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in charge of the stores . Stores should always be verified in the presence of the officer
responsible for the custody of the stores or of a respons ible person deputed by him to
watch the verification.

Note;- The following procedure should be observed for the audit of the accounts of
furniture in the Raj Bhavan:-

An annual certificate of verification should be sent by the Military Secretary to he
Governor so as to reach the Accountant-General, Kerala on or befoie the 3'l st July of
each year stating that all furniture has been inspected and checked with the stock list
maintained and that he is satisfied (i) that all new supplies upto-date have been
correctly brought on to the inventories, (ii) that the inventories are correct in all respects,
(iii) that the articles in stock agree with the inventories, (iv) that sale proceeds have
been properly accounted for, (v) that sanctions of competent authority exist for all
articles written off the inventory, and also (vi) the articles of furniture are being properly
maintained and are kept in serviceable order.

Unserviceable articles may be sold and written off the stock list at the discretion of the
Governor, but no valuable articles should be sold unless they are certified to be worn
out, or have become useless, independently of considerations of personal taste. The
amount realised from the sale of unserviceable articles should be credited to State
Revenues.

Apart from the periodical verification of stores by the Heads of Offices and other
Government servants authorised in this behalf under the preceding article, surplus
check of stocks and stores should be undertaken by the superior officers in erch
Department at intervals at least once a year so as to ensure that stores are properly
maintained and accounted for. lt is necessary that the inspection should be a surprise
one; but the check may be confined to important items. The results of such surprise
checks should be reported to the Government in the concerned administrative
department with the recommendation, if any, of the inspecting officer so as to enable the
Government to take prompt and adequate action wherever necessary. The results of
the surprise inspections and the orders, if any, passed should be communicated to the
Accountant-General by Government in the Administrative Department.

Whenever an officer who is entrusted with the custody of stores in an office is
transferred, the relieving officer should verify the stock of stores with the stock accounts
certify on the stock accounts as to the correctness of the stock taken over and report the
result of the verification to his immediate superior. For the purpose of this rule the
Government servant entrusted with the custody of the stores is ordinarily the Head of
the office, but in a large office he may delegate this duty to a gazetied assistant,
manager or recognised store-keeper. When he has done so, the verification prescribed
in this Article need only be made, unless otherwise ordered in any case, when a
Government servant to whom the duty has been delegated is transferred and the result
of the verification should always be placed before the Head of the Office. ln spite of any
such delegation, the Head of the Office still will be responsible for furnishing the
certificate prescribed at the foot of the various contingent bills, etc., stating thai the
articles billed for have been brought into account, and lor exercising a gendral control
so as to ensure that the stores are properly safeguarded and the stock accounts
properly maintained.

Discrepancies found on verification of stores
A deficiency detected during a verification of stores may be due to:

(i) incorrect or careless accounting,

(ii ) loss arising from fraud, theft or negligence; or

(iii) an unavoidable cause, e.g., wastage, shrinkage, spilling, etc., in the case of
stores which are subject to them.

The Head of the Office or instittlion concerned should fully investigate the causes of
any deficiency and send a full report on it to the controlling authority along with the
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verification report. lf he holds that any loss caused to the Government through a
deficiency is due to misconduct or culpable negligence on the part of any Government
servant concerned, he should add his recommendation as to how the loss should be
made good by recoveries from him. The controlling authority should, after such
examination and investigation as the importance of the case warrants, issue or obtain
from the competent authority, an order to write off the deficiency from the stock
accounts. On receipt of this order the deficiency should be charged in the stock
accounts with a note quoting the authority. lf any recovery is ordered, a note should be
recorded in the stock accounts when each amount is actually recovered.

Any excess detected during stock{aking should, after investigation, be entered in the
stock accounts at once as a receipt with the remark "excess found on stock verification".
No special orders are necessary for this.

ln the Annual Administration Report sent to Government the Head of the Department
should furnish information as regards :

(i) The condition in which stock registers are maintained in his office and the
offices subordinate to him.

(jil Result of periodical verification of stock, and

(iii) Action taken for the adjustment of deficiencies, excesses, etc., if any, noticed
during stock{aking.

