
JAPAN.

A. BUDGETARY SYSTEM.

I. Preparation of the Draft Budget.

The budget is prepared by the Administrations. The Minister of Finance centralises the
estimates of expenditure and of revenue of the various Ministries and, in consultation with them,
draws up the draft general budget.

The draft budget is finally approved by the Council of Ministers.

2. Discussion and Voting of the Budget.

(a) The draft budget, drawn up as shown in paragraph I, is submitted in the first place to the
Chamber of Representatives. Before being discussed at a plenary meeting, it is examined by the
Budget Commission of that Chamber and its Sub-Commissions. The President of the Commission
reports to the Chamber on the results of the examination. Minutes of the Commission's observations
are distributed to members of the Chamber and to the Ministries concerned.

After the Chamber of Representatives has voted the budget, the latter is sent to the
Chamber of Peers, which examines it and votes it, following the same procedure as the
Chamber of Representatives.

The debates of the Budget Commissions are not public, but representatives of the Press are
permitted to attend the debates of the Budget Commissions of the Chamber of Deputies.

The plenary meetings in both Chambers are public and reports of these meetings are published
in the Official Journal.

Members of the two Chambers have no right of initiative in regard to expenditure. Parliament
may only propose reductions in the Government's estimates of expenditure. At the same time,
by virtue of powers conferred on the Emperor by the Constitution (i.e., prerogatives relating to the
command or organisation of the armed forces, to the framing of regulations for the Civil Service
and the fixing of officials' salaries), Parliament cannot abolish or reduce, without the consent of the
executive authority, military expenditure which it has approved in the budget for the previous year.

The Diet votes the grand total of the estimate for all the Departments, not the heads, etc.,
into which the estimate may be subdivided.

(b) National defence expenditure is voted each year.
(c) Expenditure is authorised in accordance with the budget estimates voted by the Diet,

but the budget must be sanctioned by the Emperor.
When, in the urgent interests of public security, the Government cannot, by reason of the

internal or external situation, convene the Diet, the necessary financial measures may be taken by
Imperial decree. In that case, the measures in question must be submitted to the Imperial Diet
at its next session and receive its approval.

If the budget is not voted at the beginning of the year, the budget of the previous year is
re-enacted by Imperial decree without parliamentary intervention. The budget of any year can
only be so renewed for a maximum period of a year.

Supplementary budgets are generally voted during the year.

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

The draft budget and the budget as voted are published.
The final accounts are submitted to Parliament but do not form the subject of an official

publication.

4. Conditions governing the Expenditure of Credits.

(a) The voting of a credit defines the amount of the payments that may be made thereunder.
Such payments can be effected after the close of the twelve-month year, during a

supplementary period of one month.
After that date, no payment can be effected out of the funds of the past budgetary year.



(b) In principle, the rule of annalite is observed-i.e., the balance of credits not expended
at the end of the budgetary year is cancelled.

At the same time, a certain number of credits, specially indicated in the budget, may be carried
forward to subsequent years. This applies more particularly to credits in respect of building
construction or the assembly and manufacture of material spread over several years. The carrying
forward of a credit is authorised by the Ministry of Finance without parliamentary intervention.
The credits thus carried forward are added to the credits voted for the same purpose for the
following years.

5. Division of Expenditure in Budget and Accounts.

(a) The National Defence expenditure is presented by heads (chapters) and sub-heads
(items).

The heads are fairly numerous, but contain relatively few sub-heads, so that subjects of
expenditure, in themselves unrelated, are sometimes covered by a single block credit in the
estimates.

(b) The closed accounts are drawn up in the same form as the budget.

(c) Transfers are prohibited between the budgets of the army and navy and, within each of
those budgets, between the various divisions and sub-divisions.

The inadequacy of certain credits is made up for during the execution of the budget by drawing on
a reserve fund. Another reserve fund is designed to meet expenditure not foreseen in the budget

6. Unity of the Budget.

(a) All national defence expenditure is shown in the budget of the military departments,
with the exception of expenditure relating to conscription, which appears in the budget of the
Ministry of the Interior.

Independent budgets exist for certain military establishments when it is expedient to set out
their revenue and expenditure accounts separately, but deliveries by those establishments to the
Defence Ministries are paid for by the latter out of credits granted by Parliament.

The expenditure on the army and on the navy is presented separately.
The expenditure on the air forces is shown in the budgets and accounts of the Ministries of War

and of the Navy. Except in the case of certain items, it is not presented separately.

(b) The budgets and accounts show the gross expenditure.

7. Supervision during the Execution of the Budget.

Supervision during the execution of the budget is ensured:

(a) By the supervision of the responsible administrative authorities;

(b) By the Bank of Japan, which verifies payment orders, ascertaining that the total of
the cheques drawn against a credit does not exceed the total amount of that credit;

(c) By the Minister of Finance, who keeps account of Treasury disbursements for each of
the Ministries. He is thus in a position to ensure compliance with the budget on the part of the
various ministerial departments.

8. Final Audit.

Final audit is carried out:

(a) By the Court of Audit. The Court of Audit is under the direct authority of the
Emperor. It enjoys complete independence of the Government and the Legislature. The
members of the court hold office permanently. They cannot be removed except by judgment
of a criminal or disciplinary court. No member of the court may exercise any other public
function. Members of this high assembly are not allowed to seek election to Parliament.

The court audits the accounts of the Ministers and the general accounts of the Minister
of Finance. It draws up a report of all illegal or irregular transactions which have come to
its notice in the process of audit.

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

(b) By the Diet which, on the basis of the Court of Audit's report, approves or rejects
the closed accounts.
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B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

i. Budgetary Year.

The budgetary year runs from April Ist to March 3Ist, but there is a supplementary period of
one month ending on April 30th of the following financial year, during which payments may be
effected in settlement of commitments incurred during the previous financial exercice. No expen-
diture can be incurred in respect of a financial year after the expiry of the twelfth month of that
year (i.e., after March 3Ist). The regularisation of payments effected and included in the accounts
of a budgetary year during the previous thirteen months can be carried out up to May 3Ist of the
following financial year. This operation is in the nature of an adjustment between the different
Departments and does not imply payments to creditors of the State. These regularisation
payments do not appear in the Model Statement. The corresponding expenditure is included in
the relevant sub-heads of the Model Statement.

2. Budgets and Accounts.

There are separate Ministries for the army and navy, but not for the air forces, whose expen-
diture is included in the budgets and accounts of the other two forces and in the same subdivisions,
although certain aviation expenditure (more particularly relating to war material) is shown
separately. This fact appreciably affects the accuracy of .the various figures shown in each of
the three Model Statements.

3. The Model Statement.

The Model Statement refers to the financial year I929. The tables relating to the three forces
have been filled in.

The figures show the gross expenditure.
The expenditure in the Model Statement represents payments in cash and cheques issued

between April Ist, 1929, and April 30th, 1930, in settlement of debts in respect of services rendered
between April Ist, I929, and March 3Ist, 1930. The figures are based on the last closed accounts
(I929) available on the date on which the Statement was drawn up (September I93I ). The closed
accounts include: (I) the budget account proper and (2) the " first and second reserve "
accounts, the funds of which are used to make good the possible deficit in certain heads of the
budget and to meet unforeseen expenditure.

The closed accounts for I929 were submitted to the Diet in December I930. The closed
accounts for I930 have now been completed and can be consulted. Their publication will be
considered if a Disarmament Convention is signed.

4. Execution of the Budget.

Payments are effected by means of cheques drawn on the Bank of Japan by the paymasters
belonging to the Ministries of National Defence. Payments are reported to the Ministry of Finance.
Although there is no system of internal audit carried out by a separate service of the Ministries of
National Defence, the Minister of Finance supervises the administration of expenditure by
comparing the returns supplied by the paymasters with the deposits and withdrawals at the Bank
of Japan. The Ministers of National Defence draw up the closed accounts and forward a copy to the
Minister of Finance within four months after the close of the budgetary year.

5. The Accounts.

The accounts show payments. They are classified by heads and sub-heads corresponding to
those of the budget. The figures are gross. The expenditure is divided into two categories,
"ordinary "-i.e., that which has to be provided for each year-and " extraordinary ".

There are five special accounts of a military character possessing autonomous budgets,
four of which relate to military establishments.

The accounts of the financial exercice kept at the Ministry of Finance are closed on July 3Ist.

6. Audit and Publication of the Accounts.

The accounts, including any special accounts that may be instituted, are drawn up and
certified by the Minister of Finance, who submits them to the Court of Audit about five months
after the close of the budgetary year.

The accounts are audited by the Court of Audit, an organ independent of the Ministers and
holding authority directly from the Emperor. The report of the Court of Audit is submitted by the
Government to the two Chambers of the Diet at the ordinary session held during the year following
the expiry of the financial exercice. The closed accounts and the Court of Audit's report
are examined by the competent commissions of each of the two Chambers, the latter voting in
plenary session a resolution approving or disapproving the said accounts. The accounts do not
form the subject of an official publication. The Japanese delegation stated that their publication
will be considered if a Disarmament Convention is signed.
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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 Japanese Model Statement contains only one " total " column, no distinction being
made between armed forces and formations organised on a military basis.

(c) The budgetary system as such has not been found to present any obstacle to the inclusion
of all national defence expenditure in the Model Statement.

(d) The cases in which the Rapporteur has drawn attention to departures from the
instructions regarding universality or to doubts concerning the interpretation of these instructions
are mentioned below.

2. Military Departments.

(a) The total amount of pay, etc., is shown in the Model Statement.

(b) No advances are granted to officers.

(c) Exchange. - None of the budget expenditure for the year has been shown at par in the
Model Statement. In the budget of the navy, some of the expenditure appears at par and the
difference in respect of exchange is settled in the budgetary accounts of the Ministry of Finance.
The amount of such differences does not appear in the Model Statement; it is not shown separately
in the closed accounts; it may be assessed at about 700,000 yen. The Japanese delegation is of
opinion that if a Convention were concluded, the Government could include in the Model Statement
an assessment of the differences in respect of exchange relating to national defence expenditure.

3. Civil Departments.

(a) Expenditure on civil aviation is not included in the national defence budgets or in the
Model Statement for air forces.

(b) Apart from the subsidy to the automobile industry, no other subsidies, according to the
statement of the Japanese delegation, are granted to war industries. The subsidies accorded to
civil aviation which appear in the budget of the Department of Communications are quite
unconnected with national defence expenditure; they are of the same character as the subsidies
granted to the merchant marine.

(c) Expenditure incurred on special measures for protection against air attacks is included
in the war budget; no expenditure of this kind is effected by any civil department.

(d) The cost of the preparation of maps intended for sale to the public is not shown in the
Model Statement; the whole revenue therefrom is included under general revenue. The contribution
to the International Hydrographic Bureau is also excluded from the Model Statement.

(e) .The expenditure on military wireless telegraphy stations is included in the budgets of the
army and navy, and is therefore shown in the Model Statement.

(/) The army and navy each have their own meteorological stations and the expenditure
relating thereto is shown in the Model Statement.

(g) Expenditure in connection with the lighthouses at naval harbours and fortifications
appears among the ordinary expenditure of the navy; civil lighthouses are provided for by the
Ministry for Communications. The Japanese delegation is of the opinion that expenditure of this
nature should not be charged to the national defence budget.

(h) The Japanese delegation states that, apart from the expenditure on conscription, no
expenditure on national defence appears in the budgets of other departments. Neither the War
Department nor the Department of the Navy benefits by free services supplied by other
departments. The national defence services pay the amounts actually due and not merely an amount
arrived at by assessment. At the same time, the value of transport facilities is not included in the
Model Statement; that amount cannot be accurately determined.

(i) No part of the expenditure borne on the budgets of the provinces is, in the opinion of the
Japanese delegation, connected with national defence.

(j) In computing the expenditure on the examination and audit of accounts, the cost of the
services of the Court of Audit has been omitted and is not included in the Model Statement. The
Japanese delegation does not think that the expenditure in question, which, moreover, would
be impossible to isolate, should be included in the Model Statement.

(k) The Japanese delegation is of the opinion that the expenditure of the Japanese Red Cross
cannot be considered national defence expenditure. The Red Cross might, of course, in time of war,
be used by soldiers; but, at ordinary times, it has no connection with the army and the navy.
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4. Special Questions.

(a) The Model Statement includes all expenditure relating to the gendarmerie. The question
whether the gendarmerie and other organisations mentioned hereunder are to be regarded as
formations organised on a military basis depends on the adoption of a definition of these formations.

The Chosen frontier guards and the Tsuciura gendarmerie form an integral part of the army
proper.

(b) The police corps, whose expenditure is independent of national defence expenditure,
come entirely under the Provincial Administrations.

(c) No item of the budget can be regarded as expenditure on pre-military training. The
Japanese delegation states that no system exists in Japan for the military training of the young,
but agrees that it is for the competent Committee to settle the question of the definition of such
training.

(d) The budgets for Chosen and Kwantung do not, according to the Japanese delegation's
statement, include any expenditure relating directly or indirectly to national defence. The general
budget contains expenditure relating to the troops stationed in Chosen and in Kwantung. The
Japanese delegation has supplied the Committee with an abridged translation of the Chosen budget.

(e) All the expenditure included in the Model Statement appears in the published accounts,
except for expenditure met from the proceeds of the sale of articles which had been included in the
subscription funds (fonds d'abonnement).

(f) Expenditure effected out of the first and second reserve funds is included in the closed
accounts and in the Model Statement.

(g) The balances of credits for national defence derived from the budgets of previous years,
which have been specially mentioned in the budget and the carrying forward of which had been
authorised by the Minister of Finance at the close of the previous exercice are carried forward to
the 1929 exercice and the expenditure appertaining thereto is included in the Model Statement.

(h) The Model Statement includes expenditure on the sending of delegates to Conferences
(International Conference for the Revision of Signal Codes and International Hydrographic
Conference). The Japanese delegation will conform to any uniform rule adopted by the Conference
in this matter.

(i) Expenditure in respect of allowances in cash or in kind to civilians who have rendered
meritorious services to the army is not included in the Model Statement, since, in the Japanese
delegation's view, this expenditure bears no direct relation to national defence; a very important
invention relating to military supplies was quoted by way of example.

(j) Expenditure for the uniforms and food of students at the military prytaneum, so far as
it is borne by the students themselves, has not been included in the Model Statement. The
Japanese delegation will, however, conform to any decision of the Committee in this matter.

(k) The ordinary maintenance expenditure on the troops stationed at Shanghai (marines
of the first oversea brigade) is included in the Model Statement.

(1) The expenditure in respect of events in China has not been included in the Model
Statement. The Japanese delegation considered that such expenditure was not in the nature
of national defence expenditure and that the fifth paragraph of the draft annex justified its exclu-
sion from the Model Statement. For purposes of publicity, the Japanese delegation will not
object to supplying figures for this expenditure. The drafting and interpretation of the above-
mentioned paragraph, however, having been referred to the Technical Committee, following on
suggestions put forward in the Budget Commission by Japan and China, this question must
be held over for the time being.

(m) The expenditure on reconstruction works involved by the I923 earthquake has not been
included in the Model Statement. This expenditure has been separated from other expenditure
in the budget. The Japanese delegation will not.object to the relevant expenditure being included
in the Model Statement for purposes of publicity.

(n) Exemption from local rates is granted in respect of military buildings. The sums
involved are not, and, in the opinion of the Japanese delegation, should not be, included in the
Model Statement. It would be difficult to estimate the value of such exemptions, but the
Japanese delegation will endeavour to provide an estimate.

