
by these or similar causes, which are beyond the control of the 
department, it may apply to the Treasury for sanction to divert 
the money thus liberated to other items which, to avoid undue 
inflation of the estimates, had to be cut out at the beginning of 
the year. The fact that the savings were due to no deliberate 
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action of the department is, however, no justification for sub
stituting' a new service which has never received the sanction 
of Parliament; nor would the fact that the following year's 
eslimates would be relieved of the charge by carrying out the 
service in the current year be a justification. The only grounds 
on which such diversion could be considered would be the 
urgency of the proposed service, and from this point of view 
every case· submitted would be carefully examined by the 
Treasury. If, however, a work has been sanctioned by Parlia
ment the case is on a different footing, and diversions of savings 
to accelerate the work on it would be sanctioned without the 
question of urgency being pressed. 

Though it is mainly in connection with works services that 
such cases occur, the same principle is equally applicable to 
other services not provided for in the estimates. In the case, 
for instance, of considerable grants to public servants for 
inventions, etc., the normal rule is not to pay in anticipation 
of the gr~nt by Parliament. In such cases the question of 
urgency would normally not arise, and therefore the Treasury 
would not sanction a payment out of savings, which had not 
been estimated for. 

The sanction of the Treasury is not, and is not to be regarded 
as, a pure formality, even when the service has been necessarily . 
started and covering sanction is asked for. Its control must 
not be a shadow, but operative. Before assuming a respon
sibility for which it may have to give account to Parliament, 
it must demand that the accounting department shall make 
its case good' on paper: thus, by exposing the proposal to 
criticism at every stage, strengthening the hands of the financial 
authorities in the department concerned. The department. 
having made full and careful inquiry to determine whether 
the work cannot be deferred until provision can be made by 
Parliament in the normal course, it still rests with the Treasury 
to sift each case before giving the necessary covering authority 
on behalf of the House of Commons. In practice, the Treasury 
would give its sanction if the cases were small and not likely 
to interest Parliament. If, however, the cases are large or' of 
a certain importance, the Treasury would consider the advisa
bility of withholding its covering authority to those which had 
already been carried out, leaving the department to justify 
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its action to the Public Accounts Committee, thus avoiding 
any assumption of that responsibility, which is implied when 
sanction is given on the explanation of the department 
being prima facie satisfactory. Speaking generally, however
provided that money is available on the total vote concerned, 
and the department can satisfy the Treasury that the service 
to which it is intended to apply it is in the public interests- R. 1910. 

the transfer between sub-heads can be effected without infring- Ev. 744-
ing in any way the commands of Parliament. On the other 5 
hand, although there is nothing unconstitutional in the practice 
of applying savings under one sub-head of a vote to meet the I R. 
deficiency under another sub-head the Treasury should, in 1904. 2 

the opinion of the Public Accounts Committee, exercise care 
that the money is not spent in any way which seriously differs 
from the details presented to Parliament. If this discretion Cpo Est. 
is exerc~ed wisely it tends to economy; for if a surplus is not ~ro~v. 
to be available to meet a deficiency within the vote, the result ~ 
would be that additional provision would have to be made ~894. 53 
under each sub-head in the original estimates. Such a provi-
sion would place additional funds at the disposal of the account-
ing departments with the inevitable resulting tendency to 
spend rather than to surrender a surplus. • If you do not Est Pro., 
.allow the Treasury and the department together to charge EV·781 

savings on one sub-head to excess expenditure in the other, you 
must have margins all round, which really will lead to greater 
laxity of expenditure and absence of control.' The depart-
ments being allowed margins would spend up to those margins. 

, On the other hand, the permissibility of deviation subject to 
treasury sanction secures better par1iamentary control; for all 
excesses are brought to the notice of Parliament, and the 
exercise of the permissive powers of the Treasury is always 
open to the criticism of the Public Accounts Committee. This 
point of view has been clearly represented by the Treasury ~ 
• It is obvious that, if the executive government were to be 2 R. 
deprived of the powe:.;- of altering the details of proposed ex- 1879. 
penditure, and each sub-head, or item of a sub-head, were given t~r:I, 
the statutory rigidity that now belongs only to a vote, the 
estimates would have to be prepared in a very different manner 
from the present: in less detail, and with a far larger provision 
for unforeseen contingencies. My Lords cannot but believe 

x 
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that th~ existing practice of minute subdivisions, coupled 
with a power of deviation vested not in the spending depart
ment, nor in the Treasury alone, but exercisable only by the 
conjoint action of both, and subject to prompt information 
being given to Parliament, ensures a more efficient parlia
mentary control over naval and military expenditure than 
could be obtained in any either manner.' 

In condusion, mention must be made of the limitation of 
the power of deviation between sub-heads in one class of cases. 
The Treasury has no power to authorise the application of 
savings on the sub-heads of a vote either to increase an existing 
grant-in-aid sub-head or to create a new grant-in-aid sub-head. 
The reason for this is readily understood if the circumstances 
under which grants in aid are made are appreciated. When 
money is voted as a grant in aid, Parliament dispenses with the 
condition which applies to all other voted moneys-that any 
amount not finally expended within the year shall besurren
dered. Except in some cases, Parliament does not even require 

. to be informed of how it is spent or to require that the account 
of it snall be audited by the Comptroller and Auditor General. 
So far as the appropriation account is concerned, evidence 
of payment of the grant to the fund it is intended for, or the 
person at whose disposal it is to be placed, is all that is required~ 
A grant in aid is therefore not subject to the same rules of 
accounting as an ordinary grant, and the effect of transferring 
money, which had been voted by Parliament subject to the 
condition of surrender of balances, to a grant of which the 
balance was not liable to surrender, would be to exempt it 
from an essential condition attached by Parliament to its 
grants. This limitation. does not, however, preclude the 
Treasury from authorising the application of savings on other 
sub-heads to a particular service, which would normally be 
met from the grant in aid if funds were available. If the circum
stances are urgent, and the grant in aid is exhausted, the 
Treasury might legitimately sanction a transfer; but such 
transfer would be subject to the ordinary rules of accounting, 
and would be recorded under a special sub-head, distinct from 
the grant-in-aid sub-head. Such action would come within 
the normal powers of the Treasury, and would not be contrary 
to the above-mentioned limitation, as the transfer, though 
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nominally made as a grant in aid, would only be made for a 
specific object and to the extent of actual expenditure. It 
follows as a corollary of this limitation of power that no grant
in-aid sub-head can properly be shown ~ the appropriation 
account with a deficit. 

OPening New Sub-heads 

The power of the Treasury to sanction deviations between 
sub-heads implies, as a natural corollary, an equal power to 
open new sub-heads to which to charge expenditure which may 
be covered by the .terms of the resQlution granting the vote, 
but which may not be properly chargeable to either of the exist
ing normal sub-heads. In such cases of unforeseen expenditure 
the Treasury, when sanctioning it, directs the opening o!. a 
special sub-head by the department. Even, however, if the 
service is one which could be correctly classified to a normal 
sub-head, it· may frequently be advisable to classify it to a 
special sub-head with a view either to bringing it more directly 
to the notice of Parliament than would be done by including 
it in the normal sub-head with the addition of an explanatory 
note, or in order to show at a glance the actual cost of the 
particular service. 

When new sub-heads are raised in this way during the year, 
the Public Accounts Committee has expressed the opinion that 4 R. 
if the particular service be clearly a part of the service for 1894. 54 
which the vote was taken, the treasury sanction to open the 
sub-head is valid. But if there is any doubt on. this point or 
any question as to whether the particular service, though 
cognate to the service under the vote, was of a nature within 

. the contemplation of Parliament· when the vote was taken, 
then the approval of the Treasury should be withheld and 
the sanction of Parliament obtained. The Treasury, however, 
does not accept this view and considers that it must primarily 
be the responsible judge in each particular case, though every Idem. 
such decision is necessarily subject to the criticisms of the T.M. 
Comptroller and Auditor General and the review of the Public 
Accounts Committee. If the contention is correct that the 
insertion of the details of the estimates by sub-heads has no. 
legal effect on the appropriation, this position is clearly sound, 
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and th~ Treasury, which has power without parliamentary 
sanction to transfer between normal ,sub-heads of the same 
vote, must have equally the power to authorise the opening 
of a new sub-head and to allot money to it from the other 
sub-heads, provided no excess on the total vote is incurred, 
and provided the service of the new sub-head is one within the 
four corners of· the vote. The sub-heads are placed before 
Parliament as a statement of the intention of the department, 
and as such are understood by Parliament. If those inten
tions cann9t be carried out, but the provision made by Parlia
ment is not exceeded,' the justice of the-case is met by a 
subsequent notification in the accounts of an alteration of 
allotment. No service which can be brought within the legal 
terms of the vote can be really said not to have been within the 
contemplation of Parliament; for, even though not specifically 
mentioned, there must be many services which Parliament 
must reasonably contemplate as possible contingencies, such, 
for example, as the provision for prisoners of war, in the event 
of war breaking out. . 

Although the Treasury possesses the power to open special 
sub-heads, the exercise of this power should be limited to cases 
which arise within the year, and not extended to recurrent 

3 R. expenditure which can possibly be placed on the estimates in 
1907,16 a subsequent year. Even though a service may be small and 

can be met from savings on the vote, yet if, on the information 
available, it is likely to recur, it would be preferable to include 
it in the estimates rather than to rely on the power to open a 
special sub-head for it on its recurrence in a subsequent year. 
The same principle is equally applicable in the case of items 
for works services which are commenced within the year on 
treasury authority. Unless there is a practical certainty of 
their completion within the-year, they should be placed on the 
next year's estimates. The circumstances under which a ser-

R. 1912, vice can escape the estimates for two years, though involving 
Ev. 2734 expenditure in each, would be unusual and should only occur 

3R. 
1907, 16, 
T.M. 

if it is not possible, by reasonable foresight, to ascertain that 
the contemplated completion within the year will not be prac
ticable. A case has even occurred when a service of this nature 
extended over three years but never appeared in the estimates. 
Procedure of this nature is to be deprecated if it can be avoided, 
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for it withdraws from Parliament all knowledge of the service 
until the completed accounts are rendered, when all possibility 
of anticipatory control is lost. So also in the case of a work 
which has been on the year's estimates and the completion 
of which was expected within the year, if it is found that it 2 R. 
will not be finished in time for payments to be completed 1886,4 

within the year, care sh6uld be taken, whenever circumstances 
permit, to obtain a re-vote in the following year, in order to 
secure that parliamentary provision is made for its completion. 
On the other hand, every care should be taken, in framing the 2. R. 
estimates of such services, so as to a void, whenever practicable, 1885, 3 
the inconvenience of an excessive unexpended balance, necessi-
tating a re-vote in the following year. 

The authority of the Treasury to open a new sub-head does R.1877, 
not, and cannot sanction an excess on the vote. It is merely 6 

an instruction as to the method in which the expenditure 
is to be shown in the account. If the expenditure has been 
improperly incurred by the accounting department and ex post 
facto sanction asked for, the Treasury would still, if its nature 
required it, direct that a new sub-head be opened, even though 
the excess expenditure were not covered by savings on the 
vote. The Treasury, in such a case, orders the sub-head to 
be opened, while withholding its sanction to the expenditure 
which it has no power to give, and the irregularity is brought Idem, 
fully and promptly to the knowledge of Parliament for allow- T.M. 
ance or disallowance as Parliament may see fit.· 

Again, the creation of a new sub-head cannot have the effect 
of making a service properly chargeable to the vote if it is not 2 R. 
of a nature which can be brought within the heading or inten- 1883. 7 
tion of the vote. It is the duty of the Treasury, therefore, & 35 

before sanctioning the opening of a special sub-head, to ascer-
tain that the heading of the vote will cover expenditure 
proposed to be charged thereto. If a special service is neces-
sarily incurred, with treasury sanction, which cannot properly 
be charged to any vote, it should be paid for provisionally 
from the civil contingencies fund, pending a vote being taken 
for it. 

In the case of all new sub-heads opened after the passing Idem, 3.1 
of the vote, attention should be drawn to them by the Comp-
troller and Auditor General, especially in cases where doubt 
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may be ,entertained whether the charge falls within the heading 
of the vote. Unless this is dOlle, the expenditure may escape 
notice; and the opportunity will be lost to Parliament of 
forming an opinion as to whether it was necessary to expend 
the money before a vote could be taken for it, or whether 
the expenditure could have been postponed. I The Treasury 
and the department may judge rightly that the expenditure 
could not be avoided; but the Public Accounts Committee 
should review each instance of the· exercise of such extra
ordinary power, and, if necessary, report it to Parliament: 

General Observations 

To sum up, transfers between votes cannot be made in the 
case of civil votes; but, in the case of army and navy votes -
respectively, provisional sanction to transfer can be given by 
the Treasury, provided the total grant for the whole service 
is not exceeded, subject to final approval by the House of 
Commons. Transfers- between sqb-heads of the same vote 
can be made by the accounting department with treasury 
authority which, in the case of civil votes, must be expressly 
given. Transfers between auxiliary sub-heads and items 
can be made by the department without further authority 
except in those cases where the Treasury has otherwise 
directed. - _ 

In all these cases in which treasury authority is required, 
the efficacy of the -control that department can exercise is 
largely affected by the stage at which its authority is sought. 
n expenditure has been incurred, or if the department is 
committed to it, the powers of treasury control are proportion
ately limited, and in many cases the sanction may become 
little more than a formality. This may be unavoidable if 
excesses only come to light when the accounts are made up, 
and if it has not been possible to watch and control the course 
of expenditure more closely. If, however, treasury control 
of this nature is to be real, it must be furnished with prior 
information and not merely be asked for ex post facto sanction, 
which, although it may be the best (as the only practicable) 
course t~e~ possible, is an unsatisfactory substitute for that 
prior sancl~on which Parliament intends to be given whenever 
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it is possible. 'Control to be effectual is a process which R.C. Civ. 
should be applied before a -liability is incurred; as well as a Estab., 
criticism of the expenditure ~fter it has been Ip.ade. or an ~8~6 Ev. 
assurance that expenditure is kept within the limits of par).ia
mentary grants.' The Treasury, in· pointing out that 'it 2 R. 
will be incUmbent on the (army and navy) departments to ~8~, 
bring under the timely notice of this board any contempfated . . 
measures which may involve a liability to an excess over the 
aggregate grants,' makes it clear that the information should 

. be furnished while the proposals are in contemplation and be
fore the department is definitely committed to the expenditure. 
The rule that the sanction of the Treasury is necessary to Cpo A. 
increase expenditure, is applicable not only when the increase Est. 
is proposed to be put in the estimates but still more in the case ~:..' 
of new and unforeseen expenditure not sanctioned by Parlia- pp. ;iii
ment but which it is desired to incur. If a department has xii 

savings and proposes to spend them on other objects than 
those for which they were granted by Parliament, it is equally C.N.E., 
as important that full particulars should be furnished to the ~o: 198-

. Treasury as if they were being embodi~d in a fresh estimate. 
Whenever, therefore, the public departments 'incur expendi- 2 R. -
ture of a special character for which provision has .not been 1888, 23 

made in the vote, or which does not strictly fall within the 
terms of the vote or the descriptions of its sub-heads, they Cpo R. 
should represent the circumstances to the Treasury, with the 1882,61 

view to obtaining the earliest possible sanction to it, even if, 
owing to some urgent cause, the sanction only .amounts to a 
covering sanction.' Though in such cases the expenditure Cpo 2 R. 
may only come before the Treasury as an accomplished fact, ~886, 6 

yet the knowledge that every case must be reported will act 7 
as a moral deterrent against expenditure which cannot subse-
quently be justified. Upon the strict observance of the rule 3 R. 
that all proposed expenditure in anticipation of parliamentary 1891, 14 

provision should be immediately reported to the Treasury, 
the greatest stress is laid by the Public Accounts Committee 
which considers that it lies at the very threshold, not only of 
treasury, but of parliamentary, control. 

Apart, however, from new expenditure deliberately incurred, 
and for which it is the duty of the department to obtain prior 
sanction of the Treasury, there will inevitably be much normal 
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expenditure which cannot be strictly controlled as regards 
its extent. If it appears that this will be likely to exceed 
the estimate to such an extent as to cause an excess, it is 
equally incumbent on the department. to give the Treasury 
the earliest possible information. The point has been on more 
than one occasion emphasised by the Public Accounts Com
mittee as being one which materially affects treasury control. 

2 R. • It should be made incumbent on every department, in the 
1873,5 event of unforeseen and unavoidable expenditure, to report 
I R. the probllbility of an excess to the Treasury.' And again, 
1876, 77 • the Treasury should be informed at the earliest practicable 
~f6~" date of any probable excess on a vote, and its consent should 
Ev. iS66 at the same time be asked to defray such probable excess 
(Glad- from surpluses anticipated on other specified votes.' The 
stone) same view has been expressed by the Treasury, which requests 
~:6,8, • that previous sanction of this board may in future be sought 
p. 189 before any excess is allowed to arise on the provision made 

by Parlia~ent under the several army votes.' The Appro
priation Acts fro~ 1862 to 1906 also enacted that the War 
Office and Admiralty should • forthwith make application 
to the Treasury in writing,' 'not after the excess had been 
incurred, but • if a necessity arises for incurring expenditure 
not provided for in the sums appropriated,' i.e. beforehand. 
If treasury consent is not applied for until after the liability 
for excess of expenditure has been incurred and it is absolutely 
necessary that it should be defrayed, then the efficacy of 
treasury control is practically nullified. 

It is admitted that the Treasury, which has the greater 
power under the Appropriation Act of giving its previous 
sanction where an excess is deliberately incurred, may also 

3 R. exercise the lesser power of giving an ex post facto sanction 
1889, 10 to virement to cover unforeseen excesses. At the same time, 

however, it should discourage any tendency to bring excesses 
which, by the exercise of care and foresight, might have been 
avoided, within this category. 

Surrender of Balances 

The control of expenditure by the Treasury throws upon 
that department the duty of .securing the due surrender by 
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the accounting departments of their unused balances and of 2 R. 
deciding upon the method of surrender. The surrender .of l896. 
a balance of a parliamentary grant is not actually prescribed pp. 7 
by the Exchequer and Audit Act, which merely requires 
that every appropriation account, when rendered to the Comp-
troller and Auditor General, shall be accompanied by an ex- E. & A. 
planation of the manner in. which the. balance or balances Act. § 26 

on the grant or grants included in the previous account have 
been adjusted. The surrender of a surplus is, however, the 
natural result of the provisions Of that act, of the resolutions 
in supply, and of the annual Appropriatio~ Act, whereby a 
grant is appropriated to the exclusive use of a particular year. l 

The grants made by Parliament are not unconditional. 
They are particularly appropriated and remain public money 
until expended in the manner authorised. Such portions 
therefore as are not spent within the year-and they cannot 
legally be spent as such in a subsequent year---can only be 
disposed of by being surrendered to the exchequer in one 
form or another. The method of adjustment is left to the dis- Cpo R. 
cretion of the executive. The surrender of the unspent balance ~g87. 
of a vote of credit is carried out on the same principle. If . T.M. 
the vote is appropriated by Parliament to the year, the balance 
must be surrendered. If, however, Parliament makes the 
grant without a time limit, the vote may remain open so 
long as expenditure on the special service for which it was. 
granted continues, or until such time as it may be found prac-
ticable and desirable to place such future expenditure on the 
estimates, when the unspent balance would be surrendered. 

Parliament is not concerned with the procedure of sur
render, which is solely a matter for the Treasury and Comp
troller and Auditor General. The Treasury is the department 
responsible for deciding the method of surrender; the Comp
troller and Auditor General is responsible for seeing that· the 
exchequer obtains the credit; and the accounting officer of the 
department, when certifying the succeeding year's account, 
adds a declaration to the effect that the surrender has been 
made. He cannot, however, make the surrender until in
structed to do 50 by the Treasury, and such instructions are 

I The ~urrender by all departments of their balances was first effected for ~~?Gov. 
the financial year 1862-63. ii.210 



2R. 
1 896,4, 
T.M. (c) 
Cpo 
R. 1865, 
App.l, 
para·50 , 

note F 

PARLIAMENTARY GRANTS 

not issued until the appropriation accounts of all departments 
are complete. 

When referring to the surrender of a surplus to tile ex
chequer, it must be borne in mind that such a surplus on the 
annual account of an accounting department is distinct from 
the surplus on the exchequer account itself. The latter de
pends upon the exchequer account of receipts and issues; 
the former ~s the combined effect of ' savings' on expenditure 
and of surpluses on receipts~ The surplus of the public in
come over issues from the exchequer in respect of expenditure 
chargeable against income is taken in reduction of the national 
debt by credit to the sinking fund. This sum is ascertain
able on 31st March, when the exchequer account is instantly 
and finally closed, and no further issues can be made in respect 
of that financial year. Whatever portion of the parliamentary 
grants has not on that date been issued to the Paymaster 
General is thereby automatically surrendered, though not 
formally written off till later, when the Treasury notifies the 
department that it is to be written off by surrender from the 
exchequer account of the prior year. It does not concern the 
accounting department, beyond the point of waiving the right 
to the issue, and the necessity for making the necessary 
entries in its books, credit having previously been taken under 
, exchequer grants' for the total grant autllOrised by Parlia
ment. A department would never refrain from -requisition
ing, or the Treasury from authorising, the issue of the whole 
amount of the grant unless practically certain that it will 
not spend the full amount that it has the power to spend. 
On the other hand, in view of the principle that cash balances 
should be kept as low as possible, the Paymaster General 
would be unable to obtain treasury authority to draw the 
total grant unless it were, on the evidence available, likely 
to be required for that year. 

The departmental surplus, being dependent on the account 
of actual payments and receipts, cannot be ascertained until 
the appropriation account is closed on 30th September and 
audited, and consequently the surrender cannot take place 
until a subsequent financial year to that to whi~h the account 
relates. Though the sinking fund will eventually derive the 
benefit of savings, yet it must be borne in mind that though a 
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saving tends to create a surplus, it has no effect on the ex
chequer surplus of the year unless it has resulted in a short 
issue from the exchequer" to the Paymaster General of the 
amount of the parliamentary grants. With this exception, 
the surplus on the exchequer account available for surrender 
to the sinking fund is not affected by that year's savings on 
the appropriation accounts, which can only be surrendered in 
a subsequent year. The exchequer account deals with cash 
issues within the year, the whole of which will not have been 
spent, and therefore, though over a series of years the sum of 
the issues to departments will agree approximately ,vith the 
sum of the departmental expenditure, yet as regards anyone 
specific year there will not be agreement between the two. 
With the surplus on the exchequer account to be applied to 
the reduction of debt the accounting department is not con
cerned, but with the surplus on its account arising out of 
savings on the grants and out of excess receipts it is directly 
concerned; for if the money has not been spent it must be 
surrendered sooner or later. 

Apart from the surrender of a grant which is effected when 
the department refrains from drawing it, there are two possible 
methods by which a subsequent surrender can be carried out. 
lt may be paid into the exchequer in cash, or may be written 
off from the current grant for the same service which still 
remains unissued from the exchequer. If the vote for a par
ticular service has ceased, the former method is the only pos
sible one; for in that case there will be no further grant from 
which the write-off can be made. l And so also, if the amount 
to be surrendered exceeds· the unissued portion of the grant 
for the then current year together with the whole of the grant 
for the following year, a cash payment to the exchequer is 
necessary. These exceptions would not, however, apply 
to the cessation of a vote in the army or navy estimates; 
for they are treated as a single service, in which the 
balances on all the votes are amalgamated into one general 
total showing a net surplus for surrender or net deficit to be 

1 This occurred in the case of the Office of Works vote for the new R&,IS:7. 

admiralty and war office buildings in 1884-5. Part of the surplus was t M~ • 
written off against the unissued balances for 1885-6 and 1886-'] and the 
remainder was paid into the exchequer in 1887-8, there being no further grant 
in that year, 
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voted. With this exception, the refund in cash of unspent 
R. 1887, balances is • extremely inexpedient, because it involves the 
88, T.M. inclusion in the same accounts, both as revenue and as ex

penditure, of identical sums, which do not in any true sense 
represent receipt or disbursement of public money, but merely 
cancel each other. It consequently leads to misleading and 
practically fictitious statements of the public revenue and 
expenditure.' The same objections in fact would be raised 
by this method as were urged against the former system of 
paying all extra receipts into the exchequer, and which were 
obviated by the adoption of the system of appropriations in 
aid. In view of this, the second method is in practice adopted, 
and exchequer issues are reduced in the following year or years 

Cpo R. 
1865, 
App. I, 

para 50, 
noteF 

to the extent necessary. 
In the earlier part of each financial year the Paymaster 

General, on behalf of a department, holds cash issued in respect 
of the prior year, which remains unspent on that year and is 
liable to surrender, though the exact amount is not known 
until the appropriation account is closed and audited. Theo-
retically,such cash should be retained by the Paymaster General 
until it is able to be surrende:ced to the exchequer. Were this 
done, it would necessitate further issues having to be made 
from exchequer grants of the new year to meet the current. 
expenditure. Such a system would militate against· economy 
of balances. The department is consequently permitted to 
temporarily use the cash which is held on its behalf in respect 
of the prior year's balance, with the knowledge that its grants 

R. 1887, from the current year will be eventually restricted by the 
88, T. M. amount so used, and the surrender is eventually effected by 
2 R. writing off the surplus from the amount of grants unissued ii:"7 from the exchequer. If, by the time the actual surplus has 

been· ascertained, there do not remain any or sufficient unissued 
grants, then the surplus must be wholly or partly written off 
from the grants of the succeeding year. In its ultimate effect 
on the department it is immaterial in which year the reduction 
of the grants takes place, for the provision made by Parlia
ment is . unaffected and the spending power of the department 
is not enlarged. Nor would the availability of a large cash sur
plus from the prior yeai'tend to diminish parliamentary control 
in cases in which it, for p&ijtical reasons, desired to control the .. 
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executive by limiting its votes on account to definite periods 
before the Appropriation Act was passed; for the votes on 
account would be proportionately reduced. But although 
the amount which a department is authorised to spend is not 
affected, it must be borne in mind that the availability of cash 
on the prior year's account provides the executive with the 
opportunity of temporarily exceeding pro\-'ision by utilising 
the whole of the current year's grants as well ~ this balance, 
and it is "important, therefore, that the need of presenting a 
supplementary estimate should be all the more carefully 
watched in the department in such a case, to guard against 
the illegal expenditure, necessitating an excess vote if the de
partment failed to present such an estimate within the year. 
Since, however, an accounting department should have regard 
not only or exclusively to the amount of cash available but 
also to the amount of the grant unexpended, illegal e.--q>endi
ture of this nature would only arise if deliberately incurred; 
and such could only take place, if at all, in quite exceptional 
circumstances. Though the possibility is existent, the proba
bility of deliberate illegal action would be remote. 

So long as the actual expenditure does not exceed provision, 
it is immaterial that the grants of the current year should be 
held up to the full extent of the prior year's balance, and it is 
in point of fact not always possible to do this, since the actual 
amount to be surrendered may be affected by the Comptroller 
and Auditor General's audit, or depend on the decision of the 
Public Accounts Committee on the Comptroller and Auditor 
General's report. Before this has been determined, the total 
of the exchequer issues already made may be such as to pre
clude the whole surrender being written off from that year and 
a portion may have to be written off from the succeeding year. 
The ultimate spending power of the department is equally 
curtailed in either case. The only account that is affected 
is the exchequer account for each year, and the effect on this 
is not material over series of years, owing to the strict manner 
in which the spending power of departments is limited. 
Though, in a single year, the exchequer issues may be more or 
less than the actna) expenditure, yet when the aggregate 
figures of several years are compared, practical- agreement 
is secured between issues and expenditure. 
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The balance to be surrendered is the surplus of the parlia
mentary grant over the net sum which it has legitunately 
expended, and therefore includes not only any surplus there may 
be on the exchequer balances whether issued or unissued, but 
also any sums received in excess of the estimated appropria
tions in aid. These receipts are surpluses in another form. 
If they are required to meet expenditure, they must be ap
propriated by Parliament in. a supplementary estimate in 
which case they cease to be surpluses, or, if they have been 
used without a supplementary estimate being taken, an excess 
vote is necessary. If, however, they are not required by the 
department during the year to meet expenditure, they form 
part of the final surplus and must be surrendered as part of 
that surplus to the exchequer. They are thereby treated in 
the same manner as normal surpluses and surrendered by the 
reduction pro tanto of exchequer issues. There would be the 
same objection to paying them in cash into the exchequer as 
in the ca~e of surpluses on the votes. To do so would be to 
revive the objections and anomalies of the earlier system 
under which all extra receipts ,were paid into the .exchequer, 
and to obviate which the scheme of appropriating receipts 
in aid of the army and navy votes was introduced in 
1832-3, and subsequently extended to such other services 
the receipts of which lent the!.fiselves to be applied in aid of 
votes. 

In all proceedings of this nature, then, parliamentary control 
is fully maintained, although the receipts of the department 
are again disbursed by it without being paid into the exchequer. 
Though not strictly in accordance with the original intentions 

. of the Exchequer and Audit Act, which aimed at the collection 
of everything into the consolidated fund, and theoretically 
possessing some objectionable features, the system is one 
which tends to simplification generally. 

In the foregoing remarks, the question of the surrender 
of the actual and ascertained balance has been dealt with. 
Treasury control is, however, also and more importantly 
exercised in seeing that the balance, which would be avail
able for surrender if the scheme 'of appropriation were strictly 
adh~red to, is not reduced by improper or unauthorised excess 
expenditure, and that a department, which finds itself towards 
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the close of the year with a probable surplus, does not incur 
expenditure, not estimated for, merely with a view to avoiding 
a surrender.l This question is inevitably bound up in the 
majority of cases with that of the approval for virement 
between votes, sub-heads, and items, whiCh has been dealt 
with previously. The following remarks are therefore to a 
certain extent suppl~mentary thereto, though dealing with the' 
question more particularly from the point of view of the 
justifiability of expenditure of an available surplus, the effect 
of which is to reduce the amount due for surrender. It must 
first, however, be clearly borne in mind as to what is meant by 
an' available surplus.' It does not necessarily mean the total R. 1913. 
surplus which a department may find in its 1¥tnds-that is EV •. 2821 

to say, the surplus on gross expenditure plus the excess' on 
appropriations in aid-because the latter is not available in 
aid of gross expenditure in any case without a supplementary 
estimate; for if it were utilised, the gross expenditure authorised 
b i Parliament would be exceeded. On the other hand, it 
does not necessarily mean the surplus on the gross expenditure 
only; for if there is a deficit on appropriations in aid, there 
would not be sufficient money available to spend up to the 
. full amount of. the gross expenditure authorised. Therefore, 
if the receipts equal' or exceed the estimate, the available 
surplus is the surplus on the gross expenditure; but if the 
receipts fall short of the estimate, the available surplus is the 
surplus on gross expenditure less the deficit on appropriations 
in aid. 

'Expenditure incurred at the close of a financial year, 2 R., 
with a view solely to avoid a subsequent surrender, is much 1896,4. 
to be reprehended on the ground of its extravagant and waste- T.M. (c) 
ful tendency. Moreover, resort to so demoralising a step is Cpo w.o. 

. not necessary because the end in view can be attained by other Org. R., 
and more regular means '-that is to say, the proposed service 35 

can be carried out by means of· a supplementary estimate 
in the following year, if not already provided for in that year's 
original estimate. ~ jealous if not suspicious eye.is kept on 

I On 15th May, 17II, the House of Commons resolved : 'Thattheapplying 16 C.]. 

any sum of unappropriated money, or surplusage of funds, to uses not voted 665 

or addressed for by Parliament, hath beep. a JDisapplicatiop. of the public 
money.' 
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R. 1913. expenditure of this nature and the Public Accounts Committee 
Ev.852 strongly'deprecates the idea that because money is avail

able and would otherwise be surrendered, a department should 
invest it in something that was not in the estimates, and which 
could have been. in the estimates-that is to say, a service 
which could have been foreseen. Further, the more regular 
method of postponing the service and carrying it out in the 
following y~ar by supplementary estimate does not entail one 
of the objections to the taking of a supplementary estimate
namely, the upsetting of the ,budget arrangements; for, so far 
as the exchequer is concerned, the money having been issued 
from the exchequer in the current year and remaining unspent 
will be available for use in the following year on a revote in 
a supplementary estimate, without entailing the necessity for 
providing further ways and means in that year beyond those 
estimated for in the annual budget. 

3R. 
1889. , 
T.M .• 6 

Excesses on army and navy votes and on civil service 
sub-heads may be due to three causes: firstly, to the initiation 
-after the estimates have been approved and presented--of 
services, which would requir~ treasury sanction in any case 
irrespectively of whether they would cause an excess or not
such as additions to establishments, new works or extension 
of programme, or some totally new service; secondly, to an 
under-estimate of the cost of current services, which, but for 
the resulting excess, would not need special submission to the 
Treasury, or to an over-estimate of current appropriations in 
aid; and thirdly, to deliberate expenditure at the close of the 
year on services which cannot be classified as urgent, solely 
because there are savings on other army and navy votes, or 
civil vote sub-heads, to meet them. 

Of these, the second isJ.east under the control of the depart
ment, for the excess arises in carrying out the approved pro
gramme of the year. Treasury control can therefore only be 
exercised in seeing whether the department can reasonably 
be asked to meet an anticipated deficit by modifying its pro-

Idem, 19 gramme in order to effect savings elsewhere. • Although when 
once the money is spent the opportunity of antecedent financial 
control has paS$ed, yet the Treasury can still exercise its func
tion as the department generally responsible for financial order.' 

In the first and third cases, the excess is'1!ue to expenditure 
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outside the original estimates and requires therefore to be 
carefully sCrutinised by the Treasury. In the caSe of new 
services the Treasury has first to consider them as such, apart 
from any question of adequacy of savings, and must decide 3 R. 
• whether the nature of the service is such as to require, for 1889, 
constitutional or other reasons, that Parliament should be T.M., 7 
consulted before the expenditure is incurred.' If the Treasury ~ A. 
agrees to the expenditure and decides that a supplementary Co~ .• 
estimate need not be taken, the excess being met out of savings, EV·5641 
it thereby agrees to the reduction pro tanto of the amount et seq. 

which would otherwise be surrendered, on the understanding 
that such services are essential additions to the year's pro
gramme. The third class of excess is, however, on a very 
different footing, in that it is due to expenditure incurred not cpo 
because it is essential at the time, but because there is an C.N.E .• 
available surplus from whicbit can be met. Such cases would :;. 18

32 

usually arise when a department, finding a surplus probable, Cpo 
may wish to carry out a service estimated for in the following Manuf. 
year, and so relieve the vote of that year. Such a proposal, Dept .• 
which is contrary to the principles of parliamentary control, ;;;5 
and consequently irregular, can only be justified in exceptional 3982: 
circumstances, and could only be carried out after obtaining 51 38 

from the Treasury the necessary sanction grounded upon a 48 R. 
full statement of the facts of the case. The accounting depart- I 99. 9 

ment has no power to itself appropriate an available balance 
in this way. In the first place, it must be abundantly clear 3 R. 
that, if approved, no deficit can arise from carrying it out; 1895. 7 
and in the second place, the department must be able to justify 
its proposal on the grounds of economy and public interest. 
and make it clear that ,it is not put forward solely as a means 
of disposing of a surplus and avoiding surrender without any 
compensating benefit to the public, which would not equally 
accrue by carrying out the service later. If, for instance. it 
can be shown that the state of the market is exceptionally cr' 4 R. 
favourable for purchasing a certain class of stores atthe moment, I 99. 9 

it might be in the public interest to take advantage of it to 
purchase stores which had been estimated for in the succeeding C.N .E .•. 
year. On the other hand, care must be taken that a surplus EV.1871 
is not spent on anything, the price or condition of which will -3 
be affected by the time of year, or by the fact of the whole 

y 
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purchase being made at once instead of being spread over the 
R. 19II, year. It is, however, at the same time admitted that it is 
Ev. 562- riot a desirable practice to anticipate the next year's vote by 
3 securing the delivery of and payment for larger quantities of 

stores before the end of the financial year than expected, thus 
reducing the amount to be surrendered, which would otherwise 
go to the sinking fund. Before sanctioning such an excess.on 
an army or navy vote or civil sub-head it would be the natural 
duty of the Treasury. as in all similar cases, to consider this 

R. 1912, :aspect of the proposed arrangement. Conversely, if good 
EV·30 42 opportunities occur for realising surplus stores, they should 

'be sold in the public interest, even though not estimated for 
and even though the receipt would create a surplus on appro
.priations in aid: There would be strong financial objections 
.to withholding. the sale in order that the proceeds might be 
.used as appropriations in .aidin a subsequent year. The 
amount of appropriations in aid provision should not affect 

2 R. . the question. A similar principle is involved in the case of 
~8j?M22, ,transfers of materials from store to the ordnance factories, the. 

. . transaction involving a credit of their value to appropriations 
jn aid of the factories vote. Unless such transactions are 
carried out for the purpose of meeting proper requirements 
.for the fulfilment of orders, the suspicion arises that they are 
merely can-ied out to finance the vote. Transfers of this nature, 
made towards the close of the financial year, require therefore 

3R. 
1889, 
T.M.,15 

to be closely scrutinised. 
Again, • a vote for coatract services may show a large 

sa ving through the failure of contractors to keep their engage
ments, and this failure may throw an unexpected charge on 
the succeeding year for which it is too late to provide in the 
estimates .of that year. If an equivalent excess be incurred 
in. the expiring year on a vote for non-contract services, the 
charge for those services in the succeeding year may possibly 
-pe so far lightened as to counterbalance the additional charge 
thro'wn upon that year for contract services.' Thus, though 
the 'adjustment may not be in strict accord with the' pro- . 
vision made by Parliament for each year separately, yet over 
the _ combined period it will be substantially consonant 'with 
the intentions of Parlia~nt. Such occun-ences should be 
rare, and could only be_ jusf\illed ~y e,xceptiQnaI ~ircumstances. 

\ 
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Expenditure of thiS nature, which is deliberately incurred, 
is viewed with great jealousy by the House of Commons and 
the Public Accounts Committee, for there may always be 
the fear that it may have been incurred solely to avoid a 
surrender to the exchequer, and thus reduce· the amount pay-
able to the sinking fund for the reduction of the national debt. 
So far as. the army and navY are concerned the right of deter-
mining whether an excess on a vote is justifiable is committed 
by Parliament to the Treasury and the accounting department 
jointly, and the exercise of thiS right in such cases is accepted 
by the Public Accounts Committee, provided justification is 
forthcoming, though the Comptroller and Auditor General Navy 
has expressed the definite opinion that neither of these de- Appro. 
partments having larger funds at its disposal for one vote A~~t:s 
than are requisite for the service of the year has any right to ~ . ~ 
spend the sUI"Rluses on another vote, even for the purpose A.G:s 
of effecting a saving in the succeeding year. Report 

A somewhat different consideration is involved when 
sa\wgs arise on an army and navy vote, or a civil sub-head, 
owing to the non-carrying out of a service for which provision 
has been made, if it is desired to utilise such savings in carrying 
out a cognate service for which provision is made in the follow
ing year. In this case no question of an excess on the vote. 
or sub-head arises. The sole point at issue is the justifia- 2 R 
bilityof spending money which would otherwise be surrendered. 1881,62, 

Such justification should depend on the question of urgency &T.M. 

of the service or of exceptionally favourable markets or other 
such causes, and not merely on the avoidance of a possible 
excess on the following year's vote or sub-head, arising from 

. the carrying out of the service, which has to be postponed, in 
addition to the cognate service estimated for in the following 
year. The de~ision in such cases must remain in the hands of 
the Treasury to be exercised in conjunction with the accounting 
department. _ The safeguard against abuse is the publication 
for the information of ParHament of the authority given by 
the Treasury, and the subsequent review of the circumstances 
by the Public Accounts Committee. 

Though the . annual surrender of balances is an integral 
part of the present financial system, the underlying principle 
of wlllch is that r~venue for the y~ shall be devot~ to the 
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expenditure of the same year only, the practice possesses 
serious drawbacks, as previously pointed out, in that ill-con~ 
sidered expenditure is likely to be incurred towards the close 
of a year by a department which foresees the possibility of 
having an available surplus in hand. It has been pointed 
out that • no man cares to effect economies for the sake of an 
infinitesimal reduction in the national debt, and no man has 
the inducements to follow up ~is work and throw himself 
into its progress and development, which the ordinary methods 
of industrial enterprise under like conditions would have 
afforded.' Whatever precautions are taken against improper 
use of available money towards the end of the year, there 
must be an inevitable tendency to spend rather than to sur
render, and to magnify the urgency of services where the 
urgency may in fact really consist rather in getting the money 
spent before the fatal 31st March. A high authority has 
admitted that extravagance towards the end of a year is a. 

Idem. necessary part of our financial system, so far as people will 
Ev. 31 74 regard savings as being their own money, which they must 
,..6 get rid of. It leads to hurried and ill-considered arrange--

Manuf. 
Dept., 
R.. para. 
1°5. & 
Ev. 5922 

W.O. 
Org .• 
App. IV. 
(H) 8 

Ordeal 
by 
Battle, 
F. S. 
Oliver, 
1916 ed., 
P·1I5 

ments to be completed at any cost by 31st March. 
The effect of the rule, in fact, is that a department which 

finds itself unable to spend its money on one object will en
deavour to spend it on another; and it is admitted that the 
inducement is very strong • to exercise extraordinary inge
nuity to expend as much money as possible before 31st March.' 

The arguments against the system are undoubtedly strong. 
Those in favour of it are rather theoretical and constitutional 
than altogether practical. These arguments based on consti
tutional grounds, have been des<;ribed as affording anillustra
tion of what can only be called constitutional idolatry; while 
it is further contended that the adoption of the practice as 
part of the new system was rather due to Gladstone's 
love of exactitude than an example of reform adopted to 
satisfy an urgent constitutional demand. On the other hand, 
a modern writer observes that though in the Gladstonian era 
strictness in matters of finance was occasio;nally carried to the 
verge of absurdity, yet' this was a fault in the right direction 
...,.....a great safeguard to the public interest, a peculiarly valuable 
tendency from the standpoint of democracy.' The theoreti~ 
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cal advantages of the system consist, primarily, in the main
tenance of parliamentary control by ensuring that a department 
must come afresh to Parliament each year for its requirements, 
and, secondarily, in enabling the cash accounts of each year to 
be complete records of final cash payments. From the latter 
point of view the rule exists in order to s.ecure an accurate Manuf. 
account of the expenditure of all departments within a reason- Dept., 
able time. Under the old regime the accounts were made up for Ev. 8071 

the liabilities of the year; these remained open for many years, 
and an accurate statement of the balance was not' ascertained 
until after a long interval. It was indeed many years after 2 R. 
the Exchequer and Audit Act was passed before the balances ~8l:t, i1~' 
could be worked out which were to form the basis of the future .. . 
audit. Under the present system a complete record and an 
audited account of all expenditure for the year is available 
nine months after the close of the year. Though the adminis- Manuf. 
trative drawbacks of the system may be great, they are far Dept., 
outweighed by the advantages of the end in view, namely- ~v803908 
rapidity of acconnting and audit, and the closing of the year's 77 
accounts absolutely. It would of course never be permitted 
to a department to retain its surplus at the end of the year 
without any restrictions, though even in such a case the pre-
vention of accumulations could be guarded against by Parlia-
ment by the simple method of reducing future votes when 
necessary. If, however, the constitutional objection were 
surmounted there would undoubtedly be advantages in pro- w.o. 
viding for a modification of the existing system, and proposals Org:, R. 
to this effect were made by the Committee on War Office g 
Organisation in 1901, it being suggested that the' carryover' J'a.'nuf. . 
system should be adopted, whereby certain unsp!,!nt balances Dept., . 
should be placed in a suspense account. Under the present :., 105 ;. 

system, if an order is giv:n ~n one financial year to be p~d for ';~.325 
out of money voted for It 10 that y~ar. and the order IS not· Org., 
completed, the effect is that the order is carried over, but the EV·5389, 
money to pay for it is not.! In estimating, allowance is always 5406 

made for a certain amount of such orders being carried over, 
but if the carry over is much larger than anticipated the de
partment is saddled with arrears of payment for things ordered 

1 In the case of the ordnance factories provision has been made for the 
carry· over of money by the institution of the supplies suspense account. 
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for delivery in the prior year, and the payment for them in the 
current' year may not leave sufficient money available to order 
the things estimated for. The proposed sY!item would therefore 
facilitate estimating. The estimates could be framed more accur
ately, and greater convenience to the public service would result. 

Though Parliament would never agree to a change of system 
whereby a department had a general authority to carry over 
its balance, it might reasonably be disposed to agree to the 
carry-over of a specific balance, voted for a definite service 
which had not been spent, if sufficient justification for the non
spending 'were forthcoming, and subject to the normal rules 
as to spending and accounting for it later. To current services, 
that is to say, the proposed modification would be inapplicable; 
but for non-recurrent services, where there was a reasonable 
expectation of completion in the following year, there should 
be less obj"ection to the adoption of the proposal, any money 
carried over being strictly earmarked and only expended on 
services for which it was actually voted originally. 

The question is, however, an important one in principle 
and on constitutional grounds, and is deserving of mention 
as tending to a possible solution of what is at present admitted 
to be a serious drawback of the present system. The possibility 
of its adoption will no doubt be discussed when the time 
comes for considering what improvements can be made in 
the Exchequer and Audit Act, as contemplated recently by 
the Public Accounts Committee. 

IV. CONTROL OVER DETAILS 

General Principles of the Exercise of Detailed Control 

The objections and.inconveniences to a too minute external 
control over details of expenditure has already been referred 
to. Any steps which tend to reduce the proper responsibility 
of the accounting department are to be avoided. Even when 
taken in the supposed interests of economy, they defeat their 
own object, for they transfer the responsibility from the hands 
6f the man who is best informed of the requirements and 
circumstances to those of the man outside, who has neither 
the expert nor the'first-hand knowledge. It will always remain 
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true that there is less power in' the comptroller·than in the C.N.~ .• 
administrator. Real and effective economy in administration i°1.ll .. 
must come from the administrator himself-from the spirit 24".:.7 
of those who are carrying out the work. The importance of cp .. 
treasury control is freely admitted by the accounting depart- R.E.C. 
ments, and it has been generally agreed that it is invaluable, EI912, 

h . I h d f . f' V. 141 
though t ere IS a ways t e anger 0 an extensIOn 0 It 

diminishing the responsibility of departments. 
On the other. hand, under the twenty-seventh section of the 

Exchequer and Audit Act, it is in the discretion of the Treasury 
to require that all expenditure of a special nature charged in 
any appropriation account should receive its sanction, as it 
alone possesses the final powers of authorisation, while, by 
usage and practice, very wide powers of exercising control are 
vested in it. The extent to which it is expedient or possible 
tQ use these powers must depend on the circumstances of the 
case, and be left to the wisdom and good sense of the Treasury 
to determine as may be most advisable in the public interests. 
Apart from these general considerations, the Treasury has not 
the same responsibility in regard to army and navy expenditure 
as it has over the expenditure of civil departments. The 
reason for this is threefold. 

In the first place, the Admiralty l:!-nd the War Office both 
have finance branches of their own which are not under the. 
Treasury. Their accounting .officers are more directly respon
sible for their own expenditure than is the case with the 
accounting officers of civil departments: 

In the second place, the Treasury-in order to exercise 
a detailed control-would need to"be possessed of all the know
ledge of the departments themselves, and ·for this purpose 
would require a staff of experts the size of which would 'be 
quite out of proportion to the possible benefits which would 

4R. 
1894. 
App.2 
(V!.) 

accrue. In the case of the majority of the civil departments, C.N .. E .• 
on the other hand, there is very little expenditure involving Ev. 52 7 . 
large questions of policy or large and difficult technical ques-
tions. Direct treasury control can therefore be more minute. 

In the third place, owing to the date at which army and 
navy estimates reach the Treasury, it is not, under present 
conditions, possible to 'exercise the same detailed control over 
them as over the civil service estimates. This objection is, 
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however, only true in a modified sense, for, generally speaking, 
the varibus items on which the army and navy estimates are 
built up have been approved in principle beforehand by the 
Treasury, and the completed estimate, as submitted to that 
department, is mainly an embodiment of items of which it has
previous cognisance. Such previous approval must necessarily 
only have been given to the general objects of contemplated 
expenditur~ and to the limits within which it must be carried 
out. It rests with the department to work out the detailed 
estimate; and, in regard to such details, it is necessarily largely 
independent of treasury control because the Treasury has not 
the available time for examination after it receives the detailed 
estimate. The treasury examination of the estimates, as 
finally received from the War Office and the Admiralty,<- is 
mainly directed to seeing that they do not exceed the total 
that has been settled by the cabinet, and also to seeing that 

W.O. no provision is made for any service that has been discussed 
Org., between the department and the Treasury and which has not 
Ev. 32 60 . d t t' A t f - thO 't' 

R. 1874. 
85 

Cpo R. 
Sess.2, 
1880, 70, 
T.M. 
Anson, 
Con., 
ii. II. 15.3 

C.N.E .• 
Ev. 46 

receIve reasury sanc lOn. par rom IS, 1 IS compara-
tively superficial. 

In certain directions, however, where such expert know
ledge is not so directly involved, the Treasury exercises as 
close a control over the detailed expenditure of the army 
and navy as it does.in the case of the civil departments. 

Directions in which Treasury Sanction is Necessary 

It is a fundamental and constitutional rule that the sanction 
of the Treasury is necessary to increase expenditure, not only 
in regard to additions to establishments but also as regards 
rates of pay, extra and special pay and allowances: and herein 
lies a valuable part of treasury control, for such supervision 
, stops the constant leakage of public money in items of outlay, 
trivial perhaps in themselves. but amounting in the mass to a 
heavy demand upon the taxpayer.' Increases of staff have 
to be justified by a department before treasury sanction is 
given, and proposals of this nature are closely scrutinised 
by the Treasury. The passing by Parliament of an estimate 
containing an establishment which shows an increase over 
that of a previous year, does not necessarily sanction the 
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expenditure so estimated for and authorised by Parliament. 
The department must show; in addition, that it has obtained 
treasury sanction for the increase, and without that the' 
Comptroller and Auditor General would not allow the charge 
in the accounts. 

Naval Works and ~Iilitary Works Bills are on a somewhat 
different footing as regards the exercise of treasury control, as 
ordinarily understood-that is to say, control by the Treasury 
as a department as distinct from the Chancellor of the Ex
chequer. Such bills are subject to very close examination in 
all cases by the Chancellor; but there is not the same official 
examination and investigation by what may be termed the 
subordinate Treasury as is the case with estimates for Appro
priation Bills, on the ground that, they are more particularly 
confined to the minister responsible. 