Audit of stores and stock accounts
The regulations and rules relating to the audit by the Accountant-General of the
accounts of stores and stock t<ept in Government Departments 6re contained in
Appendix 2.
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amicable settlement. lf they are unable to make any such joint recommendation, therr report .should at least clear the grounQ as far as possible, so thai a stated ."ru ,ryt" reJlrreO, it
Recessary, to an,arbitrator br a legal authority.. This investigation will be undei taken at onceandindependentlyofanydepartmenta|orpoliceenquiry-

. Losses of cash due to acceptance of counterfeit coins
299. Losses of cash due to acceptance of counterfeit coins rn State treasuries should not be'debitedtoGovernmentin,anycasewrtrrouttr'eir#"iil",;p,;"J"""

Write off Losses
300. - 

[Write off is the reiinquishment d claims after exhausting all possible means of
recovery lrrecoverable losseb of stores and removal of the value of obsolete stores and
stock from the accounts are also finally disposed of through write 

"ff 
(S;; nrti"rur Ar

and 82 of the Keraia Account CoOe Voi.t;. iriu po*"rto Write or rrrecoverable value of
stores delegated to certain Heads of Departm'ents i.-iuoje.t to the condition that the' 'loss does not disclose g delegt of system, the amendment of whlch requires the orderspf Government. The order of the competent artf.rontyif.rorfO'"fro be obtained for writingoff from any relevant value of commercial accounts rh;i ;;" -;;i"L,""j,. 

,"v
irrecoverable\amount relating to a loss connected with a building, land oi 

"qripr.int 
o,to unprofitabre ouray on a= vork. The Goveenment h;;e 

"*pt*",:"J trre" airirrorities
mentioned in the Book of Financial Powers to sanction"such writes off subject to the,limits and conditions mentioned therein.
*Every 

H'5ad 
-of 

Department should submit innually on or before the first of June to theAccountant General, a statemenf showing all the amounts *iitt"n ;ff ;;i;';"r"
sanctiQned by-himself or_3nY, other competent aulhority under his control during the

' preceding financial year. The statement should show thb total amount wrrtten ofi"unoer.
each class and should include a br:iel explanation of the circumstances ruuolnt to 1-1u
write offl.

lVole - ln general losses sustained by the Central Government in State treasuries
through the neglrgence or culpability of the staff paid fbr by a Government in uny Siui"
and vice versa should be borne ds trey occur i;e. by thi: Central Government if the loss'occurs. in conneition with Central transactions and, by the State Governmbnt, if it is on
account of State Transactions.

ln cases whe.re recoveries are made in cash, e.g., by deductions from pay or otherwisb,
from the persons responsible for a loss, the entiie amount recovered snoutO be creditedto the Government which under he.above arrangement would bear the loss foittris.
purpdse. Recoveries made indirecily, e.g., by stoppage of ir;;;;;;;or. pr.oi1o,,oL r. ,
measure of punrshment, should not be tieateO as iec-overies made in cash. Where the
staff is paid for by one Gov.ernment and the loss is borne by another Government a copyof the orders regardrng the action taken against the personr r"tponiior"ltoi ii 

" 
lort

should be communicated by the former to the latter.

Loss of stoies
301.' All losses in respect of stores should be drly recorded in the stock accounts and the

formal sanction of.the competerlt authority should be obtained ior *iii,ng thl, 
"ff 

oi
dealing wrth them otherwise, even when no formal correction or aoluitment in tne
ac?unts is necessary Losses due to.depreciation should.be analysed and recordeJ'
under the following heads, accordtng as they are due to:_

Substitution

[C.S.No.1/81
G.O.(P)

184/81/Fin. dated
27 -3-1981).

(1) normal fluctuation of market prices:

\2). latr wear and tear ;

(3) lack o{ foresight in regulating purchases, or

(a). neglect after purchase.

Losses not due to depreciation should be grouped and recorded under the following
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' (1) losses due to tfret : .

' (2) losses due to neglect, and
- (3). iosses due to 6alamities such as fir-e or flood. ,

The provisions of Article 297 apply to alllosses mentioned in this Article except items (1)
and (2) under.losses due to depreciation. The rules regarding the disposal of obsolete,
surplus and unserviceable stores are contained in Articles 153 to.15Z. .

