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Finance Accounts

Session Overview

Under the provisions of Article 149 of the Constitution of India read with Section 11 of the Comptroller and Auditor General’s (Duties, Powers and Conditions of Service) Act, 1971, the Comptroller and Auditor General is required to prepare, for the Central Government, for each State Government and for the Government of each of the Union Territories with separate Legislative Assemblies, Accounts, that is accounts of the expenditure (both voted and charged) of the Government for each financial year.  These accounts represent the accounts of the receipts and outgoings of the Government for the year, together with the financial results disclosed by the Revenue and Capital Accounts, the accounts of the public debt and the liabilities and assets of the Government concerned as worked out from the balances recorded in the Accounts. 

The Government Accounts are like the accounts of a commercial concern, whereby the management of the concern presents to its shareholders or stakeholders a summary of financial transactions for the year and its impact on the concern in the form of Income and Expenditure Account or Profit and Loss Account for the year and the financial position of the concern as on year end date in the Balance Sheet.  Through these statements, the shareholders or stakeholders are in a position to know how well the finances of the concern have been managed during the year and what are the assets and liabilities of the concern at the end of the year.  

Government Accounts also perform a similar function.  Annual Accounts are prepared and presented to the Parliament/State Legislature.  Through these Accounts the people’s representatives are in a position to know how well the finances of the State have been managed by the Government during the preceding year, what are the assets and liabilities of the State at the end of the year and how the mandate of the legislature in the form of voted grants have been followed.

During this session we will discuss:

1. Objective and concepts underlying financial statements;

2. Financial Statements of Government or Finance Accounts of Government.

Learning objectives

By the end of the session, the learner will be able to define the objective and concept of financial statements and Finance Accounts of Government. The learner will also be able to state scope, form and arrangement of material for Finance Accounts and general checks to be exercised while compiling Finance Accounts.

Objective and concept underlying Financial Statements

The objective of financial statements is to provide useful information to the users.  Users rely almost exclusively on the information provided in the financial statements and consequently such a statement must be, as meaningful as possible, in order to meet their needs.  While financial transactions alone are incorporated in financial statements, it is possible to translate any activity into financial terms and prepare statements, for information of users, expressing the activity in financial values.  For example human resource is a major asset with any organization like the Indian Audit and Accounts Department. With a large pool of skilled manpower, it is possible to express the value of this asset (human resource) in money terms in a statement, which is also a financial statement.  Any increment in the value of the human resource, both through evolving experience or through acquisitions of new knowledge or skill or through trainings can be given a financial value and depicted in the statement. 

Financial value for any activity is the most appropriate and easily understood measure for expressing any activity.  Ease in application and comparability across various components of an activity and between different and diverse activities makes the financial value an appropriate measure for comparison and control.  The financial values depicted in a usable manner in a statement constitute a financial statement.  

Financial Statements for a commercial activity comprise a Balance Sheet and a Profit and Loss Account (or an Income and Expenditure Account).  The balance sheet gives the financial position of the concern on the balance sheet date through the value of assets held by the concern and liabilities of the concern on that date.  The profit and loss account (or the income and expenditure account) gives the results of the operations of the concern during the given period in the form of income earned and expenditure incurred to earn that income.  The balancing figure between the income and expenditure in the profit and loss account (or in the income and expenditure account) will indicate the loss or profit made by the concern during that period depending on whether expenditure exceeds or is less than the income earned during that period.

The Financial Statements of the Government, prepared at the end of the year, called the Finance Accounts, is a summarized account of transactions of the Government during the year along with other financial information about the debts of the Government, amounts recoverable from other and positions of moneys available in Public Account. 

Finance Accounts

Introduction

Under Article 151 of the Constitution of India, the reports of the Comptroller and Auditor General of India relating to the accounts of the Union (and also of the States) shall be submitted to the President (Governor in case of the State), who shall cause them to be laid before each house of Parliament (Legislature in the case of State). 

