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B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

i. Budgetary Year.

The budgetary year runs from July Ist to June 30th. The accounts of the expenditure
in a fiscal year are closed as from the last day of the fiscal year-i.e., June 30th-and any payment
made after that date cannot be included in the accounts of the prior year.

2. Budgets and Accounts.

There are two Departments charged with national defence, the War Department and the
Navy Department. There is no separate Department of Air and no separate account for the
expenditure on the air forces, which is included in the accounts of the army and navy.

3. The Model Statement.

(i) The Model Statement relates to expenditure in the fiscal year I929-30.
(ii) The tables for the three components of the armed forces have been completed. But

all the expenditure on the air forces appearing in Table D is also shown either in Table B or in
Table C.

(iii) (a) The expenditure shown in the Model Statement for the army refers to the
cash disbursements made out of the money appropriated for the particular year, plus the
liabilities incurred but not paid during that year. The figures arrived at on this basis are taken
from the Budget Statement of the second year after the year to which they relate.

The expenditure of the War Department is divided between "military " and " non-military"
activities. The total expenditure for the former is published in several documents, the figures
of which do not exactly tally-viz.,

The Message of the President, page A.87 of budget 1932;
The Combined Statement (page 388);
The Report of the Secretary of War (page 284);
The figure in the Model Statement taken from the column "Actual and Obligated

Expenditure for I930 " in the estimated appropriations for I932.

The figures in the first three documents represent cash disbursements and exclude commitments
made during the year. They are made up from the same figures-viz., those given in the Combined
Statement-the differences being due to intelligible rearrangements of the actual figures. The
figures for the last, as explained above, show actual expenditure plus commitments in respect of
appropriations voted for I930; they exclude expenditures from appropriations available from other
years, which are included in the first three figures.

For the purposes of the Model Statement, the American Government selected the figures
shown under the " 1930 actual" column in the budget for I932 in preference to the cash
disbursements shown in the Combined Statement, because, " under the rules and regulations
promulgated in accordance with the law by the President, expenditure for these departments
(i.e., army and navy) for any fiscal year is defined to be commitments entered into during that
fiscal year ". The American delegation states that it would be possible to base the Model
Statement on the accounts of cheques issued, if the President of the United States so authorised.
As regards the War Department, the delegation says that the Model Statement can be compiled
either from the budget or from the Combined Statement.

(b) The expenditure on the navy as given in the Model Statement represents " payments and
accruals " relating to I930. It includes audited cash expenditure and the sums due to civil and
military personnel up to the end of the fiscal year, together with certain other miscellaneous
expenditure (accruals). The naval figure is taken from the report of the Paymaster-General of
the navy; it is dated September 24th, I930-i.e., within three months of the end of the fiscal
year and over two months before the publication of the final audited accounts (i.e., the Combined
Statement) on December Ist, I930. The figures in the statement of the Paymaster-General of the
Navy are not vouched for by the Comptroller-General, though some 60 per cent of the individual
figures from which the statement is made up have been audited by him in the ordinary course of
business.

The total expenditure of the navy is published in several places, and the figures are not always
the same:

The Message of the President, pages A.8 and A.67 of the budget for I932;
The Combined Statement, page 378;
The report of the Paymaster-General, page 5Io.

The differences between the various figures are due to the fact that each of these reports
has a different object, with the result that particular items are omitted in one and included in



42 

another. But the annual report of the Paymaster-General and the Combined Statement for any
given period contain the whole of the expenditure on the navy, however the headings may vary.
For the purposes of the Model Statement, the annual report of the Paymaster-General has been
used, in consideration of the form of the recapitulatory tables and the detailed additional parti-
culars which it contains.

The United States delegation states that, in the case of the Navy Department, there are no
specialised accounts, outside the Paymaster-General's report, from which the Model Statement
could be compiled in the event of the figures of the Combined Statement not showing sufficient
detail.

(c) All air expenditure is included in the army and navy accounts. These accounts contain
a certain number of heads that relate to air only. The air expenditure in the Model Statement
is composed of two parts:

(I) That relating to army aviation;
(2) That relating to navy aviation.

The former total is extracted from the figures given in the army Model Statement; where
special air items do not exist in the budget, recourse was had to estimation. The latter total is
taken from the " Hearings on the Naval Appropriation Bill for 1932 ", pages 475 et seq. It is
there described as " estimated cost of the air service ", and the figures are taken from departmental
sources (note 2 on page 477 of the "Hearings "). This document gives in some detail the
" estimated cost of the air service ". The total, however, does not agree with the total given in
the Model Statement, because, though as regards naval aviation the figures used are the same in
both cases, as regards army aviation the bases of the two sets of figures are different. The figures
given in the " Hearings ", so far as expenditure by the War Department is concerned, are not
official.

(d) There is no expenditure from civil budgets in respect of defence; but cost of postage is
not charged by the Post Office to the defence departments. Consequently, no figures from civil
budgets are used in the compilation of the Model Statement.

4. Execution of the Budget.

Payments in respect of the defence budgets are made by disbursing officers of the departments
concerned out of credits issued to them by the Treasury and countersigned by the Comptroller-
General. In certain cases, however, the Treasury may make payments direct. Payments made
by the disbursing officers are subject to administrative analysis and examination by the Chief
Finance Officer concerned.

5. The Accounts.

(i) The expenditure of the year is given in the document known as the " Combined Statement
of Receipts and Expenditures, Balances, etc.,of the United States ", submitted by the Secretary
of the Treasury to Congress. It shows the expenditure of each department for the twelve months
under the headings of the budget.

Statements are also published by the Paymaster-General of the Navy and the Secretary of
War. The bases of the expenditure figures shown in these statements differ: their nature is
explained below.

(ii) The Combined Statement. - In this document expent enditure for the year is shown as
incurred on the basis of (a) warrants issued, (b) cheques issued. The former represents the
amounts of money issue by the Treasury to disbursing officers to enable them to meet Federal
expenditure. The latter represents all payments actually made during the fiscal year in respect
of debts. It is the latter which is important from the point of view of the Disarmament Conference.
The expenditure on the basis of cheques as given in the Combined Statement represents cash
disbursements made during the twelve months in payment of Government obligations, without
regard to the fiscal year in which the funds may have been placed to the credit of the disbursing
officers by warrant. They include, not only payments in respect of money voted by Congress for
the year in question, but payments made out of certain unexpended balances of moneys voted in
previous years. These payments are shown separately from the payments made in respect of
the appropriations voted for the year in question.

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

(iii) The Report of the Secretary of War. - The Secretary of War, in his report, publishes
an account of expenditure on the army, shown under the same headings as the budget, but with
less detail in regard to particular items.

His report contains, amongst other figures, the same figures for cash disbursements made
within the twelve months as the Combined Statement, but they are differently arranged.



- 43 

(iv) The Report of the Paymaster-General for the Navy. - The appropriation headings
in the report of the Paymaster-General for the Navy are the same as those of the Combined State-
ment and the budget. The report also shows the expenditure under each appropriation in great
detail, in accordance with a classification which does not appear in the Combined Statement and
is quite different from that of the budget.

All expenditure effected directly or indirectly by the Treasury is included in the report of
the Paymaster-General for the Navy, if it is shown in the Combined Statement as appertaining
to the navy account.

(v) Special and Trust Funds. - Any payments out of these that might relate to defence
expenditure are subject to the same audit as that of the defence accounts and are included in the
combined statement. There is no defence expenditure from special accounts or from trust funds
that is not included in the army and navy budgets.

(vi) Unexpended Balances. - The fact that, after three years, payments from annual credits
are not included in the budgetary accounts, but placed to a special allocation shown in the Treasury
accounts, makes it possible that certain payments relating to national defence might be included
in the Treasury accounts. The amount payable direct by the Treasury, however, must be very
small.

6. Auditing and Publication of Accounts.

After the administrative scrutiny, all accounts are passed to the General Accounting Office
for final audit. The General Accounting Office is under the independent control of the Comptroller-
General.

The report issued by the Comptroller-General does not contain the detailed accounts of the
various services but the general result of his investigations. His report is submitted to Congress
at the beginning of each session. It is published about five months after the close of the
fiscal year.

The receipts and expenditure which have been audited during the year by the General
Accounting Office are published by the Treasury in the Combined Statement which is submitted
to Congress five months after the close of the financial year. The approval by Congress of the
final accounts (Combined Statement) does not take the form of a law. The last closed and published
accounts relate to the year I930-3I.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

i. General Remarks.

(a) The relation between the figures of the column "Expenditures and Obligations for I930",
of the army estimates for 1932 and of the report of the Paymaster-General for the Navy on the
one hand, and of the Model Statement on the other hand, is shown by means of reconciliation
tables.

(b) The American Model Statement comprises expenditure in respect of the armed forces only.

(c) The following difficulty has been experienced on account of the budgetary system. The
figures included in the Model Statement for the air forces are based upon a rough estimate only,
as the War Department and the Navy Department are each responsible for their own section
of the air forces. This remark applies more especially to the allocation of expenditure in respect
of supplies furnished to the army air service during the I930 fiscal period.

(d) Derogations from the instructions relating to universality of expenditure have been
noted in certain cases mentioned below.

2. Military Departments.

(a) The Model Statement shows the total amount (gross) of the pay, salaries and wages
without deductions.

(b) As regards air service expenditure during the fiscal year 1930, it should be observed
that the expenditure in respect of certain deliveries of stores relates to purchases made prior
to 1930, the cost of which would have been entered in the Model Statement for the year during
which payment was made; they are not included in the Model Statement for I930. The United
States delegation contends that the inclusion of the cost of stocks purchased in a previous year
is a mistake, on the ground that it is likely to lead to duplication.

(c) Payments are made at the daily rate of exchange on the date of payment or on the date
on which the foreign currency is purchased.
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3. Civil Departments.

(a) No expenditure in respect of the National Advisory Commission of Aeronautics has been
included in the Model Statement. Indirectly, this Commission may be of service to the national
defence organisations; but it was not set up for this purpose, and its primary object remains
the development of civil aviation. It is impossible to make any estimate in regard to cases
where civil aerodromes have been used for military purposes. During the Committee's discussions
it was suggested that the military authorities might perhaps render services free of charge to the
National Advisory Commission of Aeronautics or to other organisations concerned with civil
aviation. Similarly, it was suggested that such organisations might perhaps be required to place
their personnel and equipment at the disposal of the national defence authorities in time of war.

(b) The United States delegation considers that none of the expenditure incurred for the
civil navigation signal service or for the construction of roads and "marine navigation facilities"
should appear in the Model Statement. Such expenditure is incurred primarily for commercial
purposes.

(c) It is not considered that any part of the expenditure on the meteorological service relates
to national defence.

(d) No expenditure in respect of the Federal geographical and cartographical services has
been included in the Model Statement. The price paid for maps by the military authorities is the
same as that paid by all other purchasers. It appears, however, that only a part of the total
expenditure of the military survey has been included in the Model Statement. It would be
interesting to know the reasons for this procedure.

(e) No expenditure relating to national defence services is effected by the civil departments.
The telegraphic service is in the hands of private companies. The expenditure in respect of the
telegraphic service has been included in the Model Statement. The postal service is a Federal
service, but there are no exact accounts of the expenditure incurred for the different Government
departments.

(i) None of the expenditure in respect of roads, ports and canals is connected with military
purposes. For historical reasons, expenditure of this kind effected by the War Department is
entered in its own budget under the heading " Non-military activities under War Department ".
There are also other items under this heading which have no connection with national defence.
This expenditure has not been included in the Model Statement. The Model Statement never-
theless comprises certain items of non-military expenditure-for example, expenditure in respect
of " care of lepers ", " State marine schools ", " temporary Government West Indian islands ".
Such expenditure must be regarded as having a non-military character.

There is also expenditure on the administrations of the overseas possessions, which is not
military in character but has been included in the Model Statement owing to the impracticability
of separating it from the other appropriations and accounts. The United States delegation
stated, however, that it would be possible to make an evaluation.

(g) As regards expenditure on rivers and harbours, the only items included in the Model
Statement are the pay and allowances of the military personnel. Work in connection with rivers
and harbours is regarded as purely civilian in character.

(h) The allocation of Shipping Board loans enables the military authorities to prescribe
certain modifications in design for ships, with a view to adapting them to war-time requirements.
It is, however, impossible to calculate what proportion of the expenditure of the Shipping Board
can be regarded as having been effected with this object. The American delegation was, moreover,
of opinion that such sums could not be regarded as naval expenditure within the meaning of the
Convention, as the contracts contain no stipulation regarding the naval value of the vessel. It
must nevertheless be emphasised that the vessels have been constructed with a view to possible
employment as auxiliary vessels. The vessels belonging to the Shipping Board, on the other
hand, have been built for commercial purposes only.

(i) No expenditure in respect of audit and examination of the accounts is shown in the Model
Statement.

(j) Expenditure on the American Red Cross has not been entered in the Model Statement,
because, in the opinion of the United States delegation, this organisation has no connection with
national defence purposes in time of peace.

4. Special Questions.

(a) In the United States there are no formations organised on a military basis under Federal
control within the terms of the draft Convention.

There are, however, training camps for reserve officers which are held in the summer and
military training camps in which military training is given to young men of from I6 to 20 years
of age. All the expenditure relating to such camps appears in the Model Statement, because they
are military activities administered by the War Department.

Expenditure in respect of the National Guard is to be considered as national defence expend-
iture. The total expenditure of the Federal Government in respect of the National Guard is
included in the Model Statement. The expenditure of the various States is not so included.
The United States delegation stated that, though it is possible to show the Federal Government's
expenditure on the National Guard, no means exist of ascertaining the expenditure of the various
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States. There is, indeed, no legal means of requiring the States to submit such figures, and there
would be no legal basis for their limitation. The constitutional difficulties in the way of a prohi-
bition of the carrying of arms are serious, as it would be necessary to obtain the assent of forty-eight
States. The Federal Government is not empowered to employ the National Guard, unless mobi-
lisation has been ordered.

The United States also possess coast guards. They cannot, however, be employed unless
mobilisation has been ordered. Pending the settlement of the question of formations organised
on a military basis, it is not possible to decide whether expenditure on coast guards should be
included in the Model Statement or not. Such expenditure has not been entered in the Model
Statement for I930.

(b) Expenditure relating to the Panama Canal is to be regarded as commercial expenditure,
with the exception of sums expended for strategic purposes such as railways, roads, etc. All
expenditure connected with military purposes of this kind has been entered in the Model
Statement.

(c) Apart from the credits included in the normal budget, there are no budgets, funds or
special accounts from which sums might be drawn to cover national defence expenditure.

The special funds of the War and Navy Departments are intended either for the maintenance
of stocks or to facilitate accountancy operations; in certain cases, the funds are derived from
deposits made by enlisted men which the Government administers on their behalf, without their
being Federal property.