Note.- When a contractor or a departmental employee.fails to return any Government
tools, their: value, ihcluding the appropriate cen'tabe;ha;ges, should be recovered from

Dantage to immovable Government property

when a loss occurs by way of damage to any immovable property.belonging to the
Government (including buildings, communications and irrigation works) due to any calamity -
such as fire or flood or to any cause other than fair wear and lear, the Gov6rnr,nent-servant ih
immediate charge of the property should report the matter at once to his immediate superior
and a preliminary repdrt sh6uh be sent through the proper channel without delay to the Head
of the Department, who will report'the loss tolhe Government. When the cause of the lost
has been fully investigated and it has been decided whether or not he property should be
,restored, the Head of the Office concerned should send a firial detailed report to ihe Head of
the Department and at the same time an abstract of it in Form 47 to Accountant General. The
Head of the Depa(ment should send a final detailed report to the Government when he
pioposes that the Government should write off the tosq, recommends.that the Government
should take disciplinary action or applies for funds to be specially provided to meet the cost of
res{oration of the'property. 

.

when a'petty'lobs nol exceeding-Rs.300 does not ippear to involve any important
featu.re requiring detailed 'investlgatron and consideration, the preliminary and final ,

repo(s prescribed in thrs Article need only be sent to the authority competeni to Write off
the loss or deal with it otherwise.

ln cases of loss by way of damage to any immovable property belonging to the
Government,'the value of the damaged portion need not be written ofl the iccounts, if
the restoration of the damaged portion is commenced within the per:iod of two years
from the date of damage:

All river conservancy works are treated as repair works and consequently losses by way
of damage to such works will-not reduce the cdpital value of any boveinment property
and so need;rot be formally written off the accounts. The preliminary and final reports
prescribed in this Article shoutd, however, be sent in respect of any Luch loss when it
exceeds Rs. 1000. Any such loss not exceeding Rs. '1000 need only be reported to the
authority competent to sanction the iestoration oJ tf,e damaged work:

. General principles.and pro0edure for fixing and enforcing

The following general principles should be followed rn enforcrng the personal
responsibility of the Government servant or servants concerned for a loss susta'ined by
the Government through, fraud or negligence on his part or on the part of any other
Government servant to the extent be confributed to the loss" by his own actidn or
negligence and of any person for a bss sustained by the Government on account of a
criminal offence committed.by him:- . .

303A.

(1) Whenever there'is reason td suspect"that the Governmept have sustained a
loss on account of fraud or any other criminal offence on the part of any
person or negligence (which includes a financial irregularjty) on the part of any
Government servant, the Head of the office or other appropriate
admipistrative authority should investigate the matter full without avoidable
delay. ln older to avoid the relevant dbcuments being tampered with by the. time an enquiry is instrtuted, the Head of the Office, dtroutd take immediate
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steps to ensure the safety, of those documents.. When necessary, the
administrative authority may ask the. Accountant General to furnish all
vouchers and other documents in his possession that may be relevant to the
investigation. lf the'investigatron is so cpmplex as to require the assistance of
an expert audrt officer, the administrative.authority should report the facts to , "

the Government and request them to obtain the servicqs of an eiudit officer to' 
assist in the investigation. lf the Government depute an audit officer for the

. purpose, the administrative authority and the audit officer will be personally
responsible, within their respective spheres. for completing the investigation
expeditiously

(2). Whenever it appears likely that recourse may be had to judicigl proceedings in
connectron with a loss sustained by the Government. the administrative
authority should take competent legal advice at once. lf there is a reasonable" suspicion that.a loss sustained by the Government is due tb the comrnission
of a criminal offence, the procedure prescribed in Artrcles 304 and 305 should
be followed

(3) (a) Whenever an administrative authority hofds that a Governmert servant is
. responsible for a loss sustained by the Governmeni, it should always consider

' both whether the whole or any part of the loss should be recovered from him in
money and whether any other form of disciplinary action sfu)uld be taken. ln' deciding the amount to be recovered, it shquld consider. not only the
circumstances of the loss but also the Government servant's financial .

position, since th'e penalty should not be such as to impair his future efficiency.

