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Report of the PubUc Accounts Committee on the Accounts of 
1931-32. 

PART D-BAU·WAY ACCOUlt1l. 

Position as regards estimating. 
1. The following table compares the original estimates made before the 

beginning of the year, the revised estimates prepared near ,its end, and the 
actual results :-

(Lakhs of Rupees.) 
Budget. Revised. Actuals. 

(l) TrafPc receipts (less refunds) 1,01,00 86,75 86,63 
(2) Miscellaneous receipts .. 1~58 1,30 1,20 
(3) Working Expenses 66,43 62,8.3 62,77 
(4) Miscellaneous Expenditure 61 58 55 
(5) Surplus Profits 75 8S 64 
(6) Interest charges 33,57 33,28 33,07 
(7) Surplus (+) or deficit (-) 1,22 -9,47 -9,20 
(8) C-outribution to general revenues 5,36 
(9) Payment to (-I-) withdrawal from (-) Reserve -4,14 -4,~5 -4,95 
(10) Loans from the Depreciation Fund 4,52 4,25 
2. The budget estimate anticipated a net surplus of Rs. 1,22 lakhs which 

with a withdrawal of Rs; 4,14lakhs from the Reserve Fund was to be utilised 
to meet the contribution of Rs. 5,36 lakhs to general revenues. In framing 
this est.imate it had been assumed tha,t the year would show a modest improve-
ment in traffic over the abnormally low figures of the previous year and an 
allowance was made for increased receipts from alterations of rates and fares 
already given effect. to or under investigation at the time. Far from improv-
ing, the traffic showed a considerable decline and the revised estimate pointed 
to a deficit of Rs. 9,47 lakhs which was to be met by transfer. of the whole 
balance of the Rese-rve Fund (Rs. 4,95 lakhs) and a loan of Rs. 4,52 lakhs from 
the Depreciation Fund. The actuals proved to be slightly bt:tter than the 
revised and a loa,n of Rs. 4,251akhs only from the Depreciation Fund was neces-
sary. The large deterioration as compared 'with the original estimate was 
mainly due to the continued economic depression, the low level of prices and 
the decreased spending power of the people. Increasing road motor competi-
tion was also probably an important contributory cause. Compared with 
the revised estimate the actual receipts were Rs. 22 lakhs less and the actual 
expenditure Rs. 49 lakhs less with the result that the d'eficit on the working 
of the railways during the year was less by Rs. 27 lakhs. But for a saving of 
Rs. 21 lakhs in the interest charges due to the actual rate of interest being 
slightly lower than that assumed in the revised estimate the net deficit would 
hay! ,been only Rs. 6 lakhs less than what was assumed in the revised ;'stimate .. 

c,. ~ 
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Position as regards control of expenditure. 
3. The following table compares the final voted grants with the expendi-

ture against those grants :-

Original Supple- Final 
grant. mentary grant. 

grant. 

I. Baihr'ay Board 10·60 lO·5() 
. 2. Inspection ·90 ·90 
3. Audit }4.·20 14·20 

(Lakhs of Rupees.) 
Actual Exoeaa + 

expendi· Saving-. 
ture. 

10·26 -·24 
·80 -·10 

13·78 -·42 
4. Working Expenses, Admjnjstration 13,00·00 · . 13,00·00 12,99·78 -·22 
5. Repaim, maintenance and opera- 37,54·00 · . 37,54·00 33,94·59 -3,59-41 

tion. 
I. Payment of surplus profits 75·00 7·75 82·75 64·19 -18·56 
9. Appropriation to Depreciation 13,00'00 · . 13,00'00 13,03·49 +3·49 

Fund. 
11. 1Iisoe1laneous expenditure 10·75 ·25 11·00 3·38 -7·62 
14. Strategic IineB · . 1,9'7·60 1,97 '50 1,80·13 -17·37 

• ~re c1uJrg«l1o OGptilal aM De'Jlf"eciation and Buerw Funds. 