A list of these funds has been submitted.
(d) In the Paymaster-General's annual report there is an entry of $7,987,910 under the

heading " Material taken up on stock records in advance of public voucher abstracts ". The
material in question, if used in the course of the fiscal year, would be shown under the navy appro-
priations at the moment of issue, and so would appear in the Model Statement.

(e) Moneys derived from the sale of Government stocks are paid into the United States
Treasury.

(/) There are measures for industrial mobilisation, and the expenditure relating thereto
is shown in the Model Statement. No measure of this kind has been taken in connection with
aviation material.

(g) The expenditure for troops stationed in China and Panama has been distributed between
the appropriate heads of the Model Statement.

(h) No expenditure has been effected out of the proceeds of loans raised exclusively for
national defence purposes.

(i) Liabilities in arrears have been included in the Model Statement.
(j) Deductions. - The Model Statement, generally speaking, shows gross expenditure. When,

however, a service supplies material to the army or navy with a consequent loss of its own right
to use it, the value of the material is in certain cases refunded to that service. In cases where
material has been supplied to the army or navy without payment, the corresponding value has
not been entered in the Model Statement.

All Government property is tax-free. Local authorities do not supply troops with lodging,
water, light or similar services free of charge.

(k) Pensions. - Pensions have been left out of the Model Statement and entered in Table F.
Retired pay is only paid to retired officers and men of the regular service who may be called to
the colours at any moment. As the result of an error, such expenditure has been included both
in the Model Statement and in annexed Table F.

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.

In the Model Statement submitted, the whole of the defence expenditure is divided between
the army and navy, for each of which a Model Statement has been prepared. Expenditure on
the air force is included partly in the former and partly in the latter. A separate Model Statement
for air expenditure has, however, been submitted by the United States delegation for the use of
the Committee.

For the army, the figures taken are those given in the column " Actual Expenditure and
Obligations for i930" published with the I932 Budget.

For the navy, the figures taken are those given in the Paymaster-General's report of the
navy.

For the air force, estimated figures based on the army figures and on the navy expenditure
for 1930 given in the " Hearings on the Naval Appropriation Bill, 1932, " have been used.

These basic figures have different significations, which are explained in Chapter B.
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As no separate audited account is published for air expenditure, special steps had to be taken
to show it in the Model Statement. The air expenditure comprises: (a) military aviation;
(b) naval aviation.

As regards military aviation, the proportion of expenditure in respect of general service and
supplies allocated to the air force under heads I, II and III has been calculated on the basis of the
comparative strength of effectives between the air arm and the other arms of the land force. The
strength of the air corps for I930 was I21/2 per cent of the total army strength. Expenditure
figures for military aviation war material, however, are not calculated on this basis, but are taken
from the separate sub-heads for the air force which exist in the army budget.

The American delegation maintains that the calculation of expenditure on the basis of the
proportion of effectives is not accurate, and for this reason has refused to separate expenditure on
the air corps from the expenditure on the land and sea forces. In applying this proportion of
I21/2 per cent, error has crept in, because the calculation has been made on the basis of all army
expenditure, both military and non-military.

The cost of aircraft-carriers is included in the cost of new construction of the navy, as well as
in the air Model Statement. The result is that the figures for the air force may be considerably
greater in the case of the United States than for those countries where costs of ship operation
and construction are excluded from air expenditure.

The grand total for naval aviation is taken from the statement entitled " Estimated Cost of
the Air Service " printed with the " Hearings on the Naval Appropriation Bill for 1932 ". Where
separate items in respect of air services are not shown, the expenditures were calculated as closely
as possible according to the judgment of the heads of departments.

Broadly, the expenditure deducted from naval expenditure and included in air expenditure
represents:

(a) The initial and maintenance cost, including pay of personnel, of all naval vessels
and naval stations operated primarily for purposes of naval aviation;

(b) The pay of all personnel, wherever stationed, whose duties are primarily connected
with naval aviation;

(c) The initial and maintenance costs of all material, wherever situated, used primarily
in connection with naval aviation;

(d) An administrative percentage charge for material and personnel employed excep-
tionally for naval aviation.

2. Coast Defence.

Expenditure on coast defence is included in the navy Model Statement, with the exception
of expenditure on the Coast Artillery Corps. The latter forms an integral part of the army, and
its expenditure is included in the Model Statement of the army. As a matter of principle, the
American delegation objects to the inclusion of coast artillery expenditure in the naval Model
Statement.

3. Optional Columns.

These have not been filled in. The National Guard is not regarded as a formation organised
on a military basis. Expenditure from the defence budget in respect of this force is included
in the Model Statement of the army. No expenditure by the States on this force is included.

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

(i) The individual figures of the sub-heads of the army Model Statement are made up from
the detailed items of " Actual Expenditure and Obligations " for I930 shown with the corresponding
chapters of the I932 budget. Where these items relate to air as well as army expenditure, a
deduction of I1/2 per cent has been made. The figures published with the I932 budget have been
used rather than those given in the combined statement, because the figures published with
the budget furnish a more detailed account of expenditure than the combined statement. It
should be remembered that the army figures are commitments and not cash figures.

Expenditure on marines employed on garrison duties is not included in the army statement
but in the navy statement.

(ii) The form in which the naval accounts are shown does not correspond in any way with
the form of the Model Statement, and the figures in the various sub-heads of the Model Statement
cannot be readily identified in any published document. The details are taken from (a) the
report of the Paymaster-General of the Navy, (b) the " Hearings on the Naval Appropriation
Bill, 1932," which give certain information regarding 1930 expenditure, and (c) certain data
specially prepared for the Naval Appropriation Sub-Committee; these latter are not published.
The difficulty of arriving at accurate figures for the various sub-heads is illustrated by the inclusion
of a round figure of $4,000,000 in respect of transportation of personnel, and again by the fact
that for sub-head K it has been necessary to include a credit item of $226,000 as an adjustment
entry covering all items not specifically set forth.
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(iii) As regards military aviation, the split of expenditure over heads I, II and III represents
21/2 per cent of the army expenditure.

As regards naval aviation, the split of these figures is made from the details given in the
"Estimated Cost of the Air Force " contained in the "Hearings on the Naval Appropriation Bill
for I932 ".

(iv) As the air arm forms an integral part of the army and navy, the figures in the various
sub-heads of the Model Statement are mostly estimates based on administrative information,
whereas the total expenditure on defence is correctly shown.

The difficulties encountered are due, in the opinion of the United States delegation, not so
much to lack of clarity in the instructions drawn up by the experts, as to the fact that the
American military organisation both on land and sea and the method of accounting make it
difficult to carry out the instructions. Much had to be left to the interpretation of the authorities
who drew up the Model Statement, and the result is that there are wide differences of method
in classification as between the army and navy expenditure.

5. Head IV: Separation from Other Heads.

Difficulties were experienced in separating head IV from other expenditure, especially as regards
the isolation of overhead charges, charges for civil personnel and expenditure on depots from
the totals of the Ordnance Department. For example, whereas in the case of the army the cost
of war material (in the strict sense of the word) and chemical war material includes the cost of
personnel employed on its manufacture, in the case of the air force the cost of the same material
includes no expenditure for personnel, this expenditure being included under sub-head C.

The whole of the military personnel of the navy has been included in " Effectives ", although
the personnel in question may from time to time be detached for shore services of a military
or non-military character. The accounts of the navy do not make it possible readily to determine
the allocation of this personnel between the different sub-heads of head IV.

Special difficulty was encountered in isolating the expenditure on air war material from that
on naval war material. The difficulty is due partly to the absence of audited figures and partly
to the absence of air accounts.

The total for " Naval Construction " under L, which includes construciono for the naval air
arm, is given in the naval Model Statement as $36.6 million. This figure corresponds to the
figure given in the Paymaster-General's report and in the " Hearings, 1932 ". In order to fill
in head IV of the air Model Statement, it has been necessary to isolate the amount expended for
"rigid airships ". The amount in respect of this is given in the Paymaster-General's report
(page 14) as $I.5 million, but in the " Naval Hearings " (page 479) as $i million. It is the latter
figure which is included in the air Model Statement. The former is not "a purely round figure ",
but is the exact payment made during I930 on the rigid airship contract.

The figure for " New construction and carriers" (" Saratoga " and " Lexington ") as given
in the air Model Statement ($630,000) is taken from the " Naval Hearings " (page 479), whereas
the expenditure given in the Paymaster-General's report (page I2) is $53I,682.

The United States delegation states that the latter figure relates only to hulls and engines,
whereas the figure shown inthe air Model Statement includes all expenditure on behalf of the naval
air force, whether figuring in the construction estimates for I930 or not. The major part of the
difference between the two figures has probably been included in sub-head M of the Model
Statement for the total expenditure of the navy.

As regards the cost of ship construction generally, the American delegation thinks it should all
be shown in the naval Model Statement; but an endeavour has been made to separate the part
relating to the air service.

The figures given in head IV include some element representing overhead charges. They do
not in every case (particularly that of the air force) include all the expenditure on the relevant
civilian personnel or on the relevant naval personnel.

6. Head IV. Separation between Sub-heads.

Certain items not readily assignable to other sub-heads are included in M. Expenditure
on mine-layers and cable ships is treated as land force expenditure and included in H.

7. Special Questions.

(a) Civilian Employees. - In the case of the army, this expenditure has been shown under
the appropriate sub-head. In the case of the navy, no civilians are shown under C, on the
ground that there are no permanent civilian employees in the navy. All naval civilians are
shown under sub-heads other than C. This is due to the nature of the naval accounts, in which
the cost of civilians is classified according to the nature of their several activities. In the air
Model Statement, the expenditure on civilians shown under C relates only to the civilians of the
military air force, civilians of the naval air force being all included in other sub-heads.
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(b) Military Personnel. - The pay of midshipmen and prisoners is included in sub-heads D
and E, not A and B.

Nurses are regarded as officers, and their pay is included in sub-head A.
Where expenditure on retired pay of retired officers or men is included in the pay sub-heads,

this is because personnel on retired pay are liable to be recalled to service.
Allowances are included in the pay sub-heads.

(c) Vehicles. - Expenditure on repairs to vehicles has been charged to sub-head G and not M.

(d) Maps. - The costs of military survey and maps used by the land forces are included
under sub-head M (a) as being appropriate to engineer stores.

(e) Fuel. - Expenditure on fuel in the army is charged wholly to sub-head G, though it
includes fuel used for cooking, lighting, heating, etc.

E. TABLES ANNEXED TO THE MODEL STATEMENT.

Preliminary Remark. With the assistance of the information given, it is possible to draw
up series of the annexed tables, A, B, C, D and E, for the land forces and the naval forces, but
not for the air forces. Table F cannot be divided up between land forces and naval forces.

Table A.

(a) Item I. -The $9,o88,oo5 for remuneration outside periods of training of personnel not
employed, which figure under the navy expenditure in this table, is for retainer salaries for
men of extended periods of service.

The following may generally be considered to form the reserves of the regular army:

(a) The National Guard;

(b) The organised reserves;

(c) The Reserve Officers' Training Corps;

(d) Citizens forming part of the citizens' military training camps;

(e) Retired officers, petty officers and men.

It follows that: (I) no officer, non-commissioned officer or soldier in the National Guard
receives remuneration so long as he is not called to the colours; (2) the same applies to the organised
reserves, the reserve officers and the citizens forming part of the citizens' military training camps.

The position in the case of retired officers, etc., is somewhat more complicated, because the
expenditure of $20,113,145 is given under Article 2 (remuneration of reservists called up), whereas
not all these officers are always called up. In any case, if the American theory is accepted according
to which these retired officers can be called to the colours at any moment, and consequently the
$20,II3,I45 are not pensions but pay, this $20,II3,I45 ought to be entered under Item I of annexed
Table A, because it refers to officers who correspond to the reserve officers of other Powers.

(b) The $9,088,005 of Item I forms part of the sum of $I4,933,I70 in sub-head D of the Model
Statement for the naval forces.

The expenditure relating to the Marine Corps Reserve and to the appropriation for " Organising
the Naval Reserve" have all been included in this item. The detailed statement on the navy
has been drawn up in such a way as to make it possible to check the allocation of the several items.
It will be observed that the total of Items I and 2 of annexed Table A agrees with the total of the
various detailed items in sub-head D of the Model Statement.

(c) To make it possible to check the sum of $9,o88,oo5, the American delegation has submitted
a multigraph document entitled " Data for the Sub-Committee on Naval Appropriations, etc.",
and states that the particulars furnished by the Appropriation Committee of the House are
sometimes published in the " Hearings ". Some of the details with regard to the personnel,
whose pay appears under the appropriation for " Pay, Subsistence and Transportation ", are
sometimes not published; and, in that event, the particulars in question can only be derived from
approximate figures, such as those submitted to the Conference. Whether printed or not, the
figures represent official estimates of the allocation of the appropriations.

(d) Item 2. - The figure $26,347,457 shown under this item does not tally with the figure
given under the same item in the United States delegation's first communication. The difference
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is due to the fact that $2,398,265, representing the expenditure incurred by the States and munici-
palities for the National Guard, has been deducted from the $28,745,7I 9 given in the first commu-
nication.

This $2,398,265 is included in sub-head D of the Model Statement.

(e) Item 2. - The $20,302,289 expenditure on reservists called to the colours does not include
the cost of maintenance, but merely remuneration.

(/) The United States delegation states that there are no subsidies to the families of reservists
called to the colours.

Table B.

(a) The amount shown is equal to the sum in sub-head L. The reliability of this figure is
doubtful, because sub-head L is in this case very much less than sub-head M, whereas the opposite
is true for other navies.

The United States delegation states that the fire-control apparatus, armament, ammunition
and other items were included in sub-head M rather than L for the reason that it is not possible
to determine the proportion of the expenditure on these items which can be assigned to ships.

(b) The figure $36,615,942 to be found on page ii of the annual report of the Paymaster-
General for I930 has been given for new construction (hulls and engines).

This figure includes a part of the appropriation " Increase of the Navy, Armour, Armament
and Ammunition ". This expenditure, according to the United States delegation, was for armour-
plating, and should, according to the Budgetary Experts' report, appear under L and not M.
The figure $I,507,080.03 includes a disbursement of $I,500,000 under a contract for the construc-
tion of a rigid airship, and that part of the expenditure on permanent naval construction which
went to aircraft under the appropriation for " Increase of the Navy ". These items also figure
under sub-head L.

(c) The $31,876,566 shown for upkeep in Table B includes heads B, D, K and P on page
8 of the Paymaster-General's report, the detailed index of which has been submitted to the
Conference for purposes of reference.

(d) The United States delegation has included in Table B $1,125,385 as expenditure on
certain ships which are attached to the army.

It may be noted that the armies of nearly all the important Powers own certain water-craft
(tugs for towing targets for coast artillery, cargo-boats for transport, etc.). The American dele-
gation has been the only one to bring out this fact.