(b) Whenever a loss is held to be due 1o fraud on the part of a Government ser:vant
oi' servants. every endeavour should be made to recover the whole amount
lost from the gurlty persons. lf the failure of a superior officer to exercise
proper supervision and control has facilitated the fraud, he should be.called
strictly to account and suitably dealt with after carefully assessing hrs personal

. responsibility'in the mAtter, e,g, by recovering from him in money a suitable
proportion of the loss, or by stopping his increments or reducing the pay

(c) Whenever any. Government property or equipment is lost. damaged or
destroyed cjn account of the carelessness of. a Government servant to
whom it rs entrusted (e g , a polic+man's rifle, a factory motor. lorry or an
Engineer's instruments), the:appropriate administralrve authority should

. always consider 'whether the amount of the loss sustained by tne
Government should not be recovered rn .fuil up to the limit of the
Goveinment servaht's capacity to pay.

lVole.- lnterest al 5 % per cent or at such rate as frxed by Government from
time to time should be charged after the liabilitres are determined and from
the time a written demand i.s made, on the amount of liability frxed against
deiinquent officers involved in defalcation cases, the interest .so ch-arged
being not lower than 5 per cent in any event,

(4) (a) ln cases where a competent authority holds that a Government servant is
responsible Jor a loss-sustained by the Government and .orders that any
amount should be ecovered from him and he is 

'about to retirs from
service, the amburrt should be recevered as far as possrble by deduclion
from the last pay and allowances or leave salary due to him. lf tlie amount
due to Government exceeds the.amount payable. to the Government
sqrvant, the excess shall be,recovered from his claim for deail-r-cirm-
retirement-gratuity after giving the officer a reasonable opportunity to
explain. lf the amount proposed to be recovered exceeds the deathcum-
retirement-gratuity, the excess over deatl-rcum-retirement-gratuity can be
iecovered from the arrears of pension, if any, due to the officer if written
consent is obtained from him as pension'(as distinct from death-cum-
retiremeflt-gratuity) enJoys the protection of the Pension Act'. A written
consent is valid only tO the extent it covers the amount of pension earned



CHAPTER XI]

.F

THE KERALA FINANCIAL CODE, VOLUME I I 231'

byhimtill'thedateofsuchwrittenionsent.

(b) lf, however, the liabitities could not be finalised but could.be estimated at'the time of retirenrent, either the estimated arouni oi tn6 LrtJ;ffrg'
dues plus 25 per cent thereof .rr"rro t" *iilrr.,*rJ rioi.,-i"rtn*rr-
retirement-gratuity or a surety bond.or cash deposit not exceeding the
estimated amount of the outstinding dues plus 25 per cent trrerloi should
be accepted before releasing pension and'deathcur-otiru."ni grutuity .

(c) lf disciplinary proceedings are being continued agarnst an officer under the
servlce Rules on the date of retirement, only a piovisional pension should
be sanctioned to him withholding however,' the eniire deathcum-
retirement-gratuity due to him.

(d) ln cases where the liabilities could not be estimated the pension and
death-cum-retirement-gratuity will be released provisionally after
withholding from the deaill-cum-retirement gratuity. ihe arouni noted
belonl,.

(1) Officers in charge of cash or stores

(3) Non-Gazetted Officers other than (1)

The .full .amount
retireinent gratuity.

of deathcum-

(2) Gazetted officers other than thos; in (.1) 10 per cent oJ the deathcum-retirement

10 per cent of the deatl-rcum-
retirement gratuity olRs. 600
whichever is higher.

ln all eases where the liabilities could not be assdssed and fixed befo,re
retirement of the Government servants, efforts snoutOUe ma;; t";;;;. ";;adjust the recoverable dues within a period o[ one year from the date of
retjl'ement o[ the Government servant concerned, lf in any case, the liability
could not be assessed and adlusted wi_thin one yeir, inL amouniwiilrrrera
from the deqth-cum-retirement gratuity or the surety bond or cash deposit
accepted under paragraph'(c) or (d) above wril be rereased. Discipiinafy
action shall be takeri against the officers responsrble for the failure to assess
andadjusttheliabilitieJwithintheprescribed.pil;-

(e) lf in any case th'e amount yrithheld from the death-cum-retirementgratuity
or the cash deposit, or the surety bond taken from the officei rs not
adequate to cover the liabilities finafly-fixed, action should be taken against
him under -the service Rules to riake up the ross by withhoiding,
wlthdrawing or effecting recoveries from the ponsions sanctioned. lf actioi
under the service Rutes rs not possible due to the expiry of the time limit
prescribed for such action or due to any oth6i reason, ihe reti,:eo otticer
will be proceed6d against through a civrl court fcir recouerlnj ine
pecuniar;i loss caused to Government.