7. New construction · . 2,86'80 2,86'80 2,75·87 -10·93 
8. Open line works · . 8,38,40 8,38,40 3,98'93 -4,39·47 

10. Appropriation from Depreciation 8,25'00 4,52'02 12,77'02 12,52 ·12 -24·90 
Fund. 

13. Appropriation from Rererve FUDd 4,14·67 80·39 4,95'06 4,95'06 
15. Strategic liDes <apital 17·00 17·00 -3·23 -20'23 

4:. The non-voted appropriations sanctioned by the Government of India 
and the expenditure against those appropriations are given below :-

(Lakhs of Rupees.) 
Original Supp1e- Final Actual ExC881+ 

appro- e:s:pendi- 8a.ving-. 
priation. ture. 

appro- menta.ry 
priation. appro-

priation. 

1. Raihray Board ... 4·60 -·25 4·35 4·39 +.04: 
2. Inspection .. 3·10 -·11 2·99 2·96 -·03 
3. Audit 5·60 -·25 5·35 5·34 -'01 
4. Working ExpeD8e8, Administra.. 

tion. 
1,00'00 +9'43 1,09'43 1,07·82 -1·81 

6. Bepairs, MainteJaance and Opera- 1·00 +'20 1'20 1·29 +·09 
tion. 

II:)(j8~ lb:penditure 10·75 -·82 10'43 9·97 --46 
.J-.-' '. 

l{.· ~~ IilWB. · -
. ! .. . .. 8·QO -'72 6·28 Ii • Ii] + ·23 



7. New construction 

8. Open line works 

10. St~tegic lines 

3 \ 

Experuliture charged to Oapital. 

+·61 

+·70 

2·81 

1·30 

_·oe 
+·03 
+'01 

Interest on debt .. 32,21'28 -31·09 31,90'19 31,70'50 -14·69 

Intereston Capital contributed 1,35'92 +1·98 1,37·90 1,31'14 --6·76 
by Companies. 

5. We give in paragraph 6 below the reason for the excess over voted grant 
No.9 which requires the vote of the Legislative Assembly. There was only 
one excess in the year under report against six and four in 1930-31 and 1929-30 
respectively. The excesses over non-voted appropriations numbered five in 
1931-32 against four in 1930-31 and five in 1929-30. The percentage of indivi-
dual excesses, votable and non-votable, varied from . 27 per cent. to 7·89 per 
cent. under heads of expenditure charged to Revenue. The excess under capi-
tal expel}.diture was small. . 

As regards savings, they varied from ·02 percent. to 118·99 per cent. 
under individual heads the biggest savings occurring under the revenue gla.~8 
2,5,6, 11 and 14 and the capital grants 8 and 15. Taking the total railway 
expenditure both voted 'and non-voted, there was a saving of 4,24lakhs or 4 ·18 
per cent. under expenditure charged to revenue and a saving of 4,95 lakhs or 
16·96 per cent. under capital expenditure. The position in this respect oom-
pares as follows with the last two years :- . 

Year. 

1 

1929-30 

1930-31 

1931-32 

1929-30 

1930-31 
1931-32 

EzpetUlitu'Te charged to Revenue. 
(Excluding appropriations to and from the Reserve Fund.)' ! .. , 

(Lakhs ofRupeea.) 
;' ... " 

Final grant 
and 

appropriation. 

2 

1,01,55 

1,05,11 

1,01,38 

EzpetUliture charged to Oapital. 
45,03 

20,74 
29,18 

Percentage 0 f 
Savings. column (3) to 

3 

-66 

-2,98 

-4,24 

-3,08 

-1,14 
-4,95 

• 
column (2). 

·64 
2·83 

"J~ 

We agree with the Auditor General that the conditions of the. year)93J ~32 
were such as not to afford a fair test of budgeting on railways, thai; iaiIway 
administrations are· making real attempt! to control expendit~ d~: the 



I 
clifficulties connected with the present unsuitable system· of units of appropria-
tions and that a high standard of efficiency and control cannot be expected 
until-the form of the demands for grants is altered to conform more to the 
structure of the initial accounts. We shall deal in later paragraphs with the 

. quesijon of the alteration of the form of demands for grants. 

Excesss over voted grants. 
(t. There was only one excess over a voted grant which requires to be 

regularised by an excess vot.e of the Legislative Assembly :-

Final Act.ua1 
grant. Expenditure. Ex(~s. 