Under Section 11 of the CAG’s (DPC) Act, 1971, the Comptroller and Auditor General of India shall from the accounts compiled by him or by the Government or by any other person in that behalf, prepare annual accounts (including in case of accounts compiled by him, Appropriation Accounts) showing under the respective heads the annual receipts and disbursements for the purpose of the Union, of each State and of each Union Territory having a Legislative Assembly and shall submit those accounts to the President or Governor of a State or Administrator of a Union Territory, as the case may be, on or before such dates as he may, with the concurrence of the Government concerned, decide. 

The Annual Accounts, referred to in the CAG’s (DPC) Act, 1971 are called Finance Accounts.  The format of Finance Accounts has been prescribed by the President on the advise of the Comptroller and Auditor General of India under Article 150 of the Constitution, which prescribes ‘accounts of the Union and of the States shall be kept in such form as the President may, on the advise of the Comptroller and Auditor General of India, prescribe.

For the purpose of this session we will discuss the format and contents of the Finance Accounts of Government of Jammu and Kashmir.

Content and source material

The Finance Accounts of the Government comprise the accounts of that Government as a whole, like in the case of Union Government the Finance Accounts include the transactions of the Central (Civil) Ministries, Defence Services, Posts and Telecommunications Department and the Railways.  The Finance Accounts represent the receipts and disbursements of the Government for the whole year together with other useful information like financial results disclosed by different accounts.  Data, normally not disclosed by or directly available from transactions, like accounts of Public Debt, liabilities and assets as worked out from the balances recorded in the accounts are also included in the Finance Accounts.  The Accounts present the classified and consolidated accounts of all transactions under the Consolidated Fund, under the Contingency Fund and under the Public Account.  Since the Accounts are prepared and presented by the Comptroller and Auditor General of India, these are an Auditor’s presentation of the general accounts of Government to the Parliament (in the case of Union Government) and to the State Legislature (in the case of State Government) and serve as the Financial Statements of the Government.  The Comptroller and Auditor General of India certifies the Finance Accounts, so that the legislature and other users of the information contained in them are assured of the accuracy of figures and data included in them.  

The format of the certificate is as under (as per Finance Accounts of Jammu and Kashmir Government):

Certificate of the Comptroller and Auditor General of India

This compilation containing the Finance Accounts of the Government of Uttar Pradesh for the year ending 31st March 2014 presents the financial position along with accounts of the receipts and disbursements of the Government for the year. These accounts are presented in two volumes, Volume-I contain the consolidated position of the state of finances and Volume-II depicts the accounts in detail. The Appropriation Accounts of the Government for the year for Grants and Charged Appropriations are presented in a separate compilation.

The Finance Accounts have been prepared under my supervision in accordance with the requirements of the Comptroller and Auditor General’s (Duties, Powers and Conditions of Service) Act, 1971 read with the provisions of the Uttar Pradesh Reorganization Act, 2000 and have been compiled from the vouchers, challans and initial and subsidiary accounts rendered by the treasuries, offices and departments responsible for the keeping of such accounts functioning under the control of the Government of Uttar Pradesh and the statements received from the Reserve Bank of India. Statements (No. 9 and 14), explanatory notes to Statements (No. 11, 12 and 13) and appendices (ix and x) in this compilation have been prepared directly from the information received from the Government of Uttar Pradesh/ Corporations/ Companies/ Societies who are responsible to ensure the correctness of such information.

The treasuries, offices and departments functioning under the control of the Government of Uttar Pradesh are primarily responsible for preparation and correctness of the initial and subsidiary accounts as well as ensuring the regularity of transactions in accordance with the applicable laws, standards, rules and regulations relating to such accounts and transactions. I am responsible for preparation and submission of Annual Accounts to the State Legislature. My responsibility for the preparation of accounts is discharged through the office of the Accountant General (A&E). The audit of these accounts is independently conducted through the office of the Principal Accountant General (General & Social Sector Audit) in accordance with the requirements of Articles 149 and 151 of the Constitution of India and the Comptroller and Auditor General’s (Duties, Powers and Conditions of Service) Act, 1971, for expressing an opinion on these Accounts based on the results of such audit. These offices are independent organizations with distinct cadres, separate reporting lines and management structure.