(o) The Japanese delegation states that there are in Japan neither strategic railways nor
strategic roads.

(p) There are no other closed accounts besides the State accounts for expenditure on
national defence. The special accounts are included in the budget; they are passed by the
Court of Audit; they are audited within nine months from the end of the exercice and submitted
to Parliament about one month later.

(q) A list of the special accounts is given in Annex 2 to document Conf.D./C.D./C.T. II2.

It is not possible to ascertain whether estimates of the initial expenditure in respect of these special
accounts were included in the national defence budget for the year in which they were created.

(r) The five special accounts for the army and the navy possess autonomous budgets, four of
which relate to military establishments. Any surplus is paid into the Treasury, and deficits are,
as a general rule, not covered; these surpluses and deficits appear in the balance-sheets of the
establishments in question, and are not included in the general budget. The prices shown in
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the accounts are calculated according to a fixed tariff based upon cost of production, and do not
in every case correspond to the prices paid in private establishments.

(s) The capital of the above-mentioned establishments is provided out of the general budget,
but the Government does not grant any subsidies to the military establishments. The Model
Statement contains the sums provided in the general budget for goods supplied under the head
of " Special Accounts". The budgets of the War and Navy Departments show the deliveries of
materials made by the establishments in question.

(t) There are, in Japan, mass or subscription funds, which draw their resources exclusively
from the budget. The Model Statement does not show expenditure from these funds, but sums paid
to them out of the State budget.

(u) No national defence expenditure has been effected out of the proceeds of a loan.
(v) Claims in arrear are paid by the War and Navy Departments and are shown in the Model

Statement.
(w) The Model Statement shows gross expenditure.
(x) Sums realised from the sale of stocks and obsolete material, or from the disposal of other

national property, are paid to the general revenue, with the exception of the receipts of the
subscription funds (fonds d'abonnement). The receipts in question, apart from this exception,
cannot be allocated to national defence expenditure without budget appropriations.

(y) Pensions are not included in the Model Statement. Compensation for termination of
appointment and for retirement appears in the Model Statement; this compensation is paid out of
the credits allocated to personnel, and, in the opinion of the Japanese delegation, is less in the nature
of pensions than of deferred pay or gratuities. The subsidies granted to the Retired Soldiers'
Association have been shown in the Model Statement, because the members of this
association are reservists who are liable to be called to the colours. On the other hand, grants made
in respect of personnel killed or wounded in the air service and to " members of the forces engaged
in putting down brigandage and anarchy in Manchuria, Chosen and Taiwan " have been excluded,
because the gratuities in question are in the nature of pensions.

(z) The expenditure of the Commission which is studying questions relating to the pay of men
on active service and allowances to disabled servicemen and their families is not included in the
Model Statement. It was felt that such expenditure was of the same nature as the expenditure on
various Commissions of Enquiry. The Japanese delegation would not object, in principle, to such
expenditure being included.

(aa) The expenditure on family allowances is not included in the Model Statement, the
Japanese delegation being of opinion that such expenditure comes rather within the sphere of social
services. At the same time, it would have no serious objection to the inclusion of such expenditure
in the Statement if the Committee established a uniform rule to this effect.

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

i. The Japanese delegation has submitted three Model Statements for the army, the navy and
the air forces: the expenditure for the air forces is, however, included partly in the Model Statement
for the army and partly in that for the navy, for the reason that the air forces form an integral
part of those forces. There are separate budgets and accounts for the army and the navy, but there
is no separate budget, accounting system or administration for the air forces. It is therefore
impossible to isolate completely the expenditure on the air forces, and, consequently, although
the total of national defence expenditure is accurate, the figures for each of the three forces are not.

Although there is no separate budget for the air forces, a number of items are shown separately
for the air forces in the budgets and accounts of the army and navy.

The Model Statement for the air forces contains only that portion of the expenditure which can
be separated from the expenditure of the army and navy.

The Japanese delegation has stated that the existing organisation does not allow of the
separation of the air forces from the other two forces of which they form part. It has therefore
been found impossible to furnish even a rough estimate of the expenditure upon the former. The
Japanese delegation has stated that it was unable to find any suitable or appropriate method of
separating expenditure on common services. It has pointed out that it would be neither appro-
priate nor reasonable to divide the expenditure in the ratio of the effectives of the different services,
because the division of the expenditure is not based upon these figures, but upon the duties which
the effectives are called upon to perform. The Japanese delegation was afraid that the budgetary
system at present in force in Japan made it impossible to extract the figures for expenditure on
the air forces from the total national defence budget. It nevertheless declared that, if the
Technical Committee was able to find a satisfactory solution, the Japanese Government would be
happy to examine and to apply it.
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2. Coast Defence.

All coast-defence services form part of the normal activity of the army, and all expenditure
on these services is shown in the Model Statement for land forces.

3. Optional Columns.

These columns have not been filled up.
As regards formations organised on a military basis, all expenditure in connection with the

gendarmerie appears in the accounts of the War Department. This expenditure is included in
the Model Statement, but is not separated from other military expenditure.

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

When expenditure shown in any particular paragraph of the budget has been split up amongst
several sub-heads of the Model Statement, the split has been made, as far as possible, on the basis
of the closed accounts. In cases where the closed accounts did not contain sufficient details,
however, internal accounting documents have been taken as a basis; where these documents did
not contain the necessary information, the budget has been used. In other words, the split has
been effected by applying to each figure in the accounts the proportions shown in the items which
have been used to arrive at the corresponding figure in the budget. The sums thus obtained are
not necessarily those that were in fact expended.

The same method has been adopted for splitting up the expenditure on the air forces, so far
as this expenditure is mentioned separately (this is chiefly expenditure relating to the purchase of
aerial war material). Certain minor difficulties have been experienced, due to the system of
accounting or to difficulties of interpretation of the experts report-e.g.:

(a) Expenditure for research in naval air units;

(b) Repairs to buildings;
(c) Separation of saddle and draught horses and harness between sub-head F and

head IV;
(d) Splitting-up of certain personnel.

5. Head IV: Separation from Other Heads.

The total army expenditure shown under head IV includes expenditure on military aviation.
Apart from the difficulty of separating air force expenditure from that of the army, no difficulty
of a general nature has been found in establishing the figures for the army. Expenditure on
manufacture includes the cost of material, wages and overhead charges, so far as the material is
manufactured and repaired in national non-autonomous establishments, or is purchased from
private or autonomous establishments. The figures are based on the closed accounts, on internal
accounting documents, or on estimates. No " cost accounts " are kept for non-autonomous
establishments, but overhead charges are taken from special items in the accounts and show the
sums actually expended. Certain war material such as machine-guns, rifles and ammunition
-is purchased for the army and air forces in common. All this expenditure is shown under
head IV, table B. A small portion of the personnel, both military and civilian, employed in the
establishments shown under head IV, table B, has not been included under the sub-heads of this
head, because the accounting system did not allow of the separation of certain groups of personnel.

The total naval expenditure shown under head IV includes expenditure for the naval air
forces. Apart from the difficulty experienced in separating air force expenditure, no difficulty
has, in general, been found in separating the armament expenditure shown under head IV as a
whole. The figures referring to material, pay and overhead charges are calculated in the same way
as for the army.

It has been found possible to isolate the greater part of the expenditure on the air forces
coming under head IV, as purchases of air force material are generally made separately. The
figures for expenditure have been calculated in the same way as for the army. Certain
war material-e.g., machine-guns, rifles, and ammunition-is not purchased separately for the
air forces;' air force expenditure for this material is therefore included in the corresponding figures
for the army and navy. Hence the figure shown under head IV for the air forces is smaller than
it should be.

6. Head IV: Division between Sub-heads.

As regards the sub-heads of head IV relating to naval forces, it has been found impossible
to fill in correctly the columns of sub-heads L and M, owing to the system of accounting
employed. The cost of construction of vessels shown in the budget includes all expenditure in
connection with the construction of the vessels and their armament. With a view to facilitating
the presentation of the accounts, this expenditure is in some cases divided between the cost of
construction of vessels and the cost of armament. This division does not correspond to the
classification laid down in paragraphs 33 and 34 of the draft annex to the report of the budgetary
experts. It is, in consequence, very difficult to arrange all this expenditure under sub-heads L
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and M, in accordance with the experts' report. The same remarks apply to expenditure for repair
of hulls, machinery and arms, which is included in a single item of the budget. The Japanese
delegation has inserted under sub-head L expenditure which it is difficult to arrange under L or M,
so that the figures appearing under M are somewhat low. The facts mentioned above refer to cases
in which the costs of construction of vessels and their armament would be included in a single item
of the budget. If an item of the budget represents only expenditure for the manufacture of arms
(e.g., item 5 of the extraordinary expenses of the navy), such expenditure appears under M.

It has not been found possible to split up between sub-heads L and M expenditure in connection
with non-autonomous naval works, which include all establishments for the construction of vessels
and the manufacture of arms and material; this expenditure is consequently shown under N.
The expenditure shown under M (arms, ammunition and implements of war) is relatively low.
This result can be explained as follows: expenditure for aeronautical material is shown in the air
forces Model Statement at 40 million yen. Out of this sum, I8 millions appear in the army Model
Statement. The balance of 22 millions is therefore shown in the navy Model Statement; but [the
total expenditure for arms in the navy Model Statement amounts only to 24 million yen. If
22 millions are in respect of air forces, there remains only 2 millions for the navy. Generally
speaking, it is clear from this that the greater part of naval armament expenditure consists of
expenditure for air forces.

7. Special Questions.

Allowances. - These have been arranged according to their character. When they are
regarded as an element of the pay or wages, they have been shown under the sub-heads relating
to pay. On the other hand, when they correspond to supplies in kind, they have been shown
under sub-head E,

E. TABLES ANNEXED TO THE MODEL STATEMENT.

Preliminary Remark. - Japan has been able to provide two series of annexed tables, one for
land forces and the other for naval forces, but has not been able to furnish separate annexed tables
for the air forces.

Table A.

(a) Article I. - "Nil " return.
(b) Article 2. - The sum shown in this article should be replaced by the figure 1,650,05I yen,

because the 2,0I6,391 yen shown in Table A 2 denoted estimated and not actual expenditure.
The total of 1,650,05I yen corresponds to the total of sub-head D, the only difference being that,
in the case of the naval forces, a sum of II7,312 yen has been deducted in respect of allowances
to naval cadets, as this payment was regarded as representing expenditure on pre-military training
and not expenditure on reservists.

(c) Article 2 includes the pay of reservists called to the colours, but not subsistence expenses.
This article also includes 250,000 yen from head XX (subsidy to the Retired Soldiers'
Association), this expenditure being in the nature of administrative expenditure for certain
reserve organisations.

(d) In the opinion of the Japanese delegation, expenditure for assistance to families of
reservists (Ministry of the Interior, head XVI) is to be regarded as coming under Social Services.

Table B.

(a) This agrees with sub-head L, but the dockyard accounts of Japan are not adapted to
effecting the division of expenditure recommended by the experts' report (page 34). Japan has
included, under sub-head L, everything which cannot be directly allocated to arms and munitions
according to the report.

(b) Overhead charges are included in this table, but the accounts of costs of production are
not published.

(c) Expenditure for vessels which are not in dockyards (but only as regards material) is
also included in this table.

Table C.

(a) The total of the credits already provided for future exercices has been included in this
table. These credits do not have to be revoted every year. Sums already passed for payment
out of these credits are naturally not included.

(b) Expenditure due to earthquakes and to events in China has been excluded.
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Table D.

The " nil " return is explained by the fact that the system of purchases on credit is not in
use in Japan.

Table E.

It should be noted that the Japanese Government grants no subsidies, even to the petroleum
enterprises in Karafuto.

Table F.

(a) It is not possible to separate war pensions from other pensions.
(b) It is not possible to show separately the figures for pensions paid to the civil staff of the

War and Navy Departments.
(c) It is consequently not possible to fill in table F correctly.
(d) There is no expenditure on insurance for service men.
(e) Apart from pensions, no allowance is paid to personnel discharged and awaiting

employment.

(/) No compensation or subsidies are granted to non-employed personnel.
(g) Apart from pensions, no financial assistance is provided in respect of hospital expenses,

purchase of artificial limbs, funeral expenses, etc., in the case of personnel who are not on the
active list.

List of Documents.

Budgetary system: reply of Japanese delegation to the Technical Committee's questionnaire (document Conf.D./C.D./
C.T.6).

Model Statement and annexed tables. Extracts from the budget and accounts for 1929. Reconciliation tables (document
Conf.D./C.D./C.T. 4 6 and erratum).

The General Budget of Revenue and Expenditure for the Exercice of the Fourth Year of Showa (1929).

The General Closed Account for the Exercice of the Fourth Year of Showa (1929).

The Special Accounts for the Exercice of the Fourth Year of Showa (1929).

Observations of Technical Committee (document Conf.D./C.D./C.T.Iog).
Replies of Japanese delegation (document Conf.D./C.D./C.T.II2).
Minutes of audition meetings (documents Conf.D./C.D./C.T./P.V.I 3, audition, and corrigendum; I3a, audition, and

corrigendum).

Additional information (documents Conf.D./C.D./C.T.137, 138, 138a, I38b).
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NORWAY.

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The budget is prepared by the departments. All the estimates of the different Ministries
are centralised by the Finance Minister. The latter, who is responsible for balancing the budget,
prepares the general State budget (revenue and expenditure) after having reached agreement
with the other Ministers as regards their proposals for expenditure. The draft budget is finally
adopted by the Cabinet.

2. Discussion and Voting of the Budget.

(a) The draft budget, drawn up as explained in paragraph i, is submitted to Parliament, which
consists of a single chamber, the Storting. The Storting is divided into two sections (the Odelsting
and the Lagting), and itself appoints a quarter of its members to sit in the Lagting. The other
three quarters form the Odelsting. This division is of no importance as regards the discussion
of the budget. It affects only: (I) the voting of laws, and (2) the supervision of the Government's
administration.

Thus it is the Odelsting which examines the Minutes of meetings of the Council of Ministers
and the annual report of the Court of Audit, while the Lagting forms part, with the Supreme
Court, of the High Court of Justice, before which the Odelsting can summon Ministers.

The draft budget as a whole is first of all examined by the Budget Commission. Once its
examination has been completed, the separate budgets of the different Ministries are referred
to special commissions for examination. The proceedings of the Budget Commission and the
special commissions are not public; these commissions draw up reports which are reproduced in
parliamentary documents having a wide circulation.

The budget is next discussed by Parliament in plenary meetings. These meetings are
public and the Minutes are published.

(b) National defence expenditure is voted annually. In practice, the budget is normally
passed by Parliament before the beginning of the financial year. Should the budget not be passed
before the beginning of the financial year, the Government, without special authority from
Parliament, may make the necessary payments to ensure the normal operation of the public
services.

(c) The adoption of the budget by Parliament is regarded as an administrative act. It has
not the character of a law, and this is the reason why the budget is not subject to the procedure
followed for the voting of laws by the two sections of Parliament.

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

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

4. Conditions governing the Expenditure of Credits.

(a) The credits granted by Parliament define the total amount of the payments that can
be made in the course of the financial year. The adoption of the budget by Parliament does not,
however, fix a rigid limit to public expenditure. The Executive may, on its own authority, which
is not limited by any legal restriction in this matter, exceed the amount of expenditure authorised
by the budget. If, however, the sum in question is a large one, and if Parliament is in session,
the Executive must obtain Parliamentary sanction for such excesses.

The practice of incurring commitments in anticipation of credits to be granted in a future
year does not exist in Norway.