In the case of certain categories of expenditure, treasury Todd, 
control over details is not left to the discretion of that depart- ParI. 
ment. It is obligatory. The salaries and allowances of all ~v. 
public servants in every department" of the state are regulated 1';:5 
by the Treasury, except only in the case of those functionaries ~89j, 8 
whose salaries are fixed by act of Parliament, and the officers & II 

of the two Houses of Parliament. No royal warrant or order C.N.E., 
in c01mcil affecting finance can be submitted to the sovereign ApP·3(c) 
until approved in substance by the Treasury, though the w.o. 
draft is not always submitted to it, and no royal warrant ~~~. IV 
or order in council can be changed without the authority of (A).]. • 

another, except in cases in which recourse is had to the dis:- R.C. Civ. 
pensing warrant or dispensing order in cowlcil, nor can any Estab.;, 
alteration be made in a royal warrant without the direct ~I~' Ev. 
assent of the Treasury. Since the issue of all pay and personal 
emoluments is regulated by royal warrant for the army, and 
order in council for the navy, it follows that a very detailed 
control is exercised by the Treasury over this important 
heading of expenditlp"e for these departments, as well as in the 
case of the civil selvices. Such control is, however, confined 2 R. 
to the rates of pay, and the Treasury cannot control the nomina- 1881. 57. 
tion of the individual who is to receive it, which is obviously T .M. 

and necessariIy a matter of administration within the depart-
ment, for • there is no act which more imperatively requires ~:~:. 
to be performed under a strong sense of individual responsi- p. 9-{ 
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bility than the nomination to employments! With the 
conditions under wlUch an appoirrtment is made, the Treasury 
is concerned in so far as financial considerations are involved, 
and its guidance should be sought before it is proposed to 
attach any exceptional conditions to an appointment, even 
though no increase of expenditure may be involved. Further, 
all allowances 1 are governed by regulations· which must 
be approved by the Treasury, and the rates or scales when 
once fixed cannot be varied without treasury approval. It 
is, however, almost impossible to frame any regulation which 
will meet every circumstance that arises, but if modifications 
of departmental regulations are necessary, it is of importance 
that those which tend in any material degree to increase 
the public expenditure should be submitted to the Treasury 
before a change is made. If thE} power to vary the conditions 
apart from the rates were vested in the department, the 
treasury control over the rates would be seriously impaired; 
for those rates might then be allowed by the department under 
less stringent conditions than those originally put forward to 
the Treasury and on which the justification for the approved 

Idem, II •. rates was based. In other words' conditions of payment are 
T.M. in~soluble, prima facie, from the rates of payments to which 

they are attached.' 

4R. 
1889, 
App. 
PP·135. 
136 
2'R. 
1881. 75. 
T.M. 

W.O. 
Org., 
EV·32 34 

The dispensing warrant and order in council mentioned 
above are, as the name implies, a royal warrant and order' 
in council which authorise the War Office and the Admir
alty, respectively, to waive the limitations of the normal 
warrant or order in council in exceptional cases; but this 
can only be done with treasury approval, and, under 
existing practice, subject to each case being reported to 
Parliament. The necessity for the power being only exer
cisable with treasury sanction is important, in that it 
protects the department against undue pressure being 
brought to bear on it, as might happen if the final word 
rested with it. 

