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INTRODUCTION

I.

The Technical Committee of the National Defence Expenditure Commission set up by the

Conference for the Reduction and Limitation of Armaments considered that it would be valuable
to append to the text of its report a Summary in which the reader would find an account of the
characteristic features of the budgetary system in force in each of the countries whose documents
have been examined by the Committee, together with the most important facts relating to
the national defence expenditure of these States.

This Summary forms Volume II of the Technical Committee's Report.

2. COMPILATION OF THE SUMMARY OF INFORMATION.

As has already been stated in paragraph 6 of the Introduction to the Technical Committee's
Report (Volume I, pages 5 to 6), which includes a description of the procedure adopted by the
Committee for the examination of the documents submitted by the various States, a summary
of budgetary information relating to national defence expenditure and also to the methods em-
ployed in filling up the Model Statement was drawn up by a sub-committee of rapporteurs in
respect of each of the States examined. These summaries were based upon the written information
communicated by the delegations concerned, together with the oral explanations which their
representatives were good enough to give before the Committee itself.

A drafting sub-committee was entrusted with the task of revising the various summaries,
with a view to ensuring the necessary uniformity of presentation.

To facilitate reference, an effort has been made to present the various particulars in a form
and according to a plan as nearly identical as possible in the case of all countries, to each of which
a separate section has been devoted. At the same time, it was essential that this process of com-
pilation and classification should not lead to the slightest distortion of either the meaning or
implications of the material supplied by the delegations. The Committee has more especially
refrained from comment and the enunciation of conclusions in matters of principle; instead, it
has confined itself as strictly as possible to the facts and figures obtained from the documentation

submitted for its examination.

The text of this Summary of Information is published under the responsibility of the Technical
Committee; all the particulars which it contains have been approved by the representatives of the
delegations concerned.

3. SUBDIVISIONS OF THE SUMMARY.

The sections of the Summary dealing with the respective countries are divided into five
parts, which in turn are subdivided as follows:

A. Budgetary System.

i. Preparation of the draft budget.
2. Discussion and voting of the budget.
3. Publication of the draft budget, budget and accounts.
4. Conditions governing the expenditure of credits.
5. Division of expenditure in budget and accounts.
6. Unity of the budget.
7. Supervision during the execution of the budget.
8. Final audit.

Under this heading will be found the fullest possible information regarding the
budgetary system in force in each country. It has been compiled in the light of
the Governments' replies to the questionnaire specially drawn up by the Technical
Committee (document Conf.D./C.D./C.T.6), supplemented by written and verbal
particulars furnished by the delegations in the course of the Committee's enquiries.
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B. Identification of National Defence Expenditure.

i. Budgetary year.
2. Budgets and accounts.
3. The Model Statement.
4. Execution of the budget.
5. The accounts.
6. Audit and publication of the accounts.

C. Expenditure included in the Model Statement.

i. General remarks.
2. Military Departments.
3. Civil Departments.
4. Special questions.

D. Distribution of National Defence Expenditure among the Tables, Heads and Sub-heads of the
Model Statement.

i. Separation of expenditure on the three forces.
2. Coast defence.
3. Optional columns.
4. Division of expenditure between the sub-heads of the Model Statement.
5. Head IV-Separation from other heads.
6. Head IV-Division between sub-heads.
7. Special questions.

E. Tables annexed to the Model Statement.

Tables A to F.

4. ANNEXES TO THE SUMMARY.

List of Documents.'

To each of the sections devoted to the respective countries has been appended a list of the
documents supplied by the delegations of the countries concerned. This list includes the documents
containing the Technical Committee's observations, the Governments' replies to such observations,
and the Minutes of the meetings at which the Committee examined the documentation in the
presence of the representatives of the various States.

Recapitulatory Tables of the Model Statements.

In order to assist readers of the Summary of Information, which makes frequent references
to the Model Statements, tables have been included at the end of the present volume showing in
a summarised form the figures entered in the last column of the Model Statements as presented
by the various States. But these tables do not include figures furnished by the States in the
Tables annexed to the Model Statement.

1 Note. - These documents have not all been reproduced by the Secretariat of the Conference. The whole of the
documentation used by the Technical Committee was deposited in Room M in the Committee Building for consultation
by the delegations taking part in the Conference.
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GERMANY.

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The budget is prepared by the Departments. The Minister of Finance centralises all the
estimates of expenditure of the various Ministries. He may, in principle, reduce those estimates.
If there is any disagreement between the Minister concerned and the Minister of Finance upon a
specially important question, the draft budget is drawn up by the Council of Ministers. If,
however, the Council of Ministers approves the expenditure contrary to the advice of the Minister
of Finance, the latter may maintain his objection and require a second vote to be taken. The
expenditure can then only be approved by a majority vote of all the Ministers and provided that the
Chancellor of the Reich has voted with the majority.

2. Discussion and voting of the Budget.

(a) The draft budget, drawn up as explained in paragraph i, is first submitted to the
Reichsrat. If this Assembly's resolutions differ from the Government's draft budget, the latter
can either insert the resolution of the Reichsrat in its draft or submit its own proposal to the
Reichstag, stating to what extent it differs from the resolutions of the Reichsrat.

The Reichstag cannot increase the total expenditure inserted in the draft budget,
or insert new expenditure without the approval of the Reichsrat. The Reichstag may, however,
increase the total expenditure or insert new expenditure without the approval of the Reichsrat by a
second vote with a two-thirds majority. In practice, any increase decided upon in this manner
must be covered by new funds.

Both in the Reichsrat and in the Reichstag, the draft budget is examined by com-
missions (Haushalt-Ausschuss). The discussions of the commissions are not public. Those of the
Reichstag Commission are incorporated in reports which are printed but not published.

The budget is debated in public at plenary sessions of both the Reichsrat and the Reichstag.
The debates of the plenary meetings are recorded in a report. The verbatim report of the Reichstag
debates is published.

(b) National defence expenditure is voted, each year.
(c) Expenditure is, in principle, authorised by law.
In very exceptional circumstances, however, the President of the Republic may introduce

a provisional budget by decree (Article 48 of the Constitution).
During the execution of the budget, unforeseen expenditure or expenditure not sufficiently

covered by budget credits may be effected as an exception with the consent of the Minister of
Finance in urgent cases. If considerable expenditure is necessary outside the budget, the
Government must submit a supplementary budget to Parliament.

Expenditure not authorised by the law must be specially mentioned in the accounts with a,
explanation of its necessity and must be subsequently approved by the Reichsrat and the Reichstag.
Authorisations for expenditure of this kind, in excess of io,ooo marks, must be communicated
quarterly to the Reichstag.

3. Publication of the Draft Budget, Budget and Accounts.

The draft budget, the adopted budget and the final accounts form the subject of an official
publication.

4. Conditions governing the Expenditure of Credits.

(a) The credits voted represent actual financial provision.
The regularisation of expenditure in excess of credits takes place when the final account is

laid before Parliament. The practice of authorising commitments in anticipation of the credits
of a succeeding year is not practised in Germany.

Payments in respect of a given financial year can be made after the end of the budgetary
year during a supplementary period fixed by the Finance Minister (in practice, one month and a
half after the end of the budgetary year).
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On the expiry of this period, no further payments can be made out of the funds allocated for
the budgetary year which has just ended.

(b) In principle, the rule of annalite is observed-that is to say, that such credits as have not
been utilised by the end of the year are automatically cancelled.

There exist, nevertheless, numerous credits which can be carried forward, and these relate
almost exclusively to material. In the case of these credits, sums remaining at the end of the year
can be utilised during a limited number of subsequent years without any fresh authorisation from
Parliament; the assent of the Finance Minister has, however, to be obtained in advance in
respect of each credit and each year. This period of extension is three years for non-recurrent
expenditure in respect of extraordinary credits. It should be noted that the amount of credits
carried forward appears in the closed accounts.

5. Division of Expenditure in Budget and Accounts.

(a) The expenditure of the Reichswehr is voted by main divisions (heads) and subdivisions
(subheads). The divisions and subdivisions, of which there are a large number, clearly show the
object of the expenditure.

(b) The closed accounts are drawn up in the same form as the budget.
(c) Transfers are possible between the heads and subheads of the budget, but only in respect

of items specially so designated in the budget.

6. Unity of the Budget.

(a) All national defence expenditure is included in the budget of the Reich. In view of the
possibility of the limitation of formations organised on a military basis, it should, however, be
pointed out that a large part of the expenditure on police forces and gendarmerie figures in the
budgets of the individual States.

There are no special accounts and funds relating to national defence.
Certain national defence expenditure figures in the budgets of the civil ministries; the

proportion of this expenditure to the total national defence expenditure may be estimated at
approximately 2.7 per cent.

Certain national defence expenditure which is not of a specifically military character but
nevertheless concerns national defence is charged to the block credits included in the civil budgets.

Expenditure on the army (Reichswehr) and navy is shown separately.
As there is only one Ministry of National Defence, certain expenditure is common to the land

and sea armed forces.
(b) With a few exceptions, the budgets and accounts show the gross expenditure.

7. Supervision during the Execution of the Budget.

During the execution of the budget, supervision is effected:

(a) Through the scrutiny of the responsible administrative authorities; each authority
is responsible for the payments which it has made;

(b) Through the supervision of commitments by a special budget official in each
Ministry who is known as the Budget Rapporteur.
This official is under the orders of the Minister to whom he is attached. He has the right

to challenge any commitment and also payment warrants. This right may, however, be
overridden by the Minister or Secretary of State in office under orders whose the Budget Rapporteur
is placed.

The Budget Rapporteur acts on behalf of the Minister to whom he is responsible and, at the
same time, on behalf of the Finance Minister. The Finance Minister may also temporarily
delegate a representative to the various Ministries for the purpose of obtaining any information
which he may require. Such representative can insist upon all financial measures being submitted
to him for his approval.

8. Final audit.

Final audit is provided for as follows:

(a) By the Court of Audit.

The Court of Audit is one of the highest authorities in the Reich and is independent of the
Government and of Parliament. Its members are irremovable. They cannot, without their
own consent, be deprived, permanently or temporarily, of their posts, except in consequence of
a judicial decision and for the reasons and in the manner prescribed by law.

The Court of Audit checks the State accounts and draws up a report summarising its most
important findings. It transmits this document to the Finance Minister of the Reich, who lays
it before Parliament and invites that body to discharge the Government of the Reich from all
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further responsibility. If the audit reveals deficits arising out of illegal or irregular measures,
the Court of Audit must take such steps as are necessary to have the deficits covered.

The accounts drawn up by the Ministerial Departments and the Reich General Fund are
used by the Court of Audit as a means of checking the whole of the Reich's revenues and expenditure.
The Court of Audit can carry out local inspections. Its members have the right to call for accounts
to be submitted to them. It is the court's right and duty to ascertain whether the administrative
authorities have acted according to law and the administrative regulations, whether they have
not exceeded the limits of the budget, and whether the necessary vouchers are available for all expen-
diture. The Court of Audit is the highest authority in matters relating to the auditing of the
accounts.

(b) By Parliament, which discharges the Government of the Reich from all further
responsibility on the basis of the Court of Audit's report.

B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

i. Budgetary Year.

The budgetary year extends from April Ist to March 3Ist. A few weeks after the close of
the budgetary year are allowed for payments in respect of commitments entered into before
April ist. This additional period is fixed each year by decree of the Minister of Finance. The
books of the Reich Central Exchequer are, in practice, closed by May I5th at the latest.

2. Budgets and Accounts.

Although there is only one Ministry of National Defence, separate budgets and accounts are
prepared for the military and the naval forces. There are no air forces.

3. The Model Statement.

The Model Statement has been drawn up on the basis of the last closed accounts available,
which refer to the budgetary year which began on April Ist, I930, and ended on March 3Ist, I931.

The tables relating to the two forces have been filled in.
The figures represent disbursements on the basis of gross expenditure.
The Model Statement is based upon the closed accounts of the Ministry of National Defence

and of the civil Ministries in so far as the latter make provision in their budgets for expenditure on
National Defence. There are no extra-budgetary funds available for national defence.

In drawing up the Model Statement, the figures in the closed accounts had to be subdivided
to a large extent on the basis of' the internal documents of the authorities or by estimated percen-
tages.

