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COMBINED FINANCE AND REVENUE ACCOUNTS OF TEE CENTRAL AND STATE GOVERNMENTS IN INDIA, POR
THE YEAR 1960-61

Introductory

1. Main Divigions of the Indian Accounts—Frior to
the coming into force of the Constitution of Indis, there
were four main divisions of Government accounts—

(1) Revenue
(2) Capital

(3) Debt

(3) Remittance

Beginning with the year 1950-51 Government ac-
connts are heing kept in the following three parts;i—

Part I—Consolidated Fund
Part II—Contingency Fund
Part [I1—Public Account

In Part Y of tlie Aceount, there are three main divi-
stong, namely:—

{1} Revenne
(2) Capital end

{3) Debt (comprising  Public Debt and Loans and
Advunces and In* r State settlement).

The first division deals with the proceeds of taxation
and other receipts elassed as revenue and the expendi-
ture therefrom, the net result of which represents the
revenue surplus or  deficit for the year. The second
division deais with expenditure met usually from bor-
rowerd funds with the objeet, either of increasing con-
crete axsets of a roaterial character, or of reducing re-
ewrrivyr Liakilities, such A< thosc for future pensions by
vovinent of the Capitalised  Value, It also includes
receipts of & Capital nature intended to be applied as a
at off ta Capital expenditure. The third division com-
prise= luztis raised by Government, loans of a purely
temporyry peture elassed as “Floating Debt”, (such as,
Mcetry Bills and Wavs and Means Advances), as well
as ot her loans classed as “Permanent Debt” and “Loane
amd Audvances made by Government” together wish
pavnients of the former and recoveries of the latter.

1o Part 1@ of the Account are recorded the transac-
tials vonneected with the Contingency Fund set up
ntsker Article 267 of the Constitution of India.

In Part 111 of the Account, there are two main divi-
srans, namwely—

(1) Dbt {other than those included in Part I) and
Deposits, and

() Remittances.

The  fiest division comprises receipts and payments,
wler tlun those falling under Debt lLieads pertaining
to Part 1, i respect of which Goveenment incurs a
falilay to repay the moneys rweeived or has a claim
1+ recover the amounts paid, together with repayments
o the furoer and recoveries of the latter. The second
divisien embracee  merely  adjusting  heads, under
whith appear remittances of eash between treasuries,
nanefers Letween different aceounting circles and re-
wmittenees between India and  England.  Credite and
del nx tuken to the adjusting heads in this division are
cwentvil eventually by adjnstment under final heads.

It wmayv be explaiced that the transactiona included
in these avcounts represent mainly the actus] cash re-
¢ripts sud disbursements during the financial year  April

to March, as distinguished from amousts due to or
by Government during the same period. The cash
basiz system is, however, not entirely suitable for re-
vording the transactions and presenting at any time
the true state of affaira of Government Commercial
Undertakings which are fun op strictly commercial
principles. The detailed accounts of this class of under-
takings are waintained outside the regular accounts
in proper commercial form and these accounts are sub-
jected to a suitable andit check by the Indian Aundit
and Acconnts Department.

2. Sections and Major Heads of Account—Wiithia
Parts I and IIT mentioned abave, the transastions are
grouped into Sections which are further sub-divided
into the Major Heads of Account. The Sections are
distinguished by letters of the alphabet, a double letter
denoting the eapital porticn of the particuler set of
transactions. The Major Heads ins Revenue and Capital
Sections are numbered serially, Roman numerals being
employed on the receipt side and internations] on the
dishursement side. A complete list of the Sections
classified under both the parts mentioned above 1is
appended to this note. The Major Heads comprised in
cach Section will be found detailed in the sectional
abstract preceding the accounts of the Section.

With a view to bring the various Seetions of sccount
in the Consolidated Fund at one place in a continuous
series and also to accommodate the new Section for
transactions relating to Inter-State Settlement the
existing Sections in the Debt division in Parta 1 and
It of the accounts have been relettered from 1st April,
1955.

3. Treasury Bolances—Bullion and other Curreney
Reserves—The accounts work from balance to balance,
these balances working up to the genersl cash balances
a small portion of which is kept in the Treasuries all
over India and in the Bank of Englend in England
while the bulk has been deposited with the Resarve
Bank of India. Qutside these cash balances are the
securities held on account of the Silver Redemption
Reserve, the Surplus Silver Btock and other special
Reserves inveated outside the general cash balances
of QGovernmenti -The Gold Standard Reserve and the
Paper Currency: Reserve were closed on the institu-
tion of the Reserve Bank on the 1st April, 1935.