Rs. Rs. Rs. 

Dema.nd No. 9-Appropria.tion to Deprecia.tion 
Fund .. 13,OO,OC,OOO 13.03?49,498 3,49,498 

The excess was mainly due to the fact that a typographical error in the Revised 
Estimates of the East Indian Railway involving a sum of Rs. 31akhs escaped 
detection. We recommend that the Assembly shopld assent to the excess 
grant which the Governor General in Council will place before them in due 
coUrse. 

Reappropriations not matte in accordance with prescribed Rules. 
7. Under Rule 52 (2) (ii) of the Indian Legislative Rules we are required to 

bring to the notice of the Legislative Assembly every appropriation within a 
grant which is not in accordance with such rules as may be prescribed by the 
Finance Department. We give below with our comments the cases h"'ought 
to our notice by the Director of Railway Audit :-

(i) The Railway Department communicated to the Agent, Burma Rail-
ways, a grant of R8. 57·85 lakhs for expenditure in India and of 
Rs. 5·80 Iakhs for expenditure in England. The Agent sanc-
tioned a reappropriation of &S. 1· 37 lakhs from the English 
provision to the Indian provision which was beyond his powers. 
The matter was virtually regularised by the Railway Board in 
their final appropriation orders. 

(ii) The total appropriations made by the Railway Board under the 
voted portion of grant 11 aggregated &S. 11,25,000 against a sum 
of R8. 11,00,000 voted by the Assembly. The practice of over--
allotment under this grant is not covered by the convention 
. established, with the previous Public Accounts Committees and set 
fort·h in. paragraph 23 vf their Report on the accounts of the year 
] 928-29~. The Hailway Department explained that this was 
done in expectation of certain credits accruing on the Eastern 
Bengal and East Indian Railways under'" Surveys" a sub-

.. . bead of this grant bllt that no formal withdrawal of funds'was 
made from those two railwavfI on the QTound that onuinHllv.. 
no allotment" had l~n made 'to th~m under thls head. . '#. . ~. 
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We hgrtle with the Auditor General that none of the above irregulariti~ 

is import.ant from Ollr point of view. .' 

Oomments on matiersoutstanding from previous Reports .. 
8. S}JPo(ial concessions for military tratfic.-T he Financial Commissioner 

explaint¥.i t.hat the Railway Department were endeavouring to come to Borne' 
agreement with the Army Department and that a memorandum would be 
circulated to the membef8 of the Committee as soon as possible. 

9. RelluxleUing of the form of demands for grants}O'I' raiTtt.£-ays.-The main 
difficulty in the proper control of railway expenditure is t4at the present' form 
of the demands for grants is entirely different from the 8tructure of the railway . 
accountR. For example, under the present system, the total working expenses 
of railways are shown under two demands and under each demand there 
a·re a large numher of sub-hearls. Th~ Bub-hf>..ads do not correspond to the 
heads under which accounts are kept and consequently the Railway Admini-
strations have to re-arrange all the figures in their RCCOunts in order to enable 
them to compare expenditure with the grants. This not only involves a lot 
of unne~iJSary labour hut also makes it very difficult for the Railway Admini-
strations to watch the progres.'J of expenditure again.'Jt the grants. In order 
to meet this difficulty the Public Accounts Committee which examined the 
accounts of 1930-:31 recommended that it was imperatively necessary that the 
arrangement of the working accounts and the snb-divi.~ions of the demands 
should correspond so that administratiye and executive authorities may have 
no difficulty in carrying out the wishes of the legislaturc. In accordance with 
these recolUmcndatioll8 the Financial Commissioner has made certain pro-
posals regarding the alteration in the form of demands. \Ve accept the.se 
proposals. As regards the division of working expenses of railways into 
the various demands there are two alternatives. (1) to make each railway 
a separate demand and the various accounts abstracts into sub-heads under. 
the demand or (2) to make each abstract a. separate demand and each ra.il-
way a sub-head under the demands. The Financial Commissioner favours 
the second alternative subje.ct to a convention being established that a saving 
under one demaud should be considered as a set off against an excess in an-
other. 'Ve agree with the Financial Commissioner. We are glad to note that 
these changes have been given effect to in the demands. for ~ants for 1934-
1935. 