The accounts have been audited and published.

4. Execution of the Budget.

The competent Minister gives to various subordinate authorities the right to issue orders for
payment. Under the Regulations the pay offices of the Reich are prohibited from making
any payments except on the written order of the competent authority or in compliance with the
Statutory provisions. Orders for payment, to which must be attached the supporting vouchers,
are regarded as accountancy documents.

In addition to the heads of the departments concerned, the rapporteur attached to each
Minister and the Court of Audit are also responsible for the supervision of the execution of the
budget.

5. The Accounts.

The accounting system is based upon disbursements. The accounts show the commitments
and disbursements during the budgetary year. The closed account usually gives gross figures. In
cases where receipts under a certain budgetary head are intended to cover part of the expenditure
under that head, the amount of the receipts (Riickeinnahmen) is inserted, both in the budget and
in the account, in such a way that the gross figures can be found by adding together the amount
of the expenditure and the corresponding receipts.

The closed account is prepared in the same form as the budget.
It includes all expenditure for national defence. There are no special accounts outside the

general budget.
There is no autonomous State establishment for the manufacture of war material.
The accounts are closed on May I5th.

6. Audit and Publication of the Accounts.

The Reich closed account (Reichshaushaltsrechlnung) summarises all the cash accounts of the
various departments. The Minister of Finance certifies that they are in agreement with the
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accounts of the Central Exchequer (Reichshauptkasse). As a rule, this account is printed and
published during the six months following the close of the budgetary year before it is submitted
to Parliament. The exercice account is then compared with the cash accounts by the Court of
Audit, which certifies the correctness of the exercice account in its report, which is submitted to
Parliament.

The Court of Audit is required to complete the audit of the accounts as soon as possible after
the close of the exercice, there is no definite time-limit. Efforts are made, however, to complete
the examination before the expiry of the following budgetary year.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

i. General Remarks.

(a) The relation between the accounts and the Model Statement has been established with
the help of a reconciliation table.

(b) The Model Statement contains only expenditure in respect of the armed forces.
(c) The budgetary system has been found to oppose no obstacle to the inclusion in the

Model Statement of all national defence expenditure.
(d) Departures from the instructions regarding universality of expenditure have been found in

certain cases mentioned below.

2. Military Departments.

(a) The Model Statement show the total amount (gross) of pay, salaries and wages.
(b) Certain advances made in exceptional cases are not included in the Statement.
(c) Exchange differences are charged to the budgetary accounts of the Ministry of National

Defence.

3. Civil Departments.

(a) The German Delegation has stated that no expenditure relating to aviation, in the sense
of the draft Convention, is included in the budget of the Reich for national defence. Expenditure
on the instruction and training of personnel authorised to receive instruction as air pilots or observers
is not included in the Model Statement; the German delegation has stated that this expenditure
is only for sporting and not for military purposes.

(b) The German Delegation states that the expenditure on the promotion of physical
training and sport does not concern national defence.

(c) The expenses of the Landesarbeitsamter (provincial labour exchanges), are not included
in the Model Statement. These are intended to help discharged soldiers to find civil employment.
In the opinion of the delegation, these expenses could only be included in annexed Table F, if
anywhere.

(d) Since the economic encouragement of the automobile industry is not intended to serve
military purposes, the German delegation has not thought it necessary to include any part of this
expenditure in the Model Statement.

(e) The value of the exemptions from taxes and dues in respect of supplies delivered to warships
outside home waters and the value of other purchases abroad are not inserted in the Statement.

(f) The value of the tariff reductions allowed by the railways, estimated at 3,000,000 RM.,
is not included in the Statement. The delegation states that the rates granted to the military
administration are not lower than is appropriate in the case of so important a user as the State.

(g) The share of the army in the postal charges inserted in the Statement was estimated
with the help of a census of mails taken some years ago.

(i) The cost of the auditing of the military accounts by the Court of Audit is not included.
The delegation considers that any allocation or estimation of this expenditure would be a purely
arbitrary one.

(j) As the military authorities make no demand on the services of the Red Cross either
in peace time or in war time, the German delegation thinks that none of the expenditure of the
Red Cross should be entered in the Model Statement.

(k) Expenditure in respect of the dismantling of fortifications under the Treaty of Versailles
is included in the Model Statement.

4. Special Questions.

(a) As regards formations organised on a military basis, no expenditure has been entered
in the Model Statement. The question of principle as to what kinds of associations have a military
character must remain open for all countries until a decision has been reached by the competent
body.
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(b) Expenditure in respect of the police is not included in the Model Statement, as the
delegation considers that this is not a formation organised on a military basis.

(c) The work of the Reichsamt fur Landesaufnahme for national defence is paid for out
of credits for national defence without any reduction of price. This also applies to the Chemisch-

Technische Reichsanstalt.

(d) The German delegation states that the Reicharchiv does not work for national defence
purposes.

(e) The Model Statement contains sums paid to the autonomous funds out of budgetary
credits and not payments actually made from the said funds; the expenditure of those funds,
however, corresponds almost exactly to the budgetary credits.

(f) The increase in the working capital fund for stocks of supplies has not been entered in the
Model Statement, as the corresponding sum has been charged against the credit for expenditure
on provisions for the troops.

(g) The expenditure entered in the Model Statement includes grants made to soldiers by
way of assistance.

(h) The Minister of Finance informs the other Ministers by separate orders of the extent to
which they benefit from the credits entered in the budget of another Department.

(i) Nothing has been spent on railway construction for anti-aircraft defence purposes, as
there is no special organisation of this kind.

(k) Certain communes have built barracks to accommodate troops. These communes are
paid by the Reich a rent corresponding to the interest and sinking fund on the capital outlay and
this figure is shown in the Model Statement. The German delegation cannot give the amount of
the capital thus invested.

(1) There are no special funds and accounts apart from the closed account of the Reich.
(m) There is no autonomous State establishment for the manufacture of armaments material.
(n) Neither the Reich nor the States nor the communes, nor any public organisation have

any financial share in the private armament undertakings defined in Chapter 8 of the
budgetary experts' report other than the subsidy granted to the Deutsche Werke. As regards
this subsidy of 12 million RM. to the Deutsche Werke, for the purpose of preventing the discharge
of workmen, the German delegation agrees that this amount might be inserted in the Model
Statement.

(o) There are no extra-budgetary resources.
(p) The Reichswehr has not received any gifts or bequests.
(q) Deductions. - Generally speaking, the Model Statement shows gross expenditure. As

soldiers are not given free subsistence, an approximately equivalent amount is deducted from their
pay. These deductions amount to about 5.4 million RM. in the navy.

The total expenditure of the Reich on subsistence of sailors appears in the closed accounts
and is shown in the Model Statement. It is reduced by an amount of 272,379.04 RM., which
corresponds to the increase in the working capital of provision stocks as well as to the value of the
provisions taken from these stocks.

(r) Pensions. Pensions and allowances in respect of loss of employment are omitted from
the Model Statement and entered in Table F. The pensions include the Wartegelder and Ueber-
gangsgelder paid only to persons no longer on the active list.

Wartegelder are paid to officials no longer employed owing to a reduction in the establishment,
but who cannot be finally retired either because they are not invalids or are not yet 65 years of age.

(s) No expenditure effected by the Ministry of National Defence was covered from the proceeds
of a loan.

(t) Nothing has been paid on account of claims outstanding.

D. DISTRIBUTION OF NATIONAL DEFENCE EXPENDITURE BETWEEN
THE TABLES, HEADS AND SUBHEADS OF THE MODEL STATEMENT.

I. Separation of Expenditure on the Three Forces.

There is no air force.
Expenditure on the army and navy is shown separately. This is possible because, though

there is only a single Ministry of Defence, the expenditure of each service is shown under separate
budget heads and in separate accounts. There are no services common to both army and navy.
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The cost of the Ministry of National Defence itself is divided between the army and navy, the
appropriate amounts being included under the corresponding budgetary heads.

2. Coast Defence.

This is included in the naval Model Statement. No expenditure in respect of coast defence
is included in the Model Statement of the Army.

3. Optional Columns.

There are no oversea forces. Under the column " Formations organised on a military basis ",
the word " none " is entered. The German delegation states that there is no State expenditure
on such organisations.

4. Division between Subheads of the Model Statement.

As regards expenditure by the Ministry of the Reichswehr, the figures in the Model Statement
are based on the audited and published accounts of the two services. The difference between
the form of the closed accounts and that of the Model Statement has caused considerable difficulties
in distributing the figures of expenditure between the various subheads of the latter. Generally
speaking, where an account figure had to be split over a number of subheads this has been done
on the basis of internal but unpublished accounts and, in particular in the case of head IV, by
means of estimates.

For the most part, the amount of defence expenditure incurred by civil departments and
its allocation to the appropriate subheads of the Model Statement have been calculated on an
estimated basis.

5. Head IV: Separation from the other Heads.

No special difficulties were experienced in isolating the expenditure under head IV for the
army or navy, other than those experienced in connection with the other heads and subheads.
All overhead charges are included in head IV. In the case of the navy, they are included in
the price of material purchased from the Deutsche Werke, a private firm which does not publish
its accounts. There is a State depot at Kiel where material is repaired and a Government naval
dockyard at Wilhelmshafen. The overhead charges in respect of these establishments which
are shown in the Model Statement are based on estimates. The accounts of the establishments
at Kiel and Wilhelmshafen are included in the general accounts.

The expense of conveyance of war material, other than that relating to delivery in the first
instance, has been charged to subhead M(a) and not to subhead G.

6. Head IV: Division between Subheads.

In subhead L have been included, besides expenditure on new construction as directed by the
budgetary experts' report, expenditure on armament, torpedoes and ammunition. Expenditure
on these items cannot be separated and shown under M.

Owing to the nature and form of the German accounts, the pay of soldiers and officials con-
nected with the head IV establishments is not included in subheads M and M(a), but in subheads
A, B, and C.

It would be possible to divide this expenditure between subheads M and M(a).

7. Special Questions.

(a) Civilian Employes. - Salaries of civilian personnel other than non-permanent personnel
employed on ship-building are entered under subhead C. It would be very difficult to distribute
the total sum over the various subheads in accordance with the budgetary experts' report.

(b) Cash Allowances. - All cash allowances are included in the pay subheads.
(c) Nurses. - The salaries of nurses are included under subhead E, and not under C or A.
(d) Telegraphic and Telephonic Instalations in Fortifications. - These are regarded as war

material and expenditure thereon is included in subhead M(a), and not K.
(e) Targets. - Expenditure on targets is included under head IV, as the German delegation

considers them as war material.
(f) Cartographical Services. - This expenditure is regarded as expenditure on war material

and is shown in subhead M(a), and not E.
(g) Meteorological Services. - Expenditure on these services is shown under subhead E.



- 5 -

E. TABLES ANNEXED TO THE MODEL STATEMENT.

Preliminary Remark. - Germany has given a single set of annexed tables for the two armed
forces.

Table A. - No observation regarding the entry " nil ".
Table B. - (a) The total figure in this table is the same as the total in subhead L of

model statement C.
(b) This includes expenditure on the upkeep of vessels when at sea.
(c) In Germany, the expenditure on naval construction includes the following: Auxiliary

engines, armour, gun-mountings, boats and sloops, navigating instruments, hydrographic charts,
fittings, electrical equipment and wireless, torpedo-tubes and equipment, fire control apparatus
with electric distribution system, searchlights, optical and sound apparatus of all kinds, all other
equipment, accessories, spare parts, etc., for vessels.

The same applies to expenditure on the armament of vessels, torpedoes and ammunition.
(d) The German delegation has submitted a reconciliation table to explain the figures in

Table B.
Table C. - The German delegation has entered " nil " in this table, but there are, in

Germany, credits which can be carried forward and used for the period of three exercices.
Table D. - No observation regarding the entry " nil "
Table E. - The only subsidy to be noted is that to the Deutsche Werke.
Table F. - (a) The totals shown in the table cannot be split up as recommended in the report

of the Committee of Experts.
(b) A reconciliation table has been supplied.
(c) The Zuwendungen are included in the pensions. The same applies to the Wartegelder

List of Documents.