JTable C.

(a) The United States delegation gave three different figures on three different occasions:

Document C.413.M.169 .I 93I.I X [Conf.D.I]: $94,688,569 (all for the naval forces);
Document Conf. D./C.D./C.T.I2: $86,398,108 (of which $3,000,000 were for the land

forces);
Document Conf.D./C.D./C.T.I26: $29,873,590 (of which $I9,373,722 were for the armed

forces).

The first time it was thought that Table C should include " the value of outstanding contracts
made by virtue of contract authorisations ".

The second time it was thought necessary to give the " outstanding obligations recorded
against all naval appropriations as on June 30th, 1930 ".

The third time it was proposed to show " the unobligated balance of appropriations on June
30th, 1930, which were available for obligations after that date ".

It may be noted here that, according to the instructions of the Budgetary Experts, Table C
ought to contain, not the unobligated balances of appropriations on June 30th, 1930, but the
total unpaid balances of appropriations and authorisations for commitments on June 30th, I930.
The fact that the Model Statement for the land forces shows the commitments and not the pay-
ments ought to mean that annexed Table C for the land forces, contrary to that for the naval
forces, shows the unobligated balances.

Table D.

The American delegation experienced the same difficulties in the case of Table D as in that
of Table C.

In document C.413.M.I6 9.I 93I.IX [Conf.D.I], the delegation entered $94,688,569 (" Obliga-
tions entered into, for which no appropriations were available but no goods were delivered and no
services were rendered, and therefore no payments were made ").

The figure was confirmed in document Conf.D./C.D./C.T.I2.
In document Conf.D./C.D./C.T.I26, the figure was struck out and " nil " was written instead,

because " the navy has no instances of actual deferred payments for material delivered ".
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Table F.

(a) According to the message of the President 1932, pages A.27 to A.29, the gross expenditure
on the Veterans' Bureau was the following:

$
General Fund ...................... 773,990,330
Trust Funds .. .................... 292,551,171

I,066,541,501

In order to eliminate double entries between funds, the following transfers from the General
to the Trust Funds should be deducted:

$
Adjusted Service Certificate Fund ............. 112,000,000
Civil Service Retirement Fund .............. 20,500,000

I32,500,000
Leaving a total of .................... 934,041,50o

As the Civil Service Retirement Fund does not concern military
pensions (the portion due to former civil servants in the War and Naval
Departments is not known), its expenditure should also be deducted-i.e. 58,977,243

875,064,258

The expenditure of the Government Life Insurance Fund and of the Adjusted Service Certi-
ficate Fund include investments in Government and other securities to the following amounts:

$
Government Life Insurance Fund ............ 4I,269,278
Adjusted Service Certificate Fund ..... ...... 37,800,000

179,069,278

These deducted from the above amount would give a total of $695,994,980.
It should be mentioned that the remaining expenditure of the Government Life Insurance

Fund consists of the following two items, of which it is questionable whether they can be regarded
as pensions payments:

Losses on converted insurance ........ ..... I6,442,63I
Loans to policy-holders ................. 21,269,983

37,712,614

The deduction of these two items would therefore leave a total of . 658,282,366
distributed as follows:

General Fund:
$

Military and naval compensation ....... ............ I99,402,096
Army and navy pensions ................... ... 218,956,342
Military and naval insurance ..................... I22,840,I20
Grants to homes for disabled soldiers and sailors ............ . 575,206
Adjusted service and dependants' pay ................. ' 3,I29,5I 4
Administration, medical, hospital and domiciliary services, etc. ...... 96,587,052

Total General Fund ................... 64I,490,330

Trust Fund.

Adjusted Service Certificate Fund payment on account of adjusted service
certificates . . . . . . . . . . . . . . . . . . . . . . . . . . I6,612,902

Deposit accounts .......................... I79,I34

Grand Total ...................... 658,282,366

The document Conf.D./C.D./C.T.I2 indicates in Table F, under I, 2 and 3,
an amount of .............................. 685,517,36I
exceeding the above grand total by ................... 27,234,995

It would seem from the above that .................. 658,282,366

is a more correct figure for the real expenditure on pensions and their administration than the
figure $818,799,040 shown in document Conf.D./C.D./C.T.I26.

(b) The expenditure for retired officers, if these are not considered as reserve officers, should
be included in Table F.



The sum of $8,374,580 in document Conf.D.I for navy pensioners does not agree with the
figures given in the " Data for the Sub-Committee on naval appropriations, etc. "

(c) If it is decided to include all the expenditure of the Veterans' Administration, etc., as
"Pensions ", the following expenditure would also be included:

(i) Veterans' administration;
(ii) Hospital and domiciliary facilities;

(iii) Appliances for disabled soldiers;
(iv) Artificial limbs, etc.;
(v) Military and naval insurance;

(vi) Vocational rehabilitation;
(vii) Investigation of pensions cases;

(viii) National homes; hospital construction;
(ix) Sanatoriums.

It will be noted that the expenditure for honorary distinctions, paid by certain Powers,
together with pensions, is not specifically mentioned among the expenditure of the Veterans'
Administration.

List of Documents.

Budgetary System:
Reply by the United States delegation to the questionnaire of the Technical Committee (document Conf.D./C.D./

C.T.6).
Note on Financial Control in the United States of America (document Conf.D./C.D./C.T.127).
Notes on the Budget System of the United States of America (document Conf.D./C.D./C.T.I28).
Budget and Accounting Act of I92I (Public No. 13. Sixty-seventh Congress (S.Io84)).
The United States delegation has also sent texts of financial rules and forms of various documents, a list of which

will be found in document Conf.D./.C.D./C.T.I26.

Model Statement (Tables B, C. D and annexed tables) with explanations (document Conf.D./C.D./C.T.12).

Model Statement (Table A) with supplementary explanations. Reconciliation tables (document Conf.D./C.D./C.T.66).

Budgets:

Message of the President of the United States, transmitting the budget for the service of the fiscal year ending
June 30th, I930, and budget statements.

Message of the President of the United States, transmitting the budget for the service of the fiscal year ending
June 30th, 1932, and budget statements.

Accounts:

Annual report, Finance Department, for the fiscal year ending June 3oth, 1930. United States Army. Annual
report of the Secretary of War, 1930.

Statements of expenses for 1930 and unexpended balances.
Annual report of the Paymaster-General of the Navy I930.
Navy Department Appropriation Bill for I932. Hearing before Sub-Committee of House Committee on Appro-

priations (seventy-first Congress, third session).
Excerpts of data prepared for 1932 Hearings.
Digest of appropriations for the support of the Government of the United States of America for the service of

the fiscal year ending June 30th, 1932, and on account of deficiencies for prior years, made by the third
session of the seventy-first Congress, I932.

Observations of Technical' Committee (document Conf.D./C.D./C.T.9o).

Replies of the United States delegation (document Conf.D./C.D./C.T.99).

Minutes of audition meetings (document Conf.D./C.D./C.T./P.V., audition, io, Io(a) (and corrigendum): Io(b) and Io(c)).

Additional information (document Conf.D./C.D./C.T. 26).
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FRANCE

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The budget is drawn up by the administrative authorities. The Minister of Finance (or of the
Budget) collates all the expenditure estimates of the ministerial departments. As he is responsible
for ensuring the balance between revenue and expenditure, he may invite the other Ministers to
make reductions in their estimates. If no direct agreement is arrived at between the Minister
of Finance (or of the Budget) and the other Ministers, the draft budget is settled by the Council
of Ministers.

2. Discussion and Voting of the Budget.

(a) The draft budget, after being laid by the Government on the table of the Chamber of
Deputies, is referred for examination to the Finance Commission. A separate report is drawn
up in respect of each of the ministerial departments and also a general report. These reports
are published. The budget is subsequently discussed publicly in plenary meetings by the Chamber
of Deputies. Deputies have the same right of proposing expenditure as the Government.

When the budget has been voted by the Chamber of Deputies, it is sent to the Senate and
subjected to examination by the Finance Commission, which also draws up separate reports and a
general report. The budget is discussed publicly in the Senate.

The public debates in the Chamber of Deputies and the Senate are reported in full in the
Journal Oficiel.

(b) The national defence expenditure is voted each year.
(c) The items of expenditure are authorised by law.

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

The draft budgets, the voted budgets and the accounts are published. The debates on the
law sanctioning the accounts are reported in the Journal Officiel.

4. Conditions governing the Expenditure of Credits.

(a) The credits voted represent actual financial provision. Supplementary credits intended
to cover excesses and cancellations of credits may be voted by Parliament after the close of the
budgetary year.

Parliament may grant by means of the Finance Law to the Executive Power authorisations
to enter into commitments. But the work carried out in execution of these authorisations may
only be paid for out of financial provision granted during the following year. Authorisations to
enter into commitments not utilised at the end of the year are automatically cancelled and cannot
be carried over to the following year.

The credits required to defray the expenditure of the State are voted for each exercise.
Commitments entered into during the budgetary year may be paid for during a supplementary
period. Expenditure may be passed for payment during the three months following the close
of the budgetary year. Actual payments may be made up to the end of the fourth month.
Operations of regularisation (book-keeping adjustments) can be effected up to the end of the
seventh month.

(b) Except as regards the credits and special accounts mentioned under 6, credits are voted
for one year only.

Credits relating to the execution of programmes for the supply of material and for construc-
tional work may be carried over to the following year subject in principal to a further authorisation
by Parliament.

5. Division of Expenditure in Budget and Accounts.

(a) The national defence expenditure is submitted in five distinct budgets (War, Defence of
Oversea Territories, Marine, Air and Colonies). These budgets are divided into sections, chapters,
articles and paragraphs. Authorisations of expenditure are voted in chapters. The chapters,
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articles and paragraphs are very numerous and show clearly the object of the expenditure. The
method of presentation of the budget is very clear.

(b) The final accounts are drawn up in the same form as the budgets.

(c) Transfer between the. respective budgets of the Ministries of National Defence is
forbidden. Within those budgets, transfer from one section to another and from one chapter
to another is forbidden. Transfer is authorised only between the articles and paragraphs of the
same chapter. No exception can be made to these rules.

Certain credits of the Air Ministry are transferred by Decree to the Ministries for War,
Marine and the Colonies, to be administered by these Ministries.

6. Unity of the Budget.

(a) All national defence expenditure is included, in principle, in the general budget of the
State. There exist, however, at present in respect of this category of expenditure two special
accounts-a special account relating to the defensive organisation of the country and a special
account relating to national equipment. Certain items of military expenditure of a temporary
character are charged to this latter account.

A certain number of items of national defence expenditure are included in the budgets of the
civil Ministries. The proportion of this expenditure in relation to the total national defence
expenditure may be estimated at 7 per cent.

There are also certain items of national defence expenditure in the general or local budgets
of the colonies or protectorates and in the budget of the City of Paris (contribution of the City
of Paris towards the expenses of the garde republicaine).

Separate budgets are drawn up for the War Ministry (expenses in the home country and
expenses in oversea territories), the Ministry of Marine, the Air Ministry and the Ministry for the
Colonies.

(b) The budgets and accounts show gross expenditure.

7. Supervision during the Execution of the Budget.

The administrative supervision over the execution of the budget is ensured:

(a) By means of the supervision exercised over their subordinates by the responsible
heads of the departments;

(b) By the financial staff (corps de controle) which exists in each of the Ministries of
National Defence and whose members are responsible only to their respective ministers
and are completely independent of the executive spending departments;

(c) By means of the supervision over commitments exercised by officials of the Ministry
of Finance attached to each of the Ministries of National Defence.

(d) By means of the permanent supervision exercised by the public accountants over
the ordonnateurs through the examination of the orders for payment and vouchers issued by
the latter before any payment is made.

8. Final Audit.

Final audit is carried out:

(a) By the Cour des Comptes. This supreme body, whose task it is to scrutinise the
accounts of the public accountants mentioned in paragraph I4 and to pass judgment upon
their pecuniary responsibility, compares, by means of the general account of the Finance
Department, the final accounts of the Ministers with those of the public accountants, and
certifies the correctness of the former by declaring their conformity with the latter. The
declarations of conformity made by the Cour des Comptes are published. The Cour des
Comptes is the highest organ of verification of the accounts.

(b) By parliament, which, on the basis of the final accounts, the general account of the
Finance Department and the declaration of conformity made by the Cour des Comptes, votes
the law which sanctions the accounts. In connection with the voting of this law, Parliament
can call upon the responsible Ministers to answer for their acts.

B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

I. Budgetary Year.

In the French system of public accounts, the closed accounts refer to a budgetary year
which, up to 1929, regularly extended from January ist to December 31st. The budgetary
year 1930 ran from April ist to March 3Ist. The following budgetary year similarly began on
April ist, 1931, and ended on March 31st, 1932. The budgetary year 1932 began on April ist,
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I932, and ended on December 3Ist, 1932 (exceptionally, it covered a period of only nine months).
Henceforth, the budgetary year will correspond with the calendar year, as formerly.

There is an additional period of four months during which expenditure incurred in the course
of the twelve months of the budgetary year is paid. This is followed by a three-month period of
regularisation of accounts. No payment on account of the past year can be made during this last
period. Thus the total additional period includes seven months and ends on July 3Ist. Excep-
tionally, the additional period for the 1930 exercice lasted nine months; the period of regulari-
sation was extended by two months, so that the additional period ended on December 3Ist, I931.

2. Budgets and Accounts.

There are separate Ministries, budgets and accounts for each of the three arms.

3. The Model Statement.

The Model Statement refers to the budgetary year I930. The tables for the three arms have
been filled up. The figures in the Model Statement represent gross expenditure.

When the Model Statement was drawn up, the closed accounts for the I930 exercice had not
been completed. The last closed accounts published go back to the year I924. The French
Government has drawn up statements of expenditure, including the expenditure effected, on
account of the I930-3I exercice, during the period April Ist, I930, to March 3ISt, I93I, and also
the expenditure effected during the additional period April ist to July 3Ist, I93I. The figures
contained in these statements were established as the result of checking (pointage), at the Ministry
of Finance, the accounts of the ordonnateurs against those of the accountants as on December 3Ist,
I931-i.e., at the close of the additional (extended) period of nine months.

The statements of expenditure have not been published. Their correctness rests upon the
Minute on the Accounts of the Ministers of National Defence and of Finance, executed (ne
varietur) by the Audit Commission for Ministerial Accounts, and upon the checking (pointage) of
the accounts of the Ministers of National Defence against those of the public accountants, the said
checking being carried out under the direction of the Minister of Finance. Before checking, the
accountants' figures are submitted for examination and consequently for approval, by the Cour
des Comptes. The result is a document which may perhaps not be so detailed as the final account
(this latter follows the budget in form), but which is stated by the French delegation to be as
authentic both in respect of the totals shown under each sub-head and of the general totals as the
final account published and submitted to Parliament. The statement of expenditure has been
drawn up solely in order to provide a basis for the Model Statement. The French delegation states
that the figures given in this document are reliable and that the totals of expenses under each
sub-head are the same as those which will appear in the closed accounts later.