The audit was conducted in accordance with the Auditing Standards generally accepted in India. These Standards require that we plan and perform the audit to obtain reasonable assurance that the accounts are free from material misstatement. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements.
On the basis of the information and explanations that my officers required and have obtained, and according to the best of my information as a result of test audit of the accounts and on consideration of explanations given, I certify that, to the best of my knowledge and belief, the Finance Accounts read with the explanatory ‘Notes to Accounts’ give a true and fair view of the financial position, and the receipts and disbursements of the Government of Uttar Pradesh for the year 2013-2014.

Points of interest arising from study of these accounts as well as test audit conducted during the year or earlier years are contained in my Reports on the Government of Uttar Pradesh being presented separately for the year ended 31st March 2014.

 Source Material

The basic material for the preparation of the Finance Accounts is the Consolidated Abstracts and the Detail Book.  For the Finance Accounts of the Union Government, the source material is the Statement of Central Transactions, prepared by each of the heads of Accounting Circles at the end of the financial year.  This represents the progressive effect of all transactions during the year, including adjustments, both correcting entries and adjusting entries carried out in March (Final) and in March (Supplementary) accounts and exhibits distinctly charged expenditure, voted expenditure, plan expenditure and non-plan expenditure, under all prescribed heads   

In addition material for different statements of the Finance Accounts, as discussed in succeeding paragraphs, is sourced from different wings of the office of the Accountant General and also from different offices of the State Government.

Form and Content

Finance Accounts are presented in two volumes: 

Volume I contains the Certificate of the Comptroller and Auditor General of India, the Guide to the Finance Accounts, four statements which give summarised information on the financial position and transactions of the State Government for the current financial year, Notes to Accounts and an appendix to the Notes to accounts. Details of the four statements in Volume I are given below:
1. Statement of Financial Position: This statement depicts the cumulative figures of assets and liabilities of the State Government, as they stand at the end of the year, and as compared to the position at the end of the previous year. 

2. Statement of Receipts and Disbursements: This statement depicts all receipts and disbursements of the State Government during the year in all the three parts in which Government accounts are kept, viz., the Consolidated Fund, Contingency Fund and Public Account. In addition, it contains an annexure, showing alternative depiction of Cash Balances (including investments) of the Government. The Annexure also depicts the Ways and Means position of the Government in detail.
Impact of various Accounting Decisions:
i. Misclassifications in Revenue and Capital Accounts: As per the Government Accounting Rules, expenditure on Grants-in-aid cannot be classified as Capital Expenditure and should not be debited to Capital heads. However, the State Government provided in the budget and booked ` 4.58 crore as ‘Grants in aid for Creation of Assets’ under 4047-Other Fiscal Services and 4058-Printing and Stationery Heads, during the current year from Capital heads, thereby overstating the Revenue Surplus by this amount. Further, under the Government Accounting Rules, expenditure on ‘Major Works’ is to be booked to the Capital section and expenditure on ‘Minor Works’ is to be booked to the Revenue section. However, the State Government provided and booked Minor construction works (Head) amounting to ` 55.30 crore under various Capital Heads, thereby overstating the Revenue Surplus by this amount. Also, ` 7.71 crore towards Major construction works was provided and booked under the Revenue section, thereby understating the Revenue Surplus to this extent. 
ii. State Disaster Response Fund:  Government of India replaced the existing Calamity Relief Fund (under Major Head 8235-General and Other Reserve Funds-111- Calamity Relief Fund) with the State Disaster Response Fund (SDRF) which is to be operated under ‘(a) Reserve Fund bearing Interest’ against Major Head-8121-General and Other Reserve Funds-122-State Disaster Response Fund. The State Government, however, continues to operate the SDRF under Major Head 
8235-111–SDRF, which is a non-interest bearing fund. During the year, the Central Government contributed ` 334.60 crore and the State Government transferred ` 446.13 crore to the 
Fund (Central: State=75:25). At the beginning of 2013-14, the SDRF had a balance of   ` 332.24 crore. In terms of the guidelines of SDRF, interest on uninvested balance is to be calculated at the average of Ways and Means interest rate. As the interest (at the rate of 7.5 per cent, which is the average of interest on Ways and Means Advances for 2013-14) has not been paid by the State Government, the Revenue Surplus has been overstated by ` 24.92 crore for the year 2013-14. The fact of non-investment and the fact that the Fund continues to be non-interest bearing, has impacted the corpus. Further, since all transactions in the Fund are based on book adjustments, the Fund does not represent actual cash balance.