Budgetary System: Reply of the German Delegation to the Questionnaire of the Technical Committee (document Conf.
D./C.D./C.T.i6).

Model Statement and Annexed Tables (document C.524.M.219.I9 3 1.IX, Annex [Conf.D.9]).
Explanations in regard to the Method followed in filling up the Model Statement and the Reconciliation Tables.

Reconciliation Tables (document Conf.D./C.D./C.T. 5 9).
Budget for the Year I930 (Reichshaushaltsplan. Entwurf fiir das Rechnungsjahr 1930 nebst Einzelplanen), 2 volumes
Account for the Year I930 (Reichshaushaltsrechnung. I930), 2 volumes.

(The Army (Reichswehr) and the Navy (Reichsmarine) are included in Part VIII (Einzelplan VIII) of the budget
and the accounts, which can be obtained separately.)

Observations of the Technical Committee (document Conf.D./C.D./C.T.86).
Replies of the German Delegation (document Conf.D./C.D./C.T.g8 and erratum).
Minutes of the Audition Meetings (documents Conf.D./C.D./C.T./, P.V. Audition 9 (and two corrigenda), 9 (a) (and corri-

gendum).
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BELGIUM.

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The budget is prepared by the different departments. The estimates of the various Ministries
are passed to the Finance Minister, who submits them to the Budget Committee (Comite du
budget). The latter, of which the Finance Minister is the Chairman, consists of high officials
of the Finance Ministry, and is empowered to summon before it the chief officials of the different
administrative departments who are concerned with the preparation of the budget. Its task is
to examine and co-ordinate the proposals submitted to the Finance Minister by the different
departments, and to bring them into accordance with the revenue estimates.

After the Finance Minister has balanced his budget in accordance with the recommendations
of the Budget Committee, he forwards it to the Treasury Committee (Comite du trdsor), a Com-
mittee of the Council of Ministers charged with the preparation of the decisions of the Council of
Ministers, which is the body ultimately responsible for drawing up the budget.

2. Discussion and Voting of the Budget.

(a) The draft budget, on being drawn up as explained under No. i above, is laid before
either the Chamber or the Senate.

In both Houses it is examined by budget commissions. The proceedings of these com-
missions, which are not public, are the subject of reports that are printed and published.

The budget is debated publicly in plenary meetings both of the Chamber and of the Senate.
The debates of these plenary meetings of the two Houses are public and are recorded in a report
which forms the subject of a special official publication.

(b) National defence expenditure is voted each year. But the regular practice in Belgium
is that the vote should only be taken during the current financial year, provision being made for
the expenditure of the initial months by a parliamentary vote giving provisional credits on the
basis of the previous year's budget.

(c) Expenditure is approved by law.

3. Publication of the Draft Budget, Budget and Accounts.

(a) The draft budget is published with an explanatory statement.
(b) The budget as voted is published as an official document.
(c) In principle, the final accounts are published. They are enacted by vote of the

Legislature.

4. Conditions governing the Expenditure of Credits.

(a) The voting of a credit by Parliament defines the total expenditure in respect of which
orders for payment can be issued during the year and during the supplementary period of ten
months, provided that the date of the commitment falls within the year.

Payments in respect of orders for payment must be effected before the end of the additional
period, if they are to be included in the closed accounts of the exercice. After that date, they may
be made up to the end of the fourth year following the relevant budgetary year, being charged
to a special audit account which forms part of the closed accounts each year.

The closed accounts thus show all the payments made during the twelve months of the
budgetary year and during the supplementary period; further, payments in respect of previous
years effected during a given year appear in the above-mentioned audit account, which is inserted
in the closed accounts immediately after the budget accounts properly so called. It is thus possible
to ascertain the total payments effected during the year.

(b) The rule regarding annual budgets (annualit6) is observed-that is to say, that any
portion of the credits voted which has not been expended by the issue of orders for payment
at the close of the supplementary period is automatically cancelled.

Exceptions to this rule occur in the case of the following credits which may be carried forward
to the succeeding exercice:

(I) Credit balances which, at the end of the supplementary period, have not been
expended under orders for payment, but in respect of which commitments exist in favour
of creditors of the State, for work forming the subject of contracts and in process of execution.

(2) As an exceptional measure, and by virtue of a decision of the Legislature, certain credit



balances which, at the end of the additional period, had not been expended under orders for
payment-as, for example, the credits allocated in 1931 for frontier defence organisation.

5. Division of Expenditure in Budget and Accounts.

(a) The budget estimates of the National Defence Ministry and the estimates of the military
expenditure of the colonies are shown by sections, chapters, articles and paragraphs (litteras).
The credits are voted by articles.

The chapters, articles and paragraphs are very numerous. These subdivisions, which are
very detailed, show clearly the object of the expenditure.

(b) The final accounts are drawn up in the same form as the budget.
(c) Transfers between sections, chapters and articles are forbidden, unless a special provision

authorising transfers is made in the finance bill. Such authority is altogether exceptional, and the
national defence budget for I930-31 has no provision of this kind.

Transfers between subdivisions of articles (paragraphs) are, in principle, allowed.

6. Unity of the Budget.

(a) All national defence expenditure is provided for in the general budget of the State or
in the budget for the colonies. The latter covers the whole of the military expenditure of the
colonies.

A certain amount of national defence expenditure appears in the civilbudgets. The
proportion of this expenditure to the total national defence expenditure may be put at less
than I per cent.

There is only one national defence budget; it does not show provision for the Air Force
separately; but expenditure on material for the Air Force is shown under separate items.

(b) The budgets and accounts show gross expenditure.

7. Supervision during the Execution of the Budget.

Supervision of the budget in course of execution is exercised in the following manner:

(a) By the responsible administrative authorities;
(b) By means of the control of commitments by representatives of the Finance Minister.

The representatives of the Finance Minister are empowered to call for all documents, informa-
tion and explanations in regard to all commitments, irrespective of the nature of the credits under
which they are incurred.

They communicate their observations both to the Finance Minister and to the Court of Audit.
Their independence in relation to the Ministries whose expenditure they supervise is completely
ensured by special statutory provisions. No penalties can be imposed on them without a previous
expression of opinion by the Court of Audit. They are bound to refuse to endorse any expenditure
irregularly incurred. The Council of Ministers may in such case compel them to endorse it; but,
in that event, a copy of the discussions of the Council of Ministers on the subject must be forwarded
to the Court of Audit.

(c) By the Court of Audit, which endorses the orders for payment after ascertaining
that the expenditure is regular and that credits for the purpose are available. Where the
Court refuses its endorsement, it must inform the Council of Ministers of the reasons for its
refusal. If the latter considers that it should be overruled and the payment made, the
Court endorses the payment subject to reserve, and reports immediately to both Houses of
Parliament.

8. Final Audit.

Expenditure is checked ex post facto:

(a) By the Court of Audit.

The Court of Audit is a creation of the legislature. It is appointed by the Chamber for six
years, and the Chamber can at any time cancel the appointments of its members. The members
of the Court are, however, completely independent of the executive.

At the close of the period covered by the budget, the Court of Audit draws up a report, in which
it summarises the results of its observations. It draws up in their final form and audits the
public accounts of the State, and communicates all its observations and suggestions thereon to
the Government and Parliament. The Court of Audit is the highest auditing authority.

The Court of Audit also has supervisory powers of a judicial character. It can pass legally
enforceable judgments on the accountants, the effect of which is to establish their pecuniary
liability.

(b) By Parliament which, in the light of the Court of Audit's report on the State accounts,
enacts the accounts for each budgetary year as a law.
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B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

i. Budgetary Year.

The budgetary year runs from January ist to December 3Ist. There is an additional period
of ten months (up to October 3Ist of the following financial year) during which payments may
be made relating to commitments of the budgetary year. The Belgian delegation stated that
there would be difficulty in attempting to shorten this additional period.

No commitment in respect of a budgetary year can be entered into after December 3Ist.

2. Budgets and Accounts.

There is only one Defence Ministry. There is no navy, and expenditure on the Air Force
is combined in the accounts with expenditure on the Army. This creates certain difficulties
in the preparation of the Model Statement for the two forces.

3. The Model Statement.

The Model Statement relates to the budgetary year I930. The tables relating to the land
and air forces have been filled in.

The expenditure shown in the Model Statement covers all orders for payment issued between
January Ist, 1930, and October 3Ist, I93I, relating to I930, including orders for payment relating
to credits transferred from previous years to I930. The figures show gross expenditure.

As the closed accounts for the I930 exercice have not yet been published by the Finance
Minister, the Model Statement is based on the last available accounts for that year as prepared
by the administrative departments concerned. These comprise the orders for payment issued
in respect of the army budget, the gendarmerie budget, the budgets of certain civil departments
which perform services on behalf of the Ministry of National Defence, the colonial budget. The
accounts of the army, the gendarmerie and the civil departments mentioned above represent
expenditure at home. The colonial accounts represent expenditure in the Belgian Congo and
the mandated territory of Ruanda-Urundi.

The orders for payment of 1930, which form the basis of the Model Statement, have not been
submitted to Parliament, but, as regards home expenditure, they have been certified by the
Court of Audit. They will be published probably in 1935 by the Finance Minister in the closed
accounts, which will also show payments. As regards expenditure in the colony, the orders
for payment, owing to the length of time involved in transmission of documents, have not yet
received the certificate of the Court of Audit; few changes in the figures are anticipated,
however.

4. Execution of the Budget.

All orders for payment are issued by the Ministers or their representatives at the Central
Administration; in the case of transactions effected in Europe, no order for payment can be
issued without prior sanction of the Court of Audit.

As regards expenditure in Africa, it is impossible to adopt the system of prior countersignature
of orders for payment by the Court of Audit; the limitation of expenditure to the amount of the
relevant credits can and must be ensured by the supervision exercised by the Administration itself.
Documents in support of orders for payment of expenditure in Europe on behalf of the colonies
are forwarded to the Court of Audit within three months. In the case of expenditure in Africa,
the transmission of documents to the Court of Audit takes from six to eight months.

Payments made by the competent officials are subject to an internal administrative audit by
higher officials directly responsible to the Minister of National Defence.

5, The Account.

While the financial statements prepared by the Ministerial departments for the Finance
Minister and the Court of Audit only represent orders for payment issued, the closed accounts
drawn up and published by the Finance Minister show both these orders for payment and also
cash disbursements. If a cheque drawn during an exercice is not cashed during the exercice,
it may be cashed within a period of five years from the beginning of the exercice. The result is
that there is a difference between the expenditure as shown in the accounts of an exercice and the
actual cash disbursed during that exercice. The difference is about I per cent. The value of
cheques outstanding in the fifth year is naturally very small.

The figures show gross expenditure. The accounts are submitted in a form corresponding
to that of the budget.



There are no special funds relating to national defence, nor are there any establishments for
the manufacture of arms which possess budgetary autonomy.

The accounts of the financial year are closed on October 3Ist of the following year.
It is to be noted that, in addition to the closed accounts for the exercice which are incorporated

in the final State accounts presented to Parliament, provisional accounts are also kept. These
accounts are embodied in a parliamentary document; they show the disbursements made during
the twelve months (January to December) of an exercice-i.e., the payments made in respect of
the current open exercice, and do not include payments made during the additional period (January
to October) of the previous exercice. They could not serve as a basis for a statement of total
disbursements made within the twelve months in question.

In fact, the Belgian system of accounts does not directly lend itself to the computation of
actual disbursements during a given year if it is desired to include arrears paid in respect of previous
exercices. The Belgian delegation agreed that it would be necessary to arrange for a special
statement to be drawn up for the purpose of the Convention, and that enquiries would be made
to ascertain whether, in case a Convention was concluded, it would be possible to supply a state-
ment of payments for twelve months.

6. Auditing and Publication of Account.

The final statements of the orders for payment of the Ministry of National Defence for a given
exercice are submitted by the Minister of Defence to the Finance Minister and to the Court of
Audit, twenty-four months after the beginning of the exercice. After certification by the Court of
Audit, which is the highest audit authority and is independent of the Minister but responsible to
Parliament, these statements are entered in the closed budget account which the Finance Minister
theoretically draws up at the end of the first quarter of each year and which also indicates payments.
In practice, however, there have been serious delays in submitting this closed account. The
Belgian Government is endeavouring to rectify this and to present the accounts of the previous
year, closed as on October 3Ist, to Parliament in September.