The payments that appear in the accounts are the payments made during the twelve months
of the budget year. There is no additional period.

(b) In general, the rule of annalitd is observed-i.e., credits not expended at the end of
the year are cancelled.
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Certain credits, however, relating to manufactured goods or constructional work may be
carried over. These credits are automatically carried over to the following year without further
Parliamentary authorisation.

According to regulation, the credits which may be carried over must be so indicated in the
budget. In exceptional cases, however, the Finance Minister may decide that the balance of a
credit which has not been expended, and has not been shown as subject to carry-over, may be
carried over.

5. Division of Expenditure in Budget and Accounts.

(a) Expenditure on national defence is shown by chapters containing subdivisions (heads).
They are comparatively numerous, and their titles clearly indicate the purpose of the credit.

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

(c) Transfers are possible between the chapters of the budget, but only in respect of items
expressly indicated in the budget as being subject to transfer. The number of credits subject
to transfer is very small; there are at present none in the national defence budget.

6. Unity of the Budget.

(a) Generally speaking, all national defence expenditure appears in the budget of the Ministry
of National Defence.

There are, however, a few special accounts and funds connected with national defence, but
the balance of these funds is shown in the general budget and in the State accounts. There is a
tendency to reduce, and even to abolish, the special funds.

Certain items of national defence expenditure appear in the budgets of the civil Ministries.
The proportion of this expenditure to the total expenditure on national defence is very small.

The expenditure of the army and navy is shown separately in the budgets and in the accounts.
The expenditure on the air force, included in the budgets and accounts of the army and navy,
is not shown separately.

As there is only one Ministry of National Defence, some expenditure is common to the various
armed forces.

(b) The budgets and accounts show, with a few exceptions, the gross expenditure. The
establishment of the budget on the principle of gross expenditure is of recent date, and there are
still some items of net expenditure, particularly in connection with the special funds.

7. Supervision during the Execution of the Budget.

Supervision during the execution of the budget is carried out:

(a) By the responsible administrative authorities;

(b) By the Intendance Service, which supervises the execution of the budget directly
on behalf of the Ministry of National Defence, and which is completely independent of the
Command;

(c) By the Finance Minister, to whom the other Ministries and the various services
forward quarterly reports of receipts and payments (" Cash Accounts "), and who can thus
draw the attention of Ministers to the possibility of credits being exceeded;

(d) By the Court of Audit, which has the right to send inspectors at any time to make
investigations on the spot. These inspectors are accompanied by representatives of the
Ministry concerned. They may verify the cash position during the execution of the budget.

8. Final Audit.

The final audit is conducted:

(a) By the Court of Audit. This body derives its authority directly from Parliament;
it consists of five members, elected for three years by one of the sections of Parliament
(Odelsting). During this three-year period, they cannot be dismissed.

The Court of Audit audits the general accounts of the State, which are transmitted to it by
the Finance Minister. When making this audit, the court may address enquiries to the
Finance Minister or any official charged with accounting duties.

The court may discharge the accountants from responsibility, or, on the other hand,
may call them to account by requesting the competent Ministries to cause them to appear
before the courts.

When its audit is completed, the court forwards the accounts to Parliament and embodies
its observations in a report. The Court of Audit is the highest audit authority.
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It has no direct judicial authority. It may require the competent Ministry to bring
an accountant or other official before the courts; and it may, by virtue of the law on the
auditing of the State accounts, punish by a fine of 500 kroner an accountant who has not
submitted his accounts in the prescribed form or time-limit, or who has not replied to the
court's request for explanations within the prescribed time-limit.

(b) By the Odelsting (on the basis of the Court of Audit's report), which discharges
the higher administrative authorities and Ministers from responsibility or calls them to
account.

B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

. Budgetary Year.

The budgetary year runs from July ist to June 30th. There is no additional period during
which payments in respect of commitments entered into during the previous budgetary year
can be effected. All payments effected after June 30th are charged to the following budgetary
year. Adjustments may be made after the end of the budgetary year, as long as the accounts
have not been finally rendered, and on condition that such adjustments do not involve alterations
in the cash balances.

2. Budgets and Accounts.

There is only one Ministry of National Defence, but there are separate budgets for the army
and navy. The expenditure relating to the air force is comprised in the accounts both of the
army and of the navy. This leads to certain difficulties in preparing the Model Statement
relating to the three forces.

3. The Model Statement.

The Model Statement refers to the budgetary year I930-3I. The tables relating to the three
forces have been filled in.

The figures of the Model Statement indicate gross expenditure and represent cash
disbursements.

The Model Statement is based on the last closed accounts available. These accounts
comprise those relating to the army and navy budgets and to those of the civil budgets to which
certain expenditure affecting national defence is charged.

At the time when the Model Statement was drawn up, the closed accounts in question had
been published and submitted to the Court of Audit, which was examining them, but had not
yet passed them.

4. Execution of the Budget.

All payments are made by the officials of the different departments appointed for that
purpose, by means of credits allocated to them by the Finance Department, in accordance with
the provisions of the voted budget.

The supervision of expenditure and internal audit are conducted by the Intendance Service,
which is responsible to the Minister of Defence. The accountants of the intendance services
draw up every three months, on the basis of the reports of the accountants of all formations,
a cash report showing the receipts and expenditure during the quarter. The Ministry of National
Defence then prepares a general report, which is forwarded to the Ministry of Finance. These
quarterly returns forwarded to the Ministry of Finance enable the latter to exercise indirect
supervision over the expenditure relating to national defence.

5. The Accounts.

The expenditure which appears in the accounts represents cash disbursements-i.e., the total
amount of the payments made in cash and of the cheques drawn in the course of the twelve months.
The figures are gross, but, as the establishment of the budget on the gross principle is of recent
date, it is possible that there are still unimportant survivals of the old system, which included
some expenditure indicated according to the net system.

The account is submitted in the same form as the budget.
The accounts relate both to expenditure in respect of the credits voted for the financial year

and to expenditure charged to credits carried over from previous years.
Certain special funds exist out of which expenditure relating to national defence can be met.

These accounts are subject to the same audit as those relating to the ordinary budget.
In the accountancy sense of the term, there are autonomous Government factories where

accounts are kept on commercial lines, the deficits being made good by subsidies from the budget,
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and the profits being paid to the Treasury. Cost accounts are kept, but are not available to the
public.

The accounts of the budgetary year are closed on June 30th.

6. Audit and Publication of Accounts.

On the basis of the cash return for the fourth quarter (April to June), which shows the total
receipts and expenditure for the exercice, the Finance Minister draws up the State accounts, which
are published. Their accuracy is certified by the Finance Minister. The latter submits the
accounts to the Court of Audit for examination. This examination is not, as a rule, concluded
until two or two and a-half years after the expiration of the financial year to which it relates. This
delay is due to the modifications introduced into the administrative system, to the consequences
of the war, etc.

It should be remarked that the Court of Audit has succeeded in reducing arrears. The
accounts submitted to the Committee, however, for the year I930-3I had not yet been finally
audited.

The accounts are submitted to Parliament as soon as they are published. The observations
of the Court of Audit are submitted to Parliament, but Parliamentary sanction is not given in
the form of a law. Parliament confines itself to approving, amending or rejecting the Court
of Audit's observations. The " annotations " of the Court of Audit and the decisions of the Court
of Audit and of the Odelsting, if any, are published. The annual report of the Court of Audit
and the decisions taken thereon by the Odelsting are also published.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

i. General Remarks.

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

(b) The Norwegian Model Statement contains the expenditure concerning the armed forces.
(c) The budgetary system has not been found to oppose any obstacle to the inclusion of

all national defence expenditure in the Model Statement.
(d) Exceptions to the instructions concerning universality of expenditure have been found

to exist in certain cases mentioned below.

2. Military Departments.

(a) All the expenditure relating to pay, salaries and wages are entered in the Model Statement
without deduction of taxes or other contributions.

(b) No advances on pay are granted.
(c) The foreign currency needed by the Ministry of National Defence is purchased when

required for settlement of a claim; the sums thus paid are entered in the Model Statement.

3. Civil Departments.

(a) The accounts of the Ministry of National Defence include certain expenditure on civil
aviation-namely, costs of administration, expenditure on certain airports, and a subsidy paid
to a civil aviation company. This expenditure, which has been excluded from the national
defence expenditure in the Model Statement, is audited.

(b) Expenditure on the meteorological service is not included in the Model Statement.
(c) Expenditure on the topographical service and the pilotage and wireless services (with

the exception of a few wireless stations of minor importance) is not included in the Model Statement.
The work done by these services on behalf of the Ministry of National Defence is paid for in full
at the current commercial rates. These payments are entered in the Model Statement.

(d) There are no military courts, the military personnel being judged by the civil courts.
In the Norwegian delegation's opinion, it is not possible to estimate the proportion of expenditure
incurred by the civil courts in respect of military justice.

(e) The State pays no municipal rates for landed property. It is not possible to estimate
the financial advantage thus gained.

(/) The expenditure relating to the offices of the Court of Audit that audit the accounts
of the military departments, amounting to a total of 2I0,000 kroner, is not included in the Model
Statement.

(g) A special subsidy granted to the women's Red Cross associations (I8,ooo kroner) is not
included in the Model Statement.
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4. Special Questions.

(a) The land and air forces do not include any formations organised on a military basis.
As regards the naval forces, part of the expenditure on naval inspection in territorial waters
has been included in the Model Statement.

(b) In addition to production for the defence services, the army factories also engage in
civil production. Their budgets consist of sums voted in the army budget for the purchase of
arms and ammunition, and of the sums at which the civil production is estimated. These budgets
are laid before the Storting in the same way as the other budgets.

The factories are subject to local inspection by the Court of Audit, which examines their
books. Their accounts are not published, but the final result-surplus or deficit-appears in the
closed account.

Arms and ammunition are delivered to the military administration at cost price.
The Chief Naval Dockyard works for the navy to the extent of about go per cent of its output.

The receipts and expenditure are entered in the dockyard accounts, but do not appear in the
Model Statement.

(c) The Raufoss and Kongsberg factories receive a working credit granted by the Treasury
and amounting to a total of 3,339,754.08 kroner (on June 30th, I93I). This credit enables the
factories in question to increase their stocks without the increase being reflected in the Model
Statement. The deficit of the Raufoss ammunition factory was partly covered by surpluses
obtained by various means unconnected with the manufacture of ammunition.

(d) In virtue of a decision of Parliament, the Naval Stores Fund amounts to a sum per-
manently fixed at 3,300,000 kroner. This sum represents cash plus value of stocks. Increases of
stocks cannot be ascertained from the Model Statement.

(e) The expenditure in connection with ships responsible for the inspection of fisheries at
the boundaries of the territorial waters has been entered in the Model Statement. The expenditure
in connection with the movements of these ships (coal, oil, etc.) appears in the accounts of one
of the civil Ministries. The Norwegian delegation is of opinion that this service is chiefly of a
civilian character, even though it may be of some military importance.

(/) The expenditure of 2,700 kroner occasioned by the " Report on Reductions to be made
in the Present Organisation of National Defence " has not been entered in the Model Statement.

(g) There is a credit for the insurance of the stores of the different units, which is assigned
to the Army Fire Fund. Damage caused by fire is met out of this fund. In case of fire, the cost
of reconstruction or repairs is entered in a special Advances Account, to which the Fire Insurance
Fund later repays the expenditure thus incurred.

(h) The granting of Government subsidies to private shipowners gives the navy no right to
interfere in the preparation of constructional designs or otherwise, with a view to making the
vessels suitable for naval purposes.

(i) A special subsidy granted to the Norwegian Defence Association has not been included
in the Model Statement.

(j) There are military funds and bequests. The majority are included under the heading
" Funds " in the printed annex to the closed accounts. Apart from the expenditure covered by
certain funds (Funds Nos. 5I and 52), there is expenditure entered in the accounts as advances,
which is not included in the Model Statement. The Housing Accomodation Fund for Military
Officers, the War Hospitals Fund, and the Wounded Soldiers' Fund are administered by the
Ministry of National Defence, according to specific rules drawn up by the Storting. The accounts
are published in the supplement to the closed accounts. They are audited by the Court of Audit.

(k) Deductions. - As a rule, the Model Statement contains gross expenditure; but in certain
chapters and items of the army accounts dealing, for instance, with housing, clothing, equipment,
provisions, forage, etc., compensation payments for articles lost and the proceeds of the sale
of certain goods are deducted from the gross expenditure, so that only net expenditure appears
under these heads.

The amount for family allowances had been estimated at 104,606.28 kroner. The delegation
stated that, according to the detailed accounts, the real amount was I65,919.94 kroner. The
cost-of-living allowances to pensioners amounted to 39,956.58 kroner. This sum should not have
been included in the Model Statement, but in annexed table F. A sum of 135,000 kroner,
representing extra pensions to non-commissioned officers, paid through the War Hospitals Fund,
should be excluded from the Model Statement and inserted in annexed table F.

(I) Claims in arrears are always paid out of the credits for the following year.
(in) No expenditure has been effected out of the proceeds of a loan.
(n) Pensions. - The Model Statement does not include pensions;
A number of officers and N.C.O.s, whose services were dispensed with as a result of the

reorganisation plan of I927, were retired on a temporary pension until they should reach the age-
limit. The amount of these temporary pensions, which involved certain military obligations
for the pensioners, is included in the Model Statement.
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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.

A Model Statement has been supplied for each force. There is only one Ministry of National
Defence, but separate budgets and accounts are kept for the army and navy. Difficulty has
been encountered in calculating the expenditure of the air forces, because no separate account
is kept for this expenditure, which is included in the accounts of the army and navy. The
expenditure on coast artillery is also included in the army expenditure, but a new scheme of
defence organisation has just been adopted, whereby the coast artillery will be transferred -to
the navy.

The Model Statement of the land forces is drawn up on the basis of the army accounts, and
that of the naval forces on the basis of the navy accounts. As the expenditure relating to the
air forces appears, in the case of military aviation, in the army accounts, and in the case of naval
aviation in the navy accounts, the system of accountancy in use does not lend itself to a full
and strict division of expenditure between the three forces, particularly as regards arms,
ammunition, clothing and equipment, and only permits of an approximate allocation. The
Model Statement of the air forces, nevertheless, shows the expenditure on military aviation and
on naval aviation separately. In cases in which there are no separate items for the expenditure
on the air forces in the accounts, recourse has been had to internal accounts and to estimates.
Internal accounts are kept to some extent for the expenditure on military aviation; but none are
kept for naval aviation, the expenditure on which is included in the general accounts of the navy.
The amounts shown in the Model Statement for the air forces, so far as they concern naval aviation,
are therefore in all cases estimates.

2. Coast Defence.

The entire cost of coast defence is included in the Model Statement for the navy, with the
exception of the expenditure on coast artillery, which appears in the accounts of the land forces
and has not been transferred to the corresponding sub-heads of the Model Statement for the naval
forces. This expenditure has been extracted from the accounts of the land forces and shown
in the Reconciliation Statement annexed to the Model Statement.

3. Optional Columns.

These columns have not been filled in, except the column for " Formations organised on
a military basis " in the Model Statement for the naval forces. There are no formations organised
on a military basis in the case of the land or air forces. The naval accounts include certain
expenditure in connection with the inspection of fisheries. This expenditure, so far as it relates
to pay, the upkeep of ships, etc., has been included in the general expenditure of the regular
forces. Certain expenses, however, chiefly relating to fuel, harbour dues, and the postal, telegraph
and telephone services, constitute a special chapter in the fisheries budget (56o), the whole amount
of which is entered in the column " Formations organised on a military basis" under sub-head G.
The reasons for this allocation of expenditure are that the ship which performs this service was
constructed partly for fishery supervision and partly for military purposes, but that the expenditure
in connection with the ship itself was included in the expenditure of the regular forces, whereas
the special expenditure provided for in Chapter 560 of the Fisheries budget was indicated under
the heading "Formations organised on a military basis ", because it had little or no relation
to naval defence proper. The other expenditure connected with the inspection of fisheries,
being met out of civil budgets, has not been included in the Model Statement.