As it is a difficult and complicated process to split
up the balances inte “Consolidated Fund” and “Public
Account” one single balance is shown, for the present,
for all the three parts viz.,, Consolidated Fund, Contin-
gency Fund and Public Account.

4. Peculiarities of the Indian Accounts—The Indian
Accounts are complicated by reason of their—

(1) covering transactions not only of the Central
Governmept but also of the State Governments
with their separate resources and separate balances; and

(2) combining transactions in two currencies, rupee.
and sterling, the exchange relation of which varies from
time to time. |

5. Financial relations between the Central and Pro-
vincial (now State) Governments—Prior te 1st April 1921
the revenues of India were treated as constituting
one undivided fund and applied for the purpose of
the Government of India as a whole. The Provincial
Governments had no inherent legal right to the re-
venues which they raised. These were asrigned, more or
less, oo the basis of the estiuated needs of the:

i
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several Provinces and this involved an apportion-
ment different for different Provinces of the more
important sources of revenue which included Land
Revenue, Income Tax, Stamps, Excise and Registration,
At times the Central Authorities had to levy bene-
volences and at others to distribute doles according
to the exigencies of finance. :

6. A new basis of financial settlement was intreduced
bétween the Centre and the Provinces in 1921 to suit
the wide measures of legislative, administrative and
financial devolution. made under the Montague-Chelms-
ford Reéforms. Bubjects in Governors’ Provinoes: were
classified as Central or Provincial with referenoe to the
functions of the respective Governments and there was
a clear cut allocation in the matter of heads of Revenue
and Expenditare. The Provinces also obtained a
share in the growth of Revenue from Income Tax so
far as that growth was attributable to the increase
in the amount of income assessed and were also given
‘powers to impose certain new taxes. The distribution of
the sources of revemue on these lines resulted in the
‘initial stages of the new Constitution in a large deficit
in the Central Budget and this was met by contributions
psid by the various Provinces. These contributions
were gradually reduced and were completely and finally
remitted with effect from the year 1928-29.

. 71. The constitutional machinery set wup by the
Government of India Act, 1935, made necessary a
readjustment of financial resources and obligations
between the Centre and the Provinces. The financial
arrangements embodied in the Act provided for assign-
ment to the Provinces of a definite share of the pro-
ceeds of Income Tax and its distribution among them in
‘a prescribed manner, and allocation to the jute grow-
ing Provinces of a prescribed share of the net proceeds
of the Excise Duty on Jute or Jute Products. Taxes
of a certain category (e.g., Duties on Succession to
Property other than Agricultural Land, Stamp Duties
on Bills of Exchange, etc.) were to be levied and collected
by the Centre, though the net proceeds were to be dis-
tributed to the Provinces subject to the right of the
Centre to levy a surcharge for its own purposes. In
the same way the whole or a share of the yield of duties
on Salt and also of Federal Excise Duties could be as-
signed to the Provinges by an Act of the Federal Legis-
lature, Provision had also been made for grants-in-
aid to certain Provinces which were in need of such assist-
ance from Centre—uvide Sections 137 to 142 of the
Government. of India Act, 1935, and the Government of
India (Distribution of Revenues) Order, 1936. Most
of the Provinces also received special financial assistance
from the Centre at the time the Government of India
Act, 1935, came into force as a result of the decent-
ralisation of balances and the cancellation and consoli-
dation of pre-autonomy debt due by them to the Cent-
ral Government, vide paragraph 12 below.