3. Statement of Loans and Advances given by the Government:  This statement depicts all loans and advances given by the State Government to various categories of loanees like Statutory Corporations, Government Companies, Autonomous and Other Bodies/ Authorities and recipient individuals (including Government servants). This statement corresponds to the detailed statement 16 in Part II 
4. Statement of investments of the Government: This statement depicts all the investment made by the Government in public section undertakings. Detailed position of investments are depicted in statement no 19.
5. Statement of Guarantees given by the Government: This statement summarises the guarantees given by the State Government on repayment of principal and interest on loans raised by Statutory Corporations, Government Companies, Local Bodies and Other institutions. 
6. Statement of Grants in Aid given by the Government: This statement depicts all Grants in Aid given by the State Government to various categories of grantees like Statutory Corporations, Government Companies, Autonomous and Other Bodies/ Authorities and individuals. Appendix IV provides details of the recipient institutions. 
7. Statement of Receipts (Consolidated Fund): This statement comprises revenue and capital receipts (including disinvestments, borrowings and recoveries of loans and advances). This statement corresponds to detailed statements 11, 15 and 16 in Volume II of the Finance Accounts.

8. Statement of Expenditure (Consolidated Fund): In departure from the general depiction of the Finance Accounts up to the Minor Head level, this statement gives details of expenditure by nature of activity (objects of expenditure) also. This statement corresponds to detailed statement 12, 13 and 16 in Volume II.

Volume II of the Finance Accounts contains three parts- six summary statements in Part I, nine detailed statement in Part II and thirteen Appendices in Part III. 

 Volume I
9. Statement of Progressive Capital Expenditure. This statement corresponds to the detailed statement 13 in Part II.
10.  Statement of Borrowings and Other Liabilities: Borrowings of the Government comprise market loans raised by it (Internal Debt) and Loans and Advances received from the Government of India. ‘Other Liabilities’ comprise ‘Small Savings, Provident Funds etc.’, ‘Reserve Funds’ and ‘Deposits’. The statement also contains a note on service of debt, and corresponds to the detailed Statement 15 in Part II.
11. Statement of Voted and Charged Expenditure: This statement assists in the agreement of the net figures appearing in the Finance Accounts with the gross figures appearing in the Appropriation Accounts.
12. Statement on Sources and Application of Funds for Expenditure other than on Revenue Account: This statement is based on the principle that revenue expenditure is expected to be defrayed from revenue receipts, while capital expenditure of the year is met from revenue surplus, net credit balances in the public account, cash balance at the beginning of the year, and borrowings.
13.  Statement of summary of balances under Consolidated Fund, Contingency Fund and Public Fund: This statement represents proving of summary of balances under Public Debt, Loans and Advances, Small Savings and Provident Fund, Reserve Funds, Deposits and Advances, Suspense and Remittances including closing cash balance at the end of the year.
Volume II Part I
14.  Detailed Statement of Revenue and Capital Receipts by Minor Heads: This statement corresponds to the summary statement 3 in Volume I of the Finance Accounts.

15.  Detailed Statement of Revenue Expenditure by Minor Heads:  This statement, which corresponds to the summary statement 4 in Volume I, depicts the revenue expenditure of the State Government under Plan (State Plan, Centrally Sponsored Schemes and Central Plan Schemes) and Non Plan. Charged and Voted expenditure are exhibited distinctly.