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

The figures of the closed accounts are shown by chapters and items. To the difficulties
mentioned above, which were encountered in separating the expenditure on the air forces, must
be added the fact that the allocation of the figures in the accounts was effected as a general rule
on the basis of the chapters, and only in exceptional cases on the basis of the items. A more
accurate split could have been made on the basis of the items; but this was not possible, owing
to the short time available and the considerable work which would have been required. In
certain cases, recourse was had to estimates.

Owing to the fact that the naval accounts are not sufficiently detailed, all the expenditure
relating to naval manoeuvres (including allowances, food, cost of upkeep, fuel, oil, supplies,
medical expenditure, and miscellaneous costs) have been entered under sub-head G. It would
have been very difficult to arrive at a correct allocation of this expenditure.

Certain expenses of a temporary nature (principally those having the character of allowances)
could only be split between heads I to III on the basis of estimates.
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Although, in general, no difficulty has been found in deciding to what sub-head expenditure
should be charged, certain errors of classification have.resulted from a faulty interpretation of the
experts' report--for example:

Small craft and pinnaces utilised by the navy have been charged to sub-head K instead
of to head IV.

Telegraph and telephone expenses have been charged to sub-head E instead of to
sub-head G.

Office expenses, including book-keeping and heating, have been charged to sub-heads A
and B instead of to sub-head E.

Clothing, food and certain travelling expenses have been charged to sub-head B instead
of to sub-head E.

5. Head IV. Separation from Other Heads.

Apart from the difficulties found in isolating the expenditure on war material for the air
forces from the other similar expenditure for the army and navy, no general difficulty has been
found in isolating expenditure appropriate to head IV.

The expenditure shown under head IV includes overhead charges in connection with the
manufacture and repair of material, but while these charges are automatically included in the
price in the case of purchases made from private firms or autonomous establishments, their amount
has had to be estimated in the case of manufacture or repairs in non-autonomous establishments.
The latter do not keep accounts of their costs of production.

Accounts of the costs of production are kept in the case of the autonomous undertakings,
but are not published.

Naval personnel which is paid by the Department of National Defence, and the expenditure
on which is included under sub-heads A, B and C, is lent to the naval dockyard without refund.
At the same time, the dockyard, which is an autonomous establishment from the point of view
of accountancy, sells products to the navy. The overhead charges are included in the price
of these products. It is not quite clear whether, in calculating the prices charged to the navy,
account is taken of the remuneration of the personnel placed at the dockyard's disposal by the
navy. If so, there is duplication.

Apart from the exceptions mentioned in paragraph 7 (a) and above, the expenditure on all
the personnel covered by head IV has been included under that head.

The working deficits of the Government factories have been split among the three forces
on the basis of an estimate.

6. Head IV. Division between Sub-heads.

As regards the navy, difficulties have been encountered in separating the expenditure to
be charged to sub-head L from the expenditure to be charged to sub-head M.

7. Special Questions.

(a) Civilian employees. - Certain difficulties were encountered in correctly distributing the
expenditure in the case of workmen employed in small workshops where no special accounts are
kept. Expenditure on certain staff which should have been charged to sub-head L was charged
to sub-heads A, B and C.

Sub-heads A, B and C include the pay of naval personnel lent to the naval dockyard, which
does not refund the cost, the pay of this personnel being charged to the general budget of the
navy.

The correct allocation of the expenditure on civilian staff gave rise to no other difficulty.
The Norwegian delegation expressed the hope that it would be possible to isolate all the expenditure
relating to head IV, despite the difficulties arising in the case of non-autonomous establishments
which do not keep accounts of their costs of production.

(b) Allowances. - Allowances in respect of the maintenance of personnel have been included
under the sub-heads for pay. Other allowances have been entered under sub-heads E, K, etc.,
according to the purposes for which they were paid.

(c) Expenditure in connection with the Rifle Association. - This expenditure takes the form
of a subsidy covering various categories of expenditure. The Norwegian delegation was in doubt
whether, in view of the expert's instructions, the whole of this subsidy should not appear under
sub-head D. Actually it divided this sum among the different sub-heads of the Model Statement
for the land forces on the basis of internal documents.
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E. TABLES ANNEXED TO THE MODEL STATEMENT.

Preliminary Remark. - The data contained in the annexed tables for Norway may be divided
between the land forces, naval forces and air forces.

Table A.
(a) In item I has been included the expenditure on officers placed on half-pay as a result

of the reduction in the armed forces, but only those who do not perform any military or naval
service.

(b) In item 2, out of a total figure of I46,210 kroner, a sum of I35,000 kroner is in respect
of extra pensions to N.C.O.s having reached the age-limit before July Ist, I9I7, on which date
the new State pension fund came into operation.

(c) The territorial army and the Landstorm, on which no expenditure is incurred, are included
in the general term " Reserves " for the purposes of table A.

(d) As the Norwegian army is in practice organised on the militia system, almost all the
expenditure on the land forces might in a sense be regarded as chargeable to table A.

(e) Accordingly, expenditure for schools and instruction, which has not been included in
table A, might be included therein if it were decided in principle to place in that table all expenditure
on schools and the training of reservists.

Table B.
(a) The total for table B is equal to the total for sub-head L.
(b) It would appear that, as regards new constructions, sub-head L comprises not only

the material referred to in paragraph 33 of the Brown Book, but also the material referred to in
paragraph 34.

(c) Table B does not include expenditure on the maintenance of ships when not in the
dockyards.

Table C.
(a) The difference between the amount of the aggregate credit available at the beginning

of the year and the amount of the sums paid out has been placed in table C; in other words, the
credits transferred to the new budget in respect of which a Parliamentary vote is not necessary
have been placed in this table.

(b) The balance of the 5,ooo,ooo kroner annually provided for the construction of warships
under the plan of national defence organisation adopted in 1927 and put into force on January ist,
I930, has not been included in table C, the reason being that, despite the plan of organisation,
the credits have to be voted a second time by the Storting.

Table D.
The word " None " should be entered here, as the material in question (aeroplanes) which

was not paid for, had not yet been delivered.

Table F.
The Norwegian delegation stated that it would endeavour to fill in table F satisfactorily

in spite of the great difficulties encountered.

List of Documents.

Budgetary system: Reply of Norwegian delegation to the Technical Committee's questionnaire (document Conf.D./
C.D./C.T.25).

General explanations. Model Statement, annexed tables, and explanations in regard thereto. Reconciliation tables
(document Conf.D./C.D./C.T.87 and errata).

Draft -budget for I930-3 I .

Closed accounts for I930-3I and budget as voted (Statsregnskapet for Budgett-Terminen 1930-31 med spesifikasjoner)
and annexed documents (Tilleg til Statsregnskapet for Budgett-Terminen 1930-31).

Statement of expenditure for I930-3 I .

Observations of Technical Committee (document Conf .D./C.D./C.T.Io4).

Replies of Norwegian delegation (document Conf.D./C.D./C.T.II6, erratum and second erratum).

Minutes of audition meetings (document Conf.D./C.D./C.T./P.V.I5, audition, and corrigendum; I5 a, audition, and
erratum).
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NETHERLANDS.

A. BUDGETARY SYSTEM.

I. Preparation of the Draft Budget.

Netherlands. - The budget is prepared by the Departments of State. The estimates of
expenditure of the various Ministries are centralised by the Minister of Finance. In consultation
with the Council of State, the Minister of Finance draws up the draft budget and submits it
to the Queen, who enacts it.

Dutch Indies. - The budget is prepared by the Departments of State. The Minister for the
Colonies at The Hague furnishes particulars of expenditure in respect of the requirements of the
Dutch Indies which has to be met in the Netherlands. The draft budget is enacted by the
Governor-General.

2. Discussion and Voting of the Budget.

(a) Netherlands. - The draft budget is submitted by the Queen in the first place to the
Second Chamber (Chamber of Deputies). It is transmitted to the First Chamber (Senate) by the
Second Chamber, after it has been approved by the latter. Each of the two Chambers examines
the draft budget and sets forth its observations in a preliminary draft report, to which the Minister
concerned replies by a memorandum. After the replies of the Ministers concerned have been
considered, a final report (usually confined to a statement that the question has been sufficiently
prepared for oral discussion), is drawn up by each Chamber. The parliamentary report, the
Minister's memorandum and the final report are immediately published as parliamentary papers.

The discussions at plenary meetings are public. The reports of the meetings are published
as parliamentary papers, which are available to the public. Anyone can obtain them.

The members of the Second Chamber (Chamber of Deputies) have the right of initiative and
of amendment in financial as in all other matters. The First Chamber can only accept or reject
en bloc a draft law concerning the budget as voted by the Second Chamber.

After it has been voted by both Chambers, each draft law is enacted and promulgated by
the Queen.

Dutch Indies. - The draft budget is drawn up by the Governor-General. It is examined by the
Volksraad (Council of the People). The Volksraad is a representative body consisting of a President
appointed by the Queen and sixty members, of whom thirty-eight are elected, the remainder
being appointed by the Governor-General. The Volksraad renders a report to the Governor-
General on the budget. If this report is favourable, it may be conditional-that is to say, the
Volksraad has the right of amendment. The Governor-General draws up and publishes the budget
in so far as agreement has been reached with the Volksraad, whether the Volksraad has adopted
the Governor-General's proposals without amendment or the latter accepts the Volksraad's
amendments. The budget thus drawn up is thereupon submitted for approval to the legislature
of the mother-country, which, if it refuses approval, itself draws up the budget. The parts of
the budget on which agreement cannot be reached between the Governor-General and the
Volksraad are also drawn up by the legislature of the home country.

(b) In the Netherlands, national defence expenditure is voted annually. In the Dutch
Indies, it is prescribed each year in accordance with the procedure explained in paragraph (a).
The voting of the budgets (vote of the total expenditure of the Netherlands, approval of the parts
of the Dutch Indies budget drawn up by the Governor-General in agreement with the Volksraad,
and vote on the other parts of this budget) is, as a general rule, completed three months after
the beginning of the financial year.

The previous budget is automatically applied until the new budget has been voted. This
application is limited to four-twelfths for the Netherlands; in the case of the Dutch Indies, there
is no limit of this kind.

(c) All expenditure has, in principle, to be authorised by law. In urgent cases, however,
at the request of a Minister, the Cabinet may authorise the incurring of expenditure without a
corresponding credit. A draft law for the regularisation of this expenditure must be submitted
to Parliament immediately.

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

(a) The draft laws concerning the budget are published. Each draft is accompanied by a
statement explaining the variations in expenditure from year to year and the reasons for new
expenditure.
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(b) The budget as voted is officially published. It is enacted by a series of laws embodying
the chapters of the budget relating to expenditure, the schedule of receipts, a joint table and the
budgets of the special funds. The budget of expenditure for the year I933 is divided into thirteen
chapters, of which nine relate to the Ministries and the remainder to the Royal House, the State
colleges, the Public Debt and unforeseen expenditure. There are thirteen special funds.

(c) The final accounts are published. The final approval of the accounts forms the subject
of a law voted by Parliament, which is published.

4. Conditions governing the Expenditure of Credits.

(a) The vote of a credit defines the total amount of payments which can be made during
the financial year.

(b) The rule regarding annual budgets (annalite) is observed-that is to say, credit balances
not utilised by the end of the year are cancelled. Certain credits, however, which are so indicated
in the budgets, may be carried forward. The carrying forward of such credits does not require
parliamentary authority; they are authorised by decree and published in the Official Journal.

Commitments may not be incurred in anticipation of a credit to be provided in a future
year. In voting, however, the first instalment of credit required in respect of a programme,
the execution of which is spread over several years, the legislature may authorise the total
commitment, specifying that this is a first instalment.

Payments can be charged against the credits for a given budgetary year during the twelve
months thereof and an additional period of twelve months, provided that commitments in respect
of this expenditure were entered into during the twelve months of the budgetary year.

After the expiry of the additional period, no payment can be charged to the funds of the
budgetary year during which the commitments may have been incurred. The rights of the State's
creditors lapse at the end of five years as from December 3Ist of the year during which they
fell due.

5. Division of Expenditure in Budget and Accounts.

(a) National defence expenditure is set out under a fairly large number of divisions and
sub-divisions which clearly indicate the object of the expenditure in question. National defence
expenditure forms one of the main divisions of the general budget (chapters) and is voted by
sub-divisions (heads), of which there are a considerable number. These sub-divisions, each of
which is voted separately, are themselves sub-divided in the annexes to the explanatory statement
into sub-heads, which give details of the manner in which the funds are allocated.

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

(c) Transfers (virements) are prohibited. Each chapter of the budget contains an item
for "unforeseen expenditure ". This also constitutes a reserve fund from which sums may be
transferred to certain heads expressly designated in the budget. In the chapter relating to national
defence expenditure, the head for unforeseen expenditure regularly amounts to Ioo,ooo florins.

If this reserve fund is exhausted, and a head which may be replenished from that fund is
also exhausted, further expenditure can be met either by asking for a supplementary credit in
respect of the head concerned or by requesting Parliament to increase the reserve fund.

6. Unity of the Budget.

(a) National defence expenditure, except that of the Dutch Indies, is included in the general
budget of the State. In addition to the general budget, however, there are special funds; but
the whole of the national defence expenditure met from those funds is covered by transfers
thereto from the credits provided in the national defence budget. National defence expenditure
appears in the budget of the Ministry of National Defence (Chapter VIII of the general budget),
in the budget of the Ministry for the Colonies (which includes the defence expenditure of the
colonies of Surinam and Curasao), and in the budgets of certain civil Ministries (Ministry of
Justice and Ministry of the Waterstaat). The proportion of the expenditure borne by these civil
Ministries, as compared with the total expenditure on national defence, is not more than
0.7 per cent.

National defence expenditure for the Dutch Indies is shown in the general budget for that
colony.

No national defence expenditure is included in the budgets of the local administrative organi-
sations. In the budget of the Ministry of National Defence (Netherlands), the expenditure on
the land, naval and air forces is not shown separately.

(b) With certain exceptions, the budgets and accounts show the gross expenditure.

7. Supervision during the Execution of the Budget.

Supervision during the execution of the budget is exercised as follows:
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Netherlands.

(a) By the scrutiny of the responsible administrative authorities;
(b) By the Accounts Bureau of the Ministry of National Defence.

All documents involving commitments must be endorsed by the head of the Accounts Bureau.
Before endorsing them, the latter must ascertain whether the expenditure is provided for in the
budget, whether the requisite credits exist and, in so far as the amount of the expenditure is not
determined by legal or administrative provisions, whether it is opportune. This Accounts Bureau
keeps a special account of its supervisory operations. It is exclusively under the authority of the
Ministry of National Defence.

Every month, or every three months, the special accountants of the Ministry of National
Defence (comptrollers of advances) send to the Accounts Bureau lists of payments accompanied
by vouchers. These lists are examined and checked by the Accounts Bureau.

All claims paid direct by the Postal Transfer Department are checked beforehand by the
Accounts Bureau of the Ministry of National Defence.