2 R. If a question as to the correct interpretation of the regu-
1898,'8 lations arises and the Comptroller and Auditor General cannot 
~~~~~~~ agree with the department, reference should be made to the 

1 • Allowances are issues in kind to individuals or corps, or money pay
ments in lieu.' 
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Treasury as the department responsible for approving regula- Cpo 4 R.' 
tions. ' The decision given, however, can only be based ou a 1889,5,', 

. natural interpretation of the warrant, and neither the Treasury : J:M
. ; 

nor the department has power to strain the words of statutes, 1891,9, 
warrants, or regulations, in order to meet exceptional cases. & 4 R. 
The power of interpretation cannot be unlimited, and when- 1902

, 14 
ever a discr~tionary interpretation becomes necessary, that :8~4 I.p 
interpretation should not be opposed to, but in harmony with, ' 
the natural meaning, intention, and purpose of the warrant. Cp.2 R. 

1892 ,32 
If special cases arise which cannot be brought under a' warrant 
in its natural sense, they must be submitted to the Treasury 
for consideration. If any ambiguity exists, it is better to 
remove it by a specific amendment of the warrant, rather 
than to put a strained interpretation on it. If an error is 
made in a royal warrant, a somewhat different consideration 
is involved. If the error is admitted, even though the wording 

. as it stands is clear, and no question of ambiguity arises, the 
department should not act on it without reference to the 
Treasury. • A claim based on an acknowledged error in .a 
royal warrant ought not to be dealt with, as a matter of inde
feasible right, upon which the Secretary of State can exercise 
no discretion.' . ' 

In dealing with cases which arise in the army and navy, 
the dispensing warrant and dispensing order in council give 
the Treasury the requisite power which obviates any undue 
stretching of meanings; but, in the case of civil departments, 

2R. 
1886,68, 
R. 
1887,92 

3·R.~ 
1891, 8. 
&T.M. 

no such power exists; and it has been recommended that sonie 4 R. 
statutory provision should be made to enable the Treasury 1899,15 
to deal with special cases according to what may be the real 
facts of a case rather than to strain the words of existing 
statutes to cover it. Under present circumstances such cases Cpo 3 R. 
can only be dealt with by a direct application to Parliament. 189 1,9 

The Treasury is neither above the law, nor has it the power 
to overrule royal warrants or 9rders in council except by 
amending warrants or orders. In dealing, however, with 4 R. 
warrants or rules drawn by itself under statutory powers, it 1894,4 
may be considered to have a certain discretionary power of 
temporary variation, though the Public Accounts Committee 
is doubtful as to the advisability even of this. 'It is difficult,' 3 R. 
it says, 'to see the use of rules, if they are so set aside when 1896,7 
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H.C. 13. occasion arises for their application.' The Treasury cannot 
1911, authorise an illegal payment, and even if it gives authority 
p. 137 for such a payment to be included in the account on the grounds 

that there were extenuating circumstances, such as a lnis~ 
understanding of the regulations, such authority cannot 

Cpo 2 R. m~e the payment regular, and it should be noted in the appro-
I8l8. priation account for the information and covering approval 
3 R 78 of Parliament. If treasury authority has not been given, 
~o~: 92, the charge must be disallowed. While then, on the one hand, 

R. 1865. 
App.l. 
para. 69 

there is no payment which an accountant would not be en
titled to make. so far as his personal liability is concerned, 
if only he has a proper administrative authority for making 
it; yet a payment so made and charged against a vote which 
was not intended to provide for it, would be unsupported by 
parliamentary authority, and would be liable to be disallowed. 
Every payment taken credit for in the appropriation account of 
a vote requires to be supported by both an administrative and 
parliamentary authority~ The responsibility of charging to the 
vote a payment which is not supported by the former attaches 
to the accountant~for one not supported by the latter, though 
administratively sanctioned, to the authorising department. 

P;,tyments in excess of statutory rates are illegal and can
not properly be made. Questions are apt, however, to occa

Cpo 2 R. sionally arise as to the extent to which statutory rates may 
1883.30 be modified by the insertion of different rates in the estimates 

supported by the Appropriation Act. It is undoubtedly 
within the competence of Parliament to override the pro
visions of an existing statute by a further enactment which, 
without specifically referring to that statute, may thereby 
modify or cancel its provisions temporarily or permanently. 

I R. 
1875.75. 
&T.M. 
2R. 
1885. 42 • 
65. & 
T.M.· 
Cpo I R. 
1878• 14. 
T.M .• 
& I R. 
1889. 2 

The usual practice in such cases, however, is for Parliament 
to specifically cancel its earlier enactment, or such portion 
of it as requires amendment, though, if the alteration is merely 
temporary this procedure is not practicable. It had pre
viously been considered by the Public Accounts Committee 
and the Treasury that the distinct terms of an eXisting statute 
could not be properly overridden by an Appropriation Act, 
and that if a particular case demanded exceptional treat
ment, the first opportunity should be taken of obtaining 
from Parliament an alteration of the law. So, too, in the case 
of rates of pay governed by royal warrant. • Where the pro-



TREASURY , 333 

VISIons of a royal warrant are found inconvenient for the R. 1886, 
administration of the department, steps should betaken to- 66, T.M. 

procure the necessary alteration in, the terms of the warrant, CKs R6 
if the practice of the department cannot be made to conform ~.J.', 9. 

to them, so as to avoid undue straining of the discretionary 
power of the 'Secretary of State or other authorities.' At 
the same time, any such alterations should only be made in 
good faith with the definite object of enabling the depart-
ment to discharge its duty the more efficiently. • They should 
never be made 'for the purpose only of making an expenditure 2 R. 
regular, which had been objected to by the Comptroller and 1886, 35 

Auditor General.' This view, that the provisions of an Appro-:- I R. 
priation Act could not legally override an existing statute, 1908, II 

was, however, subsequently reversed, but at the same time it C§. 4 Rg 
was agreed that • it is desirable in the interests of financial ~3~2, 2 

regularity and constitutiopal consistency that such a pro.. 
cedure should be resorted to as rarely as possible, and only 
to meet a temporary emergency.' It must, iri such cases, be Cpo 2 R. 
made clear that Parliament intends so to act and is not led to 1888,61; 

'act in ignorance of the effect of what it is doing; • the fact ~8~~~9 
that a proposed vote overrides an existing statute should I R.' 
be clearly stated on the face of the estimate, with the reasons 1908. II 

for adopting that course, so that no doubt can exist of th~ Cpo c. s. 
deliberate, intention of Parliament. The exceptional nature Est". 
of the vote should be indicated in the Appropriation Act.', ~fXt.~7. 

Proposed rates of pay and allowances, when approved Vote 25, 
by the Treasury, must not come into force, except in cases foot·note 
of emergency, until included in a warrant which has received R. 18n. 
h I · al d . ff 101-102' t e roya SIgn manu ; an , moreover, retrospective e ect R. 188/ 

cannot be given to a treasury warrant. When, therefore, it 72 ' 
is necessary to provide for temporary and unforeseen require... _ 
ments, it is desirable to correct any unavoidable irregularity 
with as little delay as possible by means of an amending 
warrant, or in the case of the army and navy by the exercise cpo R. 
of the dispensing warrant or order in council: Such cases are; ~8~1' 78• 
of course, on a different footing from those which are covered . . 
by a discretionary power specially 'vested in the Treasury 
by act of Parliament. 

The control of the Treasury over proposals for establish
ments has been previously mentioned. When they have once 
been fixed and included in the estiIpates, any unavoidable 
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additions or unforeseen appointments must be explained to 
the TreasUry even though the expenditure involved causes no 
excess on the vote, and, similarly, all new civil situations must 

22 Vic. be submitted to the Treasury if they carry rights to pension 
c. 26 under the Superannuation Act. 

When dealing with the question of control over the esti
mates, it was pointed out that the Treasury frequently requires 
a department to open special auxiliary ledger accounts, for 
definite services, and will not allow an excess to be incurred 

Cpo 3 R. thereon without its sanction. Such limitations of a depart-
1888,26 ment's power are imposed at the discretion of the Treasury 

itself. In certain cases, however, in: connection with works, 
treasury sanction is a necessity. Any work of an urgent 
nature, not provided for in the estimates, of which the estimated 

C.N.E., 
ApP·3 
(c) 

_ cost is over £2,000, requires treasury sanction; but, generally 
speaking, no new work of any magnitude can be commenced 
without the previous sanction of Parliament. If provision 
has been made in the estimates, however, the Treasury may, in 
anticipation of these being passed, sanction the commencement 
of the work without waiting for the vote for the year which 
will carry with it parliamentary sanction. An anticipatory 
sanction of this nature is frequently necessitated by the post
ponement of the taking of the works vote in Parliament. 
Since the effect of this is that important services may have to 
be commenced in ariticipation of parliamentary authority, 

,the practice is objectionable in principle, and the Public 
Ai:counts Committee in .1912 drew special attention to the 

1,9
12

,22 point, regretting that the correct procedure, under which this 
vote should be taken, if not with vote I before the commence
ment of the new financial year, at any rate quite early in it, 
was not being observed. It accordingly recommended that 
that 'course should be strictly adhered· to for the future. 
__ All. new works of importance started during the year 
should, if, possible, be brought forward in a supplementary 
estimate with a-View to bringing them to the notice of Parlia~ 
ment at the earliest opportunity. In any case, whether a 
s.upplementary estimate is presented or not" treasury sanction 

R must be obtained to the opening of a new sub-head or item, 
E~ ~~~~s and the responsibility 'rests with the Treasury of deciding 

, -2008 whether permission· shall be given to open such sub-head or 
, item.in the absence Qf.parliamentary authority. and further. 



· TREASURY 335 

of deciding whether the matter is of sufficient importance 
to be at once brought to the notice of Parliament ina 
supplementary estimate either before or after the work is 
.commenced. 

Treasury sanction must always be obtained for purchases 
of land or premises worth [1,000.; for sales or exchanges of 
land worth £5,000; for. all contributions by way. of grants in 
aid to public bodies; for all administrative services executed 
jointly with the colonies and other .cognate or unusual services, 
and even for incidental expenditure when considerable. in R .. 1887, 
amount or special in nature. Again, treasury sanction .. is 28, T.M; 
required for certain administrative acts, such as the .writing C:N.E .. 
off of losses; abandonment of claims; deficiencies and over- App·3 (c) 
issues in certain cases; royalties and rewards to. inventors; Cpo 
gifts of public property to colonial governments,. public. bodies, ';i.o. 
and individuals; granting an increased price toa. contractor R~~38 

.under a formal contract; -payment .of compensatiOIi tQ ... a & 41 
contractor for· departure from the tenus of the cnntract;-and 
abandonment of claims against contractors' in certain cases. 
The underlying idea in requiring such cases to be submitted 
to the Treasury is not only to control the department, but also 
to secure an impartial tribunal which will examine their. merits. 
from an extra-departmental point of view. Apart from cases 
in which treasury control is determined by statute, royal Idem, 
warrant; or order in council, it is otherWise almost invariably EV·30 98 

exercised at the expressed wish of ~he House. of Commons, -31
00 .. 

as voiced by the Public Accounts Committee at different times, 
the majority of instances having arisen in the distant past. 

But, again, while the sanction of the Treasury is .obligatory 
in many classes of expenditure and is not essential in others,. 
cases are likely to arise in which there may be a doubt as to the 
powers of the accounting department, or in which the circum;
stances may be so exceptional.as to render reference to the 
Treasury advisable. Even, therefore, when a department may 
.be of opinion that it has the power to take independent' actiolt 
it may still consider it safer to obtain the concurrence of the Cpo R. 
Treasury. Having done sq, it will be in a stronger position 1882, 91, 
to justify and defend its action before the Public Accounts ~8~J\ 
Committee. This course is specially recommended by the T.M: ' 
Public Accounts Committee when a. question of the inter
pretation of a royal warrant arises. Though the committee 
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4 R. recogni~es the importance of maintaining the Secretary of 
1889,5 State's interpretation as final, subject to certain limitations, 

it at the same time trusts that he will not give his formal 
decision on the doubtful or disputed meaning of a royal warrant 
until the Treasury has been afforded the opportunity of stating 
its views in all cases of financial importance, or where a material 
increase of expenditure would result from the proposed inter
preta~ion. In all such cases it is very expedient that the 
Treasury should be consulted. Though this recommendation 

Idem, is not intended to apply to trifling questions of interpretation, 
T.M. on which the Secretary of State may properly give a formal 
Cr-82 ~ •• decision forthwith, yet it must not be lost sight of that a ques
I 9 , tion, which at first sight appears trivial, may become serious 

Todd, 
Part 
Gov., 
ii. 179-
180 
Cpo 
Hans., 

if it gives rise to controversy between the department and the 
Comptroller and Auditor General, or which may be found to 
involve an important principle as its bearings become more 
fully known. . If such occasions arise, the question should 
properly_be referred to the Treasury. 

Contracts 

Mention has been made above- of the necessity of treasury 
sanction in relation to special payments in connection with 
contracts. The making of a contract is an administrative 
act for which the department concerned, if not a department 
subordinate to the Treasury, is solely responsible. I The 
responsibility of entering into contracts for the performance 
of any work or service, the undertaking of which has been 
or may afterwards be authorised by Parliament, properly 
rests upon the executive alone. But it is equally clear that 

3 s. clvii. 
QI2, & 
clxxxix. 

the government has no constitutional authority to make a 
contract which shall be binding on the House of Commons, by 
whom the necessary funds for carrying on the contract must 
be supplied.' Except in special cases the House of Commons, 702 

- having approved the service, leaves the final approval of all 
contracts entirely to the executive, and does not require that 
they shall be submitted to the Ho~se for sanction belore they 
are entered into. So far as the Treasury is concerned, if the 
conditions of the contract are observed, all payments made 
under and in accordance with it are in order. But when once 



TREASURY 337 

the contract is made, any variations from its terms, such for R. 1912, 
example as the waiving of prescribed tests, or any special pay- Ev. 32 45 
ments made by way of forfeit or compensation in respect of -6 

it, must be reported and treasury sanction obtained. • If a 2 R. 
department contracts, on behalf of the public, to pay a certain l892, 5, 
sum for goods, on proof of their bearing successfully specified T}8:, to 
tests of excellence, and subsequently waives those tests, 
and pays the money-without them or any other equivalent 
to them, the contract is departed from, the protection it Was 
meant to secure to the -public is abandoned, and the public 
may not get the precise return for. its money which the 
contract entitled it to receive. It is this risk of public 
loss, where the amount involved is considerable, that calls 
for the intervention of the Treasury, for it is important that w.o. 
under such circumstances the responsibility should be assumed 0Erg., 
b 'd' rt'al t'b I v. 3133 y an outSl e unpa 1 n una. et seq. 

To this rule, however, there is one exception. If a contract 
provides for the appointment of an arbitrator,and such arbi
trator makes a legal award of compensation to a contractor, 

I R. 
19°6, 13 
IR. 

no question of treasury sanction arises, the payment of the 1907, 22 

compensation- being in effect made under the conditions of the 
contract, and not as an act of grace. Otherwise, however I 

small the amount, any payment made to a contractor outside R.1910, 
the terms of a contract must receive treasury authority, and be Ev.88S 
noted in the account for the information of Parliament. Even 
if an extra payment is made as a concession by way of making 
an equitable correction of a bona fide mistake in tendering, 
treasury authority must be obtained. The department has 
no unfettered discretion in this respect. The treasury rule is 4 R. 
to the effect that every case in which it is proposed to make 1897,2 
a payment, as an act of grace, in -excess of contract rates, is 
to be submitted for approval. This would only be given in 
very exceptional circumstances when it involves an interference 2 R. 
with the express tenD.s of a bargain, and the Public Accounts 190 1,6, 

Committee demands that deviations from the terms of contracts & T.M. 

in favour of the contractors should be jealously scrutinised. 
A department having made a definite contract is in duty bound 
to see that the terms are complied with. It has no power to 
waive any of the terms formally or informally without treasury R. 1905, 
sanction. Cases may arise in which it may be proper and App.16 

z 
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1906, 8, 
&T.M. 

",R. 
1909, I 

R.1909, 
App.8 

5R. 
190 9, 17 
2R. 
1910,20, 
T.M. 
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even necessary to depart from the customary forms of tender. 
and contracts, but" in such cases the contracts should embody 
the terms actually agreed upon, and not embody stipulations 
which the department has no intentioh of enforcing, still less 
terms and conditions which the department or its agent may, by 
antecedent negotiation, have nullified any authority to enforce. 

Expenditure incurred for extensions of works contracts and 
extras is on a different footing, in that the payments are not 
on account of the work originally contracted for but are 
usually made under further co·ntracts. Normally, therefore, 
treasury sanction would not be required; and no question 
would arise as to its being necessary if the extensions were put 
out to open tender. From the nature of the case this is not 
generally practicable, as it may be expedient and more econom
ical to give the work to the contractor already on the ground. 
This is especially so in the case of extras which it would not be 
practicable to hand over to anybody other than the con~ractor 
who is carrying out the main work. - Recognising this the 
Treasury and the Public Accounts Committee agree that the 
War Office and the Admiralty should be given the necessary 
power to deal with such cases even though tender is not resorted 
to. In the case of the Admiralty certain conditions must be ful
filled, while in the case of the War Office the written authority of 
the Secretary of State, or of the Financial Secretary, according 
to the amount involved, is ac;cepted as sufficient. If these 
conditions are fulfilled reference would only have to be made 
to the Treasury in exceptional cases. The payment for extras 
requires to be carefully safeguarded since they are departures 
from the original contract, though technically not classed as 
transactions outside the terms of the contract which require 
treasury approval. They are in effect separate transactions 
supplemental to the original contract. Payment is made for 
the work done on agreed terms, and must be distinguished from 
payments made as compensation to the contractor for loss 
owing to departures from the original contract, which would 
require tre~sury sanction. Such extras must, however, almost 
inevitably affect the work on the original contract, and it is 
therefore desirable that they should be restricted, as far as the 
interests of the public service will permit. 'If departures are 
admitted, contract penalties cannot readily be enforced; and 
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. the advantages of competitive tender are lost-in the case of 1 R. 
services classed as extras-by the general necessity for accepting 1906, 8. 
the contractor's own terms for the uncovenanted work: T.M. 

The importance of bringing all exceptional payments 
clearly to. the notice of Parliament has been frequently 
emphasised. The method by which this should be carried out 
is dealt with elsewhere. 

There remains for consideration the question of the extent 
of the treasury functions in relation to the administrative act 
of making an original contract. There is a very important 
difference between the question of the effect of a contract when R. 1912, 

made and the question of the process by which it is made by the EV.2671 

administrative officer. The province of the process of making 
contracts is not subject matter for fixed rules, but for the exer-
cise of a very real and lively discretion on the part of the officer 
who makes them. The directors of contracts in the various 
departments should therefore have just as much freedom from 
precedent as a business man has in making his own «;ontracts~ 5 R. 
Complete and undivided responsibility of the administering 190 9, 17 

department, to be answered for in the last resort by ministers 
in Parliament, is the only real safeguard for a proper adminis-
tration. Such responsibility would be weakened if the depart-
ment were permitted in any way to shelter itself behind the 
Treasury. In practice, almost all big contracts of the civil C.N.E., 
departments come before the Treasury, although they may be EV.14II 

within the amounts of the estimates which have been voted; -26 

but those of the army and navy are so numerous that the 
Treasury cannot undertake to supervise th~m, after the de
partment has made them, with a view to offering criticism or Idem. 
suggestions for the future. The big contracts made by the Office Ev. IHI 

of Works especially come directly before the Treasury, since -3 

that office is a subordinate department of the Treasury and its 
building experts are directly under treasury control, and simi-
larly every stationery office contract r.equires treasury approval .. 

The fundamental rules in making public contracts are 4 R. 
that each should be put out to competitive tender, open or 190 9,1 

timited, and that the lowest should be accepted. There may, Cpo 4 R. 
however, often be reasons for not following these rules, and it 188

9.5
1 

has been argued that if the non-observance of one or the other ~8~3 4 
is found to be necessary, treasury authority should be obtained; . 
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and the. Public Accounts Committee has on more than one 
occasion in the past expressed strong opinions on the advisa
bility of the Treasury being consulted before contracts are 
entered into without competitive tenders. Such a procedure 
would, however, interfere with the responsibili~y of the de
partment, which must be better informed of the necessities of 
the case and the moment thanthe Treasury. The safeguarding 
of the public against waste and extravagance is equally effected 
by the knowledge that a divergence from one of the fundamental 
rules may have to be justified to the Public Accounts Committee 
on the Comptroller and Auditor General's report. In the case 
of the Admiralty, it is true that certain general rules have been 
laid down, but in the case of the War Office, the Treasury is 
never consulted; the only restriction being .that the written 
authority of the Secretary of State must be'given if a new order 
of £10,000 or an extension of £5,000 is not put out to tender, 
and of the Financial Secretary for an order of £200 in either case. 
This procedure ensures that personal responsibility which is 
necessary in any case in which a departure from the accepted 
normal course of competition is authorised. 

Even, however, though treasury authority may not be 
necessary for any step taken in the making of a contract, that 
department being responsible for the soundness of systems 
must give its sanction to the rules which a department may 
lay down for its own guidance. As the department respon
sible to the House for financial regularity, it must watch and 
approve the system. 

Cash Losses and Abandonment of Claims 

The powers and status of the Treasury in relation to the 
writing off of losses, the abandonment of claims, and the 
remission of loans, are of importance, in view not only of the 

. unnecessary burden whicll is thrown upon the public purse, but 
also of the questions of principle and system involved. 

The waiving of any claim for money due to the state, or 
the writing off of a loss, directly or indirectly affects the public 
purse; for, if realised or recovered, the exchequer is benefited 
to that extent, the balance to be surrendered by the department 
at the end of the year being increased pro tanto. Although ... 
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the parliamentary grant is not affected;but solely exchequer 
issues, the supreme control of Parliament over finance implies 
its control over reduction of revenue equally with its control 
over expenditure. But as it is impossible, as well as inexpedient, 
for it to exercise direct control over all the details of expenditure, 
so it is equally impossible for it to control the details of loss 
of revenue. Some dispensing power must necessarily be held 
by the Treasury for waiving claims: not only on grounds of 
personal hardship, but also in cases in which 'the difficulty R. 1882. 
and disadvantages in pressing claims outweigh the loss which 35 
would accrue to the public by the abandonment.' But how- . 
ever strong a case there may be for the waiving of a claim, or 2 R. 
of a class of claims, it is most important, as a salutary check on 1884. 48 

departmental financial arrangements, that the power of com-
pelling payment should exist and be exercised when necessary, 
and equally so that this power should be vested in the Treasury, 
except where it is delegated to the department. 

No general power has been conferred on the Treasury to 4 R. 
remit duties that are imposed by statute; but that department 1894. 20 

has claimed that it possesses the power of sanctioning, in the 
absence of express statutory prohibition, the abandonment of 3 R. 
any claim due for payment to the exchequer. Such a claim, 1883.4 
however, based on usage rather than expressed authority, 
must have limitations if parliamentary control is to be supreme. 
It is admitted· that any abandonment of a claim due to the 
public, which involves an important principle or an amount of 
magnitude, may properly be made the subject of ratification Idem, 
by Parliament; but, on the other hand. to require a similar T.M. 

ratification to every small remission of no significance in prin-
ciple or amount would be inexpedient, if not impossible. Some 
latitude must be left to the Treasury, both in the interests of 
smooth administrative working and also to relieve Parliament 
of small and unimportant matters. Parliamentary control 
is, moreover, fully safeguarded by the fact that all cases are Cpo 2 R. 
brought to the notice of the Comptroller and Auditor General, 19°9. 1 7 
who would report upon any case in which he considered that 
the Treasury had exercised its discretion in a questionable or 
improper manner. The ability of the Treasury to exercise its 
powers depends on information being supplied to it. This is 
especially important in the cases of abandonment of claims 
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which involve no book-keeping entry and which, if not recorded 
by a note in the appropriation account, are liable to be kept 
from the notice of the Treasury and Pqrliament altogether. 
It is therefore incumbent upon a department to bring to the 

1871,2, special notice of the Treasury every case in which it is proposed 
T.M. to relinquish a claim to sums due to the public. 

In the case of loans, the Treasury has no power of re
mission since it is provided by act of Parliament (38 & 39 

11-19, Vict. c. 89, § 33) that ' every sum payable in respect of a loan 
TE 11 • . . . sha be compounded for or released only under the 
cpo R. h' f Sess. 2, aut onty 0 Parliament in each case.' 
1880, 80 The recovery of fines, liquidated damages, or overpay-

ments, may, however, be waived by the Treasury, or, within 
190 4. 5, limits, by a department with treasury sanction, or by the 
T.M. d 

I'R. 

epartment Without treasury authority if the power of waiver 
Cpo R.. d' h d 1910, IS veste ill t e epartment by the express terms of a con-
EV·365- tract, subject to the fact being noted in the appropriation 
7 account. Such authority is, however, not necessarily final, 

as it is still open to the Comptroller and Auditor General to 
report any' payment involved as not properly chargeable 
'against the grant, and non-recoveries according to their cir
cumstances. But though the Public Accounts Committee 
has the power to report finally to Parliament in favour of 
disallowance, the circumstances under which such action 
would be taken would be most exceptional, and, in view of 
the difficulty of enforcing a disallowance against any re
sponsible person, after the Treasury had expressed a con~ 
sidered opinion relieving him of liability, would be such that 
the committee would usually content itself with an expression 
of disapproval if of opinion that the circumstances did not 
justify the action taken. 

Similarly, in the case of the abandonment of claims on 
account of revenue made in favour of individuals from motives 
of equity or from compassion, a dispensing power is essential 
to enable more prompt action to be taken, and from the nature 
of such cases the authority for the waiver must be in effect 
final, subject only to censure, but rarely to reversal. if im-

2 R. properly exercised. When, however, a remission in these 
~~il.: II, cases is founded on a fixed principle of general application 

affecting classes, the effect may be far reaching, but the need 
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for immediate individual action is absent. Such cases should, 2 R. 
therefore, whenever possible, be made the subject of specific 19°9, 17 

legislative enactment, and be excluded from the dispensing 2 R. 8 
1913, power of the Treasury. 

Losses of cash may be placed in the same -category as 2 R. 
overpayments, so far as the authority for writing off is con- ~8~t' 29. 
cerned, though· the consideration of the justification for a '.' 
write-off is dependent on different considerations and causes, 
and is more akin - to that necessary in the case of stores. 
Treasury authority must be obtained-except in so far as it 
has been delegated to departments-and such authority is 
in effect final, though, as in other instances of treasury action, 
subject to the report of the Comptroller and Auditor General 
and the criticism of the Public Accounts Committee. 

A somewhat different class· .of cases in which the public 
suffers loss is that of fruitless or nugatory payments. '. A King's 
nugatory payment is one involving an immediate or formal Regns. 
loss-that is, the payment of money in return for which no ~~e 
service is rendered. It d~es not include constructive loss- 191/' 
that is, cases where due service is rendered in return for the App. 
payment, although, owing to a change of policy, error of. xxii. 
judgment, or otherwise, the service rendered .does not have 
the utility intended.' Thus a payment for stores not de-
livered, owing to the cancellation of the contract, 'Yould be 
a nugatory payment; but a payment for stores delivered, but 
useless owing to a change of pattern having been decided on, 
would be a loss, but not riugatory. Constructive losses of 
this nature do not require to be written off as such. The 
expenditure is a legitimate charge to the vote. 'The policy 5 R. 
under which the money has been expended in accordance 190 9, 19 

with the decision of Parliament is not subject to review as 
a matter of account; and, as a general rule, the account records 
of the department do not furnish such information as would 
enable a correct judgment to be formed upon the economic 
results of that policy.' Parliament, however, has the right 
to be informed as far as possible of any financial loss resulting Cpo 2 R. 
from a change of policy, and the Comptroller and Auditor 19°7,4° 

General would be justified in bringing -to notice any case he 
was aware of, even though the account were in order. 

Mention should be made of a class of losses written off 
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directly by Parliament without any intervention on the part of 
the Treasury. The public works and local loans funds, as created 
by acts of Parliament, are administered by the Public Works 
Loan Commissioners, who have statutory authority to make 
loans at their discretion. When losses occur, they are written. 
off from the assets of the funds in the annual Public 'Loans 
Bill, and the loss to the fund is made good by a parliamentary 
vote. It is only on the taking of this vote that the action of 
the cOIIlIIllssioners can be questioned. Neither the Treasury nor 
the Comptroller and Auditor General can check their discretion 
or question the grounds on which the loans were made or the 
adequacy of the security. Since this is so, it would obviously 
be valueless to require treasury sanction to the write-off. 

Cont,'ot over and Losses oj Stores 

Before concluding the consideration of the functions of 
the Treasury, reference should be made to its control in the 
case of stores-=-that is to say, to the control subsequent to ap-:
pro val for purchase as conveyed by the approval of the esti
mates, except when its authority is necessary as to the method 
of tender, and as to varying the conditions of contracts after 
acceptance. Over the purchase itself the Treasury has no 
control, as that is an administrative act, though, as pointed 
out previously, cases of questionable or extravagant adminis
trationare liable to be reported by the Comptroller and 
Auditor General. Over the custody. of the stores by the 
department, treasury control is limited to general approval 
of the system under which it is carried out. The expense 
of the stores, again, is a matter of administration, in which 
the Treasury has generally no voice, provided it is in 
accordance with the programme of the year, though undue 
depletions of stocks would require explanation if there were a 
possibility of the money provided by Parliament for replenish
ment being utilised on other services. The test audit of 
store accounts established in 1886 has, however, gradually 
brought these ·accounts under more direct treasury control. 
The activities of the Treasury in this connection are 
mainly directed to losses of stores, and to their disposal 
otherwise than contemplated by Parliament. Stores are 
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really cash in another form, and, subject to certain natural 
modifications, it is but reasonable from the public and parlia
mentary point of view that they should be treated on the same 
principles. Parliament in- granting the money to purchase 
stores, does so on the understanding that the stores shall be 
used for the purposes for which they are intended when the 
grant is asked for. Any other application of them is as much 
a misappropriation as if the grant itself were applied to another 
purpose than the purchase of store~. The constitutional Todd. 
principle of parliamentary control over expenditure is equally ParI. 

applicable to gifts in the name of, or on behalf of, the Crown, ~;;8 
whether of stores or money, and public departments are not at 
liberty to give away stores without the sanction of Parliament, 
prior or subsequent. So long ago as I87I, it was pointed out 
that the rule that no public property should be disposed of in 
kind had been one of the most difficult achievements of finan-
cial reform to secure. The most usual justifiable misappro
priation of stores, in the technical sense, is that in which free 
issues are made for charitable purposes. Treasury approval 
is necessary for such· gifts, and the power to authorise them z R. 
is claimed as a prescriptive right, whatever the amount, Par- 1894. 10 

liament being informed by a note in the appropriation account 
under the vote which bore the original cost. This claim is, 
however, disputed by the Public Accounts Committee, which 
says that, • strictly speaking, no such power exists, ... all 4 R. 
that the Treasury really does-by giving a covering sanction 1894. 55 
to such a misappropriation, and directing its record on the 
face of the appropria~on account-is to signify that the circum-
stances were such as, iIi their opinion, Parliament would prob-
ably hold to justify the act.' If the question of urgency does 
not arise, prior treasury sanction should be obtained; but these 
cases usually occur as matters of emergency---such as the grant 
of relief to sufferers by an earthquake abroad, when immediate 
action is necessary. 

It is agreed that it is impracticable to forbid gifts of this Idem. 57 
kind wholly, and if the occasion for an issue does arise, it is 
further agreed that the assistance given should be in the shape 
of avowed and absolute donations. Religious or charitable 
societies should not be assisted by issues of public stores on 
credit. In every case, however, it is imperative upon the 
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departments, whose officers have taken upon themselves the 
responsibility, to repott them to the Treas:ury. If this is not -
done, and there is a failure to make the necessary note on the 
appropriation account, it may happen that the transaction, 
possibly involving stores of considerable value, may not be 
brought to the notice of Parliament at all, since the Comptroller 
and Auditor General's audit of. the store accounts is a test 
examination of a very limited character. 

If the stores do not require replacement no money need 
be voted, and the note is made, as stated, in the appropriation 
account of the department which was primarily responsible 
for the gift. If, however, the stores require to be replaced, a 
parliamentary vote becomes necessary if no savings are avail
able to meet the charge. The value may be advanced by the 
Treasury from the civil contingencies fund to replace stores 
given by a civil department, in which case the vote comes 
before Parliament when that fund has to be replenished
usually in the following year. If this is not done, a supple
mentary estimate is necessary. If the stores are issued from 
naval or military stocks the Public Accounts 'Committee con
siders that, as the service is really a civil service, the replace
ment, if necessary, should be made from civil votes. The 
Treasury, 'however, demurs to such a course on the· ground 
that the effect would be to withdraw the record from the appro
priation account of the responsible department. If, there
fore, replacement is necessary when the gift was made from 
army or navy stores, an army or navy supplementary estimate 
would be necessary if replenishment could not be carried out 
without exceeding the total grant, with or without the exercise 
of the powers of virement. If the Public Accounts Committee 
were to press its view that the .charge should be met by a 
civil vote, it would either be necessary to do so from savings 
or to present a supplementary estimate for the civil vote, as 
an advance could not be made properly from the civil con
tingencies fund, which is limited to purely civilpurposes.1 

1 A case occurred in 1856 in which the Treasury refused to exercise its 
powers of virement for the purpose .of allowing the Admiralty to pay for a 
new service not estimated for, and directed that it should be placed on the 
following year's estimates, while a loan of £10,000 was made from the civil 
!:ontingencies fund to enable' the Admiralty to meet its liability under the 
contract which had been made. Such a use of the fund would, however, 
hardly be permitted nowadays. . 
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Losses, whether of cash or stores, may be considered as 
being due to one or other of the following heads :-

I. Fraud within the department, either alone or in col
lusion with external accomplices. Incendiarism. 

2. Culpable negligence within the department, enabling 
a fraud to be perpetrated from outside. 

3. Defects in the system, errors in accounting or iIiexplic
able mistakes, for which no one can be held or proved to be 
culpable, but which have enabled a fraud t9 be perpetrated. 

4. The same causes leading to an unexplained loss, which 
mayor may hot have been the result of fraud. 

5. Negligence, in varying degrees,. in accounting, or failure 
to comply with regulations, resulting in overpaymep.ts or over 
issues into which no question of fraud enters. 

6. Accidents for which no individual can be held directly 
responsible but which may be du~ to lack of proper precau
tions, bad organisation or similar Causes. 

7. Natural causes such as fire, dry-rot, and the act of God. 
8. Deliberate destruction: 

(a) on sanitary grounds. 
(b) for military reasons. 

As regards losses of stores, the general rule is that treasury 2 R. 
authority is required in all cases to write them off. The cir- 1895, 69, 
cumstances under which and the extent to which the public T.M.· 

purse may suffer through the loss of stores varY greatly, and 
it is therefore but natural that relaxations in the general 
rule should be permitted. It would obviously be of little 
effect to require that treasllry authority should be obtained 
to write off the value of stores lost by an accident for which 
no one was culpable, however great the loss; while on the other 
hand, the necessity of reporting to the Treasury all losses by 
fraud ensures that external control which the Treasury, as 
the department responsible for financial order and systems, 
has the right to exercise. In the former case, equally with 
the latter, however, Parliament must be informed of the loss 2 R. 
by a note on the account; for, whether it is due to avoidable 1883. III 

or unavoidable causes, the public is out of pocket to that 
amount. 

In the case of the civil votes, the Treasury exercises· a 
much closer control than in the case of army and naVy votes, 
and requires that its authority should be obtained for all but 
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minor losses involving no fraud, or those due to uncontrollable 
accident as mentioned below. The loss of naval and military 
stores inevitably takes place on a. larger scale, owing to the 
conditions of service, and the latitude allowed varies in propor
tion to the degree of culpability of the department and its 
servants. The present system of dealing with such losses 
is inainly based on the recommendations made by an inter
departmental committee in 1896, accepted with modifications 
by the Treasury. The first principle agreed upon is that all 

. cases of loss by fraud should be reported to the Treasury. This 
rule was, however, slightly modified in 1907 by the delegation 
to the War Office and Admiralty of the power to write off losses 
by petty theft up to £S. THe fact that it is not possible to 
fix responsibility for the loss on any individual or that a fraud 
is only assumed but not proved, does not relieve the depart
ment of its responsibility for reporting to the Treasury. If a 
loss occurs or stores disappear from some unexplained cause, 
there must be responsibility somewhere, if not directly trace
able to an individual, then presumably to faults in the system. 
In every case of loss or deficiency of stores, the responsibility 
of the officer in charge of the stores is involved. Such cases 
are clearly in a different category from losses occurring from 
natural causes, for which no one can be blamed. 'The fact 
that after full inquiry no one can be held culpably responsible. 
is a reason for the Treasury's consenting to the write-off, not 
for omitting to submit the case to the Treasury: Not only, 
therefore, should all cases be reported to the Treasury in which 
fraud may be presumed, either within or without the. depart
ment, but all those cases in which the loss cannot be explained 
and it is doubtful whether anyone has benefi~ed by it. . 

. Losses due to uncontrollable accident need not be reported 
to the Treasury, whatever the amount, but are brought to the 
notice of Parliament in the store accounts. When such a loss 
affecting the army or navy exceeds £1,000, the department 
is further required to note it in the appropriation account. 
Other losses need only be reported to the Treasury if over £100 

in value net, but all cases of loss over £20 must be reported 
in detail in the accounts. But though losses of between £20 

and £100 are not reported as they occur to the Treasury, they 
are in effect submitted to that department because the appro-
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priation accounts, with their schedules, have to be submitted to 
the Treasury before being sent to the Comptroller and Auditor 
General. The TreaSury is then able to judge whether any of 
the cases set out are such as should have. been submitted 
specially for authority to write off. 

As regards the last heading mentioned above, namely cases 
of deliberate destruction, no treasury authority is required to 
the write-off,as (from the circumstances of the case) the matter 
must be one of policy, administration or military expediency. 
Except in the case of active service, where store accounting 2 R. 
is not carried beyond the depots,all such cases would be brought 1908, 28 

to the notice of Parliament in the accounts, and the Public 
Accounts Committee would therefore have the opportunity 
of examining the causes. 

One further point remains to be mentioned in this con
nection. It frequently happens that a department, on dis
covering a deficiency of stores, at the same time finds that it has 
a surplus of other stores. Though there may be a distinct 
connection between the two discrepancies, owing possibly 
to errors of accounting, it is clear that there may equally be 2 R. 
cases in which there is no such .connection. 'For instance, ~8U' 74, 
the loss of a pair of trousers at the clothing factory would be . . 
in no way accounted for or extenuated by the discovery of a 
surplus wooden leg at Chelsea Hospital: To allow a depart-
ment to set off the value of all its surpluses against the gross 
value of its deficiencies, and to treat the net result only as a 
surplus or deficiency, would have the effect of hiding from 
Parliament many actual deficiencies, possibly involving large 
sums. Only particular circumstances can justify the setting 2 R. 
off of a surplus against a deficiency. Sometimes it is evident ~8~, 30 , 

that goods have been taken on charge, or issued, under a wrong· . . 
denomination, and then, of course, the correlative errors are 
rightly held to cancel each other. But where no relation 
whatever can be established between the· surplus and the 
deficiency, it is hardly justifiable to set off one against the 
other. The justification, therefore, for setting off surpluses 
against deficiencies rests upon the ability to prove correlation 
between the two, and the Public Accounts Committee expressed 
the opinion that, unless such correlation be clearly established, 2 R. 
the one should not be set off against the other by the sole 1895,74 
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authority of the Secretary of State. It is obvious that if a 
store-keeper erroneously charges himself with one description 
of stores instead of another, so that a single mistake causes a 
deficiency of one kind and a surplus of another, the community 
of cause creates a correlation which warrants the set-off of the 
surplus against the deficiency. In such cases it would be 
unreasonable, if not erroneous, to write off the deficiency as 
a loss and to take the surplus on as a gain. The principle 
involved has been accepted and is embodied in the final recom
mendation of the inter-departmental committee previously 
referred to, which lays down that I surpluses may be set off 
against deficiencies of corresponding number and quantity in 
the case· of stores described under the same generic headings 
in the army vocabulary or navy rate-book.' When such sets
off are permissible, the submission to the Treasury would only 
refer to a net deficiency; but in all other cases the gross 
deficiency would have to be dealt with, reference being how
ever made to the amount of surpluses discovered at the same 
time of stores of different categories. 
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CHAPTER V 

THE ACCOUNTING DEPARTMENT 

I. THE MINISTER. 
II. THE ACCOUNTISG OFFICER: Statu!r--Personal Responsibility

. Administration of Votes-General Function!r--The Internal 
System as Affecting Responsibility. -

III. THE ApPROPRIATION ACCOUNT: Date for Rendering the Account
Form of the Account-Account of Votes of Credit-Classifica
tion-Indelibility of Expenditure. 

IV. SUPPLEMENTARY INFORMATION APPENDED TO THE APPROPRIATION 
ACCOUNT: Note!r--Statements and Paper!r--Corresponc;lence. -

v. LoAN ACCOUNTS. 
VI. ORDNANCE FACTORIES ACCOUNTS. 

VII. ACTIVE SERVICE: LiInitation of Power of Control-Safe
guards against Waste-----Other Sources of Danger-Political 
Considerations as Affecting War Preparations in Peace Time. 

I. THE MINISTER , TRUE responsibility consists Qf two elements: power Army 
to act, and liability to be called to account: This Fin., 
second element can only be effective if personal and p. 68 

individual. In fact no control of any description can be satis
factorily secured, unless the system involves a personal respon
sibility entailing personal liability. A department as a whole 
may be held generally responsible for sins of omission or 
commission, but censure on a corporate body is in the main 
ineffective, unless that body is able in turn to fix personal 
responsibility on an individual. The liability to personal 
censure and personal penalties alone can act as a practical 
deterrent against abuse and irregularity. 

In theory this may not appear to be the case when dealing 
with bodies subject to election, or those which are dependent 
for their existence on the confidence of their supporters. But 
here, too, though the acts of the body may 1>e theoretically 
corporate, they are, generally speaking, taken on the initiative 
of one or more particular individuaI members, who are 
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responsiqle to that bo?y, if not outside its circle. The account
. ability of ministers to Parliament, and through Parliament to the 
nation, is the theoretical basis of our modem English constitu-
tion. Constitutionally, the cabinet as a whole is responsible 
for the acts of each of its members; but in practice it is the 
minister himself who is attacked in Parliament. 'Notwith
standing the modem rule of parliamentary government, where
by responsibility is attached to the whole administration for 
the acts of the several members of which the same is composed, 
the ancient rule, that the constitution of this country always 
selects for responsibility the individual minister who does any 
particular act, continues to hold good.' 'The cabinet is 
collectively responsible for the acts of its members, but. the 
minister is individually responsible for the business of his 
office.' In matters of policy deliberately adopted by the 

p. xxxii. cabinet, a vote of censure carried against the government· 
would usually entail the fall of the ministry as a whole, but 
other issues may be solved by the resignation of the minister 

Cpo Gov. more particularly concerned; and herein is seen the personal 
of Eng., . responsibility which in practice rests upon the representative 
i!7e~!;q. of a department. Thus, while the House of Commons controls 

the general policy of the executive through its support of the 
government, it at the same time exercises a perhaps stronger 
control over each separate department by its power of criticism 
of the responsible minister for the acts of his department. The 
function of the House of Commons is ' to exert a watchful but 
general control over the executive government, with a view 
to prevent unnecessary outlay, and to check abuses in the 
public expenditure,' but to the minister properly belongs the 
responsibility of asking for the necessary supplies, and having 
obtained them, of enforcing the strictest. economy in their 
use compatible with the: efficiency of the service. 

It follows, therefore, that on constitutional grounds the 
headship of a department must be a political appointment, thus 
ensuring that direct parliamentary control which is essential 
to secure the personal responsibility of the holder to Parliament. 
Dealing with this point in relation to the War Office and 

R.C. Civ. Admiralty, the Royal Commission on Civil Establishments 
Estal1., said: 'It would be contrary to the spirit and principles of 
I R. 12 our, constitution that the Secretary of State for War and the 
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First Lord of the Admiralty should be other than high parlia
mentary officers holding cabinet office, and owing their position 
to political and not merely to professional qualifications. It 
is no doubt necessary tl~at the highest professional skill should Cpo Rep. 
be at the disposal of these responsible ministers to advise upon Gov., 
military and naval questions; but if such advice and its suffi- p. 245 

cient continuity is provided for, there is no insuperable diffi-
culty in reconciling parliamentary headship and control with 
a completely adequate maintenance of the defensive forces of 
the country. The key of the whole position is to fix the poin.ts 
in both our administrative and executive system to which we 
should attach direct responsibility for expenditure; for while, 
on the one hand, it is most desirable to give an interest in econo-
mical management to as many as possible of the heads of the 
various departments, it is necessary at the same time to guard 
against divided responsibility, which is almost always accom-
panied by extravagance and waste.' The failure on the part 
of one of Gladstone's ministers to appreCiate or act up to this 
personal responsibility was the cause of his removal from 
office, the prime minister observing that I he does not seem Life of 
very thoroughly to understand pecuniary responsibility and Glad
the management of estimates, and there is no doubt whatever ~~OD,:9 
that in his department the present House of Commons will . 4 
be vigilant and exacting, while the rapid growth of expendi-
ture certainly shows that it should be filled by some one capable 
of exercising control.' 

The ministerial head of a department is the final arbiter Cpo N. 
within the department. He is responsible to Parliament Est. 
alone for his actions. His business is not to work his deparl- ~~.iii. 
ment, but to see that it is properly worked. His function is Ba~ehot -
to bring outside sense and outside animatioR to bear upon the Eng. ' 
inside working of his department, to combat the tendency Con., 
to crystallisation of bureaucratic ideas and routine when they ;~~~J; 
conduce to loss of efficiency. But he acts, too, as the protecting Cpo 
buffer between the natural criticism by Parliament of the Anson, 
executive and the permanent staff of the department, who ~on. 
cannot defend their actions personally in the House. For 11. 1. 21

9 . 

this reason the House of Commons should, as pointed out by ~:~s., 
Gladstone, be careful to avoid the cardinal error of treating ccxvii. 
the permanent servants of _ a. public. department as proper 1229 

2 A 
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objects of parliamentary censure. The minister 'is respon
sible for every detail to this House, for all his acts he is 
subject to interrogation, discussion and censure. It is his 
busine~s to surround himself by the best expert advice which 
;tte can secure. It is his business to make himself thoroughly 
familiar with all the details of the vast administrative machine 
over which he has control, '"and it is his speci~ province to 
hold firm the rudder of general policy placed in his hands by 
this House.' 

The above declaration must not, however, be taken to mean 
that he is to himself possess expert knowledge of all the details, 
but rather that he should secure such a general grasp of the 
administration that no detail which might be (or be likely to 
become) important could e~cape his notice, if his attention were 
needed. Precise and comprehensive knowledge of the details 
of his office is not what is required of him. 'It is for his official 
subordinates to supply him with the technical details, and 
generally to look to the business of the department. He brings 
to bear on it the cool matured judgment of a shrewd man of 
the world; he is able to vindicate and explain its doings in 
Parliament and generally to be responsible for it in the eyes of 
the great council of the nation.' 

Bagehot, As an extrinsic chief, he is in a position to guide and control 
Eng. his department on broad lines. unhampered by the narrow 
Con.,. views and traditions which long contact with any single office 
p.200 

is likely to engender. He is,however, but a bird of passage 
who, even durIng his term of office, cannot devote his whole time 

Cpo to the work of his department. It would not be possible, nor 
C.N.E., is it intended, that he should usurp the proper functions of the 
Ev. 2406 permanent heads of the depar..tment. He is a director, but not 

a managing director. He cannot compete with the experts-
those whose lives are spent in the office. If he attempts to 
do so, to exercise his powers in technical matters in opposition 
to the experienced advice of his permanent staff-in a 
word, to rule where he should only control-the result will be 
disastrous. 

This principle holds good as regards both the technical 
and the financial work of the department. In the region of 
finance, however, it is' more especially conspicuous, since· 
the constitutional question of parliamentary control over 
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expenditure is involved. Primarily in order.to safeguard this 
control, and secondarily to relieve the minister of responsi-
bility in accounting, which he cannot reasonably be expected 
to undertake, Parliament provides for the appointment of a 
special officer for accounting for parliamentary grants: I~ 
questions of finance dependent on policy, as well as in the Hans., 
exercise of statutory powers vested in him by Parliament, 3 s ... 
the responsibility of the minister as a member of the cabinet ~~~~11. 
is unimpaired and he is necessarily subject to the control of the 
government as· a whole; but in accounting his r~sponsibility 
is strictly 1iinited, except in so far as he accepts responsibility 
deliberately in special cases in virtue·of his supreme power . 
• The parliamentary chiefs are, of course, in the first instance, R. I8n. 
and generally, responsible to Parli~ment for the orderly ad- T.L. 
ministration of the ,departments entrusted to their charge. I3~3/77' 
The service of the state, however, could not be carried on if :.p~t;me, 
they did not delegate considerable powers to their subordinates. 
Hence, i~ every large department, the permanent officers have, 
and must have, a large discretion in authorising expenditure, 
and means must be found for bringing home to them their 
individual responsibility for the rightful exercise of this power.' 
The head of a great spending department cannot for a moment R.C.Civ. 
undertake his immense responsibilities unless he has at his E~a~~ . 
side a staff able to assure him that his financial directions and ~o8~8 . 
his financial policy are faithfully carried out and obeyed. 
Though the responsibility for administration falls ultimately 
on the ministerial head of the department, it would be, generally 
speaking, neither advisable nor practicable that the responsi-
bility for accounting for the parliamentary grants should fall 
upon him. The temporary character of his tenure of office, and 2 R. 
the burden of his parliamentary in addition to his strictly execu- ~8ll.' Il~' 
tive duties, unflt him for a real and satisfactory performance .' . 
of the duties connected with the rendering of the appropria-
tion account. The appending of his signature to. the account 
rendered to Parliament could not involve that personal re
sponsibility which Parliament is justified in demanding, and 
which provides a guarantee to Parliament of its substantial 
correctness. Nor would the desired object be obtained were 
he to countersign the account after it had been certified 
by one or more subordinate officials. On the other hand, 
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responsibjlity for the proper conduct of financial business can
not be delegated to the subordinate officers who may be placed 
in charge of the departmental accounts. If the accounting 
responsibility is to be real, effective and practical, it must be 
placed not only upon a single officer, but upon one who ' occu~ 
pies a sufficient standing to enable him not only to exercise 
a direct supervision and control over the persons executing the 
detailed business of accounts and book-keeping, but also to 
influence the working of his department in all those respects 
which affect the method of its receipt or expenditure. He 
should also be qualified to represent his department before 
the parliamentary Committee of Public Accounts.' . This 
responsibility so placed upon an officer other than the minister 
is limited, however, to the accounting for the grants. It cannot 
be extended to the amount of the grants, which are matters of 
policy, for which the minister alone must be held responsible. 
Such responsibility he can neither delegate nor repudiate. 
This important maxim was clearly established in 1872 when 
the First Commissioner of Works attempted to disclaim respon
sibility for an estimate, on the grounds that he had been obliged 
by his office to present it to the House with amendments made 
by the Treasury. The nature and limits of ministerial re
sponsibility were then authoritatively laid down by the Prime 
Minister-of the day, and have not since been in dispute. It 
was not, said Gladstone, within the power of a minister repre
senting a department to remove himself from responsibility 
for the public expenditure of that department by saying 
that it had been ordered by the Treasury. The control of the 
subordinate Treasury cannot be so exercised as to modify, the' 
policy of the government or of a minister as a member of the 
government. The Chancellor of the Exchequer alone can so 
act, and in cases of disagreement between him and the minis~er 
the cabinet is the final arbiter. If the minister is unable to 
accept responsibility for the decision of the latter, he has no 
option but to resign; but, if he is prepared to accept the 
decision, he must also accept the ministerial responsibility 
entailed in carrying out the policy, and defend in the House 
of Commons the estimates of his department prepared by 
and based on the experl~nce of his financial advisers as being 
the ne<:essary concomitant's., of that policy. . - .. 

\ . 
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II. THE ACCOUNTING OFFICER 

Status 

The Exchequer and Audit Act, which requires the depart-
ments concerned to prepare 'accounts of the appropriation E. & A. 
of the several supply grants comprised in the Appropriation Act. § 22 

Act of each year: imposes upon the Treasury the duty of decid-
ing which officer of each department shall certify the account, 
and thereby accept the burden of responsibility for it. In- 2 R1872. 
fluenced by the above-mentioned considerations the Treasury 50. T.M. 
decided that, whenever practicable, the permanent head of cp. R.C. 

the department should be nominated for this duty except ~~b. 
in the case of the War Office and Admiralty which have finance 2 R E~. 
branches of their own, not under the Treasury, in which case 10807 

the duty is naturally imposed upon the permanent head of R 1874. 
that branch-the chief financial officer-namely, the Assistant App. I 

Financial Secretary of the War Office, and the Accountant 
General of the Admiralty. In the case of certain civil 
departments also-such as offices of seCretaries of state 
or those presided over by a board-in place of the penna-
nent head the salaried person holding the next highest 
position is appointed; while • in those departments in which 
officers of high standing and performing duties of a strictly 
financial character are included: such officers would be 
nominated. 

These officials are, from their positions, able to certify the 
account ",ith knowledge and to bear the responsibility which 
that certificate entails. Their functions would indeed be 
logically incomplete if they were not to be held responsible 
for the due discharge of financial as of other business trans-
acted in their respective departments. On th~ other hand, the 2 R. 
appointment of such public officers, mainly 01} account of their 1872.5n. 

high and responsible pOsition in their respective departments, T.M. II. 

to render and certify the appropriation accounts, cannot carry . 
",ith it any obligation upon the officer so appointed to be 
answerable for the correctness of the book-keeping, so far as 
that involves knowledge of a technical character; in fact, any 
view of the functions of the accounting officer which makes 
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him a m~re book-keeper is entirely wrong; he is the perma
nent officer in whom finance centres, though this principle has 
never been fully developed in the case of the Admiralty. The 
officer is nominated for the purpose of answering to Parliament 
for the financial administration of the grant for the services 
under the control of his department, and as being primarily 
responsible for the balance in the custody of the department. 
He is not an 'accountant in the technical sense, and need possess 
no technical knowledge of book-keeping or accounts, in order 
~o discharge himself of ,the responsibility which his signature 
implies. In order, therefore, to make clear this particular 
status, the official holding this position is designated the 
'accounting officer.' Such a title denotes the relation in 
which he stands towards Parliament, and at the same time 
avoids ascribing to the position a technical character which 
it is not intended that it should possess. He is the officer, 
in the ~epartment which ,administers the service provided 
for by the vote, on whom the duty is imposed of rendering 
the appropriation account of that vote. The account must 
be signed by him, and he is 'responsible for seeing that the 
expenditure corresponds with the vote and is spent in proper 
fashion. For the amount of the vote which the department con
siders necessary, he is not, in his capacity as accounting officer, 
responsible; for that responsibility rests with the minister, 
as previously stated. So far as his responsibility goes, it must 
be sole and undivided., It cannot be delegated. 'Responsibility 
is null when nobody knows who is responsible. Nor even when 
real, can it be divided without being weakened. To maintain 
it at its highest, there must be one person who receives the whole 
praise of what is well done, the whole bhime of what is ill.' 

Personal Responsibility 

Apart from .technical questions, the personal responsi
bility of the accounting officer is a very real one and is a most 
important factor in the system of parliamentary control. 
It is, however, obvious that no single individual can be ex
pected to have a personal knowledge of every financial trans
action,' or to give a personal decision in every case of doubt. 
He must be dependent in a large measure on his staff, and 
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the efficiency of the system in force. The scop~ of responsi
bility of accounting officers has been defined by the Treasury 
in the following words: 'It is incumbent upon them, before 2 R. 
making or allowing payments, to satisfy themselves, by means ~8l:' 11°' 
of statements duly certified by the officers entrusted with . . . 
the detailed duties of the account, as to the correctness and Cpo RC. 
propriety of the transaction. If they can show that they l1ave ~i~. b 

not acted except on such statements, that they have not 2 ~tE~. 
failed in a due exercise of their own common sense and ad- 10797-

ministrative experience, and that in any case of serious doubt 
or difficulty they have consulted the Treasury, they will be 
considered to have discharged themselves of their responsi-
bility.' 

801 

It would be unreasonable to attach responsibility where 2 R. 
there is no real power of control. 'You do not increase the .f~. 8, 

responsibility of men by simply enlarging the range of their p' 1', 

duties. Rather do you increase their responsibility by re- D~~: 5 s. 
ducing the range.' Whatever control the accoUnting officer xxxvii. 
may and should have over the system generally, he cannot 416 -

personally control the detaile~ execution of that system. R 1911, 
It is true, and must remain true, that, in the main, accounting Ev. 2858 

of all kinds must be based upon the certificates of officers who 
are actually in touch with the facts. The accounting officer 
is obliged to certify the account which he sends on to the House 
of Commons without any personal knowledge of the majority 
of the facts, and therefore he must rely upon the certificates 
of those officers who do know and are in a position to certify Idem, 
to the facts. If he acts in good faith and an irrecoverable Ev. 578 

overpayment results, the Treasury would be justified in 
sanctioning the charge against moneys provided by Parlia-
ment, subject to review by the Public ,Accounts Committee. T.L. 
Even if an irregularity occurs as the result of a serious error 13/3/77, 
of judgment on his part, provided there is no suggestion of Ep~tome, 
mala fides, the tendency would be not to enforce personal p. 9 

1· bil't Cpo R m l~ I~~ 
Cases may, however, arise in which there is a doubt as 

to the financial propriety of a payment. The parliamentary 
head of the department for the time being is in supreme ex
ecutive control and must be the final arbiter within the depart
ment as to the legality of payments, his decision being subject 
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to the will of Parliament alone, to whom he must justify his 
action if' necessary. Since, therefore, the accounting. officer 
may be overruled and ordered to make a payment against 
his own judgment, it is but natural that he should be relieved 
of responsibility for such. payments when included in the 
account which he certifies. In order that there may be no 
doubt as to the onus of responsibility in such cases, a definite 

R. 1882, line of action has been prescribed. 'If accounting officers 
33, T.M., are desired by their superior- officers to order a payment, 
para. which, under act of Parliament, order in council, royal warrant, 
28, 1. 

treasury minute, or otherwise, they believe to be wrong, they 

Cpo 2 R. 
Ig07. 6 

must represent their objection and the reason for it to such 
superior officer in writing. If the order is then repeated in 
writing, they may obey without further responsibility; but 
if the officer directing the payment is not the supreme chief 
of the department, they should ask to obtain the authority 
in writing of such chief before obeying. The responsibility 
is then transferred to the directing officer, who will be held 
personally liable: The Public ,Accounts Committee expressed 
its entire concurrence in these instructions, and stated that 
the Treasury, in enforcing such liability of the accounting 
officer { might rely on Jhe support of the Committee. 

The inclusion in an appropriation account of a payment 
which the accounting officer considers to be irregular can there
fore only be made by him: firstly under protest, and secondly 
under the direct orders of the supreme head of the department. 
Moreover, it is the ministerial head of the department alone 
who can override a protest of the accounting officer as regards 
a payment. He cannot delegate his power to any other officer 
or body. His decision must be a personal one entailing personal 
responsibility, and, in order to preclude any possibility of 
misunderstanding, should be given in writing. That he cannot 
delegate this responsibility was made clear by the Public 
Accounts Committee in 1907, when a question was raised as 
to whether a written protest made by the accounting officer 
against doubtful expenditure, and brought before the Army 
Council by the finance member, could be overruled by a 
majority of that body acting without the Secretary of State, 
or by a majority acting in opposition to the Secretary of State. 
The committee thereupon placed on record its most distinct 
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opinion that, though the order in council which constituted 
the Army Council 'makes a division of certain functions of 2 R. 
the Secretary of State among the members of the Army Council, 1907. 29 

it is the Secretary of State alone who can override a protest 
of the accounting officer as regards a payment: A decision of 
a majority of the Army Council would, as a. corporate decision, 
not carry that personal and individual responsibility which is 
essential. The authority of the supreme head of the depart~ 
ment cannot, however, legalise an illegal payment. It is. 
merely evidence of his conviction that the payment is legiti-
mate, in spite of the opinion to the contrary of his financial 
advisers, and implies that he is prepared to accept respon-
sibility, and justify to Parliament his opinion. 

The same principle precludes an accounting officer from 4- R. 
divesting himself of responsibility by including a payment 1889. 46 

'subject to the Comptroller and Auditor General agreeing 
that it is not irregular or improper: The responsibility 
should not be thrown on the Comptroller and Auditor General 
of discharging duties which are either those of the department 
which makes the payment, or those of the Treasury. to whom 
the department should apply in a case where the authority 
to make the payment is doubtful. Every item inserted in the 
account is subject to review by the Comptroller and Auditor 
General, but the responsibility for the inclusion of the item 
cannot be placed upon him. 

That the responsibility of heads of departments and 
accounting officers in ordering expenditure not permitted by 
superior authority, or in excess of- the authorised amount, 
involves an actual personal pecuniary liability, is a principle R. 1877. 
which has received the concurrence of the Public Accounts 76 

Committee on more than one occasion, and which is accepted R. ~881' 
as an !!ssential feature of the system of control. 55 9 

This personal responsibility is, moreover, not merely limited 
to irregular or erroneous payments, but covers also errors in 
system and procedure. It is his duty to safeguard financial 
order, and therefore he must see that higher authority is 
obtained not only for payments, but for deviations from 
regulations and procedure when such higher authority is 
necessary. Where Parliament provides the special machinery 
of treasury sanction to meet urgent cases 'any departure 
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3 R. from the,authorised practice is open to the severest criticism,' 
~~6MI9, and the Treasury makes it clear that the accounting officer 

. . is personally responsible for guarding against such departures. 

3R. 
1890• 6 
&7 

Cp.2 R. 
1891,15. 
T.M. 

_ Alministration of Votes 

It follows naturally that if this responsibility on the part 
of accounting officers is to be effective, the- duty of accounting 
for votes should be, as far as possible, entrusted to those officers 
who are more immediately associated with the administration 
of the service for which the money is voted, and who would, 
further, in that capacity, be more capable of giving evidence 
before the Public Accounts Committee than another accounting 
officer more remote from the service in question, and not 
closely connected with that department and its administration. 
As a matter of rule, therefore,all expenditure should, when 
possible, be charged to the vote of the department which 
administers the service. One important exception to this 
general principle should be mentioned. It is customary to 
append to the appropriation account of each department an_ 
approximate statement of the value of services rendered by 
one department for ~nother, the cost being left to be borne 
entirely by the administering department; but there are many 
circumstances in which it may be convenient, for statistical 
purposes, to apportion charges between separate votes in a 
more or less arbitrary manner, with the result that charges are 
made against the votes of one department ill respect of a ser
vice which is wholly or mafuly administered by another depart
ment. Instances of -such services are the maintenance of 
public buildings used jointly for county courts and for revenue 
purposes, the charge for which is divided between t~e vote 
for miscellaneous legal buildings and that for revenue depart
ment buildings, an$! the cost of works and buildings divided 
between army and navy votes, even when carried out exclu
sively by the War Office. Whether it is advisable to adopt 
one course or the other as regards any particular service is 
for the Treasury to decide; but it is guided by the expressed 
wish of the Public Accounts Committee that charges should 
not be divided. When it is decided that' division should 
take place, the classification is dearly shown in the estimates 
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and so brought to the notice of Parliament, if the service was 
then known. If the service is an unforeseen one, the Treasury 
would be guided by the special circumstances in deciding upon 
the classification, and would adopt that line which would tend 
most to simplicity and clearness of accounting, in preference 
to a too minute distribution of the charge among the several 
departments affected. The opinion of the Public Accounts 
Committee is that, if additional expense is entailed in performing 
a duty (outside its own sphere) for another department, the 2 R. 
extra expenses ought clearly, in the absence of treasury direc- 1892 , 6, 
tions to the contrary, to be borne by the votes of the depart- & T.M. 
ment for which the service was rendered, and that the fact that 
this might entail the taking of a supplementary estimate by 
that department should not prevent the adoption of the only 
correct course of action. In all such cases the necessary 
information is supplied to Parliament by means of cross 
references in the appropriation accounts when the charge is 
divided up, and by a note against the charge when it appears 
wholly in the accounts of one department. The extent of 
responsibility of each accounting officer is therefore clearly 
seen. 

It is an important principle, both on financial and adminis- 2 R. 
trative grounds, that a service should be administered by the 1879.34 
department which can do so with the greatest economy and ~5 
convenience; and, further, it is a sound rule of accounting that A~\':st. 
the department which administers a service should also estimate Com., 
and account for its cost. It is in accordance with the above I R. 
principle and rule that legal expenses of the different depart-
ments are charged to the law vote; that, so far as administration 
makes it possible, charges for public buildings in Great Britain 2R.1879. 
and Ireland are collected respectively into the estimates of 33, T.M. 
the English and Irish Offices of Works; and that stationery 
services for all departments are administered by the Stationery 
Office. One of the advantages of such a system is the economy Cpo 
resulting from- the ability to make large contracts for many R.D. 
services. In the case of stationery, for instance, the c,onsolida- Est. 
tion of purchases for all depar1:ments enables better' terms ~~;674 
to be secured than if each department were its own purchaser, -81 

resulting in numerous contracts being made, each on behalf of Cpo I R. 
the state, for the same article, with the added danger of enhanced 1907, 21 
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prices as the result of the inevitable competition. The above~ 
mentioned departments administer the services, and their 
accounting officers estimate and account for them, and in 
such cases no' adjustment or repayment is made as between 
the two departments concerned. 

Apart, however, from the advantage gained in increased 
control to the accounting officer by imposing upon him. the 
duty of accoUnting finally for the services which his department 
administers, there would be serious drawbacks in attempting 

. to make any subsequent repayment or adjustment in order 

R. 1882, 
T.M., 
para. 28, 
II. (I) 

to show actual expenditure in the appropriation account of 
the department concerned. The rule laid down by the Treasury 
is to the effect that one department should not pay another 
department for service rendered to it, and also that one de
partment should not repay to another department the cost of 
stores, etc., supplied, when such payment or repayment 
involves duplicate charges on exchequer grants, and payment 
to the exchequer by one department of the amount received 

4 R. from the other. The same principle is applicable in the case 
1909, 7 of transfers of property by one department, which has no use 
3 R. for it, to any other department, which requires such property 
19

10
, 32 -for public purposes. Transfers of this nature should be carned 

out without any inter-<iepartmeI).talpayment. Each depart
ment must be regarded as subordinate to the exchequer"not 
as independent of every other department. Each is an indi
vidual, but not an isolated, square in the scheme of national 

R,1910, finance. A system of repayment for services rendered would 
Ev. 993- tend to create confusion in the national accounts; for money 
1003 would have to be voted twice over, and the whole gross national 

expenditure would thus be fictitiously augmented. Again, 
attempts at accurate adjustment would lead to much inter
departmental correspondence, and possibly to controversy, 
while, finally, there would be increased clerical labour neces
sary for additiona,l accounting, pricing out, and charging. 
The disadvantages would more than counterbalance the 
possible additional advantage to Parliament in being informed. 
in each appropriation account, of the exact cost of each de
partment, of which it now obtains an approximate idea from 
the table of allied services prepared by the Comptroller and 
Auditor General. . It is therefore onJy in exceptional cases 
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that services administered by one department are wholly or 
partially provided for in, and the cost charged to, the vote of 
the department in respect of which it was incurred. 

The object of the foregoing system is twofold. In the first Cpo 2 R. 
place, it secures uniformity by exhibiting in one estimate the 188r, 2, 
expenses of all departments which are of a similar description, & T.M. 
and in the second place, it secures financial economy and a 
strictly faithful appropriation of the public money by throwing 
upon the accounting officer of the administering department 
the responsibility for exercising a proper 'control over it. Of 
these, the latter is the more important and should not be 
sacrificed to secure the former if both are not attainable. An. 
officer cannot be held responsible for expenditure incurred: 
not only without his direction and knowledge, but also by 
officers who are the servants of another department and who 
are in no sense his agents. If, therefore, expenditure of this 
nature is incurred by one department,und,er exceptional cir
cumstances, which would normally have been estimated for, 
and been chargeable to another department, the charge should 
be borne by;the former department, whose accounting officer 
should accept the responsibility, rather than the accounting 
officer of the latter department, which had no voice in the 
expenditure. . 

As distinct from those cases mentioned above, in which 
the service is actually administered by one department as 
part of its normal functions, though for the benefit of another 
department, there remain to be considered the cases of ser-
vices which are performed, but not administered, by one R. 1882, 
department on behalf of another-that is to say, where one T.M., 
department which administers a service makes use of another i;.r(~{8, 
department to execute it. No advantage is to be gained by 
needlessly charging the cost of a service adrUinistered by one 
department to the vote of another department which merely 
acts as an agent for carrying it out. In such a case, the 
administering department estimates and accounts for the ser-
vice; and the agent department, when circumstances permit, 
simply certifies to the correctness of the charge and sends the 
bill for payment to the department on whose beh8Jf it· was 
incurred. If this is inconvenient or impracticable, the agent· 
departm~~t J>a~s for the service and secur~s repayme!lt, 
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charging ~he expenditure temporarily to the account of the 
other department. No question, therefore, arises in these cases 
of a double charge to the exchequer, 

A similar principle is involved in the case of stores. The ac
counting officer who is responsible for the vote from which they 
are purchased should also be responsible for their keeping and 
use. He may not be able to supply the technical evidence, as 
to the accounts, before the Public Accounts Committee, but he 

R.C. Civ. is generally responsible for the correctness of them. Such re
E~ab., sponsibility should not be divided. 'A proper financial system 
I ., 100 should embrace all accounts, whether cash or stores, and should 

be administered by one officer, whose business should be finance 
and nothing else.' In the case of the Admiralty, however, 

Cpo I R. the responsibility of the accounting officer is, in this respect, 
190 7, 25 more divided, as indeed it is. in other respects. The position 

and independence of the Accountant General of the navy is, 

C.N.E. 
Rep., 
p. iii. 

Cpo R.C., 
Civ. 
Estab .• 
IR., 95 

in fact, far weaker than is that of the Assistant Financial 
Secretary of the War Office. 

General Functions 

Apart from the question of irregular payments, there are 
other points on which the accounting officer is liable to be 
overruled by the head of the department. The former is 
primarily influenced by financial and economic considerations. 
The latter is necessarily responsible for the general adIninistra
tion of his department, the needs of the public service, and, 
in a word, the policy of the government as it affects his depart
ment. It is the duty of the accounting .officer to bring to 
notice the former considerations and to state the financial 
effect of all proposed administrative action; but it rests with 
the responsible minister, primarily, and the Chancellor of the 
Exchequer and the cabinet, ultimately, to weigh those" con
siderations in the balance with the needs of the public service. 
If the money available is insufficient to carry out all the 
services, it rests with the administrative authorities to decide 
the relative importance of each and the due precedence to 
be given to them, after full consideration of the financial 
effect as submitted by the accounting officer. To the approved 
policy of the government the accounting officer cannot object, 
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for departmental finance is not the master but the hand~ W.O. 
maid of administration; but within the department he is ~e~~~~. 
responsible for enforcing economy, in so far as that is practic~ § ~.,para: 
able without conflicting with the public requirements, and II 
it is his duty to criticise all proposed expenditure from the 
standpoint of cost, and, so to speak, to put on their defence 
all the professional officers when suggesting new forms of 
expenditure, just as he in his turn is put on his defence when 
putting forward proposals for increased expenditure to the 
Treasury. He is not responsible "for matters of policy, but 
he is responsible for seeing that the money voted is properly 
spent. In a word, subject to being overruled on grounds of 
policy, he is generally responsible for the economy and financial Cpo 

regularity of the department. It is his duty to call attention~N.E. 
to all expenditure which has become obsolete, to guard against p.e8i: 
financial irregularities, and generally to see that the money 
voted is expended in accordance with the intentions of Parlia~ 
ment. He provides, from inside the department, that check 
on extravagant expenditure or methofls which is similarly 
exercised from outside by the Treasury through him; whUe, Cpo R.C. 

further, the permanency of his tenure of office ensures the. ii~. b 
existence of continuous financial criticism independent. of 1 ~~ 96 
changes of ministry and of the varying phases of public 
opinion. 

Upon his relations with the Treasury, and the ungrudging 
assistance which he is able to afford, the efficiency of treasury 
control must mainly depend. He should forestall treasury
objections rather than allow them to be raised as a result of 
the Comptroller and Auditor General's examination. His 
aim should be identical with that of the Treasury-the pro~ 
motion of economy and financial regularity, subject at all 
times to the primary object of efficiency. Control is based 
on knowledge. He, from his position, is able to obtain the 
knowledge, and it is his duty to place it at the disposal of 
the Treasury freely and impartially. In order to enable him 
to discharge his duties efficiently it is clear that he must not 
only be acquainted with the expenditure after it has been 
incurred, but that he should also be consulted on all matters Cpo 1 R. 

involving expenditure, and be kept fully informed of the 1883, 13 

course 'of the expenditure. not only of that incurred centrally -20 
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but also of that incurred by all sub-accounting officers. He 
will thus be able to watch the general flow as compared with 
the original estimates, to control it and to regulate it, to 
obtain early information as to the possibilities of a supple
mentary estimate being required, and generally throughout 
the year to so keep in touch with the financial transactions 
as to be enabled to accept th~ responsibility for eventually 
certifying the account. Although in the case of the army and 
navy the Appropriation Act sanctions the application, if 
necessary, of the surplus of one vote to meet the deficiencies 
in another, provisionally, yet the distribution of charge of 
actual expenditure amongst the several votes may not be 
able to be accurately ascertained immediately, and it may 
not be possible within the year to obtain the necessary 
treasury authority to the virement eventually found to be 
necessary; but the expenditure, as a whole, must be 
watched within the year in order to see that the parlia": 
mentary provision is not exceeded. The accounting officer 
is further responsible for seeing that the expenditure cor
responds with the vote, and he must be able to explain all 
variations. 

The Internal System as Affecting Responsibility 

The personal responsibility of the accounting officer 
necessitates a system within the department which will safe
guard him personally and at the same time safeguard the 
. constitutional principle of parliamentary control. The 
essentiaf feature of the system in this respect is that there 
should be no authority within or under the department, which 
has power to order or conduct expenditure without its coming 
to the notice of the accounting officer for financial review, or 
contrary to the regulations as interpreted by him. This 
important maxim of parliamentary control was emphasised 
in 1905 when, in the case of the army, on the formation of the 
army accounts department, it was sought by an army order 

1 R. to place the accounting officer's representative in the com-
190 5, 30 mands directly under the orders of the general officer com-

R manding-an officer not responsible to the accounting officer .191 0, . 
Ev. 1077 ~ such. The Public Accounts Committee at once pointed, 
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out that the step, which has been referred to as ' a new and Bowles. 
insolent attack on parliamentary control of expenditure,' ~at. Fin. 
gave rise to doubts as to its consistency with t~e constitutional ;r~e!:i 
control of Parliament over public expenditure, and affirmed 
the necessity for maintaining unimpaired the established 
system of accounting to Parliament for the application of 
public moneys to the purposes for which they are intended 
by Parliament to provide. The point was emphasised still 
more strongly by a declaration that ' neither can the existing I R. 
system of parliamentary control be altered, nor the strict 19°5. 30 

responsibility attached by it to the accounting officers 
appointed to carry it out be removed, otherwise than by 
Parliament itseU: 

The constitutional position was then clearly defined in the 
following terms :-

I. The duty of accounting for moneys received, expended, 
or in hand, and the responsibility for them, lies upon the chief 
accounting officer of the department. 

2. The authority over and the responsibility for all sub
accounting officers belong to him. 

3. No pait of that authority or responsib:yity can be 
diverted from him to any other person whatever. 

4. In all matters of account, and of payment or receipt, 
whether matters in dispute or not, the sub-accounting officer 
is authorised and required to communicate directly with the 
chief accounting officer. 

As a result of this opinion of the Public Accounts Committee 
and clear definition of the constitutional aspect, an amend-

Cpo H.C. 
39/1917. 
pp.20-22 

ing army order was published, so regulating the respective I R. 
positions of the general officer commanding and the local f~' 3C

• 

representative of the accounting officer ll.s to ensure that c' . R 
no payment out of army moneys should be allowed except 1~~1. 2: 
by the officers of the accounting officer, acting under powers T.M. 
delegated to them by him, and subject therein to no authority 
other than his. But just as in the War Office the accounting 
officer may be overruled by the Secretary of State, if ~ his 
opinion the financial view is incorrect or will militate against 
efficiency, so, too, the local military authority may accept 
personal responsibility and overrule the local sub-accounting 
officer, in order to secure immediate payment, if considered 

liB 
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necessary in the interests of the public service, subject to 
appeal to the superiors of each at the War Office. Thus the 
constitutional principle is safeguarded, while at the same time 
the risk is minimised of the public interests suffering through 
financial objections. 

The committee reverted to the subjed in I908, and again 
placed on record a strong expression of opinion on the con
stitutional ·position. 'Under no circumstances,' it stated, 

2 R. ' should any change in the administration of the War Office 
1908,39 be permitted to impair the independence of the accounts 

branch, or to lessen the direct financial power and responsi-
bility of the accounting officer and his staff. As Director 
of Army Finance,l he is charged with advising the adminis- -
trative officers at the War Office, and in commands, Qn all 
questions of army expenditure. As accounting officer, he is 
the sole judge of whether army expenditure should or should 
not be allowed, and nothing but the authority of the Secre
tary of State, given personally and expressly in writing under 
his own hand, can discharge him of this responsibility. Your 
committee regard this independence and undivided responsi
bility of accounting officers as essential to the proper dis
charge of their duties, and to the maintenance of effective 
parliamentary control over military administration and 
expenditure.' The same principle holds good in the case of 
accounting officers of other departments. 

The point is of special importance in the case of a depart
ment such as the War Office in which local audit constitutes 

R. 1910, part of the system, for then this audit becomes the final audit, 
Ev. 1077 so far as the department is concerned. If the auditor of the 

expenditure, which is ordered to be incurred by the local 
executive authority, were responsible to that authority which 
is not answerable to the accounting officer as such, the responsi
bility of the latter would be weakened. It is therefore essential 
that there should be a direct channel of communication and 
chain of responsibility between the local sub-accounting 
officer and the accounting officer. 

When the army accounts department was ,reorganised 
2 R. in I909 and the army pay department reconstituted, the 
1910, 19 Public Accounts Committee again raised the question as to 

. 1 Now styled Assistant Financial Secretary. 
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whether due precautions had been taken for the maintenance 
of the conditions of parliamentary control, the possibility 
being that the persomiel of the army pay department, being 
military, might therefore be directly under the orders of, and 
responsible to, the local military authorities and deprived of 
a direct channel of communication with the accounting officer. 
The Treasury, however,· assured the committee that, before 2 R. 
consenting to the reorganisation, it had satisfied itself that no 1910. 19. 

change was being made which might have the effeGt of impair- T.M 
ing the financial responsibility of the chief accounting officer 
in accordance with the recognised principles for securing 
parliamentary control over expenditure. As a matter of 
financial principle, the new system was preferable to the old, R. 1910, 

for, .whereas the army accounts department was a self-auditing Ev. 694-
department, the same body of men both conducting the 5 
expenditure and passing the accounts of it, under the 
new system a separate personnel was provided for audit 
duties. 

In the case of the Admiralty, the principle is to some 
,extent relaxed, though without any loss of control in practice. 
The Public Accounts Committee recognises that the circum- 2 R. 
stances of the navy are in some respects exceptional. The 1910, 18, 

accounting officer's representatives must, for disciplinary &T.M. 

reasons, be under the orders of the .captain of the ship, and 
financial objections to expenditure ordered by him must 
be forwarded through him. Actually, therefore, an executive 
official is interposed between the accounting officer and his 
local sub-accountant, and the accounting officer has not 
that ' authority over and responsibility for all sub-accounting 
officers' which, strictly speaking, he should have and which 
exists in other departments. Theoretically the position 
involves two difficulties. In the first place, the accounting 
officer may not become personally aware 01 the particulars 
of financial transactions which appear in the account, and, 
secondly, expenditure may be incurred which he cannot allow 
and to which he has not had the opportunity of objecting 
in advance. Though the naval accountant officers have full 2 R. 
right of access at all times, through the recognised channel, 1910, 18 

to the Accountant General of the navy, and have full power 
of communicating to him their doubts as to the propriety 
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of any payment they may be ordered to make, it may happen 
that their representations might be influenced by the fact of 
their submission through the officer against whom they may 
be said to be directed. They might be deprived of that free 
expression of opinion which direct communication with the 
accounting officer would permit, and to which the latter is 
entitled in view of his personal responsibility. The first 
objection, however, is diminished by the fact that all accounts 
are audited at the Admiralty, and such audit may be trusted 
to bring all proper questions before the notice of the accounting 
officer personally, when by further communication, if necessary, 
he will be able to inform himself more fully of all the facts 
and circumstances of each case. As regards the second 
.objection, a great pecuniary responsibility is placed upon 
the captain of a ship in regard to expenditure which he may 
order; while at the same time his powers are closely guarded 
by regulation, and any excessive or improper expenditure 
which he authorised would be disanowed against him person~ 
ally. Thus, though the system possesses features which are 
objectionable in theory, it is one which is necessitated to meet 
the conditions of the fleet, and in practice provides for the 
proper control of payments and their subsequent allowance 
by the Accountant General only after due" examination 
by him. 

In all departments executive officers are bound to send on 
financial questions to a financial authority, even though it 
may be considered that no financial objections can be allowed 
to overrule the requirements of the public service in the case. 
On no other basis is there any sufficient security for economical 
administration than this principle alone-that every demand 
for expenditure should be subject to the criticism of the proper 
financial authority, the final decision resting, where necessary. 
with the responsible minister. The accounting officer must 
necessarily be kept fully informed of transactions which are 
intended to be incorporated in his account, in order that he 
may take steps to have them sanctioned by higher authority, 
if necessary, or. if he considers them irregular, to have them 
removed from the account or supported by the order of the 
head of the department. Further, while the system is such 
that no extraneous authority is interposed. it must ensurt: 
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that no authority subordinate to the accounting officer is able 
by its action to undermine his responsibility. His direct 3 R. 
and personal responsibility for the due expenditure of public 1903. z, 
money must be maintained, and none of his subordinates should T .M. 
be able to issue instructions which involve expenditure, if such 
expenditure is not clearly covered by warrant or regulation, 
without previous reference to him. The power to authorise 
legitimate expenditure is on a different footing. Some delega. 
tion of power is essential in order to avoid undue centralisation. 
'The same person or body may be able to control everything, Rep. 
but cannot possibly do everything; and in many cases its Gov., 
control over everything will be more perfect the less it per- p. 89 

sonally attempts to do.' Devolution, accompanied by wise w.o. 
supervision, is the test of a gqod administrator. The extent Reconst. 
to which delegation is carried must be at the discretion of r;~ III. 
the accounting officer whose responsibility remains. Neither para. 7 
devolution to local audit nor delegation of authority to subordi- 3 R. 
nates can affect the position in which he personally stands to 1904,2, 

the House of Commons. He is the official responsible for T.M. 

ensuring that all expenditure, which requires higher authority 
than that of the department, is sanctioned before it is included 
in the account; and in the case of the army and navy he adds 
a certificate to the account to the effect that, to the best of his 
knowledge and belief, no part of the expenditure has been 
incurred without authority superior to that of the department 
-in cases where such superior authority is required by the 
regulations.1 Inasmuch, however, as it may be impossible 
in many cases-especially abroad-for the accounting officer 
to be approached before the expenditure takes place, the 
personal responsibility of the administrative officer must be 
a real one, and this is fully recognised by the Public Accounts R. 1887, 

Committee. 'Authorities entrusted with public money must 96 

remember that, on ordering any unusual and exceptional 
expenditure on their own responsibility, they incur a personal 
liability.' To this all officers, of whatever rank, are equally 
subject. If such expenditure, is ordered by an administrative 

I A recommendation to this effect was made by the Public Accounts 2 R. 1867 

Committee in 1867, but it was cancelled in the case of the army in 18n, the R. I877, JJS 
Public Accounts Committee considering that the Comptroller and Auditor 3 R. '903, 2 
General's audit of authority rendered it unnecessary. It was reimpCsed 3 R. 19°4. , 

in 1903 at the wish of the Public Accounts Committee of that year. 



Cp.2 R. 
1895.56 ; 
3R. 
1895. 28 
Cpo 
6R. 
1902 

·Cp.2 R. 
190 7.42 ; 

3 R . 
190 7.19 

374 PARLIAMENTARY GRANTS 

officer and'objected to by the accounting officer, it rests with 
him to disallow it against the officer who ordered it and exclude 
it from the account, or to include it under protest on the 
order of the supreme head of the department. A fortiori 
does personal responsibility rest upon sub-accounting or 
other officers whose negligence or failure to comply with 
regulations results in loss to the public; and such responsibility 
must also rest upon an officer if he fails to take the due pre
cautions which it may be his duty to take and loss by the 
fraud of a subordinate occurs. On this point the Public 
Accounts Committee holds strong views, and considers that 
if the regulations contemplate a. pecuniary liability, such 
liability should be a real and not a nominal one. Again, in 
the prevention of waste there must be a personal responsibility 
attaching to the officer in control, whose duty is to safeguard 
the public purse not only in cases of irregularities, negligence, 
and fraud, but also against extravagant or wasteful methods 
of administration. The fact that such may be carried on 
without any technical financial irregularity or breach of 
regulations cannot acquit him of his responsibility for discover
ing and preventing it, and he cannot shelter himself by the 
excuse that he depended on a subordinate. to bring it to notice. 
Even in cases where no question of fraud or loss arises, an 
officer whose duty it is to prepare and render accounts must 
be held personally responsible for their strict accuracy; for, 
subject to subsequent examination, they will be incorporated 
in the main account which the accounting officer will have to 
certify-often without direct knowledge of their correctness. 
Any adjustment made for such a purpose as effecting agree
ment between the expenditure and the estimate is practically 
a falsification of accounts, though no fraud may be involved, 
and is a most serious irregularity. So, too, in the case of 
certificates'given by officers throughout the public 'services, 
and on the correctness of which the accounting officer has to 
rely so greatly. An officer, of whatever rank, who signs a 
certificate is personally responsible for the facts certified to, so 
far as it is his duty to know them or to the extent to which 
he may reasopably be expected to be aware of them. The 
fact that a certificate is printed can be, no justification for his 
signing it unless it represents the facts of the case. If in its 
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printed form it does not so represent the facts it is his duty 
to make any necessary amendment which will call attention to 
the deviation, and so to give the accounting officer the 
opportunity of deciding whether the amendment covers 
requirements . 

. The controi of the accounting officer must necessarily be 
primarily exercised by the issue of departmental instructions; 2 R. 
for persons usually err through ignorance rather than inten- 1884,95 

tion. Such instructions are peculiarly necessary when indivi- :f.~. & 
duals or bodies are entrusted with the expenditure of public 2 R. 
money for special purposes which do not come within the 1885,55, 
ordinary ambit of departmental routine or within the pur- & T.M. 
view of the normal sub-accounting officers. In such cases 4 R~ 
it is incumbent on the accounting officer to issue special 1902

, 9 
instructions to safeguard his personal liability. 

The extent to which departmental expenditure is con
ducted economically, as distinct from regularly, must in 
a great measure depend on the system of control exercised, 
and on the personal qualifications not only of the officials 
at the head of the department, but also of those who are away 
from headquarters. I Expenditure of a most useless and A~my 
wasteful kind may be perfectly in accordance with regulation, Fm., 
while on the other hand very good business may be done though P·7

2 

regulations are ignored.' It is in fact possible to conduct R.E.C. 
expenditure entirely in accordance with regulations, without ~:.4g91 
doing much in the way of economy. A system of control 
which is too much centralised, or too much formularised, .is 
liable to create a feeling that there is no necessity to look for 
or suggest economies locally, as everything possible will have 
been done by the central .authority. It tends to discourage 
initiative. It puts forward regularity ot accounting. as the 
only object to be aimed at by the local officials. Thereby 
it is true that the accounting officer is safeguarded; but it is 
equally his ,duty to safeguard the public purse not merely 
by securing that the money spent is spent regularly, but also 
that no more is spent than is necessary, To allow greater 
freedom to the local authorities may in some cases involve 
loss; but if it encourages initiative and intelligent action it 
may, and probably will, result in many economies which 
would otherwise not be suggested or occur to the central 
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authority. Demanding' a rigid adherence to elaborate regu
lations 'may effect small savings, but does not, and cannot, 
secure real economy'; for if money is doled out ,in compart

paras·7 ments, and no discretion as to its allocation is permitted, 
& 8 savings are not likely to accrue. The system of paying re-

ward.s to inventors and giving gratuities to those who suggest 
improvements in the ordnance factories, of whatever grade, 
encourages enterprise and brings to notice ideas from which 
the public gains. Suggestions for economy in administration 
may be equally prolific of gain to the public purse, but the 
chances of reward for such are infinitesimal. It is the hope of 

cpo RC., reward which sweetens labour, and the subordinate who knows 
ii~. b he has nothing to gain by going outside the regular routine, 
2 ~~ E~. will seldom trouble to do so. A good system which aims at 
18265 economy as well as regularity should provide for the en-

couragement of every official, however subordinate, in effecting 
economies and seeking occasions for them. The Public 

2 R Accounts Committee draws attention to this very point in 
1916,45 its most recent report, observing that, in connection with the 

proper use of rations, though. many units of the army and 
individual officers took a great interest in preventing waste, 
yet 'there was no system under which special recognition 
was given to their good work either in the command to which 
they were attached or by the War Office.' It will always 
remain true that a system which relies solely upon the pains 
and penalties of disciplinary action to prevent irregularities, 
but fails to encourage its administrators to rise above the bare 
safety level, will never conduce to real economy. But, on 
the other hand, there is an essential connection between effi
ciency and control of expenditure, which is frequently over
looked or not appreciated by the administrator, who may 
find his proposals blocked or modified by the effect of financial 
criticism. The financial authority is not, primarily, concerned 
with efficiency, for that is essentially the field of the 
administrator; but, indirectly, the operative effect of financial 
control is to secure efficiency by its tendency to promote 
economy, for the amount of funds available is limited, and 
economy means th~~roduction of the highest efficiency on 
a given sum. Fina cial control, therefore, while exercised 
by the accounting 0 cer primarily from the parliamentary 
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point of view, is in fact exercised no less in the interests of 
" the spending administrator himself. A more full appreciation 
of this truth would reduce the number of grievances which 
administrators in the various public departments may 
labour under as a result of what they consider arbitrary 
and unintelligible action on the part of the financial 
authority. 

There remains now to be considered the question of the 
nature and extent of the departmental examination of accounts 
which is necessary to safeguard the personal liability of the 
accounting officer. It has been argued in the past that as 
the accounts are audited by the Comptroller and Auditor 
General any prior examination within the department is 
an unnecessary duplication of work and might be dispensed 
with. It is true that the Comptroller and Auditor General 
audits the accounts of civil votes in detail, but he only makes 
a test audit of army and navy votes; but even if he audited 
the latter in as great detail as the civil votes, this would be 
entirely immaterial to the question. Such an argument 
as the above ignores two most important principles: that of 
the constitutional status of the" Comptroller and Auditor 
General, and that of the person3.I responsibility of the 
accounting officer. 

No properly organised system of accounting, whether public A. Est. 
or private, relies upon the audit of the accounts alone. It ~m .. 8 
provides also for an internal examination to secure accuracy in & ~~~~ 
the accounts as presented for audit. The term audit may also, 
under certain conditions, be correctly applied to this internal Cpo w.o. 
examination, and hence confusion has been apt to arise, when Org. 
dealing with parliamentary accounts, as to the existence of R. 46 

a double audit. It is therefore advisable to be clear as to the 
meaning of and distinction between the terms. Audit implies 
an examination given on behaH of an external authority, 
having the right to call for evidence to satisfy itself that the 
expenditure has been correctly carried out; it is an examina- R.C. Civ. 
tion on behalf of a superior controlling body, to ascertain that Estab., 
the body or individual entrusted with a particular expen- ~;:,~ Ev.. 
diture has conducted that expenditure in accordance with 
the wishes of the controlling authority. Examination is that 
whic;h is given by the department itself on behalf of the head 
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of the department to see that its own orders are du1y kept, 
and that its own expenditure is conducted with due regularity, 
economy, and thorough propriety; it is given for the purpose 
of satisfying the person responsible for the money that the 
money he has expended has been rightly expended by him, or 
his sub-agents, before he renders his accounts. The examina
tion is carried out for the head of the department and his satis
faction, but it provides no control over or check upon him; the 
audit furnishes the check upon the head of· the department 
himself, and it is there that the difference of principle comes 
in. Examination and audit may be alike in practice to a 
certain extent, but the principles are wholly distinct. So far 
as the public accounts of parliamentary grants are concerned, 
the audit is carried out by the Comptroller and Auditor General, 
the external authority acting on behalf of the controlling 
authority-the House of Commons-and the examination 
is carried out by the departmental officers on behalf of the 
ac,<ounting officer. 

Within the department again, however, the term audit 
may be and is properly used to designate the final examination 
given on behalf of the accounting officer to the accounts of 
sub-accountants, which will have been examined by them as 
to their correctness before submission for that departmental 
audit. The term is then .correctly used; for the departmental 
auditors are the authority external to the sub-accountants 
acting on behalf of the controlling authority-the accounting 
officer. From the point of view of the Comptroller and Auditor 
General, however, this departmental audit wou1d be technically 
an examination· and not an audit, and it has been suggested 
that, in order to prevent a confusion of terms, it shou1d be so 
styled. 

Any attempt to remove this ex~mination to the audit 
office, or to replace it by the Comptroller and Auditor General's 
audit, would necessarily entail one of two evil resu1ts: it wou1d 
either relieve the accounting officer of his responsibility or it 

Idem, wou1d make the Comptroller and Auditor General depende.nt 
EV·3 194 upon the accounting officer; while it has also been argued that 
-5 the effect might be the reverse, making the accounting officer 

entirely subservient to the Comptroller and Auditor GeneraL 
When the suggestion was first made in 1876, the Treasury 
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immediately opposed it, stating that it 'rested on a vicious 3 R. 
principle. It would in fact relieve those great officers (the ~876,~ 
Secretary of State for War and the First Lord of the Admiralty) T~~: 1., 

of a most important part of their responsibility. As adminis- 20/3/76, 
trators they are bound to see that the services which they direct pa.ra.. 24 
are duly maintained, and that the expenditure incurred for 
that purpose is duly and orderly met. The proposal is open to 
the further objection that it would inix up the Comptroller 
and Audi tor General in the work of administration-a confusion 
of functions that could not fail in the end to impair his quasi-
judicial functions. It is his business to examine the com-
pleted accounts of the executive government. and to report 
upon them to the House of Commons. It is not his business 
to prepare or complete those accounts for the satisfaction of 
the executive government.' Such, indeed, is a basic principle Dicksee, 
of all auditorial work. In commercial audit it is no part of. P·33 1 , 

the auditor's duty to prepare accounts, but to examine and. footnote 

report upon those prepared by, or on behalf of, the directors. 
The Public Accounts Committee has expressed an equally 

strong opinion. 'The accounting department: it said, 'is 3 R. 
solely responsible for its own accounts, and is bound to satisfy 1888,48 

itself of their accuracy before SUbmitting them to the Comp-
troller and Auditor General, who examines and audits them 
not on beh,alf of the accounting. department, but on behalf of 
Parliament. It would be a grave inistake, therefore, for any 
accounting department to think that any action by the Comp-
troller and Auditor, General could relieve it of its own duty 
of departmental examination of accounts.' Strong objec-
tion to similar proposals, when again put forward in I887 and 
I888, was also taken by the Comptroller and Auditor General 
as to the effect which their adoption would have on his status 
and position. He pointed out that 'to transfer the respon- A. Est. 
sibility for the examination of the sub-accountants' accounts ~om., 
to the audit office, instead of retaining it in the Secretary of v. II45 

State's department, would be to take away from him his position 
as an independent officer of Parliament, and to make him 
practically a subordinate of the Secretary of State-an entire 
weakening of his position as an officer of the House of Commons.' 
While, however, the Permanent Under Secreta,ry of State for ~~~'22-
War and the Accountant General of the army of the day 3 
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A. & N. approved of the proposals, the Accountant General of the navy 
Est. correctly took the opposite view. He observed that there was 
~~~~'942 no double audit, but that the preliminary examination was 
-3 the proper control which the Admiralty should have over its 
R.C. Civ. disbursing officers. 'Parliament gives the Admiralty a sum 
Estab., of money to expend, and it is only right that that department 
~~~~:.. should, through its own officers, examine in the first instance 
1235, & the account which shows how that money is expended. The 
5908 Comptroller and Auditor General audits that account from 

w.o. 
Org., 
R.44 

a parliamentary point of view, in order that he may report 
whether the regulations laid down by the Admiralty and by 
the Treasury have been complied with.' 

The proposal was again put forward in IgoI, as regards the 
War Office, to the committee on war office organisation, which 
upheld the previous decisions. 'The Secretary of State is 
responsible,' it reported, 'for the proper expenditure of the 
money voted for his department, and must discharge that 
. responsibility through his own officers and regulations; while 
the Comptroller and Auditor General is an independent 
authority, responsible to Parliament alone, and expressly ap-

Idem, pointed for auditing the public accounts.' This is the keystone 
Ev·3 I 93 of the scheme 'for public accounting. The departmental 
C.N.E., examination, moreover, differs in degree in one :respect from 
Ev. II80 that of the official auditor, for it is also an audit of control. 

The department can give orders as to expenditure. The 
Comptroller and Auditor General cannot order that expendi
ture either shall or shall not be incurred. He accepts the 
vouchers, and can only intervene after action has been taken. 
The departmental examination includes not only audit in the 
usual sense of the word, but a:lso the examination of expenditure 
with reference to the regulations by which it is controlled, as 
does also the Comptroller and Auditor General's administrative 
audit, though it goes further than the latter in controlling 
proposed expenditure in advance from this pomt of view. 

Apart from the question of the constitutional position of 
the Comptroller and Auditor General it is obvious that the 
personal responsibility resting upon the accounting officer 
for the correct expenditure of the grants, and the necessity 
for his having to certify the account, demand that the depart
mental examination conducted by him and on his behalf should 
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be detailed and thorough. The system of such examination 
must necessarily vary in different departments to suit the 
varying conditions, but the fundamental prin:ciple remains 
the same in all. The examination must be such as the 
accounting officer can rely on for the purpose of enabling 

- him to safely sign and present the account. 

III. THE ApPROPRIATION ACCOUNT 

Date for Rendering the Account 

Since the grants made by Parliament are for the service 
of the year only, and cannot be otherwise applied, an annual 
account is necessary. The Exchequer and Audit Act requires E. &A. 
that these accounts shall be rendered by all departments to ~ct"A 
the Comptroller and Auditor General on 30th November in ch. 

each year, except in the case of the army and navy,l the 
accounts of which may be rendered a month later. ,But though 
tllese are the staJutory limits, it is important that the accounts zR. 
should be rendered at as early a date as possible in order that 1888,51 

audit may follow closely upon the transactions of the account, 
and to provide the Comptroller and Auditor General with 
ample time for the preparation of his report, which must be 
presented by a fixed date-31st January. 

In the case of those civil votes which contain no payments 
outside the United Kingdom, the Treasury is of opinion that 
they might readily be rendered by the 30th September. For 
the accounts of the army and navy more particularly, and Cpo R 
~f other services which necessarily include payments made l865, 
abroad, an extended period is necessary in order to enable pifa: ~~, 
~ complete account to be prepared. Though the financial note E 

year ends on 31st March, a further six months elapses before 
the account is finally closed, to enable the accounts of all sub
accountants and agency accounts to be .rendered, examined 
and incorporated in the account. Such accounts, however, 
can only include payments and receipts which occurred 
during the financial year. The final six months isa period 
for examination and booking alone. 

1 The date fixed by the act for the navy is 30th November, but the 2 R. 1870, 7 
Public Accounts Committee, with the concurrence of the Treasury, extended 
it to 31St December in 1870. 
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So far as the army and navy are concerned, the annual 
appropriation account is the only account rendered as a com
plete account to the Comptroller and Auditor General, though 
he has access to the periodical accounts, and by his continuous 
audit is kept in touch with the course of expenditure. In 
the case, however, of each civil service and revenue department 
vote, the accounting officer is required to render to him 
periodical a~counts, monthly or quarterly as may be directed. 
Such accounts are not appropriation accounts, but abstracted 
statements of cash transactions during the period of the . 
account, of those of the previously expired period of the 
financial year, and of those of the combined periods. They 
show, moreover, the amount of the parliamentary grants voted 
and the balance unspent at the beginning and end of the 
period. They are accompanied by all the necessary vouchers 
and authorities, and therefore supply the Comptroller and 
Auditor General with all the information required for his 
audit, the annual appropriation account, when rendered, 
embodying the periodical figures in a different form. 

Form of the Account 

The actual form in which the appropriation accounts 
are presented to Parliament is on the same lines as those of 
the estimates, that is to say, they appear in three main divisions 
-one account for the army, one for the navy, and thirdly the 
various appropriation accounts of the civil services and revenue 
departments, summarised -under classes, and prefaced by one 
general summary of the whole. But while each of the former 

_ is treated as a single service, of which the account is rendered 
by a single accounting officer, and on which the Comptroller 
and Auditor General makes a single report, the last mentioned, 
though brought together in one volume and summarised for the 
information of Parliament, are actually a series of separate 
and distinct accounts which are rendered by various accounting 
officers and are separately as well as jointly reported on by 
the Comptroller and Auditor General, and the balances on 
which have to be surrendered or made good by Parliament 
independently of the other accounts. 

It is important that the entries made in the appropriation 
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account as printed should be correct, since the account is a R. 1913. 
published document which gets public currency. The cor- EV·349 
rection of any inaccuracy could only be made later in 
Parliament or before the Public Accounts Committee, but 
it is doubtful whether such a correction would obtain the 
same notice as the original printed document. 

The army account, the navy account, and each class of 
the civil and revenue departments accounts is preceded 
by a summary of the votes constituting the service, showing 
first the estimated expenditure and receipts and the net parlia
mentary grant, together with any supplementary grants that 
may have been made, set ,forth under each vote, secondly the 
actual expenditure, the realised receipts and the net expendi
ture, and finally the balance surplus due for surrender to the 
exchequer, or the balance to be voted if a deficit· arises, 
as a result of the year's transactions. The form of the sum
mary of the army and navy accounts varies somewhat from 
that which precedes each class of the civil accounts, owing 
to differing circumstances which determine the amount of 
the balances to be surrendered; for whereas, in the case of 
the army and navy, the combined effect of all the votes is 
taken together to· arrive at a net result, in the case of the 
civil departments the gross amount for surrender is the total 
for surrender of the individual votes taken separately. The 
operation of this will be more readily seen if the causes which 
produce surpluses or deficits are considered. 

Under-expenditure and over-realisation of receipts tend 
to create a surplus. Over-expenditure and under-realisation 
of receipts tend to create a deficit. But the extent of variation 
under both expenditure and receipts together must be taken 
into consideration to ascertain the net result. It follows, 
therefore, that a surplus or a deficit may arise from anyone 
of three conditions. 

A total surplus <In a vote may be caused by under-expendi
ture on the gross estimated expenditure, . accompanied by 
an over-realisation of the estimated receipts; and a net surplus 
by an under-expenditure accompanied by an under-realisation 
of receipts smaller in extent than the amount of under
expenditure, or by an over-expenditure accompanied by a 
still greater over-realisation of receipts. 
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Similllrly a total deficit may be caused by an over
expenditure accompanied by under-realisation of receipts; 
and a net deficit by an over-expenditure, accompanied by an 
over-realisation of receipts; but of insufficient amount to cover 
the over-expenditure, or by an under-expenditure accompanied 
by a still greater under-realisation of receipts. 

In the case of the army and navy all these several com
binations may appear, as (owing to the treasury powers of 
virement conferred by the Appropriation Act) it is possible for 
these departments both to exceed expenditure on any particular 
vote and also to utilise over-realisations of receipts for the 
purpose of excess expenditure, provided the total provision 
. authorised by -Parliament for the service as a whole is not ex
ceeded. If the gross expenditure exceeds the gross estimate, 
an excess vote is necessary. The votes of the civil services 
and revenue departments are, however, on a different footing, 
in that no power of virement between them is permitted, and 
the gross expenditure on any single vote cannot be exceeded 
without ob~aining parliamentary authority by means of a 
supplementary estimate or an excess vote. If, then, the third 
condition mentioned above should arise, that is to say-if 
a civil service or revenue department appropriation account 
shows a net surplus as a result of an over-expenditure accom
panied by a still greater over-realisation of receipts, an excess 
vote is necessary; for the surplus appropriations in aid can
not be appropriated without parliamentary sanction to meet 
expenditure in excess of the gross estimate. Similarly, an 
excess vote is necessary for a net deficit shown on an appro
priation account, as a result of the second combin~tion 
mentioned as tending to create a deficit; namely, that in which 
over-expenditure is accompanied by over-realisation of re
ceipts of smaller amount; for the latter cannot be set off 
against part of the over-expenditure without the authority 
of Parliament, and the vote must be shown with a (net) excess 
of the over-expenditure and a surplus of appropriations 
in aid. In such eventualities, the excess receipts beyond the 
estimate are strictly due for payment to the exchequer, and 
the total excess expenditure should be met by an excess vote. 
In practice this is not done, as it would be inconvenient, and 
lead to a fictitious increase in the national revenue, to pay 
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in the whole of the excess receipts while simultaneously a 
sum would have to be immediately voted by Parliament to 
meet the excess expenditure. When, therefore, a civil de
partment has committed the irregularity of exceeding the 
parliamentary provision by the utilisation wholly or partly 
of its excess receipts, Parliament is asked to appropriate either 
such portion of the excess receipts in aid of the excess expendi
ture as will leave a nominal sum to be voted, if the excess 
receipts are greater than the excess expenditure; or, if less, 
to appropriate the whole and to vote.the remaining net deficit. 
The point may be exemplified by the account for mercantile 1 R. 
marine services for 19II-12. In that year the gross estimated 1913. 

expenditure on the vote was exceeded by £1,601 175.9d., Seealso 
while the receipts exceeded the estimate by £15,663 55. 2d. 1 R. 
It was therefore proposed to appropriate £1,591 175. 9d. of 1

8
9
8, I 

the surplus receipts towards the excess expenditure, so as ~9!5 1 

to leave the nominal sum of £10 to be voted by Parliament in ' 
the form of an excess vote, the remainder of the surplus re
ceipts being surrendered to the exchequer. In neither of the 
above classes of cases could the surplus receipts be appropriated 
with a view to converting a deficit into a surplus,· or of reduc-
ing the deficit, except with the authority of Parliament given 
when the ~xcess vote is passed, for,. although the department 
is in possession of the necessary funds, the use of them brings 
about an excess {)f the gross provision made by Parliament. 
In the case of the civil . service and revenue department 
votes, a deficit-from whichever of the three combinations 
it arises-is an irregularity which, if not discovered before 
the end of the financial year, can only be rectified by an 
excess vote. In the first two cases, the financial offence is 
the greater in that the gross expenditure authorised is ex
ceeded; whereas, when a deficit on a vote results from an 
under-realisation of receipts, the offence consists only in the 
failure to present a supplementary estimate within the year, thus 
obviating the need for an excess vote. 

While, then, the summaries or abstracts of the appropriation 
accounts of the army and navy set forth the net differences 
on each vote, those of the civil services and revenue depart
ments show the amounts to be surrendered, as stated, on each 
vote, which are not necessarily the amounts actually surren-

• 10 
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dered. In the former cases, the various surpluses and deficits 
are temporarily set off against each other under treasury 
authority, and a single net surplus or deficit on the whole arrived 
at. No accounting record, however, appears in the account of 
the effect of the treasury authority for virement between the 
votes. Such transfers are not finally effective until they have 
received. the covering sanction of Parliament, to be given in 
the next following Appropriation Act. The account as 
rendered shows the actual result, as compared with the pro
vision made by Parliament in the annual and supplementary 
estimates. The correctness of the surrender to the exchequer 
of an amount shown as a net surplus is, therefore, dependent 
upon the covering sanction of Parliament being given to the 
virement temporarily authorised by the Treasury. 

The existence and operation of the powers of virement in 
the case of the army and navy make the abstract complete, 
with the addition s()lely of the columns of net differences, de
duced directly from the net grants and net expenditures, and 
showing immediately the extent to which these powers have 
been exercised. A further statement is, however, added to show 
to which causes the various surpluses and deficits are due. 
This statement compares the estimated and actual expenditure 
and the estimated and actual receipts under each vote, showing 
firstly the surpluses on each from each cause and the total 
surpluses; and ·secondly, the deficits from each cause and the 
total deficits; and finally, the net surpluses and net deficits 
agreeing with those shown in the general abstract. It therefore 
shows at a glance to what extent a net surplus or deficit on any 
vote is due to the effect of expenditure or receipts separately 
or conjointly. This statement, which is rendered under act of 
Parliament, was formerly rendered separately from the account 
and contained the explanations as to causes of variations, but 
was amalgamated with it on the recommendation of the ?ublic 
Accounts Committee in r870 and the explanations were thence
forth given in the detailed statements of the expenditure under 
votes. Except in certain cases where there may be some 
general explanation which affects a whole vote, the explana-
tions are given separately under each sub-head. . 

The guiding principle which determines the form of the 
account is the necessity. of the production of evidence of the 
extent to which the intentions of Parliament and the direc-
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tions of the Treasury have been carried out. . Since the inten-
tions of Parliament are expressed in the estimates of the year 
on which the grant is made, the form of the appropriation 
account necessarily is based upon the general form of the esti-
mates. The form of the appropriation account is prescribed 
in general terms only by the Exchequer and Audit Act. It must 
exhibit on the charge side the sum or sums appropri~ted by E. & A. 
Parliament, and on the discharge side those sums which have Act, 
actually come in course of payment within the year and which § 24 
have been accounted for and passed, and must further be 
supported by an explanatory statement of any excesses of 
expenditure over grants. But although the Exchequer· and 
Audit ActoxiIy so defines the account required in general 
terms, it at the same time invests the Treasury witJI the power. 
of issuing regulations to the departments, and implies therefore 
that the account as rendered should embody the resUlt of such 
regulations in order that Parliament may be informed not 
only of the result of its direct orders, but also of those issued 
by the Treasury under its delegated authority. Consequently 
the precise form of the account, and the extent of detailed in
formation which it shall supply, are left to the determination 
of the Treasury, upon ,whom is imposed the duty of designing 
the plan of account books and accounts most suitable to each Idem, 
service; and the account as rendered includes particulars, § 23 
not only of the votes as a whole but also of the sub-heads.1 

The sub-heads having been determined by the Treasury, 
and the estimates presented thereunder, the department 
is bound to account for its expenditure accordingly, and 
to explain the saving or deficit on each in the appropriation 

. account. -
The books kept must, moreover, ~ontain complete -records R. 1865, 

of all transactions involving either the receipt.or issue of pUblic App. I, 

money by a department; for such books not only furnish the ~~~~ ~o, 
department with the means of keeping a faithful record of 
its various transactions, but also furnish the Comptroller 
and Auditor General with the means of verifying the balance 
on the appropriation account, and -of ascertaining whether 
any money but that which has been granted by Parliament 
bas been received, and, if so, how disposed of. 

In the general abstracts and summaries of the appropriation 

1 Sub-heads were first started in 1867. R.I861 
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account, 'it is the votes only that appear. These statements 
are not affected by the expenditure under sub-heads, except 
by their cumulative effect on the vote total. Though the 
e.stimates are presented in great detail and set forth the pro
posed expenditure under sub-hea~s, the parliamentary grant· 
is made for the vote as a whole, and consequently the abstract 
or summary, setting out the net result of the year's working 
as compared with the actual parliamentary provision, is only 
concerned with the gross and net votes. The comparison of 
the detailed expenditure under sub-heads with the detailed 
estimates follows in separate papers under the different votes; 
and though the presentation to Parliament of tJ1e expenditure 
under sub-heads is not a statutory requirement, it is carried 
out under treasury direction to enable Parliament to judge of 
the vote expenditure by examining the sub-head results in 
detail, and to see to what extent the estimated expenditure 
under sub-heads has been realised, even though parliamentary 
sanction be not required to variations. 

The account of each vote is not merely an account of pay:
ments and receipts. It is also, as in the case of the total votes 
in the general abstract, a comparative account. The estimate 
figures are repeated and the divergence o.f expenditure or receipt 
recorded under each heading, with an added explanation of 
the cause of variation. Such explanations should always be 
given in sufficient detail to cover all the facts of the respec
tive cases. The Treasury admits that it is not easy to lay 
down rules as to the extent of these explanations; but they 
should be explicit, and general terms which do not give any 
clue to the real causes of difference should be avoided whenever 
it is possible to give a precise explanation in a small compass. 
Such an expression, therefore, as • casual variation,' which is 
merely a statement of the fact, should not be used when the 
cause of variation is definite, even though it may be of small 
amount. This is especially so if the sub-head, on which the 
excess may be small and apparently casual, includes a special 
item not provided for in the estimates, and but for the inclusion 
of which the variation would possibly not have been small. 
If various causes contribute to a surplus or a deficit, it is not 
sufficient that the several causes should be recapitulated, but as 
far as possible the approximate amounts due to each cause 



ACCOUNTING DEPARTMENT 

should be given in the explanation. This is particularly so 
when the causes are in entirely different categories, of which R.I9I O. 

some are only variations for the year arid do not Ultimately Ev. 895-
.!lffect the cost to the public, such as delays m-contractors' 901 

deliveries, while others are questions of the accounts of the 
year and result in an actual saving to the public, such as a 
fall in prices. 

So, too, if a net surplus or deficit would have been greater 
but for an unexpected cause having reduced it, the explanation 
should set forth both factors, and not deal with the net result 
alone. The explanations so furnished are given on the authority 
of the department, and may be accepted by the Comptroller 
and Auditor General as administrative representations which 
it is not normally within his province to verify or criticise, 
though in practice he checks them as far as possible, and not 
infrequently suggests amendments to accounting officers. 

The sub-heads are the normal heads; but, in addition to 
these, the record of expenditure under auxiliru:y sub-heads is 
also required by the Treasury in certain cases, and when such 
is the case, the account presented to Parliament must be further 
detailed under such heads, and explanations of variations given 
if necessary. The most important class of cases under this 
head is the works vote, of which stat~ents are appended to 
the account, setting out all the items in full and comparing 
them, not only with the provision made in the year, but showing 
also the total estimate of each work and the total cost up 
to date. Similarly, when remanets of expenditure on works 3 R. 
appear, for which no provision has been made in the year's 1894. 12, 

estimates, the total expenditure as compared with the original T.M. 
or revised total estimate for the item should be stated for the 
information of Parliament. A statement of grants in aid of 
works is also furnished under a works vote. ' 

A statement of receipts appropriated in aid of the votes 
is required in all cases; in the civil accounts it is only necessary 2 R. 
to give particulars of the larger items, but in the army and 1913.4 
navy accounts greater detail is required, These statements 
are prepared showing the estimate, the actual receipts, and 
the surplus or deficit on each item. Apart from the general 
information contained in this statement, it is -of special 
importance for two reasons. Under the system of- net 
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parliamentary grants, the department obtains the sanction of 
Parliament to appropriate the amount of its estimated receipts 
in aid of its expenditure. In effect, therefore, such receipts 
become, or, more correctly speaking, take the place of parlia
mentary grants. In the case of grants issued from the ex
chequer, Parliament is aware of their actual origin and sourc.! 
of production. Receipts appropriated in aid not passing 
through the exchequer, it is natural that Parliament should be 
kept informed of the details of realisation more strictly than 
by the bulked total under each vote, in order that the actual 
sources of revenue, from which a portion of the expenditure 
is made, may be known. The statement, in fact, furnishes 
the information which would appear in the finance accounts 
if the sums in question were paid, as fonnerly, as extra receipts 
direct to the exchequer. 

The second cause of importance of this statement is due 
to the power conferred on the Treasury, under the Public 
Accounts and Charges Act of 18g1, of treating any depart
mental receipt as an appropriation in aid. The total shown 
under each vote contains no infonnation as to whether sums 
are included other than those already brought to the notice 
of Parliament in the estimates. The detailed statement 
gives this information and therefore confirms the infonnation 
furnished to Parliament in the treasury minute laid before 
it, when the power is exercised, as to the extent to which, and 
the cases in which, if any, the Treasury has exercised its powers 
of . permitting receipts, other than those estimated for, to be 
appropriated in place of those estimated for., while further, 
in the case of the army and navy, it supplies information as 
to the particulars and origin of excess receipts which are 
applied, under the temporary powers of virement conferred 
by the Appropriation Act, to make good deficiencies of esti
mated receipts under other votes or excess expenditure under 
the same or other votes. 

Account of Votesof Credit 

The conditions, under which votes of credit are granted, 
have been considered in. a previous chapter. It now remains 
to be seen how they should be accounted for, and in what 
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respects variations from· the normal form of appropriation 
accounts are necessary and permissible in recording the special 
expenditure for which they provide. A vote of credit being 
taken by the Treasury an4 not by the spending department, 
it is in the first place necessary that an appropria.tion account 
of the vote .itself s~ould be prepared by the Treasury,. in ac- Cpo Vote 
cordance With sectIon 22 of the Exchequer and AudIt Act, of Credit, 
and audited by the Comptroller and Auditor General. Such App. 

h 1 d h . t' f Acct. an account, owever, mere y recor s t e ·appropna Ion 0 Relief of 
issues from the vote to the department or departments con- Gen. 
cerned, except in the case of issues for services outside the Gordon, 

ambit of any parliamentary estimate the expenditure on ~X886 
account of which is incorporated in the appropriation account 
of the vote of credit in· detail. The appropriation accounts 
of the issues made to the departments must be prepared by 
them on the same lines as in the case ·of parliamentary grants 
made direct to accounting departments; that is to say, the 
department renders the usual account for its original vote as 
supplemented by the vote of credit. To this there is the one 
exception alluded to above, which arises only in such excep-
tional cases as the present war. Normally, -a. vote of credit 
is taken for the fighting services only, and all the expenditure 
incurred may be properly charged to one or other of the 
regular votes as being covered by the terms of the resolution 
granting the vote. The exceptional circumstances of the App.Acc. 
present war, necessitating the vot~ of credit being drawn in Vote of 

the widest possible terms, have introduced other considera- g~&~d. 
tions and permit of expenditure being incurred which cannot R. 3 ' 
legally be charged to any of the normal votes; as, fOl; instance, H.C. 
expenditure on war refugees and loans to allies. Expendi- 24/1916 

ture of the votes of credit taken during this war is therefore 
of two classes :-(1) that which properly comes within the ~~~. 1 • 

terms of part I of the estimates for normal votes, and (2) that H.~! 4. 
which is entirely outside the ambit of any parliamentary 458/14 
estimate other than that for the vote of credit. T.M. 

For this second class of expenditure, funds are issued on 22gl/15; 

imprest to the department which administers the service, ~2iI5: 
which opens the necessary accounts in its books and renders an 
account of the expenditure to the Treasury for incorporation 
in the appropriation account of the vote of credit. This; 
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mutatis mutandis, follows the form of an appropriation account 
of an ordinary parliamentary grant. 

The preparation of the appropriation account of vote of 
credit issues for expenditure which can be properly classified 
to the normal votes is dependent on the circumstances which 
have necessitated a vote of credit. The fundamental rule 
applicable to all parliamentary grants, that the department 
is bound to 'supply Parliament with a full and detailed account 
of its expenditure, is just as applicable to yotes of credit as 
to appropriated grants. The fact that Parliament; in effect; 
leaves the appropriation to the Treasury, in no way relieves 
the department of the obligation of rendering to Parliament 
an account of the expenditure under that appropriation, what
ever it may be. As the circumstances, how~ver, in which 
votes of credit are granted, vary, so, too, must the form in which 
the account is rendered. In ordinary cases in which the nor
mal ~ervices of the year are not materially affected, and the 
vote of credit is takep. for some special purpose supplementary 
to those services, the ac"Count of the expenditure under it should 
be kept, as far as possible, distinct, and Parliament should be 
informed, by the account rendered, both of the result of the 
expenditure under the normal grants as well as of the special 
expenditure, thus facilitating its control. The approved method 
of doing this is by the introduction of additional columns in 
the appropriation accourit, in order to show the surpluses and 
deficits on ordinary grants, after deduction of the expenditure 
charged against the vote of credit. 

In rendering any account of expenditure in respect of a 
special service, however, it must be remembered that such 
expenditure must of necessity be very much mixed up with 
the ordinary expenditure of the service; and that an exact 
calculation of the total expenditure, however interesting and 
instructive it would be if obtainable, would be difficult to make 
and could scarcely be accurate. Apart from direct expenditure, 
there must inevitably be much indirect expenditure resulting 
from an occasion of emergency; due not only to the desire of 
a prudent government, at such times, to gradually increase 
the supply of stores, men, ships and war material; but, in a 
still greater degree, to the diminution of stores, as the result 
of naval and military operations. It is the direct rather than 
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the indirect expenditure which is required to be brought out 2R. 
in the. accounts, and it is with such direct.expenditure that the 1884. 
Public Accounts Committee is primarily concerned. 175 

Speaking generafiy, if a vote of credit is taken in 'addition 
to the llnnual votes, the same general rules as to accounting 
for it are applicable as in the case of supplementary estimates; 
that is to say, the effect of the additional provision should be 
clearly shown in the account, and, when possible, vote of credit 

,expenditure earmarked as such. Except where authority is 
obtained to open special sub-heads, the expenditure should 
be charged to existing sub-heads, as far as possible, and the 
ordinary expenditure shown separately from the extra
ordinary; while, further, the latter must include no charges 
which cannot be identiJied as directly occasioned by, or for, 
the event or object to meet which the vote was taken. The 
exceptional circumstances of the present war have necessi-
tated various modifications in the normal procedure, not T.M .• 
only in regard to naval and military expenditure. but also as 20/8/14; 
regards vote of credit issues to civil votes. So far as. naval H.C. 
and military expenditure is concerned, it has been pointed out 45

8
/

1
4 

that the position normally, when a vote of credit has been T.M. 
required in the past, has been that the peace system continued ~!t/15 
in operation as a whole, disturbed locally only by a war in some 392/15. 
part, but that for this war, in which the whole resources of 
the country are involved, I any attempt to distinguish between T.M. 
ordinary charges for navy and ~rmy services, and expenditure 5/2 / 1 5. 
arising out of the war must be entirely arbitrary and artificial'; Cd. 7790 

but, on the other hand, it is I very desirable, in the interests of 
sound administration and for the preservati,on and continuity 
of practice and record, that navy and army expenditure, both 
of a recurrent nature and that arisin&, out of the war, should 
be accounted for under the .customary heads and sub-heads,' 
as shown in pre-war estimates, subject only to such variations 
as the nature of the expenditure might require. It was there-
fore agreed that the whole of the ordinary grants for army and 
navy votes should be regarded as available for war expendi-
ture equally with vote of credit issues for those services. Sub-
sequent to 1914-15 no normal substantive grants were made 
for the army and navy, which were financed entirely from vote 
of credit issues; but, in order to provide a statutory basis for 
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the appropriation account, token sums of £1,000 for each 
normal vote were taken for 1915-16, with the intention that 
the whole of the expenditure snould be classified to such votes, 
a gross deficit being shown as chargeable to the votes of credit, 
after allowing for the token provision and for the departmental 
receipts which would be separately 'appropriated by supple
mentary es.timates. By this means, the same fundamental 
principles are followed as in the case of votes of credit taken 
during a year in which substantive votes have'also been taken, 
as has been the case throughout for civil votes. The latter 

. are not affected to the same extent, in that normal peace ex
penditure continues, undisturbed, to a greater or less degree, 
by war conditions. It was hoped, at first, that vote of credit 
issues would be able to be accounted for o~ the lines gener~y 
applicable in the past to such cases. Difficulties of adminis
tration in attempting to carry out the general principles arose, 

T.M. however, and it was found in practice that, owing to so many 
22/II/I 5; payments being of a composite nature, any comprehensive 
~;iI5 earmarking of payable orders to vote of credit services was 

impracticable. It was consequently decided that normal ex
penditure need not be distinguished from extraordinary under 
sub-heads, but that the excess on the whole vote might b~ 
charged as vote of credit expenditure, provided only that the 
whole expenditure charged to the vote could be shown as 
properly chargeable thereto in terms of part I of the estimates, 
and that of this expenditure an amount, at least equal to the 
issue from the vote of credit, could be definitely earmarked as 
arising out of the war. Thelie conditions being fulfilled, no 
further detail of vote of credit expenditure, as such, is required 
in the appropriation account itself; but the explanations of 
variations between estimates and expenditure should also, 
when possible, distinguish between variations due to the war 
and those not so due. 

Again, in the case of the present war, further considerations 
are involved, as, owing to-its continuance beyond the end of the 
financial year and the consequent necessity for secrecy as 
regards even the completed accounts, the publication of these 

H.C. in full has been temporarily abandoned. The navy accounts 
10/1916 for 1914-15 were, with the concurrence of the Treasury, con

fined to the abstract only, and even in that the expenditu:e 
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under the main votes was grouped. The army account was H.C. 
published with only slight· modifications from the ordinary 7/1916 

form, though variations, statements and detailed information 2 R. 
as to expenditure under sub-heads were omitted, as well as 1916,21 

any attempt at explanation of differences which, under the 
circumstances, would have been meaningless. 

Parliamentary control, in these abnormal situations, has H:C. 
been safeguarded by two important provisos. The Treasury 10/1916, 

stipulated that an account containing more detailed information ¥:{~; 
of navy expenditure should be prepared for issue, if so ordered, 30010/15 

when the objections to publicity no longer apply, and that such 
an account should be transmitted forthwith confidentially to 
the Comptroller and Auditor General. To this procedure 2 R. 
the Public Accounts Committee agreed, subject to later publi- 1916, I. 

cation. In the second place, the non-publication of details C. &. 
in no wa£ affected the Comptroller and Auditor General's A.G.'s 
audit, as he had access to all necessary documents and records ~;;o~5 
relating to charges in the accounts. The extent to which he Ar~y, ' 
was able to report on the accounts immediately was necessarily para. 3 ; 

a matter for his discretion; but, since he has the full inform a- :~:~~ 
tion, Parliament has the assurance that all necessary matters ~ 
will be brought before it, if not at once, when the need for 
secrecy has passed. 

Classification 

Having dealt with· the form of the appropriation account 
and the method in which it is rendered, there remains to. be 
considered the question of the classification of expenditure and 
receipts generally in the preparation of the account. 

Broadly speaking, classification of charges and receipts 
to the appropriate head follows the provision made by Parlia
ment, but correct classification is dependent on certain recog
nised principles which require to be understood. The subject 
falls naturally into two main heads-the determination as to 
the particular year's account to whicli any given item should 
be classified; and, when this is settled, the determination as to 
the heading in that year's account to which the charge or credit 
should be given. Of these, the former is of the greater imp<?r
tance, so far as the co:r;rectness of the balance to be surrendered 
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is concerned; the latter is of the greater importance so far 
as the correctness of the appropriation of the parliamentary 
grants for the year is concerned. 

The necessity for the surrender of the unspent balances of 
grants each year demands that the amount of such balances 
should be accurately determined in accordance with the prin
ciples and practjce under which parliamentary accounts are 
prepared. It is not permissible for a department to increase 
or reduce one year's balance by the inter-transfer of charges 
between that and the succeeding year, even though such action 
would not in the long run affect the public purse. Each year 
is separately and independently provided for by Parliament, 
and its accounts can only include items which are legitimately 
chargeable to the year, and should include all legitimate 
payments made in that year. All such payments, that is to 
say, which are made in respect of a given service within 
the year, should properly be recorded in the appropriation 
account of the vote for that service. Consideration is therefore 
necessary of the principles which determine the admissibility 
of charges against the year's accounts. 

The intention and purpose of appropriation accounts is 
that they should be complete and conclusive records of the 
cash transactions of each financial year. They follow the 
estimates in form, and naturally also their. figures follow more 
or less closely those of the estimates; but although the latter 
are a statement of the contemplated expenditure for the year, 
and although they are voted by Parliament as such, the 
fact of any particular item being included therein is in 
itself no authority for its inclusion in the account for that -
year. 

With regard to small, no less than to large sums, strict 
accuracy in accounting for public expenditure is essential. To 
ensure this there must be a full understanding of the four 
essential conditions to be fulfilled before a charge item can 
be included in an appropriation account. 

In the first place, payment must have been made in the 
course of the year covered by the account, and proof of such 
payment must be forthcoming. 

Secondly, the payment' must be legitimately due within 
the year. 
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Thirdly, the account of the payment must have been 
examined and passed. 

And lastly, the payment must, with certain exceptions, be 
a-final payment. 
- The classification of receipts as between one year and 

another follows the same general rules, and, mutatis mutandis, 
the above-mentioned conditions are equally applicable. 

As regards the first condition, it is to be borne in mind 
that an appropriation account is a cash account of sums coming 
, in course of payment' within the financial year, and conse- 2 R. 
quently that, as regards the classification of items as between 18!h; 55. 
one year and another, the date of the cash transaction is the T.M. . 
first consideration. That is to say, in accounting for public 2:-. 
expenditure the date of payment governs the date of charge. ~ 94. ~4 
The period for which emoluments are drawn, or in which stores- If~:' 35 
are supplied, or work is done, does not affect the classification. -38 

The determining factor is the date on which the payee is sent 
or receives the money, if it was then due for payment. 'The 
crediting of a sum to the banking account of a payee, when 
duly evidenced by the banker's receipt, is regarded as an actual 
payment. It is immaterial whether the payment is made by 
the accounting officer or by one of his sub-accountants. The 
governing date is that on which the payee to whom the money 
is finally due by the public receives it, or on which, in the case 
of drafts or cheques, it is sent to him. All payments made 3 R. 
by a sub-accountant, or made by the sub-accountant of a 1876. 
sub-accountant must be brought to account in the appropriation ~~. 5. 

account for the period in which payments were actually made; 2~/6h6 
that is to say, payments made by a sub-accountant on or before 
31st March, must be included in the account for the financial 
year ended on that day. It follows, therefore, that credits 
cannot take the place of actual payments, and that pay due 
but unissued on 31st March must be excluded from the account. 
Any credits of this nature therefore, which have been charged 
to the vote and do not materialise into cash issues by 31st March, 
must be re-credited to the vote. Up to 1890 it had been con-
sidered that, under certain circumstances, a credit was equiva-
lent to an actual payment, and that the placing of a soldier's 2 R. 
pay to his credit in the pay list placed the money as completely 1881, 55. 
at his disposal as if it were placed to the credit of his private T.M. 
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banking ,account, and accordingly all pay so credited was treated 
as a payment and charged to the vote, irrespectively of whether 
the man had drawn it in cash or not. The law officers, more
over, to whom the question was referred, rep.orted that the 
system in force fulfilled the requirements of the Exchequer and 
Audit Act, section 24, which restricts the sums that may be 
charged in the account to those which • actually come in course 
of payment' within the year; The question! however, was 
again reopened on the institution of monthly pay lists for the 
army in 1890. The Treasury admitted then that it would be 
more correct, and therefore desirable, if practicable, to confine 
the charge to actual payments, and, after consideration, agreed 
to the adoption of the present system. 

In the case of a cash payment, the date of charge is the date 
of acknowledgment of receipt of the amount, or the date of 
the certificate of payment when individual receipts are not 
taken and the payments are made in the presence of witnesses. 
In the case of a payment by draft or cheque, the date of the 
draft or cheque is taken as the date of final payment and governs 
the classification as between one year and another, in the sense 
that if a draft be drawn for a "sum due at the time of drawing, 
and sent to the payee not later than the last day of the current 
financial year, any delay on his part to cash the draft within 
the period for which it is available does "not affect the classifica
tion. The draft represents a fully matured liability of the 
year, and its delivery to the payee or his agent constitutes a 
virtual discharge of that liability. Payments by draft or 
cheque are, however, not chargeable against the year if the 
draft or cheque is not presented within the prescribed period. 
If the draft for an army or navy service is not cashed before 
the account is finally closed (that is to say, within six months 
of the end of the financial year) it must be cancelled, and the" 
vote relieve!! of the charge, as no cash payment will have 
been effected. In the case of payments chargeable to civil 
votes, the draft must have been presented for payment within 
three months of the end of the financial year. 

It must be borne in mind, moreover, that the cancellation 
of drafts and cheques, for whatever reason, is absolute; and 
the issue of fresh ones in lieu, or the redating of the original 
cheques, must be regarded as anew transaction, which should 
be recorded under dates when the cheques last leave the 
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drawer's hands. Thus, when a cheque drawn in the prior 
year is redated in the present year, or is cancelled and a 
fresh one is issued, the item to which it relates must at the 
same time be transferred from the prior to the current year's 
account. If, however, the cheque or -draft is merely· reissued 
with instructions to the bank to pay, the amount still remains 
chargeable to the year in which it was first issued. But if a 
draft be drawn before it is due, and be retained by the depart- Cpo 2 R. 
ment until it has become due at some date after the close of 1872, 10 

the year, it does not represent a fully matured liability of the 
former year, even though specifically provided for in that 
year's estimates. In such a case, the date of the draft cannot 2 R. 
govern classification; that is to say, a payment cannot by 1894,14 
simple post-dating or ante-dating be brought into legitimate T.M. 
charge against the vote for a year in which the payment neither 2 ~~ ? 

all d Thi 
190;). 1_ 

became due nor was actu y rna e. s rule may entail 
inconvenience when its effect is to throw a charge off the 
year in which Parliament has provided for it on to a year 
in which no provision has been made for it, . but no other 
ruling would be consistent with section 24 of the Ex.,. 
chequer and Audit Act. A similar inconvenience is caused 
jn a class of cases which will be referred to later; 
namely, those in which, although the money has been pro
vided and spent within the .year, the third condition as to 
admissibility is not fulfilled. 

Again, the rule is not applicable when the order for pay- 2 R • 
. ment, though drawn before the 31st March, bas been issued, 1894,14 

not to the vendor or payee, but to an agent of the accounting 
department, and has only reached the former on the maturity 
of his claim in the succeeding financial year. In other words, 
a payment to an agent is not in itself a final payment within 
the year, otherwise a door would be open to adjustments 
in an objectionable sense; such payments, therefore, do not 3 R. 
satisfy the fourth condition. . 1-894, 39 

It follows from this first condition that no item can be Cpo 2 R. 
included in the account which does not involve a cash pay- 1883. 87 
ment or a cash receipt. This point has been emphasised by a & 88 , 

declaration of the Treasury that it is' not prepared to include 
in the public cash accounts, as actual receipts of money, sums R. 
which have not been received, or to record sums as actual 1882, I, 

payments of money which haVe not been paid.' Such a rule T.M. 
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obviously does not apply to contra entries in the books for the 
correction of classification, or for the relieving a vote of an 
incorrect charge or overpayment by transferring it to a sus
pense account or to the item balances irrecoverable. Nor does 
it apply to the cases which will be referred to later, in which 
a department under statutory or other power withholds pay 
or emolum~nts to meet a public claim. A somewhat similar 
principle is involved when a department owes money to 

R. 1887, a colonial government or to another department against 
108 which it has a counter claim. In such a case the credit 

in the departmental ledger of the amount due in reduction 
of the counterclaim may be charged to the vote as a pay
ment, although no actual cash payment is made. In accord
ance with the general principle, when pay is forfeited and not 
issued, or when a salary is withheld to make good defalca
tions, or when a fine is inflicted on a contractor, no charge is 
made against the vote, the short issue being merely recorded. 

R. 1882, 'Sound principles of account must not be violated or simple 
I T.M. ruIes of book-keeping complicated on insufficient grounds, 

especially when the resuIt will give incorrect statements of 
the cost of the public service and when it does not tend to 
increase or to preserve the financial control of either the 
Treasury or the House of Commons.' It has been argued that 

C& d Appr. when a service had been performe the contract price (meaning 
Accts., the maximum limit of the contract) had been earned, and 
~8!~Id shoUld be charged in the account, while any fine imposed 
R., H.C.· shouId be treated as a receipt, and in this view the Public 
38/1882 Accounts C6rnmittee originally agreed: a further argument 

R.1882, 
App. to 
.T.M. 

in favour of such a course being that the alternative method 
of charging the net amount only would result in placing at 
the disposal of the department a larger sum than Parliament 
had granted it. It might, however, be argued on these lines 
that whenever a department effects the purchase of supplies 
or materials at cheaper rates than were estimated for, it 
obtains more money than Parliament intended, and that 
therefore the fuII estimated price should be charged to the 
vote and the difference treated as a receipt. Such an argu
ment is clearly unsound as a matter of account and book
keeping. No estimates are intended to be absolutely accurate 
in details, andParlia.ment in IDa.kin~ its grants recognises that 
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there will inevitably be savings on some heads. It cannot, 
therefore, be said that a department which effects savings 
obtains money which Parliament did not intend it to have. 
The safeguard which Parliament has against an improper use 
of such savings lies in the review by the Public Accounts
Committee of the expenditure of the department as set out 
in the accounts and reported on by the Comptroller and 
Auditor General. As regards the former point, the price R. 1882, 
earned by a contractor is the sum which is payable and which App. to 
the contractor could recover in a court of law. The full T.M. 

price of the contract has only been • earned' when the service 
has been performed in strict accordance with the stipulations 
to which the full price is attached. If a fine is inflicted, the 
balance is the only amount earned. The fine is neither 
claimable nor due, and therefQre not even technically paid, or 
technically received back, and it cannot be properly charged 
in the accounts as a payment, and simultaneously credited 
as a receipt. 

An apparent exception to the general principle is in the case 
of income-tax payable on public salarieS, which is'deducted at 
the source. In strict accordance with the rule, only the net 
amount issued in cash should be charged to the vote, the amount 
of tax deducted being recorded as a short issue. Section 10 

of the Exchequer and Audit Act requires, however, the payment 
into the exchequer of • gross revenues,' and this is held to entail 
the necessity of charging the vote with the gross sala.ries for 
the purpose of transferring the deductions on account of tax 
to the Commissioners of Inland Revenue. The deduction is 
made to simplify collection of an amount earned and due, and 
is essentially different from a deduction on .account of a fine 
or forfeiture of pay. The exception is therefore more apparent 
than real. 

The second condition precedent to' the inclusion of an 
item_ in the year's account is equally important. Payment 
must be due within the year. It must be in respect of a 2 R. 
fully matured liability, whether for, service rendered, for 1896,4 
work executed, for property acquired, or for supplies delivered. 
If it is not due and fully matured it cannot be charged, even 
though specifically provided for in the estimates and though 
money is available to effect payment. Nor, as explained 

2D 
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above, c$l.n this condition be circumvented by drawing a 
cheque within the year and h<;>lding it over until payment 
becomes due. A payment for stores, works, etc., is not due 

1891,1-9, and fully matured until all steps (inspection, examination, 
T.M. etc.) have been taken which in the regular course are ante-

R."1.877. 
9 1 

2R. 
1885,8 

cedent to payment, and such period is always to be allowed 
for those steps as the ordinary practice or special exigencies of 
the department may require. 

But while on' the one hand a payment which is not due 
must not be paid, on the other hand a claim which has become 
due must not be postponed from one financial year to another, 
even to avoid the evil of an excess upon the vote or to keep 
the expenditure within the parliamentary grant. This is 
equally the case even if expenditure not provided for has been 
necessarily incurred in exceptional circumstances, and even 
though the necessary provision may have been made in the 