The statements of expenditure show, in certain exceptional cases, instead of expenditure
taken from the accounts, figures ascertained by internal accounting methods, or merely estimates.
This remark applies particularly to the determination of the share due to the Defense Nationale
in respect of a few items of expenditure which appear in the local budgets, such, for instance, as
expenses for housing the gendarmerie departementale, of Algeria and Morocco, and military expenses
met from the local budgets of the colonies. The military expenses borne upon the budgets of
civil Ministries generally represent figures taken direct from the statement of payments actually
made. The proportion of the total amount calculated to the total amount ascertainable without
recourse to estimate or approximate analysis of figures is stated by the French delegation to be
2 per cent.

In the case of the Air Ministry, there appears in the statement of expenditure the amount
of credits transferred to other Ministries of National Defence instead of payments actually made
from these credits. This method was unavoidable, as only the Ministries in whose favour
credits were transferred could give particulars of the actual payments, and to wait until these
figures were known by the Air Ministry would have made it impossible to complete in time the
Model Statement for Air Forces. The Model Statement for Air Forces has now been drawn up
on the basis of expenditure actually made. This will not involve any alteration in the Model
Statements of the other forces.

4. Execustion of the Budget.

Payments authorised by the Minister or subordinate officials are made by the public accoun-
tants after the documents justifying the expenditure have been checked.

Supervision during the execution of the budget is exercised by the inspectors of finance, who
supervise the work of the public accountants, by a supervisory organisation in each Ministry of
National Defence, whose duty it is to see that the budget is carried out in a regular manner, and by
the Comptroller of expenditure incurred, attached to each Minister but under the authority of
the Minister of Finance.

5. Accouznts.

The closed accounts include payments made during the twelve months of the budget year
and the additional period, The expenditure shown is as a general rule gross,
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The closed accounts are prepared in the same form as the budget. Since I922, there have no
longer been any extraordinary budgets deriving their revenue from loans, but expenditure neces-
sitated by the execution of certain programmes of Work on a large scale-in particular, the
"national equipment " programme and the programme "for the defensive organisation of the
country" is at present included in special accounts. These special accounts are, in the matter
of auditing and publication, subject to the same rules as the general accounts of the State.

There is only one State autonomous establishment for the manufacture of war material.
The French delegation has declared that the French Government has taken into consideration

the recommendations of the Budgetary Experts to the effect that separate accounts should be
prepared for the purposes of the Convention showing only payments actually effected during
the twelve months of the budgetary year.

6. Auditing and Publication of Accounts.

Two sets of accounts are kept for the expenditure on national defence, those of the ordonnateurs
'and those of the accountants (comptables). These accounts are compared after the close of the
exercice, in order to ascertain whether they tally.

The closed accounts are verified, either by the competent Minister or by the Under-
Secretary of State or the Secretary-General empowered to sign for him.

At the close of the exercice, the Audit Commission for ministerial accounts (consisting of nine
members selected annually from the Senate, the Chamber of Deputies, the Council of State and the
Cour des Comptes) establishes ne varietur the central accounts of the Ministry of Finance and
the other Ministries. This is an auditing operation which constitutes an act of joint supervision
(administrative and legislative), but to which no publicity is given. This audit is intended to
establish an authentic and invariable basis for the later audits of the ministerial accounts carried
out by the Cour des Comptes.

The Cour des Comptes, which examines the accounts of the public accountants, exercises
supervision over the administrative acts of the Ministers, by comparing their accounts with those
of the accountants (by means of the general accounts of the Finance Administration). The result
of this audit does not take the form of a direct certification of the ministerial accounts, but of a
declaration that the accountants' accounts, examined by the Cour des Comptes, tally with those
of the Ministers who were the ordonnateurs. 

This procedure is based on Article 7 of the- Law of January 25th, I899, concerning the
financial exercice, which reads as follows:

"Before May Ist following the close of the exercice which has expired, the Cour des
Comptes shall transmit to the Minister of Finance the general declaration of conformity
concerning the said exercice."

Article 6 of the same law provides that the ministerial accounts must be submitted to
Parliament at latest by the opening of the ordinary session of the Chambers following the close
of the exercice. The final accounts are printed and submitted to Parliament. It follows that the
publication of the closed accounts calls for a period of about five months after the end of the
exercice (twelve months plus the additional period of seven months) to which they refer. This
means that the final accounts should be published and submitted to Parliament about twenty-
four months after the beginning of the financial year and that, consequently, the Model Statement
can be filled up by means of these accounts within the period of twenty-six months contemplated
in the experts' report. The official result of the audit, already carried out in fact by the Cour
des Comptes at the time that the final accounts are produced, is published, in principle, twenty-
eight months after the beginning of the financial year.

The legal time-limit for auditing and submitting the accounts could not be observed during
recent years.

The French delegation states that the Government of the Republic has taken the necessary
steps to provide for the auditing in the shortest possible time of the accounts of past exercices.
The exact date on which the 1930 accounts will be closed and submitted to the Cour des Comptes
cannot, it is true, be stated at the present time. But, should a Convention for the limitation of
expenditure come into force in I933, the final accounts for that exercice could be drawn up and
audited within the legal time-limits mentioned above.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

I. General Remarks.

(a) The relation between the statement of expenditure and the Model Statement has been
established with the help of the reconciliation tables.

(b) The Model Statement includes expenditure on the armed forces and formations organised
on a military basis, although a definition of these formations has not yet been formulated.

Expenditure in respect of mandated territories is not included in the Model Statement.
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(c) The budgetary system has not been found to present any obstacle to the inclusion of
all national defence expenditure in the Model Statement.

(d) Departures have been made from the instructions concerning universality in certain
cases mentioned below.

2. Military Departments.

(a) The Model Statement includes pay without any deduction either for contributions to
superannuation funds or for taxation.

(b) Certain advances on pay, which can only be granted in exceptional cases, are not included
in the statement. They are not shown in the actual expenditure as they have to be refunded
within a short period.

(c) The foreign exchange needed by the Ministries of National Defence is purchased by the
Treasury and supplied to the military departments at the rate at which the exchange was purchased
by the Treasury.

3. Civil Departments.

(a) Military expenditure on aviation and civil expenditure shown separately as such in the
separate sub-heads of the accounts of the Air Ministry amounts to 67.8 per cent and io.I per cent
respectively of the total expenditure of the Air Ministry.

No difficulty has been experienced in checking the transfer to the Model Statement of national
defence expenditure and the exclusion therefrom of expenditure of a purely civilian nature.
There is, however, certain mixed expenditure amounting to 22.I per cent of the total account.
The split between national defence expenditure and civilian expenditure as regards this percentage
can only be effected by means of internal documents and with a practical knowledge of the actual
institutions.

(b) Certain expenditure in respect of the following items: Meteorological service, hydro-
graphical service, semaphore service, supervision of fisheries, certain welfare work, officers'
quarters, schools for which the navy and the army still have the financial responsibility, may
be of both military and civil importance. The French delegation has stated the criteria on which
the whole or part of the above-mentioned expenditure has been included or excluded.

(c) Part of the revenue of the Ministry of Posts and Telegraphs for the postal services
rendered in respect of correspondence relating to national defence should be included in the
Model Statement. The proportion cannot be stated exactly, but has to be estimated.

(d) No municipal taxes are paid in respect of property belonging to the Government.
(e) Part of the expenditure incurred for the maritime registration service may be regarded

as expenditure on national defence.
(/) The French delegation has admitted the existence in Chapter 58 of the I930 budget of

the Ministry of Agriculture of certain expenditure relating to national defence.
(g) Only the daily allowances to nurses serving in the military hospitals have been entered

in the Model Statement as expenditure on the Red Cross.

4. Special Questions.

(a) Formations organised on a military basis whose expenditure is shown in the Model State-
ment either under the home country or under oversea territories are as follows:

(I) As regards the War Department:

In the home country: the Departmental Gendarmerie, the mobile Republican
Guard, the Paris Republican Guard.

In oversea territories, the Gendarmerie of Algeria, Tunisia, Morocco and the Levant.

(2) As regards the Naval Department:

The naval fire brigade,
The naval personnel of the directorates of ports.

The Model Statement does not include expenditure on formations organised on a military
basis relating to the Ministerial Departments for the Air and the Colonies.

The following is excluded from the Model Statement:

Expenditure on the Sherifian forces.
)) )) )) Paris fire brigade.
-) )) )) Semaphore personnel.

The question as to what formations are to be included in the Model Statement depends on the
decision of the competent organs of the Conference on the general question of formations organised
on a military basis,



(b) As regards physical training, the interdependence which exists between the work of the
Technical Committee and that of the Committee on Effectives should be noted, as the deliberations
of the last-named Committee may result in the inclusion of certain expenditure on the military
training of youths, that expenditure not being shown in the present Model Statement.

(c) Payments in kind which Germany made for the maintenance of the Army of Occupation
are not shown in the Model Statement.

(d) The expenses of the occupying troops (stationed in North China and Shanghai) are
shown in the Model Statement.

(e) Very detailed explanations have been furnished by the French delegation concerning the
two existing special accounts (for national equipment and for the defence organisation of the
country). Defence expenditure relating thereto is accounted for and audited according to the
same rules as budgetary expenditure properly so called. Expenditure on the defence organisation
of the country may be regarded as a whole as expenditure on national defence, while expenditure
on national equipment only partially concerns national defence. No military expenditure was
effected from special funds during the budget year I930.

(f) The only autonomous undertaking working for national defence is the Explosives Service
(Service des Poudres). This is an industrial service with an annexed budget which is discussed by
Parliament at the same time as the general budget of the State.

(g) The only expenditure on national defence not included in the general budget of the State
is: (I) a share in the expenditure of the Garde Republicaine, which is entered in the budget of the
City of Paris; (2) certain military expenditure entered in the general or local budgets of the
colonies; (3) expenditure relating-to the quarters of the gendarmerie, borne by the budgets of the
departments. It should, however, be noted that, as from I93I, this latter expenditure will have
to be entered in the war budget. Military expenditure entered in the accounts of the National
Defence Departments constitutes about 93 per cent of the grand total.

(h) No extra-budgetary resources are utilised for the purpose of national defence with the excep-
tion of the proceeds of the sale of manure, which is devoted direct to the Units' Equipment Fund.

(i) Expenditure covered by means of resources derived from voluntary contributions is entered
in the budgets (over and above the credits voted), and in the accounts, as well as in the Model
Statement. Military administrations are strictly forbidden to accept gifts and bequests except
in pursuance of a decree or law.

(1) In respect of the fonds d'abonnement known as "masses" (funds), which are maintained
by means of cash allotments, the sums allocated to the units, and not the payments made there-
from by the latter, have been entered in the Model Statement.

(m) The Model Statement excludes pensions. The reserve pay of general officers is considered
as being in the nature of a pension.

23. Deductions. - In exceptional cases when the budget and the accounts do not indicate
the gross expenditure, an effort has been made to reconstruct the gross expenditure. No Ministry
can increase from private resources the credits granted to it, except in the case of expenditure
which is covered by the receipts from the sale of manure; the amount of these receipts is not to
be found in the closed accounts.

Sums retained in respect of officers' service quarters are deducted from the expenditure in the
chapters on pay. These amounts are not included in the Model Statement for the reason that the
officers must themselves pay for their accommodation. Receipts derived from the sale to civil
departments and to the public of maps of the Military Geographical Service are not deducted
from the expenditure of this service as entered in 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 are separate Ministries for Army, Navy and Air. In addition, certain national defence
expenditure was included in the military expenditure accounts of the Colonial Ministry and in
certain general or local accounts of the colonies, such as those of Algeria and Tunis, Morocco and
the Levant; in those of civil Ministries-for instance, the Ministry of Public Works; in other civil
accounts such as those of the Government of Algeria, the City of Paris and departmental budgets.

Certain credits voted for the Air Ministry were transferred to the Ministries of War, Marine
and Colonies. The air expenditure out of these credits is recorded in the accounts of these
Ministries. As the first Model Statement relating to the air force was based on the credits
transferred to the three Ministries and not on the expenditure, the French delegation has submitted
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a revised statement based solely on expenditure. Certain expenditure concerning both the
navy and air was divided in the following manner: expenditure on aircraft-carriers, personnel
attached to them, fuel for their engines, catapults and fixed fittings and costs of upkeep for the latter
are charged to the naval forces. Expenditure on aeroplanes, their armament, fuel, air personnel
and their maintenance are charged to the air force. Certain air formations are under the control
of a local Command, whether naval or military-e.g., the Prdfet maritime or General Officer
Commanding the District. In such cases, there are services common to air and army or navy
of which it has not been possible to assign the appropriate portion to the air. The cost of
such services is, however, inconsiderable.

The whole of the grants paid to the families of soldiers called to the colours are charged to the
land forces, the amounts properly assignable to the Model Statements for the naval and air forces
being small.

2. Coast Defence.

All expenditure on coast defence is shown in the Model Statement for the navy.

3. Optional Columns.

The optional columns have been filled in. No attempt has been made to divide common
services, such as expenditure on experiment and research, between expenditure on home and
colonial aviation.

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

The figures included in the Model Statement are given on the responsibility of the Ministers
of National Defence. The figures are checked by comparison (pointage) of the authorisations
for payment issued by the National Defence Ministers with the records of payment, kept by
Treasury accountants, but there is no certificate of audit given by any authority independent
of the National Defence Ministers. The accounts of payments are in general very complete and
detailed, and, in most cases, the redistribution over the sub-heads of the Model Statement
presents no difficulty, but in certain instances amounts have had to be split by means of estimates.

The expenditure relating to the closed exercices (exercices clos) of previous years is not
shown under as many heads as the expenditure of the exercice to which the closed account
primarily relates; its division over the sub-heads of the Model Statement is therefore only
approximate.

As the accounts for certain military expenditure over seas could not be consulted, the voted
credits were used to determine this expenditure.

Certain expenditure has been divided between sub-head A, "Officers ", and sub-head B,
"Other Ranks ", on the basis of the voted budget.

5. Head IV: Separation from Other Heads of the Model Statement.

Certain classes of expenditure for the remuneration of managing staff and civilian personnel
have been determined on the basis of internal accounts, which are not published. This applies
to the army, and in a somewhat greater degree to the air. For the navy, the figures under head IV.
are extracted almost entirely from published accounts. It was suggested in discussion, however,
that it was not possible from such published accounts to verify the allocation of a sum amounting
approximately to 20o million francs. The French delegation has since supplied further information
on this point.

6. Head IV: Division betweene Sub-heads.

No serious difficulty arose in dividing the amount of expenditure assignable to head IV
between the various sub-heads of this head.