16.  Detailed Statement of Capital Expenditure by Minor Heads and Subheads:  This statement, which corresponds to the summary statement 5 in Part-I of this volume, depicts the capital expenditure (during the year and cumulatively) of the State Government under Plan (State Plan, Centrally Sponsored Schemes and Central Plan Schemes) and Non Plan. Charged and Voted expenditure are exhibited distinctly. In addition to representing details of capital expenditure at Minor Head level, in respect of significant schemes, this statement depicts details at Subhead levels also. 
17. Detailed Statement of Borrowings and Other Liabilities: This statement, which corresponds to the summary statement 6 in Part I of this volume, contains details of all loans raised by the State Government (market loans, bonds, loans from the Central Government, loans from Financial Institutions, Special Securities issued to National Small Savings Fund, etc.), and Ways and Means advances extended by the Reserve Bank of India. This statement presents the information on loans under three categories: (a) details of individual loans; (b) maturity profile, i.e., amounts payable in respect of each category of loans in different years; and (c) interest rate profile of outstanding loans.
18. Detailed Statement of Loans and Advances given by the Government: This statement corresponds to the summary statement 7 in Part I of this volume.
19.  Detailed Statement of Investments of the Government: This statement depicts investments of   the State Government in the equity capital of Statutory Corporations, Government Companies, other Joint Stock Companies, Cooperative institutions and Local Bodies.
20.  Detailed Statement of Guarantees:  This statement includes institution wise guarantees given by the State Government on repayment of principal and interest on loans raised by Statutory Corporations, Government Companies, Local Bodies and Other institutions.

21.  Detailed Statement on Contingency Fund and Other Public Account transactions: This statement depicts at Minor Head level the details of un-recouped amounts under Contingency Fund, consolidated position of Public Accounts transactions during the year, and outstanding balances at the end of the year.

22.  Detailed Statement on Investment of Earmarked Balances: This statement depicts details of investments from the Reserve Funds and Deposits (Public Account). 
Part III of Volume II

Part III contains thirteen appendices on various items including salaries, subsidies, grants-in-aid, externally aided projects, scheme wise expenditure in respect of major Central schemes and State Plan schemes, etc. These details are present in the accounts at Sub head level or below (i.e. below Minor Head levels) and so are not generally depicted in the Finance accounts. A detailed list of appendices appears at the ‘Index’ in Volume I or II. The statements read with the appendices give a complete picture of the state of finances of the State Government.

C. Ready Reckoner
The section below links the summary statements appearing in Volume I with the detailed statements and appendices in Volume II. (Appendices which do not have a direct link with the Summary Statements are not shown below). 

Table of Guide to Finance Accounts 2014-15
	Parameter
	Summary Statements
 (Volume I)
	Detailed Statements
 (Volume II Part I)


	Appendices
(Volume II Part II)

	Revenue Receipts (including Grants received)
	2, 3
	14
	-

	Revenue Expenditure
	2, 4
	15
	I

(Salary),

II (Subsidy)

	Grants-in-Aid given by the Government
	2, 10
	
	III

	Capital receipts
	2, 3
	14
	-

	Capital expenditure
	1, 2, 4, 5, 12
	 16, 18
	-

	Loans and Advances given by the Government
	1, 2, 7
	18
	-

	Debt Position/Borrowings
	1, 2, 6 
	 17
	-

	Investments of the Government in Companies, Corporations etc
	8
	19
	-


	Cash 
	1, 2, 13
	21, 22
	-

	Balances in Public Account and investments thereof
	1, 2
	22
	-

	Guarantees
	9
	20
	-

	Schemes
	
	
	V (Externally Aided Projects), VI, VII


D.  Periodical adjustments and Book adjustments:
Certain transactions that appear in the accounts do not involve actual movement of cash at the time of booking. Some of these transactions take place at the level of the account rendering units (e.g. treasuries, divisions etc.) themselves. For instance, transactions involving adjustment of all deductions (GPF, recoveries of advances given etc.) from salaries are recorded by debiting functional major heads (pertaining to the concerned department) by book adjustment to revenue/loans/public account receipts. Similarly ‘nil’ bills where moneys transferred between the Consolidated Fund and Public Account represent non-cash transactions occurring at the level of the accounts rendering units.
In addition of the above the Principal Accountant General/Accountant General (A&E) carries out periodical adjustments and book adjustments of the following nature in the accounts of the State Government, details of which appear in Appendix I(A) (Volume I) and footnotes to the relevant statements. 