~~~, 10 next year's estimates. A case whic,h. occurred in I908 may 
be mentioned to illustrate this. The customs had ordered 
a quantity of cloth and made provision for payment in the 
I909-IO estimates, but the cloth was delivered and taken on 
charge in March, I909. Payment was therefore due and 
fully matured within that financial year, and should have 
been made. The department, however, postponed payment 
until Ist April on the ground that if payment had been made 
in the year in which the cloth was delivered, it would, in effect, 
have relieved the estimates of the following year in which 
provision was made, and thereby created a surplus on the 
sub-head. The department, in so acting, committed a breach 
of the strict rule that paym~nt for a service should be made 

C.!. 
Appn. 
Acct., 
1913-14. 
p. 132 

2R. 
1891;7 
2R. 

in . the year in which it is due. • On general grounds it is 
desirable that, so far as possible, expenditure should be met 
in the year in which the liability is incurred,' and be then 
brought to account in that year: that is to say, • payments 
which come within the provision made by Parliament, and 
which are due and fully matured, must not be postponed, 
even for the purpose of avoiding an excess' and whether or 

1912,15, not it be requisite to open a new sub-head for any payments 
& T.M. that are so in excess. The irregularity of the excess would 
R. 18n. consist in incurring expenditure not authorised by Parlia
t~il .. ment, and would be increased rather than diminished by not 
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defraying it when it has been actually incurred. 'Moreover, 2 R. 
even if it were postponed, such postponement would not in 1878, i~ 
fact keep the expenditure within the, limits sanctioned by 
Parliament, but would only serve to keep from the knowledge 
of Parliament the fact that those limits had been exceeded. 
It is a sound principle that all liabilities should be discharged 
as soon as they are fully matured, irrespective of the result 
which such payment may have on the account. The doctrine 
that postponement tends to effect economy in the admin- 2 R. 
istration of the department in the succeeding year is unsound, 1891,9 

,as every desirable and practicable economy should be practised 
without the pressure produced upon the department by the 
necessity of meeting liabilities postponed from a previous year. 

2R. 
1891,1-9. 
T.M. 

In former days the Treasury, accepting the constitutional 
rule that a department is not to spend money which Parliament 
has not given it, had been inclined to look upon postponements 
of matured liabilities as a lesser evil than expenditure by a ~r8~ ~~ 
department in excess of its spending power, which is the height -27, & 
'of irregularity, provided that such postponements were duly T.M. 
recorded by a note in the appropriation account, and had given R. 1887, 
official cognisance to the practice; while such an authority 60 
as Sir William Anderson stated in I862 that it was more legiti- R. 1?62, Ev. 
mate to put off a payment under contract and throw it on to 1853-4 

a subsequent year than to expend money in excess of the grant. 
The Public Accounts Committee also had never before I8gI 
definitely condemned the practice, though expressing its dislike 
of it, stating in I88S that if exceptional expenditure must 2 R. 

,be incurred it should be charged to the vote, and shown, even 1885,8 

if it occasioned an excess. In I8gI, after a full discussion of 
the point, the present practice was definitely laid down, and 
a treasury ririnute was issued directing that payments should 
not be so postponed. The Public ~ccounts Committee then 
expressed the opinion that if an excess were apprehended, 
it was the duty of the department, in the first place, to exercise 
economy by postponing any works or services which could so be 
dealt with without injury to the public interests; in the second 
place, if this were inexpedient or, impracticable, to present a 
supplementary estimate; and finally, if there were no time 
to do this, to make all payments due and fully matured even 
at the risk of incurring an excess. An exception to this nile is, 

zR. 
1891,1-9. 
&T.M. 
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however; admissible in cases in which, with treasury sanction, 
it may have been agreed with the recipient that a payment 
shall be made in two instalments falling in different financial 
years, but in such cases a note of the postponed liability should 
be appended to the appropriation account. :This naturally 
refers only to those cases in which the second instalment has 
been actually earned, and represents a matured liability within 

R. 1912, the year, but where, with the consent of the recipient and the 
~3v~4;427 sanction of the Treasury, payment of part of the price is post

poned to the following year. There is, moreover, a difference 
between an outstanding liability and a postponed liability. A 
second instalment, which had not been earned, would be an 
outstanding liability; but as it would not have been payable 
within the year there would be no necessity to note it in the 
appropriation account. Many contracts are entered into ex
tending over more than one year, and in all such cases there 
are necessarily outstanding contingent liabilities. It has never 
been contemplated or suggested that the appropriation account 
should be burdened with notes of every contingent liability 
for payment resting upon the country which has not been 

5 R • 
1895,48 
&49, 
T.M. 

:zR. 

discharged within the year, nor would such a record serve 
any useful or practical purpose. It must, moreover, always 
happen in the case of large departments that, without any 
deliberate postponement of payment to the succeeding year, 
some ciaims, either because they give rise to correspondence or 
because they cannot be examined and passed in time, remain 
outstanding on 31st March. In the ordinary course there will 
be an equilibrium between claims thus normally brought and 
carried forward at the beginning and the end of the year respec
tively, and cognisance is taken of this fact when preparing the 
estimates. A department, therefore, which anticipates having 
a surplus in hand at the end of the year is not justified in hasten
ing the delivery of stores or the execution of works in order 
to be able to make payment for them within the year solely 
to avoid a sub' quent surrender, though • it does right to call 

1908, I. in and defray· it matured liabilities, so far as the funds placed &T.M .• 
at its disposal by arliament and treasury regulations permit: 
If the payments wo ld normally be made in the following year 
the effect of expeditin the work or delivery, and paying in the 
current year, would be~o relieve the burden of e.xpenditure in 
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the following year and thus, by upsetting the normal antici
pated equilibrium mentioned above, vitiate the comparison 
between one year's expenditure and the next. Payments 
should as far as possible follow the normal course from year 
to year, irrespective of the question of surrender of an unspent 
balance, and any deliberate attempt to act otherwise is much 
to be reprehended. . 

A corollary of this financial rule is that, when it is known 
that payments will have been earned and be due within the 
year, provision should be made for them in the estimates in 4 R. 
order that they may be brought into the expenditure of the 190 3. 6, 
financial year in which they are earned. The deliberate ex- &T.M. 

clusion from that year's estimate; with the intention of making ~9~4 8 
provision and paying in the following year, would not remove . 
the objection to the transaction as being a breach of financial 
regularity. 

The third necessary condition to be fulfilled is the examina
tion and passing of the charge before the account, in which 
it is to be included, is closed. Even though money is voted 
and spent within the year, yet if the accounts of it are not 3 R. 
received, or if received are not examined, before the appro- 1901• I 

priation account is closed, the charge must be excluded and 
thrown forward to the succeeding year, and the balance to 
be surrendered to the exchequer will be proportionately 
increased: The most definite knowledge of the expenditure 
could not justify its inclusion in the account in the absence 
of the vouchers, unless these were lost and authority had been 
obtained to charge the sum as un,vouched expenditure, in 2 R. 
which case treasury sanction is substituted for the missing 1888. 68 

voucher, and the payment is placed in a position to be admitted 
by the Comptroller and Auditor General if he thinks fit. No 
other system would be consistent with the certificate of cor
rectness given by the accounting officer. On the other hand, 
if the department is satisfied that a payment came properly 
in the course of payment within the year, but is unable to R. 1882, 
finally substantiate it at the time to its satisfaction, it may 68 
justifiably charge it to the year, leaving the Comptroller and 
Auditor General, if he is not satisfied with the evidence which 
the department considered sufficient, to report the payment 
as not properly. chargeable to the vote. A voucher to be 
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complete should, firstly, bear the receipt of the payee; secondly, 
specify the service in respect of which paymentis made; and 
thirdly, bear or refer to evidence showing that the service 
has been duly authorised and satisfactorily performed. The 
justification for including in the accounts an item supported 
by an incomplete voucher must necessarily be a matter of 
opinion to be decided on the merits of each case as it arises. 
A voucher may be complete in all material points and yet 
require amendment in detail. To withdraw it from the account 
of the year in which payment had been made, though possibly 
the technically correct method, would be contrary to the 
spirit of the system. 

It has already been explained that in order to allow all the 
transactions of the year to be included in the account, the 
latter is kept open for a period after the close of the financial 
year for the receipt, examination, and booking of all sub
accountants' accounts. In the case of the army and navy 
accounts a period of six months is prescribed;. for civil accounts 
no date is fixed, but it is considered that they should all be 
completed within a not longer period. In view of the impor
tance of Parliament being informed of the extent, if any, to 
which charges for money voted and spent are finally excluded 
from the account, an explanatory paper is appended to the 
army account, which in practice is the only one so affected, 
detailing the excluded accounts or stating that there are 
none. The necessity for the exclusion, the effect of which 
would be to throw the charges upon a year in which provision 
had not been made for them, would then have to be explained 
to the Public Accounts Committee. 

The last condition remains to be considered. Only final 
E. & A. payments can be included in the accounts.' C No imprest 
Act, § 24 or advance, of the application of which an account may not 

have been rendered to and allowed by the accounting depart
ment, shall be included on the discharge side thereof.' The 

2R underlying principle that differentiates imprest from final pay-
1878,25 ments is that any unexpended balance in the former case is 

repayable to the exchequer. Payments of this nature must be 
charged to a personal or suspense account until accounted for 
by the production of accounts which enable the vouched expen
diture to be transferred from the personal account to the vote. 
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Again, payments which it is known will be repaid are not 1 R. 
to be treated as final payments and charged to the vote, but 1876,67 

as imprest~xcept in those cases in which special. provision 
is made in the estimates for the charge of the expenditure 
against the vote and for the credit of the repayment when made 
to appropriations in aid. 

A final payment is a payment made. in final discharge 
of an obligation of the government to the public creditor-that 
is to say,· it is one which is legally due and is vouched as having 
been received by the payee to whom the money is due from 
the pllblic, and, normally, there can be little doubt as to admissi~ 
bility of charges on this ground. They ma:y be made only 2 R. 
in respect of fully matured liabilities, whether for services 18g6,-4 
rendered, for work executed, for property acquired, or for 
supplies delivered. Erroneous or over-payments cannot, 
therefore, properly be charged to the vote, .even. with the 
intention of giving a subsequent recredit when they are re-
funded. The vote should be relieved of such a charge, if already 2 R. 
made against it, as soon as the error is discovered, Unless there ~fgr.:2, 
are exceptional circumstances involved which make such a .. 
procedure difficult. 

An imprest 1 is an advance of public money to. enable R. 1865, 
the person to whom it may be made to carry on some public App. i. 
service. Such advances are obviously not final payments, and f:;:~of!' 
no question can arise normally as to their being charged in 
the account. A doubt may, however, sometimes exist as to 
whether a grant is made asa grant in aid which may be properly 
charged finally to the vote irrespective of whether the money 
is spent or not, or as an imprest of which only the actual 
expenditure may be charged. As an illustration of this may 
be mentioned the provision made for the technical training of 
soldiers for civil employment. An allotment of fundS . was 2 R. -
made to the local military authorities for that purpose,and Igoo; II 

the gross i~sue was made a final charge.to the vote, the 

1 The word is derived immediately from the Norman French in pI'es', cpo 

and thence from the Latin Pl'tBsto, and was in very early use to denote sums ~iJ;:r· 
advanced on loan to earry out special services. 'Sometimes the King's App:" 
money was issued by way of Prest or Imprest, de PI'tBstito' (Madolt,p· <t8C?-. 
Antiquities of the E:rrchequel'). An entry appears in Mag. Rot. 5 Ste. Rot. 
16 a (1l4o) , De pnestitis regis, quas rex ei prrestitit quando Imperatrix 
venit in Angliam.' 
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unexpended balance being carried forward. Such grants 
were, however, in the nature of imprests, of which only the 
actual expenditure, up to the amount of provision made by 
Parliament, was a legitimate charge. The intention of Parlia
ment was not to make a grant in aid on the ordinary lines, 
but merely to make provision for a class of expenditure of 
which the ~ctual requirements could not be gauged, as the 
scheme was experimental, and therefore any unexpended 

4 R. balance was liable to surrender. A converse case· occurred 
1894. 15 in 1893 when. by an oversight, a grant which was intended 

to be a grant in aid was not so described in the estimates, 
and in the absence of vouchers the sum issued was disallowed 
by the Comptroller and Auditor General. In such cases, if 
the heading of the vote is sufficiently explicit, or if a note as 
to the conditions is added to the estimates, the actual nature 
of the grant, and consequently of the conditions, is seen, and 
any possibility of doubt is removed. 