(c) By the Minister of Finance, who exercises constant supervision over all holders of
public money through a supervisory board, which is solely responsible to him.

The Minister of Finance is also called upon to provide for the payments made through the
Postal Transfer Department. Before issuing an order for payment, the Minister of Finance ascer-
tains whether the expenditure is in order. He is thus able to check all claims which are not paid
by the special accountants of the Ministry of National Defence.

(d) By the Court of Audit, to which all documents relating to expenditure (paid by the
accountants or by the Postal Transfer Department) are sent. The Court of Audit keeps an
account of, and audits, this expenditure; and the results of the audit are communicated by it
periodically to the Ministries concerned.

The Court of Audit may, in the course of execution of the budget, conduct local enquiries
covering all accountancy documents and the actual cash in hand.

Dutch Indies. - Supervision during the execution of the budget is exercised on the same lines
as in the Netherlands.

Expenditure charged to the credits of the Ministry for the Colonies is checked by the accounts
section of that Ministry. This section also checks all expenditure incurred in the Netherlands
on behalf of the Dutch Indies. During the execution of the budget, the Hague Court of Audit
exercises supervision over the expenditure referred to above, under the conditions already
mentioned as applicable to the expenditure of the home country.

In the Dutch Indies, the accounts sections of the various departments check the expenditure
under the same conditions as the accounts sections in the Netherlands check all expenditure
incurred in that colony.

The Department of Finance in Batavia also checks expenditure in the same manner as the
Ministry of Finance of the home country. The Court of Audit in Batavia exercises supervision
during the execution of the budget in accordance with the procedure mentioned with reference to
the Court of Audit in the home country.

8. Final Audit.

Final audit is carried out:

Netherlands:

(a) By the Court of Audit, which audits the account of the Ministry of National Defence
incorporated by the Minister of Finance in the general account of the State. The Court of
Audit performs this task by means of the accounts which it keeps of all operations carried out
during the execution of the budget. The Court of Audit submits the general account to the
Queen, who lays it before Parliament. The members of the Court of Audit are independent
of the legislative and executive authorities. They can only be dismissed by judgment of the
High Court and for the reasons prescribed by law.

The Court of Audit exercises judicial control over the accountants. Its judgments are legally
enforceable.

(b) By Parliament, which approves the accounts by legal enactment.

Dutch Indies. - Final audit is exercised by the Courts of Audit, which audit the accounts
of expenditure incurred for the Dutch Indies in the Netherlands and in that colony itself
respectively.

These accounts, after being audited in this way by the two Courts of Audit, are combined and
submitted to the Volksraad. They are published at the same time.
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The members of the Court of Audit of Batavia are also irremovable, but can be dismissed by
the Queen at the request of the Governor-General for the misdemeanours or offences laid down by
law. They can be suspended from office by the Queen on the proposal of the Governor-General.

The Court of Audit of Batavia also exercises judicial powers and passes judgments which are
legally enforceable.

B. IDENTIFICATION OF DEFENCE EXPENDITURE.

I. Budgetary Year.

The budgetary year corresponds to the calendar year-i.e., it runs from January ist to
December 3Ist. In order to be included in the accounts, no further commitment may be incurred
after the latter date. For commitments incurred between January Ist and December 3Ist,
payment orders may be issued and cashed during an additional period of twelve months. In the
case of the home Government, an extra period of two months is allowed, in which claims settled
during the previous twenty-four months may be finally passed by the Court of Audit, if the
competent Minister so demands before December 3Ist following the close of the budgetary year.
In the case of the Dutch Indies, the accounts are closed on December 3Ist of the second year, and
no extra period thereafter for the passing of payments is provided. There is no present
intention of curtailing the length of the period of exercice.

2. Budgets and Accounts.

There is only one Ministry of National Defence for the home country.
Expenditure on national defence is shown in independent budgets and accounts, according

as it relates to the home country or the Dutch Indies. The budgets and accounts for the former
are prepared by the Minister of Defence; those for the latter by the Governor-General of the Dutch
Indies, with the co-operation of the Minister for the Colonies in respect of payments and receipts
effected in the home country on colonial account. For the Dutch Indies, there are separate
budgets and accounts for the Army and Navy, but not for the Air Force; expenditure for the
latter is incorporated in the budgets and accounts of both the Army and the Navy. For the home
country, on the other hand, there is only a single budget for national defence. From this fact
certain difficulties of separation for purposes of the Model Statement result.

3. The Model Statement.

The Model Statement relates to the budgetary year I929.
The tables relating to the three forces have been completed.
The Model Statement shows gross expenditure, the relevant receipts having been added to

actual expenditure. It is prepared from the closed accounts of the defence services for the above
year in the case of the home Government and the land forces of the Dutch Indies. On the other
hand, in the statement of the expenditure of the Marine Department of the Dutch Indies (repre-
senting 26,607,240 florins out of the total naval expenditure of 44,858,I40 florins shown in Table C
of the Model Statement), the figures of the estimate have been taken as a basis, as the figures
of the closed account were not available at the time when the Model Statement was produced.

The Netherlands delegation states that it is not possible, without amending the existing system,
to prepare the Model Statement from the closed account figures within twenty-six months from
the beginning of the budgetary year.

Were, however, a Convention providing for the reduction of armaments by means of budgetary
limitation actually to be signed, the Dutch Government would be disposed to consider the
possibility of recasting its accounting system with a view to complying with such requirements
as the Convention might impose.

Expenditure of a military nature figuring in the closed accounts of the Ministry of the Interior,
the Ministry of Agriculture, the Ministry of Justice and the Waterstaat is also included in the
Model Statement.

The account for 1929, on which the Model Statement is based, though not yet published,
has been specially placed at the disposal of the Technical Committee. It has been audited.

4. Execution of the Budget.

Orders for payment in respect of ordinary maintenance expenditure, which is regulated
in advance, including pay of non-commissioned officers and men, are issued in the form of cheques
by thj accountants of the Ministry of Defence for the Netherlands from sums placed at their
disposal monthly for this purpose. The transactions of the accountants are subjected to an
internal audit by officials of the accountancy section of the Ministry.
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Payment of expenditure, when the amounts are not regulated in advance, of salaries, pensions
and subsidies, and for goods or services obtained by contract is centralised in the hands of the
Minister of Defence, who, after the amounts have been checked by the Chief Accountant of the
Ministry, requests the Minister of Finance to effect settlement by means of the Treasury Postal
Cheque Account.

Payments on the account of the Dutch Indies are made in the Netherlands by the Minister
for the Colonies, being debited to the Colonial Postal Account, and in the Dutch Indies by the
Governor-General and certain heads of departments, etc., designated by him. Internal audit
is carried out by accountants appointed in the Netherlands by the Minister for the Colonies and in
the Dutch Indies by the Governor-General.

5. The Accounts.

In the case of the home Government, the accounts are based on orders to pay (ordonnance-
ments). They cover all ordonnancements issued during the exercice, and include any arrears from
previous years.

In the case of the colonies, they are based on disbursements, and cover all disbursements
made during the exercice, including any arrears from previous years.

The closed accounts show gross figures, except in the case of the following receipts, which
are deducted from expenditure:

(a) The value of material or assistance provided for the oversea territories, the
representatives of other Powers and private persons or undertakings;

(b) Compensation for damage to Government property, if not more than the cost of
reinstatement or repair.
The closed accounts are presented in a form corresponding to that of the budget.
There are two special funds administered by the Ministry of Defence-viz.:

(a) The Fund for the Completion of the System of Fortifications, and
(b) The Fund for the Improvement of the Coast Defences.

No sums were transferred from the general budgets to these funds in I929. Expenditure
from these special funds has been included in the Model Statement. The accounts of the special
funds are closed on the same date as the general account and sent to the Court of Audit through
the Minister of Finance within six months after the end of the period of exercice. They are finally
published.

The accounts of the State enterprise of the artillery establishments in the Netherlands,
which possesses budgetary autonomy, are closed at the end of the exercice and transmitted through
the Minister of Finance to the Court of Audit not later than five months, and to the Queen not
later than eight months, thereafter. Sums transferred to the working capital of the enterprise,
as well as payments for goods and services supplied therefrom for defence purposes, are included
in the budget of the Ministry of Defence and in the Model Statement.

The accounts of the special funds and the State enterprise are submitted with the general
account to the Queen and to the States-General for enactment.

The accounts of the Ministry of Defence are closed on December 3Ist, following the end of
the budgetary year to which they refer.

6. Audit and Publication of Accounts.

The accounts of the Ministry of Defence are sent by April Ist following the date of their
closure to the Finance Minister, who draws up the general account and transmits it before June ist
to the Court of Audit. After final audit, the general account is submitted to the Queen without
delay; no definite date, however, is prescribed. The general account is submitted to the States-
General in the form of a Bill, no time-limit being prescribed for its enactment, nor for the printing
and publication of the account. The last account published is that of I928.

budgetary year by the Minister for the Colonies at The Hague and by the Department of Finance
atBatavia, respectively; they cover expenditure in the home country on colonial account and
in the Dutch Indies respectively, and are sent to the appropriate Courts of Audit at The Hague
and Batavia. Both accounts are transmitted with the reports of the respective Courts of Audit
to the Governor-General, who must submit the combined account to the Volksraad of the Dutch
Indies not later than the opening day of the first ordinary session (mid-June) of the third year
following the close of the budget (i.e., about 31/2 years after the end of the calendar year to which
the account relates). The account is enacted by the Governor-General with the consent of the
Volksraad and subject to the sanction of the States-General in Holland. In the event of failure
to secure the agreement of either of these bodies, it is enacted by the latter. The orders and
enactments concerning the accounts are immediately published in the official bulletin (Staatsblad)
of the Dutch Indies and the Netherlands respectively.
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C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

General Remarks.

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

(b) The Netherlands Model Statement contains expenditure relating to armed forces only.
(c) The budgetary system has presented no obstacle to the inclusion of all nationaldefence

expenditure in the Model Statement.
(d) Deviations from the instructions regarding universality of expenditure are noted in

certain cases referred to below.

2. Military Departments.

(a) The Model Statement includes the total amount of pay, salaries and wages without
deduction of taxes or contributions paid by the personnel for purposes of pension or social
insurance.

(b) The Model Statement includes advances on salaries. As by reason of repayments the
personnel concerned receives a lower salary, the repayments have not been deducted from the
figure of expenditure shown in the Model Statement.

(c) The Model Statement shows the sums actually expended, account being taken of fluctua-
tions in the exchanges.

3. Civil Departments.

(a) No expenditure on civil aviation has been included in the national defence accounts
or in the Model Statement.

(b) Reductions in tariff rates of between 25 and 50 per cent are commonly allowed in respect
of the conveyance of defence personnel, etc., by rail.

(c) Expenditure on pilotage, buoyage, light-houses and signal stations, coast-guard, meteoro-
logical and hydrographic services is not included in the Model Statement, with the exception of
io per cent of the salaries of military personnel employed on pilotage, etc., and 30 per cent of
the salaries of members of the same personnel employed on the hydrographic service.

(d) Expenditure connected with the checking and auditing of accounts is included in the
Model Statement, with the exception of expenditure in respect of the Court of Audit.

(e) Military buildings in the Netherlands only pay the following local taxes: sewage tax,
street tax and polder dues. In the Indies, no local taxation is levied on buildings.

(/) The Dutch Indies bear half the cost of the construction of vessels of war allocated to the
service of these territories and constructed-for the joint advantage of the home country and the
Dutch Indies.

4. Special Questions.

(a) Under the heading formations organised on a military basis are included, in the case of
the Netherlands, the Royal Mounted Police and, in the case of the Indies, the Barisan de Madoera
corps and the Soerakarta and Djokjakarta legions. The expenditure for the Landstorm is shown
in the Model Statement under the heading " persons undergoing preparatory military training,
reservists and reserve organisations "

The Technical Committee of the Special Committee on Effectives has decided that, in accord-
ance with the criteria it has adopted, the Royal Mounted Police should be regarded as being
purely of the nature of a police force, and should not be included in the calculation of army
effectives.

(b) The enterprise known as " the artillery establishments " is not carried on for the purpose
of profit. Its products are sold at cost price. Should there, however, be any profit, it is paid
into the Treasury. Any deficit is borne by the budget of National Defence. Private persons are
also supplied at cost price.

(c) Amounts transferred to the account of the artillery establishments, and not outgoings
therefrom, have been shown in the Model Statement.

(d) Private enterprises or local authorities do not grant to the armed forces any facilities other
than those granted to other customers of equal importance.

(e) There are special funds such as the Fund for the Completion of the Fortification System
and the Artillery Establishments Fund. Generally speaking, the sums transferred to these
funds, and not the expenditure effected therefrom, have been shown in the Model Statement.

(f) Deductions. - When drawing up the Model Statement, the net total of expenditure was
taken as a starting-point. To this total was added the value of material supplied, services rendered,
etc., and thus the gross expenditure was arrived at. The Netherlands delegation also confirms
that the Model Statement shows only gross expenditure.
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The total receipts are based on official but unpublished documents. A portion of the salaries
of military personnel in civil employment is not shown in the Model Statement, as, in the opinion
of the Netherlands delegation, the salaries of personnel employed entirely on work for civil purposes
should, under the experts' instructions, be excluded.

(g) In the Netherlands, claims in arrear are settled under the head " Claims against
closed exercices ". Balances outstanding under this Head during the previous year are shown in
annexed Table C. In the Dutch Indies, no head is provided for claims in arrears. These claims
are settled out of the items for unforeseen expenditure.

(h) No national defence expenditure either in the Netherlands or in the Dutch Indies is
financed out of the proceeds of loans.

(i) Pensions. - The Model Statement does not include pensions and allowances for loss of
employment, retirement or premature dismissal. In several cases a distinction has been made
between annual salaries and sums contributed to the pension fund. The staff receive their full
salaries without deduction, and the State pays contributions direct to the fund.

Only the salaries are shown in the Model Statement, while the contributions are relegated to
annexed Table F.

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.

In the defence budgets and accounts of the Netherlands, expenditure on the army and naval
air forces is incorporated with that of their respective parent services. The army air force constitutes
a separate unit, for which provision is made under distinct sub-heads (I57 and 158) of the budget,
thus supplying a ready basis for compiling the Model Statement. The naval air force forms an
inseparable whole with the navy; the separation of expenditure on pay, allowances to personnel
and material (including fuel), which is shown under joint budgetary and account items, has been
made by the use of administrative documents. Other joint expenses for personnel-e.g., rations,
medical treatment, etc.-could only be divided on a basis of estimate. About 5 per cent of the
total air force expenditure shown in the air Model Statement-viz., I2,761,598 florins-has been
computed by the latter method.

A separate indication of expenditure on pensions for the air forces is not possible, since most
of the personnel concerned perform part only of their service in the air forces, the other part
being performed in the army or the navy.

The discrimination of naval air force from naval expenditure charged to sub-heads G, K
and L has presented considerable difficulty in the case of the Netherlands. It has been effected
on the basis of administrative documents.

In the accounts and budgets for the Dutch Indies, the expenditure on the air forces, incor-
porated with the army and navy respectively, is generally the subject of separate items, which
allow of its being distinguished from that of the parent service. Where joint items are shown,
it has been possible to split them by the use of the departmental accounts.

There was some doubt in deciding as to the allocation as between land and naval forces of
the mariniers or Marine Infantry Corps, the functions of which might entitle it to be considered
as a land force. As, however, the mariniers are only used as a landing force in conjunction with
naval personnel, they have been included in Table C of the Model Statement.