The Belgian delegation will further request its Government to make an effort to publish them
henceforward six months earlier-i.e., in the course of the first quarter, which would correspond
exactly to the period of twenty-six months laid down for the Convention. The Belgian delegation
stated that, in any case, after the closing date (October 3Ist), it was possible to obtain from the
Court of Audit a certificate that the orders for payment of the exercice were in order, as was done
in support of the Reconciliation Table produced.

Approval of the closed accounts is given by Parliament in the form of a Law. The last closed
accounts prepared relate to the year I925. They were submitted to the Court of Audit on October
i8th, I932.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

i. General Remarks.

(a) As regards the expenditure of the home country, the relation between the accounts and
the Model Statement has been established by means of a Reconciliation Table.

(b) The Belgian Model Statement contains expenditure relating to the land forces and the
air forces.

(c) No difficulties resulting from the budgetary system have been encountered, which
would prevent the inclusion of all national defence expenditure in the Model Statement.

(d) Derogations or doubts were found to exist regarding the interpretation of the instructions
concerning universality in certain cases mentioned below.

2. Military Departments.

(a) The Model Statement includes the total amount of pay without deduction.
(b) As regards the proceeds of the sale of manure and the receipts from military bands,

estimates have been given in the Model Statement instead of the exact amount, which makes a
difference of 375,260 francs.

(c) Advances granted to officers, etc., are not included in expenditure.
(d) As regards expenditure for goods and services obtained abroad, the figures of the Model

Statement indicate the amount actually paid in Belgian currency.

3. Civil Departments.

(a) No expenditure on civil aviation appears in the Model Statement. The Ministry of
National Defence provides no free services for civil aviation.
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No expenditure is entered in the Model Statement for the meteorological service. The Air
Force has its own meteorological stations at the aerodromes. The military authorities also have
other services which make the meteorological observations necessary for national defence. The
expenditure on these services figures in the Model Statement.

(b) Soldiers, goods, baggage and horses are carried as a rule at a 20 per cent reduction on
the normal railway rates.

(c) The cost of the services rendered by the Posts and Telegraphs is calculated on the
proportion of correspondence carried and of communications provided by that department
for the Ministry of National Defence. Expenditure of this nature concerning national defence
is entered in the Model Statement.

(d) The expenditure relating to the Red Cross and indirectly connected with military purposes
amounts to about 300,000 francs per annum. This sum is not entered in the Model Statement.

(e) The cost of audit and supervision of the accounts by the Court of Audit is not
entered in the Model Statement.

(f) Expenditure on the liquidation of charges outstanding from the last war has not been
entered in the Model Statement.

4. Special Questions.

(a) As regards formations organised on a military basis, expenditure on the gendarmerie
has been entered in the Model Statement. The gendarmerie is considered as the only formation
organised on a military basis at home. The Public Forces of the Congo and of Ruanda-Urundi
are armed troops responsible for maintaining order within the country and for defending it
against aggression. It is not possible to give an approximate estimate of expenditure on
barracks.

(b) There are no special funds assigned to national defence.
(c) Autonomous establishments. - There are Government factories and workshops for the

manufacture and repair of arms and implements of war, but these establishments are not run
on an industrial basis.

(d) Deductions. - The Model Statement contains gross expenditure, but the annual budgetary
law usually authorises certain departures from this principle. A sum of I6,387,083 francs,
representing payment to the Treasury of the proceeds of sale of material, etc., has been deducted
from the Model Statement. This sum represents the value of the material sold. It is not placed
to the credit of the national defence services which manufactured the material. This deduction,
as stated in the explanatory note of document Conf.D.4, page 2, III, 2, was based on the inter-
pretation given by the Belgian delegation to the last sub-paragraph of paragraph 4 of the general
'provisions contained on page 28 of the report of the Committee of Experts.

(e) No expenditure has been met out of the proceeds of a loan since, when a credit is voted,
no mention is made of the origin of the funds. The country's resources can be regarded as a whole,
whether derived from taxation or from loans.

(f) The Model Statement excludes pensions. The annual income, capital and allowances
referred to in Article 52 of the budget are granted under the Law of December 24th, I903, relating
to compensation for accidents in course of employment. This expenditure may be regarded
as relating to pensions and excluded from the Model Statement.

D. DISTRIBUTION OF NATIONAL DEFENCE EXPENDITURE AMONG
THE TABLES, HEADS AND SUB-HEADS OF THE MODEL STATEMENT.

I. Separation of Expenditure on the Three Forces.

There is only one budget for national defence, and separate accounts are not kept for the
expenditure of the Air Force, which is included in the accounts of the land forces. It was
therefore found difficult to isolate completely the air expenditure, both as regards total and as
regards its division between the sub-heads in the Model Statement. Certain air expenditure can,
however, be completely isolated, as it is shown separately in the Army account; out of a total
of 142.2 million francs shown as expended on the Air Force, I35.4 million francs are thus
distinguished.

In the absence of such account figures, recourse has been had to internal administrative
records (241,000 francs), and where no other data were available, expenditure has been allotted
to the Air Force by estimates based generally on the proportion of the number of Air Force
effectives (6.7 million francs). The latter method has been applied, in particular, to expenditure
on administration, medical services, provisions, equipment, armament, upkeep of barracks, etc.
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A small proportion of the expenditure by civil departments on behalf of the Air Force is
omitted from the Model Statement of the latter owing to the impossibility of isolating the exact
figures.

2. Coast Defence.

No expenditure is specially provided for coast and harbour defence. All expenditure falling
within this description is covered by the general expenditure of the Ministry of Defence and is
included in the Model Statement under the appropriate sub-heads.

3. Optional Columns.

(a) Land Forces. - Two of the optional columns have been filled in:

(i) Armed forces stationed overseas;
(ii) Formations organised on a military basis stationed in the home country.

The former of these columns gives two figures only-viz., the totals of Heads I to III and
the total for Head IV, the manner in which the colonial accounts are arranged not permitting
of a more detailed subdivision. The latter column is filled in in detail. Nothing is shown under
"Formations organised on a military basis stationed overseas ".

(b) Air Forces. - The optional columns are not filled in. There is no Air Force stationed
overseas and there are no Air Force formations organised on a military basis.

4. Division between the Sub-heads of the Model Statement.

The closed accounts show only the totals of the sub-heads of the budget. Apart from the
difficulties of isolating air expenditure referred to above, where the totals of the accounts sub-
heads required to be split between a number of sub-heads of the Model Statement, recourse
has been had to internal accounts, to administrative documents and to estimates.

5. Head IV: Separation from Other Heads.

No general difficulty was experienced in isolating Head IV expenditure as a whole except
in the case of Head IV expenditure for the forces stationed overseas. In that case, owing to
the structure of the accounts, certain expenditure has been included under Heads I to III which
should have been shown under Head IV. The Belgian delegation has not been able to supply
further information on this latter point.

Expenditure on manufacture and repair of material includes all overhead charges which
are shown separately in the accounts. There are no State autonomous manufacturing establish-
ments.

Approximate estimates based on the number of effectives have had to be made to determine
the respective expenditures on armament and ammunition of the Land Forces and of the Air
Force. Certain material is used in common by both services and cannot be split between them.

6. Head IV: Division between Sub-heads.

Expenditure in the Colony properly falling under M and M (a) cannot be so shown owing
to the structure of the accounts.

Expenditure relating to depots and parks in the home country has been grouped under N,
because, owing to the great diversity of material stored together in the same establishments,
it has not been possible to split the expenditure between M and M (a).

7. Special Questions.

(a) Civil Personnel. - This expenditure has been charged to the appropriate sub-heads
almost entirely on the basis of audited internal accounts. In future the accounts will be shown
in greater detail and will enable an even more accurate split to be made.

(b) Allowances. - These are included under pay items.

(c) Interpretation. - Certain minor difficulties of interpretation have led to the allocation
of expenditure to wrong sub-heads.
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E. ANNEXED TABLES TO THE MODEL STATEMENT.

Table A.

(a) The total given corresponds to sub-head D of the Model Statement.
(b) Article I includes payments to officers who, on a reduction being made in effectives,

were granted leave on full pay, followed ultimately by a period of leave, on reduced pay, of
varying length.

(c) Article 2 includes pay only (not maintenance) for officers, non-commissioned officers
and men who, on being called up again, have completed a period of service with the forces.
The allowance entered under this head comprises the total amounts due to officers and men who
have been called up again, including the sum ordinarily payable to the families.

Table C.

This includes the budgetary credits carried over to the I931 exercice for contracts for works
and supplies in course of execution; the amount entered in Table C represents the difference
between the total commitments entered into before and during I930 for specific works and the.
claims acknowledged in respect of these same commitments before and during the I930 exercice.

Such sums carried forward are placed at the disposal of the Minister by the Court of Audit,
no further vote of credit being required.

Table D.

The system of purchases on credit or by deferred payments does not exist in Belgium.

Table E.

No observations.

Table F.

(a) No difficulty was experienced in filling in Table F except for the subdivision into (a),
(b) and (c) of Articles I (I), and I (2).

(b) The expenditure under Article 50 (Allowance in lieu of pension), which is included in
the Model Statement (sub-heads B and C), has not been entered in Table F.

List of Documents.

Budgetary system: Reply from the Belgian delegation to the questionnaire of the Technical Committee (document
Conf.D./C.D./C.T.62).

Model Statement and Annexed Tables: Note explaining the method followed in filling in the Model Statement and
explaining the departures from the recommendations of the Committee of Experts on Budgetary Questions.
Reconciliation tables (documents annexed to C.436.M.I83.19 31.IX (Conf.D.4) and Conf.D./C.D./C.T.6 5).

Budgets voted for the exercice 1930:
Ordinary national defence budget completed, taking the additional credits into account and based on the full

draft budget;

Extract from the extraordinary budget (chapter on national defence) completed, taking the additional credits
into account and based on the full draft budget;

Budget of the gendarmerie, accompanied by the full draft budget;

Full draft ordinary budget of the Belgian Congo and the Vice-Government General of Ruanda-Urundi;
Collection of budgets voted for the year I930, including certain extracts from the following budgets:

Budget of the Ministry of Justice;
Budget of the Ministry of Public Works;
Budget of the Ministry of the Interior and Public Health.
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Collection of budgets voted for the exercice 1931:
Additional credit covered by the new Article 59bis of the national defence budget for I930.

Position at the closing of accounts for the exercice 1930:
Closed accounts of the ordinary budget of the Ministry of National Defence;

Extract from the closed account of the extraordinary budget (chapter on national defence);
Closed account of the gendarmerie budget;
Extracts from the closed account of the following budgets:

Ministry of Justice, Ministry of the Interior and Public Health, Ministry of Public Works.

Summaries of military expenditure in the Belgian Congo and Ruanda-Urundi, accompanied by a letter from the Minister

of the Colonies.

Observations by the Technical Committee (document Conf.D./C.D./C.T.85).

Replies of the Belgian delegation (document Conf.D./C.D./C.T.I2I).

Minutes of the meeting at which the hearing took place (document Conf.D./C.D./C.T./P.V. Audition.14).

Additional information (document Conf.D./C.D./C.T.i41).
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UNITED KINGDOM.

A. BUDGETARY SYSTEM.

I. Preparation of the Draft Budget. 1

The estimates are drawn up by the departments. The estimates of expenditure of the
various Ministries are centralised by the Chancellor of the Exchequer. The latter has a right
of supervision over the estimates of the Ministerial departments, which, if necessary, are determined
by the Cabinet.

2. Discussion and Voting of the Budget.

(a)' The estimates are debated publicly in the House of Commons. In practice, the Govern-
ment alone can propose expenditure. Parliament relies on the Government for preparing estimates
of expenditure. If the Finance Bill is rejected, the Government must, normally, resign.

(b) The national defence expenditure is voted each year, part before the beginning of the
financial year and the remainder during the year.

(c) Expenditure is authorised by law.

3. Publication of the Draft Budget, Budget and Accounts.

The estimates and the Appropriation Act are officially published and widely circulated.
The appropriation accounts are also published.