(Q when a reJiled Government servaht whose pension' has already been
sanctioned is held to have caused a loss Io the Government by trirJ or.
negligence whiie in service and it appears likely tnat tre-amolilcoutc oe
recovered by bringing a suit against him, the matter should be reported to
the Government for orders. lf in ahy particular case, rt is not found feasible

. to take action against a retired Covernmdni ,;^i";l i; ;;.;; i; ;il;' sustained by the Government on account of any fraud or nelligence found
to have bgen committed by him whire in servic'e, this shouii n"ot b" ;il;
an excuse for absolving any other Government servants who are also
responsibte for-the toss-and'are stiil in serviie, si;ilr;y,;" i".tii.Liilti
not possible to fix responsibility on the officials who initiated or acquiesced
in the initiation of any irregulirity resulting in lms to Governmeniwrll not
exonerale those who subsequently acquiesced in the continuation of the
irregularity. lt is the duty of all Government officials to look after the
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, fina'ncial interests of Government and Government will hold their officers
, , 

responsible for such'irreguldrities., not ortly those who origlouted.in;;-;rj' arso those who subsequentry permitteo their continuan;;: - -- 
' - '

3038. .The following general principles should be followed in fixing rnonetary liabilities so far as

(r)

(ii)

It shquld be carefully loted that personal monetar.y.liability wbuld arise only

maintenance of accounts or in the sanction of expenditur" *oiro noiinroiv".
lnonetary tiabirity as long ,",; to; i; G";";#;;'.;;;;;, Distinction
should be drawn between objections involving loss to Government ano oir,e,
objections in an audit report- The ratter wiil 

"not 

"onrtiirt* 
*o""i"rv i#riiv

and will call-for other forms of disciBlinary action wherever: justilied. ' . -' '
For the.purpose of fixing liability, losses may be grouped Lrnder the following

(a) Personal dues. e g , excess pay and ailowance dlawn, arrears of hopse

lgnt naya!le_, barance of advances repayabre .r"ri ar Motor car Aovance,
House Buildi-ng Advance; MosquitO Net Advance; ehc.

(b) Physical loss of cash or stores.

(c) Loss or extra expenditure arislng out of admi'nistrative lapses e.g., payment

:f demurrage charges, payment of surcharge (Finar)on erectriclty birts ano
Kaoro Lrcence lees, expenditure incurred in exiess of one's powers not
ratified by the competent authority. purchases effected in :vielation ;f
Shcres Purchase Rules resulting in 

-extia 
expenditure. prrnting charges to

- private firms in excess oI approved rates, sanctioning posts i"n scnools in.excess of the,:lrmits 
-prescrrbed, irregular graht it'J"" ";u;;;;;;,stipends, etc., toss'of: revenue oru'iJ"*1q'h;';;;s.r"i' o{ claims

Reqovery in cash is called for in respect of categories (a) and (b). ln regard to
. category (c), cash'reco.very should ordinariry"arir" onty it mara fid;; ;;;

proved. The^term'malafidesi may be defined in tnjs context as a siire oiilJ
where the Officer may be deemed.to have acted-Wth'thetintention to, be
b'enerited-dlrqgtlv or. indir,ecry oy such ii,ti"". ir-atn"r ;;.";:irrii"o' .;;i;i. :il"goy (c). it should be seen whether lhe types of irregutarities pr6viousty
pornted out have been repeated. lf the irregularities have been repeabd ;r
?fe 91:a serious nalure or magnitude, the q-uestion of taking- otl.,"i-ilim oiI disciplinary action i{ the officei concerned is still in sbrvce".rir oi reoucing
.Pension unQer'the- service Rules if already ietired, should be considered.

fn c.ase.s of lds$infructuous expendrture, where:more than one person isl' involved e.g , in the case of loss of stores, apart kom the direct ,"urponi,uiritf
ol- th.e 

--store*eeper the question of reiponsiQility of the supervising
officer/officers having control over stores wtli also arise. ln such cases the
degree/extent or perjonar responsioiiiiy ;iu;;;;;dr;i,horr;jrrrii" rir"it

