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the Indian Cost Accounts Service with the Indian Civil Accounts Service.
Our reason for recommending merger is that it would permit of easy deployment
of qualified cost accountants to posts in which their expertise would be
particularly desired and also provide them with career prospects which -would
take them to senior managerial positions in the merged service. We also
recommend that the induction of Chartered/Cost Accountants should not be
at the entry leve! but more apprepriately be at higher levels of the Service
from amongst Chartered/Cost Accountants with experience in the profession,

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

~dian Cest Accounts Service would be developed.
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CHAPTER VII

SUMMARY OF CONCLUSIONS AND
RECOMMENDATIONS

Chapter II - Historical Background

L.

Chapter

4.

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

Department from April, 1976.

Para2.3,2.4, 2.5

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

responsibifity for compiiin

authorizing prvoenig. Th
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ITT - Heview ¢f Departmenialiced Accounting Systemn

1

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

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

management

Fara 3.1

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

in 1976.

Para 3.3
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The Departmentalised Accounts Organisation is now a part and parcel of
the Ministries/Depantments. It is, owever, unfortunate that after 14 years,
the officers and staff of the Organisation feel isolated and that they are
treated as a category distinct from the other personnel of the Ministry.
The Committee would urge that steps be taken to remove this feeling.

Para 3.5(a)@ii)(iv)

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

Para 3.5(b)"

-
&
N

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

decired by the Public Accounts Commitize. Accounts of individual

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

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

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

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

Para 3.5(c)(iii)

The Committee is happy to note that the Departmentalised Accounts
Organisation is fulfilling its primary role of timely and accurate accounts-
keeping.

Para 3.5(c)(v)
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13.

14.

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

income-tax revenues to the Government account,

Para 3.5(d)

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

Para 3.5(e)(i)

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

o]

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

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

: fnman ey} e Ly yid e T E g & £ -~
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Eroadcasting. The Ministry of Finarce should ensure its implementation

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

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

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

Para 3.5(g)(i1)

The Committee notes that Internal audit has concerned itself largely with

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

Para 3.5(h)

Chapter IV - Accounts as a Tool of Management

19.

20.

21.

It is a matter of concem that 14 years after the Departmentalisation of
Accounts, nothing tangible has bezn done to make accounts an effective
tool of management. It was one of the prescribed functions of the CGA to
assist in the introduction of management accountancy. A sorry situation

appears to have prevailed with the CGA waiting to be asked and the
Management not knowing what to ask for.

Para 4.1 t0 4.5

The Advisory Committee set up in 1976 under the Chairmanship of the
Finance Minister devised MIS for three Ministries between 1978 and 1952
which were expected to serve as a model for other Ministries to develap
their own MIS. In effect, not only was there no such development but the
MIS adopted in the three Ministries appears to have fallen into disuse.

Para 4.6, 4.8

The Committee notes that performance budgets have little value as wols
of management and that zero based budgeting has not resulted in any
significant economies. This is probably because these systems.do-not

have the support of accounting data systematically analysed and
presented.

Para4.13
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A X AP

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

i

oo mo

Para 4.14

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

Para 4.18

The modemisation of financial management cannot be achieved without
expert installation and maintenance of new systems and -continuous
modification and refinement until requirements are satisfactorily met. The
Committes notes that initiatives have not succeeded in the past because of
lack of adequate preparation, special training and follow up.

Para 4.17, 4.19

The Committee was surprised to note that over 50% of the officers
currently in the Finance Departments did not belong to any cadre which

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

PR BEPRRE2ORDRIRR S DM

Para 4.19(iii)

£ i 1

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

little change.

Para 4.20

{

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

;
i

RN 00
I £ I

is worthy of study.

Para 4.21 - 4.25
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31.
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Continuous expert centralised prescription and guidance and special
training of all to be involved, including sznior management, is necessary
to bring about major changes in management systems and culture. To
prepare the ground for such initiatives, the Committee believes that its
recommendations should include measures for better utilisation of the
departmental accounts cadres and its effective integration into the
financial management system.

para 4.19, 4.26

Financial Administraton in the Ministries can no longer be treated as a
generalist function. Special emphasis has to be laid on appropriate
intensive experience and training of officers appointed to Finance
Departments so that they can provide leadership in the progressive
modemnisation of Financial Management. (Recommendations on the
organisational structure are at S1. No.51 to 53.)

Para 4.27

The Committee reiterates the recommendation already made by . the
Ministry of Finance (but acted on by only a very few
Ministries/Departments) that the Budget Section should be placed under
the supervision of the Chief Controller/Controller of Accounts. We
recommend further that all posts in this section be held by accounts
personne!l and that the repiacement of existing personnel be effected
within a period of one year.