4. Conditions governing the Expenditure of Credits.

(a) All appropriations voted represent actual financial provision. Excess votes may be
passed after the end of the financial year.

As regards the carrying into effect of the estimates, the system of gestion is followed.
(b) The rule of annalite is strictly observed. All appropriations not expended at the end

of the financial year of twelve months are cancelled.

5. Division of Expenditure in Budget and Accounts.

(a) Expenditure is voted under a small number of " votes ", but each has very detailed
subdivisions clearly showing the purpose of the expenditure. The estimates are presented very
clearly.

(b) The final accounts are less detailed than the estimates.
(c) Transfers may be made within the votes of the military 'estimates with Treasury

authority. Transfers from one vote to another are possible within each of these estimates, but
require the sanction of the Treasury, which must report to Parliament. Transfers from one
estimates to another are forbidden.

6. Unity of the Budget.

(a) All the national defence expenditure of the State is shown in the estimates. For thisclass of expenditure there are no special funds or accounts. Nearly all the national defence
expenditure appears in the estimates of the defence Ministries. The United Kingdom has separate
estimates for the land, naval and air forces.

(b) The estimates show net expenditure, but also gross expenditure.

7. Supervision during the Execution of the Budget.

The administrative control of the execution of the estimates is ensured:
(a) By the supervision of the responsible accounting officers over their subordinates;

1 In the United Kingdom, the programmes of expenditure for the financial year, submitted by Departments to
Parliament, are called " Estimates " never "Budgets".
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(b) By permanent administrative heads (accounting officers) in the national defence
Ministries, who are appointed with the approval of the Prime Minister, and cannot be
removed without his consent. They are responsible both to their Ministers and to the Public
Accounts Committee, which consists of members of the House of Commons;

(c) By a Treasury control of commitments for certain expenditure.

8. Final Audit.

Final audit is carried out:
(a) By an independent high official (Comptroller and Auditor-General), who may be

described as the guardian of the exchequer, and can only be dismissed by the Crown after
presentation of an address by both Houses of Parliament.

This high official, who has extensive powers of investigation in the departments, examines
the accounts of the accounting officers, to which the documents relating to expenditure are
attached. A report on this examination is addressed to the Treasury, which submits it to
Parliament. This official is the highest authority for the auditing of accounts.

(b) By the Public Accounts Committee of the House of Commons, to which the reports
of the Comptroller and Auditor-General referred to in (a) above are submitted.

The Public Accounts Committee may call upon the accounting officers to justify their
administration.

The proceedings and reports of the Public Accounts Committee, the reports of the Comptroller
and Auditor-General responsible for auditing the accounts, and the replies of the accounting
officers are published.

B. IDENTIFICATION OF DEFENCE EXPENDITURE.

i. Budgetary Year.

In the home country, the budgetary year runs from April ist to March 3Ist. There is no
additional period. In the colonies, protectorates and mandated territories, the budgetary year
begins and ends on different dates, but in every case it covers twelve months without any additional
period.

2. Budgets and Accounts.

There are separate Ministries, estimates and accounts for the three armed forces.

3. The Model Statement.

Two Model Statements have been supplied, one representing expenditure by the Home
Government during the budgetary year I929-30, and the other expenditure by Governments of
the colonies, protectorates and mandated territories on the local oversea forces during their
respective budgetary years. For the most part these ended either on March 3Ist or on December
3Ist, I930.

In the Model Statement submitted by the United Kingdom delegation, the tables relating to
the three armed forces have been filled in. There are no naval or air forces whose expenditure
is borne on the budgets of the colonies, etc.

The expenditure figures in the Model Statement for the home country represent actual expen-
diture (cash disbursements). They indicate the gross amounts. Exceptionally, the receipts
figuring as expenditure in the Model Statements of other members of the British Commonwealth
have been deducted from the Model Statement of the Admiralty.

The Model Statement of the home country has been based on the data furnished by the follow-
ing documents:

(I) The last audited and published accounts of the three national defence Ministries for
the period April Ist, I929, to March 3Ist, I930.

(2) The statements of expenditure made by other Ministries. These statements are
contained in the official publication "Public Departments, Gross and Net Cost I929 ".
This publication indicates approximately the gross and net expenditure for national defence
authorised by each civil vote. The division of the figures between military and civil expendi-
ture is not verified by the Comptroller and Auditor-General.

(3) The statements of expenditure of the territorial army, which are audited locally.
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As regards the expenditure shown in the Model Statement for the colonies, etc., it was not
possible to employ the closed accounts, as these had not been made out at the time when that
statement was drawn up. Consequently, all the expenditure included therein is estimated.

It will be possible in the future to supply information for the colonies, etc., on the same basis
as for the home country.

4. Execution of the Budget.

Headquarter payments are made by means of orders drawn on the Paymaster-General by
officials under the authority of the accounting officer. Local military departments discharge
their debts either by means of cheques drawn by the responsible paymaster on a bank, or in cash,
according to the nature of the expenditure.

Each national defence Ministry possesses a corps of accountants, who are responsible for
supervising the financial administration of that Ministry during the execution of the budget.

5. The Accounts.

The appropriation accounts of the United Kingdom Government indicate all the military
expenses effected by that Government for the armed forces under its direct authority.

The expenditure on the native troops in the colonies, protectorates and mandated territories
is indicated in the closed accounts of those collective entities.

The figures in the accounts correspond to payments effected; they represent both gross and
net expenditure.

The accounts are made out in the same form as the estimates, but are less detailed.
There are no special accounts.
There is only one State establishment for the manufacture of war material which possesses

budgetary autonomy-i.e., the Royal Ordnance Factories.

6. Audit and Publication of Accounts.

According to an Act of Parliament, tne accounts of the home country signed by the accounting
officers must be transmitted to the Treasury and to the Comptroller and Auditor-General not later
than December 3Ist following the close of the budgetary year. After auditing the accounts, the
majority of which have already been checked by his accountants during the budgetary year, the
Comptroller and Auditor-General certifies the correctness of the figures and submits his observ-
ations on the financial administration of each Ministry in a special report. The accounts, including
the report of the Comptroller and Auditor-General, are published in February-i.e., ten months
after the close of the budgetary year, and submitted to Parliament.

The accounts of the colonies are audited by local supervisory authorities in much the same way
as in the home country.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

I. General Remarks.

(a) The relation between the accounts and the Model Statement has been established by
means of reconciliation tables.

(b) The United Kingdom has submitted two Model Statements with annexes, one representing
the expenditure of the home Government (document C.476.M.203.193I.IX [Conf.D.6]) and the
other the expenditure of the colonial Governments (document C.45.M.26.I932.IX [Conf.D.49]),
but not of the Governments of the Dominions which are themselves Members of the League.
Document Conf.D.49 includes both expenditure on the armed forces of the colonies, protectorates
and territories under British mandate and that of the Governments of Newfoundland and Southern
Rhodesia.

(c) The budgetary system has been found to present no obstacle to the inclusion of all the
national defence expenditure of the home country in the Model Statement. On the other hand,
as regards colonial expenditure, certain difficulties were encountered due to the budgetary system
of the colonies.

(d) Deviations from the instructions regarding the universality of expenditure were noted
in certain cases referred to below.

2. Military Departments.

(a) The Model Statement includes the total amount of pay without any deduction.
(b) No advances on pay are granted.
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(c) Expenditure on purchases abroad borne by the Ministries of national defence has been
shown at the rate of exchange ruling at the time of purchase.

3. Civil Departments.

(a) Expenditure on military aviation and expenditure on civil aviation has been shown
under separate heads in the closed accounts, with the exception of certain headquarters expenditure.

Expenditure on civil aviation has been excluded from the Model Statement.
(b) Expenditure on the municipal and licensed aerodromes and landing-grounds does not

figure in the Model Statement. The United Kingdom delegation considers that this expenditure
is of a civil nature and does not concern national defence except to a very slight extent.

(c) All expenditure on the meteorological service has been included in the Model Statement.
(d) Special rates are granted by the railway companies under an Act of Parliament for the

transport of naval personnel. Certain shipping companies also grant concessions.
(e) Expenditure on the Imperial War Museum has been excluded from the Model Statement.
(f) No rates are paid on the buildings occupied by the territorial army. An estimate of

£200,000 has been included in the Model Statement, to represent the amount that would have
been paid if rates had been levied on those buildings as they are on other property belonging to the
national defence Ministries. This sum of f200,oo0 is, of course, an estimate.

4. Special Questions.

(a) The Model Statement for the home country includes the total expenditure on the home
armed forces. There are no formations organised on a military basis.

The Model Statement for the colonies includes the total expenditure on the armed forces of
those territories and on their formations organised on a military basis. Certain police forces have,
however, been excluded.

(b) The two Model Statements mentioned above do not include:

(I) The grant made to Iraq for her army;
(2) Expenditure connected with the local forces of the Sudan;
(3) Expenditure connected with the Shanghai volunteers.

(c) The examination of the expenditure of the whole of the British Commonwealth shows:

(I) That certain expenditure connected with the land and air forces is included both
in the Model Statement for the United Kingdom and in the Model Statement for India.

(2) That certain expenditure connected with the naval forces has been deducted from
the Model Statement for the United Kingdom because it corresponds to expenditure which
should be included in the Model Statements of other members of the British Commonwealth,

(d) There are no special funds bearing on national defence.
(e) The only autonomous establishment is the Royal Ordnance Factories, whose accounts

are published.

(I) The amount spent out of the proceeds of loans from the Public Works Loan Board
is inserted in the Model Statement, but not the annual repayments of such loans. In the case
of the Admiralty, however, the annual repayment in respect of the loan made under the Naval
Works Act of 1893 is included in the Model Statement.

(g) Pensions are excluded from the Model Statement. The half-pay of Air Force officers
was omitted by mistake from the Model Statement for air forces.

(h) There is no special stipulation relating to fluctuations in the purchasing power of the
currency. The actual cost of supplies and services is always shown in the accounts.

D. DISTRIBUTION OF NATIONAL DEFENCE EXPENDITURE BETWEEN
THE TABLES, HEADS AND SUB-HEADS OF THE MODEL STATEMENT.

I. Separation of Expenditure on the Three Forces.

There are separate Ministries and accounts for the land, naval and air forces.
The great bulk of the separate totals for expenditure on the land, naval and air forces relate

to gross expenditure of the particular Ministry concerned which has been duly audited.
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The expenditure by the Air Ministry is further divided into expenditure on:

(I) The fleet air arm; this is an integral part of naval expenditure, but it appears
in the accounts of the Air Ministry;

(2) Civilian aviation; this is not included in the Model Statement;
(3) Other services, which are included in the Model Statement of the Air Ministry.

2. Coast Defence.

The expenditure on coast defence is included in the Model Statement of expenditure on
the land forces.

3. Optional Columns.

The expenditure included in the Model Statement is not subdivided into that on " armed
forces " and "formations organised on a military basis "; neither is it subdivided between
"expenditure on forces stationed at home " and "expenditure on forces stationed overseas ".

A separate Model Statement has been supplied for expenditure on the armed forces stationed
overseas which is borne on the budgets of the colonies, protectorates and mandated territories.

4. Division of Expenditure between the Sub-heads of the Model Statement.

The figures under the various sub-heads of the Model Statement for air forces are in almost
every case audited, but their classification is not always strictly correct. Owing to the structure
of the United Kingdom accounts, the sums audited have had in many cases to be divided among
the various sub-heads of the Model Statement, in the case of the Army and Navy. This has
been done either by the use of internal accounts or by estimating that portion of the audited
figure relating to the Model Statement sub-head concerned.

These estimates have been made:

(I) By making a distribution of the audited figures in the accounts proportionate to
those shown in the estimates (which are more detailed than the accounts);

(2) By recourse to cost accounts; or
(3) By pure estimate based on administrative information.

The expenditure by other Government departments has been classified according to internal
accounts or administrative information.

In certain cases, expenditure properly relating to one sub-head has had to be inserted in
another because of the impossibility of isolating elements of an account figure. This applies
particularly to the expenditure shown by the Navy and Air Force in head IV.

5. Head IV: Separation from Other Heads.

Though, with certain important exceptions noted below, the classification of expenditure
corresponds to the instructions in the experts' report, the correctness of the figures shown in
those sub-heads cannot be guaranteed.