The provisions of the Government of India Act,1935
were allowed to continue under the India (Provisional
Constitution) Order, 1947. :

8. The financial arrangements embodied in the Con-
stitution also provide for assignment to-the States of a
definite share of the proeeeds of Income Tax and its
distribution among them in a prescrived manner sub-
Ject to the right of the Centre to levy a surcharge for
its own purposes. Certain duties (e.g. Stamp Duties
and Duties of Excise on Medicinal and Toilet Prepara-
tions) though levied by the Government of India, are
collected by the States within- which such duties are
respectively leviable' and the proceeds thereof are
assigned to those States. Certain other duties and taxes

“{e.g., Duties in respect of Sitccession’ to Property other
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than Agricultural Land, Estate Duty in respect of
Property other than Agricultural Land, Terminal
Taxes on Goods or Passengers carried by railway, sea
or air, etc.) are levied and collected by the Government
of India and the net proceeds are distributed to the
States in a prescribed manner,

The whole or a part of the net proceeds of certain
Union Excise Duties, other than such Duties of Exocise
on Medicinal and Toilet Preparations referred to above,
may be assigned to the States under the law made by
Parliament in this behalf. Necessary legislation was
enacted under which, commencing from the year
1952-53, a part of the Union Excise Duties on eertain
articles is paid to the States out of the Consolidated
Fund of India. Provision has also heen made for grants-
in-aid as may be preseribed, in lieu of assighment of any
share of net proceeds of export duty on Jute and Jute
Products to the States of Assam, Bthar, Orissa and
West Bengal upto a maximum period of ten years from
the commencement of the Constitution. Grants-in-aid of
revenue may also be paid out of the Consolidated Fund of
India to such States as Parliament may determine to be
in need of assistance.

Provision has also been made for setting up a Finance
Commission to make recommendations (¢) as to the
distribution between the Union and the States of
the net proceeds of taxes which are to be or may be
divided between them and the allocation thereof between
the States of the respective shares of such proceeds and
(#7) the principles which should govern the grants-in-aid
of the revenue of the States out of the Consolidated
Fund of India and (#4¢) any other matter referred to the
Commission by the President in the interest of sound

finance.

9, As a result of the passing of the Indian Indepen-
dence Act, 1947, by the British Parliament, two in-
dependent Dominions, known respectively as ‘India’
and ‘Pakistan’ were set up with effect from the 15th
August, 1947 by partitioning India.

The N.W.F.P., Sind end Baluchistan became a
part of Pakistan—whereas the provinces of the Punjab,
Bengal and Assam were partitioned; certain portions
thereof being transferred to Pakistan and the rest re-
maining in India. Due to these changes the accounts
of the Central Government and of the divided pro-
vinees of Bengal and Punjab were closed on 14th August,
1947, as on the annusl closing date; and the accounts
of the year 1947-48 had to be compiled in two parts—(s)
Prepartition Accounts comprising the accounts of the
Central Government and the Governments of Bengal and
Punjab for the period from 1st April, 1947 to 14th August,
1947 and (i) Post-partition Accounts, comprising the
accounts of the Central, West Bengal and East Punjab
Governments for the period from 15th August, 1947 to
31st March, 1948 and of other Provincial Governments
within the Indian Dominion for the entire vear 1947.48
Pending the closing of the prepartition accounts of the
Central Government and the Government of Punjab
the aecounts of the Post-partition years have been com.
piled by adopting provisional balances wherever neces-
sary as indicated in the explanatory note in Part 11]—_
Public Account on Page 511.

10. The former Indian States merged with the Pro.-
vinces were treated as forming the territories of the
respective provinces (now States) while those converted

.into Centrally Administered Areas were treated gy

territories forming the States mentioned in Part C of the
First Schedule to the Constitution as it stood prior to 1s
November, 1956. From Lst April, 1950, their accounts
were being maintained under the normal heads in the
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Union and  State Accounts. The rest of the former
Indian States (including the TUnions of such States)
were treated as territories forming the States mentioned
in Part T3 of the First Schedule to the Constitution, as it
stoud prior to 1st November, 1956. [n accordance with
the provistons of Chapter V, Part V, of the Constitu-
tion and para 2 (1) of the Constitution (Removal of Diffi-
culties) Order No. IT1, dated the 26th January, 1950.
the Comptroller and  Auditor General became respon-
sible for the audit and accounting of the transactions of
these States from Ist April, 1950 {13th April 1950 in
the case of Patiala and East Punjab States Union)
except in the case of Jammu and Kashmir. Their
accounts had accordingly been included in this com-
pilation from the year 1950-51.

The audit and accounting of the transactions of Jammu
and Kashmir State were taken over by the Comptroller
and Auditor General with effect from Ist May, 1958
under the Constitution (Application to Jammu and
Kashmir) Second Amendment Order, 1958. The
stansactions of that State have, accordingly, been
included in this compilation from 1958-59.