Difficulty has been experienced in dividing the office expenditure of the Department for
National Defence (both personnel and material) as between the land and naval forces. The
separation has been carried out on a basis of estimate.

In general, separation of the army expenditure from that of the other two forces has been
comparatively simple owing to the existence of distinct sub-heads for the military air force in
the army budget and account. The failure of the navy budget and account to distinguish clearly
between items of expenditure relating to the navy and to the naval air force respectively has
pro tanto resulted in making the separation of both the navy and the air force incomplete.

The Netherlands delegation states that the establishment of a separate accounting system
for each of the three forces would be technically possible, though expensive.

2. Coast Defence.

Coast defence is provided for in the budget under land forces; but the expenditure has been
included in the naval Model Statement. This has been done on the basis of internal accounts,
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3. Optional Columns.

(a) The optional columns of the Model Statement have been filled up for all three forces.
No formations organised on a military basis are shown for the navy or air force.

(b) Half the cost of construction of warships allocated to the service of the Dutch Indies,
though built for the joint advantage of the home country and the colonies, is borne by the Dutch
Indies. The division of the charge between the home and colonial budgets is intended to mark
the advantage derived from the existence of the fleet by the two administrations respectively,
but is quite empirical.

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

For the home country, see Sections 5 and 7 below.
In the case of the Dutch Indies, no difficulty has been experienced in splitting the expenditure

between the sub-heads of the Model Statement.

5. Head IV: Separation from Other Heads.

Isolation of expenditure in the Netherlands accounts chargeable to head IV has caused
much difficulty, for the following reasons;

(a) In the State shipyards, the manufacture of material for defence purposes and production
for other services (which is the subject of financial adjustment with the department concerned)
are not separated. It is thus impossible to ascertain the exact proportion of the expenditure
in respect of personnel employed in the yards which should be treated as national defence
expenditure.

Nor is any discrimination made in the accounts between material for warships and that for
hulks of no military value used as barracks and therefore chargeable to sub-head K.

(b) It is difficult to ascertain and divide as between G, K and L the respective expenditures
of the navy and naval air force for fuel, power, light and water.

(c) It is difficult in the case of the army to separate expenditure on clothing from that
on equipment chargeable to head IV.

The separation in the above cases has been effected by the use of administrative documents.
Expenditure on the renewal of motor-cars has been charged to sub-head G.
It has been possible by the use of the internal accounts to calculate the expenditure for civilians

employed in establishments for the manufacture of war material.
Besides the State enterprise of the artillery establishments, which is an autonomous under-

taking (see under B), the State possesses shipyards and also artillery arsenals in the Dutch Indies,
which are not autonomous. War material and services supplied to the defence forces by the
shipyards and the oversea arsenals are charged at cost price, cost accounts being maintained
for the establishments of both categories and, in the case of the shipyards, published.

6. Head IV: Division between Sub-heads.

No difficulties have been encountered in splitting up the expenditure charged to head IV
between its several sub-heads.

7. Special Questions.

Civilian Employees. - Considerable difficulty has been experienced in the case of home
establishments in allocating expenditure on civilian employees of the three services to the various
sub-heads of the Model Statement as prescribed in paragraph 12 on page 30 of the report of the
Committee of Budgetary Experts. The separation has been effected by means of annual returns
and other administrative documents.

Allowances. - Allowances have been charged to sub-heads E, F, G, and K, not to pay sub-
heads. The Netherlands delegation are prepared to accept the principle that subsistence allowances
should be charged to sub-heads A to D.

Half-Pay. -- Half-pay (waiting pay) of officers and non-commissioned officers has not been
included in the Model Statement but has been relegated to Table F.
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E. ANNEXED TABLES TO THE MODEL STATEMENT.
Table A.

(a) There is a great difference between the total shown in annexed Table A for the land
forces and the total in sub-head D for the land forces; and the same is the case with the naval and
air forces. The Netherlands delegation states that the expenditure on reservists called to the
colours cannot be separated from the other expenditure.

(b) As the normal training period for an infantry soldier is 5 1 months, during the successive
forty-day periods soldiers can be regarded as called up for fresh training periods or as reservists
called to the colours. The same question therefore arises in the case of the Netherlands as in the
case of Switzerland-viz., whether it would not be better to leave annexed Table A blank, since
for practical purposes the army may be regarded as mostly formed of reservists.

Table B.
There is a difference of 560,400 florins between the figures in annexed Table B and those in

sub-head L of the Model Statement; but the Netherlands delegation admits that the Model
Statement should be corrected.

Table C.
The balances carried forward to the national defence budget for the following exercice appear

in this table. As the right to carry forward is limited by Article 24 of the Accountancy Law to
appropriations which are expressly designated for this purpose, the items which can be carried
forward are described as " intended for the application of Article 24 of the Accountancy Law ".
The carry-forward itself is made in each case by Royal Decree on the motion of the Minister
concerned and with the approval of the Finance Minister.

Table D.
No remarks.

Table E.
No remarks.

Table F.
(a) Some difficulty was experienced in separating the figure I8o,ooo florins for the civilian

personnel of the naval forces of the Dutch Indies; but it proved possible notwithstanding to
complete Table F satisfactorily.

(b) The Netherlands delegation includes under Table F, IV:

(i) Waiting allowances (Wachtgelden);
(2) Pay of officers on half-pay;
(3) Monetary gratuities and aid to ex-soldiers;
(4) Gratuities to widows and orphans of ex-soldiers and workmen;
(5) Allowances to persons who have suffered hardship in consequence of mobilisation;
(6) Subsidies to societies for the relief of ex-soldiers.

List of Documents.

Budgetary system: Reply of Netherlands delegation to the Technical Committee's questionnaire (document
Conf.D./C.D./C.T.I 4).

Model Statement and annexed tables: Explanations in regard to the budgetary documentation respecting the Kingdom
of the Netherlands in Europe. Reconciliation tables (document Conf.D./C.D./C.T.73).

Budgets for 1929 and annexed documents:
General Budget:

"Zitting I928-29. 2. Rijksbegrooting voor het dienstjaar 1929. VIIIste Hoofdstuk." (Documents Nos. I-4,
3I-36.)

" Eerste Kamer der Staten-Generaal. Zitting I928-29." (Documents Nos. 65 and 65a.) (Preliminary report
and final report of the Committee of Rapporteurs).

"Staatsblad van het Koninkrijk der Nederlanden." (1929. Nos. 125, 126, 128, 549, 604. 1930. Nos. 102,
454, 477, 54I-)

Budget for Dutch Indies:
"Volksraad. Zittingsjaar 1928-29. Onderwerp I, Afdeeling IX, Stukken 1-4. (Begrooting van Nederlandsch-

Indie voor het dienstjaar 1929.) " and " Onderwerp 37, Afdeeling IX, Stukken I-3."
" Staatsblad van Nederlandsch-Indi. " (I929. Nos. 83, 94, 207. 1930. No. I04.)
" Zitting I928-29. 2. Rijksbegrooting voor het dienstjaar 1929. XIde Hoofdstuk." (Documents Nos. 1-3).
" Zitting 1928-29. 370 (Documents Nos. I-5) " and " Zitting 1930-31. 234 " (Documents Nos. I and 2)

concerning the amending budgets.
" Staatsblad van het Koninkrijk der Nederlanden. " I929. Nos. 181, 297. 930o. No. 524.

Closed accounts for 1929 with translation of extracts from the same showing national defence expenditure:
General Accounts:

" Algemeene Rekening wegens de Rijksontvangsten en -uitgaven over het dienstjaar I929."
Accounts for Dutch Indies:

" Volksraad. Zittingsjaar 1931-32. Voorloopige rekening van uitgaven en ontvengsten van Nederlandsch-
Indie over I929."

Observations of Technical Committee (document Conf.D./C.D./C.T.85).
Replies of Netherlands delegation (document Conf. D./C.D./C.T.I3o).
Minutes of audition meeting (document Conf.D./C.D./C.T./P.V.g9, audition and corrigendurn).
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POLAND.

A. BUDGETARY SYSTEM.

i. Preparation of Draft Budget.

The National Defence budget is prepared by the administrative departments under the
direction of the Finance Minister. The Finance Minister has the right to scrutinise the budgetary
estimates, which are finally approved by the Council of Ministers.

2. Discussion and Voting of the Budget.

(a) When the budget is laid before the Diet by the Government, a general debate takes place,
after which the budget is referred to the Budget Commission, which draws up a general report and
special reports. These reports are published. The Diet debates the draft budget on the basis of
these reports.

The budget is afterwards publicly debated in the Senate, the procedure being similar to that
describeda bove. The discussions in the two Chambers are reported verbatim in the Official Journal.

Both the Government and members of Parliament enjoy the right of initiative. In the
case of members of Parliament, however, this right is, in practice, restricted.

The discussions in the Diet and the Senate must be terminated within a stated period. On
the expiry of the respective periods, the Government's draft budget is deemed to have been adopted
by the Assemblies. In practice, the discussions in the two Chambers are completed by the required
date.

(b) National Defence expenditure is voted annually.
(c) Expenditure is authorised by law.

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

The draft budget, budget and final accounts are published.

4. Conditions governing the Expenditure of Credits.

(a) All credits voted represent actual financial provision.
Supplementary credits or excess credits may be voted after the end of the financial year.
There are no credits which can be carried forward, nor is there any authorisation of commit-

ments, the payments in respect of which can be charged to the credits to be voted for subsequent
exercices.

The application of the budget is based upon the exercice, the additional period being three
months.

(b) The rule of annalite (i.e., the automatic cancellation of unexpended credits at the end of
the budgetary year) is strictly observed.

5. Division of Expenditure in Budget and Accounts.

(a) The divisions and subdivisions of the budget are relatively numerous, and the text
clearly indicates the purpose of the expenditure.

(b) The closed accounts are drawn up in greater detail than the budget.
(c) Transfers are permissible within the national defence budget, but the credits for personnel

may not be increased by means of sums drawn from the credits for material. Transfers from
budget to budget are prohibited.

6. Unity of the Budget.

(a) Almost all national defence expenditure is entered in that section of the general budget
which relates to the Department of Military Affairs.

A few items of military expenditure are, however, to be found in those parts of the
general budget which relate to the civil ministries.
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Special accounts exist, but none of these is connected with national defence, with the exception
of the National Development Fund, to which has been charged financial participations in a private
armaments undertaking.

The budget of the Department of Military Affairs shows army and navy expenditure
separately. There are, however, items of expenditure which are common to the two forces.
Air force expenditure is not shown separately.

(b) The budget and the accounts show gross expenditure.

7. Supervision during the Execution of the Budget.

During the execution of the budget, supervision is carried out as follows:

(a) Within the Department for Military Affairs: (I) through the supervision exercised
by the administrative heads over their subordinates; (2) by audits conducted by a special
bureau, which is responsible for ensuring that credits are utilised in the manner prescribed,
for endorsing papers connected with the accounts and for verifying the relevant vouchers
(this office is responsible for the discharge of its duties to the Minister for War); (3) through
the activities of a supervisory body under the exclusive control of the Minister for National
Defence and completely independent of the military and administrative authorities, which it
has to supervise in the name of the Minister;

(b) Through supervision by public accountants (responsible to the Minister of Finance)
of the authorities empowered to issue orders for payment. Before authorising payments the
public accountants responsible for making cash disbursements satisfy themselves in every
case that the orders issued by ordonnateurs - i.e., officials empowered to issue warrants or
orders for payment-are in order both as regards accounting procedure and the bona-fide
character of the expenditure;

(c) Through higher supervision exercised by the Finance Minister over commitments
and through verification of the monthly statements of accounts of the Military Department;

(d) Through the supervision by the Court of Audit of the execution of the budget.
This supervision comprises examination of contracts and commitments and verification
of cash in hand, stores, inventories and accounts, and is effected by means of verifications
on the spot of all work carried out and of supplies;

(e) By Parliament, which has a share in supervising the application of the budget
through parliamentary commissions appointed to conduct investigations in the various
services.

8. Final Audit..

Final audit is carried out:

(a) By the Court of Audit, which possesses jurisdictional powers enabling it to call to
account administrative and accounting officers. Members of the Court of Audit are respon-
sible to the President of the Republic alone and can only be dismissed by a resolution of the
Diet passed by a majority of three-fifths of the votes cast. The Court of Audit verifies the
final accounts drawn up by the central accounting service of the Finance Ministry. The
Court of Audit is the supreme authority as regards the auditing of the accounts.

(b) By Parliament, which approves the final accounts and to which the observations
of the Court of Audit regarding the manner in which they have been drawn up are submitted.

B. IDENTIFICATION OF NATIO NAL DEFENCE EXPENDITURE.

i. Budgetary Year.

The budgetary year extends from April Ist to March 31st.

2. Budgets and Accounts.

Separate Ministries do not exist in Poland for the three forces. The military budget includes
items common to the land and air forces; the navy, although it has its own budget, benefits to
a certain extent by services common to all the armed forces.

3. The Model Statement.

The Model Statement has been compiled on the basis of the last closed account-viz., that
for the budget year I929-30.

The tables for the three armed forces have been filled in. The figures shown represent
disbursements and refer to gross expenditure.
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In order to compile the Model Statement, it was necessary to have recourse in certain cases
to a subdivision of the figures of the closed accounts on the basis of internal documents, or to
estimates.

4. Execution of the Budget.

By a decree of the Minister of Finance, the central accounting department of the Ministry
of Finance is responsible for the division of the funds between the various Departments. This
is carried out through the Bank of Poland and the Post Office Savings Bank. These two
institutions act both as offices of payment and as offices for the receipt of public funds.

Administrative supervision is carried out by organisations responsible to each Ministry and
by organisations attached to the Ministry of Finance. The army administration is further subject
to supervision by an independent staff of auditors.

5. The Accounts.

In principle, the expenditure during the twelve months of a budgetary year is contained
in the closed accounts of that year; but there is an additional. period of three months in which
it is possible to make use of credits which have not been used up in the course of the budgetary
year for works contracts or for purchases of new material for the army, subject to conditions
fixed in each case by the Finance Minister. This expenditure is included in the accounts of the
budgetary year in question.

The closed account comprises all national defence expenditure, including that of special
funds. The figures show gross expenditure.

The closed account indicates only the final increase or decrease of the total amount of each
paragraph. It would only be possible to discover, from the different articles of the closed account,
the way in which the transfers between them were effected, by reference to documents of
the departments concerned.

6. Auditing and Publication of Accounts.

The time-limit for the submission of the accounts of the Administrative Departments to the
Finance Minister is two and a-half months from the expiry of the additional period-i.e., five and
a-half months from the close of the budgetary year. Five months after the close of the additional
period-i.e., eight months after the close of the budgetary year, the Finance Minister submits
the accounts to the Court of Audit, which examines them and reports to the President of the
Republic and to Parliament within six months. The submission of the accounts to Parliament
therefore takes place fourteen months at latest after the close of the budgetary year. The accounts
are approved by a vote of the Chamber.

A period of from fourteen to sixteen months from the close of the budgetary year is required
for publication. The Polish delegation considers that the additional period and the other intervals
for which provision is made in connection with the preparation and auditing of the accounts
would admit of reduction.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

I. General Remarks.

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

(b) The Model Statement contains only expenditure in connection with the armed forces.
(c) The budgetary system has not been found to oppose any obstacle to the inclusion of all

national defence expenditure in the Model Statement.
(d) The cases in which it has been found that a departure has been made from the instructions

regarding universality of expenditure are mentioned below.

2. Military Departments.

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

(b) In the case of advances of pay allowed to military personnel, this expenditure is charged
against a special fund, which appears in the closed account.