The inclusion in head IV of the land forces of the expenditure on the relevant military and
civil personnel, transport, buildings and maintenance has been possible only by making calculated
transfers of expenditure from heads I, II and III, based in some cases on cost accounts. The
amounts transferred are not audited.

The expenditure on the upkeep of depots of naval war material cannot be separated from
the expenditure on adjoining establishments for the manufacture of war material, notwithstanding
the budgetary experts' instructions. Consequently, the expenditure in head IV of the naval
forces is larger than it should be.

As regards the air forces, the cost of war material purchased from private firms and of
repairs carried out by contract has been included in head IV. In the case of war material repaired
in air force depots and workshops, only the cost of the materials used for such repairs is included
in the accounts. It has been found impossible to isolate the expenditure on personnel (military
and civil) engaged on the repair and maintenance of war material, and also of the overhead
charges (buildings, etc.). Consequently, as regards air expenditure the sum shown under head IV
is smaller than it should be.

6. Head IV: Division between Sub-heads.

As regards the distribution of naval expenditure between sub-heads L and M, the expen-
diture on new construction under sub-head L includes the cost of construction of the ship-i.e.,
main and auxiliary machinery, hulls and boats, armour, gun-mountings and air-compressing
machinery. It excludes the cost of guns, projectiles and ammunition, torpedoes and mines, which
are included in sub-head M.

The United Kingdom delegation regards sub-head L (ships, new construction and maintenance)
as intended to include more expenditure than Table B (expenditure on shipbuilding for the year).
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It has therefore included under sub-head L many services other than shipbuilding and ship-
repairing. It includes, for example, expenditure on stores used by ships in commission (on service),
and expenditure on the dockyards in their capacity as naval bases as distinct from their capacity
as shipbuilding and ship-repairing establishments.

7. Special Questions.

(a) Separation and Distribution of Pay and Allowances between Officers and Men. - This can
be done only by estimate in the case of all three forces.

(b) Civilian Employees. - In most cases the distribution of pay of civilian employees can
be effected only by estimate, particularly in the case of head IV.

(c) Allowances. - The Admiralty has included under pay all allowances granted to
personnel " in virtue of office ".

The War Office has differentiated between cash allowances in the nature of pay (e.g., colonial
allowance) and cash allowances given in substitute for issues in kind; the latter have been charged
to the sub-head relating to issue in kind-e.g., lodging.

(d) Cadet Allowances. - Included in sub-head D by the Air Ministry and in sub-head E
by the War Office. The Navy have none.

(e) Nurses. - These have been included by the Admiralty and Air Ministry under sub-head C,
and by the War Office under sub-head E.

(f) Police at Naval Dockyards. - These are charged to sub-head C and not to sub-head L.

(g) Maps and Charts. - These are charged by the Admiralty to sub-head L, and by the War
Office to sub-head E.

(h) Grants to Civil Aircraft Companies for training Reserve Pilots (£I78,967). - This sum
could not be divided among the relevant sub-heads of the Model Statement, and, as it relates
largely to cost of material (aeroplanes), the item is included in sub-head M.

(i) Differentiation between Egective and Non-Effective Expenditure. - (I) Rewards for
meritorious service have been excluded by the War Office and Air Ministry from their respective
Model Statements, but included by the Admiralty in its statement. The sums are not important.

(2) Certain contributions to pension funds for civilian experts employed by the national
defence Ministries have been included by the War Office and Air Ministry with pay. The
Admiralty has not included this expenditure in its Model Statement or in Table F.

E. TABLES ANNEXED TO THE MODEL STATEMENT.

Preliminary Remark. - The United Kingdom has submitted three annexed tables, one for
each of the three armed forces.

Table A.

(a) The United Kingdom has regarded as "reserves ", within the meaning of the report of
the Committee of Experts, only the "Army Reserve " and the " Supplementary Reserve ", and
not all the forces which in time of war might be utilised as reserves-e.g., the Territorial Army,
the expenditure on which is, nevertheless, included in the Model Statement, sub-head D. Conse-
quently, there is a rather noticeable difference between the ambit of sub-head D of the Model
Statement and that of annexed Table A.

(b) In the Model Statement concerning colonies, protectorates, etc., the only amount shown
in annexed Table A as expenditure connected with reserves is ~I,o4o, for Rhodesia; whereas
the amount in sub-head D of the Model Statement is £4,406. For the other colonies, there is no
annexed Table A. From one point of view, all the expenditure included in the Model Statement
for the colonies might be regarded as expenditure connected with reserves.

(c) Annexed Table A for the Air Force includes only expenditure in connection with the Air
Force Reserve proper, and not expenditure on the Auxiliary Air Force, the University Air Squadrons,
or the Voluntary Air Detachments.
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Table B.

The United Kingdom delegation has given detailed explanations to account for the differences
between the data in annexed Table B and those under head IV of the naval forces.

Table C.

The interest payable on, or the amortisation of, Public Works Loans for the Territorial County
Associations and the expenditure resulting from the Naval Works Act of I895 might be included in
this table.

Table D.

No remarks as regards the " Nil " entry.

Table E.

The £60,ooo for the "maintenance of idle plant for armour plate " are included in the Model
Statement.

Table F.

(a) It was not possible to obtain all the data which should be included in this table.
(b) The amount shown in this table does not include:

(i) Expenditure on rewards for meritorious service;
(2) Gratuities in lieu of pensions to officers whose period of service does not attain

a certain number of years;
(3) Pensions paid by the Governments of colonies, protectorates, etc., to the military

personnel under their authority.

List of Documents.

Budgetary system: Reply by the delegation of the United Kingdom to the questionnaire of the Technical Committee
(document Conf.D./C.D./C.T.i8); see also below ((-Various information concerning the British colonies, etc.))

Explanations concerning the method of fulfilment of the Model Statement (document Conf.D./C.D./C.T.ig).

Model Statement, annexed tables and reconciliation tables (document C.476.M.2o 3 .19 3 .IX (Conf.D.6)).

Model Statement and annexed tables concerning the armed forces under the control of the Governments of British colonies,
protectorates and mandated territories, of His British Majesty's Government in Newfoundland and of the Government
of Southern Rhodesia (document C.45.M.26.I932.IX (Conf.D.4 9)).

Various information concerning the British colonies, protectorates and mandated territories:
Memorandum by the delegation of the United Kingdom (document Conf.D./C.D./C.T. 3 4 );
Regulations for His Majesty's Colonial Services, October 1928;
Notes on the land and air forces of the British oversea dominions, colonies, protectorates and mandated territories

(exclusive of India and Iraq) (War Office; 26. Publications, I69I).

Estimates:

Army estimates of effective and non-effective services and supplementary estimate, I929;
Army (ordnance factories): Estimate of charge for the year I929;
Navy estimates for the year 1929;
Air estimates for the year 1929.

Accounts:

Army appropriation account, I929, with the report of the Comptroller and Auditor-General thereon, and upon othe
army accounts;

Army (ordnance factories). Accounts, 1929;
Navy appropriation account, 1929;
Air service appropriation account, 1929;
Public Departments: Gross and net cost, I929.

Observations of Technical Committee (document Conf.D./C.D./C.T. 47 ).
Replies of the delegation of the United Kingdom (documents Conf.D./C.D./C.T. 5 7 and 57(a)).
Minutes of audition meeting (document Conf.D./C.D./C.T./P.V. Audition I and corrigendum).
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DENMARK.

A. BUDGETARY SYSTEM.

I. Preparation of the Draft Budget.

The budget is prepared by the departments of State. The Minister of Finance centralises
the estimates of all the departments and himself draws up the revenue estimates. After discussing
the proposals for expenditure of the other Ministers, he draws up the draft general budget. If there is
any disagreement between the Minister of Finance and the other Ministers, the question is discussed
at a meeting of Ministers. The draft budget is drawn up in its final form by the State Council,
consisting of the ing and the a t Ministers.

2. Discussion and Voting of the Budget.

(a) The draft budget is first submitted to the Chamber of Deputies. After a preliminary
general discussion, it is referred to the Financial Commission, which draws up a special report for
each Ministry and a general report on the budget as a whole. These reports are published. The
draft budget is then debated in public in the Chamber of Deputies. The deputies have the right of
initiative in the matter of expenditure.

When the draft budget has been adopted by the Chamber of Deputies, it is sent to the Senate.
The procedure of discussion in the Senate is the same as in the Chamber of Deputies. The reports
of the Financial Commission are published. Debates in the Senate are public. The members of
the Senate have the right of initiative in the matter of expenditure, but any amendment voted by
the Senate must be referred to the Chamber of Deputies, as the final text of the budget must be
voted by the two Chambers.

Verbatim reports of the public debates in the Chamber of Deputies and the Senate are published
in the Official Parliamentary Journal.

(b) National defence expenditure is voted each year. Even if a special law provides a certain
sum to cover expenditure on supplies or works or manufacturing contracts during several years,
the amount actually to be expended in the course of each year must be entered in the annual
budget.

(c) The expenditure is authorised by law.

3. Publication of the Draft Budget, Budget and Accounts.

The draft budget and the budget as finally voted form the subject of an official publication.
The final accounts are published.

4. Conditions governing the Expenditure of Credits.

(a) The credits voted represent actual financial provision. Parliament may, however, grant
to the Executive authority to enter into commitments for several years. The work undertaken
or carried out under such authority may, nevertheless, only be paid for out of the provision
granted during the successive years.

Claims passed for payment before the end of the budgetary year may be paid during
an additional period, usually one month. After this period, no payment can be charged against the
Credits for the year which has expired.

(b) The rule of " annalite " is strictly observed; i.e., credit balances not expended at the end
of the year are cancelled.

The carrying forward of credits from one year to another is allowed, but must be authorised
by the amending budget (Budget rectificatif).

5. Division of Expenditure in Budget and Accounts.

(a) National defence expenditure is submitted and voted in main divisions (paragraphs)
and subdivisions (chapters). The main divisions are few in number; the subdivisions are detailed.

(b) The closed accounts are drawn up in the same form as the budget.
(c) Transfers can be made from budget to budget and between the different heads of each

budget. These transfers are sanctioned in the amending budget drawn up at the end of the year.
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6. Unity of the Budget.

(a) All national defence expenditure appears in the State budget.
Towards the end of the year an amending budget is drawn up which is prepared, discussed

and voted under the same conditions as the original budget.
There are special funds; these are included in the budgets and accounts, but none of them

relate to national defence (with the exception of a billeting fund (fonds de cantonnement)).
Certain national defence expenditure is included in the civil budgets.
Expenditure in respect of the Army and the Navy is shown separately. Certain expenditure,

however, is common to these two forces. Expenditure on aviation is combined with expenditure
on the Navy and the Army.

(b) In the budgets and accounts, expenditure is accounted for on a net basis.

7. Supervision during the Execution of the Budget.

Supervision over the execution of the budget is provided for in each Ministry by an auditor-
general appointed by the King on the proposal of the Minister of Finance.

The auditor-general acts both for the Minister of the Department to which he is attached
and for the Minister of Finance to whom he is responsible. He supervises all transactions connected
with the execution of the budget.

Administrators and accountants may be called to account by each of the Ministers on the
strength of the auditor-general's observations.

The auditor-general may be instructed to carry out administrative enquiries. He is also
responsible for supervising the accounting system of the Ministry to which he is attached.

8. Final Audit.

Final audit is exercised:

(a) By Government auditors appointed by Parliament, who check the accounts drawn
up by the auditors-general and submit their reports to Parliament.

The Government auditors, with the auditors-general and the chief accountant of the
Ministry of Finance, form the Council of State Accounts, a high administrative council,
which is required to advise the Minister of Finance as to the method of rendering accounts
and the instructions to be given to the auditors-general. This Council examines and suggests
reforms designed to secure uniformity in methods of audit.

(b) By Parliament itself. In the last resort Parliament approves the accounts drawn
up by the auditors-general and is thus the highest authority for the verification of accounts.

B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

i. Budgetary Year.

The budgetary year extends from April ist to March 3Ist. There is an additional period
of one month, during which payments relating to commitments entered into before April Ist
may be effected. In exceptional cases payments made after the additional period may still be
charged to the accounts of the past year.