In the case, however, of advances made to contractors and 
others. and of payments by instalments, a question may often 
arise as to whether the advance or instalment is legitimately 
chargeable to the account of the year in which it is paid, or 
whether it should be charged to a personal account. pending 
the issue of the final payment or instalment possibly in a 
subsequent year. The introduction as final charges in an 
appropriation account of sums, other than those that are 
substantially final payments, is to be deprecated on general 
grounds as contrary to the principles of sound finance; but 
cases may and do arise in which exception to this rule may 
be legitimate and even expedient-as for instance, when pay
ment, though an instalment, secures a legal title to, or legal 
rights over, property, without any risk of a loss of public money. 

2 R. Payments to contractors should, whenever possible, be spread 
1881.83 over the year, and not made in large sums at the end of the 
3 R. financial year. It is therefore desirable that forms of contract 
1891, 12 

should be adopted which provide for payment by frequent 
~~~. 3 instalments for defined portions of completed work. If this 
4 R. is done no doubt can arise as to the legitimacy of charging 
1890,5-9, such instalments as paid to the vote. 
T.M. Though the conditions under which it is permissible to 

make adv:ances are not material to a consideration of the 
question" of their classification when made, yet the attendant 
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circumstances in each case must be taken into account as 
governing factors of classification. So far as the latter is 
concerned, the general principles are much the same as in
the case of final payments. 

1:. The maximum with which the vote can be charged 
is the total actually paid out as advances during the year, and 
nothing more. 

2. Only so much of this can be charged as is for stores 
or work of the requisite quality. 

If payment was actually made for stores within the year; 
it is not material that they should have been inspected and 
passed within the year; but until they have been passed and 
the conditions of the co~tract fulfilled, the vote cannot be 

IR. 
1873.7 
(2) 

charged. This must necessarily be done before 30th Septem
ber. Except in certain cases (specified below), the stores must, 
however, be delivered within the year, otherwise the payments 
made should be treated as imprests and not as final payments. 
When, in admissible exceptional cases, the broad rule is R. 1874. 132 . 
departed from, the department should inform the Comptroller 
and Auditor General of the reasons for its action. If advances ;8~~. 17. 
are made for stores delivered, but not inspected, the correct T.M. 
procedure is to charge the advance payment in the first instance 1 R. 
to the contractor's personal -account and not to the vote. 1908• 19 

When the stores are accepted, the value of such as pass proof, 2 Rg 8 
'Up to a maximum of the amount advanced, will be charged ~~.:M:~ . 
against the vote for the year in which the advance was made 5 R. 
(if the accounts are still open), the personal account being 1909.6 

cleared to that extent. Any portion of an advance which 
represents the value of stores delivered, but rejected, can only 
be charged to the vote of that year, if the stores are replaced 
within the year and duly passed, but not otherwise. 

Similarly, the fact that payment may be made to a con-
tractor under guarantee to make good, if necessary, any defects 
in the stores supplied is no justification for the charge against 
the vote of the value of such stores in the absence of the 
receipt of a satisfactory certificate of inspection, unless the 3 R. 
contract actually requires the payment to be made within ~9~. 6; 
the year, and the contractor gives a guarantee to repay the . . 
sum advanced if the stores fail to pass inspection, when the 
payment may be charged to the vote. 

Generally speaking, therefore, payments should not be 
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made, except in very special cases, until the conditions 
entitling the contractors to receive such payments have been 
fulfilled, especially as there is a natural tendency at the close 
of a financial year to make advances or payments on account 
rather than to have to surrender a balance and increase the 
burden of a subsequent year. In no case should payments or 
advances be made before the contract is signed. It does not, 
however, follow that all advances not claimable under con
tract are irregular in themselves and are only made to avoid 
a surrender. Although a payment may be made at an earlier 
date than is named in the contract, it may be quite regular 
and may have been fairly earned. If money has been voted 
for a particular purpose and has been actually earned in the 
fulfilment of that purpose, it is clearly to the public advantage 
that it should be paid away for such purpose instead of being 
surrendered to the exchequer, for, otherwise, the charge would 
be thrown from one year, in which provision had been made, 
into another year in which proVision for the work has not and 
could not have been made. A contractor may not be in a 
position to legally enforce a payment, and yet the payment 
may not be inconsistent with his contract. 

It -follows. therefore, that there is an important exception 
to the general rule mentioned above as to the conditions which, 
must be fulfilled before .it is permissible to charge advances to 
the vote direct. If (i:) the advance has b~en really earned, 
although not due; (2) the work done for which the contractor 
cannot claim payment at so early a date is work which has 
not been provided for in the estimates of the following year, 
but formed part of the programme of the current year, and 
has in that year been provided for by grant of Parliament; 
(3) the work done and the materials used are capable of iden
tification on the premises of the contractors as having virtually 
become the property of the Crown; then payment in part or 
in full may be made at the close of a financial year and charged 
to the vote of that year direct, even though the payment is 
not claimable under the specific conditions of the contract. 
Interest, however, should be charged on all such advances, not 
provided for by contract, made at the request of the contractor 
and which he cannot have expected to receive. The payment 
of an advance not claimable, presupposes the existence of 
available money .on the vote. If such a payment is likely to 
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necessitate an excess vote there can be no justification for it. 1 R. 
While exceptional ac:lV~ces to contractors should normally ~8:, 8, 
only be made under the above-mentioned conditionS, it may . . 
yet happen .that other circumstances might arise, in which 
these conditions are not fuIfiIled, where an advance might be 
justifiable in the public interests-such, for instance, as where, z R. 
owing to the failure of the contractors, special advances are 1901 , 5 
made to the receivers and managers of the company in liqui-
dation to enable them to complete the work the contractors had 
in hand at the time of their failure. Under such circum-
stances, the advances would be justifiable as benefiting the 
public in securing completion of the work, -but .treasury sanction 
would be required. 

The deduction of a fine from a contractor's bill in one year, 
and the remission and payment in the following year, make the 
original transaction practically an .advance Or payment on 
account. In such cases the normal rule should be followed 
and each portion charged under date of payment. 

A somewhat similar type of case in which advances are 
frequently made is that of the purchase of property. It 
may happen that the whole or part of the purchase money 
is lodged in court, or deposited in a bank, or that an instal-
ment is paid to the vendor in one year, but that the purchase 
is not completed till the following year. Generally speaking, 
sums cannot be considered as final payments when paid in 3 R. 
respect of the purchase of property for the conveyance of 1894, 43 
which deeds have not been completed before the close of the 
financial year. The deposit of purchase money in a bank or R.1887, 
in court pending litigation or negotiations cannot be regarded 10 

as an equivalent to a legal discharge on the part of the vendors. 
If, however, the department were in a position at the time 
to enforce the contract or agreement, such a payment might 
be admitted as a final charge, but not otherwise. The deter-
mining factor is, in fact. the question as to whether the trans- z R. 
action is practically final and irIevocable, and it is no longer 1888, 6, 
possible for either party to recede from their bargain. In &T.M •. 

these, as in other cases. the responsibility for including an 
item in· the account rests primarily with the department. 
The latter cannot include the item' subject to the:Comptroller 
and Auditor General's concurrence: but if satisfied itself of 
the legitimacy of the charge it may include it and leave the 
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Comptr~ller and Auditor General to report it for disallowance 
if not himself satisfied. If the Public Accounts Committee 
agrees with the contention of the Comptroller and Auditor 
General. disallowance would ensue, - and the balance to be 
surrendered be increased pro tanto. 

It is to be understood, however, that this procedure would 
be adopted only in cases in which the expenditure is reported 
as being not chargeable to the year's accounts. If the error 
were merely one of classification as between different votes 
of the same year, and there were no intention to finally dis
allow the charge, a record of the fact of. the erroneous classifi
cation and of the proper course to be taken in fut!ll"e would 
'sufficiently meet the needs of the case. The effect of a definite 
disallowance against the expenditure of the year in which 
the charge was incurred would be merely to transfer it as 
a charge of identical amount to the account of a later year 
under a different head; while the department would be re
quired to surrender a balance which had been correctly spent 
though wrongly classified. and Parliament to re-vote the 
amount in the following year. Simplicity and accurate 
representation of the facts are the objects to be aimed at, 
and these are secured by allowing the charge to stand against 
the account of the year in which it was incurred, and calling 
attention to the erroneous classification in the subsequent 
reports on the account. . 

It has previously been pointed out that a payment to an 
agent is not a final payment and cannot be included in the 
account as such, but that the date of payment to the ultimate 
payee determines the account in which the vote is to be charged. 
The same principle holds good in the case of agent depart
ments. One department of the state frequently acts as an 
agent, and makes payment or receives sums on behalf of another 
department. It has already been explained that transactions 
of this nature are distinct from those which one department 
renders to another, and for which it has been laid down that 
no payment shall be made. In the latter case, the service 

. is performed as the normal function of the department which 
renders it-as for instance, the supply of stationery and 
similar stores to public departments by the Stationery Office. 
II?- the former case the service is performed because facilities 
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exist for its more convenient administration by the agent 
department or for other such reasons-as for example, the 
payment of army, navy, and old age pensioners at post offices. 
For such services, the agent department must obtain after
wards repayment from the principal department or receive 
advances from it in respect of such transactions. So far as 
the agent department is concerned the payments are merely· 
in the nature of provisional advances, which are recover-
able from the principal department. When, therefore, such R.1882. 
payments are made which are capable of being treated as T8~I 
advances and charged direct to the department at whose 2. • 

instance they have been made, neither should the amount 
estimated to be received in repayment be included in the esti-
mates as an appropriation in aid, nor should the expenditure 
incurred in the capacity of an agent department be estimated 
for under that department's vote. By this method of proce-
dure, fictitious increases of the public expenditure are avoided. 
The Indian or a colonial government may also act simi-
larly as the agent of a department of the home government 
for the payment of pensions and· other specific purposes. 
The necessity for a cash adjustment in such cases is obvious, 
since other than Imperial funds are involved. 

The method of repayment by the principal to an agent 
department varies according to circumstances. It may be 
made by instalments during the year or in bulk when the ac
counts have all been received and examined by the principal 
department. It may be made partly within the year in which 
the payments are made by the agent department and partly· 
after the close of the year, or it may be made wholly after the 
close of the year. The question as to the date of recording R.18n, 

such payments was finally decided in 1877, after having been ul 
the subject of discussion for some years, the point atissue being 18/;877. 
as to whether they should be finally charged to the vote of the Epitom.e 
principal department as occurring at the date of .advance by p.67 
the agent department or at the date of repayment by the prin-
cipal department. The decision arrived at by the Treasury, 
in which the Comptroller and Auditor General and the Public . 
Accounts Committee concurred, was to the effect that such 
payments should be charged against the vote of the principal 
department as occurring at the date of the advance by the 
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agent department,· provided that the appropriation account of 
that vote, for the year in which the advance was made,. be 
still open. If, however, the appropriation account be closed, 
the payment must be charged to the earliest vote of the same 
account still open at the principal department, and, if there be 
no longer a vote for that special service, application must be 
made to the Treasury to provide funds. Whichever method 
of adjustment is adopted, therefore, between the departments, 
and whatever the date or dates on'which the payment in refund 
is made by the principal to the agent department, the classifica
tion in the account of the former as between one year and 
another is not affected. In this respect the payments to the 
agent department are treated on similar lines to those made to 
a sub-accountant-that is to say, the date of charge in the 
account of the principal department is governed by the date 
of payment by the agent department. The same rule holds 
good in the case of receipts by one department on behalf of 
another, and also in regard to the value of stores issued by one 
. department to another on repayment, up to the extent to 
which the transaction is covered by advances made prior to 
1st April. 

The extent to which this rule can be complied with depends 
on the promptness with which inter-departmental' claims are 
rendered. The decision arrived at is not merely arbitrary, 
nor the arrangement permissive, but intended to be obligatory 
as defining a principle, and the Treasury impressed upon 
departments the importance of the early settlement of all inter
departmental accounts, in order that the desired result might 
be attained. The Public Accounts Committee endorsed the 
opinion of the Comptroller and Auditor General that 'it is 
of the highest importance to secure that all moneys spent by 
one department acting as agent for another should be included 
in the appropriation account of the latter for the year in which 
the expenditure took place, and the same rule should be en
forced, as far as possible, in the case of supplies issued by one 

R. 1882, department to another on repayment.' It is to be remembered, 
T.M., however, that when a department has bought stores for its 
28,II. (2)0wD. use, the cost· has of necessity been charged at the time of 

payment to its own vote, and the above procedure is there
fore only applicable either when it is necessary to replace 
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the stores sold-as, otherwise, no repayment takes place- 3 R. 
0':- when one department buys stores as an agent for another 1881.6 
department and is able to charge the cost direct to that (b) 

department. 
A further point remains to be mentioned in considering 

the question of final payments. Care must be taken not to 
exclude from the account sums which ought to be made final 
payments. Normally a loan is not a proper charge against the 
vote unless there is provision made in the estimates for it. R. 1909. 
If work is done on repayment, and necessarily or advisedly EV.18, 
paid for by the public, provision should be made for the service 25. 42 

in the estimates, and for the repayment under appropriations 
in aid. If it is· not foreseen, a special sub-head should be 
opened subsequently with treasury sanction, indicating that 
it is a loan to be repaid. And so, too, with loans of magnitude 
for other purposes. The charging of loans to a suspense ac'" 
count, pending recovery, is only applicable to charges of small 
amount, because the suspense account has usually to be financed 
out of voted money, and, subject to the Comptroller and Auditor 
General's report, Parliament might have no knowledge of the 
fact that public money was being so utilised. The effect of 
charging a large loan to a suspense account might be that the 
exchequer would be unable to issue the full amount of the 
grants, and if the department immediately concerned found 
it necessary to spend the whole amount granted by Parlia-
ment on the services provided for in the estimates, the result 
woUld be an overdraft on the vote account. The objection 
to a suspense account with a debtor balance is therefore, 
in principle, very strong. .If public money is legitimately 
used for such a purpose as a loan, it is consequently preferable 
to make the loan a final charge to the vote and to give up the 
repayments, when made, to appropriations in aid. Advances 
made by way of loan to contractors in respect of additional 
capital to enable them to undertake a contract, or banking 
advances made to assist them in financing their commitments, A 
and other advances of a like character, might be treated in A:! .. 
this manner. The Treasury is of opinion that although such Acct., . 
advances or loans are 'not final payments, yet they. can be 19Ii/~~6 
legitimately chargea to the vote, and are not to be included ii~ 3 

in the phrase • imprest or.advance' in Section 24, E;.xchequer 34'/1~16 
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and Audit Act, • which refers primarily to sums advanced by 
an accounting officer to his sub-accounting officers to meet 
expenditure on his behalf. . . . The circumstances are, how
ever, essentially different in cases where Parliament in granting 
supply has, either expressly or by implication, authorised the 
accounting officer to make advances by way of loan.' In these 
cases the accounting officer who has made a loan under due 
authority is entitled to discharge in his account in respect of 
it, and the fact that it may be repayable in a subsequent year 
in no way affects this right. The importance of charging the 
vote in such cases, on making the advance, lies in three direc
tions: in the first place it enables the condition to be fulfilled 
that I the appropriation account should be narratival and 
should exhibit clearly for the information of Parliament the 
actual transactions from voted moneys'; and in the second 
place it ensures the advances being brought to credit and to 
the notice of Parliament without delay, for' the public accounts 
would bear but little relation to the facts or to the grants of 
supply if the record of loans issued required to be suspended 
until detailed particulars of their application were forth
coming' ; while, finally, it obviates the necessity for using voted 
moneys to finance suspense accounts. 

Although, however, the charging of recoverable advances 
to the parliamentary 'vote may be technically correct and 
even desirable, when provided for in the estimates, yet the 
general practice has not been viewed with favour in the past 
by the Public· Accounts Committee. 'When the practice is 
adopted, provision should preferably be made in a special 
sub-head, but if this is not done the charge against a normal 
sub-head should be clearly brought out in the account by note 
or otherwise, in order to make it clear to Parliament that the 
expenditure concerned waS in the nature of a loan. When, 
as in the case of the present war, such loans are made from vote 
of credit issues, and therefore parliamentary provision can 
only have been made by implication, the charges may be 
legitimately made direct to the vote, with treasury authOI:ity, 
provided that the terms of the vote of credit are draYlIl 
sufficiently wide to include items of this nature. 

As has been previously stated, the same general rules apply 
to the classification o,f receipts, mutatis muta1ldis, as to that 

" 
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of expenditure, and normally no credit should be given 
to a vote unless it is finally due to the public, except in 
those cases in which provision is made in the estimates for 
credit to appropriations in aid in one year of a sum which will 
eventually be reissued, wl).en _such reissue would be then pro
vided for under the vote of the year in which it was to be 
made. 

Before concluding this portion of the subject a brief refer
ence may be made to a point which is occasionally liable to raise 
discussion and -argument. The rule as to classification of 
final charges or credits alone to the vote is legally applicable 
only to such items as appear in the appropriation account 
when presented to Parliament. It is such an account only as 
is legislated for by the Exchequ~r and A~dit Act, and tht! provi
sions 'of section 27 of the act are complied with if no items 
appear in the completed account which are not final. This 
object is best secured, however, by the strict application of the 
principle of that section not only to the completed account but 
also to each separate monthly portion. There would, however, 
appear to be no illegality in treating the periodical accounts on 
a different basis, and admitting therein -items as provisional 
charges or credits to the votes, even though not at the time 
fully or properly vouched, provided that s~feguards existed for 
ensuring that no such item remained in the completed account, 
unless, before the latter were rendered, the voucher were in 
order and supported a final charge or credit. But though it 
can hardly be argued that the act of itself requires the ex- Cp_ 2 R. 
tended application of it to the periodical accounts from which 1 890 ,5;
the final account is prepared, yet it has been generally con~ ~ R. 
sidered as an abstract principle that until a charge or credit can ~;'I550 
be supported by a sufficient voucher it should not be allowed, 
even provisionally, against a vote. Such a principle is sound 
and normally facilitates both the work of the audit office as 
well as possessing advantages for the accounting department. 
As regards the former, it enables the audit of each periodical 
account to be finally completed at the time; while, from the point 
of view of the accounting department, the procedure induces 
promptitude in the provision of complete vouchers for expendi--
ture incurred, brings home to the spending officer the extent 
of his li!lbility, and safeguards the public against loss without 

2E 
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requirIDg any special machinery to be set up for securing the 
production of belated vouchers or the relief of a vote which 
had been temporarily debited or credited. Circumstances 
may, however, exist in which this normal principle may be 
advisedly waived without such action conflicting with the 
Exchequer and Audit Act; as, for instance, in the admission 
against army votes of the total pay due to soldiers monthly, 
whether issued or not, subject to a final settlement at the end 
of the year when the vote is relieved of the amount previously 
charged which has not been actually issued; and, again, in 
the allowance provisionally against the vote, in certain cases, 
of charges made by army company commanders in their 
monthly accounts, although incompletely vouched at the 
time. Normally, however, the provisions of section 27 of 
the act are in practice applied to the periodical accounts as 
well as to the final account, and the vote should not be used 
as a suspense account, even provisionally, except in special 
cases which have been approved by the Treasury. 

In the foregoing remarks, the question of the correctness 
of classification as·between one financial year and another has 
been considered as affecting the amount of balance to be surren
dered; an equally important point for investigation, as bearing 
on that point, is the justifiability and legality of expenditure. 
Broadly speaking, all expenditure is justifiable which has been 
estimated for, if spent in accordance with treasury or depart
mental instructions and regulations; but since the estimates 
are ~ramed considerably in advance of the expenditure, and 
can only state the proposals in most cases in general terms, 
there must necessarily occur both expenditure which cannot 
be definitely identified With the estimates, as well as expenditure 
which is found to be necessary though not estimated for. For 
incurring such expenditure, the effect of which is to reduce 
the balance to be surrendered to the exchequer, a department 
must be prepared to justify its action, if required, by proving 
that it is in accordance with the intentions of Parliament or 
has been specially approved by competent authority. The 
fact that a department finds itself towards the close of the 
year with an available balance, due to an original over-estimate, 
is in itself no justification for its arranging to use such balance . 
on other services not previously estimated for, nor can it legally 
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use that balance for services other than those for which it 
was appropriated by Parliament, without superior authority. 
So far as the classification of such expenditure is concerned 
the normal rules apply. The fact of services being carried 
out which ought to have been postponed. is immaterial to 
the question. Provided the expenditure has in point of fact 
been incurred, and is otherwise in order, it is chargeable against 
the year in which incurred. The same is true of expenditure 
in excess of parliamentary provision. In other words, the 
rules of classification are not affected by the fact that their 
application will either on the one hand reduce the amount 
to be surrendered, or on the other hand necessitate or increase 
the size of an excess vote. 

Th£re now remains to be considered the second class of 
questions of classification-that in which no question arises as. 
to whether the item concerns one year rather than another, 
but as to the pertinent heading of the account to be charged 
or credited. 

The strict appropriation made by Parliament of its grants 
requires that the classification of all expenditure should correctly 
follow that appropriation, and the audit of the C.omptroller 
and Auditor General, in so far as it is an appropriation audit, 
is devoted to this purpose. Since the estimate is the pre
cursor and foundation of the account, the estimates for the 
year afford the primary basis by which the classification of 
that year's transactions is mainly to be governed. • A detailed C.P.M. 
classification of services in the estimates facilitates the classi- 1857, 
fication of payments, limits the discretion of the accountants, App. I, 

f · f' . P·52 7 and leaves less room or difference 0 opuuon as to the vote to 
which a payment is properly chargeable; , the descriptive titles 
and" explanations of the various heads should therefore be 2 R. 
framed with the utmost possible precision. But for various 1878,13 
reasons these estimates, however carefully and exactly prepared; 
cannot be an exact forecast of the year's expenditure or re-
ceipts either in amount or in kind; nor would" it be possible, 
without unduly increasing their bulk, to specify in detail all 
the particulars which govern classification. Belated payments 
provided for in a previous year have to be made, or payments 
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provided for in the current year's estimates have to be post
poned; errors in previous years' accounts are brought to light 
and have to be dealt with; unexpe9ted payments have to be 
. brought to account for new services not contemplated when 
the estimates were framed; unforeseen receipts may be realised; 
services provided for in the estimates are abandoned; and even 
in the cas!,) of services provided for and performed, some doubt 
may arise as to the head l,1nder which provision was intended 
to be made. 

If no question of do~bt arises as to the head under which 
provision was made, it is essential that the charge in the ap
propriation account should be strictly classified in accordance 
with the estimates. No such consideration as to whether 
any" other vote has received the benefit of the service shoUld 
be allowed to interfere with the correct classification of the 
charge to the vote under which it was estimated for,: though 
no doubt it is desirable as a general rule that the vote which 
receives the benefit should bear the charge. If, however, a 
service is one, for which no estimate has been taken, the cost 
must be borne by the vote under which provision :would have 
.been made had the service been foreseen; and the fact that a 
supplementary estimate would be necessary or that an excess 
-would be caused should not prevent the adoption of such a 
course. In the case of transfers of stores between vote~, the 
same principle holds good as regards the original charge, what
.ever subsequent adjustment may be made. 

But again, items are sure to oCcur which may not improperly 
be charged to one or other of two votes. They may, for in
stance, be either charged under their technical description or 
with the service to which they belong, and it may be a matter 
of opinion as to which heading they should be charged under 
if the estimates afford no specific information on the point. It 
is important that facts should be recorded in such a manner 
that they will not escape attention, and therefore the classi
fication to the latter heading would probably be preferabl~ 
as, from a practical point of view, the total cost of a service 
is often required, if not at the time, possibly in the future. 
The classification to the former head might, however, be 
equally correct from the appropriation point of view. Care 
should, of course, be taken in either case to see that the heading 
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of the vote will cover the expenditure which it is proposed to 
charge to it. To make the point clearer, two instances may be 
given. Land is bought for the Houses of Parliament and the 2 R. 
purchase involves some legal expense. The latter is clearly 1883, 
a law charge and if classified according to its technical de- ~. 
scription, should be charged to the law charges vote. On the 
other hand, it is clearly part of the charge for the site of the 
Houses of Parliament and could properly be charged as such. 
The advantage of such procedure would be that the facts would 
be so recorded that there would be no possibility of the charge 
being lost sight of, as part of the cost of the sj'lrvice, in case it 
became necessary to ascertain the actual cost, whereas if 
charged to the law vote it might escape the notice of anyone R. 1910, 
preparing a total cost statement in the future. Again, the Ev. 163-
expenditure involved by damage to colliers might go to the ~~l3, & 
cost of fuel, as being part of the cost of the service of provision 
of fuel, or to the heading for compensation. The expenditure 
would be a legitimate charge to either head in the absence of 
special provision having been made in the estimates for the 
service under one or the other head. In all cases of this sort, 
however, if the charge is made under the technical head, in
fc.rmation as to the total cost of the service can be conveyed 
by means of a note; thus the cost of the damage done to colliers 
in the process of coaling during the year, if charged to com
pensation, would be noted against the heading • cost of fueL' 

While, then, the estimates supply the main foundation for 
dealing with general questions of classification, there must be 
transactions frequently arising as to which no information 
can be obtained therefrom, and about which some doubt may Cpo 2 R. 
'be felt as to how they s~ould be treated. Further, it must be 1881, 54 
. borne in mind that the fact of a service not being specifically 
mentioned in the details of the estimate is no evidence of 
its being irregular or unauthorised; for a vote is legally applic
able to any service covered by the terms of the resolution 
granting the vote. The circumstances under which such cases 
arise vary so much that no hard and fast rules can or should 
be laid doWn. Each must be dealt with as it arises, all the 
attendant circumstances must be considered, and the general 
principles applicable to the preparation of all public accounts 
must be reviewed to ascertain to what extent they will affect it. 
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On'the other hand, if a service is estimated for under a 
certain vote, the expenditure thereon is correctly charge
able to that vote even though it may be thought later that 
provision would more correctly have been made under another 
vote. Thus, in 1909-IO a works service was provided for 
in, arid charged to, the office of works vote. The Public 
Accounts, Committee recommended that the charge should 
be borne by army votes, but the Treasury. pointed out that, 
as provision was made in the former, the course recommended 
would be directly contrary to the general rule that charge 
follows provisi<m. Still less can there be any justification 
for transferring a charge from one vote or item, where it has 
been correctly provided for, to another in order to save an 
excess or reduce the amount of variation from the estimates. 
I Though criticism may be directed against bad estimates, 
far more serious consequences will follow if, in order to make 
it appear that the expenditure agrees with the estimate, the 
accounts are falsified,' e.g. by the transfer of stores and wages 
from one item to another. If such transactions were con
sidered justifiable, no system of accounting would be of any 
value. 

If no provision has been made in the estimates for the con
tinuation of a service which was commenced in the prior year, 
the charge should still be made against the corresponding 
sub-head to that under which the service was commenced 
in order to enable the total cost to be more easily traced, in 
preferenGe to classifying it to a miscellaneous heading. 

The estimates of the year are framed to show anticipated 
expenditure and receipts separately, the former being classified 
under the different debit sub-heads of the votes, while the 
latter appear mainly as sums to be appropriated in aid of 
each vote or subdivision of a vote. In the normal course 
of events, therefore, every payment made during the year 
is chargeable to one or other of the debit sub-heads, while 
every sum received during the same period is credited to 
one of the credit sub-heads to be appropriated in aid of the 
vote. The correct heading to which an item should be classi
fied is that under which provision has been made; and though, 
for purposes of comparison, provision is usually made under 
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the same vote for the same class of services in successive years, 
this is not always or necessarily the case. It is, there
fore, not possible or desirable to lay down any rules as 
to classification of this nature other than the general one, 
-that classification follows provision. Some consideration 
is necessary, however, of the circumstances under which a 
credit may be given to a debit sub-head or a charge made 
against a credit sub-head. 

It will be convenient to first state briefly the general under
lying principles, and to discuss them in more detail afterwards. -

I. Credits to debit sub-heads are only admissible:---, 
(a) When such credits are specifically provided for 

in the estimates. 
(b) When it is necessary to adjust an overpayment or 

incorrect charge in the current year, or in the prior 
year if the accounts are still open. 

2. Charges against appropriations in aid are permis
sible :-

(a) In respect of sums previously credited thereto in 
the current year (or the prior year if the account 
is still open) to adjust an error of classification, 
or when repaying an erroneous credit. 

(b) In respect of sums previously credited in a closed 
year's accounts, when repayment of the previous 
credit has to be made in tlie current year. 

On general grounds the system of giving credits to debit 3 R. 
sub-heads is objectionable, as it incre~ses the spending power 1895, 17 

of a department beyond the provision made for it by Parlia- Cpo 3 R. 
ment. Unless such credits are unavoidable, they are iIi prin:- 18

9
1,18 

ciple wrong. If deliberately made for the purpose of financing Cpo 2 R. 
the vote and increasing the spending power, the objection is 1892,9-

II 
all the stronger. It will, however, be at once seen that this 
objection is not applicable to the two classes mentioned above, 
in which credits to debit sub-heads are admissible. 

In the first case, provision having been made in the esti
mates, the effect of the credit has been brought to the cogni
sance of Parliament, and only the net amount of the debit 
sub-head is voted. The nature of the service is set out clearly 
and specifically against the sub-head concerned, and the 
credit of receipts for that service to the sub-head; instead of 
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to appropriations in aid, follows the provision made. This 
method of estimating in particular cases is solely a matter of 
financial administration. Its effect is, as is the intention 
when the estimates are framed, that receipts for the particular 
service are appropriated in aid of the sub;.head which bears 
the cost of that service instead of in aid of a· group of sub
heads or of the vote as a whole. 

The correctness of the procedure of crediting the debit 
sub-head to adjust overpayments or incorrect charges in an 
open account is obvious,·if it is realised that the effect of the 
overpayment has been to spend money otherwise than pro
vided for by Parliament. It must be further borne in mind 
that votes are appropriated to the exclusive service of each 
particular year, and consequently the vote of one year is 
independent of the vote of the preceding or succeeding year . 

. An overcharge against the vote of one year cannot therefore 
be adjusted, or indeed affected, by giving credit to the same 
vote of another year. From this it follows that if the debit 
sub-head has heen erroneously charged it must be relieved at 
the earliest possible moment, and such relief can only correctly 
be given by re-crediting the sub-head with the amount over
charged, so long as the accounts are open. It would be wrong 
·to leave the debit sub-head of one year charged with an over
payment, with the intention' of recouping the public by 
crediting recoveries when made, either to appropriations in 
aid of a succeeding year-for this would still leave the earlier 
year's accounts charged with an inadmissible item-or even to 
appropriations in aid of the same vote for the same year; for 
in such case, although the net result to the vote as a whole 
as well as to the year's accounts would not be affected, yet 
the debit sub-head would remain improperly ~harged, and 
appropriations in aid at the same time improperly credited 
with an item not provided for in the estimates of either. 

If the erroneous charge was merely due to a mistake of 
accounting, the necessary transfer can be effected at once by 
charging the correct sub-head and· recrediting the debit sub
head which had been charged in error. If, however, the com
plete adjustment cannot be made as soon as the error is dis
covered, the erroneous charge must be temporarily transferred 
to a suspense account, pending a refund of the overpayment, 
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when the latter account would be cleared. If; owing to the 
overcharge not having been discovered sooner, or for any 
other reason, the vote had not been relieved prior to the receipt 
of the cash refund, credit would then be given direct to the 
debit sub-head which had been overcharged, if the account 
were still open, irrespective of whether the cash is received 
before 31st March or after that date. It will be observed, 
therefore, that if the refund is made after 31st Marchand 
while the prior year's account is still open, the classification 
of the receipt does not follow the normaf rule as to being 
credited under the date of receipt, the credit being required 
to relieve the erroneous charge against the prior year's vote. 
The exception is, however, more apparent than real; for such 
a refund cannot be termed '. a receipt in the proper sense of 
the term, being the correction of an error only. 

Distinction must be made between cases in which the 
original charge was actually erroneous or inadmissible, and 
those in which it was properly made. although its effect may 
have been neutralised by a subsequent transaction. Thus, 
in the case of stores purchased and re-sold, the original charge 
would correctly be'made agairist a debit sub-head in the normal 
course, while the re-sale would be treated as a separate trans
action and the proceeds credited to appropriations in aid, under 
date of receipt of the money. When provision is made in the 
estimates for the purchase and re-sale, and the stores are taken 
on charge and form a proper and final charge against the vote, 
there can be no difficulty about the classification and the prin
ciple on which it is based.. When, however, cases arise which 
have not been directly estimated for or foreseen, e.g. trans;. 
actions on active service, the facts of each case require to be 
examined before a decision can be arrived at as to whether 
a subsequent transaction is a genuine re-sale· or not. The 
guiding principle to be observed is that when a payment for 
stores, etc.,· has been finally and· properly charged' against the Cpo 2 R.. 
,vote, any subsequent transaction by which a refund is ob- 1893.51 

tained must be considered as in the nature of a re-sale, credit ~~2M: 
bemg given to appropriations in aid of the pertinent 'Vote ''
under date of receipt, and not to the debit sub-head 
which correctly bore the original cost. It is not essential 
that the stores, etc.; should have been actually taken on 
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charge for their value to be considered as properly chargeable 
to a vote; they must, however, have been paid for, and their 
delivery into the hands of the department at any rate implied. 
This principle is not applicable to cases in which the vote has 
been charged on a guarantee to make good if the stores are 
not finally passed, or if the terms of the contract require pay
ment to be made before inspection takes place. In such a 
case, if the' st0res are finally rejected, the vote cannot be con
sidered as having been finally and properly charged .. 

The following is an interesting illustration of this and other 
points of classification. 

The Admiralty paid for armour plates in instalments over 
two years-I908-9 and 1909-10. On inspection, the plates 
were rejected and the payments made were refunded in ;r91O-II, 
while the accounts for I90g-1O were still open. The 1908-9 
accounts were of course closed and the charge for the payment 
made in that year was indelible. The correct procedure would 
therefore have been to hav~ used the refund of the 1909-10 
portion to relieve the vote for that year of the incorrect charge 
against it and to have credited the refund of the 1908-9 portion 
under date of receipt to appropriations in aid of the same vote 
for I9IO-II, the effect being that the whole of the refund would 
have been surrendered to the exchequer partly in 1909-10 
and partly in 1910-11. As, however, it was necessary to pur
chase fresh plates, ,the refund was credited to a suspense account 
and utilised to buy the new plates, the expedient being adopted 
in order to adhere to the provision as made in the-original 
estimates, though from a book-keeping point of view it was 
wrong. Had the correct method been adopted, and the cost 
-of the new plates when delivered charged to the I9Io-II vote, 
that vote would have been charged with the full amount of 
the purchase, although no provision had been made for it in that 
year, and secondly, the naval expense accounts would have 
shown an inaccurate record of the total expenditure on the 
armour, as they would have shown the indelible 1908-9 portion, 
in addition to the full amount again charged in I9IO-II. In 
view of these circumstances, the Public Accounts Committee 
allowed the charge to stand on the understanding that the pro
cedUre adopted were not regarded as a precedent. It may 
be observed, however, that the objection to carrying out the 
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correct procedure on account of the resulting incorrectness of 
the expense accounts could have been obviated by the addition 
of an explanatory note to those accounts. 

'Vhen stores are sold from one vote to another, a somewhat 
different principle is involved. 'The justification fpr charging 2 R. 
the vote that receives the stores with their value and crediting 1893, 

that value to a debit sub-head of the vote that supp~es the i~M~' 
stores, is that the latter vote is assumed to need the money 
within the year to which it is appropriated for replacing the 
stores, or else to have spent the money for the immediate pur-
pose of the transfer, and to require its repayment within the 
year. To withhold payment in such circumstances would 
upset the estimate of the selling vote and would burthen it 
with part of the cost of a service for which Parliament had, at 
least implicitly, provided in the buying vote. But if this 
assumption be groundless, and the one vote does not really 
need to replace, or recover, the value of the stores which the 
other vote takes from it, either no cash payment at all ought 
to be inade for the stores, and the transaction should be simply 
recorded by note on the accounts, or the cash payments should. 
be credited to appropriations in aid, not to a debit sub-head. 
It will be seen, therefore, that the conditions justifying a cash 
payment. by the buying vote to a debit sub-head of the selling 
vote. can only occur when the payment, and any requisite 
correction of it, takes place in one and the same year as the 
original transIer of the stores.' 

The value of stores returned from one vote to another. in a 
.year subsequent to that of their supply. should, if any account
ing record is made, be carried to the credit of the vote returning 
them as an appropriation in aid; for the debit sub-head of the 
vote of that year has no title to the use of.this money in addition 
. to the provision made for it by Parliament, since the return of 
the stores implies that it does not require to replace them, and 
no money has been spent out of it on their original purchase. 
If the return of the stores to the original selling vote saves the 
purchase of other stores, it is justifiable to charge that vote 
with the value in order to credit appropriations in aid of the 
vote returning the stores; but if such is not the case, the trans
action will be sufficiently recorded by a note on the account. 
It may be stated as a general principle that, when the service Idem 
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extends over more than one year and the amount affected is 
small, the value· of aU stores returned by one vote to another 
without regard to the year of supply, should be treated as an 
appropriation in aid. 

A different principle is involved when stores are sold, not 
·from one vote tcianother, but from an Imperial vote to India 
or "a colonial government. So far as the service is estimated 
for, the paYment would be credited to appropriations in aid,
and· the department would have made provision for replace
ment, if necessary, under the debit sub-head of the vote. 
But if stores much in excess of those estimated for are pur
chased, the additional purchase price must still be credited 
to appropriations in aid as an extra receipt and not to the 
debit sub-head which bore the cost of the stores. The depart
ment, therefore, is not at liberty to use such sums in replacing 
the stores, and it must either leave its stock depleted or, if te
placement is necessary, effect it from savings or present a sup
plementary estimate, although it has not incurred expenditure 
in the conduct of its own service beyond the original estimate . 

. In all cases in which a credit is correctly given to a debit 
sub-head, care must be taken to see that the record of it does 
not hide the fact of expenditure under that sub-head. It might 
happen that a small expenditure had been incurred under a 
temporary sub-head to which a credit of greater amount was 
due. In such a case the gross expenditure and receipts should 
be shoWn in an inner column of the account, as otherwise the 
showing~merely of a net credit on the sub-head might keep 
the fact of expenditure having been incurred from the know
ledge of Parliament. 

There now remains to be considered the question of charges 
against appropriations in aid. The circumstances under which 
such charges are admissible have been already stated generally. 
An essential condition to be fulfilled is that appropriations in 
aid must have previously been credited with the sum to be 
charged; that is to say, only amounts already given to that 
head can be charged, though it is not essential that the service 
on which the recharge is made should be identical with that 
on which the original credit was given. For instance, a pay
ment made by a contractor for purchase of old stores maybe 
credited to appropriations in aid; if the circumstances of the 
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transaction necessitated compensation being :mbsequently 
paid to the contractor, such compensation· might be legiti
mately charged against appropriations in aid, the implication 
being that the original credit was excessive. 
. If an item has been wrongly credited to appropriations 
in aid by an error of accounting, a transfer can be at· once 
effected if the accounts are still open, the debit against appro"' 
priations in aid not involving any principle, and merely cor
recting what is practically oniy a clerical error: If, however; 
repayment has to be made of any sum previously credited 
to appropriations in aid, in a closed year's accounts, the charge 
must be made against the appropriations in aid of the same 
vote for the current year; that is to say, it is made under 
date of payment in accordance with the rule. If the repay
ment is of a sum credited in the prior year's accounts which 
are still open, the charge should strictly be made against 
appropriations in aid of the prior year to relieve that head of the 
credit which has now to be refunded, though, in such a case, 
it would have been preferable to have transferred the ~redit 
to a suspense account, if it haa been known beforehand that 
the item was not to be a final credit. The procedure in treat" 
ment of such cases varies, however, in different departments, 
some of which make a practice of charging such repayments 
und~r date of payment; and to this no auditorial objection 
is raised, provided the departmental practice remains consis~ent .. 
If the credit was given in the current year, the charge is made 
in the ordinary course against the head which has received 
the credit. 

It ·must, however, be borne in mind that when the original 
credit to appropriations in aid was a final and correct credit, 
any ·subsequent repayment must be treated as a separate 
transaction, and charged under date of payment against the 
appropriate debit sub-head. . . 

Indelibility of Expenditure . . 

. Before closing this subject, reference mus(be made to the 
question; which, in practice, frequently gives rise to discussion, 
as to the extent to which errors· in classification in a closed 
account may subsequently be adjusted. 
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The general rule governing the expenditure of parlia
mentary grants is that when an item has been included in 
an appropriation account, reported on by the Comptroller 

. and Auditor General, and sent by him to the Treasury for 
presentation to Parliament, the expenditure has acquired an 
indelible character of which no subsequent transfer can deprive 
it. ,The transaction is considered to be finally closed so far 
as the correctness of classification is concerned. The reason 
'for this is obvious if the conditions of a parliamentary grant 
are considered. The appropriation account is a single non
cumulative account, prepared and rendered independently 
of the preceding and subsequent accounts. The surplus on the 
account, when finally made up, is not carried forward but is 
surrendered to the exchequer. If, therefore, by reason of an 
erroneous charge, the surplus on one vote or service is less, 
and that on another correspondingly greater, than it would 
properly have been, any claim by the one department 'on the 
other, or by one vote on another of the army or navy, in 
respect of the error in classification, lapses with the surrender 
of the surpluses on the respective votes to the exchequer. 
The account, and with it the erroneous transaction, is thus 
necessarily indelible from the moment when it ceases to be 
'possible to correct the accounts of the respective grants. 
Any attempt to cox:rect the error by making a transfer between 
the corresponding grants of another year would not only be 
futile, as they could not affect the closed accounts in which 
the error occurred, but would also be irregular, since in the 
absence of specific provision in the subsequent estimates, such 
transfers in respect of obsolete transactions could not be held 
to form part of ' the service of the, year' for which the grant 
is intended to provide. The record of the error should be made 
by a note on the subsequent appropriation account. 

To the above-mentioned general rule there is one exception. 
Where joint works services, of which running accounts are 
kept, are being carried out by more than one department, 
adjustments of under or over charges between the depart
ments may be made, upon subsequent inter-departmental 
claims, so long as the running account of the joint service 
is open, even though the original under or over charge may 
be in a closed account. But even in this case the adjustment 
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should not be carried out if the intention is merely to charge 
the vote of one department, in order to credit appropriations 
in aid of another. The justification for permitting an adjust
ment is the assumption that the department erroneously 
charged requires the money for the particular item, having 
estimated to spread its total cost over two or more years. 
If this is not so, not only can there be no justification for a 
refund but the transaction would also be contrary to the prin
ciple that no expenditure should be charged merely for the 
purpose of treating it as a receipt. If such adjustments are 
made and give rise to a short charge or overcharge to the 
vote of an appreciable amount, a note should be appended 
to the account explaining the circumstances. 

Joint works services must not, however, be confused with 
those services which, though distinct, are jointly administered, 
such as the postal, telegraphic and telephonic services of the 
Post Office. In such cases the expenditure incurred is classified 
proportionately, as far as may be, to the extent to which each 
service is concerned. When the accounts are closed and pre
sented to Parliament, the expenditure becomes indelible 
and no subsequent adjustment can be made to .rectify errors 5 R. 
of allocation. For statistical purposes, however, it is in such 1890,34, 
cases necessary to record an error, and this should be done T.M. 

by a note appended to the appropriation account, stating 
the adjustment which should have been made between the 
two services. 

Somewhat different conditions prevail in the case of loan 
accounts and manufacturing accounts. Speaking generally, 
the same rule is to be applied under normal conditions; that 
is to say, when expenditure has been deliberately included 
in a loan account and reported on as loan expenditure and 
passed under the review of the Public Accounts Committee, 
it has become indelible. It has to be remembered, however, 
that in the case of military and naval works loans, there is 
no annual grant and no annual surrender of balances. The 
Loan Act usually provides for the rendering of an annual 
account and such account is cumulative so long as expenditure 
of the loan money continues. So far as the erroneous classifi
cation of an item to one head instead of to another of the loan 
is concerned, no adjustment should be maee after the annual 
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account, in which it was included has been reported on. The 
expenditure becomes indelible. But if the error is between 
the loan account and the appropriation account of an annual 
vote, there is more justification for permitting an adjustment; 
for this involves immediately, though not ultimately, an actual 
gain or loss to the exchequer; that is to say, it produces a 
financial effect on the year's finances aRd thus does not possess 
the inherent objection to making an adjustment which attempts 
to correct a past error merely by a book-keeping entry in the 
current year. On the other hand, the effect of adjustment 
is either to charge to a loan expenditure which has already 
been accepted by Parliament as a charge to the annual vote, 
or to relieve it of expenditure which has already been audited, 
submitted to Parliament, and accepted as a proper charge 
to the loan~ The adjustment therefore possesses objection
able features and should only be made in the case of joint works 
services and in exceptional cases. If considered essential, 
it is preferable that if should beregularised by the inclusion 
,of the amount in the estimates of a subsequent year under the 
vote or under appropriations in aid as the case may be. The 
justification for the adjustment should be the necessity for the 
money, and not merely the incorrectness of the original charge; 
and, consequently, the occasion for it would be practically 
limited to an erroneous charge to the loan,'that is to say, to 
the account which remains open and of which the total avail
able money has already been fixed. If the erroneous charge 
has been made against the vote from which funds were' then 
available to meet it, there would not be the same necessity for 
x.:efunding the money to the corresponding 'vote for a subse
quent year for which separate provision had been made. 
On the other hand, the effect of making no adjustment is, 
by relieving the loan of a charge which should have been made 
against it, to increase the spending powers of the department 
under the loan, or in effect to increase the amount of the loan. 
To this, however, the sanction of Parliament may be implied 
by the acceptance of the charge against the vote. Errors in 
ordnance factories' manufacturing accounts are on a still 
different footing, in that the factories ,are run on what is termed 
a commercial basis, and errors should be adjusted on the prin
ciples applicable 10 business transactions. If "a factory has 



ACCOUNTING DEPARTMENT 433 

failed to recover from a customer in a given year any portion of 
the expenditure incurred, it ~hould subsequently do so by means 
of a claim on the department in a subsequent year, irrespective 
of the closing of the year's accounts. Similarly in the case 
of overcharges, a refund should be made by the factory to 
the department, even though the original overcharge has 
been accepted against the parliamentary vote and become 
indelible. So far as the vote is concerned, there is no need 
for a refund of the money; but it is an incorrect profit to 
the factory, and therefore requires adjustment. If, however, 
the error consists solely in the charging of the wrong depart
ment, and any adjustment would be made entirely outside 
the factory accounts, no such adjustment should be made 
except as mentioned below in the case of claims on India, 
the colonies, or the trade, etc., though the error in charge would 
be brought to the notice of Parliament by means of a note 
on the next appropriation account. 

The foregoing rules would naturally apply only to inter
departmental transactions proper, with regard to which the 
'exchequer is both debtor and creditor. If a charge has been 
made against a parliamentary vote, which should have been 
made against Indian or colonial revenues or other funds, the 
Imperial exchequer is obviously entitled to a refund, even 
though the charge to the vote has been audited and passed. 
The classification cannot then be affected, but the erroneous 
charge requires adjustment. The refund, theref.ore, is credited 
to appropriations in aid as an extra receipt, and not to the debit 
sub-head corresponding to that which bore the original erroneous 
charge. Similarly, too, erroneous credits in factory accounts, 
where other than parliamentary accounts are concerned, must 
be adjusted. The indelibility of the credits cannot bar a claim 
to refund made by any other fund than a parliamentary grant. 

The same rule applies to public funds, such as savings bank 
funds, in which the. exchequer .is only indirectly interested; 
errors of charge or credit discovered t6 have been made, as 
between such funds and parliamentary votes, must be adjusted 
even though the vote account has been closed. That is to 
say, all cases of errors detected in closed accounts in which 
interests other than those of the exchequer are concerned. 
must be corrected by actual payment" to, or recovery .from. the 

2P' 



R.19II• 

ApP·3*. 
. p. 210 

434 PARLIAMENTARY GRANTS 

parties or funds interested, as the case may be, such payments 
or recoveries being brought to account in accordance with the 
ordinary rules for dealing with the assets and liabilities of 
public departments. 

IV. SUPPLEMENTARY INFORMATION APPENDED TO THE 

ApPROPRIATION ACCOUNT 

In addition to the" actual record of payments and receipts 
under the different heads, their comparison with the estimates 
and the explanation of variations, supplementary information 
is required on different points in order to furnish Parliament and 
the Public Accounts Committee with all particulars bearing 
upon the expenditure of the grants. 

It is often inconvenient or undesirable that such informa
tion should be embodied in the account itself, especially if of 
a statistical nature; for the appropriation account is a cash 
account and should be a straightforward record of cash trans
actions. It should follow the form of the estimates as closely 
as possible, and nothing should be included which will tend to 
detract from its simplicity; still less should any figures be 
included which are not susceptible of audit. 'Accounts, 
properly so called, are only really valuable when they are 
accurate records of facts in receipt and expenditure, which can 
be verified and relied on. Estimates, approximations and 
averages have undoubtedly their value for statistical and 
comparative use; but they are not what is understood to be 
the basis of an account upon which the appropriation or parlia
mentary record of a vote is framed, nor can the audit depart
ment be relied upon to ascertain or certify t1!eir accuracy.' All 
supplementary information should therefore be given in the 
form of notes, explanatory papers or statements, or by the 
publication of correspondence. The particular method of sup
plying the requisite information will depend on its nature 
and importance, the underlying idea being that the informa
'tion shall be supplied in the simplest form compatible with 
bringing the facts clearly and intelligently to the notice, 
not merely of the Comptroller and Auditor General. but of 
Parliament. · 
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On the other' hand, unnecessary dupHcation should be 2 R. 
avoided. If information is contained in papers otherwise 1912,18 

presented to Parliament there should be no need to reproduce 
it as an appendix to the appropriation account with a yiew to 
making it more readily fLvailable for reference, unless it bears 
directly upon, and is required in connection with, the parlia
mentary audit. 

Notes 

A note appended to the pertinent vote or item in the acc;ount 
is the most concise and convenient method of drawing atten~ 
tion to any special point and constitutes the recognised and 
authorised procedure in certain cases. If more votes than 
one are affected, the case may be met by a series of notes under 
the respective votes with cross ref~rences, thus saving the 
preparation of a special explanatory paper embodying them 
all. 

Speaking generally, explanatory notes are added to1;he 
appropriation account in those cases in which it is desired to 
bring matters to the notice of Parliament which are ini;Iuded 
in, but not apparent from, the figures of the account, or which 
cannot conveniently or correctly be embodied or detailed in 
the account itself and which are not sufficiently important, 
numerous, or regular to require the insertion of a paper or 
the opening of a special sub-head. Notes of this nature may 
either be added at the foot of the account of each vote or be 
inserted after the explanation of the surplus or deficit of the 
sub-head concerned. Their insertion is, as a rule, due to the 
expressed wish of the Public Acco~nts Committee that certain 
specific charges should be brought to light in this manner, mor~ 
particularly in the case of damages and compensation charges 
which, from their nature, must have been incurred without the 
prior sanction of Parliament in other than· a gtlneral sense of 
their possibility. 

It is essential that all exceptional charges of this nature 
should be clearly shown upon the appropriation account fQr 
the information of Parliament, and not be included among the 
normal and regular payments without comment. The object 
in view may be achieved by the opening of a 'special sub-head 
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zR. 
of the vote, and this course has been on more than one occasion 
recommended by the Public Accounts Committee. In 1881 

1881,60, the Treasury agreed that, in accordance with the recommenda
T.M. tions of the committee, a payment by way of forfeit or com-

pensation for loss to a contractor should be charged to a separate 
sub-head instead of being treated as a payment for services 
rendered. In the following year, however, it decided that 

, compensation for damages should not form the subject of a 

zR. 
1883, 61, 
T.M. 

Navy 
App. 
Acct. 
1885-6, 
p. 131 
P.P. 
vol.lii., 
1887, 
P·443 

4 R. 
189Z, 
T,M.,16 

special sub-head, but that cases extraordinary in character or 
amount should be noted in the appropriation account. With 
this decision the Public Accounts Committee agreed. Unless 
the circumstances are very exceptional and the amount involved 
is large, a note appended to the account is equally effective. 
The present general practice in the case of losses of this descrip
tion, other than fraud, is that laid down by the Treasury in 
1886.' Any payment by way of forfeit or compensation for 
loss to a contractor, or any fruitless payment for goods not 
supplied or for freight of goods not carried, should be made 
evident on the face of the appropriation account, the object 
being to distinguish genuine payments for goods supplied or 
service rendered from payments that are nugatory and represent 
a dead loss to the public. This object, however, may be attained 
by means of a note on the appropriation account, as well as 
by opening a separate sub-head; and my Lords think that 
the former expedient might suffice in many cases where the 
amount involved is not large (say not over £300) and the circum-
stances are of an ordinary character not involving fraud or 
default on the part of officer:s or contractors.' A payment for 
the cancellation of a contract or for works abandoned should, 
however, preferably be made the subject of a special sub-head. 
Wheh a separate sub-head is opened in such cases, it follows 
immediately the appropriate vote heading, and if the charge is 
classified to the vote heading in connection with which the 
payment arises, the necessary note is appended in the margin 
of the general state. Thus, by either method, Parliament is 
clearly informed of the transaction. 

So, too, in the case of exceptional charges, especially if in
cluded under such headings as 'incidents' or' miscellaneous,' 
for which it is neither necessary nor desirable to open a. special 
~ub-head. In order that the inclusion of the charge may be: 
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clearly explained to Parliament, special reference should be 
made to it by means of a note, and indeed this course is recom
mended in preference to an excessive multiplication of special 
sub-heads. Differences of opinion will no doubt arise as to 
whether any particular item is sufficiently important, in respect 
either of its character or its amount, to deserve special notice, 
and the question of insertion of a note must be a matter of 
disCretion. This would usually rest with the au~ority who. 
approves the expenditure. Even, however, if the charges are 
not exceptional but appear to be too large in amount to be in
cluded in a sub-head without further details, a note may often 
be added with advantage. As an example of this, the expendi- R. 1912, 

ture in l:9IO-II on science and art buildings was £r,500, which Ev. 239 

included £935 for minor works. The Public Accounts Com- 24
1 

mittee considered that some rough analysis or note should 
have been added in such a case. On the other hand, where 
details are fully set out in the estimates it may be unnecessary Idem 
to repeat them in the account; and notes may merely be given 474 • 
to explain variations from the estimate. 

A further class of exceptional expenditure which requires 2 R. 
to be noted is that which is not supported by such vouchers as 1883. 6( 
would, in the ordinary course, be produced. Cases of this sort &T.M. 

most usually arise in connection with the loss of vouchers due 
to active service, miscarriage in the post, etc. The admissi-
bility of the charge depends upon the circumstances of the case 
and the evidence available, or indirectly obtainable, as to the 
probable correctness of the charge. If no evidence is obtain-
able as to the nature or particulars of the expenditure which 
would justify its charge against the vote as vouched expendi-
ture, it must either be charged as a loss or disallowed against 
the officer responsible; but if the circumstances justify a charge 
against the regular sub-head a note of its inclusion must be 
appended. It is the duty of the Comptroller and Auditor 
General to bring all such exceptional expenditure to notice ; 
but this may be done by the insertion of a note on the account 
on his recommendation, if not previously inserted on the initia-
tive of the department or by di,rection of the Treasury instead 
of leaving it to be mentioned in his report: and more correctly 
so, as the appropriation account" should be as complete as 
possible in itself when presented to Parliament. Again, pay-
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ments which may be quite legitimate, but are not strictly 
covered by the wording of a grant, should be specially brought 
to the notice of the Public Accounts Committee, and this 
may be sufficiently done by means of a note. 

In the cases of loss by fire or shipwreck, it is important that 
Parliament sho.uld be informed of the effect on the public purse. 
The loss may not affect tl:te current year's cash vote at all 
except in so far as replacement actually takes place during 
the year. Even, however, if it were possible to identify the 
original charges .as belonging to the current or a prior year, 
this would be immaterial, for such charges would have repre
sented final transactions which could not be affected by the 
subsequent loss. No book-keeping entry could therefore be 
correctly made in the cash accoupt to adjust the loss of stores. 
A note under each vote, whioh purchased the stores, etc., origi
nally,.sufficientlyexplains the loss which the public has suffered, 
and incidentally suggests the additional burden which may be . 
thrown on the respective votes iIi making it good. Such notes, 
as regards the army and navy, are only inserted when the net 
loss, after crediting any surris recovered, exceeds [IOOO, 

provided it is due to causes beyond the control of responsible 
persons. 

On the same principle it is necessary to inform Parliament 
of ·such transactions as exchanges of lands, which involve no 
money payment and therefore do not appear in or affect the 
cash account of the year. This information may either be 
given in a note or in a paper appended to the account. 

When a department incur:s in one year expenditure which 
involves future liabilities other than those arising out of current 
contracts, the fact of the existence of such liabilities should be 
made plain to Parliament, as they in effect anticipate the votes 
of succeeding years. In the case of works, the estimates 
supply this information as to buildings commenced or antici
pated at the time the estimates are presented, and a statement 
is prepared showing the estimated total cost, the amount 
already spent, the amount estimated for in the next following 
financial year, and the further amount required for completion. 
For other services, the particulars of any special liabilities 
that may have been incurred beyond the grant should be ex
plained in a note appended to the appropriation account: 
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but this applies only to cases in which the payment in respect 
{If the liability, though due in the year to which the account 
relates, is postponed by agreement, or because it has not been 
possible to take the usual steps antecedent to payment. 

Statistical figures when not set forth in a statement should, 
if required, be given in a note. Thus, in the case of the amounts 
received from the public in repayment for the material of 
post-cards, wrappers, etc., as distinguished from the amount 
representing pure postal charges, it is impossible, without 2 R. 
disproportionate expense to distinguish the two classes of 1885. ~o 
receipt so as to bring them under different heads of revenue. 1 & 2 R. 
The estimated figures in each case are therefore only approxi- ~~~;3 
mate, and prepared for statistical purposes, and are properly T.M .• 
recorded by means 6f a note. Similarly, in such cases as the 
schedule of losses by default on- postal and post office savings 
bank services, a note is added of the approximate number of 
transactions during the year under each of these headings 
and the amount of money they involved, t.hus supplying 
Parliament with statistical information as to the relative 
proportion of loss to transactions, which could not, otherwise 
be obtained from the cash account. 

Adjustments, when necessary, of figures in a prior appro- R.1874. 
priation account must likewise be recorded by means ofa note 134 
and not by book-keeping transactions. To include in an 
account amounts paid in any anterior period is illegal; since 
each year's account is limited to cash transactions which take 
place within the year. When the account is finally closed, 
the expenditure therein recorded, as already mentioned,' 
attains an indelible character, so far as the headings charged 
are concerned, and no adjustments between the headings of 
a subsequent year's account could alter or have any effect 
upon the headings of the closed account. When, therefore, 
it appears,. after an account has been closed, that errors in' 
classification have' occurred, or that the distribution of pro
portionate charges between two headings requires adjustment 
as the result of more complete information being available, a R. 1887. 
note should be appended to the next account to be presented to 57. T.M. 
explain what adjustment should bem,adeforstatistical purposes, 
or to record the decision arrived at on a question of principle. 

The use of notes for cross references has already been alluded, 
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to. If a, loss affects two or more votes, such notes under each 
vote concerned serve to draw attention not only to the separate 
losses under the different votes concerned, but also to the total 
loss occasioned by the incident. Cross references in each ap
propriation account are also necessary in the case of services, 
the cost of which is borne by two departments, in order that 
Parliament may review the matter as a whole. 

The same principle applies in the case of personal emolu
ments. In 1868 the Public Accounts Committee expressed the 
opinion that where a public officer receives a grant or temporary 
increase to his fixed salary in respect of special services, pro-
vision should be made accordingly in connection with the vote 
upon which the fixed salary is charged, and in the following 
year amplified this principle by making it applicable to ser
vices rendered under the sub-head of the vote. When the 
fixed salary and the extra remuneration are paid by the same 
department, the total emoluments shoUld therefore come under 
review not only in the same account, but under the same vote. 
If the emoluments are received from different departments, it 
becomes necessary to supply Parliament with the information 
as to extra remuneration by means of a statement appended 
to the estimates or the appropriation account, so that by means 
of cross reference the total may be arrived at in the case of 

R. Sess. any individual so remunerated; and the Public Accounts 
2,1880,3 Committee attaches great i.mt>ortance to making the record 
2 R. of extra remuneration as complete as possible. If, therefore, 
~~~~' 72