Consequent to the passing of the Part C States
Act, 1951, separate Legislatures were set up from lst
April, 1952 for Ajmer, Bhopal, Coorg, Delhi, Himachal
Pradesh and Vindhya Pradesh. Although these States
had a Legislature and a Consolidated Fund of their
own, they had no power to borrow or to have a separate
cash balance. With the passing of the Part C States
(Amendment) Act, 1954 the scope of the Consolidated
Fund of these States had, however, been widened with
effeet from 1st October, 1954 (lst December, 1954 in
the case of Ajmer) so as to include the Capital transac-
tions outside the Revenue Account, Loans from the
Centra! Government including repayments thereof and
transactions relating to  Loans and  Advances by the
fitates concerned. ‘They had also been allowed to estab-
lish a Contingency Fund of their own but they had vo
Public  Account. The transactions relating to these
States were being shown separately in this compilation
from the year 1952-53. These provisions ceased to
be operative from 1st November, 1956 as the Part C
States Act, 1951 was repealed consequent on the passing
of the BStates Reorganisation Act, 1956 mentioned in
Para 11 helow.

11. As a result of passing of the States Reorganisation
Act, 1956 the States and territories of India were re-or-
ganised into fourteen States and six Union Territories
specified in the First Schedule to the Constitution with
effect fremn the 1st Nuvember, 1936, To redistribute the
assets and liabilities amongst the States formed by the
revrganisation the accounts of all pre-reorganisation
States except Andhra, Assam, Orissa, Uttar Pradesh
and West Bengal were closed or the 31st October, 1956
s at the end of a financial year.

Consequent on the passing of the Bombay Reorganisa-
tion Act. 1960, the ex-Bombayv State was bifurcated
into Mahara:htra and Gujarat with effect from the 1st
May, 1960. The accounts of the ex-Bombay State were
closed on the 30th April, 1960, and the balances as on
that date relating to that State, have been allocated
between the success or States viz. Maharashtra and Gu-
jarat. to the extent indicated in para 4 of the note at
page 511 In this compilation, the transactions rela-
ting to Maharashtra for the year 1960-61 include also
the transactions of the ex-Bombay State for the month
of April, 1960, whareas those of Gujarat relate to the
period from the 1st May, 1960 to the 31st March, 1961.

12. Decentralisation of Balances—Prior to 1921-22,
the Provincial Governments had no balances under
debt heads except for the amount of the Development
Loan raised by the Government of Bombay in 1920-21
the balances in the Government books being regarded
as the assets and liabilities of the Central Government.
With the degree of separation of the finances of the
Central Government from those of the Provincial
Governments which resulted from the Montague-
Chelmsford Refcrms the Provincial Governments had
certain assets and liabilities definitely assigned to them
and from 1921-22 it was found necessary to maintain
for each Provincial Government a separate account
identical in form with that previously maintained for
the Government of India. The debt transactions of the
Provincial Governments were, however, confined chiefly
to loans raised by them in the open market or from
the Provincial Loans Fund, specisl funds built up
from Provincial revenues and loans and advances
made by them out of their own funds, besides, trans-
actions relating to Provincial suspense accounts. The
responsibility for the Waya and Means operations for
the whole of India being vested in the Government of
India, the balances of practically all other debt and
remittance heads including deposits and advances and
Provident Fund deposits of Provineial Government
personnel were treated as Central,

13. It was decided that, as an integral part of the
whole plan of the initial financial arrangements between
the Provinces and the Centre,

(!} the balances of an intrinsically local nature or
balances definitely associated with any function which,
after 31st March, 1937 became a function of Provincial
Governments, held in the Debt, Deposits and Re-
mittance group of the Central Government’s Account
should be decentralized,

(%} a part of these balances should be credited to
the Provincial Gevernments and the remainirg amount
sot off against the ontstanding Loans and Advances
previously made or deemed to have beer made to those
Governments by the Central Government: and

(#3) the balance of the liabilities in reapect of sums
due to the Government of India on 31st March, 1937
through the Provincial Loans Fund for Loans and
Advances taken previcus to lat April, 1936 should, in
the case of certain Provinces, be wholly or partly cancel-
led as a measure of special financial assistance and in the
ease of others should, with certain exception, be treated
as a consolidated debt repayable to the Government of
India in the form of semi-annual equated payments of
interest and principal within a period of 45 years,

These adjustments were effected immediately before
the commencement of Provincial Autonomy as from
the closing of the accounts for 1936-37 by certain amend-
ments of the Devolution Rules.