10. Allooation of expenditure to capital, Deprecia,tion Fund atw. t.o Revemu.' 
-The Financial {!ommiasiQner intimated. to us that the matter was still under~ 
the consideration of the Government. The Auditor. General explained that: 
the problems involved were'exceedingly.diffioult and what he feared was,that 
if they were ~~ned' funher, decisions might have to be taken hu.r.riedly 
in oonnection wi~hthe drafting of the Bill relating to. the Statutory Railway, 
Board. He therefore suggested that the matter should be .expedited. . We. 
endorse the AuditQr General's suggestion. 
. 11. Delay in Ike ap'}Xwti01unent of joint 8tatWnezpenses.-The .Fma.nci~l 

Commissioner informed us that the que~ti()n(i)f devising a simpler system 
of apportioning j_iut station eXpenses had been referred to the Rail1vay: Con-
ference AS8ociAtionwhose recommendations had' been received and ·that a 

• 
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deeisionwould be reached without avoidable delay. We desire that a memo-
ra.ndum should be placed before the Committee next year explaining the action 
taken. . 

Comments on matters arlslng out of the accounts for 1931-82. 
12. Date of issue of the Financial Commissioner's Review.-In paragraph 

11 of the Report on the accounts for 1930-31, Part IT, the Public Accounts 
Committee expressed the opinion that the Financial Commissioner's Review 
of the Appropriation Accounts should be in the hands of the Director of Rail-

o way Audit before the latter wrote his report in order that he might be able to 
take into account aJl the material furnished by the Financial CommiBBioner 
and thus minimise duplication in the presentation of results. To meet the 
desire of the Committee the Financial Commissioner undertook to endeavour 
to send his Appropriation Accounts with his Review to the Director by the 
middle of April each year so as to enable the Director to submit his report to 
the Auditor General by the middle of May. The Financial CommiBBioner 
explained to us the difficulties involved in preparing the Review by the middle 
of April and stated that he would try to give it by the end of May. We re-
cognise the difficulties pointed out by the Financial CommiBBioner but desire 
that he should try to have his Review ready in time for consideration by 
the Auditor General before he wrote his letter on the Appropriation AC',counts. 

13. Utilisation of unanticipated C'fedits to cm'ef' er£ess expenditu,.e.-We 
adhere to the recommendation already made in paragraph 11 of the first part 
of the Report on the Ac.counts of 1931-32, 1:i~., that in cases where substantial 
unanticipated credits are to he utilised to incur fresh expenditure, which would 
not have been incurred hut for such credits, the approval of the Standing 
Finance Committee should be obtained in the same way as for items of 
supplementary grants. 

14. Policy of (YlJera"Q()tment .-The Auditor General explained to us that 
under the convention agreed to by the previous Committees overaUotment 
was allowed only in respect of grants NOB. 4, 5 and 6, but in 1931-32 the 
Railway Board had extended the convention to other grants. After careful 
consideration of the explanation given by the Financial CommiBBioner (fIitk 
paragraph 12 o'f the Proceedings) we do not see any reason for agreeing to the 
extension of the convention to other grants. We recognise, however, that it 
~y be necessary in very exceptional cases to depart from the convention and 
ill such cases the Public Accounts Committee., phould consider the matter when 
it reviews the 8COOun~ of the year. 