Examples of periodical adjustments and book adjustments are given below:

(1) Creation of funds/ adjustment of contribution to Funds in Public Account by debit to Consolidated Fund e.g., State Disaster Response Fund, Reserve Funds, Sinking Fund, etc.

(2) Crediting of deposit heads of accounts in Public Account by debit to Consolidated Fund.

(3) Annual adjustment of interest on General Provident Fund GPF and State Government Group Insurance Scheme where interest on GPF is adjusted by debiting Major Head 2049-Interest and crediting Major Head 8009-General Provident Fund.
(4) Adjustment of Debt waiver under the scheme of Government of India based on the recommendations of the Central Finance Commissions. These adjustments (where Central loans are written off by crediting Major Head 0075-Misc. General Services by contra entry in the Major Head 6004-Loans and Advances from the Central Government) impact both Revenue Receipts and Public Debt heads.
Responsibility for Preparation

.

The draft Finance Accounts are prepared by the Accountant General (A&E) and after check by ITA wing are sent to Accountant General (Audit), where an independent check is exercised on these Accounts with reference to initial records and the accounts will be finally cleared for printing. The Accountant General (Audit) in addition to exercising the usual checks on these Accounts will also exercise the checks mentioned in (General checks to be exercised while compiling Appropriation/Finance Accounts) this courseware on behalf of the Comptroller and Auditor General of India. The Accountant General A&E/Audit while furnishing the certificate prescribed in (Forwarding of printed copies of Appropriation/Finance Accounts to the Comptroller and Auditor General) will specifically mention this fact in the certificates.

A suitable modus operandi should be evolved by mutual consultation between Accountant General (A&E) and Accountant General (Audit) to ensure that the work of scrutinizing the accounts by the latter goes on smoothly and is completed within the time frame. It is also essential that the Accountant General (A&E) and Accountant General (Audit) should co-ordinate the work of preparation of the annual accounts and the Audit Report and checking of the accounts by Accountant General (Audit) in such manner that the printed copies of all the three documents (Comptroller and Auditor General’s Report, Finance Accounts and Appropriation Accounts) are forwarded simultaneously to the Comptroller and Auditor General for countersignature/signature. This is necessary as all the three documents are to be submitted to the State Legislature (through Governor) simultaneously. The full responsibility for finally submitting both the draft accounts and printed copies of the Accounts rest with the Accountant General (A&E). The responsibility for translation of the Accounts into Hindi will also be that of the Accountant General (A&E).

Time schedule for preparation and submission of Accounts

The following time schedule for the preparation of these accounts by the concerned Accountants General (A&E) and the completion of their checks by the respective Accountants General (Audit) for the year 2014-15 are prescribed: -

	Sl No.
	Stage
	Finance Accounts

	1. 
	Flow of Statements/Grants from A&E to Audit (#)
	15 July-7 August

	2. 
	Return by Audit
	29 July-17 August

	3. 
	Vetting of ‘Notes to Accounts’ by GA Wing
	7 August-21 August

	4. 
	Attending to Audit observations
	17 August-21 August

	5. 
	Return of vetted ‘Notes to Accounts’ by Audit
	17 August-31 August

	6. 
	Draft certification by AG (Audit)
	01 September-07 September

	7. 
	Vetting of Audit Certificate by Report State Wing- Approval of Headquarters (with modification/correction etc) (*)
	04 September-10 September

	8. 
	Modify accounts based on RS Wing observations and making available ‘print ready’ version (in pdf format) to Audit ($)
	10 September-15 September

	9. 
	Signing of Audit certificate by the CAG of India (**)
	21 September-30 September


(#) Immediately on completion of preparation of Statements/Appendices and Grants, draft version (as furnished to Audit) is to be made available to the Finance Dept, at least 10 days prior to the day, fixed for the Exit Conference.