The book balances of the Provinces as on 31st Mareh,
1937 which were held in deposit with the Central Govern-
ment on that date were made over to the Provinces
on lst April, 1937 partly in the form of physical cash
balances in their treasuries and sub-treasuries and partly
in the form of cash credits to their accounts with the
Reserve Bank of India.

14. Changes in the Accounts—The general structure
of the accounts was recast from lst April, 1937 to
correspond with the changes in the financial system en-
tailed in the Government of India Act, 1935 and the
changes in the banking and accounting arrangementg
consequent on the Provinces’ taking over and managi
their own balances with effect from the date of introdue-
tion of Provincial Autonomy. The principal changes
introduced weme—
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(i) complete separation of the accounts of Provineial
Governments from the accounts of the Central Govern-
ment and the constitution of the accounts of each sute-
nomous Province as an independent unit with separate
cash balance in treasuries and in the Reserve Bank;

(%) a general recasting of the list of major and minor
heads to conform to the new division of functions between
the Ceptrat and Provincial Governments; and

(+%) abandonment of the system of final accounting
of sterling transactions of Indian Governments in
the books of the accounting authorities in England
and the substitution in its place of a system of
sdjustment of those transactions in the Indian books
except those under cerfain debt and remittance heads
which were essentially of a sterling character.

15. Provincial Loans and Borrowings— Prior to the
Reforms of 1921, Provincial Governments had no power
to borrow meney in the open market. The Local Govern-
ments’ Borrowing Rules made under Section 30 (1a)
of the Government of India Act, 1919, conferred on
them the powers to raise loans on the security of the
revenues allotted to them subject to certain condi-
tions and with the sanction (in the case of loans to
be raised in India) of the Governor General in Couneil,
or (in the case of loans to be raised outside India) of
the Secretary of State for India in Council, and the
latter authority could specify the amount of issue and
any or all of the conditions under which the loan should
be raised. Puring the period Ist April, 1921 to 31at
March, 1937 only three Provincial Governments namely,
the Governments of Bombay, United Provinces and
the Punjab raised loans in the open market in exercise
of these powers.

Under Section 163 of the Government of India Act,
1935, the Provincial Governments could borrow upon the
security of their revenues within such limits, if any,
as might from time to time be fixed by an Act of the Pro-
vincial Legislature, and give guarantees within such
limits, if any, as might be so fixed. The Provinges had,
however, to obtain the consent of the Federation for
borrowing outside India and obtain the like consent
for raising any loar, if there was outstanding any part
of a loan made to them by (the Federation or)  the
Governor General in Council, or in respect of which a
guarantee had been given by (the Federation or) the
Governor General in Council. The Provinces, could
when neressary, provide themselves with short-term
loans pending the issue of a regular loan and this could
be done through the Reserve Bank either by Ways and
Means Advances or by a market issue of Treasury Bills.
They could also in exceptional circumstances borrow
from the C(entral Government. The treatment of the
cutstanding debt due to that Government in respect of
advances from the Provincial Loans Fund which had
been wound up as from 1st April, 1937 is explained in
ara 13 (i) abo—
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The provisions of the Government of India Act
referred to above, were allowed to continue under
the India (Provisional Constitution) Order, 1947.

The position as regards borrowings by States roferred
to above continues under the Constitution except
that under  Article 293 bid executive power of a
State has been restricted to borrowings within the
territory of India.

16. Throughout these saccounts a distinetion has
been drawn between items relating tc State Re-
venues and those relating to the areas in which receipts
and payments take place. Thus in the heading of a
column the entries in which are intended, to show the
revenues or expenditure of a State the words
“Government of* have beet inserted while a column
headed by the name of & State alone (¢f. Account Noa,
2, 3,9, 10, etc.) is to be taken as referring to geographi-
cal area except that in the case of Assam, Kerala and
Punjab the transactions pertaining to Manipur and
Tripura, the Laccadive, Minicoy and Amindivi
Islands and Himachal Pradesh respectively are also
included therein.