7. Special Questions.

(a) Expenditure on Postage and Telegramts. -Expenditure on postage and telegrams for
national defence is not included in the Model Statement. According to the additional information
supplied by the French delegation, the total expenditure for the three armed forces may be
estimated at Io million francs.

(b) Allozewances. - In the navy, allowances received by officers and men individually have
been assigned to sub-heads A or B. Other allowances, such as mess allowances, etc., have been
assigned to sub-head E.
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(c) "Masses d'Entretien des Centres de Mobilisation. " The expenditure on these main-
tenance funds has all been assigned to sub-head E, the necessary information being lacking to
divide the total amount over the relevant sub-heads (including the sub-heads of head IV) of
the Model Statement.

E. TABLES ANNEXED TO THE MODEL STATEMENT.

Preliminary Remark. - France has furnished three series of annexed tables-one for the
land forces, one for the naval forces and one for the air forces.

Table A.

(a) No figure has been inserted for Item i. 
(b) Item 2 includes, in addition to remuneration, all expenditure (provisions, clothing,

bedding, etc.) incurred for the reservists called up for periods of training.
(c) Item 2 includes grants to the families of reservists called up.
(d) As regards home forces, the word " Reserves " covers all military elements or elements

organised on a military basis which can be used to strengthen the army in war time. With the
possible exception of a few special cases, this can also be taken to apply to the colonies.

(e) There are neither in France nor in the colonies any special schools for' training reserve
officers, N.C.O.s or men; consequently, no expenditure in respect of schools of this kind is inserted
in Table A. Certain expenditure is, however, incurred in respect of pupils of the large schools,
who, after completing their studies, are appointed reserve officers.

Table B.

(a) The total of Table B is equal to the amount of sub-head L.
(b) Expenditure for the following purposes has been regarded as expenditure on naval

construction: auxiliary machines, armour, gun carriages, boats and launches, navigation
instruments, furniture, electrical and wireless equipment, torpedo tubes and equipment, fire-
control apparatus with electric cables, searchlights, optical and acoustical apparatus of every
description, all other equipment, accessories, spare parts, etc., for vessels. Charts are not included.

(c) Table B includes expenditure on the upkeep of vessels, whether they are or are not in
the dockyards, but not expenditure in respect of the armaments of these vessels.

Table C.

The insertion of the word "Nil" is fully justified in the strict technical sense of the heading
of Table C.

The following should, however, be borne in mind:

(a) The practice of carrying over credits for the execution of programmes for the supply
of material;

(b) The fact that, starting from the exercices I931-32 and 1932, the insertion in Table
C of certain credits provided by the laws in respect of "Frontier Defence Organisations"
and "National Equipment " would be in keeping with the strict sense of the heading of
Table C;

(c) The fact that the carrying over of the proceeds of the sale of buildings or of
equipment in excess of the army's requirements may, under the Law of December Igth,
I926, Article 72, be effected by Decree.

Table D.

The entry " Nil" is technically justified.
The question has been raised whether it would not be expedient to add a Table D bis containing

particulars of long-term contracts for the preparation of industrial mobilisation. The French
delegation expressed the opinion that this question had nothing to do with the problems of the
publicity and limitation of expenditure.

Table E.

The entry " Nil " appears to be technically justified.



Table F.

(a) The accounts do not permit of the splitting up of payments in respect of pensions as
between the separate categories of forces: Land, Naval, Air.

(b) The sub-division of paragraph i into sub-paragraphs (a), (b), (c) is not possible. This also
applies to the sub-division of certain pensions between paragraphs I and III.

(c) In the case of a Convention, a small reconciliation table would be necessary for checking
the figures in Table F with the figures in the final account of the Ministries of Finance and Pensions.

(d) In the case of pensions to civil personnel, it is only possible to give an estimate.

List of Documents.

Budgetary system: reply of the French delegation to the questionnaire of the Technical Committee (document Conf.D./
C.D./C.T.I 3 and erratum).

Model Statement, annexed tables and reconciliation tables (document Conf.D./C.D./C.T.38 and two addenda).
Budgets for the year 1930:

Budget of the Ministry of Air (1930);
Budget of the Ministry of Colonies (I930);
Budget of the Ministry of War (1930);
Budget of the Ministry of Marine (I930);
Budget for the Defence of Oversea Territories (1930);
Budget of the Ministry of Agriculture (1930-3I);
Draft budget of the Ministry of the Interior (I930);
Budget of the Ministry of the Interior for the exercice 1930-31: distribution by articles;
Draft budget of the Ministry of Posts, Telegraphs and Telephones for I930: Distribution of the credits opened

for account of the Minister of Posts, Telegraphs and Telephones (exercice I930-3I);
Draft budget of the Ministry of Labour, Public Health and Social Welfare (1930);
Budget of the Ministry of Public Works (I930-3I): First Section;
Budget of the City of Paris (I930);
Budget of the Governor-Generalship of French Equatorial Africa (1930);
Budget of the Governor-Generalship of French West Africa (1930);
Draft budget of the Governor-Generalship of Algeria (1930);
Budget of the Governor-Generalship of Indo-China (I930);
Budget of the Sherifian Empire (I930);
Budget of the Regency of Tunis (I930).

Statement of orders for payments (replacing the closed accounts for I930). Documents have been supplied by the
Ministries of War, Colonies, Marine and Air, a list of which will be found on page IIo of document Conf.D./C.D./
C.T. 3 8, and in the second addendum to that document.

Observations of the Technical Committee (document Conf.D./C.D./C.T.58).
Reply of the French delegation (document Conf.D./C.D./C.T.72).
Minutes of the audition meetings (documents Conf.D./C.D./C.T./Audition/P.V. 5 and corrigendum, 5(a) and corrigendum

5(b) and corrigendum).

Supplementary information (documents Conf.D./C.D./C.T.II5 and 1I5(a)).
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INDIA.

A. BUDGETARY SYSTEM.

I. Preparation of the Draft Budget.

The draft budget is prepared by the departments. The estimates of expenditure of the
Central Government of India are centralised and approved by the Governor-General of India
in Council.

2. Discussion and Voting of the Budget.

(a) National defence expenditure is not voted by Parliament. It is determined by the
Secretary of State for India in Council. The Council consists of important personnages who have
held office in India and qualified representatives of India's interests.

(b) The estimates of national defence expenditure are drawn up annually.

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

The budget and final accounts are published as an official document.

4. Conditions governing the Expenditure of Credits.

(a) The credits shown in the budget represent actual financial provision.
The execution of the budget is based upon a twelve-monthly period (the gestion system).
(b) The rule of annality is observed - that is, any credits remaining unexpended at the

end of the year of twelve months are automatically cancelled.
Excess grants may be made after the end of the budgetary year.

5. Division of Expenditure in Budget and Accounts.

(a) The main divisions of the budget are relatively few in number but the subdivisions
go into considerable detail.

(b) The final accounts are drawn up in a more detailed form than the budget.
(c) Transfers between the budgets of the land, naval and air forces and also between the

main divisions of these budgets must be authorised by the Governor-General of India or by the
Secretary of State for India. Such authorisation is not required for transfers between the sub-
divisions.

6. Unity of the Budget.

(a) Apart from the military budget proper, national defence expenditure is included in the
civil budget of the Central Government and in the civil budget of the Government of one of the
nine provinces (Bengal). The budgets of the majority of the Indian States also provide for mili-
tary expenditure; their accounts are not published.

The military budget proper shows expenditure on the land, naval and air forces separately.
(b) In principle, the budgets and accounts show gross expenditure.

7. Supervision during the Execution of the Budget.

Administrative supervision of the execution of the budget is effected:

(a) Through the control of the responsible heads of departments over their subordinates;
and

(b) Through supervision by the Finance Department of commitments incurred.

The regular execution of the budget is further ensured through the supervision of higher
officials who are independent of the National Defence Minister and responsible for the payments
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effected by the military services and the keeping of accounts. These high officials are, in India,
the Military Accountant-General and, in the United Kingdom, the Accountants-General at the
India Office and at the High Commissioner's Office. The Military Accountant-General is under the
authority of the Indian Finance Minister. The Accountants-General also act in the performance
of their special duties in England as the agents of the Indian Minister of Finance.

8. Final Audit.

The final audit is carried out:

(a) By two high independent officials, one of whom (Auditor of the Home Accounts)
is appointed by the King to supervise expenditure effected in the United Kingdom, and the
other (Auditor-General) by the Secretary of State in Council to supervise expenditure effected
in India. Their appointments can onlybe terminated by the Crown. These two high officials
are the highest auditing authorities. They have extensive powers of investigation in the
departments and audit the accounts of the officials responsible for the execution of the budget.
They report on their examination of the accounts either to the Governor-General in Council
or to the Secretary of State in Council.

(b) By a Public Accounts Committee consisting of members of the Indian Legislature,
with the Indian Finance Minister as Chairman.

The Public Accounts Committee's discussions and reports on the accounts are published.

B. IDENTIFICATION OF DEFENCE EXPENDITURE.

-. Budgetary Year.

The budgetary year extends from April Ist to March 3Ist. There is no additional period.
Only cheques drawn before the end of each budgetary year are entered in the accounts of that
year. After the end of the budgetary year, there is a period extending up to October ioth at
latest during which accountancy adjustments may be carried out.

2. Budgets and Accounts.

The three forces are not placed under the administration of separate departments, though
expenditure for the respective forces is shown separately in the defence budgets and accounts.

3. The Model Statement.

The Model Statement relates to the budgetary year I929-30.
The tables relating to each of the three forces have been completed.
The figures shown in the Model Statement represent effective expenditure (disbursements)

as defined by the budgetary experts. The amounts shown are gross, except in the case of the
expenditure on State manufactures, from which certain receipts (sale of obsolete material, etc.)
have been deducted, these figures being shown in the closed accounts. To obtain the gross
figures, the latter amounts must be added to the net figures shown in the Model Statement.

The Model Statement is based upon the most recent closed accounts as regards expenditure
effected by the Central Government of India. As a general rule, it was possible to transfer
expenditure from the closed accounts to the various sub-heads of the Model Statement without
difficulty. In certain cases, it was necessary to have recourse to estimates to split up figures
in the closed accounts. The Model Statement also includes expenditure effected by the Indian
States for national defence purposes. It was not in all cases possible to base such expenditure
upon closed accounts, as budgetary accounts are only published in a certain number of Indian
States. The Government of India considers that the figures given for such expenditure may
be accepted as approximately correct.

4. Execution of the Budget.

As regards expenditure effected in India, it is the Military Accounts Department which is
responsible for making payments and keeping the accounts. In respect of expenditure effected
in the home country on behalf of India, payments are made and accounts kept either by the
India Office or by the High Commissioner for India. Supervision during the execution of the
budget is exercised by the Auditor-General in India and by the Auditor of Home Accounts in
the United Kingdom.
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5. The Accounts.

The figures in the Accounts represent payments effected during the period April st, I929,to March 3Ist, I930, and show both gross and net expenditure.
The account is drawn up in a more detailed form than the budget.
There are no special accounts or State undertakings for the manufacture of war material

which enjoy budgetary autonomy.

6, Auditing and Publication of Accounts.

The closed accounts include all expenditure effected by the Government of India. Theiraccuracy is certified by the Auditor-General. They are published approximately ten monthsafter the end of a budgetary year.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

i. General Remarks.

(a) The relationship between the accounts and the Model Statement is shown by thereconciliation table with sufficient accuracy except in so far as concerns expenditure by theIndian States.
(b) The Indian Model Statement for the land forces includes all expenditure relating tothe armed forces and formations organised on a military basis, with the exception of certain nativelevies and the Chitral Scouts. As regards the naval and air forces, the Model Statement includes

expenditure on the armed forces only. In these two forces there are no formations organised
on a military basis. 

(c) The budgetary system was found to oppose certain obstacles to the inclusion of allnational defence expenditure in the Model Statement. The difficulties arose out of the specialposition of the Indian States.
(d) Derogations from the instructions regarding universality of expenditure were noted

in certain cases mentioned below.

2. Military Departments.

(a) The Model Statement includes the full amount of pay and wages without any deductions.
(b) Exchange. - Actual expenditure was included in the national defence account at the rateof exchange prevailing when the expenditure in question was effected.

3. Civil Departments.

(a) The interest on capital allocated by the Government of India for the construction and
maintenance of strategic railways is not included in the Model Statement.

(b) Expenditure relating to lighthouses and lightships is not included in the Model Statement.
The same is true of expenditure in respect of the Director of Army Audit. In the opinion of theIndian delegation, such expenditure has no bearing upon national defence.

(c) Strictly speaking, there are no military courts in India. Expenditure in respect ofcourts-martial, which is relatively insignificant, is shown in the Model Statement, as it is included
in the expenditure of the Judge Advocate-General. The latter class of expenditure is in its turn
included in that of Headquarters and District General Staffs.

(d) The military buildings erected at New Delhi and mentioned in the closed accounts of theGovernment of India for 1929-30 are exclusively intended for the accommodation of military
personnel. The item of Rs. 77,632 shown in this account has now been included in the Model
Statement.

4. Special Questions.

(a) An item of £I,I85,503, expenditure on air armaments, is shown both in the Model
Statement of the United Kingdom and in that of the Government of India.

(b) As regards certain expenditure relating both to the United Kingdom and India, the Indian
delegation supplied detailed information regarding the inclusion of a proportion of this expenditure
in the Model Statement and the omission of the rest.

(c) Stores were supplied to the Royal Navy, the cost of which was refunded to India. The
sums thus received were deducted from the gross expenditure of the Indian naval forces.
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(d) The Model Statement includes the military expenditure of the autonomous Indian
States; this class of expenditure cannot be verified by means of accounts, which are not published
by many of these States.

(e) Special Funds, Autonomous Undertakings, etc. - There are no special funds appropriated
to national defence, no autonomous enterprises and no extra-budgetary resources.

(/) The Model Statement does not include pensions.

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.

Although the national defence services are under unified control, the expenditure on each
force is budgeted for and classified in the closed accounts under separate heads.

The total expenditure shown in each of the three tables of the Model Statement is, with a few
minor exceptions, based on the total audited gross expenditure shown under the heads of
account concerned. The tables include certain sums in respect of national defence expenditure
incurred by civil departments of the Government of India, provincial Governments and the
Indian States.

2. Coast Defence.

Expenditure on coast defence, which is shown in the army estimates, has been included in
the Model Statement for the land forces and not in that for the naval forces.

3. Optional Columns.

The four optional columns in Table B have not been filled in, but there are no armed forces
overseas other than two infantry battalions stationed in China and Malaya, the expenses of which
are accounted for in the Model Statement submitted by the United Kingdom. There are no
formations organised on a military basis stationed overseas.