. strictly with reference to his duties and responsibilities and the extent.to which
he neglected them. The fact that d Government servant has been mibteo oi
leceived 

by a subordinate will, rn no way mitigate his personal respons,oitiiy
slnce every government servant should be familiar with the frnancial rules laid
down by lhe Government and exercise'a speciaily rtrilt-uno 

"ro.;"";;orover ttis subordinates in regard ,to.the. use of public Funds and the
mai3t9n31ce o{ proper accounts. Having,fixed,the personat ,".pon.inirity-oi
each individual in the above manner, cash recoverylother forms of disciolinarv' action should be ordgred with reference to such r".pon.ioir,ty. r. aii"rrd
cash recovery, the Government servant's financial .posilion'should also b6
taken into consideration. ln 6qses where it is not possible to recover the shale-so flxed from one or more individu.ars due to tneir oeiffr ;, il;;ih";;;r;;;
the question may be taken up toi ootiinrng s;.;rio" t[, in" ;;;#ri

(iii)
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authorityfor thg loss to be written off. [t should however, be ensured that the
necesbity for a write off should not arise for want of timely ahd adequate.
'action to fix peisonal responsibility and the amount to be recovered from each
individual-

Departmental enquiries regarding frauds, etc., in which

Government servants are involved

The general rule is that departmental proceedings should be instituted at the earliest
possible moment against all'the Government serv-ants involved in any loss sustained by
the Government on account of fraud, embezzlement or any similar offence, and
conducted with strict adherence to the rules uptq the point at *hich prosecution of any
one of them begins. At that stage it should be specifrcally considered whethei it is
praclicable to carry'on the departmental proceedings againsl any of the others any
further without waiting for the result of the prosecution; if it is, they should be carried as
far as possible but not, a$ a rule,.to the stage'of finding and sentence in ihe criminal
proceedings. lf the accused is convicted, the dgpartmentdl proceedings against him
should be resumed and formally completed. lf,the accused,is,not convicted, thd
departmental.proceedings againSt him should be dropped , unless the authority
competent to take disciplinaiy action is of the opinion that the facts of the case disclose
adequate ground for taking departmental action against him. ln either case, the
ploceedings agarnst the remaining delinquents should be resumed and, completed as -

SoonaSpossibleaftertheterminationoftheproceedingsincourt.

The departmental proceedings.contemplated in the preceding paraglaph are those
regulated by'the Kerala Civilservices (Classification, Controj and Appeal) Rut6s, 1960.
When action is taken under the Kerala Public Servants (lnquiries) Act, 1963 (Act 3'1 of
1963), this ordinarily takes the place of a criminal prosecution as regards the person or
persons accused, but the procedure as regards .other persons involved against whom
the Act is not employed should be in accordance with the instructions given in the
preceding paragraph.

:
Notwithstanding anything contained in Article 301 to 30a ind in the foregorng
paragraphs. recovery proceedings as contemplated in the Kerala Public Accountants
Act;1963 (Act 37 of 1903) should invariably be taken against the persons involved in,
any loss'sustained'by Government on account of fraud, embezzlernent or.any similar
offenge and onducted with strict adherende to rules till the loss involVed is iealised
completely.

Prosecution for embezzlements of public moneys or property
(a) Whenever the Head of an Office finds that there is a reasonable suspieion that

a criminal offence has been committed.in respect of dny public moneys or
properties'belonging to Government or institutions under the cohtrol of the
Government (rncluding moneys or properties of cooperative soeieties), he
should as ^a geheral rule report the matter'at once to the police and
stmultaneously inform the District Collector and Additional District Magistrate
and the Head of his department that he has laid an information betore the

, Police.

Hbwever, in cases. of defalcation/embezzlement of public rnoney or properties
- in ivhich Government sdrvants or public servants are involved and where the. amount oi the value of the properties invplved rs Rs. 5,000 (Rupees five

. thousand only) or more belonging to State Governmenl (including moneys or
properties of cooperative societies) they should be reported immediately to

' the Local X-Branch Vigilance Divrsion rnstead of to the ordinary poilce

The Police/Local X-Branch Vigilance Division should then keep the
Government servant who laid thi information and the Districi Collector and
Additional District Magistrate informed of the action take in the matter.

305.