15. New Seroice.-The Auditor General has brought t.o our notice two 
doubtful cases of new service in the accounts of 1931-32 (Appendix VI), namely, 
(1) additions and alterations to the locomotive rnnning shed at Bhusawal and 
~) installation of wireless sets on railways. On the assumption that the 
additi~n..q and alterations to the locomotive running shed involve merely an 
extensIon of the facilities for carrying out running repairs, it is debatable 
whether the item should be classified 88 an item of new service but in view of 
the amotmt involved we consider that it should ~ treated as an item of new 
service. The second item should be treated as an item of new semc.e. _. 
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16. Utilisation of the Reserve ptO'viaion far an item of ,new sen-1ce~-.rn 
accordance with the recommendation of the Public Aocount.R Committee. in 
~eir Re~rt on the. accounts of 1928-29 a reserve provision is being inclu~ed 
m the ra~way est1lIlate~ to meet unforeseen emergencies. The .. Auditor 
Gen~~ raised the question whether the Railway Board could utili~ .such· 
prOVisIon t.() meet expenditure on an item of new service without obtaIDIDg a 
specific vote from the Assembly as required by the rules. We consider that 
the existence of this provision does not absolve the Railway Board from 
obtaining ~ specific vote from the Assembly as required by the Statutory R~es 
for expendIture on a new service. In cases of real emergency, howeve~, t.e. : 
where delay in executing a work is likely to affect the public interest se~lOusly . 
the Railway Board could utilise th~ provision for an item of new servIce but 
should bring the matter to the notice of the Assembly as soon as 
possible. In other cases t.he Railwav Board should obtain the specific vote 
from the Assembly for every item of new service (possibly by a token vote) 
even if expenditure could he met from the emergency provision. 

17. Balance Sheets qf Railways.-The Director of Railway Audit in para-
graph 115 of his report has oftered certain criticisms regarding the present f~rm 
of the balance sheets and has suggested that in order to get over these diffi-
culties the double account system should be used for preparing these balance 
sheets, i.e., capital and assets should be omitted from the balance sheets and 
~onstituted into a separate capital statement giving greater details of the 
888ets. We understand that this system has been introduced in England to 
exhibit the expenditure of monies obtained by the creation of fixed liabilities 
and is applied generally to bodies that have been incorporated by a. special 
Act of Parliament to work public undertakings such as railways. We 
generally accept the proposals in the Financial Commissioner's Review regard-
ing the introduction of this system but leave the details to be settled by the 
Director of Railway Audit in consultation with the Financial Commissioner. 

The Director of Railway Audit also raised the question whether in view 
of the difficulties involved in preparing accurate balance sheets and profit and 
loss accounts of individual railways such accounts should continue to be pre-
pared. We agree with the Auditor General and the Financial Commissioner 
that profit and loss accounts of individual railways should continue to be 
prepared as accurately as possible, as the public Accounts Committee is much 
interested in the financial results of the working of individual railways and 

. suoh accounts would aftord it some basis for comparing efficiency of work. 
The preparation of balance sheets of individual railways is not so important 
but the same treatment may be applied to them. 

18: Delay in the exectltion of agreements.-The Director of Railway Audit 
has brought to our notice a case in which the negotiation of an agreement about 
certain collieries had been pending for over 20 years. "In order to a void such 
delays we desire that the Railway Board should consider whether they could 
not obtain an annual report from an the railways shoWing ~ents .the 
(1onclusion of .w:b.ich .was outstanding. . _ 
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. 19. We append to our report minut.es of the proceedings which we consider 
should be treated as part of the report. We assume that in accordance with the 
established practice action will be taken by the Department 8.8 necessary on 
the observations and recommendations contained in these paragraphs. 

K. SANJIVA ROW, 
(Secretary). 

Dated the 6th August, 
1934. 

T.N. RAMAKRISHNA REDDI. 
I. ALIKHAN. 
R. D. DALAL. 
M. C. RAJAH. 
J. RAMSAY ECOTT. 
S. C. MITR.A. 
K. P. THAMPAN. 

As the Chairman of the Committee which examined the Railway Accounts 
of 1931-32 has left India it has not been possible to obtain his signature to the 
Report. 

A. A. L. PARSONS, 

See1B ia'l-Y to the G~l€mment of India, 
Finance Department. 
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PROCEEDINGS OF THE COMMITtEE. 
Proceeding. 01 the Tenth· Meeting of the Public Accounts Commitiee held on 

Wednesday, the 9th A~t 1933, at 2-30 P.M. 