, extra remuneration is granted to a public officer and is charge-
able to a different vote from that which provide~ his fixed 3 R. , 

1871, 16 salary or pension, or even from funds other than parliamentary 
z R. grants, the fact should be explained in a note either on the 
1888, 38 estimates or the account; and so also in the case of a pension 

Cp.R. 
1914,4 

which is chargeable to more than one vote, while conversely, 
if an officer has served in more than one department, and, for 
administrative convenience, the whole of his pension is charged 
to the vote for pensions of the department in which he was 
serving at the time of his retirement, a cross reference should 
be made to the different non-effective votes concerned if the 
amount involved is large. In the case of the civil service 
votes, a detailed statement is appended of all extra remune
ration granted exceeding £25, showing the amount of the 
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recipient's regular salary and the vote on which it is charged. 
The existing practice under which notes on extra remuneration H.C. 
are appended to the estimates or appropriation account is that 36 / 19 11• 

laid down by the Treasury in I897. The necessity for bring- P·73 
ing to the notice of Parliament all extra personal emoluments 
applies in principle to regular emoluments. and it has been laid 2 R. 
down as an important principle that personal remuneration ~8::. 61. 
should. whenever practicable. be provided for in a different . . 
sub-head from other expenses; but that if this is impracticable 
the sum taken for personal remuneration should be shown 
as a distinct item of the sub-head. or a note made that the 
sub-head is intended to cover such remuneration. 

It 'will thus be seen that the use of notes is extensive and 
various. They call attention to special charges included 
in a gross charge in the account. both for ordinary items of 
exceptional amount. and also of extraordinary items-such as 
compensation and damage, record erroneous classification in 
prior years, supply statistical figures, point out the effect of 
losses by fire and shipwreck, supply cross references to cognate 
items in other votes, and generally serve as sources of infor
mation to Parliament on the many points which are not 
directly brought to notice by the cash account itself. and for 
which it is not necessary to append a paper or table. 

Statements and Papers 

Statements or papers are appended to the account when 
the information to be given is too extensive to be embodied 
in a note, and also for the purpose of supplying details of 
expenditure under certain sub-heads not for purposes of com
parison with the estimate, but to inform Parliament of the 
particulars. 

Such statements are required annually for the particulars of 4 R. 
losses, of payments for rewards to inventors,l of sale, purchase, 1889. 10 

and transfer of land and buildings, of extra remuneration of cpo R. 
war office and admiralty officials, of special missions under f~:' 33. 
the diplomatic and consular vote. of passages of governors, . . . 

I The practice of publishing the names of inventors was abandoned by R. 1915. 

the Admiralty in 1913, though the Public Accounts Committee had originally E .... "_I 
recommended that this information should be given, when not secret. 



Cp·4R. 
1889,52 

2 R. 
190 9,18 

3R. 
, 1910,3 1 

2R. 
1886,65 

R.1906, 
EV.I082 ' 

442 PARLIAMENTARY GRANTS 

etc., u~der the colonial services vote, and intermittently for 
special services as the occasion arises. 

One of the most important statements in this class is that 
of losses, balances irrecoverable, and claims abandoned. In 
the case of the majority of the civil departments where the 
losses are small, a note appended to the account is sufficient 
to call attention to any case of this nature which may have 
occurred ;·but in the case of the army, navy, inland revenue, 
and post office, where losses on a more or less extensive scale 
regularly occur, they 'are detailed in an explanatory paper or 
statement. For the inevitable losses by default which occur 
in the revenue departments, estimates are presented and 
grants 'made, thus obviating an annual' sllpplementary or 
excess vote to cover such losses. In these cases the detailed 
statement follows the explanation of surplus or deficit on the 
sub-head. In the army and navy estimates no provision is 
made, although there is an annually recurring charge to be 
met, since the powers of virement render provision in advance 
unnecessary. Such losses, however, must be distinguished 
from cases of compensation f0r losses to contractors and others, 
and cognate matters, which, though involving loss to the 
public, are on a different footing and constitute correct charges 
to the appropriate vote, being rather in the nature of incidents 
of business transactions, or payable under contract, agree
ment, or regulations. All other losses than these, including 
losses of specie, must 'be charged to a special sub-head of a 
civil vote, if not otherwise provided for, or to the army and 
navy heads' balances irrecoverable,' which are entered as 
non-voted services at the end of the account and show the 
gross expenditure thereon as a deficit. Such deficit must be 
made good from surpluses on the votes if available, or by a 
supplementary estimate or an excess vote. Owing to the 
special nature of these items and of the voted items of civil 
votes it may be readily understood that Parliament requires 
to be informed of the particulars; sums under £20 are, 
however, not entered in detail, but shown in one amount,1 

The statements rendered with the army and navy accounts 
discriminate between cash losses of the year to which the 

1 These statements were first appended to the inland revenue account in 
1889 and the post office account in 1909. 
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appropriation account relates and other losses. Since the 
appropriation account is a cash account, no charges can be 
made against the item 'balances irrecoverable' which do not 
affect the cash account of the year; and, on the other hand, 
all losses affecting the cash account and not chargeable to a 
vote must be made against that item. The total of this item, 
therefore, is wholly accounted for in the cash column of the 
losses statement. The circumstances of each loss are explained 
and information given as to whether there has been fraud, 
whether disciplinary action has been taken against the indivi
dual to whom the loss was due, whether any portion has been 
recovered by the withholding of pay due or otherwise, whether, 
in the case of deficiencies of stores discovered at a stock
taking, surpluses of other stores were found at the same time, 
and, generally, any particulars which bear upon the cause and 
effect of the case or the actual loss to the public. 

When a loss has been wholly or partly recouped by the 
withholding of salary due, the full amount of the loss should 
be charged as a loss either against 'balances irrecoverable' 2 R. 
or the appropriate civil sub-head, or, in the case of stores, 190 2,2. 

shown in the losses statement or noted under the appropriate T.M. 

vote, and an explanatory note added as to the set off, thus 
clearly showing the net loss to the public. This method 
satisfies the rule that public accounts should be framed 
so as to show substantially the true facts of the· case. 
To adjust the loss by charging the salary withheld against' 
the vote under which provision was made for it and the 
balance only, if any, as a loss would be incorrect. In the 
first place it would tend to hide-if not the fact that a 
defalcation had occurred, at any rate, the full eXtent of it ; 
in the second place, it would have the effect of charging a 
sum against the vote which had never actuall~ been issued 
and for which no receipt could therefore be forthcoming. 
, To charge a vote with a sum not actually paid, and not legally R.1882, 
payable, is clearly contrary to the terms of the Appropriation App. to 
Act.' To this rule there are two important exceptions. The T.M. 

first one mainly affects the army and navy. When an account-
ing department has the power, under statute or other specific 
authority, to withhold payor emoluments to meet a public 
claim, including losses ordered to be made good, any sum so 
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withheld is deemed to be paid out and refunded. The appro"": 
priate vote is therefore chargeable· with the gross amount of 
pay, although not actually paid over to the individual who 
has earned it, and credited per contra to the account deficient, 
or to the heading balances irrecoverable if the loss has been 
charged thereto in the current or a .preceding year. The 
second exception concerns the revenue departments. All 
losses of revenue due to the defalcations of collectors, 
whether appointed by the government or by local com
missioners, are charged to the vote and credited· per contra 
as revenue. Although this course is open to the objection 
that it results in money being voted for the purpose of being 
paid into the exchequer, and thus swelling unnecessarily both 
sides of the account, tne counterbalancing advantages are 
that uniformity of treatment is secured, and, of still greater 
importance, publicity. If this is not done and the loss is 
merely written off revenue, there might be a possibility of 
its never being brought to the notice of Parliament, for the 
appropriation account deals with the vote only. 

All other losses that come to light during the year, but 
do not affect the cash account, are shown separately for the 
information of Parliament. These include, firstly, claims 
abandoned on account of loss of stores, etc., in the current 
or prior years, which, though not affecting the cash account, 
involve loss to the public; secondly, cases of loss through non
receipt of rent or other dues; and thirdly, all cash losses of 
prior years which have come to light since the closing of the 
year's accounts to which they referred and in which they 
were charged against the vote, and which, consequently, cannot 
be now charged against. • balances irrecoverable' for the 
purpose of relieving the vote of that year, or the corresponding 
vote of the current year, in adjustment, even when subsequently 
found to have been irregular or illegal. To carry out a book
keeping entry in order to do this for purposes of adjustment 
would be both irregular and unnecessary. If, for instance, 
it were found that an overpayment had been charged against 
a prior year's vote it would be useless, as an attempt at adjust
me:nt, to charge the loss to • balances irrecoverable' in order 
to credit the corresponding vote in the current year; for the 
same votes in succeeding years are entirely distinct from one 
another as regards provision, and the closed account would 
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in no way be affected by giving credit to the corresponding 
vote in another year which had not been charged with the 
over-payment. More apparent justifi<:ation might be found 
for charging the loss in such a case to • balances irrecoverable ' 
in the current year, and crediting the amount per contra to 
appropriations in aid of that vote which would normally 
receive the credit if the over-payment were refunded in cash. 
Such an entry is, however, obviously unnecessary, in that 
the loss can be equally brought to notice in the losses state
ment without any book-keeping ~ntry, and irregular beca~ 
an entry would be made in the appropriation account, although 
no cash transaction had taken place during the year. On 
this point the Treasury expressed the opinion in 1:882 that 
it was always' undesirable to fictitiously increase the actual R.1882. 
receipts and expenditure of a department by charging sums ~~. to 
as expenditure merely for the purpose of paying them into . . 
the exchequer as receipts: The objection equally holds good 
under the system of appropriating receipts in aid instead of 
paying them into the exchequer-that is to say, no item should 
be charged as expenditure solely for the purpose of treating 
it as a credit to appropriations in aid. Cases of this description 
must not, however, be confused with those of over-payments 
which are found to have been made against the vote before 
the account is closed. In such cases it is not only proper but 
essential that the vote should be relieved of the improper 
charge, and the loss· or over-payment transferred to 
• balances irrecoverable,' if authority to write it off as a 
loss is obtained; or, failing that, to a suspense account 
pending recovery. 

Statistical tables are mainly employed as appendices to 
appropriation accounts for the purpose of supplying informa-
tion as to the total cost of particular services which cannot 
be seen directly from the accounts-that is to say, they are 
statements of portions of the expenditure extracted directly Cpo 3 R. 
or indirectly from one or more accounts and re-classified 1888, «) 
according to the particular service in place of to the parlia
mentary vote. Such statements may be either composed 
of actual audited expenditure-in which case they are them-
selves susceptible of audit; or they may be merely approxima-
tions which supply in a general sense the information required: 
or. again, they may be composed partly. of actual and partly 
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of estilnated expenditure. Statements of this nature are 
usually prepared at the expressed wish -of Parliament or the 
Public Accounts Committee. Reference has previously been 
made to the preparatiop. of such statements to show the cost 
of military expeditions abroad, which mainly affect only one 
department, but. they might also be demanded for special 
services or. events affecting several departments. For example, 
it might have been interesting to know the total outlay which 

Cpo had been incurred in guarding public buildings against the 

E
R. I9I5, operations of the suffragettes. The expenditure for this service 

v. 155-
6 was spread over many votes accounted for by various depart-

3R. 
1894,2x 
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ments; the figures were nowhere put together in a collated 
form. Such information could therefore only have been 
supplied by the preparation of a statistical table comprised 
of extracts from the various votes affected. 

An important and comprehensive table of this description 
is the statement of total and net cost of each department 
which is appended to the Comptroller and Auditor General's 
report on the appropriation. account on information supplied 
to him by the departments concerned. It is therefore strictly 
not an appendix to the appropriation account, but may, for 
convenience, be treated under this head. Even though such 
statements may be, and often can only be, approximate, yet 
it is important to exhibit as nearly as possible the actual 
cost to the taxpayer of the several departments of state, 
which is not otherwise brought out under the existing system 
of departmental appropriation and account whereby, generally 
speaking, elj.ch accounting officer accounts only for those 
votes which his department administers. The whole of the 
expenditure comes under review of P3:rliament separately 
and in detail in the appropriation accounts of the votes of the 
several departments ia which provision is made for it; but 
the cumulative effect of the expenditure incurred in respect 
of anyone department by the other public departments can 
only be seen in a statistical table. The presentation of this 
table does not, however, relieve the departments of the necessity 
of giving information to Parliament in the estimates as to 
such services. 'Whenever the cost of a department mcludes 
a portion on account ofa service intimately connected with 
another department (or paid on behalf of another department), 
a reference to it ought to appear on the face <>f the estimates of 
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each department.' Such references would only be necessary 
when the service is not only administered, but also accounted 
for by the administering department. If the latter is merely 
acting as the agent department. the expenditure is estimated 
for and accounted for by the department to·which the service 
properly belongs and a reference to the service rendered by
the agent department would be unnecessary. 

The desirability' of such total cost statements was first 2 R. 
put forward by the Public Accounts Committee in 1879; 1879, 35 

and though some years later the Comptroller and Auditor 
General questioned their utility on the ground that they were 
'necessarily in the nature of estimates formed by various 3 R. 
departments of the expenditure for other departments, and 1889. 31 

thus differed wholly in character from the verified figures,' 
yet both the Public Accounts Committee and Treasury, while 
admitting that they were practically only estimates in certain 
points, considered that their value justified their retention. 
The object of these tables of allied services is to show approxi- R. 1910, 

mately the true cost of each separate administration, and EV·392 

for this purpose the total of expenditure incurred by all other -414 
departments concerned, or charged direct to the consolidated 
fund, is added to the' total expenditure of the department, 
as shown by the appropriation account. The statement 
thus supplies information as to the extent to which expenditure 
has been incurred on behalf of the department, which is not 
included in its appropriation account, on account of services 
and materials provided by other departments and paid for 
by them. Though the Comptroller and Auditor General, 
who prepares the statements and submits them with his 
report, is the only officer who could say that they are fairly 
representative, he, makes no attempt to audit them, but 
merely reviews them generally and puts them forward on the 
responsibility of the departments concerned, whlch have 
themselves previously submitted an earlier statement with the 
annual 'estimates. The Comptroller and Auditor· General 
is, moreover, able to protect himself from being- charged with 
more than his share of responsibility in respect cif them by the 
addition of such notes or preamble as he thinks necessary, and 
the statement is usually headed by the words: 'The follow': 
ing charges are stated to have been incurred ... .' The: 
departme~t, 01} the other hand. to which the statement of 
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allied 'services relates, has no control over the figures which 
are not chargeable to its votes, and expresses no opinion 
on them, as it has no means of verifying the figures or making 
any investigatiop.. The importance and utility of the state
ment is further increased by the exhibition of the net cost 
of the service, when this can be ascertained, by setting off the 
approximate receipts against the gross cost; while, again, it 
offers the opportunity of correcting for statistical purposes 
errors of classification as between services, which have become 
indelible in the cash account. 

It is not always possible to show the complete cost of any 
particular service carried out entirely by one department 
in its appropriation account,which provides for the whole of 
the services of the department. If attempts are made to do 
so by means of notes it may be difficult to know where to draw 
the line, and for what services such notes should be added; 
though; if the Public Accounts Committee attaches importance 
to certain information being given by a note, the department 
would naturally comply with the wish. In more important 
cases the necessity for notes is obviated by the presentation 
of statistical tables, prepared when it is necessary to exhibit 
the total cost of a p~ticular service of which the whole expendi
ture is incurred by one department, but met from different 
votes-as in the case of the army statement of military expendi
ture in respect of the colonies and Egypt, including the value 
of stores supplied. This statement is furnished at the request 
of the· public Accounts Committee expressed in 1882. The 
navy appropriation account similarly appends a statement of 
the contributions from India and the colonies towards naval 
expenditUre tabulated under the appropriate votes which have 
received the benefits of such contributions from each country. 
This statement is in effect a re-arrangement of a portion of 
the detailed appropriation in aid statement. The extent to 
which the system of supplying statistical information of this 
nature, in order to obviate the disadvantage from an informa~ 
tive point of view of arranging the estimates according to 
• nature' instead of to • purpose: must clearly be limited 
by the expense and labour involved. It has been stated, for 
instance, that the preparation of the army colonial statement, 
mentioned above, costs £200 a year. 

Again, statistical.tables are useful. for the purpose_~f showip.g 
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the total ~ost of special non-recurring services which may 
arise during the year and which mayor may not have been 
contemplated when the estimates were framed. If they were 
not foreseen. the expenditure can only be met· by savings 
on other items or by obtaining further provision by means of 
a supplementary vote. In the former case the expenditure. 
when incurred. is technically irregular. unless it is covered in a 
general sense by the terms of the resolution on which the graDt 
was made. and the extent of the irregularity should be brought 
to the notice of Parliament. If the expenditure is not great. 
this may conveniently be effected by means of notes in the 
appropriation account against the hea~ concerned. If. 
however. several sub-heads or votes are affected to a material 
degree by the expenditure on the unforeseen service. it is 
advisable to append to the account a collated statement of the 
total cost of the service. which will show clearly the total 
excess over provision which such service has occasioned . 
• Whenever a special service not distinctly contemplated in R.18n, 
the estimate has occasioned expenditure considerably exceed- 42, T.M. 
ing the normal grants under a variety of sub-heads •. a statenlent 
of the expenditure for such special service within the year 
ought invariably to be appended to the appropriation account; 
this would bring the irregularity distinctly under notice.' 
Such a stateptent. by supplying the total cost in one table. 
achieves the desired object more clearly and conveniently 
than by the opening of special sub-heads under each of the votes 
concerned, while at the same time the appropriation account 
is prepared in accordance with the estimate sub-heads. State- Cp.] R. 
ments of this nature are usually appended to the appropriation 18g5. 25 
accounts of the army and navy when extra expenditure is 
incurred on the numerous expeditions which are undertaken 
in all parts of the world. which. though not necessarily requiring 
a supplementary estimate. yet involve expenditure not con
templated when the estimates were framed. Such a statement Idem, 
of total cost provides. moreover. a basis of adjustment when it 26 

is necessary or desirable to claim a contnoution in the event 
of the expedition being undertaken for the sake of a colony. 
A statement of this kind can. as a rule. only be approximate. cpo A. &; 

both because extraordinary expenditure will inevitably be N. Est. 

h . ed . h dina di d al beca Com.Ev. muc mIX up Wlt or ry expen ture. an so use ]152-5 
there may be much indirect expenditure involved which is not 
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included in the cash account of the year, such as the gradual 
increase of stores, men and material in past years in preparation 
for the operations. Such statements, though useful statis
tically, can· only come indirectly,' through. the increase or 
decrease of stores as shown by the expense accounts, within 
the purview of the Public Accounts Committee, which deals 
With the cash account primarily. 

If a supplementary estimate for a special service is put 
forward and it is found advisable to open special sub-heads 
under each vo.te to account for the service, Parliament -is thus 
informed in advance of the proposed expenditure by sub-heads 
~nd is able to follow it up under those sub-heads in the account, 
without the addition of a statistical table. If, however, 
when such a supplementary estimate is put forward, it is not 
intended to open special sub-heads for the service but to account 
for them under the normal sub-heads, there should be some 
means in the appropriation account by which it could be 
ascertained whether the total expenditure for that service 
exceeded, or not, the ainount estimated. Distinction must be 
made between an ordinary supplementary estimate intended 
to make -additional provision for normal current expendi
ture, and a supplementary estimate demanded for a special 
service. If the latter, though asked for for a special purpose, 
were to be applied to defraying ordinary charges not connected 
with the special emergency, the means of effective control and 
audit would be diminished. On the other hand, with respect 
to much of the' expenditure, it may be impossible to ciassify 
individual vouchers against the supplementary estimate, or, 
with any pretence of absolute accuracy, to separate it and 
bring together in the appropriation account the expenditure 
for the additional service. This being so,. the requirements 
of Parliament can only be met by means of a statistical table 
of approximations appended to the account, or by a separate 
return to be presented to Parliament at the earliest possible 
opportunity. The Treasury recommends that the former 
course should be adopted. Such a statement, without being 
too minute in detail, would afford an authentic record for 
Parliament, sufficiently accurate for practical purposes, of 
the cost which had been incurred by any extraordinary service, 
~d at the same time ena.bl~ P~lia.rnent to te&t the accuracy of 
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the estimates which had been made, thus tending to secure 
care in the preparation of similar estimates on future occasions. 

But again, there are always certain special services which 
it will be known will occur and for which general provision can 
be made in advance. That is to say, sums are provided for 
general services, to be applicable to a variety of purposes as 
occasion may arise. If the service is not exceptional, it may 
be said to be normally provided for in the estimates, though 
not specifically anticipated. To select from various sub-heads R. I8n, 
and votes portions of the expenditure upon such services and 42 , T .M. 

charge them en bloc to a new sub-head introduced to cover 
the special service would be an attempt to combine two irre
concilable principles of classification-namely that according 
to 'nature,' and that according to ' purpose.' In such cases, 
no special statement is required, unless the circumstances are 
exceptional, or the amount involved is considerable, in which 
case a consolidated table may be prepared. 

A further class of statistical table appears in the army and 
navy accounts, namely a statement which compares the actual. 
s~rength of these services with the ·numbers voted by Parlia
ment. In the case of the army, a separate paper is appended 
showing the excess or shortage month by month; while in the 
case of the navy a table sQowing the quarterly averages 
compared with the numbers voted, is added. to the votes by 
which the pay is borne. Upon the number of men voted 
hinges directly and indirectly the whole scheme of expenditure, 
though it must be remembered in this connection that an esti- R. 19II, 

mate of cost is framed on the numbers it is expected will exist, Ev. 2694 
as an estimate must always be, and not on the numbers voted, 
that is to say, the establishment, which is the limit to which 
the force may be raised. If the numbers authorised are 
materially exceeded, the resulting excess of expenditure will 
appear in the accounts. But it may happen that though the 
numbers are in excess for a period they may not be in excess 
if an average for the year be taken, and consequently there 
may be no resulting excess expenditure on the year. In such 
a case, however, an important constitutional point is involved. 
Parliament fixes for the army the limit of the forces which may 
be kept up by the Crown; and though, in these days, the point 
is probably of little practical imporlance, the power to average 
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the numbers throughout the year would enable the Crown, 
by deliberately reducing below the admissible limit Jor a period, 
to secure at another period a force in excesS of that authorised 
by Parliament. This statement shows Parliament how the· 
numbers voted compare with the actual numbers throughout 
the year, month by month. The Public Accounts Committee 
attaches great importance to the necessity of keeping, as 
nearly as possible, to the numbers voted, and condemns the idea 
that the number voted by Parliament represents.an average not 
a maximum number. Though this is not expressly stated in 
the vote, the Treasury agrees that it is the more strictly con
stitutional view and must be taken as expressing the intention 
of Parliament, . so long as Parlia:me]J.t does not disavow it. 
While smaIl variations are inevitable, whenever a. material 
excess over the numbers voted is foreseen as about to occur 
or is known to exist, and a reduction cannot be immediately 
effected, parliamef:ltary sanction for such excess 'should be 
obtained as soon as possible. 1n the case of the navy the 
same principle now holds good, as, since 1913, the numbers have 
been voted on a maximum basis instead of as formerly on an 
average; This, however, does 'not affect the cash estimates, 
which continue to be based on an average; that is to say, on 
the numbers wh!ch it is expected will exist throughout the 
year. These statements are checked and reported on by the 
Comptroller and Auditor General. 

In addition to the information which is required to be 
supplied as bearing directly on the appropriation accounts, 
there are many other cases in which Parliament requires to 
know particulars as to the in,direct resUIts and operations of 
its grants; that is to say, to follow up its grants beyond the 
point at which they are finally and properly charged in the 
appropriation account. Such cases fall into two classes-the 
operations of bodies financed wholly or partly by grants in 
aid, and the operations of concerns the cost of which is 
chargeable to ordinary sub-heads. 

Apart from the ordnance factories and such manufactur
ing establishments as the army clothing factory and aircraft 
factory, for which accounts are rendered in accordance with 
the Army and Navy Audit Act, there are' various other 
productive concerns, undertaken by different departments, of 
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the effect and output of which Parliament obtains no infonna-
tion from the statement of expenditure incurred on them from Cpo 2 R. 
parliamentary grants as shown in the appropriation accounts. 1885, 38, 
Such are the army remount farms, and the manufacturing, T.M. 
farm, and garden accounts of .prisons. The working of such :8!~ 18 
concerns may be set out in greater or less detail according to 5 R.' 
the extent to which it is desired to examine it. Thus, in the Ig02, 3-4 

case of the army remouht farms, a statistical table is appended, 3 R. 
in the form desired by the Public Accounts Committee, of the Ig06, 14 

cost of the different fanns and the net daily cost per horse R. Ig10, 

at each. The number and nature of such undertakings Ev.
68

5 

vary from time to time, and the extent to which accounts 
are published or statements appended will depend on the 
circumstances in each case and on the wishes of the Public 
Accounts Committee. 

A more important class of infonnation is that supplied in 
connection with various grants in aid made from civil votes to 
support public bodies and to finance development and similar 
schemes. Such are the agriculture fund (Scotland), agriculture 
and technical instruction (Ireland), the congested districts 
board· for Ireland, the development fund under the Small 
Holdings Act, the cattle pleuro-pneumonia account for Great 
Britain, the meteorological committee accomlt, the friendly 
societies account, and the metropolitan police fund. In such 
cases the detailed accounts appended are those of· the body 
to which the grant in aid is made, but are not accounts of the 
grants as such, which merely constitute an item of the income 
of those bodies. In other cases, actual accounts of the grant 
in aid are appended when required by Parliament. Such 
accounts may be either the account of a single gran.t or the 
year's outcome of a running account of a series of grants, which 
are not liable to surrender if not expended within the year, 
such as the grant in aid of upkeep of royal palaces and t.he 
government hospitality grant. All statements of this nature 
furnish supplementary infonnation which enables Parliament 
to judge of the use to which its grants in aid have been applied, 
and enables it to fonn an opinion as to their adequacy. 

There remains to be mentioned a class of statement which 
only has an indirect bearing on the cash account of the year, 
namely that which supplies infonnation as to the amount and 
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. value of· stores expended by and held by a depar.tment. - The 
importance of store accounts and their bearing upon the public 
purse has alf$dy been referred to. They are examined and 
reported on by the Comptroller and Auditor General, and the 
extent to which statements should be appended to the appro
priation accounts is a question of practicability, utility, and 
policy. In the case of the Sta.tionery Office a brief statement 
is appended of the value of stock in possession and of the 
balances of sto<:k in hands of sale agents. In the case of the 
army, the practice of appending a valuation statement of stores 

- in reserve depots was abandoned in 1908 and. replaced by a 
certificate of the Quarter-Master-General and the Master

. 190 9, U General of the Ordnance, to the effect that Ion the 31st day of 
March 19 . . . the authorised war reserves of stores, for the 
provision and maintenance of which we are respectively 
. responsible~ were in all respects complete (with the exception 
of temporary deficiencies of the aggregate value of £ .... ): 

- R. 1910, The broad purpose of this certificate is to show that the govem-
Ev. 1023 ment has not unfairly reduced the estimate of a particular vote 

by consuming itsstock. That is to say, it is given solely as 
bearing on the cash account and not as evidence of military 
efficiency, which is a matter of policy and administration. 

2R. 
No such certificate is appended by the Admiralty as the 

.. same conditions do not apply to the navy, for which, except in 
19

10,9 a few special cases, there is no separate war reserve such as 

R.19 IO, 

Ev'553 
4R. 
1909, 16 

can be earmarked and separately stored, and, if any certificate 
were given, it would not be possible for the Comptroller and 
Auditor General to audit it; but the Admiralty has offered to 
give a certificate with its appropriation account to the effect 
that I the approved reserve of stocks has been duly maintained, 
and no depletion has occurred.' 

The Admiralty, however, appends statements of the value 
1881, of stocks at the beginning and end of the financial year under 
77, T.M. the victualling and clothing vote, for naval stores in dockyards, 

machinery, and steamboats, for naval warlike stores, and for 
works and building stores. The system of appending these 

-. 1910, statements was instituted originally for the same purpose as 

2 :f{. 

-5, that for which the 'army certificate mentioned above is given, 
viz., .to show that a cash surplus had not been obtained by 

.. an undue depletion of stock, and in this form they provide the 
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readiest, and in the long run the most reliable, means of arriving 
at the object required. Such a statement, in the case of stores 
available for shipbuilding purposes,is necessary for the purposes 3 R. 
of the expense accounts which arer~quired to bl}- kept for the 1908, 17 

information of Parliament, under the Army and NavY Audit 
Act, 1889. 

Similarly, the Post Office appends abstracts of expense 
accounts, and a reconciliation statement of expenditure under 
engineering sub-heads with the engineering programme. 

In "the case of the three services carried on by the Post R. 1911, 

Office (namely post, telegraphs, and telephones) there is to· a ApP·3-
great extent a common staff, using common premises and 
drawing on common stores, and any attempt to exhibit the 
respective costs of the three services must be based largely on 
estimates, averages, and approximations. Calculations of this 
nature are matters not of account but of statistics, and cannot 
be properly inserted in the estimates or the appropriation 
account. I The endeavour to keep accurately divided accounts Idem, 
of services such as these, which economical pressure and p. 210 

administrative convenience· tend to fuse almost inextricably, 
cannot but render the classification of the accounts untrust-
worthy, while the separation hampers administrati~n and 
causes unnecessary expenditure without securing the treasury 
and parliamentary control which separate votes undoubtedly 
enforce over services marked out by clear lines of demarcation.' 
The estimates for these services follow, therefore, the lines of 
those· for the naval shipbuilding vote and the ordnance factories 
vote, the statistical distribution of expenditure between the 
three services being relegated to a supplementary statement 
appended to the estimate of the vote itself. 

The operations of the engineering department of the Post 
Ofi}.ce are accounted for under a programme of works also 
appended to the estimate, while an abstract of the expense 
accounts under the heads of this ·programme is appended to the 
appropriation account of the vote, and the distribution as 
between telegraphs and telephones of the actual expenditure 
on common services appears in the commercial accounts. 

A further important paper which IS appended to the army 
and navy accounts is the statement of ledger balances, which 
proves the cash balance of each department at the date on 
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which it is made up. No such statement is presented by the civil 
departments. but a statement of liabilities and assets is for
warded to the Comptroller and Auditor General with each cash 
account. A balance-sheet in the technical sense, exhibiting 
all the assets and liabilities of a department, is not practicable; 
nor. for the purpose of accounting for parliamentary grants, is 
it necessary. A cash balance-sheet, however, is a necessary 
complement to the statement of the expenditure and receipts 
set forth in the appropriation account. The. importance of 
this statement, as supplying information to Parliament, lies 
in the fact that it discloses how the available army and navy 
cash is distributed, and the extent, if any, to which improper 
advances have been made out of it and are held in suspense, 
or, the amount and nature of outstanding claims due to or by 
the department. Such points are brought to the notice of Parlia
ment by the Comptroller and Auditor General's examination. 

. The statement was origjnally appended to the statement of 
savings and deficiencies on the grants and subsequently to 
the appropriation account when the former was amalgamated 
with the latter in IB7I, but' it was not until IB77 that any 
external examination was applied, on the representation of 
the Public Accounts Committee that' the system of audit of 
public accounts cannot be considered complete until provision 
is made for that final and important step,' the testing by ex
ternal authority of the. balances shown in the balance-sheet. 
The efficacy of the adoption of this check was immediately 
evident, and the Public Accounts Committee reported two 
years later. that' the reduction of outstanding claims is a satis
factory result of the action of the Comptroller and Auditor 
General in calling attention to them, and has' shown the im
portance of an independent examination of the balance-sheet.' 

The proof of the correctness of the expenditure as com
pared with the grants for the year might be shown by the bal
ances remaining in the books at the date to which the account 
of receipt and expenditure extends, namely 3Ist March. 
At that date, however, a large proportion of the expenditure 
already incurred has not been brought to account. For the pur
pose of bringing to account the year's expenditure, the account 
is kept open, under the authority of Parliament, for six months 
after the expiration of the year, and therefore a balance-sheet, 
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prepared as for 30th September, exhibits a more complete 
statement of the accounts. As cash transactions have occurred 
during those six months in respect of the then current financial 
year, the cash balance of a department on 30th September 
necessarily is a composite balance and includes figures relating 
to part of the current as well as the past financial year. It is 
consequently necessary to specify the current year's trans
actions as such and to show that, excluding them, the cash 
balance proves the balance on the year for which the appropria
tion account is rendered. It is also the practice to include in 
the statement the balance of grants due from, but unissued 
by, the exchequer on 30th September, and thus show the 
total available balance at the disposal of the department on 
that date. 

Although such balance-sheets· are not appended to the 
appropriation accounts of civil votes, the cash accounts of 
all departments are open to the inspection and audit of the 
Comptroller and Auditor General, who can verify their correct
ness as records of the transactions, though it is not his function 
to verify the cash balance; while, as previously stated, he 
receives a statement of assets and liabilities in each case. Such 
accounts should record all transactions carried out by officers 
of the department in their official capacity, even though they 
may not be on account of direct charges against, or credits 
to, Imperial funds. This principle Was clearly defined by the T.!.. 
Treasury in 1885, when it _was stated that 'the accounts rendered 7/11 / 85, 
for audit by public officers should include all moneys received ~~~~ 
and paid by them in their official capacity, and thus exhibit 1905, 8, 
the total balance for which such officers remain liable; and T.M. 
their Lordships are not aware of any case which justifies 
departure from that principle.' 

Correspondence 

Copies of correspondence are appended to the army and 
navy appropriation accounts, when necessary, to inform Parlia
,ment more fully on any particular subject. The most usual 
purpose for which this is done is to show that treasury sanction 
has been given in cases in which it is required, such as for 
items under the works votes, compensation to contractors, 
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grants in aid, and the opening of special sub-heads. The cor
respondence between these departments and the Treasury, 
embodying the applications to the latter for the exercise of the 
powers of virement and the replies, is appended to the accounts 
in accordance with the wish of the Public Accounts Committee. 
Originally it was printed at the close of the votes concerned, 

:l R. but since 1879 it has been printed at the end in a .collected 
1879,81 form, reference to it being given under the respective votes . 

C.N.E. 
Rep., 
p.vii 

. This is the only class of correspondence which departments are 
definitely required to print. Other' correspondence with the 
Treasury is occasionally printed in explanation of abnormal 
transactions or on questions of method or principle. In the 
case of the civil service and revenue departments appropria-. 
tion accounts, it is not customary to print correspondence. 
The Comptroller and Auditor General also appends to his 
report. copies of correspondence, not only between himself 
and the Treasury, but also between the departments and the 
Treasury, if of opinion that it will assist and enlighten Parlia
ment, and if it has not been appended by the depaxtment to 
the appropriation account. 

With the one exception mentioned above, the question of 
whether correspondence should or should not be printed is 
left to the discretion 'of the department and the Comptroller 
and Auditor General, unless, in any specific case the Treasury 
desires that the correspondence shoulq be printed. 

v. LOAN ACCOUNTS 

Though the normal method of parliamentary provision 
for supply services is by annual estimate, it has from time to 
time in the past been the practice to carry out special works of 
permanent character and large cost by means of loans repay:-
able within a limited number of years, thus relieving the votes 
of the particular year or years in which the expenditure is 
actually incurred, by distributing the cost over a series of years. 
When this procedure is adopted an act is passed authorising 
the loan, and specifying the method of raising the money. The 
annual vote of Parliament is thereafter limited to the provision 
for interest and repayment of the loan. The money required 
for expenditure o~ capital account is borrowed as required 
from the National Debt Commissioners. and repaid by 
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annuities extending over a term of years, which are provided 
on the votes. 

Whether provision for such services should be made entirely 
from the vote in the years in which expenditure takes place, or 
whether the procedure by loan is justifiable, is a question mainly 
of policy and finance. It has, however, beel) pointed out that 1 R. . 
if the bulk of the works services, for which loans are generally 1904, 10 
taken, were placed on the annual estimates, it would be more 1 R. 
in accordance with the sound rules of finance, the national 1905,29 
accounts would be simplified, and a mor.e efficient control over 
expenditure would be secured. The Public Accounts Committee 
considers that though, in exceptional cases, it may be desirable 
to proceed by loan, yet resort to such procedure should be 
the exception, not the. rule, and that works acts should not 
be regarded as a regular part of military or nayal finance. In 
view of this expression of opinion, the practice of proceeding Cpo 2 R. 
by loan has been greatly modified in recent years. No new 1915, 28 
military or naval works loan act has been passed since 1903, ·ParI. 
and on 19th July, 1905, the government declared its desire De~. 4 s 

and intention of bringing the system of loan bills to an end ~~9~' 
at the earliest opportunity. Such loans obtain their legal 
sanction and appropriation from a military or naval works act 
which, while allotting the money under heads, states in very 
general terms the purpose of each, and does not profess to include 
a detailed estimate of the works it is proposed to execute from 
the loan, though it provides the machinery for such estimates. 
Thus the Naval Works Act (1896) laid down that the Admiralty 
should submit to the Treasury an estimate, with such details 
as might be required by the Treasury, of the expenditure under 

R.19 10, 
Ev·522 
59 & 60 
Vic. c. 6 

each head of the loan. The purposes to which a loan may be2 R. 
applied should, however, be defined as specifically as possible .. 18~8, 
"E . b l' d f d 4

1 
2, stunates must e supp Ie to the Treasury 0 propose ex- T.M. 

penditure for a given period, and it is the duty of the Treasury 1 R. 
to see that these details are sufficient to justify the issue of 1905, 29 
loan funds. This provision cannot be too strictly ·adhered 
to; for it furnishes the only security that Parliament has that 
expenditure is limited to the specified works for which the 
loan is authorised. 

It must further be borne in mind that many military and 
naval works for which loans are taken are analogous to works 
which are being simultaneously carried out under the annual 



2R. 
1893, 39, 
&T.M. 

C.N.E. 
Rep., 
p.vii 

PARLIAMENTARY GRANTS 

votes, and frequent difficulties may arise in distinguishing the 
expenditure which is chargeable to the loan from that which is 
chargeable to the vote. If the department is given a free hand 
in assigning charge~ to one or the other, there must be an inevit
able loss of parliamentary control over the annual vote. The 
allocation of charges between votes and loan ought not to be left 
to the discretion of the accounting department, but be deter
mined by rule or by programme, adherence to which can be 
checked by the Comptroller and Auditor General. It is therefore 
necessary that the department should submit to the Treasury 
a precise and detailed programme of the works contemplated 
at the charge of each loan, and that the loan charges should 
be restricted to that programme, unless special authority 
has been obtained from the Treasury for deviating from it. 
The Treasury has a similar power of virement between loan 
heads as it has in the case of vote sub-heads. It is usual-to 
include in a works loan act provision for rendering an annual 
account, and such account, rendered by the department, follows 
in form the estimates so rendered to the Treasury, which are 
themselves amplifications of the general heads under which the 
loan is made. This account shows, therefore, the purposes on, 
which the money has been expended; distinguishing the 
expenditure under each head of the schedule. Though, in· 
many respects, the principles of accounting, classification, and 
audit which govern appropriation accounts are equally applic
able to loan accounts, there is this important difference, that the 
unexpended balance is carried forward until the final account is 
rendered. When the works under the loan are completed, 
or so many of them as it has been decided to carry through, 
then any balance must be surrendered. If there is a balance 
authorised but unissued, owing to modification of programme, 
no cash surrender is necessary. Such balance is not an unappro
priated balance in the sense of any balance that might have 
been dealt with, but only an unappropriated balance of the 
statutory provision. 

The surrender of an issued balance may be made by repay
ment to the consolidated fund or, as in the case of balances 

f parliamentary grants, by transfer to the National Debt Com
:':'sioners for the cancellation of debt. The Naval Defence 
fOl 1889, directed that any unexpended balance should be 
froml to the new sinking fund; but other similar acts have 
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made no specific provision of this nature, and the mode of 
surrender rests with the Treasury. Since the fact of there 2 R. 
being an unexpended balance on a loan account proves that IS97. 

more debt has been created under the act than was really I M ., 
requisite, the most economical use of such balance is to pay it p.p~ 
towards the cancellation of debt rather than into the exchequer 
as miscellaneous revenue, and in theory it should be applied 
towards cancelling the debt created under the loan act; but 
if that is inconvenient or impossible, the next best thing is to 
cancel some other kind of debt. 

The accounts are audited by the Comptroller and Auditor 
General as strictly as vote accounts and on the same general 
lines, and an annual report thereon is presented to Parliament 
and comes up for the consideration of the Public Accounts 
Committee in the same way as those on appropriation accounts. 
Such is obviously necessary; for the money expended, though 
not immediately the proceeds of a parliamentary grant, will 
in the course of the period of repayment of the loan be gra-
dually transformed into a grant. Though Parliament has no 
definite prior knowledge of the details of the works, and leaves 
the management of the loan largely to the discretion of the 
Treasury, it is yet justified in as close a control over the annual 
expenditure as in the case of works which are provided for in 
the annual estimates. Such control is, however, more difficult 
to secure. Treasury control over the actual expenditure is 
probably as close in the case of works carried out under loan 
as over works on the annual estimates; but parliamentary 
control is reduced from the nature of the case. The main Cpo 
objection to loans of this nature is, however, one of financial Bowles. 
principle and constitutional usage, the consideration of which ~at. Fsin. 
. . ddt f h . f . f if m 19

0 
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P!ovided by Parliament. 

VI. ORDNANCE FACTORIES ACCOUNTS 

A brief consideration is now necessary of the accounts 
of the· ordnance factories. which do not directly constitute 
more than a nominal charge upon the exchequer. 

The financial position of these factories. as compared with 
other government departments. is peculiar, in that they are 
normally self-supportiDgand are worked on a commercial 



zR. 
1896• 
ApP·7 
Cp.A. 
Est. 
Com .• 
lR. 