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

(i) In a number of cases the form of the accounts relating to national defence expenditure
does not permit of an accurate allocation of expenditure between the various sub-heads of the
Model Statement. The following instances of this are given:

(a) Sums of &I,4oo,ooo and 1Io6,25o have been paid to the United Kingdom War
Office and Air Ministry respectively on account of the training charges for British troops
serving in India; these amounts have been distributed between sub-heads A and B only.
The Indian delegation states that it has not been able to obtain the necessary data to effect
an accurate division of the part of this expenditure to be included in the other sub-heads
of the Model Statement.

(b) The pay of Indian officers holding Viceroy's commissions has been included under
sub-head B, the reason given being that it is included in the accounts with the pay of rank and
file, since their conditions of service approximate more closely to those of the rank and file
than to those of officers holding King's commissions.

The pay of soldier clerks employed in various staff offices has been included in sub-head C,
the reason being that their pay is merged in the accounts with that of civilian clerks similarly
employed.

The pay of civilians (other than followers) employed in units is, on the other hand,
included under sub-head B for similar reasons to those given above.

(c) Pay and allowances of civilian members of the railway transport staff have been
allocated to sub-head C and not to sub-head G.

The pay and allowances of nurses, of Indian subordinate medical personnel, and of
personnel of the Indian hospital corps have been allocated to sub-head E. Other States
have included these in C. Additional information on this subject has been supplied by the
Indian delegation.
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(ii) In a number of other cases it has been found necessary to make a subdivision of expen-
diture by means of estimates. Certain examples are given below:

(a) The accounts of the educational and instructional establishments do not separate
the pay and allowances of Indian officers and other ranks from those of clerks, artificers, etc.
An arbitrary proportion of two-thirds of the expenditure has been shown under sub-head
B, and one-third under sub-head C.

(b) The pay and allowances of military and civilian officers of the Indian Army Service
Corps are not shown separately in the accounts. An estimated amount pertaining to civilian
officers has been shown under sub-head C.

The same applies in the case of combatant other ranks, civilians and reservists of this
corps. An estimated division of this expenditure has been made between sub-heads B, C
and D.

The pay of temporary labour in supply companies and depots has been allocated to
sub-heads E, F and G in the proportion of two-thirds, one-sixth and one-sixth respectively.

(c) One-half of the expenditure on grain-crushing depots and flour mills has been
taken to sub-head E and the other half to F, as these depots produce both provisions and
forage.

(iii) In the case of national defence expenditure incurred by civil departments of the
Government of India, though the expenditure is all audited expenditure, the classification to
the sub-heads of the Model Statement has been effected almost entirely on the basis of estimates
made by the local authorities. In the case of expenditure by the provincial Government of Bengal,
the figures obtained from the Government of Bengal have not so far been supported by any official
publication, and the classification to sub-heads has been carried out by means of estimates.

(iv) Certain Indian States do not publish audited accounts; it has therefore not been
possible to verify with reference to published accounts the accuracy of the figures of expenditure
included for those States in the various sub-heads of the Model Statement, and it appears unlikely
that such verification will be possible in the near future. The allocation of these figures to the
various sub-heads of Model Statement B has been effected by means of estimates.

5. Head IV: Separation from Other Heads.

Certain difficulties have been experienced in allocating expenditure to head IV of the Model
Statement.

In the case of the Indian Army Ordnance Corps School of Instruction, the amount placed
under sub-head M is a proportionate amount of the expenditure as estimated by local officers.

Similarly, an estimated proportion of the expenditure on provisions and fuel has been
allocated to sub-head M, and, in the case of the Indian Army Service Corps Stores, an estimated
allocation of expenditure has been made to sub-head M (a).

Expenditure on account of pay and allowances of certain personnel employed in the Bombay
dockyard has not been allocated to main head IV. Additional information on this subject has
been supplied by the Indian delegation.

None of the expenditure on pay and allowances of personnel employed in the aircraft depot
and aircraft park has been allocated to main head IV. It has not been possible to separate the
pay of personnel engaged on repairs and of storekeepers from the pay of other personnel. Addi-
tional information on this subject has been supplied by the Indian delegation.

6. Head IV: Division between Sub-heads.

No particular difficulties have been encountered in dividing the expenditure under head IV
between the various sub-heads.

7. Special Questions.

Allowances. - Syce, forage, lodging and other allowances paid to officers have been included
under sub-head A, as under the present system of accounts these allowances are merged with
pay and no separation is possible.

Expenditure on kit and clothing allowance, and ration allowance, issued to troops and
followers, has been allocated to sub-head E.
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E. TABLES ANNEXED TO THE MODEL STATEMENT.

Table A.

(a) For the purposes of annexed Table A, the Government of India regards as "reserves"
only reserves properly so called, and not the auxiliary and territorial forces, which have a special
organisation and the objects of which differ from those of the army.

(b) It is not possible, from the information contained in the financial account, to check
either the total amount shown in annexed Table A or its allocation to Articles I and 2.

Table B.

The figure originally given in the Model Statement has been corrected by a deduction of
Rs. 1,23,626 for material not used for new construction and the maintenance of vessels.

Table C.

The amount of Rs. 39,47,959 shown in Table C represents the Military Reserve Fund, which
has been fully explained. It should be noted that the amount contained in the reserve fund
can only be placed at the disposal of the army administration in any given year on Government
authorisation.

Table D.

No observations with regard to the entry " Nil ".

Table E.

No observations with regard to the entry " Nil"

Table F.

It has not been possible to allocate the pensions figures to the subdivisions of the Model
Statement.

List of Documents.

Budgetary system: reply of the Government of India to the questionnaire of the Technical Committee (document Conf.
D./C. D./C.T. 17).

Model Statement with explanations, annexed tables and reconciliation tables (documents Conf.D./C.D./C.T.3I, and Conf.
D./C.D./C.T.3I(A); this document contains the finally revised text of document C.8 4 4 .M. 4 23.I931.IX. [Conf.D.3I]

pages 8 to 32).

Budgets:
Final Budget Estimates of Expenditure on Military Service for the Year I929-30;
East India Budget: Return of the Budget of the Governor-General of India in Council for I929-30;
Government of Bengal: Civil Budget for the Year 1931-32.

Closed accounts for the year 1929-30 (Finance and Revenue Accounts of the Government of India).

Observations of the Technical Committee (document Conf.D./C.D./C.T.o5).

Reply of the Government of India (document Conf.D./C.D./C.T.67).

Minutes of the audition meetings (document Conf.D./C.D./C.T./Audition/P.V.2 and erratum).

Supplementary information (documents Conf.D./C.D./C.T.82 and 82(A)).
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IRISH FREE STATE.

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The budget is prepared by the departments concerned.
The proposals of the various departments relating to expenditure are centralised by the

Minister for Finance. After an exchange of views between the Minister for Finance and the
Ministers concerned, certain agreed changes are made in the draft budget to meet the views of the
Minister for Finance. The latter approves the draft budget in its final form.

2. Discussion and Voting of the Budget.

(a) The draft budget is submitted for discussion to the Lower House (Dail Eireann). The
Upper House (Seanad Eireann) has no legislative powers in regard to money Bills. In the event
of dispute arising as to whether a Bill is a money Bill, the point is settled by a Committee on
Privileges consisting of three members elected by each of the Chambers, and the Senior Judge
of the Supreme Court as Chairman.

The draft budget is first considered by the whole Dail sitting as a Committee on Finance.
The proceedings of the Committee on Finance are public. The Minutes are not published, but the
Committee draws up a report, which is published and put on sale.

The Dail then discusses the draft budget in plenary meeting. Plenary meetings are public,
and the debates are published in extenso in the parliamentary papers.

The right of initiative in the matter of expenditure is vested solely in the Government.
The budget is voted by the Lower House (Dail Eireann) alone.
(b) National defence expenditure is voted each year. No national defence expenditure is

borne on the Central Fund, which does not form the subject of an annual vote. All national
defence expenditure is included in the supply services, which are voted annually.

National defence expenditure, in common with all other expenditure, is, as a general rule,
voted three or four months after the beginning of the financial year.

Between the beginning of the financial year and the voting of the budget, public expenditure
is met out of votes on account. These are credits voted en bloc for three or four months on the basis
of the estimates of monthly requirements. Votes on account are not applicable to new services
not yet approved by the Dail.

Excess votes are sometimes passed after the close of the budgetary year.
(c) Expenditure is in every case authorised by law. If credits are exceeded by the

Government, it has to apply for supplementary credits to the Dail.

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

(a) The draft budget is published, and contains detailed explanations for each item of
expenditure.

(b) The budget is published officially and placed on sale.
(c) The final accounts, called appropriation accounts, are also published and placed on sale.
There is no law ratifying the final accounts.

4. Conditions governing the Expenditure of Credits.

The vote of a credit defines the amount of payments which can be made during the twelve
months of the budgetary year.

No payments can be charged to credits which have been voted for a given year after the close
of that year.

There is no additional period during which payments can be made.
The year-to-year rule is strictly observed. It is not permissible to carry forward credits from

one year to another, or to incur commitments in anticipation of a credit to be voted in a future year.
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5. Division of Expenditure in Budget and Accounts.

(a) The estimates are submitted under a small number of general divisions (votes). Each
vote is in three parts. Part I shows the net total of the vote. It is this part only that the Dail votes.
With the exception of the comparatively small charges on civil votes, the whole of the national
defence expenditure is contained in a single vote. It will thus be seen that it is voted en bloc by
the Parliament.

Part II of each vote shows the details of the subdivisions (sub-heads), further divided into
"items ", into which the aggregate credit is split up.l These subdivisions-in I930-3I there were
thirty-two sub-heads for national defence expenditure-are fairly numerous, and the wording of
them clearly shows the purpose of the expenditure.

Part III of each vote gives detailed explanations of the different items of each sub-head.

(b) The final accounts are submitted in the general form of the budget, but they contain
rather fewer particulars, the payments effected being shown for each sub-head only, but not their
distribution between the different items of the sub-head.

(c) Transfers. -- The Dail votes only the total of the credits for national defence, but the
Minister for Defence can obtain power to use credits under one sub-head to cover excess under
another sub-head. This also applies to the subdivisions of one and the same sub-head (items).
The use of credits under one sub-head, however, to cover excess expenditure under another sub-head
has to be authorised by the Minister for Finance. Recourse to this procedure is, however, not
frequent. The Comptroller and Auditor-General exercises special supervision over these operations
and, if they are unduly large, he reports the matter to the Public Accounts Committee of the Dail.

Any departure from the form of appropriation approved by Dail Eireann must be shown in the
appropriation accounts.

6. Unity of the Budget.

(a) All national defence expenditure is shown in the general budget of the State.

There are no special funds or accounts in connection with national defence.
Certain expenditure on national defence is included in the budgets of other civil departments.

The proportion of this expenditure to the total national defence expenditure is very small.
No national defence expenditure is included in the budgets of local administrative bodies.
There is no naval expenditure. The expenditure on the land and air forces is not shown

separately, although certain expenditure on the air forces comes under separate items in the budget.

(b) Gross and net expenditure. - The budgets and accounts show the net expenditure,
but permit of the reconstitution of gross expenditure. The Dail votes only the net expenditure,
but it fixes the amount of revenue which can be used by Ministers over and above the net credits
voted.

7. Supervision during the Execution of the Budget.

Supervision during the execution of the budget is exercised:

(a) By the supervision of the higher administrative officials of the departments
concerned;

(b) By an accounting officer, who is the permanent civilian head of the Department of
Defence appointed by the Minister for Finance. This high official is required to see that all
expenditure is in order and duly authorised. He has at his disposal, for purposes of supervision
and control, civilian officers who are in charge of the four finance branches of the Department
of Defence. The accounting officer bears pecuniary responsibility for his activities and for
those of the accountants under his orders;

(c) By the Comptroller and Auditor-General, to whom the accounting officer submits
the monthly account of his operations and at the end of the year the appropriation account
of national defence expenditure;

(d) By the Minister for Finance, who exercises a general control over expenditure
consistently with the intentions of the Dail. A commitment which is not expressly provided
for in the budget, or whose regularity appears open to doubt, must be authorised by the
Minister for Finance at the request of the accounting officer.

8. Final Audit.

Final audit is exercised:

(a) By the Comptroller and Auditor-General, who controls all disbursements and
audits all accounts. He addresses a report to the Dail, in which he embodies his observations.

1 This is the part of the estimate which serves as a basis for the annual appropriation account, which has to be

submitted after the close of the execution of the budget to the Dail, in order to show the use made of the credits voted.
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He draws the Dail's attention to any irregularities. He carries out formal audits in order to
satisfy himself that payments have been authorised and effected. He may recommend to the
Public Accounts Committee and the Dail the disallowance of certain items in the appropriation
account. This high official cannot be removed from office except by a vote of the two Houses.
He may not hold any other paid office;

(b) By the Public Accounts Committee, whose chairman is chosen from the members
of the opposition. The Public Accounts Committee examines the appropriation accounts.
It addresses a report to the Dail embodying its observations. This Committee cannot take
any executive measures against officials or accountants who are guilty of irregularities; but,
apart from judicial proceedings, executive action would be taken at the instance of the
Minister for Finance against any official guilty of irregularities. The Public Accounts
Committee has the right to require the attendance of any witnesses, and the power to send for
any documents which may be needed for its investigations;

(c) By the Dail itself, which may ratify any disallowances in the appropriation account
made by the Public Accounts Committee.

B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

i. Budgetary Year.

The budgetary year runs from April ist to March 3Ist. There is no additional period in
which settlement of payments incurred during the preceding budgetary year may be effected:
no order of payment in respect of the preceding budgetary year may be issued after March 3Ist.

2. Budget and Accounts.

There is only one Ministry for National Defence. The Irish Free State has no navy. The
air force is an integral part of the land forces, and the credits for the two forces are included in
the same vote and in the same sub-heads of the defence budget and accounts.

3. The Model Statement.

The Model Statement for the army relates to the budgetary year I930-31, and shows the
gross amount of disbursements effected in that year. Expenditure for the air force has been
included in the Model Statement for the army. Table D of the Model Statement has, however,
been compiled in addition.

The Model Statement is based on the figures of the closed account of the Department of
Defence for the budgetary year I930-3I, to which have been added items of expenditure included
in the closed accounts of certain civil departments as having been effected on account of the
national defence services. The respective amounts of the latter have been computed from the
internal accounts of the departments concerned. All the closed accounts in question have been
audited and published.

There is no extra-budgetary expenditure.

4. Execution of the Budget.

Payments are effected by payment orders on the Paymaster-General issued and signed by
an official of the Department of Defence nominated by the accounting officer, except payment
of civilians attached to units and non-commissioned officers and men, who are paid in cash from
imprests made to the officers commanding the units concerned. The internal audit of accounts
is carried out by the accounting staff of the department under the accounting officer. Vouched
monthly accounts of the transactions of the department are furnished to the Comptroller and
Auditor-General.