2. Budgets and Accounts.

There are separate Ministries for the Army and Navy; Air Force expenditure is included
in that of the Army and Navy, without any separate budget or account.

3. Model Statement.

The Model Statement has been drawn up on the basis of the latest closed accounts, which
relate to the budgetary year beginning on April Ist, 1930, and ending on March 3Ist, I93I.
It refers to payments.

The tables relating to the three armed forces have been filled in.
The expenditure shown in the Model Statement is " net " expenditure. The Danish delegation

has pointed out that the total receipts which have been deducted from the Model Statement,
and which should have appeared therein, amount to Kr.3II,o98.49.

For the preparation of the Model Statement it has been necessary to some extent to divide
the figures in the closed account, this division being based upon internal documents or upon
estimates. The figures shown under the heading "Aviation" have thus been determined
approximately, as the aviation expenditure is shown in both the Army and Navy accounts.

The accounts have been published.
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4. Execution of the Budget.

Supervision during the execution of the budget is exercised by an auditor-general attached
to each Ministry and responsible to the Minister of Finance.

5. The Accounts.

The closed accounts include payments effected up to April 30th of the following budgetary
year.

The budget and the closed accounts show gross and net expenditure.
The accounts are prepared in the same form as the budget. They include all expenditure on

national defence. There are no special accounts apart from the State account. The following
establishments prepare a special budget:

The Army Gunpowder Works;
The Military Equipment Factory;
The Naval Arsenal.

6. Audit and Publication of the Accounts.

According to the law, the Minister of Finance assumes responsibility for the preparation of the
Government accounts by collecting and collating the various accounts compiled by the other
Ministries. The Government accounts are published and laid before Parliament at its ordinary
session which, under the Constitution, must take place not later than the first Tuesday in October--
i.e., in the seventh month after the end of the budgetary year.

When the closed accounts are laid before Parliament, the special accounts of the various
departments have not yet been completely audited by the Central Audit Services. At about the
date mentioned above, the accounts have to be submitted to the Government auditors, who proceed
to audit them simultaneously with the Central Audit Services, relying very largely on the work of
these services. The Government auditors report to Parliament at the next session. The accounts
are normally approved approximately twenty-four months after the expiry of the budgetary
year in question.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

i. General Remarks.

(a) The Model Statement was based upon figures appearing in the closed account or on the
budget figures.

The relation between the accounts, the budget and the Model Statement has been established
with the help of a reconciliation table. Some mistakes were, however, detected.

(b) The Danish Model Statement contains expenditure for armed forces and, in the column
for formations organised on a military basis, expenditure for frontier guards.

(c) The budgetary system has been found to present no obstacle to the inclusion of all
national defence expenditure in the Model Statement.

(d) Deviations from the instructions regarding universality of expenditure are mentioned
below.

2. Military Departments.

(a) The Model Statement includes the total amount of pay, salaries and wages without any
deduction.

(b) The settlement of accounts between the Ministries of national defence and foreign
countries is effected and recorded in the accounts at the current rate of exchange.

(c) The Danish Model Statement does not include certain expenditure shown in the closed
account as incurred for " various institutions under the Ministry of War" and for " Civil Affairs
Section of the Ministry of Marine ". Thus, expenditure for the Military Hospital, the Geodesic
Institute, the Arsenal Museum, the Lighthouse Service, the Sea-Charts Depot, the Meteorological
Institute, the sums spent on hydrographic work and the subsidy to the State wireless stations,
etc., are not included in the Model Statement.

As regards expenditure for the Lighthouse Service, the Danish delegation has pointed out that
military expenditure of this kind has been entered under heading II, L.g of the military accounts
section, which relates to expenditure on the tactical and strategical work of the naval staff.

In the case of expenditure on the Arsenal Museum, the Danish delegation has stated that the
collections in question are of a purely historical interest. The delegation does not think it necessary
to include this expenditure in national defence expenditure.
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With regard to expenditure on the preparation of maps supplied to the Military Adminis-
tration, the delegation has pointed out that the sum paid to the Geodesic Institute exceeds the value
of the maps supplied, and thus constitutes a subsidy to the Institute.

As regards ordinary hydrographic work, the delegation considers that such work is of interest
to shipping in general. The delegation has expressed the opinion that a portion of the subsidy to
State wireless stations should be included in the Model Statement.

(d) Although sums allocated for the payment of interest and amortisation of the capital
invested in the various national defence establishments are included in the closed accounts of the
Ministries of national defence, this expenditure has not been inserted in the Model Statement.

It should be noted, however, that expenditure in respect of payment of interest and
amortisation of the capital invested in the Copenhagen Military Hospital has been taken into
consideration in determining hospital charges.

3. Civil Departments.

(a) The temporary arrangement with the Kastrup civil airport is due to the fact that the
military aviation centre is to be moved and that it has provisionally the part use of the airport
in question. At Kastrup there are from ten to twelve military aeroplanes. No estimate has been
made of the value of the services thus rendered to the national defence organisation.

(b) Under the heading "Erhvervelse af Aktiver vedrCrende faste Ejendomme og Anlaeg" we find
the following items, which partly relate to national defence but are not included in the Model
Statement:

Army Gunpowder Works;
Military Clothing Workshops;
Ministry of War;
Ministry of Marine.

The last item also includes a sum of Kr.6o,997.43, representing a "Balance due in respect
of a loan granted previously to the Ministry of Marine by the Finance Ministry for the purpose
of building and equipping a Marine Hospital".

A certain sum in respect of the demolition of part of the guards' barracks was not entered
in the Model Statement.

(c) The Model Statement includes no expenditure in respect of the audit activities of the
auditors-general. The delegation is nevertheless willing to prepare an estimate of auditing costs
if such should be required.

(d) No expenditure in respect of the Red Cross is entered in the Model Statement.

4. Special Questions.

(a) The extent to which expenditure for frontier guards should be included in the Model
Statement can only be settled after the general question as to what formations are to be regarded as
formations organised on a military basis has been decided.

(b) In the event of military premises being damaged by fire, the cost of repair does not
appear in the closed accounts of the War Ministry, unless the amount of insurance paid exceeds
the total cost of the repairs. Moreover, it is the State which covers the risk of fire through the
medium of a State fire insurance fund.

(c) Special Funds. - All the accounts of the Ministries and State institutions must appear
in the Government accounts. Apart from these accounts, there are therefore no special funds.

(d) Autonomous Enterprises. - There are three establishments manufacturing armaments
which enjoy budgetary autonomy-viz., the Army Gunpowder Works, the Military Equipment
Factory and the Naval Arsenal. The separate accounts of these establishments appear in the
general accounts. Part of the revenue of these establishments corresponds to the amount of the
payments made by the Defence Ministries.

Supplies delivered to State factories are paid for exclusively out of the budgets of these
factories. The Danish delegation has given detailed information regarding direct allocations and
fiscal privileges granted to these establishments.

(e) There are no extra-budgetary resources and no private organisations connected with
national defence.

Deductions. - In several cases the sums shown represent net expenditure instead of gross.
The Danish delegation has supplied all the explanations necessary for the reconstitution of the
figures of gross expenditure.

(f) The proceeds of State loans are never allocated to any special purpose, whether military
or other.

(g) Expenditure for temporary assistance has been shown in error in the Model Statement.
This expenditure should have been shown in Table F.
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D. DISTRIBUTION OF NATIONAL DEFENCE EXPENDITURE BETWEEN
THE TABLES, HEADS AND SUBHEADS OF THE MODEL STATEMENT.

i. Separation of Expenditure on the Three Forces.

There are separate Ministries for the Army and the Navy. Where the necessary closed accounts
are available, expenditure on each of the three forces has been divided according to those accounts,
but it has in many cases been necessary to make the separation on an estimated basis. The division
between the war material of the three forces has been made by assessment. Some difficulty has
been experienced in dividing navy and aviation expenditure, and in general the division has been
made by estimate, but costs of upkeep of existing vessels, new construction 'and exploitation
have been exactly recorded in the account. Expenditure on recruiting has all been assigned to
the army.

2. Coast Defence.

The cost of coast artillery appears, in accordance with the rules, in Table C, but as the
estimates are not made in an independent budget, and as certain expenditure cannot be separated
with exactness, the division of the sum allocated to coast artillery is not based upon the closed
accounts.

3. Optional Columns.

In Table B only the column regarding formations organised on a military basis stationed
in the home country has been filled up. The question was raised whether expenditure on certain
frontier guards (Customs police) should be shown in the Model Statement, and this point will be
dealt with when the competent authorities have come to a decision regarding formations organised
on a military basis.

4. Division of Expenditure between the Subheads of the Model Statement.

The division of expenditure between the various subheads of the Model Statement has been
effected as far as possible on the basis of the figures in the closed accounts. Where the closed
accounts did not give the necessary information, an estimate has been prepared, based upon a
careful study of the character of the expenditure in question.

The accounts of the Navy in particular were prepared at a time when the division of expendi-
ture had not been entirely ascertained, and in certain points the reconciliation table is defective.

A portion of the expenditure for lighting and heating and certain expenditure in connection
with barracks should have appeared in Subhead K.

5. Head IV: Separation from Other Heads.

Generally speaking, no great difficulty has been experienced in separating expenditure coming
under this head. Certain expenditure on staff which should have appeared under this head, as
being part of the overhead expenses connected therewith, has been specified by the Danish
delegation.

Expenditure in connection with motor-cars has been shown in Subhead G instead of in
Subheads M and Mbis, as prescribed by the experts.

6. Head IV: Division between Subheads.

Certain expenditure relating to artillery material, ammunition and guns for the infantry,
and generally to the purchase and upkeep of war material, has been allocated to Subhead N,
and not to Subheads M and Mbis. The Danish delegation has furnished the necessary explanations
to enable the sums appearing in these subheads to be corrected.

Subhead L includes expenditure on the construction of new vessels, including their armament
and maintenance, but not including the maintenance of the armament, as this latter item appears
in Subhead M of the Model Statement.

7. Special Questions.

Civilian Employees. - In certain respects the Danish Government has not followed the
instructions relating to the distribution of expenditure on civilian personnel. The delegation
agrees that a more accurate distribution could be made.
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Allowances. - Allowances paid in cash to personnel have been shown under Subheads A
and B, with the exception of entertainment allowances, which have been shown under Subhead E,
and removal expenses, which have been divided between Subheads A and G.

E. TABLES ANNEXED TO THE MODEL STATEMENT.

I. Preliminary Observations.

Denmark has supplied a single set of annexed tables for the three armed forces.

Table A.

(a) The Danish delegation has furnished a reconciliation table to explain the two figures
in annexed Table A. It is a moot point whether it would not, in one sense, have been better to
enter in Subhead D of the Land Forces and in annexed Table A the amounts of Kr.38I,8o6 and
Kr.53,o75 of Chapter II A (2 and 4) inserted in Subhead B of the Model Statement. It has been
observed that the expression " Men called up " given in several subheads has caused a certain
amount of confusion, as in some armies the term is applied to reservists called up for service
with the colours.

(b) The Danish delegation has given an estimate of expenditure in connection with remuner-
ation, maintenance of the reserve, etc., and also for expenditure incurred in respect of special
schools for reservists (officers, n.c.o.s and men).

(c) Reserve officers, whether with the colours or at home, receive an annual remuneration;
this, however, does not apply to naval reserve officers, who receive no pay or allowances except
during the periods when they are called up.

(d) Table A includes, in the case of the War Ministry, expenditure relating to the remuner-
ation and allowances for calling up paid to officers and n.c.o.s in the reserve (see Law No. 126
of June 27th, 1927, regarding State employees, Sections 823 and 893), and also pay for officers,
n.c.o.s. and men liable for military service during the periods of additional training.

In the case of the Navy, annexed Table A shows the pay of reserve personnel, but not board
and maintenance allowance paid to such personnel, as such sums can only with great difficulty
be separated from the corresponding allowances paid to the personnel of other categories.

In the case of naval aviation, however, it has been found possible to make this separation;
the pay and allowances of reserve aviation personnel is therefore shown in annexed Table A.

Table B.

(a) There is a discrepancy, though a small one, between the figures of annexed Table B
and those of Subhead L of the Model Statement, as internal accounts had to be used.