PARLIAMENTARY GRANTS 

basis. Prior to the year 1888-9 the various government 
establishments for the manufacture of munitions of war 
were provided for in the ordinary army estimates. The war 
stores vote provided not merely for the pay of the factories, 
but for the full cost of the land and sea armaments of the 
country. The Admiralty, however, not unnaturally desired 
to control the expenditure on sea armaments, while ,equally 
the War Office was anxious to be relieved, of responsibility 
in respect of them. Complaints also arose as to want of 
unison amongst the various factories, and there was a doubt 
as to the real cost of productions. T,hese drawbacks of this 
system led to the factories being placed under a single head, 
who, though appointed by and under the disciplinary and 
financ;ialcontrol of the Secretary of State for War,l would 
otherwise be in an independent position, and would deal 
impartially with all customers, each of whom would provide the 
working expenses by making advances of money against orders. 

Provision for land armaments is made in the army votes , 
and for' sea armaments in the navy votes, and from sucn 
provision the departments make advances; but such advances 
are made for purchases similarly to those made for purchases 
from the trade, and are so received by the factories and so 
accounted for in the appropriation accounts of the army and 

. navy. Since under this system no record of the operations 
of the factories appears in the army or navy appropriation 
accounts a separate account is required to be rendered. But, 
again, since the factories are self-supporting and therefore 
normally require no substantive parliamentary grant for their 
upkeep, it is necessary, in order to preserve parliamentary 
control over their proceedings and over the disposal of their 
profits, that an annual estimate should be presented showing 
the expected gross expenditure on productions and the expected 
receipts. Although in selling productions to customers the 
object is not to make a profit as a source of revenue to the 
state, the aim should be to secure a small profit in. order to 
guard against a loss, and therefore the estimated receipts should 
normally exceed the estimated expenditure; but in practice 
an arbitrary deficit of .{,loo is shown on the annual estimate 

1 For the period of the war the factories are under the Ministry of 
Munitions created by 5 & 6 G. V. c. 51, the vote for which, during its 

. coptin\\ance, provides for armaments, 
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in order t6 provide for the grant of a token sum by Parliament, 
and thus secure parliamentary control, as in the case of a depart
mental supplementary estimate when no substantive grant 
is required, but on which a token vote is taken to convey 
parliamentary sanction to the whole estimate. 

The fact that parliamentary control is essential, even 
though no substantive vote b~ taken, implies as a corollary 
the necessity for obtaining parliamentary sanction before 
expenditure is incurred.· Such sanction is only obtained when 
the vote for the ordnance factories is taken; It is desirable, 
therefore, that whenever it is practicable this vote should 5 R. 
be taken at the same time as army vote I. If the provision 1890 ,2 

authorised by· Parliament on the token vote for the gross 2 R. 
. 1907,36 

. expenditure is exceeded it is necessary, as in the Gase. of ordinary 
votes, for p. arliamentary sanction to be obtained even though 2 8R. 1 92,41, 

there may be excess receipts available to cover the excess & T.M. 
expenditure. This is secured by presenting either a supple-
mentary estimate or taking an excess vote according as to 
whether. the excess is known before or after the end of tne 
financial year, a token vote being taken in each case. If, 
however, a net deficifis shown on the account other considera-
tions are involved than those in the case of an ordinary vote 
for which the deficiency would have to be voted by Parliament. 
In the case of the ordnance factories a net deficit does not 
necessarily imply that expenditure has exceeded the·estimate, 
but. may be due, either to the fact that the claims due have 5 R . 
. not all been paid, or that capital expenditure has been" incurred l8:tM6, 
which has not been wholly covere.d by the prices charged, R·· 
or that the capital charges in respect of permanent additions ~89~, 22 

have exceeded the amount voted for them. Deficits due -to 
these causes are for the most part more or less of a temporary 
character, and would be automatically adjusted in the ordinary 
comse of business later. If, therefore, Parliament were to 2 R. 
be asked to vote such . deficits, the effect would be to supply ~896, 
the factories· with money which they did not require and pp. 7 
which would be paid back to the exchequer at a later date. 

The same principle, in the converse direction,. applies to 
a surplus on the accounts, which is ordinatily due to receipts 

. for stores manufactured in the year being in excess of the 
actual outlay in the year, or to the sale of stores during 
the year the cost Qf tb..~ mam~fll,ctwe of which fell upon a prior 
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year, or, again, it may include receipts in respect of deprecia
tioil covering more than the year to which the account relates 
or other deficiencies or liabilities. Such a surplus is unreal 
and transitory. To demand that it should be surrendered 
to the exchequer might result in Parliament being required 
to at once, or later, vote a similar amount to make good the 
deficiency ... Moreover, as only a token vote is taken the 
surrender could not be made by a write-off from the grant;- but 
would have to be made in cash, thereby showing an artifi~ial 
increase to the revenue. In order to a void the inconvenience 
and anomaly which would ensue from voting deficits and 
surrendering surpluses on the- appropriation accounts of the 
ordnance factories an 'ordnance factories supplies suspense 
account ' was instituted.l This isa running account to which 
all surpluses are credited and all deficiencies debited, so that 
the one may absorb the other in the normal progress of business. 
The balance on this account is not allowed to exceed such sum 
as maybe likely to be required for capital expenditure, exclusive 
of credits which are of a purely temporary character and 
which can be shown to be in respect of immediate liabilities, 
or to be in respect of receipts for depreciation or a permanent 
reduction of stock. The maximum, originally fixed at £65,000, 

was raised to £100,000 in I9IO, and a separate account of it 
is kept in the books of the Paymaster General. 

The question as to the extent to which the accumulated 
balance is allowed to rise is one of administration for the 
decision of the executive, subject to the concurrence of Parlia
ment. A statement of the accumulated balance of surpluses 
on the account is inserted in the appropriation account of the 
factories, and any surplus, beyond the fixed amount at the end 
of the year, is payable to the exchequer. No part of this 
balance can be spent without parliamentary authority, and then 
only on capital expenditure on lands, buildings, or machinery. 

It will therefore be seen that, though for the sake of con
venience the. ordinary procedure as to dealing with deficits 
and surpluses is departed from, and a considerable sum may 
remain from year to year in the hands of the war depart
ment, yet parliam~ntary control is fully maintained over the 
expenditure of the balance. 

1 See footnote, p. 79. 
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VII. ACTIVE SERVICE 

Though some of the aspects of the system of control over 
expenditure during active service have been dealt with under 
the headings to which they more particularly relate, it will not 
be out of place to include some general observations on the 
principles of and considerations involved in this most important 
subject-important because of the exceptionally large sums of 
public money affected, and because of the comparatively slight 
control which Parliament or the Treasury are able to exercise 
over the expenditure, not only in advance but also concurrently. 
The conditions of active service are peculiarly, and to a certain 
extent inevitably, favourable to the production of waste and 
to the perpetration of frauds and abuses. Every war in the past 
has had its quota, and it is too much to expect that the present 
or any future war will be exempt. The scathing remarks of 
Hatsell on the American war are of interest in this connection . 
• There was,' he said, I a degree of negligence and extravagance, Hatsell, 
or both, in those who had the conduct of this department, p.211 

which rendered all the votes of the House of Commons, or bills 
for appropriating the supplies, ridiculous and nugatory. The 
sums demanded, upon the head of extraordinaries of the army 
incurred and not provided for, during this period fell not very 
much short of the whole sums voted by Parliament upon 
estimate for that service; nay, in the year :ry8z, they appear 
to have actually exceeded them. This was such a shameful 
prostitution of the money of the public, that-though, perhaps, 
the distance and magnitude and nature of the American war 
might be pleaded as some alleviation and excuse for the generals 
abroad who commanded, or for the ministers at home who 
ought to have controlled these commanders-nothing can 
justify the House of Commons, who permitted this practice to 
continue uninterrupted through several sessions; and whose 
more immediate duty it was to have examined into the. con-
tracts, and other services, stated to have been performed, and 
to have pointed out and punished those frauds and. abuses. 
which were afterwards with no great difficulty detected. and 
exposed by the Commissioners of Public Accounts.' 

2H 
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Limitation of Power of Control 

In war time the principles governing financial questions 
are necessarily modified. In one sense finance is a paramount 
question; for the possibility of waging war, its duration, its 
scope, and its methods, depend upon the available supplies. 
This point' of view belongs rather to the region of high finance, 
and the consideration of it would be outside the scope of this 
work. The supply is an economic and political question. 
Apart from the possibility of the resources of the state becoming 
exhausted, or the nation intervening to stop the war owing to 
the burden it imposes, financial considerations must yield to 
military -necessities. 

Although the dictum attributed to Lord Kitchener when 
Secretary of State for War, that in war there is no finapce-an 
adaptation of t1!e more general inter arma silent leges-may 
appear to be an extreme one, yet there is a modicum of truth 
in it in the sense that finance exists then as an active force 
only so far as it is compatible with the military exigencies of 
the campaign. The latter are, and must be, paramount. The 
expenditure they involve may not be justified in the event; 
they may be miscalculated, misunderstood; they may produce 
waste and reckless spending; they may, in the light of later 
knowledge, have involved unnecessary demands. But, pro
vided the man on the spot considered the expense necessary 
at the moment, and with the knowledge he then possessed, no 
objection can be raised on financial grounds. • It is the govern-

The ment that lays down the policy, and is responsible for it to 
Times, Parliament and the country; but the strategy to be adopted in 
8/2/16, 
p. 7 pursuance of this policy is the affair of the chiefs of the war 
(Military and general staffs, who must have full authority for the conduct 
cer~es-t) of operations and must exercise this authority without the 
pen en harassing and hampering interference of politicians.' In this 

sense, then, it is true that in war there is no finance. 
C.N.E., SO far as expenditure in the area of operations is concerned, 
EV·590

- direct treasury control over a large proportion of the expendi-
1 ture is practically non-existent. Departmentaf control can only 

be exercised in a very modified degree. The basis of expendi
bire is, and always must be, w1!at the executive authorities 
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acting on behalf of the commander-in-chief who represents 
the nation on the spot. consider to be necessary to the military 
requirements. The officer commanding in the field in time S.A. War 
of war corresponds to the Secretary of State-i.e .• his position. Stores. 
duties. and power correspond. so far as the troops under him EV·5. 

go. with those possessed generally by the Secretary of State. 3
1
94 

• In war time it is fully recognised that both the Secretary of R.W.O. 

d th ffi · d Org .• State. an • even to a greater extent. e 0 cer m comman App. IV. 
of the army, must possess almost unlimited power to order (A) 13 

n~essary expenditure.' Expenditure must frequently be in-
curred. and referred later to the Treasury for covering sanc-
tion. which can therefore be often little more than a formality 
except in regard to controlling similar cases if the occasion 
should arise again. Under war conditions it may be impossible 
to wait for authority. 

The expenditure incurred at home can be controlled some--
what more closely. though in this case too the demands of 
the military authorities in matters which affect the current 
course of the campaign directly. or its future course indirectly. 
must overrule financial considerations. On this point the 
Public Accounts Committee has expressed its opinion that 2 R. 
expenditure incurred at home should receive the _ previous 1886. 60 

sanction of the Treasury. unless of such a character as in the 
ordinary administration of the department does not require 
that Sanction. 

The exceptional conditions of the present war have neces- Army 
sitated special measures of delegation of the treasury powers Appr. 

of control The War Office has authority to incur without ~:~::15 
prior sanction certain expenditure which can be certified to C.&A.G .• 
be ,itally necessary to the public interest. provided it is Report 6 

incurred under such conditions of urgency that it could not 2 R. 
be submitted to the Treasury beforehand. An essential con- 1916• 2 3 

dition of this relaxation of control is that the certificate of 
uTgel!cy should be given before and not after the expenditure Navy 
is incurred. All such cases must be reported to the Treasury Appr. 
and the certificate sent to the Comptroller and Auditor General. Acct .• 

. 1914-15 
A different method of procedure has been adopted for the C &A G 

Admiralty. in order to • maintain treasury control without the Report; 
delay that necessarily occurs by the ordinary machinery of 2 R. 
official correspondence: A special treasury committee was 1916.3 
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appointed, with an admiralty representative to give all neces
sary infonnation, and was empowered to sanction all urgent 
proposals which appeared to be proper for adoption and which 
did not raise questions of such importance as to require formal 
treasury sanction. 

Direct financial control abroad is reduced to a minimum, 
and, indeed, so far as 'merit' of expenditure is concerned, 
it practically disappears. A certificate of military necessity 
in the field, and in a lesser degree at home, reduces financial 
regulations almost to impotence. Nor is this position of affairs 
the evil financially which at first sight it may appear to be ; 
for to allow financial considerations to override military 
requirements might, and almost inevitably would, tend to 
increased expenditure in the end by jeopardising the success 
of the campaign, and throwing upon the nation the cost of 
at least a more prolonged war, if not the still greater cost of an 
unsuccessful war with its possibilities of a final indemnity. To 
the uninfonned, the free and practically unfettered expenditure 
which is inseparable from active service may appear a source 
of waste and extravagance, and no doubt from the point of 
view of economics there is, and always will be, much unre
munerative expenditure. To draw the line between necessary 
and unnecessary expenditure would be impossible. Attempts 
to define and to stop the latter would have the inevitable effect 
of hindering the former. The result would be loss of efficiency, 
leading possibly to disaster and defeat, thus involving far 
greater eventual loss at the expense of a perhaps comparatively 
trifling immediate saving. Apart, then, from the military 
considerations it is, generally speaking, on financial grounds 
alone more economical in the 'long run to subordinate every-

, thing to the exigencies of the campaign until victory is assured. 
The man on the spot, as representing the nation, must be tf!lsted 
to carry out the nation's work in what he considers to be the 
most economical manner, and so, too, with his subordinates to 
the extent to_which they have responsibility thrown upon them. 

The extent to which peace organisation in finance can be 
applied to war has been clearly explained py Sir Charles Harris. 
, In peace you have to ask two questions about a pnJPosed 
expenditure: Is the object worth the cost, bearing in mind 
the limited total of anny expenditure? And, second, is the 



ACCOUNTING DEPARTMENT 

proposed method the most economical way of secunng the 
object? In war the first question practically disappears. The 
commander in the field wants this or that, and the question is 
not whether he is to have it, but how best to provide it .... But 
the other part-that concerned with how best and most econom
ically to provide what is wanted-runs on from peace to war, 
though the problem is not quite the same; for in peace economy 
is generally more important than time, while in war the first 
thing is to get there, and to get there punctually, and the price 
you pay is less important.' 

But when this paramount principle of military necessity 
is admitted, there still remains a wide field for the exercise 
of control: not, perhaps, so much in controlling the actual 
expenditure, but rather in securing accuracy and promptness 
in accounting, for delay and inaccuracy are the certain con
comitants of waste and extravagance. The actual expenditure, 
too, can be controlled, with certain limitations, both by .advice 
where military considerations are not involved, but more 
particularly through the qualifications of the officers concerned 
with the administration and the system under which they 
work. 

Although the particular conditioris and requirements of 
a campaign can only be generally foreseen, the inevitable lack 
of direct control and the tendency to extravagance are condi
tions which it is known will exist and must be guarded against 
as far as possible. 

Safeguards {lgainst Waste 

• One of the constituent elements of the merit of a government Rep. 
is,' says Mill, 'the quality of the machinery itself-that is, the Govt., 
degr~e in which it is adapted to take advantage of the amount P·30 

of good qualities which may exist, and make them instruments 
to the right purposes, since these good qualities supply the 
moving force which works the machinery.' This truth is equally 
applicable in every grade and department of government, and 
is of peculiar force in a department which has to prepare for 
the unknown contingencies of war. The chief safeguards 
of the public purse in war time are, in the first place, the pro-
vision of a suitable accounting system for both stores and 
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cash to' meet the exceptional circumstances; secondly, the 
training of the personnel who will be responsible for the expen
diture and accounts; and thirdly, the moral check imposed by 
the knowledge that expenditure may have to be justified 
subsequently. . 

The essence of a good peace system is its applicability to 
war condit~ons; but • it is no more necessarily true that the 
financial system should be the same in peace as in war than it 
is that the soldier should have no barracks in peace because in 
war he has either a tent or nothing at all: The more closely, 
however, the peace system can be continued and adapted by 
expansion- to the conditions of active service, the greater will 
be the value of the peace training in dealing with necessarily 
abnormal conditions. The fewer the changes in the system 
required to meet the emergency, the fewer openings there will 
be for unforeseen contingencies· arising with the risk of loss 
through ignorance or incompetence in dealing with them. The 
lack of a suitable system during the South African war led to 
much unnecessary waste, loss, and unsatisfactory accounts, 
and was the direct cause of a complete reorganisation of the 
system of army accounting. At the outbreak of the South 
African war the system provided for the audit of all accounts 
at the War Office as in peace time. There was no local audit 
on the spot of either cash or stores, nor was any provision made 
for supplying the military authorities with financial advice 
in dealing with the many important questions which came 
up for consideration. These deficiencies were remedied by 
temporary expedients during the course of the war with more 
or less success; but the work of evolving a definite system which 
would obviate such losses in future remained to be taken in 
hand after the conclusion of the war. The method of account
ing by the Indian government during the China expedition 
formed a striking contrast to that in South Africa, and inevit
ably led the Public Accounts Committee to suggest the adoption 
of some s]}ch system for Imperial expeditions. In Ig02 it 
expressed the opinion • that in future expeditions from this 
country some similar system of audit to that i~ practice in 
Indian expeditions should b~ adopted. At present there is 
nothing comparable to the Indian field audit as regards cash 
accounts. With regard to the accounts of supplies of food, 
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an independent branch of the commissariat and transport corps 
audits these; but a local audit of cash accounts is much to be 
desired. . . . A system of local accountants would secure an 

·independent audit in the place where such audit can be made, 
instead of postponing it to such time and place as renders effec-
tive audit impossible.' And, again, • the difficulty of obtaining 
evidence as to taking the supplies on charge cannot be removed 
until officers experienced in local audit and taking of supplies 
on charge are sent out to accompany troops on the march, . . • 
the absence of such officers has been the main cause of the 
imperfect control of the expenditure in South Africa.' The 
Public Accounts Committee again reverted to the question~ 3 R. 
in 1905, and emphasised its opinion that a corps of trained 190 5,19 

accountants should always accompany any military expedition 
in order that rapid and accurate accounting for every financial 
operation may be secured, and the losses which any campaign 
may entail upon the public may be minimised. • War will Hist. 
always be wasteful; but a trained military administrator, s:~ War 
possessing the full confidence of the supreme commander, and VI. 21 

not afraid of the responsibility of saying II Enough,"can do 
much to minimise the waste. Not to control him, but to assist 
him in controlling others; he should have with him officials well 
versed in all financial contract methods. Only if a race of 
military administrators is trained in peace to exercise economy 
instinctively, can we expect to find the right man for the task, 
ready to hand, in the next great war.' A trained financial 
adviser may be able to prevent excessive charges from 
arising, instead of merely curtailing them, when large 
and unnecessary expense has already been incurred. In war 
more than iti peace it is the beginning of expenditure which 
requires to be specially watched if economies are to be effected. 
• Economy can only be maintained by constant watchfulness Anson, 
over the springs and sources of expcmditure.' At this moment ~o~., 8 
financial experts from the War Office are acting as fip.ancial 11 •• 1 4 
advisers in France, Egypt, and Salonika. .The system which 
has been evolved for .the army since the South African 
war is now being put to the test in an unprecedented and not 
entirely foreseen manner. It is too soon to judge it as a whole, 
but it will probably be found that where failure results, such 
failure will have been due not so much to the system itself as 
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to the economy, under political or economic pressure, of re
trenchments in peace time, resulting in a numerical inferiority 
of skilled personnel available to work the system on such an 
enormous scale, and further to the inexperience of many of 
those officers who have necessarily been entrusted with public 
funds-in the majority of cases for the first time. 

The n~xt safeguard mentioned above against waste and 
extravagance in war time-the training of the personnel-is 
second only in importance to the necessity of a sound system. 
In many respects, indeed, it is of greater importance; for an 
efficient personnel will be able often to produce better results 
from a bad or incomplete system than an inferior staff from a 
good system which they may not possess the necessary capacity 
to carry out intelligently. In a war of magnitUde, it is inevit
able that) under the present system, the nation must rely 
to some extent on a personnel that at the outset is untrained 
in the expenditure of and accounting for public moneys, both 
on the executive and administrative sides. The aim in peace 
time can only be directed in the first place to laying down 
guiding principles, preparing regulations, and creating possible 
safeguards, and secondly to so training the existing personnel 
that its influence may be able to be exercised over as large a 

R.C., field as possible when war occurs. The opinion expressed 
~A. War by Lord Roberts, primarily as regards combatant work, but 
IOv~47 equally applicable to financial and accounting matters, is 

peculiarly pertinent to the present war. 'Brains,' he said, 
'are even more important in war than numbers; and in an 
army-which may contain a large proportion of men who 
are not soldiers by profession-trained leaders are especially 
important.' . 

The third safeguard, the moral check, is bound up with 
and constitutes an essential part of the second, and it is one 
which can only influence in a very limited degree those who 
have not been brought within its sway in peace time. By 
many individuals the possession of public money is regarded 
merely as a trust which they will have fully discharged when 
they have spent their funds on utilitarian objects, and laid 
them out in the manner which they consider best in the interest 
of the public service. This idea is prevalent even in peace 
time. In war the danger is enonnously increased not only 
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among those who are for the first time placed in charge of 
public moneys, but even among those who have had a peace 
training, but are inclined to think that a state of war automati
cally removes all financial restrictions. To eradicate this 
opinion entirely is difficult, if not impossible. To attempt to 
curb it during the progress of the war will have comparatively 
little effect; for such attempts will be met· by the objections 
that the military exigencies must be supreme under all circum
stances. The utmost should be done, therefore, to endeavour 
in peace time to imbue all those charged, or likely to be charged, 
with the expenditure, direct or indirect, of public money with 
the sense of strict accountability which such charge entails; 
to teach them the fundamental principles on which parlia.:. 
mentary grants are made, to impress upon them that, although 
every possible allowance will be made by Parliament for active 
service conditions, yet expenditure must be not only justifi~ 
able, but capable of justification, and properly accounted for 
so far as the exigencies of active service permit: in a word, Hist. 
to eradicate what has been referred to as ' the traditional S:A6 War 
military view, inherited from pre-Crimean days, that control. Vl. 20 

of expenditure is an obstacle to be vainly kicked against in 
peace, and happily removed in war.' A reckoning will be 
demanded, though the recollection that this is so is likely to 
be swamped by the flood of money which is being poured out. 

The mere availability of vast sums of money, which is a 
necessary accompaniment of war, is no excuse for greater 
expenditure than is necessary for· the fulfilment of military 
requirements. But war inculcates what Gladstone calls Life of 
'the spirit of expenditure,' and the availability increases ~lad
the temptation to spend, and such temptation increases in ~i.0;' 
proportion as the possibility of a reckoning appears to be 
distant or unlikely to be strict. Active service conditions 
may and do increase the prices of labour and commodities, 
and those higher prices have to be paid to obtain what is 
required; but such a state of affairs is no justification for excess 
prices, if by reasonable management or different methods, 
lower ones could have been obtained. The requirements 
of the military authorities have to be supplied, but they must 
be supplied in the cheapest manner compatible with efficiency. 
The very fact that a state of what may almost be described 



474 PARLIAMENTARY GRANTS 

as financial anarchy exists, should cause those responsible 
to be the more particularly on their guard to protect the public 
purse whenever possible, to be on the watch for extravagance, 
to resist unscrupulous or even well-meaning but wasteful 
demands, to guard against abuses arising under cover of the 
situation. Though the training of those who will be placed 
in the higher positions is all important, in that all large schemes 
will usually come before them, yet the capabilities of junior 
officials will exercise much influence on the course of expendi
ture in large operations where immediate local action and 
initiative are imperative. The personal factor necessarily 
enters into many transactions on active service where there is 
less immediate supervision and more opening for initiative. 
An instance of this was found in the South African war in 
1900-1902, in the variations in cost of the different concentra-

3 R. tion camps ' which were administered by military officers some 
1906,8 of whom had a natural ability for the conduct of a business 

outside the scope of their usual duties, while others were less 
versatile.' The aim of the state should be so to train its servants 
in peace, so to ground them in, and imbue them with, financial 
principles, that when the controlling hand is inevitably relaxed 
if not withdrawn altogether, the peace training will influence 
the war practice. But however valuable a guide training, 
principles, regulations and precedents may be, they cannot 
provide for the ever-changing conditions and unexpected 
developments of service in the field. The personal must 
frequently then be the determining factor in safeguarding the 
public purse. The conditions of active service offer the best 
practical test of business ability. The exercise of control, and 
the power of enforcing regulations in peace time, may then keep 
the less businesslike minds on correct lines; but the very 
completeness of a peace system may in some ways defeat one 
of the objects of preparation for war, by failing to bring to 
light the difference between the official who can successfully 
. follow out a well-ordered routine, and the one who possesses 