Para 4.30-4.35

We recommend that the Chief Controller/Controller of Accounis be
redesignated as Financial Controller and that he be entrusted/associated
with the responsibility for

(a) monitoring the progress of schemes/projects and expenditure;

(b) appraisal of functoning -of departmental and grant receiving
bodies;

(c) analysis of financial data received from PSU's;

(d)  release/obtaining approval for release of funds to PSU's/grantee
institutions;



32.

33.
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(e) coordination of the MIS, its installatdon, maintenance, updating;
6] provision of specialist accountancy services;

(g)  coordination of disposal/follow up of queries/reports from Audit
and Parliamentary Committees.

He will, however, continue to function under the supervision of the
Financial Adviserr of the Ministry/Department.

Para 4.41 and 4.43

The Committee endorses and reiterates the recommendation of--the
Advisory Committee that the zonal PAO's be integrated in the CPWD and
the CA/PAO be redesignated as FA&CAQ and Asst. FA&CAOQO
respectively. It is further recommended that such integration. should be
effected mutatis mutandis  in other Directorates General or any similar
crganisations. This would lead to dispensing with the maintenance of

parallel sets of records.

Para 4.50 t0 4.52

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

in the Report.

_Para 4.53

Chapter V - Internal Audit

34.

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

Para 5.1
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36.

37.

38.

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

Para 5.3 t0 5.6

The Yardi Committee had visualised that the Accounts Circles would
form the forward base of Internal Audit teams which would camry out
propriety-cum-efficiency audit and that with the introduction of effective
internal audit, the C&AG could be relieved of the burden of routine
auditing. The internal audit intoduced in 1976 has been restricted to
verifying the accuracy of the accounts and the "regularity” of expenditure
incurred. The Committee could form no clear idea of the quality of
internal audit, but from the figures of staff deployed, it is obvious that the
quantum and periodicity are unacceptably low.

Para 5.8, 5.16, 5.18,5.19

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

Para 5.1%

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

Fara 5.20 and 5.21

The Committee was informed by the C&AG and his officers that it
certainly was the intention to adjust the quantum of statutory audit in the
light of the adequacy of internal audit.

Para 5.22

The Committee recommends that there should be a phased expansion-in
the scope and quantum of internal audit to all areas now coversd by the
C&AG's regularity-cum-propriety audit and in particular local inspections.
The Committee believes that the increase in the staff required for this
purpose would be more than matched, over a period of time, by reduction
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in the staff of the C&AG. The Committee would urge that a time bound
programme of action should be drawn up and that the progress made in
improving the scope and content of internal audit be reviewed-fromr ime
to time.

Para 5.23

Internal audit must "sell” itself to management by indicating the
implications of its findings and proposing remedial action. It is the
function of the Financial Adviser to present audit reports to his colleagues
and-the Secretary. |

Para 5.25

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

Para 526 .and 5.27

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

Para 5.29

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

Para 5.30 to 5.32
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Chapter VI - Training

45,

46.

47.

48.

The Committee notes that Govermment have decided to set up a National
Institute of Financial Management (NIFM) to provide induction and in-
service training to all the Group “A' Accounts Services.

Para 6.1t0 6.4

The new pattern of induction training proposed will produce young
officers appropriately qualified for the tasks that lie ahead. However, the

‘need of the hour is the reorientation and upgrading of skills of in-service

officers. The Committee recommends that the NIFM should organise
special intensive courses so as to cover the whole Group “A' cadre within
the next 3 or 4 years.

Para 6.5

Not much thought seems te have been given to modemnising the training of
the subordinate cadres. We recommend that a Staff Training Institute be
set up at a central-location to provide training to JAO (Civil) Apprentices,
and to conduct refresher and re-orientation courses to in-service PAQO's
and JAO's. In addition, training facilides should be provided in Civil
Accounts Offices at locatons where there are concentrations of accounts
staff to prepare candidates for the JAO (Civil) and Departmental
Confirmatory examinations. The basic training material for the regional
training centres should be prepared by the Central Staff Training Institute
which should also oversee their functioning,

Para 6.6 10 6.8

The Committee notes that many of the ICAS officers who were directly
recruited to the Service after 1976 have had little experience other than in
the secretariat which it considers to be a weakness requiring early remedy.
The Committee accordingly recommends that the Exchange Scheme
between the various Accounts Services may be revived and ICAS Officers
should be seconded to posts in Commercial Audit, Revenue Audit, Audit
of Autoncmous bodies and financial management of departmental
productioh units.