(b) Expenditure on the material shown below has been treated as expenditure on "naval
construction ":

Auxiliary engines,
Armour,
Gun mountings,
Boats and launches,
Navigating instruments,
Hydrographical charts,
Furniture,
Electrical and radio equipment,
Torpedo tubes and equipment,
Fire control apparatus with electrical wiring,
Searchlights,
Optical and sound apparatus of every kind,
All other equipment, accessories, spare parts, etc., for vessels.

On the other hand, expenditure in connection with " hydrographical charts " has not been
regarded as expenditure on " naval construction ".

Table C.

The " nil " entry calls for no remark, as it is doubtful whether:

(a) The credits carried forward should be included in annexed Table C;

(b) The balance of the credit for Kr.3o,ooo,ooo entered in the 1923 budget should be
included in Table C. In any case, no further balance of this amount is available.
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Table D.

No remarks on the "nil " entry.

Table E.

No remarks on the "nil" entry.

Table F.

No remarks on the figures in annexed Table F, as their origin is very clearly indicated in
the documents submitted.

List of Documents.

Budgetary system: reply of Danish delegation to the Technical Committee's questionnaire (document Conf.D./C.D./
C.T.42).

Model Statement (document C.555.M.226.1931.IX [Conf.D.I2]).

Explanations in regard to the Model Statement. Annexed tables. Reconciliation table'(document Conf.D./C.D./C.T.55).

Budget:
Finance Act, 1930-3I (" Finanslov for Finansaaret fra I. April 1930 til 3I. Marts I93I ").
Excess Votes Act, 1930-31 (" Lov om Tillaegsbevilling for Finansaaret fra I. Aprilg930 til 31. Marts I93I ").

Closed accounts:
Closed accounts for I930-3I (" Statsregnskab for Finansaaret 1930-31 ").
Translation of parts of closed accounts relating to national defence expenditure.

Observations of Technical Committee (document Conf.D./C.D./C.T.7I(i)).

Replies of Danish delegation (document Conf.D./C.D./C.T.97).

Minutes of audition meeting (document Conf.D./C.D./C.T./P.V.8, audition, and corrigendum).

Additional information (document Conf.D./C.D./C.T.I5I).
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UNITED STATES OF AMERICA

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The estimates of expenditure are drawn up in each administrative department and in
autonomous institutions by a special official in charge of the budget. After approval by the head
of the department, these estimates are sent to the Bureau of the Budget before September I5th.

The Bureau of the Budget is one of the services of the Treasury Department; it is placed under
the authority of a director appointed by and directly responsible to the President.

The director of the Bureau of the Budget collects and revises the various estimates, and
submits the result of his work to the President in the form of a summarised statement.

The President is empowered to revise all estimates with the exception of those relating to
congressional services and the Supreme Court.

2. Discussion and Voting of the Budget.

(a) After being thus given its final form, the draft budget is transmitted by the President
to Congress seven months before the beginning of the fiscal year, accompanied by an explanatory
message from the President and a budgetary statement prepared by the Secretary of the Treasury.

The President's message shows the total credits (appropriations) required and gives an estimate
of the disbursements which it will be necessary to make during the fiscal year.

The credits alone have to be voted by Congress.
The draft budget is examined in the first instance by the House of Representatives. The

sub-committees of the House Committee on Appropriations discuss the President's proposals in
detail and introduce such changes as they think fit. Their discussions are recorded in public
documents entitled " Hearings " of the House of Representatives. The draft law is then discussed
in plenary session and the debates are recorded in an official document (Congressional Record).

As soon as the budget of a department is adopted by the House of Representatives, it
is sent to the Senate, by which it is examined and voted in accordance with the procedure
described above in regard to the House of Representatives.

If the draft law, as finally adopted by the Senate, differs from that voted by the House, the
drafts voted by the two chambers respectively are referred to a conference composed of managers
representing the House and Senate, which reconciles the two texts. The report of this conference,
when duly approved by each of the two Houses, becomes law on receiving the President's assent.

The President is empowered to veto a draft budgetary law adopted by Congress and to refuse
to enact it. Congress may, however, override the President's veto by a two-thirds majority.
If a two-thirds majority is not available, a new draft budget is prepared with a view to examination
and discussion in accordance with the procedure described above.

The Congress enjoys an unrestricted right of initiative in budgetary matters.

(b) The greater part of national defence expenditure must be voted by Congress each year.
In the case of certain items, however, there are permanent appropriations or appropriations
covering a period of years.

The national defence budgets (army and navy) are voted separately and, like the estimates
of all other departments, are, in practice, adopted before the beginning of the fiscal year.

When the budget has not been voted before the beginning of the fiscal year, Congress
ordinarily enacts a concurrent resolution of both Houses appropriating funds for the fiscal year
on the same basis as the appropriations for the previous fiscal year, authorising expenditure during
each month at the rate of one-twelfth of the total appropriation for the preceding fiscal year.

(c) Expenditure for national defence purposes can in no case be effected without the previous
authorisation of Congress.

All expenditure in excess of credits and all expenditure not provided for in the budget must
be previously authorised by Congress while the budget is still in course of execution. To this end,
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the President may from time to time lay before Congress supplementary or deficiency estimates
of expenditure with a view to the voting of:

(I) Credits which have become necessary through the application of laws voted after
the submission of the budget, or of credits required in the public interest;

(2) Credits to cover excess expenditure on national defence, due to unforeseen
emergencies.

Such estimates are accompanied by explanatory statements and, in most instances, by
proposals as to the manner in which the expenditure may be covered.

3. Publication of the Draft Budget, Budget and Accounts.

The draft budget and the budget as finally voted are reproduced in official publications,
which are distributed to all administrative departments, autonomous State establishments, libraries
and research services. Copies may also be purchased from the Government printers by anyone
who so desires.

The final accounts (Combined Statements) are published.

4. Conditions governing the Expenditure of Credits.

(a) The vote of an appropriation by Congress limits the total commitments which may
be entered into either during the course of one year or in the course of several successive years,
according to the nature of the appropriation.

There is no time-limit on the expenditure relating to the various continuing or permanent
appropriations; it is shown in the accounts of the year during which it was effected.

Payments are charged to the budgetary credits or the balances of the budgetary credits
during a period which varies according to the nature of the credits (three years for annual credits).
On the expiry of such periods, the balances of annual credits are cancelled and covered into the
Surplus Fund of the Treasury. As regards credits for a longer term, whenever it is found that
no payments have been made over a period of two years, the balance outstanding may also be
covered into the Surplus Fund of the Treasury.

Payments relating to national defence are therefore shown in the budgetary accounts of the
defence departments and may also appear, to an insignificant extent, in the budgetary accounts
of the Treasury.

(b) A large part of national defence expenditure is voted annually.
The period of validity of budgetary credits, indeed, differs according to their character.

In this connection, credits may be divided into three distinct categories:

(i) Annual appropriations. These credits are voted for one year and can only be
employed during the fiscal period to which they apply.

(ii) Continuing appropriations (not specifically connected with any year) which remain
available until exhausted or until the activities for which they were provided are terminated
(e.g., public works).

(iii) Permanent appropriations of unspecified or specified amount. These are credits
provided for a given period under laws having a permanent character, which do not
require a fresh decision by Congress each year.

In I930, the proportion of national defence expenditure covered by annual appropriations,
as compared with permanent and continuing appropriations, was 99.58 per cent in the case of
the Army and 80 per cent in the case of the Navy.

The rule that unused credits are automatically cancelled at the end of each year only applies
to category (i) above. The difference between the amount of such credits and commitments
entered into may not be used after the end of the fiscal year for which the credits were voted.

In the case of continuing and permanent appropriations, commitments may be entered
into, both in the fiscal year in respect of which the credits were voted and also in subsequent
years.

5. Division of Expenditure in Budget and Accounts.

(a) National defence expenditure is shown under numerous divisions and sub-divisions.
The budget is highly specialised. The titles of the divisions and sub-divisions specify clearly
the purpose of the expenditure.

(b) The Combined Statement shows the expenditure under the same headings as the budget,
but with less detail.

(c) Transfers between budgets, as also transfers between the divisions and between the
sub-divisions of any one budget, are not permitted unless specially authorised by law.

6. Unity of the Budget.

(a) All Federal expenditure anticipated in respect of a given fiscal year is included in
the general budget. The Presidential message referred to in point 2 includes a statement of the
credits granted for a single fiscal year, and also the balance as of July Ist of continuing and
permanent appropriations determined on November Ist.
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There are special funds (earmarked revenues) and trust funds; but all such funds are shown
in the President's message to Congress, in the budget and in the accounts.

With rare exceptions, there is no national defence expenditure in the budgets of the civil
departments.

Certain State budgets include expenditure on the naval militias of the State concerned,
which in the majority of cases form at the same time part of the Naval Reserve.

No national defence expenditure is included in the separate budgets of the colonies, but
they may include expenditures on militia forces comparable to the National Guards of the several
States.

Army and navy expenditure is shown separately.
The air force expenditure, which is combined with that of the army and navy, is not separately

shown.

(b) The budgets and accounts show gross expenditure; revenue paid into the Treasury
cannot be drawn out except under an appropriation Act by Congress. In this case, expenditure
out of such revenues is shown in the accounts as an addition to similar expenditure out of
budgetary credits.

7. Supervision during the Execution of the Budget.

Supervision during the execution of the budget is carried out:

(a) By the administrative superiors of the responsible agencies (supervision of the
monthly, quarterly or other accounts, vouchers, schedules of payments, etc.). The high
officials responsible decide upon such measures as are suitable for the supervision of their
own services;

(b) By the Secretary of the Treasury, whose accountancy service checks the expenditure
of public funds by all administrative departments in the light of the accounts which he
periodically receives from the departments in question;

(c) By the Comptroller-General, who is appointed for fifteen years by the President
with the approval of the Senate. This appointment is not renewable. The Comptroller-
General can only be removed by a joint resolution of Congress on grounds of permanent
incapacity, inefficiency, neglect of duty, malfeasance in office or felony.

All papers having to do with the withdrawal of funds from the Treasury, after signature
by the Secretary of the Treasury or by the officials appointed by him, must be counter-signed
by the Comptroller-General. All warrants drawn on the Secretary of the Treasury for advances
to a disbursing officer are sent to the General Accounting Office (which is under the immediate
authority of the Comptroller-General) for approval before being acted on by the Secretary of the
Treasury. After such warrants are issued by the Secretary of the Treasury, they are counter-
signed by the Comptroller-General.

Cheques issued under such payment orders and warrants are charged to the corresponding
credits in the books of the General Accounting Office. This service, as well as the Comptroller-
General, is thus able to ensure that credits are not exceeded.

8. Final Audit.

Final audit is carried out by the Comptroller-General and by Congress.
(a) The Comptroller-General has the right to make enquiries at the seat of Government

or elsewhere into all matters connected with the receipt, disbursement or allocation of public
funds. He reports in writing to the President, if so required by the latter, and to Congress on
the work of the General Accounting Office, and makes recommendations with regard to such
legislation as he considers necessary to ensure the prompt and regular submission and settlement
of accounts. He further draws the attention of Congress to all expenditure or contracts concluded
by a department or establishment in any year which involve infringement of the law. He
shall make such investigations and reports as shall be ordered by either House of Congress or
by any committee of either House having jurisdiction over revenue, appropriations or expenditure.

He lays down the procedure to be followed in connection with the submission of accounts
by the various departments and establishments and for the examination of fiscal officers'
(disbursing officers) accounts and claims against the United States.

The Comptroller-General is the highest authority in the matter of the audit of the accounts.
(b) Congress does not audit the accounts, nor is it responsible for approving them. On

the basis of the Comptroller-General's report, however, it has full powers to set up special
committees for the purpose of enquiries into the management of public funds.

The final accounts (Combined Statement of Receipts and Expenditures) show in respect of
each expropriation account appearing in the books of the Treasury the balances available in
the Treasury and disbursing officers at the beginning of the fiscal year, the expenditure of the
year, whether effected by warrants or cheques, and the balances of appropriations carried over
from previous financial years, which by operation of law were returned to surplus funds of the
Treasury, and the unexpended balances remaining in the Treasury and in the hands of
disbursing officers at the end of the fiscal year.