(c) War material may be purchased on credit; the corresponding payments appear in the
national defence budget for subsequent year. The Polish delegation has declared that during
the budgetary year I929-30 no material for purposes of national defence has been obtained in
this way.
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(d) The national defence accounts refer to actual payments, account being taken of
fluctuations in the exchange.

3. Civil Departments.

(a) Subsidies to the Mercantile Marine. - The Polish delegation considers that only those
subsidies granted to the Mercantile Marine for the adaptation of commercial vessels for military
purposes should be shown in the Model Statement.

(b) The handing over of material from one department to another is effected only against a
transfer of the credits allocated to the material transferred. Such transfers are effected in pur-
suance of decisions by the Ministers concerned, and within the limits of the credits fixed in the
budget;

(c) The amounts of the credits transferred from one department to another represent the
actual value of the goods delivered and services rendered.

(d) Districts and communes do not supply funds for national defence. Rents of buildings
used for military purposes are paid out of the budget credits for national defence.

(e) The Polish delegation has declared that no expenditure has been incurred on the
construction of strategic roads.

(f) As regards certain expenditure on construction and railway equipment undertaken for
the protection of the civil population against the dangers of air warfare, the Polish delegation
considers that such expenditure should not appear in the Model Statement.

4. Special Questions.

(a) Expenditure in connection with formations organised on a military basis is not included
in the Model Statement.

The Polish delegation has stated that it is prepared-subject to reciprocity-to include in
the model statements certain expenditure which it considers important, such as expenditure on
police, frontier guards, forest or river police, the expenditure of the Red Cross, societies for protec-
tion against gas, associations for the encouragement of civil aviation, rifle clubs and military
preparation associations, etc.

(b) A part of the expenditure in connection with physical training, calculated on the
basis of internal accounts, appears in the Model Statement. This refers to grants paid to the
associations for preparatory military training.

(c) Subsidies granted to certain associations for pre-regimental instruction are shown in
the Model Statement.

(d) Apart from the general budget, special funds exist. The Polish delegation states that
these do not concern national defence, with the exception of the " National Development Fund",
out of which shares were purchased in the Starachowice Mines and Metal Works.

(e) It should be mentioned that the fund placed at the disposal of the Minister (of Military
Affairs) is a budgetary credit.

There is also another special fund relating to the Ministry of Military Affairs and derived from
the proceeds of a special tax on rents. This latter fund forms a legal entity. It is subject to
supervision by a special auditing commission without prejudice to that of the Court of Audit.
The Polish delegation considers that expenditure out of this fund, which is earmarked for the
construction of private dwellings for professional soldiers, does not contribute to national defence.

(f) Arrears of lodging allowance were paid during the budgetary year, but are not shown
in the Model Statement. They relate to the year I928 and were paid out of available treasury
funds, in order to avoid overburdening the budget for I929-30 which already contained provision
for a similar payment. The latter is that shown in the Model Statement.

(g) There are five armament factories which possess budgetary autonomy. They, however,
pay half their profits to the Treasury, from which they receive funds to cover certain of their
expenses. They are subject to audit by auditing commissions and by the Court of Audit. Their
balance-sheets and profit-and-loss accounts are appended to the draft budget.

(h) Direct subsidies have been granted to the above-mentioned establishments by way
of investment, for expenditure on buildings and plant-but not for the formation of stocks.

(i) The sale price of material transferred by the autonomous undertakings to the military
departments is determined either by tender, if there is competition, or on a basis of cost of
production if there is a monopoly.

(k) No exemption from taxes was granted to the arms factories during the year in question.
The Polish delegation is of opinion that such exemption should be regarded as a subsidy.

(1) The State participates as a shareholder in one private undertaking which manufactures
arms. The Model Statement includes a sum representing this participation.

(m) The only extra-budgetary resources are those composed of half the proceeds from the
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sale of manure by cavalry units for the benefit of those units. With this single exception, no
State administration can increase, by means of special receipts, the credits allocated to it.

(n) Deductions. - With the exception of the proceeds from the sale of manure, the accounts
and the Model Statement show gross expenditure in the sense of the experts' report.

(o) During the year 1929-30, no national defence expenditure has been met from loan funds.

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

i. Separation of Expenditure on the Three Forces.

There is only a single Ministry of Defence, and complete accounts of the expenditure on the
army, navy and air force do not exist separately. The Model Statement for the army contains
certain expenditure on services (a) common to both the army and air force; (b) common to all
three forces. There is a special naval budget, but this does not cover the whole expenditure on
the navy, as it contains no provision for the " common services " referred to in (b) above.

The common services under (a) comprise special pay to personnel, costs of foreign studies,
cadet schools, sanitary and veterinary services. The whole of these are shown in the Model
Statement for the army.

The common services under (b) comprise postal, telegraph and telephone services, and
military justice. The whole of these are shown in the Model Statement for the army.

The general basis is the audited expenditure shown in the closed accounts. In most cases,
the items of expenditure on the three forces are shown separately; where this is not the case,
recourse has been had to internal accounts in order to ascertain the totals required.

The expenditure that cannot be divided between army and air amounts to some 49,III,000
zloty, or 70 per cent of the total army and air expenditure taken together.

Defence expenditure incurred by departments other than the National Defence Department
has been distributed among the three forces and the different sub-heads on a basis of estimate.

2. Coast Defence.

Expenditure in connection with coast defence is shown in the Model Statement for the land
forces.

3. Optional Columns.

These have not been filled in. No expenditure is included in respect of formations organised
on a military basis: the Polish Government is prepared to include the latter, subject to the
definition of such forces and to reciprocity.

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

Expenditure in connection with regular naval reserves is shown in sub-heads A and B, and
not D. Expenditure on regular air reserves is shown in sub-head E.

Certain minor errors of classification have come to light in the course of the examination
of the documents submitted by the Polish delegation--e.g., pay of civilians at schools was
included in sub-head E instead of sub-head C: cost of straw for stables in sub-head K and not
sub-head E.

5. Head IV: Separation from other Heads.

Separation of expenditure under head IV for the three forces has been made for the most
part by reference to internal accounts. Overhead charges had, however, to be estimated.

6. Head IV: Division between Sub-heads.

Warships are not constructed in Poland, but in foreign dockyards. Certain repairs are, however,
carried out in Polish yards. The Polish delegation has given additional information on this subject.

The Polish delegation considers that expenditure in connection with war material
manufactured in non-autonomous State undertakings should be shown exclusively in sub-head N.
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7. Special Questions.

(a) Allowances. - All allowances in kind, except those paid to individuals for the use of
their horses or vehicles (shown in sub-head G), appear in sub-heads A, B and C.

(b) Hydrography. - Expenditure in connection with hydrography is shown in sub-head M.

E. TABLES ANNEXED TO THE MODEL STATEMENT.

Preliminary Remark. - Poland has supplied only one series of annexed tables. As it is
somewhat difficult to isolate the expenditure on the air forces, and as the expenditure on the
naval forces is relatively small, it has not been considered necessary to prepare three series of
annexed tables.

Table A.

(a) No figure has been given in item I.

(b) In item 2, the figure for allowances paid to the families of reservists called up has been
shown.

(c) In item 2, the maintenance expenses of reservists called up have also been shown; it
is very difficult to separate them.

(d) By " reservists " are understood (I) persons who have performed their military service
and have not passed a certain age, and (2) persons who, although exempt from military service,
have been incorporated in the reserve.

Table B.

(a) The total of Table B is equal to the total of sub-head L.

(b) Table B includes the expenditure for the maintenance of ships, whether in port or not.

Table C.

No remarks as to "nil" return.

Table D.

The Polish delegation states that, during the budgetary year I929-30, no delivery was made
to the national defence services of material, payment for which would be shown only in the
accounts for subsequent years.

Table E.

It might be desirable to show in a note details of expenditure representing the participation
of the State in the Starachowice steelworks.

Table F.

It is not possible to subdivide item I into three paragraphs, (a) (b) and (c).

List of Documents.

Budgetary system: Reply by the Polish delegation to the questionnaire of the Technical Committee (document Conf.D./
C.D./C.T.33). 

Model Statement and annexed tables. Reconciliation table (document Conf.D./C.D./C.T.52).
Budgets:

Voted budget for the year 1929-30 (Dziennik Ustaw, Rzeczypospolitej Polskiej, No. 20, Rok I929);
Estimates for the year I930-31 (Preliminarz budzetowy, Rzeczypospolitej Polskiej, na okres od I kwietnia 1930

do 31 marca I931).

Accounts:

Closed accounts for the year 1929-30. (Zamkniecie rachunk6w panstwowych za okres od I kwietnia 1929 do 31 marca
I930).

Accounts concerning special funds to the year I929-30.

Observations of Technical Committee (document Conf.D./C.D./C.T.77).
Replies of the Polish delegation (document Conf.D./C.D./C.T.88).
Minutes of audition meeting (document Conf.D./C.D.C.T./P.V. Audition 6 and corrigendum).
Additional information (document Conf.D./C.D./C.T.I54 and addendum).
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ROUMANIA

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The budget is prepared by the various administrations. Each Ministry estimates its own
expenditure and the revenues which it provides for the Treasury. All the estimates of expenditure
and receipts of the various Ministries are centralised by the Minister of Finance. The latter, who
is responsible for balancing the budget, may make any necessary amendments to the estimates in
question.

If the draft general budget involves new expenditure, it is then submitted to the Technical
Budgetary Commission of the Chamber of Deputies, which is assisted by officials specially entrusted
with the preparation of the budgets in the various Ministries. This Commission examines
the budgets of all the State departments and administrations. It has the right to cut down, but not
to increase, the expenditure proposed by the Ministers.

After this examination, the budgets are returned to the various Ministers, who are bound to
take account of the observations of the Technical Budgetary Commission. The budgets, amended
in the light of these observations, are returned to the Minister of Finance, who, after having balanced
the general budget, submits it to the Council of Ministers for final approval.

2. Discussion and voting of the Budget.

(a) The draft budget, drawn up as explained under I above, is laid upon the table of the
Chamber by the Minister of Finance. It is subsequently submitted to the plenary Budgetary
Commission of the Chamber. This Commission, whose debates are private, examines the draft
budget and draws up a report which is published. The budget is publicly debated in the Chamber
of Deputies. The debates in plenary session are reported in extenso in the records of the debates,
which are published in a special supplement to the Official Journal. The Senate has no direct or
indirect influence on the preparation or voting of the budget.

(b) National defence expenditure is voted each year.
(c) Expenditure is authorised by law.
If, however, the budget is not voted before the beginning of the financial year, the Government

may enact the budget of the previous year directly by simple Royal Decree.
On the other hand, if, owing to the adjournment of the Chamber, excess credits are necessary,

these may be authorised by Royal Decree. All additional credits opened by Royal Decree must be
ratified during the first session of the Chamber.

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

The draft budget, accompanied by an explanatory statement, is published as an official
document.

The budget as voted and the final accounts are also published.

4. Conditions governing the Expenditure of Credits.

(a) The voting of a credit defines a maximum which expenditure to be made during the
budgetary exercice may not exceed.

With the approval of the Council of Ministers, the Ministers are entitled to make commit-
ments involving expenditure over several exercices. The annual expenditure resulting from these
commitments must not exceed the credits voted each year.

Any proposal to exceed the provision voted by the Chamber must be sanctioned by the
Chamber and the Senate.

Payments appertaining to a given budgetary year can be made after the conclusion of the
twelve months of the budgetary year during a supplementary period of three months.

After the expiration of this period, no payment can be made out of the funds of the past
budgetary year.
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(b) The rule of "annality " is observed--i.e., any credits remaining unexpended at the
end of the year are automatically cancelled.

No credit can be carried forward to the subsequent year.

5. Division of Expenditure in Budget and Accounts.

(a) National defence expenditure is voted in main divisions (chapters) and sub-divisions
(articles). The main divisions and sub-divisions are numerous and clearly show the object of
the expenditure.

The budget is very clearly presented.
(b) The final accounts are drawn up in the same form as the budget.
(c) Ministers are not entitled to effect transfers either between divisions or between

sub-divisions of the budget.

6. Unity and Universality.

(a) All expenditure on national defence appears in the general budget, which is based
upon the principle of budgetary universality.

There are no special budgets, funds or accounts.
Generally speaking, all national defence expenditure is shown in the national defence budget.

Certain expenditure of this nature is, however, charged against global credits appearing in the
civil budgets relating to the activities of several Ministries.

Expenditure on land forces, naval forces and air forces is shown separately (a recent
innovation).

As there is only one Ministry of National Defence, certain expenditure is common to the
army and navy.

(b) The budgets and accounts show gross expenditure.

7. Supervision during the Execution of the Budget.

Supervision during the execution of the budget is provided for as follows:

(a) Scrutiny by the responsible administrative authorities. The latter are bound to
refuse sanction of any expenditure illegally or irregularly incurred.

(b) Supervision over officials issuing orders for payment exercised by the cashiers,
who are bound to verify the correctness of the orders for payment issued and the purpose
for which they are being issued.

(c) Preventive supervision over commitments exercised by supervisory councillors
representing the Court of Audit and attached to each Ministry. These supervisory agents
are bound to refuse their visa in any case in which credits are exceeded or the expenditure
is not in order.

These agents are responsible directly to the Court of Audit and are completely
independent of the legislative and executive authorities.

8. Final Audit.

Final audit is carried out:

(a) By the Court of Audit. This important body draws up an annual general account
relating to the execution of the budget and the management of the State finances. The
Court of Audit is the supreme auditing authority for the accounts of ministerial departments.

The Court of Audit exercises judicial supervision over the accounts, as well as over
the actual administration of the public funds by the accountants and departmental
authorities.

(b) By the Chamber of Deputies, which enacts the accounts as finally approved in
form of law.

B. IDENTIFICATION OF NATIONAL DEFENCE EXPENDITURE.

I. Budgetary Year.

I. The budgetary year begins on January Ist and ends on December 3Ist.
Commitments may be incurred up to November Ist of the current financial year; for work and

supplies which may be carried out or delivered immediately, the date is December I5th, and in
the case of work and supplies of general and urgent importance, December 3Ist. No commitments
in respect of the past budgetary year can be entered into after December 3Ist.
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For the acceptance of expenditure and the issue of orders for payment, there is a supplementary
period extending to March Ist of the following year.

Payments of expenditure can be made up to April ist of the following year.

2. Budgets and Accounts.

There is only one Ministry of National Defence. The expenditure on the three armed forces
is shown separately in the budget and accounts.

3. The Model Statement.

The Model Statement submitted to the Committee relates to the budgetary year I93I. If the
Model Statement had been based upon any other budgetary exercice than that for I93I, it would
have been impossible to split up expenditure between the three forces as laid down in the
instructions of the budgetary experts.

The tables relating to expenditure on the three arms have been filled in.
The figures show the gross expenditure.
As regards expenditure incurred direct by the Ministry of National Defence, the basis of the

Model Statement is the figures contained in the orders for payment concerning the defence services
issued between January Ist, 193I, and March 31st, I932; their accuracy is certified by the
Under-Secretary of State responsible for the budget and the Accountant-General of the army.
Audited and closed accounts for that year are not yet ready.

The Model Statement also includes payments made in I93I in respect of services rendered
in I930.

Expenditure on national defence services incurred by the civil Ministries"and local departments
is refunded by the Ministry of National Defence and is included in the ordonnancements of that
Ministry. It has been possible to allocate the correct amounts to the several sub-heads by reference
to the ordonnancements.

There is, however, one exception-a lump sum paid by the Ministry of Finance in respect of
telephones-which is not included in the Model Statement.