R.C. initiative, power of organisation, and generally a good business 
S.A. War head. 'Officers should be trained to take responsibility. 
~~~74 They should be induced to exercise their brains and to strike 
Kit- out ideas for themselves, even at the risk of making mistakes, 
chener) rather than to stagnate, or to follow the dull routine which at 

\. 
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present affects the officers in our service and moulds them into 
machines of very limited capacity. The habit of acting on their 
own initiative should be fostered among officers in every way.' 

There is always a tendency in government departments R.1913, 
to formulate and formularise and centralise everything. Ev. 2236 

However advantageous this may be under certain circum-
stances, and under normal conditions, it must inevitably reduce 
the opportunity for the exercise of initiative, and consequently 
fail to make proper provision for the time when independence 
will not only be unavoidable but often advisable. The system 
of centralised financial control existing before and at the tinie 
of the South African war has been described as' futile in peace w.o. 
and ruinous in war,' for officers unaccustomed to beru; any Reconst. 
financial responsibility, and ruled by excessively complex rt . II. 
regulations, could not be expected to at once improvise, a pi;a.9 
system for the control of expenditure in the fi~ld, when the 
restraints were suddenly removed. Training in independence R.C. 
is necessary to develop professional- interest. The so-called S.A. War 
chain of responsibility is too often one of irresponsibility, and E~ 
t the habit of seeking authority for every action must destroy ~ ~o 
the due sense of individual responsibility which it is so Org.: 
important to inculcate in a modern army.' R. 98 

It has been said that the disease which afllicts bureau- Rep. 
cratic governments, and which they usually die of, is routine; Gov., 
that they perish by the immutability of their maxims, and p: 115 
still more, by the universal law that whatever becQmes a 
routine loses its vital principle, and having no longer a mind 
acting within it, goes on revolving mechanically, though the 
work it is intended to do remains' undone. But if this is true 
of governments, it is equally true of their servants and possibly 
even the more true in proportion as those servants are the 
more junior. A system which encourages the belief that 
regulations and ordered routine, if correctly carried out, 
obviate the necessity for the exercise of common sense, cannot 
but be fatal to economy when abnormal occasions arise. The 
mind trained to act as a machine will fail, possibly at the w.o, . 
very moment when the posslbilities of loss are greatest. A ~rg.; 
system of minute regulations tends to destroy responsibility . 8 
and to suppress individuality and initiative; for 'a person ~~~: 
must have a very unusual taste for intellectual exercise in p. 47 
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and for'itself who will put himself to the trouble of thought, 
when it is to have no outward effect, or qualify him for functions 
which he has no chance of being allowed to exercise.' In 

S.A. War many cases of loss during the South African war it Wl\.S pointed 
Stores. out that the plea of red tape' had been urged either to explain 
R 105 away neglect, or to account for a failure to exercise in the 

public int~rest the average intelligence which every man 
R 1913. exercises in his own: Apart from this aspect, however, it 
EV.2238 may be that, even in peace time, economy would result from 

allowing a greater latitude to the local authorities who have 

W.O. 
Org .• 
R. 94-5 

definite knowledge 'of local conditions; that is to say, of allow
ing the people,on the spot to judge of what is the best way of 
getting what they want. 

The Committee on War Office Organisation in Ig01 made 
many strong, and in some cases extreme, recommendations on 
the policy of decentralisation, all of which it would not be 
possible to carry out without interference with the personal 
responsibility of the accounting officer; but an attempt has 
been made in recent years to overcome the difficulty in two 
directions. In the first place, by a greater decentralisation of 
administrative duties and the appointment of special adminis
trative staffs. Thus, in the case of making army contracts, 
a larger delegation of authority has been given to local authori
ties, subject toa review at the War Office after acceptance 

R 19II. only. 'The chief merit of this system is that it teaches ad
:V.2556 ministrative officers in the commands to take the responsibility 

7 of making contracts, which is a very valuable education in 
Idem, administrative work for them. . . . The subsequent war 
2561 office review is really for the purpose of future guidance where 
:f'~ an officer may have made a slip.' Prior to the South African 
R. ~38 ar war the system for the management of contracts, and for finan-

cial control generally in time of peace, had been a highly centra
lised one. Experience proved that it was difficult to apply such 
a system to a state of war, and the attempt to do so inevitably 
led to waste; for purchases, often to a very large amount, had 
to be made by officers who had had little or no previous training 

RC. for such work. On the other hand, it has been urged that 
i~·~ar , the system in Parliament of asking questions on small points 
Cpo Ev. appears to make decentralisation almost impossible in some 
21750 cases: There can be no interference with the privilege of 
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Parliament; but it is unreasonable to call for a devolution of 
authority, and at the same time to insist on the personal-respon
sibility of the Secretary of State in a manner entirely subver
sive of the definition of duties by which alone authority can be 
devolved. The responsibility for keeping a right so valuable 
as. interrogations from abuse must rest with Parliament itself. 

The second step taken to inculcate initiative and to afford 
scope for organising ability is the practice of making allot
ments of money in peace time for training purposes, to be spent 
more at the discretion of the allottees than the usual grants 
which are strictly appropriated. The extension of this prin
ciple is necessarily limited, under the present system, by the 
degree of freedom from appropriation which Parliament is 
willing to allow. It is inconceivable that a return would ever 
be made to the loose appropriation of a century ago, and still 
less to the system in force in.the eighteenth century and earlier. 
The modern tendency, the aim of which has been to secure 
parliamentary control, has been towards more and more detailed 
appropriation. So far as peace expenditure is concerned, this 
close appropriation undoubtedly secures the object in view; but, 
on the other hand, it equally undoubtedly diminishes the train
ing possibilities of officers for war expenditure. It must be 
a matter of opinion whether the advantages of .the system, as 
exemplified by the close control in peace, are sufficient to justify 
the disadvantages in war resulting from the free expenditure of 
pu_blic money by officers who have hitherto been closely con
trolled and may fail when left to themselves. Whatever the 
peace training, much waste and extravagance in a war of magni
tude will be inevitable, and probably therefore Parliament will 
always prefer to retain the peace control at the risk of excess 
waste in war, certain in incidence but problematical in extent; 
But, even if this is so, it may be possible to secure a degree of 
amelioration by an extension of the allotment system in some 
directions, without any serious detraction from the control. 
which Parliament may wish to; and has the right to, demand. 
The extent to which financial decentralisation can be carried 
is, indeed, largely determined by constitutiomil considerations. 
On grounds of economy and administration its advantages. 
are undoubted, and the commissions and committees which have 
dealt with the subject have all recommended further extensions. 



PARLIAMENTARY GRANTS 

iqImediately the normal financial regulations clash with 
the military exigencies in war, there can be no question as to 
which must give way; but apart from this, the fundamental 
principles on which war expenditure is incurred are and must 
remain the same as in peace time. The training in peace 
has therefore a vital bearing on the result in war. 

The state having taken all possible steps in peace time· to 
train its servants and to ensure the selection of the right men to 
fill the right positions when the emergency arises, must then 
trust its purse to the skill and discretion of those it has- selected. 
So far as waste and extravagance are then preventable, such 
prevention will be in pr~portion to the sound judgment and 
ability of those on whom the state has elected to rely. If the 
system in peace has not eliminated the weak spots, the process 
of discovering them in war is inevitably expensive. Intellect 
can be bought; character cannot. . 

Other Sources of Danger 

The recognised paramount importance of the claims of 
military necessity demands, however, the exercise of caution 
in guarding against a not unlikely source of danger. The transi
tion from ordered financial control to a pracfically unfettered 
spending power may induce a reaction, which will sweep away 
sound judgment and the sense of financial duty which is owed 
to the state. In other words, the less stable and level-headed 
may be driven by panic to commit financial excesses under the 
guise of measures of safety or necessity. Against such excesses 
there is no remedy. The fault lies, as previously suggested, 
in the selection of an officer who has not the necessary 
strength of character to cope with the emergency. If his unfit
ness has not been discovered by the training and experience 
of peace time, the state must pay for his cost when the crisis 
arrives. 

Cpo A second danger, likely to arise at a later stage, is lest the 
S.A. War freedom from financial control for any length of time may 
iiqres, develop a habit which will continue after the military need for 
&'1~~ , it has passed. To guard against this, vigorous measures must 
& 4 R. be taken at the earliest possible moment. When victory is 
1906 once assured, and active operations against the enemy have 
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ceased, a wide field is at once offered for the exercise of financial 
control, measures of economy, prevention of waste and extrava
gance. It may be long before peace conditions, with their 
normal financial routine, can be re-established. Unusual and 
irregular expenditure will continue. The economic condition 
of the country brought about by the war will render financial 
regularity difficult. The personnel which has borne the bru:9.t 
of a campaign ·may be exhausted; though, more especially in 
financial matters, the brunt may fall more upon the personnel 
at home than upon that at the seat of war. The achievement 
of success may induce the feeling that the succeeding steps of 
winding up affairs are immaterial, trifling. It may be thought 
that the country which has not hesitated to meet the military 
demands during the war, lavishly and unquestioningly, will 
not hesitate to allow the same freedom in the -closing-down 
stages. This is the danger to be met, and a serious one, though 
it may involve sums of comparative insignificance after the 
millions poured out during the continuance of hostilities. The 
financial steps taken during this period will not, however, be 
judged by the amounts involved, but as far as possible on eco
nomic lines. War conditions may be still in existence, but the 
exigencies of military requireniellts will have ceased: The 
certificate of military necessity no longer carries the unques
tioned weight which it bore while the enemy still remained 
undefeated. The principal steps to be taken will be those of 
the disposal of surplus stores, demobilisation, and the resump
tion of normal peace conditions. Every effort will be made 
to carry out these steps with the utmost dispatch. But whereas, 
during the continuance of the war, no expense is spared to 
carry out necessary measures as rapidly as possible for military 
reasons, now the reason for dispatch will be almost entirely one 
of economy. The more rapidly the forces can be demobilised, 
the more quickly will the abnormal expenditure be reduced. 
Expenditure, however, will no longer be justified solely on the 
ground that it produces rapidity of action, unless such action 
simultaneously tends to economy. Apart from the rapidity 
of demobilisation as tending to reduce expenditure, time is 
no longer a prime consideration. The financial freedom 
hitherto exercised by the military-authorities should now be at 
once limited, made subservient to the interests of economy, and 
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in unusual or important matters yielded altogether to the 
higher authority who would normally deal with them in peace 
time. The officer who at this stage incurs or authorises excep
tional expenditure, on his own responsibility, must be prepared 
to justify his action on grounds other than military necessity. 
The question of 'merit' of ail expenditure during this transition 
period will be examined more particularly for this very reason, 
namely, because it will be realised that the tendency to extra
vagance inculcated during active operations is likely to con
-tinue, if not firmly checked. Undoubtedly the surest safeguard 
against such a danger is the infusion, if possible, of new blood 
to take up the work during the closing stages. - When this is 
impracticable, much may be done to reduce the risk of loss to 
a minimum by securing a closer and more immediate local 
control by the system of local audit and the presence of special 
financial advisers. By such means will it be possible to 
minimise the dangers of· a period which is peculiarly liable to 
be fruitful in unnecessary expenditure, extravagance, and 
waste, and which consequently offers a wide field for criticism. 

Political Considerations as affecting War Preparations 
in Peace Time 

Before concluding the observations on this subject it is 
necessary to refer to two aspects which, though mainly depen
dent on political considerations, are serious factors in war 
expenditure. The more complete the preparations made in 
peace time, when conditions 'and prices are normal and time 
is a minor factor, the less necessity will there be on the out
break of war to secure what then is of paramount necessity, 
irrespective of cost. 

Improvisation under pressure is inevitably more expensive 
than gradual development at leisure. The market, both of 
commodities and labour, rises under· the sudden demands 
created by the emergency. The expenditure under such 
conditions is far greater during the war, than if the force were 
complete for the purpose required in every respect at the out
break of hostilities, though against this additional expenditure 
must 'be weighed the savings to the nation during the years 
of peace. Under the voluntary system this cannot be avoided, 
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though it can be mitigated in many directions. The govern
ment is solely responsible for deciding upon the preparations 
which are to be made in peace, and in theory such decision 
must be based on what the naval and military advisers of the 
government consider. to be necessary to meet any possible 
contingency. When, however, the possibilities or the probabili. 
ties of war are remote,-other considerations are apt to outweigh 
military opinion. It is easily comprehensible that tlie govern
ment of the day should prefer to spend the income of the nation 
on schemes of social amelioration which show an immediate 
return, and produce results which are visible to the people, 
rather than on military purposes the importance of which may 
not be underStood or appreciated by the public, and for the 
necessity for which the opinions of experts must be relied on. 
Provision in peace time for the fighting services constitutes 
a form of insurance premium to COver two classes of risks. 
Of these, one is vital-the national safety. The other is, in a 
degree, optional, and at the best can only be partially covered
the national expenditure in war. Both are questions of policy. 
While, however, the former is one which cannot be neglected, 
the degree of the latter may reasonably be considered to be 
open to argument from many points of view. Provided that 
the national safety and the current needs of the serVices are 
guaranteed, it becomes a debatable point as to what further 
expenditure shall be incurred in peace time with a view to 
reducing the extra expenditure in war-in other words, as to 
what services shall be initiated or increased in peace time in 
preparation for war which, so far as military exigencies are 
concerned, may safely be postponed until the outbreak of 
hostilities, to be then secured at an inflated cost. Ill-considered 
savings in peace inevitably lead to waste and extravagance 
in war when improvisation becomes necessary. For such 
savings the nation will have to pay heavily in the long run. 
In other words, the nation which adopts this policy effects its 
own insurance and speculates against the advent of war until 
such time as the years of peace savings shall have covered the 
eventual loss. Under the present system of parliamentary 
government the temptation to savings in peace time is very 
great, even under the former of the above heads. Under the 
latter it is almost irresistible. The expenditure of millions in 

21 
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war tinle is less questioned than that of thousands, or even 
hundreds, in peace. The knowledge that this is so necessarily 
produces a political state of mind which is prepared to make 
comparatively scanty savings in peace, on every possible ob
ject, at the expense of throwing vastly increased burdens on 
the nation if and when war comes. The date at which that 
burden will be imposed is uncertain. The effect of the saving 
is immediate. When, therefore, the question arises in peace 
as to whether any particular saving is justifiable or not, there 
is an overwhelming tendency to take the risk, and the govern
ment, Parliament, and the Treasury bring pressure to bear 
on the accoUnting department to reduce current expenditure. 

The foregoing remarks deal with the normal preparations 
for war during peace time. Occasions arise, however, when 
the prospects and possibilities of war become imminent and 
lheimmediate increase of war stores on a considerable scale 

- is desirable on military grounds. It-has been a widely accepted 
view that such increase could legally only be carried out by 
the exerCise of the powers of virement, if sufficient savings on 
current services can be effected, or by obtaining the necessary 
grant from Parliament on a supplementary estimate, the 
effecto!' which may be to precipitate the crisis or hamper 
diplomatic conversations. The Public Accounts Committee 

2 R. of 1862 referred to such a position as a justification for the 
1862 exi"stenc'e of'the powers of virement; but,except on a minor 

scale, they would nor always be effective, as, if war were 
imminent or possible, a department might not be able to curtail 
current services sufficiently to make any appreciable sum 
available for special war preparations. The extent to which 
the use of virement for this pwpose is of practical utility is 
dependent upon the period of the year in which the emergency 

Hist. arises.' By the beginning of August, when all the estimates 
S:A'6War• have been voted, the government has in hand the total pro-

- VI. 04 vision for the army up to the end of March to spend as it likes, 
subject to condonation a year later.' For an emergency 
arising in the autumn, it has consequently ample funds avail
able, if prepared so to use them, and many months to elapse 
before it 'becomes obligatory to present a supplementary 
estimate. In -the early months of the financial year, on the 
other hand, the extent of available money will depend upon 



ACCOUNTING DEPARTMENT 483 

the rate at which the votes are passed, while towards the end 
of the financial year the bulk of the grants will have been 
spent on current services. Under certain conditions, there-
fore, it is within the power of the government to make 
emergency preparations, without the necessity of notifying 
Parliament until possibly months later, by the diversion 
temporarily of funds from Qne army or navy vote to another 
vote of the same department, though such a use of funds for 
purposes not provided for by Parliament and without its 
knowledge would of course be irregular. The committee of 
the above-mentioned year agreed that 'there _ inust occur 
occasions when the position of foreign affairs might render 
the immediate application for a supplementary estimate 
injurious to the public interest'; and, though it further 
expressed the opinion that 'provision must be made. to 
meet such cases,' it· made no suggestion other than the. 
exercise 9f the powers of virement. Though, on grounds 
of policy, it may be decided that it is preferable to post-
pone preparations which cannot be effected out of .savings 
rather than to make them with the accompanying necessity 
of publishing the fact to the world, the inevitable result 
of this is that, on the outbreak of war, the stores have to 
be purchased at enhanced prices and under more urgent 
conditions. An illustration of this disability was seen in 
the case of the South African war. In July, i899, the War . 
Office expressed an opinion that in view of the possibility 
of war; £640,000 was required to make up deficiencies, and 
desired to obtain that sum in a regular manner from Parlia-
ment. Though the principal ground for the request was 
rather military than financial, yet had this sum been then 
available, it cannot be doubted that its purchasing power 
during the months before war was actually declared would 
have been far higher than at a later period, when. war prices 
ruled, though the extent of the saving which it was suggested 
would have accrued was much exaggerated. The sum was, 
however, refused-mainly on the ground that' in the then R.C. 
existing position of the negotiations with the South African S.A,War, 
Republic, it was not expedient to ask Parliament for a large R·51 

sum of money, and to make open preparations which might 
have precipitated a crisis.' The royal commission in dealing 
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R.C. with the point quoted the opinion that • as regards mo-
S.A.War, bil' t' f . b d h diffi ul . R. 66 lSa Ion or serVIce a roa , t e same c ties as were 

. experienced in 1899 will arise as long as the preparations for 
it are dependent in any degree on money being forthcoming 
at the last moment.' 

Idem, 
Ev. 
20832 

Cpo 
Idem, 
Ev. 
20832, 
20840 

Cpo Hist. 
S.A.War, 
vi. 603 

The only means of obviating this difficulty in a manner 
which woul.d obviate the necessity for irregularity in procedure 
would be to place at the disposal of the government a large 
sum to be available for such emergencies without further 
prior reference to Parliament. At present the only available 
funds of this nature are those provided by the secret service 
vote which, however, is on the same footing as other votes 
as regards the surrender annually of the unspent balance, and 
it cannot therefore accumulate for such a purpose as this. 

In his evidence before the royal commission on the South 
African war, Sir Andrew Noble stated: • I do not see how it 
is possible, unless our policy is changed, that we can ever be 
sufficiently prepared in the case of a war suddenly breaking 
out. I need not point out that in the great campaign to which 
I just now alluded,l Frederick had his army chest full, and at 
his own disposal. We know further that at this moment 
Germany has a very large sum of money over which the 
Parliament have no control, and which can be spent imme
diately without going to Parliament. It seems to me that the 
only way in which efficient preparation for war can be made, 
seeing the questions to which every minister is now subjected; 
is that the War Office and Admiralty should have at their 
disposal a very considerable sum of money, not to be spent, 
of course, except with the authority of the cabinet, but at the 
same time so that it would not be necessary to proclaim the 
fact to all the world; as things are now, all the world knows 
next day what preparations you are making, if the present 
system of questions as to raising money is allowed to go on.' 

The witness suggested that a sum Qf ten millions so placed 
at the disposal of the War Office, and a similar sum at the dis
posal of the Admiralty, would be sufficient for such a purpose. 
Though the point which was being considered by the royal 
commission was the military preparedness, and not the financial 
saving that would be effected if money were available for pre-

1 175.6 • Seven Years' War. 
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war purchases, the latter point is as important on financial R.C. 
grounds as the former on military grounds. The royal com- ~~~~a~, 
mission, while recognising the difficulty of the position, agreed Ev.4 , 
that, though the suggestion might largely remove that diffi- 21373 
culty, it was 'probably unnecessary to discuss a step which 
is so unlikely to receive the sanction of Parliament. The 
American system enables the government to obtain and keep Bage
vast surpluses, such as no executive would be allowed to hold ~ot, 
under any system of parliamentary government, and, even C::::, 
after the French war, when the English government was in a lxi. 
very strong position and treasury influence was greater than 
at any other period, a proposal that a moderate surplus should 
be kept was not endured. 

The ingrained belief in the principle of the strictness of 
appropriation, as well as a firm faith in the rigid compliance 
with such appropriatibn on the part of those concerned, has, 
however, somewhat exaggerated the difficulties of the position 
and favoured the currency of the validity of the foregoing con
tention. So far as regularity is concerned, the government 
maybe, and IS, limited; but under certain circumstances and in 
grave emergency it may be prepared to adopt irregular methods 
if it considers they would be in the public interest, and if the 
latter cannot be served in any other manner. 'A government 
that is prepared to declare war will not hesitate to take this 
responsibility.' To a government so disposed, funds to a very 
large amount can be made available by temporary diversion 
-the amount being limited solely by the total unspent ways 
and means provided for the year after allowing sufficient only 
for current services during the interval before it will be possible 
and advisable to notify Parliament of further requirements. 
The system of control over issues; Sir Charles Harris points 
out, , does not in fact prevent the government from spending Hist. 
ten millions, or twice that sum, in preparation for war without S .. A6War, 
first obtaining the leave of Parliament. The public funds are VI. 04· 

not in reality so tightly tied up as may seem.' One source 
of supply is obtainable within the department, as already 
mentioned, by diversion of the general supply for the army (or 
navy, as the case may be) temporarily to the preparations 
required; but if that is not enough the government can draw 
provisionally on the funds provided by the Appropriation Act 



Cpo 
t.P.M. 
1:856, ' 
App.,x, 
p·518 

PARLIAMENTARY GRANTS 

for naval or civil services on condition that before the end of 
March it passes a supplementary estimate. For this the 
co-operation of the Comptroller and Auditor General--:-the safe
guard against improper issues from the exchequer-is not 
required, otherwise it would. not be practicable. Section IS 
of th~ Exchequer and Audit Act orders the Comptroller and 
Auditor General to grant to the Treasury on requisition credits 
, not exceeding in the whole the amount Qf the ways and means 
granted' by Parliament. If therefore the Treasury is prepared, 
in say August, to requisition the total ways and means.for the 
year, the grant 'of the credit by the Comptroller and Auditor 
General is perfectly in order, and he has then no knowledge 
of the services for which the credit is required, for the form of 
the Treasury requisition refers only to the general title • Supply 
Services. ' In the treasury order to the bank to transfer the 
sum for which credit has been granted to the Paymaster 
General's supply account the services are specified, and as 
this 'order is transmitted to the Comptroller and Auditor 
General he will then become aware of the facts; but his func
tions of issue will have already been exercised. and he will not 
be concerned further until the ~ccount is rendered, so far as 
his statutory functions go. It is, however, • his bounden 
duty to report' all cases of suspicious irregularity, which may 
:come under his notice, to the Treasury,' but as his protest in 
such a case would be made to the departme;nt responsible 
for. the' irregularity it would but be a formal record of his 
objection. 

The co-operation of the Paymaster General in the irregular 
proceeding is however necessary, for, under a treasury minute, 
the duty is laid upon him of seeing that the total sum granted 
:by Parliament for any civil ,vote, or for the total army and 
'naVy votes, is not exceeded when he makes his issues, and he 
therefore has to keep an account under· each head of the 
amount of the grants and of the issues. His duty in this 
respect, however, being imposed by the Treasury, and not being 
statutory, can be modified by the Treasury, as would necessarily 
have to be done if the Treasury were to require him to credit 
,the army supply account in his books with supply temporarily 
diverted from the civil or naval votes with a view to his issuing 
it on an:ily services. It will thus be seen that the Comp" 
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troller and Auditor General canriot prevent or guard against 
such a proceeding, nor can the Paymaster General if the 
Treasury orders it. 

Though such a proceeding is irregular it will not be 
technically illegal, if, before the end of the year in which the 
expenditure is thus incurred, a supplementary estimate has 
been presented _ and the parliamentary appropriation made, 
for, as pointed out in a previous chapter in· reference to the Cpo 
question of economy of cash balances, appropriation of ex- pp. 7Z 

chequer issues need not be anticipated, though it must follow & 81 
in due course. The irregularity would consist in the incurring 
of expensliture unauthorised by Parliament and in excess of 
the provision made at the time for army votes. 

But, again, even if no money is available, as might be the 
case late in the year, there is a further important resource 
open to the government with which to traffic-its credit. 
, Payment for guns, stores, and transports is not made in Hist .. 
advance, so that thegove~ent's power of ordering such S:A.War, 
things is not even limited by the cash immediately at its VI. 

604. 
disposal.' By this means, either alone or in conjunction with 
its spending power obtained by resort to irregularity in securing 
~unds, it can, if need be, make preparations on a large scale 
so far as finance is concerned. But the crucial fact which 
prevents such preparation is in practice not financial oat all, 
but political. 'The real difficulty in making preparations Idem 
is that, under modem conditions, the placing of large orders 
for warlike stores, the fitting out of transports, or fhe buying 
of thousands of animals, soon becomes known all over the 
world and perhaps precipitates a·war diplomacy might still 
avoid.' If there is no reason for secrecy in the preparations, 
there is no objection to applying to Parliament for funds, and 
no need for resort to irregularity. If secrecy is essential the 
availability of funds irregularly obtained will not avail, for 
their use will not be compatible with secrecy. The solution-
and it can only be a partial one-lies in the gradual accumula-
tion in peace-time of sufficient reserves in preparation for an 
emergency. The extent to which this method can be carried 
is a question of policy. Such questions are beyond the scope 
of this work to discuss, beyond putting forward suggestions 
as to the financial effect of policy in certain cases. The general 
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questio~ is, however, so intimately (though indirectly) bound 
up with that of parliamentary control that this brief mention 
of the point may not be considered to be out of place, in bring
ing to notice the fact that much of the heavy war expenditure 
results from peace savings which are forced upon the depart
ments concerned by political expediency. 
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errors in. adjustment of. 412. 
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ordinate Treasury, 242. 256 

effective. definition of, 3II 
efficiency and. interdependent. 

379 
delegation of power necessary 

to secure. 373 
traditional military view. 473. 

See estimates; Treasury 
Control, parliamentary : 

accounting officer. constitu
I tional position. as securing. 

368-369 
appropriation. deviation from. 

183 
Bill of Rights. 91 
Committee of Supply. 25 
consolidated fund standing 

charges. 44 
deliberation. lack of time for, 

as affecting. 90• 97 
departmental receipts. 40 . 
development of. over expendi

ture. ix •. 104 
domestic considerations affect

ing. 83-101 
estimates. form and detail, 15; 

effect on. 278; examination 
of. 142; time limits for pass
ing. 96. 97. See estimates 

Estimates Committee. 96 
excess receipts. q.v. 
financial proposals of the gov

ernment. 22-24 
funds at disposal of depart

ment. 71. 74, 79. 80 
gross revenues, payment to ex

chequer, II 
ignorance of detailed expendi-

ture, 106 
loan bills as affecting, 459 
loss of, causes of, 7. 18 
naval expense accounts, 222 

party system. 8., 
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Control, parliamentary---cont. 
Public Accounts Committee, 96, 

138-139 
policy, changes of, 122, 272 
publicity as a factor, 91 
relations between House of 

Commons and Cabinet, 83-93 
results of expenditure, 22 
revenue, 23 "-
rules of procedure, effect, 91 
secrecy, safeguards, 395 
self-supporting services, 40 
special expenditure, report, 3 II 
stores, 212 
supplementary estimates, effect 

'of,47-48 
taxation, imposition of, 88 
treasury control as affecting, 

252 
treasury dispensing powers as 

affecting, 341 
votes and sub-heads, reduction 

of numbers, 28o-z82 
votes of credit, 53, 58, 62; 

unexpended balance on, 83. 
See Committee of Supply; 

expenditure 
Correspondence. See information; 

publication 
Cost statements. See total cost 

statements 
Costing, 244, 257-258 
Credit, vote of. See vote of 

credit; supply of credit 
Credits: 

claims and counterclaims, 400 
differentiated from payments, 

397. See sub-heads 
Credits to debit sub-heads, 423-425 
Credit sub-heads, opening of, 37 
Criticism. See accounting de-

partment ; Comptroller and. 
Auditor General; estimates; 
Public Accounts Committee 

Crown : 
demands of, 24, 25 
functions in supply of funds, 31 
initiative in finance, 87 

·Crown---cont. 
prerogative, in army. matters, 

187; in summoning Par)ia
merit,9 . 

relations to Parliamell.t, ,~6 

DAMAGES, 421. See contractors; 
coIp.pensation. 

Date: 
financial year, 17 
for presenting appropriation 

account, 381 . 
for presenting estimates, 46 
for reporting on appropriati -

account, 381 . . 
Date of payment : 

agent departments, 414 
as affecting cIassification,397-

399,402 
repayments, classification, 429. 

Debate: 
Committee of Supply, 93-IG}: 
on Appropriation Act, 36, 
on going into committee, 9~ 
niles of, relaxation, 25 

Decentralisation, 476-477; econ
omy of, 375-376 

Defi,cit.: 
appropriation account, adjust

ment of, 53; availability of 
vote of credit to meet, 66' 

army and navy votes, met 
from surplus; 386 

causes tending .to produce, 383 
explanation of causes of, 388 
civil votes, 77, 299 
old age pensions, 74 
telegraphS, 74 
treasury chest fund, use of, to 

meet, 76. See excess ex
penditure; excess votes 

Delegation of power, 188, 373 
Departmental receipts.: . 

method of treating; 36-43, 69, 
73-75 

when vote of credit is taken, 
70 
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Deposit funds, 78, 79 
audit' of, 207 
responsibility of Treasury, 82 

Discretionary review. See Comp
troller and Auditor General 

Disallowances : 
Comptroller and Auditor 

General, 160,247-248 
erroneous classification ,not en

tailing, 412 
Public' Accounts Committee, 

powers of, II2, II8 
Treasury procedure, if subse

quently allowing, 248 
Dispensing order in council, 136, 

330-331 
Dispensing powers. See Treasury 
Dispensing . warrant. 136, 330-

331 
Disraeli, Benjamin, 138 
Dissolution : 

Appropriation Act before, 35 
votes oil account before, 32 

Domestic considerations affect
ing parliamentary control, 83-
101 

Draft or cheque : 
cancellation of, 398-399 
payment by, 397, 398 
period of validity, 398 
post-dating or ante-dating, 399 

Economy : 
accounting by administering 

department as securing, 362 
accounting officer. responsibility 

for, 367 
active service. 471 
Committee of Supply. influence 

of discussions on. 95 
decentralisation. effect of, 4 77 ~ 
dependent on personnel. 375 
difficulties of effecting. 146. 

261-262 
effect of policy on, 96. II9. 

146 
efficiency and. 243. 262 

Economy-cont. 
estimates, antecedent control 

over, as affecting. 140-141 
factors against, 475 
false, in peace, 472 
House of Commons, attitude. 

88-89 
means of securing, 129 

Economy of cash balances, 80, 3 I 6 
use of deposit funds, 78. See 

Paymaster General 
Edward I. Justinian quoted by, 3 
Efficiency : 

as affected by quality of per
sonnel.478 

control of expenditure and, 
interdependent. 376 

economy and. 243, 262 
Election petitions. token vote 

for. 273 
Emoluments : 

personal. 440. 441; recipients 
of. 134. See. pay; salary 

Errors. adjustment of. See classi
fication 

English financial system. viii, 
1-18; contrasted with foreign 
systexns, 10 

Establishments : 
army and navy, voting of. 451 
controlove~ 261, 328-329, 333-

334 
Estimates: 

accuracy of, .importance. 253 
administration. intervention in. 

as affecting, 1:45 
amendments proposing reduc

tions in. 89 
appropriation audit based on 

the, 184-186 
appendices to. effect of. 270 
averages and approximations. 

exclusion of. 269-270 
Chancellor of Exchequer and 

subordinate Treasury. dif
ferent functions towards. 
263-264 

changes after presentation. 27 . 
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Estimates-cont. 
changes of form of. procedure. 

120-121. 266 
conjectural figures in. 270-JZ71 
continental system. 143 
continuity of form. 276-278 
control over. 140. 253-JZ82; 

recognition of lack of. 141 
considered a capital measure. 

II5 
criticism of •. outside House of 

Commons. 142• 144-145 
credits to debit sub-heads. pro

vision for. 423-424 
cross references in. 446 
details in. object of inserting. 

296; responsibility for fol
lowing. 184 

discussion on. limited by time 
available. 96. 114 

effects of form on maintenance 
of control. 278-JZ82 

examination of. English and 
continental systems con
trasted. 143 

financial criticism of. 255; lack 
of. 95 

form of. Comptroller and 
Auditor General in relation 
to. 186; discussion of. by 
Public Accounts ComInittee. 
120. 265-266; governing 
principles. 266. 282; impor
tance of. 15 

general considerations of con
trol. 253-JZ65 

grants in aid to be described 
as such in. 408 

House of Commons. 264 
House of Lords. 265 
information excluded on 

grounds of policy. 268 
informativeness of. 267; modi

fied by mode of classification. 
268 

liberal. reasons against. 49 
loan expenditure. 459 
mechanical. 253 

Estimates-cont. 
method of presentation. 46 
modification due to appropria

tion account being a cash" 
account. 269-270 

post office (1913-14).264 
preparation as affected by per-

mitting deviation. 305-306 
provision for all services. 405 
purpose of. 14 
standing committee on. 96. 

150 

rates contrary to statute. in
sertion of. 332 

rearrangements of. precautions. 
277 

. repayment services. provision 
for. 275 

self-supporting services. 41 
services by one department for 

another. 274 
. sub-division of. 15 

supplementary. 47-53 
time limit~ for. 96. 97-
token. 69. 70 
Treasury. control over.253-JZ82; 

examination of. 254-265; 
sanction to. 254 

variations of importance. noti
fication to Parliament. 68 

vote of credit. 64 
works Services. 271-JZ72. See 

accounting department; 
classification; Comptroller 
and Auditor General; control. 
parliamentary; supplement
ary estimates; Treasury 

Estimates Committee, xxv. 140-
154 

appointment. 142. 146-147 
administration. intervention in. 

145. 151 
arrangement and. structure of 

estimates. 152 
causes of small results of; 147-

149 
Comptroller and Auditor 

General in relation to, 149 
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Estimates Committee-cont. 
considerations leading to ap-

pointment of, 140-142 
constitution of, proposed, 141 
contracts, 150 
criticism of estimates, 144, 145 
difficulties inherent in an, 142-

146 
economy, limitations in effect

ing, 146 
functions, limitations of, 1'45, 

146 
general review of, 152-154 
lines of action adopted, 149-152 
origin, I4I 
policy, in relation to, 145-146 
Public Accounts Committee 

and, overlapping, 150-152 
reference, terms of, I4 7 
revision of estimates, 145, 146 
sources of control, 140 

See Treasury 
Examination : 

difference from audit, 377-380 
internal, purpose of, 377-380. 

See appropriation account; 
Public Accounts Committee 

Exceptional expenditure, noted 
in accounts, 435, 437 

Exceptional grants, 57 
Excess expenditure : 

automatic, 284 
auxiliary sub-heads, 301 
causes to which due. 320-322 
Comptroller and Auditor 

General. functions. 185, 301 
explained to Public Accounts 

Committee. 55 
iIlegaIity of, 50, 284 
justifiability for incurring. 321-

32 3 
means by which rendered pos-

sible. 53-54. 74 
postponement of claims to 

avoid. 402 
preferable to postponement of 

claims due. 403 
-proposed. report. 3II 

Excess expenditnre-cont .. 
sub-heads, 189 
treasury sanction, 283 

Excess receipts : 
availability to meet over-ex

penditure. 51, 384. See ap
propriations in aid 

Excess votes : 
examination of. 53-57 
margin of safety to guard 

against, 54 
mercantile marine (19II-I2), 

385 
navy (1891), 55; (1910-II), 56 
number of. since 1866, 55 
obviated by virement. 55 
presentation and voting of. 55 

EXchequer: 
account. surplus on. 314 
cash payment to. of surrendered 

balance. 315 
course of the. 31 
comptroller of the. 165-167 
functions of. 156-157 
gross revenues payable to. II 
origin of word. 3 I 

Exchequer and Audit Act : 
administration of. x. 155 
appropriation account. form of. 

387 
audit expedited by. 18 
balances on accounts, disposal 

of. 313 
• charter of financial syStE'm: ix 
Comptroller and Auditor 

General. duties imposed. 169 
effect on parliamentary control. 

109; on Treasury. 245. 247 
improvements in. possibilities 

of. 156 
passing of. ix. 108 
schedule B. additions to. 176 
stores. reference to. in 209 

Exchequer and audit department: 
audit of account of. 159 
spirit of British constitution 

embodied in. 167. See Comp
troller and Auditor General 
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Exchequer issues: 
Comptroller and Auditor 

General's discretion, 165-
166 

control over, in itself ineffec
tive, 106; contrasted with 
that over appropriation, 104 

limitation, 81 . 
reduction of, to effect surrender 

of balance, 316-317 
Treasury and Comptroller 

General, co-operation, 165 
Executive: 

controlled by limitation of votes 
on account, 33 

dependence on legislature, 5, 85 
discretionary powers, 244-245 
House of Commons control, 21 
Prime Minister the principal, 88 
responsibility fo! estimates, 88, 

142- 143 
unappropriated funds at dis

posal of, 72 
war preparations, power to. 

make, 483, 485 
Executive officers, "duty in finan

cial questions, 372 
Expenditure : 

active service, power to autho
rise, 467 

adjustment of, to agree with 
estimate," 374 

changes in scheme of, 21 
chargeable to vote of adminis

tering department, 362 
control over, course of, 19-22; 

development of, 104; ex
penditure under votes, 283-
326; proposals, 22-43; re
sults of public, 22; tradi
tional military view of, 473 

course of, as affecting account
ing officer, 367-368 

Gladstone, W. E., on increase 
of,99 

House of Commons, effect of 
criticism of, on, 96; right to 
control, 4 

Expenditure---cont. 
increase of, treasury sanction 

to, 259 
indelibility of, 429-434 
irregularities of, q.v. 
secret service, 125 
source of treasury administra-

tive authority, 241, 242 
spirit of, 99, 473 " 
unauthorised,71,188 
under votes, control over, 283-
. 326 
unvouched, q.v. 
vote of credit for excess, 67 
war special, 66. See accounting 

department; classification; 
sub-heads; Treasury; votes 

Expense accounts : 
administrative character, 209 
Army and Navy Audit Act, 

221 
as check on appropriation ac

count, 219 
. dockyards, fiist examination 

of,222 
naval, effect of Shipbuilding 

programme, 222 
necessary" concomitant of cash 

account, 208, .211 
value and scope of, 2II 

Explanation of variations from 
estimate, 386, 388, 394 

Extra receipts, 37, 41 
Extra remuneration, record'of, 440 
Extraordinaries, army, 58, 75 

FACTORY Accounts. See ordnance 
factories; manufacturing ac
counts 

Farm and garden accounts. See 
prisons; remount farms 

Field intelligence, 125, 273 
token vote for, 273 

Final payments, 406-416 
definition of, 407 
loans, 415-416. See classifica

tion 
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Finance ': 
active service as affecting, 466 
administration and, relation-

ship, 5 
effect of party, system on, 87 
French system, 89 
limitations of discussion in Com

mittee on, 93, 95, 99 
peace organisation applied to 

war, 468 
stages of, affecting House of 

Commons, 19 
Finance accounts, 105 
Financial adviser in war, 471 
Financial ;l.Spect of English system, 

IO-1 7 
Financial control, before and after 

spending, difference, 295. See 
Accounting Officer; Chancellor 
of Exchequer; control; cQntrol, 
parliamentary; estimates; ex
penditure ; Treasury 

Financial criticism : 
advantage of, 91 
delegation of, by House of 

Commons, 101 
effect of, 112, 115. 117, 249. 

261-264 
object and efIed, 95-96. See 

Committee of Supply; Esti
mates Committee; Public 
Accounts, Committee; Trea
sury 

Financial legislation, advantages 
of formal procedure, 23-24 

Financial order : 
discussion of, by Public Ac

counts Committee, 136-138 
responsibility of Treasury for, 

244 
Financial principles, discussion of, 

by Public Accounts Com
mittee, 136 

Financial system: 
annual accounts, 12, 16 
audit the essence of ,a, 109 
commercial and state finance 

contrasted, 8 

Financial system--collt. 
control, importance of, 250, 

251 

French, 12 
publicity essential to popular 

liberty, 6 
qualifications of a good, II, 366 

Financial system, English, 1-18 
annuality of, 12 
appropriation the cardinal 

principle of, 182-183 
appropriation accounts, 17 
consolidated fund, formation 

of, 14 
constitutional aspect, 1-10 
contrasted with foreign systems, 

10, 12, 143 
control, of House of Commons, 

9, 10 ; over money mattilrs, 7 ; 
over expenditure until Revo
lution,4; over taxation, 3,8 

exercise of royal prerogative, 9 
financial aspect, 10-18 
financial order and principle, 

136-138 
financial year, 17 
Higgs, Henry, C.B., on, viii 
power to refuse supplies, 4 
voluntary grants established, 5 
Young, Hilton, on, viii 

Fines: 
classification, 400 
remission, 342 

Fire, loss by. See losses 
Fraud: 

relative functions of Comp
troller and Auditor General 
and Treasury, 197-:-198. See 
losses; Treasury 

Fruitless payments, 343. 436 
Fund, consolidated; civil contin

gencies; treasury chest, q.v. 
Funds: 

availability, 71, 
available for war preparations, 

482 
deposit, 78, 79, 267 
formalities to obtain, 31 
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Fonds----cont. 
provision of, 28 
public, possibility of diversion 

of, 485 
unappropriated, for, war pre. 

parations, 482-484 

GIBSON, Sir H. J., 221 
Gifts of stores,345-346 
Gladstone, W. E. : 

annual estimates, completeness 
of,48 

as responsible for Exchequer 
and Audit Act, 109 

departmental receipts, 74 
effective parliamentary control, 

48 
English financial system, 2 
expenditure on active service, 

473 
House of Lords estimates, 265 
increase of expenditure, 99 
ministerial responsibility, 353, 
. 354, 356 
office of Comptroller and Au

ditor General offered to Cob
den, 159 

probability of an excess, 312 
standing Committee on Public 

Accounts, 108 
Treasury, as an executive de

partment, 243 
votes on account, 34 

Gordon, relief of General, 391 
Goschen, Lord, Memorandum on 

Treasury, 256 
Graham, Sir James, 107, 182 
Government, effect on finance of 

confidence in, 98. See executive 
Government hospitality grant, 

202-203, 453 
Grants : 

amount of, responsibility for, 
88, 142-143, 356, 358 

annual estimates, 45-47, 69 
army, navy, and civil service 

estimates, 45, 46 

Grants----cont. 
conditions attaching to, 182-

183 
considered in, committee, 25 
consolidated fund charges, 44, 

45 
demands of the Crown, 24, 25 
exceptional, 57, 58 
excess votes, 53-57 
form of resolution for, 27 
nature of, 44-'71 
principles of ~oluntary, 5 
purpose of, Comptroller and 

Auditor General's examina
tion of, 192 

revenue estimates, 46 
Russia and Turkey, war be

tween, 60 
slave traffic (1833), 57 
South African war, 60, 61, 67 ; 

railways, 68 
special expenditure, 53, 66 
subdivision of estimates, 15 
Suez Canal shares, 57 
supplementary estimates, 47-53 
token estimates,- 52, 69, 70 
votes of credit, 57-'71 
vouchers for expenditure, 65 
wording of estimate as affecting 

conditions of, 267-268. See 
appropriation; expenditure; 
parliamentary procedure 

Grants in aid, 200-208 
accounts of grantees, 453 
audit, 200-206 
classes subject to audit, 203 
colonies and protectorates, 204, 

205 
increase by virement inadmis-

sible, 306 , 
information as to, withholding 

of, 125 
object of audit of, 203-204 
special conditions applicable to, 

201,306 
- specifically described in esti

mates, 408 
Grenville, Lord, 165 
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HARRIS, Sir C., xxi, 468, 485 
Henry VIII, free discussion in 

House of Commons,. 9 
Higgs, Henry, C.B., on financiiJ.!. 

system, viii 
Holland, Lord, 172 
House of Commons : 

disabilities in S"ecuring financial 
control,94 

estimates for, 264 
free discussion, Henry VIII on, 

91 

functions, 20, 85-86, 113; in 
relation to policy, 85; of 
control, 352 

limitation, in financial pro
posals, 88 ; of functions, 19 

ministerial responsibility, 352 
power to demand information, 

126 
prohibiting specific service, pro-

cedure necessary, 296-297 
relations with cabinet, 83 
resolved into committee, 26 
right to examine results of legis-

lation, 20 
supreme control over finance, 

3-4 
tendency to encourage spending, 

88,99 
virement, notification of exer

cise of, 288-289. See cabi
net; control, parliamentary; 
executive; parliamentary pro
cedure ; Treasury 

House of Lords, estimates for, 
265 

Hume', Mr., 107 

ILBERT, Sir Courtenay, 84 
Imprest: 

advances to contractors, 409 
definition of, 407 
'derivation of word, 407 
loans to contractors, 415-416 
not chargeable to vote, 406 

Improvisation, cost of, 480 
Income and outlay, equilibrium 

between, 100 
Income tax on salaries, 401 
Indelibility of Expenditure, 42g.-

434 
adjustment for statistical pur

poses, 439 
Information : 

appended to appropriation aC-
counts, 434-458 

correspondence, 457, 458 
methods of supplying, 434 
purposes for which required, 

124 
statements and papers, 441-

457 
statistical tables, 445 
supply of, in estimates, 267. 

Information, withholding of : . 
accounting department, rights 

0[, 226-228 
administrative matters, 126, 

128, 131 
Admiralty, 231-233 
business grounds, 127, 268 
cases illustrating practice, 229-

235 
.Comptroller and Auditor 

General's view; 228, 229 
military reasons for, 65, 126 
policy, 268 
principles of, summary, 134, 

237-238 
shipbuilding costs, 230 
special considerations involved, 

235--:238 
War Office, rejected tenders, 

231-233 ; Yeoma.nry dis
crepancy, 233, 234 

Interpretation : 
of royal. warrants, 194-196, 

331-333; departmental regu
lations, 196, 33~ 

Intervention in administration. 
See administration 

Inventions, grants for, 304 
Inventors, names of, 441 
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Irregularities : 
civil votes. excesses on. 385 
expenditure adjusted to agree' 

with estimates. 374 
postponing claims due. 402-403 
responsibility of accounting de

partment. 197-199 
reports on. 196-199 

Isle of Man. Treasurers and 
Harbour Commissioners of. 207 

loini works services, 362, 430, 431 
Justinian. quoted by Edward I. 3 

KnCBENER. Lord. on finance in 
war. 466; on training of officers. 
474 

Land: 
exchanges of. 335. 438 
purchase or sale of. 335. 411 
transfers of. 364 

Ledger balances : 
importance of check of. 456. 
See army; balance sheets; navy 

Ledger headings : 
opening of. 185-186 

Legacy fund. army prize money 
and. 207 

Liabilities : 
discharge of. when due. 403 
note of. 438 
outstanding and postponed. 

difference. 404. See assets; 
classification 

Limitation of control. See active 
service; Committee of Supply; 
control; control. parlia-
mentary ; EstiIJ:!.lltes Com-
mittee; Treasury control 

Limitation .of functions. See ac
counting officer; Comptroller 
and Auditor General; Com
mittee of Ways and Means; 
minister 

. Limitations of audit. See audit; 
Comptroller and Auditor General 

Liquidated.damages. remission of. 
342 

Loan accounts. 458-461 
errors of cIassification, 431-432 
Naval Defence Act (1889), 461 
Naval Works Act (1896). 459 
treasury control, 329 
virement between heads, 301 

Loans: . 
chaygeable to vote, 415-416 
foreign government. use of 

treasury chest fund. 75 
remission of, 342 
writing off. 344 

Local audit. 370. 373. 470-471. 
480 

Local Government Board, audit 
by, 205 

Local loan funds, 344 
Local taxation. assignment. II 
Loss. classes of. 347 
LosseJ: 

cash, 340-344. 347 
constructive. 343 
disciplinary action, 132-134 
fire, shipwreck. etc., 347. 438 
fraud .. 197.347 
interdepartmental committee 

(1896). 348 
mode of record, 348, 444 
museums and art galleries. 220 
revenue departments. mode of 

adjustment. 444 
stores,' 220, 344-350. 438; 

general rules, 347 
Losses state~ent. 442 

Manufacturing accounts : 
audit. 221-224 
errors in classification. 432-433. 

See aircraft factory; army 
clothing factory; ordnance 
factories; prisons 

Mercantile marine vote (1911-12). 
, 385 
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Merit of expenditure, II 9 
active service, 468, 480 
Comptroller and Auditor 

General's limitatio'ns, 239 
Meteorological office, 202 
Military reasons for withholding 

information, 65, "126. 
Military Works Bills, 329. See 

loan accounts 
Minister, 35I':"356 

acceptance of personal respon
sibility, 360 

amount of grants, responsibility 
for, 88,.142-143, 356, 358 

final arbiter within depart
ment, 359 

functions, 353-354, 366 
relief in accounting, 355 

Ministerial responsibility, 84, 351 
defined by· Gladstone, 356 
estimates, 142-143, 353 
policy as affecting, II9 
policy and expenditure, 146 
to Parliament, 352 

Misappropriation : 
authorised, 183 
definition of, 182-183 
House of Commons resolution, 

3 19 
stores, 209, 345 

Monk, Mr., • Resolution,' 289 
Moral check : 

financial criticism, II5 
Public Accounts Committee, 

II2 
war expenditure, 472 

Munitions, Ministry of, 462 
Museums and galleries, exhibits, 

221, 222 

NATIONAL Expenditure,Committee 
on, q.v. 

National Gallery, 203 
National Insurance Audit Depart-

ment, 206 . 
Naval Defence Act (1889), 461 ; 

Works Bills, 329 

Navy: 
appropriation account (1910-

II), 56; Comptroller and 
Auditor General's certifi
cate, 183; ledger balances, 
456, 457; Shipbuilding vote, 
301; virement, 300-301 

Audit Act, Army and, 221, 
222,452 

estimates (1888-89), 276; ship
building programme, 222-'-223 

statement of stocks, .454 
test audit, 175. See AdmiIa.lty 

New services started in a year: 
not covered by any vote, 309 
parliamentary sanction for, 34-

35,334 
sanction for, procedure, 334 
total cost, notification of, 293 
treasury functions, 302-304 
vote on account, use of, for, 32 

New sub-heads: See sub-heads 
Noble, Sir A., 484 
Notes, 435-441 . 

claims abandoned, 179 
deliberate postponement, of 

liabilities, 404; of works, 303 
services rendered by other de

partments, 363 
statistics in estimates, 269 

Nugatory payments, 343, 436 

OBLIGATORY audit, 167-188 
Office of Works : 

contracts, 339 
subordination to Treasury, 339 
vote for (1884-85), 315 

Officers of accounts, Treasury, 
247 

Old age pensions: 
. Act, 164, 165 

account, certificate of Comp
trolIer and Auditor General, 
183 

test check, 176 
Oliver, F. S., 324 
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Order in Council : 
amending. to meet exceptional 

cases. 333 
dispensing. 136. 330-331 
interpretation of. 194-196 
treasury sanction to issue of. 

329 
treasury powers of investigating 

organisation under (1890). 
261 

Ordnance factories : 
accounts. 46t-464; basis of 

audit. 223 
commercial basis of. 461 
carry-over of balances. 80. 325 
deficit or surplus. causes of. 

463 
stores transferred to. to fin

ance vote. 322 
supplies suspense account. bal

ance. 79. 80. 464; institu
tion. 464; objects of. 79. 80 ; 
temporary suspension of. 79 

token vote for. 223 
Organisation. peace. as applicable 

to war. 468 
Outlay. equilibrium between in

come and. 100 
Overestimates : 

appropriations in aid. incon-
venience of. 43 

deliberate. suggested. 151. 298 
effect of. 49 
for works services. method of 

avoiding. 272 
Public Accounts ComInittee's 

viewof,49 
Overpayments : 

examination by Public Accounts 
Committee. II8 

remission of, 342 
vote relieved of. 445. See 

losses. cash 

Parliament : 
annual meeting of. necessity 

for. 30 

Parliament-cont. 
constitutional composition of, 3 
functions of. 20. 85-86. II3. 187 
questions in. 476. See Crown; 

House of Commons 
Parliamentary control. See 'con

trol. parliamentary 
Parliamentary procedure, 18-43 

annual estimates. 46. 96 
Appropriation Act, 35-36, 38-

39 
ComInittee of Supply. 25-27 
Committee of Ways and Means, 

28-29 
completed accounts. 22. 96. 103 
Consolidated Fund Bills. 29. 30 
consolidated fund charges. 44 
demands of the Crown. 24-25 
discussion as accompanying 

legislation. 91 
examinations at the Bar. II3 
exceptional grants. 57 
excess votes. 55 
guillotine. 97. II4 
House of Commons resolved 

into comInittee. 26 
loss of control due to. 7. 18 
Public Accounts ComInittee re

ports. discussion of. I II 
restrictions imposed by. 24. 

89-90 

rules of. importance of. 23-24 ; 
modification of. 91-93. 97 

self-supporting services. 40-41 
supplementary estimates, 50-52 
supplies. proposing. granting. 

and rendering available, 22-
24, 88, 89 -

virement. confirmation of, 289 
vote of credit. 69 
votes on account, 32-3.5 
voting appropriations in aid, 

38-41 

Parliamentary standing commit
tees. See Estimates Committee; 
Public Accounts Committee 

Party system in House of Com
mons, 87 
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Pay and allowances : 
conditions attached to, 330 
rates of, when operative, 333; 

responsibility for, 151-152 
soldiers, charge of, 418 
. See salary 

Paymaster General : 
cash balances, economy of, 319 
consolidated cash balance, 80 
duty in making issues, 81, 486 
irregular diversion of grants, 

limitations of power, 486 
periodical adjustment of ac

counts, 82 
status and functions, 31 

Payment: 
claim due, postponement 403 
due and fully matured, 402 
to agent, classification of, 399. 

See cash payments; classifica
tion; date of payment; draft 
or cheque; final payments 

Periodical accounts, 382 
Personal accounts. See suspense 

accounts 
Personal emoluments, 440 
Personnel: 

.as afiecting economy, 258, 261, 
375, 469, 478 

training of, 472 
Petty, Lord H., 157, 173 
Pole, William de la, 5 
Policy: 

cabinet responsibility, 84 
changes of, effect on control, 

122, 259; on expenditure, 272 
Comptroller and Auditor 
- General and, 193 
economy and, 96, 1I9, 146 
Estimates CDmmittee, discus-

sion of, 145-146 
House of Commons and, 85 
in war, government responsi

bility for, 466 
information withheld on 

grounds of, 126, 268 
ministerial responsibility and, 

I19 

Policy--cont. 
of loan bills, 459 
Public Accounts Committee 

and, I18-124, 126 
select committees and, 103 
Treasury and, 248, 255 
war preparations as affected 

by, 481, 483 
Post Office : 

accounts, cost of constituent 
services, 455 

deficit on telegraphs, 74 
engineering programme, 455 
estimates, change of form of, 

121; (I913-19I4) reduction 
by Treasury, 264 

savings bank, audit of accounts, 
207; use of funds, 74 

Postponement : 
o~ claims due, when permiSSible, 

40 4 
of services, deliberate, note 

of, 303. See classification; 
excess expenditure 

Prerogative. See Crown 
Prime Minister, power of, 88 
Principles : 

exercise of detailed control, 
326-328 . 

involved in demanding in
formation, 224. 225 

justification for waiving, vii. 
See appropriation; balances, 
surrender of; classification; 
grants; information, with
holding of; Public Accounts 
Committee 

Prisons. manufacturing, farm. and 
garden accounts, 224, 453 

Procedure. See accounting offi
cer; disallowances; estimates; 
funds; new services; parliamen
tary procedure 

Proof of payment, 247. 406 
Proposals, control over, 22-24. 

140, 253-282. See estimates 
Public Accounts and Charges Act. 

37. 38• 42 
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Public Accounts, Commissioners 
on, 104, lOS, 247 

Publication: 
accounts, European war, 394-

395 
Comptroller and Auditor 

General,236-237 
correspondence re virement, 458 

Public Accounts Committee, 10 3-
140 

action on behalf of House of 
Commons, 22 

administration, intervention in, 
129-134 

appointment, 108 
as a body of scrutiny, 112-116 
attitude, impersonal, 132, 134 
audit of authority, recognition 

of importance, 188 
Comptroller and -Auditor 

General, attendance at meet
ings of, 191; assistance to, 
uS, 130,229 

constitution, 108 
decisions, effect of, 136; value 

of, 139-140 , 
development of functions, 139 
disallowances, II2, 118 
discipline, questions of, 132-134 
documents, withholding of, 131 
effect of criticism, II2, IIS, 

II7 
estimates, changes in form, 

functions, 265--266 
Estimates ComInittee and, over

lapping,ISD-IS2 
examination, nature of, II6; 

of excesses, 55; of systems, 
130, 136; of treasury action, 
134-136; of witnesses, 113 

excesses, attitude to, 54, II7 
functions, II6-124 
general review of, 138-140 
grants, purpose of, 122 
grants in aid, functions as 

regards, 202 
information, refusal of, 124-

128, 231, 233, 234 

Public Accounts Committee----cont. 
ledger balances, opinion on 

check of, 456 
matters of financial order and 

principle, 136-138 
origin of, 103-IIO 
pecuniary liability, views as to 

enforcing, 374 
power and influence, IIO-II1 
power to summon witnesses 

and take evidence on oath, I I 3 
recommendations of, ignored, 

137-138 
receipts, functions as to, !23 
reports, discussion by House of 

Commons, I II; functions o:f 
Treasury towards, III, II8 

reports of, xxiii-xxv 
reports on accounts to be re-

ferred to, 109 
secrecy, 124, 125, 126, 128, 250 
systems, 130, 136 
technical questions, 124 
terms of reference, II6; elas

ticity of, 139-140 
Treasury and, relations, 246; 

disagreement, 137 
Treasury, representative of, at

tendance at meetings, 246 
virement, opinion on - practice 

of, 288 
Public claims, 440, 443-444 
Public income, 77, 105 
Public Trustee, 207 
Public works funds, 344 
Publicity a factor in parliamen-

tary government, 6, 91 
Purchase, 'of property, advances 

for, 4II; of stores, q.v. 

RATES. See pay and allowances 
Receipts : 

adjusting, classification of, 41_ 
bringing to credit, difficulties of 

ensuring, 178 
classification of, 41, 397, 416-

4 17, 42 5 
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Receipts--cont. 
departmental, 36-43, '69, 70, 

73-'15 
extra, 41, 43 
misappropriation, 73-74 
not estimated for, 42 
purpose of appropriating, in 

aid, 38 
surplus, appropriation in sup-' 

plementary estimate,. 51 ; 
appropria.tion on excess vote, 
56; power to use, 38, 43, 51 ; 
possibility of temporary mis
appropriation, 73-74" See 
appropriations in aid 

Receipt. See proof of payment 
Recommendations of Public Ac-

counts Committee, 137, 138. 
Red tape, v, 476 
Redress of grievances, 26 
Refunds, classification, 426-427 
Regulations : 

explicitness of, importance, 188 
interpretation of, 196, 330-331. 

See accounting officer; Comp
troller and Auditor General; 
royal warrants; Treasury 

Remount farms, army, 453 
Repayments : . 

interdepartmental, 364-366 ; 
414-415 

private services, 275 
Reports: 

committees and commissions, 
xix-xxi 

Estimates Committee, xxv 
Public Accounts Committee, 

xxiii-xxv. See accounting 
department; Comptroller 
and Auditor General; con
trol, parliamentary; irregu
larities ; Public Accounts 
Committee; Treasury 

Responsibility : 
accounting department, 197-

199 
accounting offic'er, 358-362, 

367-381 

Responsibility--cont. 
administration as affecting, 365 
cabinet, 352, 366, 466 
causes affecting, 475 
certificates, signatories of, 374 
Chancellor of Exchequer, 366 
Comptroller and Auditor 

General, 361, 447 
contracts, for making, 339-

340 

definition of, 351, 358, 359 
elements of, 35 I 
efficiency dependent on, 5-6 
executive, 88, 142-143 
minister, 356, 358, 360 
ministerial, q.v. 
officers entrusted with public 

money, '373 
Paymaster General, 81,486 
pecuniary liability, 361 
stores, losses, 348 
sub-accountant, 373-374 

Revenue departments : 
accounts, _ audit of, 177, 207; 

Comptroller and' Auditor 
General's certificate, 183. and 
functions,'180-I8I; test check 
of, 176, 179 

claims abandoned, 342 
estimates, 46, 272 
losses of revenue charged to vote 

of,444 
revenue collected by, 73 

Revenue, parliamentary control 
over, 23 

Revision of estimates, 144, 145 
Revolution, public expenditure 

under the, 4 
Richmond, D. C., on status of 

Comptroller and Auditor 
General, 190 

Roberts, Lord, on qualifi~ations 
of army officers, .472 

Routine, ev~ls of, v, 475 
Royal Geographical Society, 202 
Royal Mint, colonial branches of, . 

207 
Royal palaces, upkeep of, 453 



Royal warrants : 
amendments to avoid straining 

of, 333 ' 
error in, as affecting claims, 331 
interpretation of, 194-196, 336 
treasury sanction for, 329 

Russia and Turkey war, 60 
Ryan, Sir' C., on Comptroller and 

Auditor General's functions to
wards estimates, 184 

SAF1;;GUARDS against waste in war, 
4lig-478 ' 

St. Kilda, relief to, 123 
Salary, withholding of, 443; in

come tax deductions from, 401 
Sanction. See Treasury: 
Savings: 

application of, 289-290, 31g-
320, 323 

effect of peace, 481 
permanent and temporary, 

difference, 294 
postponements to effect, 303 
stock depletion to effect, 219 
store votes, virement, 293 
works, deliberate, 294-295-

Secrecy: 
accounting department and 

Treasury relationship, 250 
Comptroller and Auditor 

General, 250, 395 
Public Accounts Committee and, 

124-126, 250 
European war, accounts, 394-

395 
information withheld on 

grounds of, 65, 125, 231, 
268 

war preparations affected' by 
need for, 487 

Secret service, 125, 268, 273 
Select committees, powers and 

limitations, 102 
Services: 

accounting follows administra
tion,363 

. Services-cont. 
, provided for in following year's 

estimates, 293-294 
self-supporting, 40, 223, 275 

Shipbuilding: 
accounts, 221-223 
costs, 196, 222, 230 
grants for (1675), 106 

Sinking fund, 314-315 
Slave traffic vote (1833), 57 
Smith, W, H., (lbjection' to re-

duction of estimates, 263 
Soldiers, clothing allowance, 41-

42; technical training, 407-
408 

South African war, 60, 61, 67, 
191, 470, 474, 483 

Speaker, The, duty as to voting 
of supplies, 29; House of Com
mons estimates, 264 

Special services : 
accounting for; 392 
record of total cost of, 449 
treasury sanction for, 335 

State finance and commercial, 
contrasted, 8 

Stationery Office: 
contracts, 339 
.stocks, statement of, 454 
store accounts and audit, 2 II 

Statistical figures : 
-in estimates, 269-27°
method of supplying, 439 
tables for, 445 

Statutory functions. See ac
counting officer, Comptroller 

,and Auditor General; Treasury 
Stock. See stores 
Stock-taking : arrangements and 

responsibility for, 214-217 
Store, expense, and manufacturing 

accounts, 208-224 
Store audit : 

commencement of, 2II-212 
Comptroller and Auditor 

General's object in, 212 
effect on accounting depart

ment, 217-218 
2L 
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Store audit---cont. 
museums and art galleries, 220-

221 
test, 344 

Stores: 
accounting, importance of, 208, 

209, 345 
Admiralty, survey of, 131 
advances for, 409 
control over and loss of, 212, 

344-350 
depletion of stock, 219, 293 
gifts of, replacement, 346 
inspection, importance of sys-

tem of, 218-219 
losses of, 220, 344-350, 438 
misappropriation of, 209, 345 
payment for, classification, 409 
repayment for, to another de-

partment, 414-415 
reserves of, Comptroller and 

Auditor General's functions, 
217, 219 

re-sold, classification, 425-426 
'sale of, postponement, 322 
Stationery Office, 454 
surplus, financial effect of sale 

of, 322 _ 
surpluses set off against defi

ciencies, 349-350 
war reserves of, 127, 217, 454 
transfers between votes, classi

fication, 427-428 
valuation statements, 219-220, 

454 
Sub-accountant : 

cash balance of, examination 
of, 200 

constitutional position as affect
ing, 368-369 

naval, special position. 371-372 
overruling of. by local military 

authority. 369 
responsibility. 373. 374 

Sub-heads : 
amalgamation of, 280 
auxiliary, record of expenditure 

under, 389 

Sub-heads-cont. 
commencement of, 387 
credit, classification to, 423, 

428-429 
debit, classification to, 422-428 , 
deviation. See virement 
expenditure under, 387, 388 
new, for excess expenditure, 

309: for special expenditure, 
436: opening of, 307-310, 
334: restrictions as to use of, 
308-309 

number of, as affecting control, 
279-281 

receipts, appropriation to parti
cular, 41 

special, cancellation of con
tract, 436; for charging re
coverable advances or loans, 
416 

supplementary estimate, 297-
298 

treasury Control, 298-306 
virement between, q.v. 

See auxiliary sub-heads; ex
cess expenditure 

Subsidies to steamship companies, 
202 

Suez Canal shares. purchase, 57 
Summary of ,account. See appro

priation account 
Supplementary estimates, 47-53 

Appropriation Act covering, 50 
appropriating, excess receipts, 

51, 56; receipts following 
vote of credit, 70 

limitations of use of, 450 
objections to, 47-48 
preparation under sub-heads, 

297 
purposes for which required, 47 
presented on token vote, 51 
substitute, for virement, 52, 

292; for vote of credit, 53, 60 
taken to avoid excess vote, 54 

Supplementary information ap-. 
pended to appropriation ac
count, 434-457 
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Supplies suspense account. See 
ordnance factories 

Supply: 
annual granting of, 16, 30 
appropriation of, constitutional 

principle, 3; earliest in
stance, 3; effected by Ap
propriation Act, 35; neces

.sitates annual meeting of 
Parliament, 30 

army and navy, general ap
plicability provisionally, 32 

control over proposals to grant, 
22-'.14 

days allotted for, 97 
early methods of granting, 15, 

58 
ministerial responsibility for, 

352 

power to refuse, 4 
provision of, before Appropria-

tion Act is passed, 29, 32 
Supply, Committee of, q.v. 
Supply of credit, 58 
Surplus: 

army and navy votes, set off 
against deficit, 386 

available, definition of, 319 
cause of, explanation of, 388 
causes tending to produce, 

383 . 
eXChequer account, as distinct 

from departmental, 314-315 
irregularity of, on appropria

tion account, 49 
stores, treatment of, 349-350 

Surpluses and deficits statement, 
army and navy, 386 

Surplus receipts. See receipts 
Surrender of balances. See bal

ances, surrender of 
Suspense account : 

debtor balance on, objection-
able in principle, 415 

imprests chargeable to, 406 
loans chargeable to, 415 
vote not to be used as, 407, 418, 

424 

Systems: 
examination by Comptroller 

and Auditor Genera.l, 130, 198 
internal, of departments,I71, 

177, 347, 368 . 
responsibility for, 129-130, 361 
review by Public Accounts 

Committee, 130, 136 
stores inspection, 218-219 
Treasury, functions in ·relation 

to, 252, 340, 344 

Taxation: 
Committee. of Ways andMeans, 

28 . 
considered in comm,ittee, 25 
income and outlay, equilib

rium between, 100 
local, assignment of, II 
proceeds of, annual appropria

tion necessary, 8 
voting of, 14 

Technical. training of soldiers, 
grant for, 407-408 

Technical expenditure, control 
over, 124, 248, 252, 258-'.159 

Telegraph and telephone accounts, 
audit of, 207; fusion with post 
office accounts, 455 

Telegraphs, deficiency on, 74 
Tenders: . 

competitive, 150, 339 
rejected,231- 233 

Territorial Force Associations, 205, 
269 

Test Audit. See audit 
Time limit for voting . supply, 

30 , 96--97 
Token estimates, 52, 69, 70, 394 
Token vote: 

excess vote presented on, 56 
field intelligence, 273 
ordnance factories, 223, 463 
self-supporting services, 41 . 
supplementary estimate pre-

sented on, 51-52 ' 
trial of election petitions, 273 

2L2 
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Total cost statements. 208, 446-
447 

for special services. 449 
preparation of. as affected by 

classification. 421 
Townsend. Mr., 172 

Training of personnel for war in 
accounting. 472 

Transferof fnnds. See virement 
Transfer of land. See land 
Treasury: 

acting as an executive depart
ment.243 

action. criticism and review of. 
134-136. 162. 198. 302 

accountant's appeal against dis
allowance. 247 

acconnting officer. relations 
with. 367 

administrative action on reports 
of Public Accounts Com
mittee: 1I8 

administration. intervention in. 
249-250 

audit for. !Jf certain accounts. 
16g 

authority. when required gener
ally. 189 

authorities. review of Comp
troller and Auditor General. 
187":'189 

cash balances. verification. 199 
central financial authority. 241; 

250• 251 
civil service estimates. re

sponsibility for. 254 
claims abandoned. duties. 179 
Committee of Supply. discus

sions in. as affecting. 95. 100 
Comptroller and Auditor 

General in relation to. 158-
159. 160. 161. 163-164 

Consolidated Fund Bills. 30 
consolidated fund. 242; ac

count. 29. 45; requisitions. 
165 

consolidation of votes. views on. 
281 

Treasury--cont. 
contracts. functions. 250; re

sponsibility for. 339 
control. q.v. 
departmental policy. limitation 

of functions towanls. 248 
deposit funds. responsibility in 

nse of. 82 
disallowances. action on, 160, 

248 -
dispensing power. 136, 179-180. 

341-342 
estimates. formof.responsibility 

for, 120-121; of Houses of 
Parliament. 264. 265 

Estimates Committee assisted 
by, 148; minutes on reports 
of,246 

exceptional expenditure, duties 
of, 244 

excess vote. responsibility. 54 
executive functions, 243 
extra-statutory powers, review 

of, 135 
fraud cases, functions, 197-

198 
functions under Exchequer and 

Audit Act. 247; generally, 
242 

gifts of stores. 345 
grants in" aid. functions, 203 
irregularities, review by. 197 
ledger headings, opening of, 

185-186. 334 
losses, 340-344. 347-348 
manufacturing accounts, duties 

in relation to, 222_ 
new sub-heads, powers of open

ing, 307-309 
new works and services, duties, 

34. 302-304, 334 
obsolete expenditure, criticism 

of, 262 
parliamentary action as affect

ing,7, 100 
policy, questions of, 248, 356 
powers, before 1866, 106. 158; 

under Appropriation Act, 39 . 
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Treasnry--£ont. 
under Exchequer and Audit 
Act, 387; under Public 
Accounts and Charges Act, 
37,42 

Public Accounts Committee, 
attendance of representative 
at meetings of, 115; attitude 
towards, Ill, 136-137; dis
agreementwith,lIl-1I2, 137; 
minutes on reports of, 2.6; 
relations with, 246 

revenue accounts, issue of in
structions for audit, 178-179 

royal warrants, 329-333 
sanction, when necessary, 259, 

,283, 289, 295, 301, 304, 311, 
328-336, 345 

source of authority for expendi
ture, 241, 242 

status and functions, 241-252 
status modified by Exchequer 

and Audit Act, 245, 247 
subordinate, functions of, 255, 

263-264 
supply of funds, functions, 31 
surrender of balances, 312-313 
virement, funMions in relation 

to, 52, 288, 291, 306, 310-
312; responsibility for, 289, 
290-291, 295; refusal of, 
291 ,346 

votes of credit, attitude to
wards, 60; functions in re
lation to, 59, 64, 68. 

Tr -*1Snry chest fund : 
as auxiliary to civil contin

gencies fund, 76 
audit of account of, 78 
suggested use of, as alternative 

to virement, 288 
surplus or deficit on, procedure, 

75 
vote for, 50 
votes on account supplemented 

by, 34 
Treasury control: 

active service, 467 

Treasury control-cont. 
appointments, limitation as 

regards, 329-330 
army and navy expenditure, 

257, 327-328 
departmental co-operation, 258 
details, general principles, -326-

328 
establishments, 255, 260, 261, 

328-329, 333-334 
estimates, 253-282; form of, 

265; general effects, 262-
263 

excesses, 320 
expenditure to avoid surrender; 

318-320 
expenditure under voteS, 283-

326 
extent of, defined, 256 
importance of, 251-252 
limitations of, 282 
meaning of, 249-250 
naval expense accounts, 222 
pre-information essential to, 

310-312 
policy as limiting, 255; changes 

of, as affecting, 259 
salaries and allowances, 329, 

333 
scope of, 256-257 
stores, 344-347 
sub-heads, 298-306 
technical expenditure as affect

ing, 124, 248, 252, 258-259 
works loan accounts 329. See 

Chancellor of Exchequer; 
Treasury 

Treasury officers of accounts, 
247 

Underestimates: 
effects of, 49 
tendency towards, in case of 

appropriations in aid, 43; 
in caSe of expenditure, 50 

Unemployed Workmen Act (190S). 
205 
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Unforeseen services: 
clas'sification of, 363, 42o-42r 

Urgent and unforeseen services: 
justification for, 290, 302 

Unvouched expenditure :, 
charges of, in appropriation 

account, 405; in periodical 
accounts, 417-418 

note o~, 437 

Valuation statements. 213. 
verification by ,Comptroller and 

Auditor General, 219-220 
Variations: 

estimate and expenditure, ex
planations of, 368, 386, 388, 
389,394 

Verification and criticism of cash 
balance, 199-200 

Virement: 
alternative suggestion to, 288 
army and navy votes, necessity 

for, 285 
as obviating necessity for excess 

vote, 55 
auxiliary sub-heads, 301 
between votes, 284-295 
between sub-heads, 295-307; 

accepted practice, 297; army 
and navy practice respec
tively, 300; civil votes, 299 ; 
general practice, 304-305; 
justification for, 302; legality 
of, 299-300; when inadmis- . 
sible, 306 

conditions to be fulfilled, 295 
confirmation of, 289 
definition of, 284 
effects of not allowing, 285 
essential part of War Office 

and Admiralty system, 287 
exercise of, limitations, 288-

289; as affecting form of 
abstract, 386 

excess receipts, use of, 39, 390 
general practice of exercise of, 

293, 295 

Virement-cont. 
legal sanction for, procedure, 

287-288 
loan heads, between, 301 
publication of correspondence 

authorising; 458 
savings on store votes, 293 
substitution of supplementary 

estimate for, 52, 292 
summary of practice, 310 
use of, for war preparations, 

482 
Votes: 

accounting for, follows ad-
ministration, 362-366 

amalgamation of, 281 
anticipation ,of next year's, 322 
applicability of, 421 
army and navy, as constituting 

single services, 287; latitude 
of expenditure, 279 

charges against, advances to 
contractors, 408-411; au
thorities required, 332; gross 
salaries, 40 I ; items involving 

. cash ,payments only, 443; 
items involving no cash pay
ment, 400; liabilities fully 
matured, 401-403; loans, 
415-416 

financing from non-voted 
monels, 81 

form of account of, 388 
number of, as affecting control, 

278- 282 
parts into which divided, 278 
relieved of improper charges, 

445 
supplementary, 50, 51 
taking,before IstApril, necessity 

for, 30 
use of as suspense accounts, 407, 

418, 424. See classification; 
excess votes; grants; token 
votes; virement; votes of 
credit; votes on account 

Vote A, 451 
Vote B, proposed, 222 
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Votes of credit, 57-71, 390-395 
accounting and audit. 63. 390-

395 
admissibility of charges. 65 
advantages and drawbacks. 59 
appropriation of issues. 63 
classes of charges under. 391 
early use of. 58 
ear-marking vouchers charge-

able to. 65. 393 
excess expenditure met. 67 
loans made from, 416 
period of applicability. 62 
replaced by supplementary esti-

mate. 53. 60 
terms of (1914), 61 
Treasury and departmental ac

counts of. 391 
unexpended balance. 82-83 
use as compared with supple

mentary estimate. 66-68 
Votes on account, 32-35 

dissolution impending. 32 
objections to. 34 
period of provision. 32 
unspent balance of prior year 

as affecting. 317 
votes of credit and. contrasted. 

33 
Voucher: 

constitution of. 247. 406 

WAR Cabinet. 84 
War preparations : 

government credit as facilita
ting. 487 

political considerations as affect
ing. 480-488 

possibility of. 482 
secrecy. need for. as preventing. 

487. See active service 

War Office : 
disagreement with Comptroller 

and Auditor General. rejected 
tenders. 232. 233; yeomanry 
discrepancy. 233-234 

E\1ropean war. special arrange
-ments.467 

WllI reserves. 454. See army; 
army coun«il; virement 

War stores reserve. 127. 217. 
454 

Waste on active service. safeguards 
against. 469-478 

Ways and Means-: 
Committee of. 28. 29 
limited to supplies voted. 29 

Welby. Lord. 106, 241. 296 
Witnesses before select com

mittees, II3 
Works : 

conjectural figures in estimates. 
150-151 

new. started in a year. 35. 
334 

services. importance of inclu
sion in estimates. 308-309; 
joint. classification. 430-431 ; 
lump sum deductions from 
total estimate. 272; total 
cost, notification of. 271. 273-
274 

vote. record of expenditure. 
389; to be taken early in 
the year. 334 

Writes-off. See accounting de
partment; claims abandoned; 
losses; Treasury 

YEOMANRY discrepancy. War 
Office and. 233-234 -
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