5. The Account.

The account of the Department of Defence shows actual disbursements effected within
the budgetary year (April Ist to March 3Ist) on both a gross and a net basis. It follows the form
of the budget but with less detail. There are no special funds and no State arms factory. The
account is finally closed six months after the end of the budgetary year.
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6. Audit and Publication of the Account.

The account is finally closed six months after the end of the budgetary year.
As soon as the account is finally closed it is submitted for audit to the Comptroller and

Auditor-General.
It is certified and submitted to Parliament by the Comptroller and Auditor-General with

a report on the transactions to which it relates, eight or nine months after the end of the budgetary
year. It is then published.

The Dail refers the account to the Parliamentary Committee of Public Accounts, and the
report of this Committee is submitted to the Dail and published about twelve months after the
close of the budgetary year.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

i. General Remarks.

(a) The relation between the Model Statement and the accounts is indicated with the aid
of reconciliation tables.

(b) The Model Statement contains the expenditure on the land forces and the air forces.
(c) The budgetary system is not found to present any obstacle to the inclusion of all national

defence expenditure in the Model Statement.

(d) Departures from the instructions concerning universality of expenditure have been
found to exist in certain cases specified below.

2. Military Departments.

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

(b) The allowances granted to personnel on retirement or discharge from the armed forces
are included under sub-heads A and B of the Model Statement.

(c) Advances are not included in the Model Statement and are of rare occurrence.
(d) As regards the expenditure for the purchase of goods and services abroad, the figures

of the Model Statement show the amount of the sums actually paid in national currency.

3. Civil Departments.

(a) No part of the expenditure on the Topographical Service is included in the Model State-
ment. The military authorities buy maps from the Topographical Service on the same terms
as private persons.

(b) There is no hydrographical service.

(c) No part of the expenditure on wireless stations is included in the Model Statement.
(d) The expenditure on buoyage and the lighting of coasts is not entered either in the budget

or in the Model Statement. It is covered by the proceeds of charges on shipping.

(e) There is no Red Cross organisation whose regulations provide for co-operation with the
army in time of war.

(i) There are no physical training organisations whose chief aim is preparation for military
service.

(g) The rates charged by the railways for the conveyance of military material and personnel
are the subject of a commercial agreement between the State and the railway administrations.
The advantages secured in this way correspond to those which are granted to ordinary industrial
concerns.

(h) Certain payments to municipalities in respect of buildings occupied by the armed forces
have been included in the Model Statement.

(i) The expenditure on the Secret Service is not in any way concerned with national defence.

(j) The cost of external supervision and auditing has not been included in the Model
Statement.

(k) The expenditure incurred for Haulbowline Dockyard has not been included in the Model
Statement. The Irish delegation has declared that this dockyard is now being used solely for
commercial purposes.

4. Special Questions.

(a) According to the statements of the Irish Free State delegation, there are no formations
organised on a military basis. The Garda Siochana is an unarmed body which does not receive
military training, and presents none of the characteristics of a formation organised on a military
basis.
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(b) There are no special funds concerning national defence.

(c) The expenditure appearing in the Model Statement is gross expenditure without deductions
of any kind.

(d) Pensions have been excluded from the Model Statement and inserted in Table F.

(e) No national defence expenditure is effected out of the proceeds of loans.

(f) There are no claims in arrears.

D. DISTRIBUTION OF NATIONAL DEFENCE EXPENDITURE BETWEEN THE

TABLES, HEADS AND SUB-HEADS OF THE MODEL STATEMENT.

i. Separation of Army and Air Force Expenditure.

The land and air forces are administered by a single Department of Defence, and their
expenditure is comprised in a single budget and account under common sub-heads. In the
departmental accounts, however, there are in many cases separate accounting heads for the air
force, and these have been used to determine the respective expenditure of the two forces. Where
such separate accounting heads were not available (which was the case for between 3 and 4 per cent
of the total expenditure on the land forces), the expenditure shown in the Model Statement for the
air force has been computed on the basis of the average strength of air force effectives during the
year I930-3I. The delegation of the Irish Free State has stated that the account could be adapted
so as to separate expenditure on the land and air forces for I933-34, if required.

2. Coast Defence.

Coast defence is not carried out by the military forces of the Irish Free State.

3. Optional Columns.

There are no formations organisceed on a military basis and no armed forces stationed overseas.
The optional columns hae accordingly not been filled up.

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

Of the thirty-two sub-heads into which the budget and accounts are divided, twenty-seven
required to be split between two or more sub-heads of the Model Statement. The split has been
effected by the aid of the subsidiary or auxiliary departmental accounts kept under each sub-head.

The Irish Free State delegation has declared that the only difficulty encountered in interpreting
the instructions of the budgetary experts is the difficulty that must always result from the
attempt to apply general abstract principles to particular concrete circumstances. The structure
of the accounts also has not, in some cases, permitted the detailed information required to be
supplied. The chief items concerned relate to (i) resignations, retirements and gratuities, and
(2) attendance of army teams at horse shows abroad. Expenditure on the latter has been treated
as a subsidy to the horse-breeding industry and charged to sub-head F.

All expenditure in connection with the Army Reserve is bulked under sub-head D, instead
of being distributed according to its nature between sub-heads D, E and G.

5. Head IV: Separation from Other Heads.

The accounts of factories and workshops engaged on the production of war material are not
kept on a costing basis and no figures are available for the personnel therein employed, the cost

devoted almost exclusively to the care and upkeep, not to the manufacture, of equipment.

6. Head IV: Division betweent Sub-heads.

The split between sub-heads has been effected by the aid of internal accounts. No expenditure
has been charged to sub-head N of the Model Statement.

7. Special Questions.

(a) Allozewances. - Allowances have, as a general rule, been charged to Pay sub-heads.

(b) Doctors and Nurses. - Expenditure on civilian doctors has been charged to sub-head E
of the Model Statement; that of nurses to sub-head A.
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E. TABLES ANNEXED TO THE MODEL STATEMENT.

Table A.

(a) The difference between the totals in annexed Table A and the total shown under sub-
head D of the Model Statement is due to the fact that the totals in Table A include solely
expenditure in respect of pay and grants, whereas the total in Table D covers expenditure
relating, not only to pay and grants, but also to all the other services.

(b) The figures cannot be checked, because they have been taken from the departmental
subsidiary ledgers, which are not published.

Table C.

In no circumstances may credits be carried over from one year to another in the Irish
Free State.

Table D.

The system of credit purchases is not practised.

Table F.

(a) The Department of Defence has not long been established, and only one civilian in
the Department has so far been pensioned. No pensionable civilian had retired from the
department up to the end of the financial year I930-3I.

(b) The figures given do not include payments to officers of the "available " class and
on half-pay, etc., which are shown under sub-head D of the statement.

(c) The following items, which might be treated as pensions expenditure, have not been
included in annexed Table F:

Sub-head

C, Artificial limbs, etc................. 266
E, Expenses of applicants . ..... ..... .. . I05
F, Medical fees .................... 5
G, Hospital treatment . ........ .... .. .. 98
I, Salaries, etc. . ............ .. .......... 341
L, Incidental expenses ................ 12

£927

(d) The present regulations relating to the payment of gratuities to military personnel
on retirement are of a temporary nature. The amounts paid under those regulations in the year
I930-3I and charged to sub-heads A and B of the Model Statement are as follows: officers, £I,56; ;
other ranks, Ig9,o95.

(e) It is doubtful whether expenditure on these gratuities should be included in the
Model Statement.

List of Documents.

Budgetary system: Reply by the Irish Free State delegation to the questionnaire of the Technical Committee (document
Conf.D/C.D./C.T.8I).

Model Statement with explanations and annexed tables. Reconciliation Statement (document Conf.D./C.D./C.T.8o).
Budgets:

Estimates for public services for the year ending March 31st, I93I;
Amount required to defray the cost of the army, including army reserve;
Sub-head under which this vote will be accounted for by the office of the Minister for Defence;
Votes: Sub-heads.

Accounts:
Appropriation accounts, 1930-31;
Finance accounts of Saorstat Eireann for the Financial year 1930-3 I, ended March 3Ist, 1931;
Account of the sum expended in the year ended March 31st, 1931, compared with the sum granted for the cost of
the army, including army reserve.

Observations of Technical Committee (document Conf.D./C.D./C.T.95).
Replies of the Irish Free State delegation (document Conf.D./C.D./C.T.I23 and corrigendum).
Minutes of audition meeting (document Conf.D./C.D./C.T./P.V. Audition I7 and corrigendum).
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ITALY.

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The draft budget is prepared by the Administrations. The Minister of Finance centralises
all the estimates of expenditure of the various Ministries. Being responsible for balancing the
expenditure and revenue, he may request the other Ministers to reduce their estimates of
expenditure. If agreement is not reached between the Minister of Finance and the other Ministers,
the draft budget is established by the Council of Ministers.

2. Discussion and Voting of the Budget.

(a) The draft budget, framed as described in paragraph I, after being laid before the
Bureau of the Chamber of Deputies, is referred for examination to special commissions and to
the General Budget Commission.

The meetings of these commissions are not public, but each commission, through its
Rapporteur, frames a report which it presents to Parliament. These reports, giving a summary
of the discussions, are published in the Parliamentary proceedings.

The budget is discussed in public before the Chamber of Deputies.
When the budget has been voted by the Chamber of Deputies it is sent to the Senate, where

the procedure of discussion is the same as before the Chamber of Deputies.
The public discussions in the Chamber of Deputies and the Senate are reported in extenso in the

Parliamentary proceedings.
Members of Parliament have the right to propose expenditure.

(b) The national defence expenditure is voted each year.
In the case, however, of extraordinary expenditure to be spread over several years,

the total amount of which has been voted by Parliament, the Executive is empowered to enter
into commitments up to the full amount; that part of the expenditure which has to be met each
year must, however, be included in the annual budget and voted with the budget law.

(c) The expenditure is authorised by law.
Decrees may, however, be passed opening new credits during the execution of the budget,

in the event of unforeseen requirements. Such decrees, on pain of annulment, must be submitted to
the two Chambers at latest during the third sitting after publication.

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

The draft budget, the budget as voted and the final accounts are published officially.

4. Conditions governing the Expenditure of Credits.

(a) The credits voted fix in principle the maximum limit within which it is possible to
contract liabilities during a budgetary year-i.e., to incur debts on behalf of the State.

If the total of the commitments entered into during the year is less than the sum of the credits
voted, the difference between the commitments and the credits is, in principle, cancelled at the
end of the year.

The difference between the total of the credits forming the subject of commitments and the
payments effected in the course of a year is transferred to the so-called " debit arrears " account.
That account, credited with the said difference, is debited successively with the amount of
the payments effected.

The amount of the credits carried forward from one year to another is also included in the
debit arrears.

If, in the course of the execution of the budget, fresh expenditure is authorised, the
corresponding credits are added to those voted in the budget law.

With the object of making the figures for the cash account approximate to those of the budget,
payments may be effected on account of a budgetary year during a period of one month after the
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close of that year. This provision applies both to the current budget and to the debit arrears.
Such payments are shown in the final accounts for the budgetary year.

(b) The rule of annual credits (annalite) is in principle observed, in the sense that such
part of the credits as has not been used up by commitments at the end of the year is cancelled,
except in the case of credits appearing in certain sub-heads expressly indicated in the ordinary
budget and credits for extraordinary expenditure spread over several exercices. The part of such
credits which has not been utilised by the end of the year, by commitments, and which is
still required, is not cancelled; it is transferred to the arrears account and can be utilised in the
course of subsequent years. Such credits, however, cannot be utilised for any purpose other
than that for which they were originally voted.

5. Division of Expenditure in Budget and Accounts.

(a) The expenditure presented separately for the four ministerial departments of national
defence (War, Marine, Air, Colonies) is voted by the several Ministries by divisions, according
to whether the expenditure is ordinary or extraordinary; by categories, according to whether
the expenditure is actual expenditure or whether it concerns the movement of capital; by heads,
grouping together several sub-heads; by sub-heads.

The sub-heads are fairly numerous.
(b) The closed accounts are rendered in the same form as the budget.
(c) Transfers between the sub-heads are illegal. In order to increase the credits under a

given sub-head, a special law is required, even if the credits under another sub-head of the same
budget are reduced.

Transfers from budget to budget may also be authorised by law. In practice, however,
these transfers are only possible in the case of the transfer of a service from one Ministry to
another.

In order to make good any deficiency of the budgetary credits, the Minister of Finance
possesses a reserve fund for certain clearly specified expenditure and also a reserve fund for
unforeseen expenditure. Moreover, each Minister of National Defence possesses a fonds a la
disposition in his budget. The Minister of Finance and the Ministers of National Defence (in
agreement with the Minister of Finance) may utilise these reserve funds to make good the
deficiencies of certain budgetary credits.

6. Unity of the Budget.

(a) In principle, national defence expenditure is included in the budget of the State.
Certain items of expenditure are included in the budgets of the Civil Ministries. The proportion

of such expenditure as compared with the total amount of national defence expenditure is
9.9 per cent. It must, however, be pointed out that the Italian delegation has inserted in the
Model Statement expenditure on the Royal Carabineers, Customs officers, and other formations
in regard to which the Conference will have to decide whether they are to be regarded as
formations organised on a military basis.

National defence expenditure is also found in the budgets of the colonies and-representing
a very small amount-in the budgets of the provinces and communes. Contributions are made
to the budgets of the colonies out of the budget of the Colonial Ministry.

There are separate budgets for the Ministry of War, the Ministry of the Marine, the Ministry
of Air, and for each colony.

There are no special accounts or funds relating to national defence.
(b) The budgets and accounts show, as a general rule, the gross expenditure.

7. Supervision during the Execution of the Budget.

Supervision over the execution of the budget is ensured during the budgetary year:

(a) By the supervision of responsible heads of departments over their subordinates.
(b) In each Ministry by an Accounts Department, which is under the Minister of Finance;

this Department sees that the laws are observed and that all the instructions given by the
Minister of Finance for the proper administration of the budget and the conservation of the
resources of the State are carried out.

The heads of the Accounts Department endorse the commitments and orders for payment
prepared by the administrative offices. If a head of department does not feel justified in
endorsing a commitment or an order for payment which he regards as irregular, he informs
the Minister to whom he is attached.

(c) By a general Accounts Department of the Ministry of Finance (Ragioneria generale
dello Stato), which supervises the Accounts Departments of the Ministries with a view to
ensuring the proper administration of the budget. This Department also prepares the closed
account to be submitted to Parliament.