17. A beginning was made on the scheme of de-
partmentalisation of accounts from the year 1955-56.
Departmental Pay and Accounts Offices werc set up
for the Food, Rehabilitation and Supply Depart-
ments under the respective Ministries of the Government
of India with effect from the 1st April, 1955. The
scheme was extended to Rajya Sabha and Lok Sabha
Secretariats with effect from the 1st October, 1955 and
to the Btationery and Printing Department from the
lat December, 1955,

Departmental Pay and Accounts Offices were also
set up in West Bengal for the Education and the Refugee
Relief and Rehabilitation Departments with effect
from Ist August, 1955 and in Saurashtra for the
Police Department with effect from 1st Qctober, 1956.
The Pay and Accounts Office in Saurashtra was, how-
ever, wound up with effect from 1st November 1956 on
the merger of the State with Bombay and thosein West
Bengal were abolished with effect from 1st November
1957 in the hgnt of the experience gained of their working
and in view of the extra cost and strain on manpower
involved in the scheme.

18. In this compilation, under the heading “India
General ™ are inciuded the receipts and expenditure
pertaiming to the Railways, the Posts and Telegraphs
and the Defence Department, and the transactions
brought to account by the Accountant General. Centrai
Revenues  (including the transactions relating to the
Union Territories adjustable in his books), Director of
Audit, Food, Rehabilitation, Supply, Commerce, Steel
and Mine-, the Pay and Accounts Officers, Ministries
of Works, Housing and Supply, Rehabiiitation ang
Food and Agriculture and Lok Sabha/Rajva Sabba
Secretarist and the Financial Adviser ard Chief
Accounts Officer. Dandakaranya.
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APPENDIX—LIST OF SECTIONS

Part 1-CoxnsoLipaTED FuND—

{I) Revenue
A.—Principal Heads of Revenue,
B.. —Railway Revenue Account,

BB.—Railway Capital Account within the Revenue
Account,

C.—Irrigation Revenue Account.

CC.—Irrigation Capital Account within the Revenue
Account.

D.—Posts and Telegraphs Revenue Account.

DD.- Posts and Telegraphs Capital Account within
the Revenue Account.

E.—Debt Services.
F.—Civil Administration.

FF.—Civil Administration—Capital Account within
the Revenue Account. )

G.—Currency and Mint.

H.—Civil Works, Multipurpose River Schemes and
Miscellaneous Public Improvements.

HH.—Capital Accounts of Civil Works, Multipurpose
River Schemes and Miscellaneous Public Improve-
ments within the Revenue Account,

I.—Electricity Schemes.

11.-—Capital Account of Electricity Schemes within
the Revenue Account,

J.—Miscellaneous.

JJ.—Miscellaneous Capital Account within the
Revenue Account.

K.—Defence Services.

L.—Contributions and Miscellaneous Adjustments
between Central and State Governments,

M.—Extraordinary Items.
(2) Capital—
AA . —Principal Revenue Heads—

Forest and other Capital Accounts outside the
Revenue Account.

BB.—Railway Capital Account outside the Revenue
Acoount.

CC.—Irrigation Capital Account outside the Revenue
Account.

DD.—Posts and Telegraphs Capital Account outside
the Revenue Account.

FF.—Civil Administration—Capital Accounts out-
side the Revenue Account.

GG.—Currency and Mint—Capital Accounts outside
the Revenue Account,

HH.—Capital Accounts of Civil Works, Multipurpose
River Schemes and Miscellaneous Public Improve-
ments outside the Revenue Account.

I1.—Capital Account of Electricity Schemes outside
the Revenue Account.

JJ.—Miscellanecus Capital Account outside
Revenue Account.

KK.—Capital account of Defence Services outside
the Revenue Account.

MM.—Capital Account of Extraordinary

outside the Revenue Account.

the

Items

(3) Debt—

N.—Public Debt,

0.—Loans and Advances by the Central Government.
P—Loans and Advances by State Governments.
Q.—Inter-State Settlements. '

Parr II—Contingency Fuxp

Part IH—PuBLic ACCOUNT-—

R.—Unfunded Debt.

S.—Deposits and Advances,

T.—Remittances.

U.—Transfer of cash between England and India.
V.—Reserve Bank Deposits.

Note—The opening and closing balances are shown under the head ‘Cash Baiance’.