All services rendered in kind are paid for in cash.
The Roumanian delegation considers that, in the event of the conclusion and enforcement

of a convention, the Roumanian Model Statements could be compiled on a basis of disbursements.

4. Execution of the Budget.

Orders for payment are issued either by the chief ordonnateurs deputed by the Minister, or by
the assistant ordonnateurs. Every order for payment is submitted for preliminary check to the
advising auditor, representing the Court of Audit, attached to each Ministry. Administrative
supervision is also provided for, based on the principle of the separation of the administrative
authorities (directing organs, executive organs and accountancy organs). Disbursements are
made by the cashiers of the Public Treasury.

As regards the budget for I93I, it should be pointed out that, while, in principle, the budget
is voted by Parliament and brought into force on January ist, the budget in question was modified
by Parliament on July Ist, I93I. This was necessary in order to make certain adjustments and
reductions in expenditure.

5. The Accounts.

The final account shows both the totals of payment orders issued and of payments effected.
The account for I93I is not yet ready.

The orders for payment correspond, generally speaking, with the payments, in view of the
fact that every sum for which an order for payment is issued should be cleared before March 3Ist
of the year following the closing of the exercice. It may, however, happen, in cases of Treasury
stringency, that all orders for payment cannot be cleared before March 3Ist. In such cases, the
procedure follows Articles 39 and 220 of the Law on Public Accounting. Article 39 lays it down
that payment warrants not cleared by the end of the exercice are cancelled. Article 220 provides
that sums re-appropriated in respect of cancelled orders for payment must be shown in a special
item in the budget of the current year. To meet claims in respect of cancelled orders for payment
appertaining to 1931, fresh orders for payment, chargeable against the exercice I932, had to be
issued.

The difference between the total of orders for payment and the total of actual payments
amounts to I,007,273,075 lei. This sum only represents orders for payment outstanding on
March 3Ist. The total does not appear in annexed Table D, as the exact amount of unpaid orders
for payment was not known at the time that document was drawn up.

The Roumanian accounting system is based upon gross figures.
The accounts are submitted in the same form as the budget.
There are no special budgets, funds or accounts or armament factories possessing budgetary

autonomy.
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6. Auditing and Publication of Accounts.

Within six months after the end of the year, the Ministry of Finance must draw up the annual
general account regarding the execution of the general State budget and forward it for examination
and audit to the Court of Audit. The annual general account is subsequently submitted to the
Chamber of Deputies on November Ist of the following year at latest. The Chamber of Deputies
promulgates its decision by a special Act which must embody the general account of the execution
of the budget as drawn up by the Ministry of Finance, the report of the Court of Audit on the audit
of the account and any observations of the Court thereon.

This Law, embodying the account and the report and accompanied by a table in which the
budget is compared with those of the two preceding years, constitutes the final instrument of
closure of the account, and must be published by the Ministry of Finance. As the Roumanian
accounting system has been radically reformed recently, it is therefore not possible to say what is
the normal period within which the law referred to above will be published or at what moment
the Chamber of Deputies will in future vote the annual general account of the execution of the
budget submitted by the Minister of Finance. The Roumanian delegation cannot lay down a
definite date within which the closed account and the voted budget of any given year could be
submitted as supporting documents for the Model Statement.

In the event of the conclusion of a convention, the Roumanian Government would be prepared
to take all possible measures to provide for the submission of closed accounts within the shortest
possible delay.

C. EXPENDITURE INCLUDED IN THE MODEL STATEMENT.

r. General Conclusions.

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

(b) The Roumanian Model Statement shows expenditure in respect of the armed forces.
(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 the cases mentioned below.

2. Military Departments.

(a) Pay. - The Model Statement comprises the full amount of pay and wages without
deduction of taxes or contributions or premiums in respect of pensions or insurance.

(b) The foregoing expenditure does not include advances to officers, etc.
(c) Foreign currency is calculated at the rate prevailing on the date when the transaction

in question took place. In the case of military expenditure, exchange differences are shown in
the military budget.

3. Civil Departments.

(a) All expenditure on the civil aviation and air navigation service (which includes expenditure
in respect of the purchase of aeroplanes, the installation of wireless, the construction of airports
and landing-grounds) is of an exclusively civil nature.

(b) The expenditure on the Central Meteorological Institute shown in the budget of the
Ministry of Agriculture has no bearing upon national defence.

(c) Expenditure on postal and telephonic communications has not been included in the Model
Statement. It is estimated at approximately 20 million lei.

(d) All expenditure incurred by departments other than the National Defence Ministry
(cost of the post and telegraphic service, cost of audit, expenditure on the Court of Audit connected
with national defence accounts, legal costs, expenditure on public works and buildings, etc.)
are met out of the budget of the National Defence Department, with the exception of a lump sum
paid by the Finance Ministry.

(e) The national defence services do not pay any municipal taxes other than those for
drains, water-supply (water-meters and pipes, etc).

They pay, however, taxes in respect of buildings and vehicles.
(/) There are no roads or railways of special importance to national defence.
(g) The value of transport facilities which the railways afford to the Government is not

included in the Model Statement. It amounts to approximately I5 million lei in respect of
personnel and 19 million lei in respect of material.

(h) State subsidies to the Red Cross are shown in the Model Statement.
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4. Special Questions.

(a) As regards formations organised on a military basis, expenditure in respect of the general
gendarmerie is not entered in the Model Statement; such expenditure appears in the budget of the
Ministry of the Interior. Expenditure on the training battalions is included in the National
Defence Budget, but only for the year I93I; from I932 onwards, such expenditure appears in the
budget of the Ministry of the Interior. The Roumanian delegation is of opinion that the Model
Statement should not include expenditure in respect of the gendarmerie, which is merely a
police force.

As regards the 5,593 men on railway service (page I7 of the closed account), it should be noted
that these men, who remain with the colours and are deemed to form part of the army, are incor-
porated in the engineer units and are attached to the railways for the purpose of practical training.
It is for this reason that the relevant expenditure is included in the Model Statement. The expendi-
ture in respect of the maintenance of the frontier guards has been left out of the Model Statement,
because the personnel of this organisation is under the control of the financial civil service; the
expenditure in question is borne on the budget of the Finance Ministry.

(b) There is no organisation for physical training primarily intended to serve the ends of
national defence.

(c) Certain expenditure in respect of the maintenance of agricultural workers employed in
the military stud-farms is not shown in the Model Statement, as the crop grown on the farms forms
part of the men's rations. As account has not been taken of the value of the agricultural produce
so used, the amount shown for this service is therefore net.

(d) The annual payments due to the Socijte commerciale de Bucarest in respect of land
purchased and buildings constructed on behalf of the army include interest charges. The
Roumanian delegation stated that, in its opinion, it is the annual payments alone and not the
capital which should be shown in the Model Statement.

(e) In addition to the closed accounts proper, there are others relating to extraordinary credits.
They are governed by the same regulations as the budgetary closed accounts.

(f) Deductions. - The Model Statement shows strictly gross expenditure without exception.
Receipts accruing from the various national defence services cannot be used by them; they are
paid into the Treasury.

(g) No arrear claims are debited to a Treasury account.

(h) No expenditure has been incurred out of the proceeds of a loan.

(i) Pensions. - Pensions are not included in the Model Statement. The pay of retired
and half-pay personnel is shown in the Model Statement and not in Table F. Such expenditure
might, if desired, be left out of the Model Statement, but would, in that event, have to be entered
in one of the annexed tables. In that case, Table F would have to be modified. Expenditure
of this kind is estimated by the Roumanian delegation at 5 million lei.

The Army Endowment Fund is a military institution with its own revenue, 70 per cent
of which goes to meet expenses and the remaining 30 per cent to allowances additional to pay
to soldiers on active service or in the reserve or to their families. Expenditure from the fund
in respect of grants to soldiers in retirement and to disabled pensioners is shown in the Model
Statement.

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.

Expenditure has been divided among the three forces, army, navy and air. This has been
possible because, though there is only one Ministry of Defence, separate budgets and accounts
for the three services have been instituted as from January 1931: prior to that date there was
only one budget for all national defence forces.

There are certain services common to the three forces, in particular pay services (civil and
military); the pay expenditure has been divided between the three forces on the basis of the
number of effectives in each force, multiplied by the appropriate rates of pay for each rank
The salary of the Minister of National Defence is shown under the expenditure on the land forces.
The other expenditure of the central administration of the Ministry is divided proportionately
among the three forces.

The expenditure for the Army Endownment Fund is shown in the army budget, only a
negligible portion being applicable to the other forces.

2. Coast Defence.

Expenditure on coast defence is included in the army budget.
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3. Optional Columns.

These have not been filled in.
Certain expenditure on formations organised on a military basis (training battalions of the

gendarmerie) is included in the total expenditure shown in the Model Statement for the army.
A separate section was opened in the budget of I931 for expenditure on gendarmerie.

The expenditure does not include the cost of inspecting or of arming the gendarmerie, nor
the cost of the frontier guards.

There are no oversea forces.

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

Great difficulties were met with in classifying expenditure under the various sub-heads.
These were partly due to the interpretation of the instructions in the experts' report and partly
to the nature of the Roumanian accounts.

Where the list of orders for payment did not enable a correct classification to be made,
recourse was had in certain cases to estimate.

In particular, all expenditure on pay and allowances for officers, N.C.O.s, other ranks and
civilians is kept in one account (see under I above), and the amounts for the three forces are
arrived at by multiplying the numbers in each rank by the rate of pay applicable. All expenditure
on pay and allowances for both military and civil personnel is put to sub-heads A, B, C or D.
Consequently, the pay of the civil personnel is not distributed in accordance with the instructions
in the experts' report, but put under sub-head C, and head IV contains no expenditure on pay
for the relevant personnel.

5. Head IV: Separation from other Heads.

No general difficulty was met with in isolating head IV expenditure for each force, with
the exception that no charge for pay and allowances for personnel applicable to head IV is
included therein.

War material is partly purchased from private firms and partly made in non-autonomous
State factories. In the former case, the whole cost of such material is shown in head IV, as it
is included in the price paid. In the latter case, the whole cost of manufacture, with the exception
of pay and wages, is included in head IV; overhead charges are ascertained from the orders
for payment.

Cost accounts are not kept in State factories.

6. Head IV: Division between Sub-heads.

The Roumanian delegation will specify the items relating to expenditure on naval construc-
tion and armament and will state whether sub-head M includes only arms and ammunition or,
in addition, elements in the construction of a ship the expenditure on which should normally
be charged to sub-head L.

7. Special Questions.

Allowances. - In the Roumanian budget, these are included with pay (Article i), and
in the Model Statement these have been charged to the pay sub-heads (A, B, C, D), and not
to the maintenance sub-heads. Exceptionally, cruising allowances (i.e., additional pay for
personnel at sea) are included entirely in sub-head D.

E. TABLES ANNEXED TO THE MODEL STATEMENT.

Table A.

(a) Item I. - The entry " nil" under Item I means that officers when not on service
merely receive pensions and not special allowances with a view to their being called up for
service. When on service, their pay is naturally included in the Model Statement under sub-
head A.

(b) Item 2. - The sum of 32,577,762 lei corresponds to sub-head D of the Model Statement.
This means that there is no expenditure in respect of pre-military training.

This sum comprises the remuneration of all officers, N.C.O.s and other ranks called up,
including their maintenance.

Expenditure for the teaching staff of schools for reserve officers is not included in Item 2.



- 119

Table B.

Table B shows the same amount as sub-head L: there is, however, some doubt as to the accuracy
of the figure 15,132,158 lei, which appears to be too low in comparison with the 41,247,081 lei
shown under sub-head M.

Table C.

In view of the particulars given by the Roumanian delegation, it would appear that the
entry " nil" under Table C is justified.

Table D.

The I2 milliards of lei shown under Table D have not been voted by Parliament. Commit-
ments have been entered into in respect of them by the Government in pursuance of Article go
of the Law relating to Public Accounts.

Parliamentary action will be necessary when the time comes to vote the credits required
for the payment of the annual charges.

Table F.

(a) All the sub-divisions cannot be filled in according to the instructions in the Budgetary
Experts' report.

(b) Table F will require revision by the addition of approximately 5,500,000 lei for retired
pay and half-pay included in the Model Statement.

(c) In respect of the subsidy of Ioo,ooo,ooo lei allowed by the War Ministry to the
Autonomous Fund (Caisse autonome), payment orders have been issued, but there have been
no actual disbursements.

List of Documents.

Budgetary System: Reply of the Roumanian Delegation to the Questionnaire of the Technical Committee (document
Conf.D./C.D./C.T.24).

Model Statement and Annexed Tables. Explanations in regard to the method followed in filling up the Model Statement.
Reconciliation Tables (document Conf.D./C.D./C.T.9I and Addendum).

General Budget for the Year I93I (" Buget general de Venituri si Cheltueli pe exercitiul 1931 ") and General Budget
for 1931 corrected up to July Ist (" Buget general rectificat de Venituri si Cheltueli pe exercitiul I93I ").

Statement of Orders for Payment of national defence expenditure for the fiscal year I93I.

Observations of the Technical Committee (document Conf. D./C.D./C.T.Io6).

Reply of the Roumanian Delegation (document Conf.D./C.D./C.T.II4).

Minutes of the Audition Meetings (documents Conf.D./C.D./C.T./P.V.12, Audition and two Corrigenda; P.V.12a,
Audition and two Corrigenda).
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SWEDEN.

A. BUDGETARY SYSTEM.

i. Preparation of the Draft Budget.

The budget is prepared by the departments. The estimates of expenditure are centralised
by the Finance Minister, who is entitled to make observations on the proposals of the other
Ministers. The draft budget is finally passed by the Council of Ministers.

2. Discussion and Voting of the Budget.

(a) The draft budget is laid before Parliament (Riksdag). Before being discussed at a
plenary meeting, it is examined by a Commission (Statsutskottet). The result of this examination
is shown in published reports.

The Government and members of Parliament have the right of initiative in regard to
expenditure.

(b) The national defence expenditure is voted each year.
(c) National defence expenditure is always authorised by law.

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 represent actual financial provision.
Certain credits can be carried over, and these are indicated in the budget.
The budget is executed according to the exercice system. The supplementary period is short.
(b) The rule of annalite is not strictly observed. Credits not utilised at the end of the

financial year are not automatically cancelled.

5. Division of Expenditure in Budget and Accounts.

(a) 'The national defence budget contains a comparatively large number of divisions and
sub-divisions.

(b) The final accounts are submitted in the same form as the budget.
(c) The system of transfers is forbidden.
A set-off is automatically effected by means of a reserve fund, between amounts spent in

excess of certain estimated credits and savings made on other estimated credits. In practice,
supplementary credits are not resorted to.

6. Unity of the Budget.

(a) As a general rule, expenditure on national defence figures in the State budget.
Nevertheless, certain expenses are charged to special funds or accounts. An effort is at

present being made to limit this practice.
Nearly all the expenditure on national defence appears under the headings of the State

budget relating to national defence.
Although there is only one Ministry of National Defence, expenditure, with the exception

of a few joint items, is presented separately under each of the three main heads-land, naval
and air forces.

(b) In principle, the budget shows gross expenditure, but also contains certain figures of
net expenditure.

7. Supervision during the Execution of the Budget.

The regularity of the execution of the budget is ensured:
(a) Within the administrations of the army and the navy by audit sections whose officials

are quite independent of the Ministry of National Defence. They are appointed by royal warrant
and cannot be removed without judgment by a high legal tribunal (Svea Court of Appeal);


