Appendix E


Financial Procedure (Executive)





The sequence of the Financial Procedure of the Legislature has been detailed in the preceding appendix.





The money for the public services having been voted and appropriated by Parliament, it remains to describe the machinery employed by the Executive Departments of Govern�ment to ensure that the money is spent in precise accord with the intentions of Parliament as defined in legislation.





The Treasury is the hub of the machine; its procedure is regulated by the Exchequer and Audit Act (1866).





A. The Royal Warrant for the Issue of Ways and Means.





The grant of money is made by Parliament to the Crown.





The first step, therefore, in the elaborate process of disburse�ment is taken by means of a Royal Warrant addressed to the Commissioners of the Treasury.  This order is issued under the Sign Manual and is countersigned by two Lords of the Treasury.  Appended is the form used in the case of Supply Services.  For payments for Consolidated Fund Services no Royal Order is required, because not only are the C.F. charges imposed permanently by Statute, but the money to meet them is not expressly granted to the Crown.  Otherwise the procedure is substantially the same in the case of Consolidated Fund Services.





SPECIMEN


Royal Order





A. Supply Services.


Whereas the several sums mentioned in the Schedule hereunto annexed have been granted to Us, by  ------------------------------------------------------------------------------  to defray the expenses of the Public Supply Services therein specified, which will come in course of payment in�the year�ending 31st March 19 ----------� Our Will and Pleasure is, that you do, from time to time, authorize the Governor and Company of the Bank of England; or the Governor and Company of the Bank of Ireland, to issue or transfer from the account of Our Exchequer at the said Banks to the accounts of the persons charged with the Payment of the said Services such sums as may be required, from time to time, for the Payment of the same, not exceeding the amounts respectively stated in the said annexed Schedule.





Provided that such issues or transfers shall be made out of the Credits granted or to be granted to you from lime to lime, on the account of Our Exchequer at the said Banks, by the Comptroller and Auditor General under the authority of the Exchequer and Audit Departments Act 1866 (29 & 3o V., c. 39, s. 15), and shall not exceed in the whole the amount of the Credits so granted out of the Ways and Means appropriated by Parliament to the Service of the said year





Given at Our Court at ----------------------------------- this ---------------- 19 -------


�By His Majesty's Command


		-----------------------------------------------------------------------------


		-----------------------------------------------------------------------------





To the Commissioners


of Our Treasury,





[Overleaf is a schedule indicating (1) 'Supply Service for which voted or granted; (2) Amount (3) Resolutions Reported.']





B. The Requisition for Credit for Supply Services or Consoli�dated Fund on the Comptroller and Auditor General.





The Treasury, having received its warrant from the Crown. then requests the Comptroller and Auditor�General to grant credits to the Treasury at the Bank of England.





The Requisitions for credit for Supply Services are for sums in bulk, whereas Requisitions for credit for C.F. Services are detailed.





The Requisition, signed by two Lords of the Treasury, is in the following form:





Requisition for Credit. 


Supply Services


Year 19--


Treasury, Whitehall. 


----------------------19--


 By Virtue of the Exchequer and Audit Departments Act, I866 (29 & 30 V., c. 39, s. 15) We authorize and require you to grant to the Lords Commissioners of His Majesty's Treasury for the time being, on account of the Ways and Means granted for the service of the year ending 31st March 19       Credits on the account of His Majesty's Exchequer at the Bank of England and Bank of Ireland, or on the growing balances thereof for the following sums, vizt. 





At the Bank of England £


At the Bank of Ireland £ 


			-------------------------------------------------------------------------


			------------------------------------------------------------------------- 
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C. Credit for (Supply or Consolidated Fund) Services. 





The Comptroller and Auditor-General must next satisfy himself that the Requisition is in accord with the Grants of parliament, to whom he must in due course report, Having done so he issues to the Bank of England the following Order: 


(ENGLAND.) 





CREDIT FOR SUPPLY SERVICES


YEAR 			19-- 


EXCHEQUER AND AUDIT DEPARTMENT,


No. -------------				 ------------------------------------- 19 --





By Virtue of the Exchequer and Audit Departments Act, 1866 (29 & 30 V., c. 39, s. 15), and of a requisition from the Lords Commissioners of His Majesty's Treasury, authorizing the same, I hereby grant a credit to the Lords Commissioners of His Majesty's Treasury for the time being, on the account of His Majesty's Exchequer at the Bank of England, or on the growing balance thereof, to


£�-------- the amount of ---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- on account of the Ways and Means granted for the service of the year ending 31st March, 19 --


Comptroller and Auditor General.
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D. Treasury Order to the Bank.