(*) A spiral bound ‘bond copy’ version is to be prepared by AG (A&E) and accompany with the draft audit certificate sent to the concerned Reports States Wing.

($) No correction is permissible consequent to the preparation of the ‘Print Ready’ Version. Major alterations, therefore are, if required to be carried out only with the concurrence of GA Wing and Audit Wing of the respective offices.

(**) Signatory copies of printed accounts should reach Headquarters by September 25, 2014 positively.
Note: The Comptroller and Auditor General of India fix the above dates each year.

Correction of Errors
Utmost care shall be taken in reading the proofs at the various stages so that only the mistakes as a result of printers devil, which, sometimes becomes unavoidable are left for inclusion in the errata. Any error noticed in the printed copies should be neatly corrected in manuscript in the copies sent to the Comptroller and Auditor General. Where the number of errors is such as will require the printing of errata, the errata should be printed after an intimation of the documents having been signed by the Comptroller and Auditor General of India is received. This will enable the Accountant General (A&E) to incorporate in the errata any errors, which may be pointed out by the Comptroller and Auditor General of India.

No correction slip should be issued after the Accounts and Reports have been forwarded to Government. If a serious error or misprint comes to notice after the documents have been forwarded to Government, it should be immediately brought to the notice of the Comptroller and Auditor General with an explanation of the circumstances in which the mistake could not be noticed and rectified earlier. If it is decided to issue a correction, the correction slip will be issued in the name of the Accountant General who is responsible for the preparation of the Accounts, but it should not bear any date. The Accountant General should ensure that any such correction slip issued is pasted in the copies signed by the Comptroller and Auditor General which are to be laid on the table of the legislature.

No correction slips can be issued after the documents are laid before the legislature; if any errors are noticed they should be reported to the Comptroller and Auditor General with an explanation for the delay in noticing them.

Confidential Accounts

Since Appropriation Accounts and Finance Accounts are to be presented to the State Legislature along with the Audit Report, they cannot become ‘Public’ until they have been laid on the table of the House. It is, therefore, necessary to guard against the disclosure to the public and press till their presentation to the Legislature. 

Check of Draft Finance Accounts

The Draft Finance Accounts should be got checked by the Internal Audit Wing before submission to AG (Audit) for check. These suggested checks are the very minimum, which could, if considered necessary, be supplemented by detailed checks.

No discrepancy in Finance Account and Appropriation Account figures

It is of utmost important that there should be no discrepancy in any respect between the figures incorporated in the Finance Accounts and those incorporated in the Appropriation Accounts and the Audit Report.

General Check to be exercised while preparing Finance Accounts 

1. The nomenclature of the Head of Account should conform to the classification given in the list of Major and Minor Heads of Accounts.

2. No unauthorized head of account should be exhibited in the Accounts.

3. Reconciliation of figures in the draft Finance Accounts and the draft Appropriation Accounts should be carefully done.

4. Per contra adjustments wherever carried out should be linked at different places.

a. Figures exhibited in the summarized statements e.g. No. 1,2,3,4,5,7 and 9 must tally with those taken in Chapter I of the Audit Report.

5. Minus balances wherever occurring in the Finance Accounts should be analyzed and corrected, otherwise suitably explained by means of a footnote and should be investigated for reconciliation/rectification as they may throw up misclassification of transactions in Accounts.

6. Opening balances in the Finance Accounts should invariably agree with the closing balances of the previous years' accounts and any difference should be suitably explained by means of a footnote.

7. Updated position in respect of difference in the accounts figures of Deposits with the Reserve bank and those intimated by the R.B.I should be exhibited in footnote below Statement Nos 1,7 and 16 as also in Chapter I of the Audit Report, and these should be the same at all these places.

8. The totals and calculations of percentages in statements should be checked and correctness ensured.

9. Advances from the contingency Fund and their subsequent recoupment should be carefully watched so as to ensure that they are properly accounted and that there is no omission.