(d) By the Court of Audit, which is required to endorse commitments and orders for
payment and also the Decrees prepared by the administrations. The Court of Audit has the
right to refuse this endorsement. In such cases, the decision of the court is transmitted by
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its President to the Minister concerned. If the Minister is not in agreement with the court,
the decision is examined by the Council of Ministers. If the Council of Ministers is of opinion
that the document is in order, the court is required to re-examine the matter. If it adheres
to its opinion, the document or Decree in question may only be passed "subject to reserva-
tion" (" con riserva"). Documents passed "subject to reservation " are communicated
periodically to Parliament for sanction.

8. Final Audit.

Final Audit is exercised:

(a) By the Court of Audit. The closed accounts of all the Ministries are transmitted
to the Minister of Finance before November 30th. After verification, the latter communicates
them to the Court of Audit, which must examine them for the purpose of ascertaining whether
the closed account has been correctly made out and agrees with the entries in its own books.

As regards the officials responsible for executing the budget, the court possesses juris-
dictional power. These officials are only freed from responsibility after the Court of Audit
has certified the accounts correct.

The court derives its authority by delegation from the Legislature. It constitutes an
autonomous body and its members are irremovable.

The Court of Audit is the highest organ for the verification of accounts.

(b) By Parliament, to which the closed account is submitted for sanction.

B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

I. Budgetary Year.

For more than fifty years the budget year has begun on July Ist and ended on June 30th.
There is an additional period of one month, during which orders may be issued and paid for

expenditure incurred before the end of the budget year. All payments are entered in the closed
account for the financial year during which they are made.

2. Budgets and Accounts.

There are separate Ministries, budgets and accounts for each of the three armed forces.

3. The Model Statement.

The Model Statement was based on the closed accounts for I930-3I. However, in the case of the
colonial expenditure, as it was impossible to obtain exact figures in time for that year, the figures
in the closed account for I929-30, which had already been audited and published, were inserted.

The tables relating to the three armed forces have been filled in. The amounts entered in the
Model Statement indicate payments and represent gross expenditure.

The basis of the figures in the sub-heads of the Model Statement are:

(i) The various sub-heads of the audited and published accounts of the army, navy
and air forces for I930-3I.

(ii) The various sub-heads of the audited and published accounts for the Colonies
for the year I929-30.

(iii) The various sub-heads of the closed budgetary accounts of the civil departments
in so far as they include military expenditure.

(iv) Certain expenditure borne on the provincial budgets.

As regards the last, it has only been possible to give approximate figures; these
relate to:

(a) Barrack charges for the Royal Carabineers;

(b) Certain expenditure in respect of landing grounds; this expenditure was
transferred to the air budget as from the I930-3I exercice.

(v) An estimate of the rent of State buildings used by the army. In point of fact, no
rent is paid for such buildings.

When drawing up the Model Statement, it was sometimes necessary to split up the figures of the
closed accounts among the heads and sub-heads on the basis of internal documents.

The Model Statement includes a sum of about 300,000,000 lire derived from a credit allotted
to extraordinary expenditure on national defence. Provision for this credit is made in a law of
June I8th, I93I. Commitments were entered into in respect of this sum during the exercice I930-3I.
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Almost all the payments charged to those credits were effected after the close of the I930-3I
exercice. The Italian delegation considered that the Model Statement would have given an
incorrect idea of the expenditure for the year I930-3I if this large sum of 300,000,000 lire had been
omitted.

4. Execution of the Budget.

In each Ministry there is an Accounts Department, which is under the Ministry of Finance;
this Department sees that th ebudget is properly administered. The commitments and payment
orders issued by the administrative offices are endorsed by the heads of these Accounts
Departments.

5. The Accounts.

The Italian accounting system is based on the principle that the commitment constitutes the
act by which the credit is used. Commitments may only be entered into up to the end of the budget
year. A cash account is kept independently of the commitment account. Orders for payment are
also recorded. The Italian Government was able to draw up the Model Statement on the basis
of exact figures for payments.

The figures entered in the closed account represent gross expenditure. The account is made
out in the same form as the budget.

There are no special funds or State establishments for the manufacture of war material which
enjoy budgetary autonomy.

When the exercice is closed, orders for payment which have not been cashed and which
need not be cancelled as having lost their validity are carried forward to the arrears account
(conto dei residui) for the following exercice. For administrative purposes, orders for payment
lose their validity if not cashed two years after the year in which they were issued in respect
of the ordinary part of the budget, and three years in respect of the extraordinary part.
Commitments for which orders for payment have not been issued and credits in respect of which
commitments have not been entered into before the end of the twelfth month and which it is
permissible to carry forward-that is to say, extraordinary credits and certain other credits
specially mentioned in the military budgets are also carried forward. All these figures are shown
together in the same column in the closed accounts.

6. Auditing and Publication of Accounts.

The closed accounts of the various Ministries are sent to the Minister of Finance before
November 30th. After they have been checked, the Minister of Finance forwards them to the
Court of Audit during December. Before January 25th, the Court of Audit declares them in
order (i.e., that they are in conformity with the court's books), and, before the end of that month
the Minister of Finance lays them before Parliament. They are published within the same period.
Once the closed account has been finally passed by Parliament, it cannot be altered in any way.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

I. General Remarks.

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

(b) The Italian Model Statement shows-amongst other items-expenditure in respect of the
armed forces and certain formations in regard to which the Conference will have to decide whether
they are to be regarded as organised on a military basis.

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

(d) Derogations from the instructions regarding universality of expenditure have been
noted in certain cases mentioned below.

2. Military Departments.

(a) Pay appears in the Model Statement in full without deductions.
(b) The foregoing expenditure does not include advances granted to military personnel in

exceptional cases for the purchase of horses, as such advances are refunded.
(c) All expenses abroad are paid by the "ministerial accountant " of the Ministry of

Finance, to whom the military departments repay the actual amount expended for the purchase
of foreign currency.



3. Civil Departments.

(a) Expenditure in respect of military aviation and expenditure in respect of civil aviation
are shown under separate heads in the closed accounts, with the exception of certain expenditure
of the central administration. Expenditure on civil aviation has been excluded from the Model
Statement.

(b) The revenue earned by the Hydrographical Department has been deducted.
(c) The Italian delegation regards the cost of upkeep and lighting of lighthouses as military,

and the cost of new constructions and major improvements to lighthouses as civil expenditure.
(d) The road and railway administration does not incur any expenditure for strategic

purposes.
(e) The Italian delegation has included in the Model Statement an amount representing

the rents of State property, although no payment was actually made in this respect.
(f) Nothing was spent in I930-3I on encouraging the manufacture and use of motor vehicles

of a type suitable for military purposes.
(g) The same applies in the case of the merchant marine.
(h) No direct or indirect subsidies are given to undertakings the objects of which are, inter

alia, to manufacture war material in peace-time.
(i) Provinces and communes bear no expenditure for national defence apart from that

specified in the Model Statement.

4. Special Questions.

(a) The Model Statement includes the expenditure in respect of formations then regarded as
formations organised on a military basis shown in document Conf.D.I3. The railway militia
and postal militia were not included, because these organisations are on the establishment of the
railway and postal departments respectively. The expenditure, amounting to approximately
2 million lire, on the " irregular armed troops " which appears in the budgets for Tripolitania,
Cyrenaica and Eritrea is not included in the Model Statement.

(b) Physical education is not regarded as national defence expenditure; a definition of
pre-military training will have to be given by the competent bodies of the Conference.

(c) The Model Statement includes three-fifths of the expenditure for rifle clubs, a law on the
subject having assigned this proportion to the State and one-fifth to the provinces and communes
respectively.

(d) The sums shown in the Model Statement which have not been taken direct from the
sub-heads of the accounts have been computed on the basis of administrative accounts or internal
documents.

(e) If a programme of construction or manufacture of material begins to be executed towards
the end of a budget year, the cash disbursements, including any advances granted, can be traced
in the accounts for the year in question. The amounts remaining available for such extraordinary
expenditure are transferred to the arrears account of the following exercice; under the Italian
budget system there is no Treasury suspense account.

(f) Expenditure under the head capital transfers does not appear in the Model Statement.
This head is confined to transfers which do not affect the net total of the State's assets.

(g) In the case of the Revenue Guard Corps Fund, an autonomous body which administers
the clothing fund of the Revenue Guard Corps, the Model Statement shows only the amounts
paid over to the fund from the closed accounts in respect of the uniform allowance granted to
the corps.

(h) The Military Union, an autonomous body whose purpose it is to supply officers with
articles of uniform, equipment, etc., received an advance from the State to enable it to facilitate
the sale of these articles on credit. As the Military Union may only keep such stocks as are strictly
necessary for its normal sales, like any commercial firm, the advance could not result in an increase
in the stocks.

(i) The horses of the rank and file are paid for by the State, whereas officers buy their own
mounts; the State advances sums to officers for that purpose; the officers subsequently repay their
debt to the State.

(k) The expenditure on troops stationed in China is shown in the Model Statement.
(j) Special Funds. - Apart from the State budget, there are no special funds; there are

budgets for autonomous departments (including the Fund of the Royal Revenue Guard), but
these budgets are annexed to the general budget. Transfers of funds from one budget to another
are not allowed.

(I) Italy has no armaments-manufacturing concerns with budgetary autonomy.
(m) The Italian delegation states that there are no extra-budgetary resources.
(n) Deductions. - The Model Statement shows gross expenditure; under Italian legislation,

the services are not allowed to increase the credits granted them by the addition of special receipts.



- 78 -

The Italian delegation has interpreted the budgetary experts' instructions as meaning that all
re-allocations (riassegnazioni) assigned to services in return for goods delivered or services rendered
to departments or to private persons should be deducted from national defence expenditure;
any other procedure would, in the opinion of the Italian delegation, lead to duplication, as the
same expenditure would be inserted twice over. The proceeds of the sale of condemned material
are all paid into the Treasury and do not involve a re-allocation (riassegnazioni).

(o) There is no evidence of claims outstanding in the Italian budget. The Model Statement
shows all payments, including those entered in the arrears account.

(p) Nothing has been spent out of the proceeds of a loan.

(q) Pensions. - The Model Statement omits pensions. Pensions are taken to be the fixed
allowances made to personnel no longer in service; half-pay is the remuneration paid outside
training periods to personnel not employed; reserve pay is the allowance made to reservists during
training periods.

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.

The expenditure on each force is shown separately. No general difficulty has been experienced
in this respect, as a separate Ministry exists for each force and separate budgets and accounts
are kept and published.

The Royal Revenue Guard has both naval and military duties. Its expenditure, which is
borne on the budget of the Ministry of Finance, has been split between the two services in
proportion to the strength of the personnel serving in each of the two forces.

2. Coast Defence.

Expenditure on coast defence is shown in the naval forces Model Statement. Some of this
expenditure, which is included in the accounts of the Ministry of War, has had to be calculated
on the basis of internal documents. It has not been possible, however, to isolate in these accounts
the expenditure on material used for coast defence.

3. Optional Columns.

These have not been filled in, owing to the impossibility of accurately separating military
expenditure in the colonies from certain classes of military expenditure relating to the home
country.

Expenditure on formations organised on a military basis is not shown separately.

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

The structure of the Italian accounts makes it possible to transfer many figures direct from
the closed accounts to the Model Statement. Where a figure taken from those accounts has had
to be subdivided, recourse has been had to internal accounts and other information in the possession
of the various departments. This is specially true as regards head IV expenditure and expenditure
of a military nature borne on the civil budget.

5. Head IV: Separation from Other Heads.

Difficulties were met with in splitting up expenditure on naval personnel between sub-heads
A and B and sub-heads L and M. This has been done in the proportion of three-quarters to head I
and one-quarter to head IV; the latter has been split between L and M in the proportion of 2 to I.
These proportions cannot be regarded as definitive. No more accurate split could be made;
it is based on estimates prepared by the Administration.

It was not possible to isolate, in accordance with the budgetary experts' instructions, certain
expenditure on civilian personnel in naval establishments chargeable to head IV. The salaries
of officials (as opposed to workmen) employed in depots (as opposed to manufacturing establish-
ments) are included in head IV, though strictly they should be shown under sub-head C.
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The overhead expenditure chargeable to head IV is not shown separately in the accounts
of the three forces and has had to be estimated.

Owing to the difficulty of separating this expenditure accurately, certain overhead charges
amounting to about Io,ooo,ooo lire for all three forces have not been included in head IV.

6. Head IV: Division between Sub-heads.

The Italian delegation stated that, owing to the structure of the Italian accounts, it is quite
impossible to split up the expenditure under sub-heads L and M (naval forces) between those
sub-heads in accordance with the instructions in the experts' report.

The amounts of items 63 to 68 and 80 of the naval closed account for naval construction,
maintenance, arms and ammunition, totalling 739,090,50I lire, have been split on a basis of
two-thirds to sub-head L and one-third to sub-head M. This proportion is based on expenditure
for pay and certain approximate estimates.

No expenditure has been inserted under sub-head N.

7. Special Questions.

(a) Allowances. - Cash allowances having a permanent character, including those for
rent, horses, clothing and, in certain cases, food, are shown in sub-heads A, B and C of the Model
Statement. The figures are audited figures taken from the relevant chapters of the account.
Travelling expenses and miscellaneous allowances are included in sub-head G. The figures
for this expenditure could only be established on the basis of internal accounts and administrative
data.

(b) Telegraphic and Telephonic Expenses. - A part of these expenses, which could not be
isolated, is included in office expenses under sub-head E, and not under sub-head G.

(c) Targets. Expenditure on targets is shown in sub-head M of the Model Statement.

E. TABLES ANNEXED TO THE MODEL STATEMENT.

Preliminary Note. - Italy has supplied three annexed tables, one for each of the three armed
forces.

Annexed Table A. - (a) Item 2 includes only the remuneration of reservists called up.
(b) Italy has no special schools for reservists.

Annexed Table B. - (a) The amount included in this table is approximately the same as
that in sub-head L in the Model Statement.

(b) The following expenditure is not regarded as "Expenditure on Naval Construction":
gun-mountings, electrical and radio equipment, torpedo tubes and equipment, fire-control equip-
ment, searchlights, optical and sound apparatus.

This expenditure comes under the Departments for Naval Arms and Armaments.
Detailed amounts corresponding to the budgetary experts' definition could not be supplied.
(c) The figures entered in the table represent the cost of upkeep of vessels even when they

are at sea.

Annexed Table C. - The amount inserted in this table represents:

(a) Total " debit arrears " at the end of the budgetary exercice to which the Model
Statement relates, as these refer to commitments which under Italian law will be paid without
any further authorisation in the following exercices.

(b) Credits for which provision has already been made in special laws and which are
to be authorised by Parliament in subsequent budgets.

Annexed Table D. - No remark on the "nil" entry.

Annexed Table E. - No remark on the "nil" entry.

Annexed Table F. - (a) The pension figures under item I cannot be split between paragraphs
(a), (b) and (c).

(b) A reconciliation table has been supplied for a comparison of the figures in the Annexed
Tables F with those in the closed account.
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