This is 'the critical measure that releases the credit.  Having had its power to make the issue verified by the independent control, the Treasury can now get the money',� using for the purpose the following form which must be signed by one of the Secretaries of the Treasury, or an officer appointed by the Treasury:





[Supply Services [or Consolidated Fund Services].


YEAR 192  [or Quarter to      19    ]





Treasury, Whitehall.


GREAT BRITAIN.


(ORDER FOR ISSUES.)


No. �------------ 						-------------------------- 192  .





GENTLEMEN,


Under the authority of the Exchequer and Audit Departments Act, 1866 (29 & 30 Vict., cap. 39, sec. 15), and of the Credit granted to the Lords Commissioners of His Majesty's Treasury, by the Comptroller and Auditor General, on the Account of His Majesty's Exchequer at the Bank of England, under the provisions of the said Act: I am commanded by the Lords Commissioners of His Majesty's Treasury to request that you will transfer the following sum, on the �---------------------------------- inst., from the said Account to the� in                     your books, on account of the [Supply Service undermentioned].�





SUPPLY SERVICE�
AMOUNT�
�
�
£�
s.�
d.�
�
�
�
�
�
�
�
�
�
�
�



I am to request that when the sum shall have been transferred accordingly, you will transmit this authority to the Comptroller and Auditor General.


I am, GENTLEMEN,


Your obedient Servant,


To the Governor and Company


of the Bank of England.





The Bank, having transferred the sums as requested, notifies the Comptroller and Auditor�General accordingly.





As a system of control on issue nothing more perfect could be devised.  The House of Commons having received the Audited Accounts of the Comptroller and Auditor�General, and the comments thereon of its own Select Committee of Public Accounts, may be satisfied that the money voted by it has not been illegally expended.  But as a check upon departmental extravagance or waste this elaborate system of cheeks and counterchecks is, as frequently observed, useless.





E. The Paymaster�General.


The final cog in the machinery of disbursement is provided by the Paymaster�General. It will be noted that in form D the Treasury instructs the Bank of England to transfer a certain sum from the Exchequer account not to the account of a particular Department in its books but to a single account that of the Paymaster�General.  This is in order to avoid having a number of separate drawing accounts for different Departments at the Bank and to keep the cash balances there as small as is compatible with the daily requirements of the public service and as concentrated as possible.  Generally speaking, then, orders (the equivalent of cheques) issued by Departments for the public service are drawn against a single official, the Paymaster�General, who acts as the banker of, Departments.  Each Department transmits to the Paymaster��General from day to day a list of the drafts it has drawn upon him, and he actually cashes these drafts through his central account when they are presented by the payees.





To the general rules indicated in the preceding paragraph there are one or two important exceptions.  (1) The most important is that of the revenue�collecting Departments which have separate accounts at the Bank of England in their own names.  They pay their salaries and expenses by cheques drawn on this account and into this account they pay the revenue they receive.  Periodically, they adjust matters with the Exchequer by drawing from the Exchequer account at the Bank of England the amount of revenue they have intercepted to pay their expenses and then transfer the equivalent of the gross revenue from their account at the Bank of England to the, Exchequer account.  The other Departments have no Banking account, broadly speaking, except with the Paymaster-General.  All their cash receipts, which may include, besides sums a appropriated in aid, moneys payable to the Exchequer, often considerable, must therefore be paid through the Paymaster-General into his account at the Bank of England.  These receipts are used for the time being to pay the bills of Departments.  So far as receipts are concerned which, under the Estimates, may be appropriated in aid, there is an end of the matter, but ultimately the Paymaster�General has to pay over to the Exchequer account that portion of these receipts which represent payments due to the Exchequer and replaces the money by drawing from supply.�


� 	H. Young, The System of National Finance, p. 103.


� 	In C.F. Services this space is blank. 


� 	[or Consolidated Fund in Great Britain for the above�mentioned Quarter.]


� 	It is not easy in so compressed a statement to describe the complicated functions of the Paymaster�General at once accurately and clearly.  For a full account students of Public Finance should refer to Treasury Minute of 1885 (H.C. 145, 1885).  This is printed verbatim in the Epitome to the Public Accounts Committee Report, p. 174 (ed. 1911).