Para 6.9 and 6.11
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49.  The Committee notes that as a matter of policy, deputation is no longer
permissible to Central-Public Sector Undertakings. We, however, feel that -
experience in the Finance and Account Divisions of PSUs would be of
great value. The Committee recommends that officers of the Group “A'
Accounts Services be deputed for a specific tenure to PSU's and that there
should be comsponahlg deputation of PSU officials to Government. The
Committee also recommends that opportunities for widening of
experience should be sought by secondment to non-corporate autonomous
bodies, State Government Undertakings and posts in Union Territories

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

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

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

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

~ the selecticn process should continue to be rigorous, the interests of other
ervices and the availability of ICAS officers would have to be kept in
view; and accordingly, the integration process at the JS and AS(FA) level
posts would have to be carefully thought over and implemented over a
period of dme. The Committee feels that these considerations should also
be taken into account in integrating at the level of Director/Dy. Secretary -
in particular, the need to provide adequate opportunity to other Accounts
Services. The Committee recommends that 2/3rd of the posts upto the
level of Director in the Finance and Budget Divisions be encadred in the
ICAS and the remaining 1/3rd be kept available for suitable officers

belonging to the other Organised Accounts and Group “A' Services
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54.

55.
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Subject to this recommendation, the Committee welcomes the proposal of
the Secretary(Expenditure). Simultaneously, there should be a reduction
in the total number of posts in the Finance and Accounts Departments by a

suitable reallocation of duties.

Para7.5t07.9

The Committee recommends that posts below the level of Under Secretary
in the Finance Division should become part and parcel of the Civil
Accounts Organisation over a period of two years:

Para7.10

The Committee urges that in any Ministry where there are posts of both
Joint Secretary (FA) and CCA, the obvious and economic solution would
be to combine the posts.

Para 7.11

Of the total staff of the Civil Accounts Organisation of about 9,000, about
4,500 are posted outside Delhi. However, of the total cadre of the ICAS
of 147, only 18 posts are sanctioned for operétion outside Delhi. It is
recommended that ICAS posts should be re-distributed so as to provide for
closer supervision outside Delhi of accounts work and internal audit and
for rendering advice to Executive Officers. Wherever any
Ministry/Department  has three or more PAO's at any
location/State/region, an ICAS officer of appropriate status should be
posted to supervise the accounts and audit work. Such a
decentralisation/re-distribution is necessary to enrich their experience and
would be in the direction of better fulfilling the role envisaged for this

Service.
Para7.12t07.14

In consideration of the CGA's existing responsibilities as the Principal
Accounting Authority of the Government of India and the State
Governments and the expanded role visualised for him by this Committee
and to enable him to interact with facility at the highest levels in the
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Ministries/Departments, it is recommended that the post of CGA should
have the pay and status of ex-officio Secretary to the Government.

Para7.16

As on 1.4.1990, only five officers in the ICAS had been promoted from
Group "B’ on regular basis while 58 Pay & Accounts Officers were
officiating in the Senior Time Scale without being actually promoted to
the Service. Not a single officer regularly promoted to the ICAS after
1976 has become eligible for promotion tc the Junior Administrative
Grade of the Service. The Committee recoramends that the recruitment
rules of the ICAS should be amended to provide for (a) 33-1/3% of the
authorised cadre strength of the ICAS to be filled by promoction from
Group 'B', and (b) the officers so promoted to be pléced in the Ssnior
Time Scale of the Service.

Para 7.17 t07.19

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

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

Para 7.20

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

- Para 722 and7.23

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

calibre.

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

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

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

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

Para7.26107.25,
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4. The terms of reference of the Committcc will be as follows: t:

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

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

(iii) to assess the extent to which the departmentalised accounting
organisation is fulfilling its primary role of timely and accurate
accounts keeping and identify shortcomings and suggest remedial
Mmeasures;

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

(v) 10 review the organisational structure and role of the Civil
Accounts Department, including that of Indian Civil Accounts
Service and its effectiveness in discharge of functions relating to
departmentalisation of accounts and recommend measures for
effectively achieving the objectives.

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

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

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

Sd/-

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

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

D.O. letter dated 26.6.1989 from the Chairman

to the Secretaries to the Ministries/Departments

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

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

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

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

Yardi Committee's Recommendatons On
Management Accounting System

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

Scheme of Integrated Financial Advisers.

Typical Scheme of Departmentalisation of

Accounts in the Central Ministries/Departments.

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

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

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

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

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

New Delhi, the 5th April, 1989

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

wvane

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

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

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

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

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

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

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

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

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

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

E-r | l-,l o> 7
ae F‘\ O {:;‘
o *t‘J

P
.FS"
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2. The following advantages were envisaged with the introduction of the new
sysiem:-

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

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

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

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

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

a) the maintenance of accounts under the new system;

b) the coordination and essistance in the introduction of management
accounting system in the Ministries/Departments; and

c) the cadre management of the newly created Indian Civil Accounts
Service and Group B’ officers of the Central Civil Accounts
Service. The Controller General of Accounts has thus besn
supervising the implemnsentation of the new schems.

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

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

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

& objectves.

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

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

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

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

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

Secretary to the Government of India,
Ministry/Department of
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