10. It has to be ensured that all statements forming part of the Finance Accounts are attached and that there is no omission in this regard.

11. Differences between Accounts figures and Reserve Bank of India Deposit figures should be reconciled. It should be ensured that payments made by Reserve Bank of India through daily scrolls are properly accounted for by Treasuries and that there is no omission requiring rectification.

12. Discrepancies between Statements 13 and 14 should be checked and corrected.

Checks by ITA 

Checks that may be exercised by ITA during the scrutiny of the draft Finance Accounts.

(i) The working sheets received from different sections for preparation of draft Finance Accounts in Book/ Finance Accounts Section and Journal entries etc., as well as Ledger in Book Section from the entries of which the bulk of the statement for Finance Accounts are compiled should be checked to inter alia ensure that: -

(a) No unauthorized heads of accounts have been opened.

(b) There are no anomalies and obvious mistakes of classification do not exist;

(c) Wide variation between revised Estimates and actuals have been properly examined to ensure that no serious misclassifications have occurred;

(d) Per contra adjustments on account of transactions affecting different Accounts Offices or appearing in the books of two different branches or sections of one and the same Accountant General have been correctly carried out in the books of both the branches/sections.

(e) There are no abnormal transactions of receipts/disbursements requiring investigation, rectification or insertion of suitable footnotes.

(ii) Reconciliation of figures between the draft Finance Accounts and the draft Appropriation Accounts should be effected completely for all the heads of accounts.

(iii) Broad check over 'adverse' balances under several Debt/Deposit/ Remittance heads should be carried out with a view to ensure that a true and correct explanation is given for the existence of the adverse balances at the stage of finalizing the draft Finance Accounts of a particular year.

(iv) It should be seen that the codal provisions in Article 11 of the Account Code for Accountants General about transfer of entire balance under "8782, Cash Remittances etc.-Cash Remittances between Treasuries and Currency Chests" to "8999 Cash Balance-Remittances in Transit", have been observed, leaving no balance under the former head. If balances are shown under both these heads in Statement No. 16, investigation should be done to ensure necessary corrections and observance of prescribed procedure.

(v) Similarly, no balance should appear in statement No. 16 against the head "8675-Reserve Bank deposits", the entire account balance being shown against "8999-Cash Balance-Deposits with reserve Bank".

(vi) In respect of the major head "8680-Miscellaneous Government Accounts", there is a minor head "Writes-off from heads of account closing to balance". The figures appearing against this head in Statement No. 16 (current debits/credits), should be verified with reference to the sanctions issued by CAG or by the AG in certain cases.
Concept of inclusion of NTA in Finance Accounts: - In this connection a letter from the Headquarters office was issued in 2009-10 from when the NTA has been introduced. In order to made accounts more transparent, NTA has been introduced in the FA which includes the accounting information which are not obtained from the FA such as, information regarding outstanding AC Bill, GIA waiting UCs, no. of PD Accounts operated and status of reconciliation of Receipts/Expenditures and PD Accounts etc. Some financial rules/accounting rules etc which are not followed by the Government or followed partially, the impact of the same are also disclosed in the NTA. Apart from above, periodical/annual adjustments carried out in the accounts are also the part of the NTA.


As per FRBM Act (Fiscal Responsbility and Budget Management), all the State Governments are required to maintain their Revenue Deficit to ‘Zero’ and Fiscal Deficit upto 3 percent of the GDP of the State. In order to maintain the above norms/parameters, State Governments are used to take some misclassification in Revenue/Capital or deviate from the correct accounting process. For example-

· All the Major Work should be accounted for under capital expenditure whereas all minor work, under revenue.

· All the funds kept under interest bearing funds in public account, if not invested by the Government for earning interest but utilised by the Govt by keeping those with their RBD, the Govt is required to account for the amount of interest at the rate of average interest to be paid for W&M Advance by the Govt, to the fund by way of debiting to 2049 interest and crediting to the fund. If required accounting process has not been carried out by the Govt, the effect of the same in calculating Revenue surplus of the Govt should be disclosed in the NTA.
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