PRE~ENT : 

The Hon'ble Mr. A. H. LLOYD, Finan('e Member, Chainnan. 
Rao Bahadur M. C. RAJAH. 
Mr. T. N. RAMAKRISHNA REDDI. 
Kunwer Hajee T~MAH:L ALIKHAN. 
Mr. S. C. MITRA. 
Mr. K. P. THAMPAN. 
Mr. MUHAl\B:lAD ANWAR-UL-AzlM. 
Mr. RAl\I'3AY SCOTT. 
Dr. R. D. DALAL. 

l 
Mr. A. C. BADJ~NO(,H, Auditor CTCneral. I 

Member$. 

Mr . .T. C. NIXOX, Director of Railway Audit. ~ Were also present. 
The Hon'ble Mr . .T. B. TAY1.0R, Financial Secretary. J 
Mr. P. R. R-\u, Financial Commissioner, Railways. I 
Mr. V. S. SPNDARA~f, Director of Finance. }- Jritnes.~es. 
Mr. L. S. DEANE, Controller of Railway Accounts. J 
The Committee took up the further consideration of Appendix XIXt 

regarding the amendment of the rules relating to the constitution of the Public 
Accounts Committee. The Committee agreed that if the life of the Assembly 
was extended beyond the norma] period of three years a fresh Committff 
should be elected. 

2. The Committee decided to proeeed with the examinatIOn of the Railway 
Appropriation Accounts on the understanding that the question of the coal 
purchase policy of the Government of India, the Railway Board's summary of 
the working of Railways during 1932-33 and any other matters which the 
members might bring forward should be discussed at a meeting to be held later 
in the year. . • 

3. The Committee then took up the consideration of the items shown in 
the Quarterly List of Outstandings (Appendix I) and accepted the action taken 
and the explanation given in regard to items subject to the following remarks :--

Item 2. Special concessions jor military trajfic.-The Financial Commis· 
sioner explained that the Railway Department were endeavouring to come to 
some sort of agreement with the Army Department and that a memorandum 
would be circulated to the members of the Committee as soon as possible. 

Item 4. Financial results of Railway electrification scheme.-The Com-
mittee was informed that a. note: was under preparation and would be circulated 
to the Committee shortly_ 

* The first nine meetings were held in OOllIlection with the Appropriati~n Aooounts 
relating to Civil, Military and Posts and Telegraphs. 

t Printed in Part I of Report. 
t Since circulated, Wk Appendix XU. 
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. Jt8ntB lj anit6.---Bemodelliff!i of form··vj detMwu for)".ant8 f(Jf Bai!_,.,.~ 
These two items'W~ reserved for oomridetation at the meeting to be held 00 
the 11th August at 2-30 P.M. 

Item 7. Allocation of expeMiture to capital depreciation fund and to 
revenue.-The matter was reported to be under the consideration of the Govern-
ment of India. The Auditor General explained that the problems involved 
were exceedingly difficult and what Sir Ernest Burdon feared was that if they 
were postponed further, decisions might have to be taken hurriedly in connection 
with the drafting of the Bill relating to the Statutory Railway Board. He 

. therefore suggested that ~e matter should be expedited. The Committee 
endorsed the Auditor General's suggestion. 

Item 9. Delay in the apportionment of joint station expenses.-The 
Financial Commissioner informed the Committee that the question of devising 
a simpler systein of apportioning joint station expenses had been referred to the 
Railway Conference Association whose recommendations had been received 
and a decision would be reached without avoidable delay. The Committee 
desired to have a memorandum placed before it next year stating the action 
taken. 

Item 10. Earlier submission of mcmihly accounts.-The question was 
reported to be still under consideration·. 

4. Paragraph 2 of the Auditm General's letter {Appendix II-A)-Date of 
i~sue of the Financial Oommissioner' 8 Ret;iew.-The Financial Commissioner 
explamed the difficulties involved in preparing the Review earlier and stated 
that he would try to give it before the end of May. The Committee 
recognised the difficulties pointed out by the Financial Commissioner but 
desired that the Financial Commissioner should try to have his Review Jeady 
in time for consideration by the Auditor General before he wrote his letter on 
the Appropriation Accounts. 

5. Paragraphs 20 and 22 of the Report of the DirectO'l' of Railway Audit.-
The Committee examined the reasons for the excesses in voted grants and non-
voted appropriations and decided to recommend that the excess in the voted 
grant be voted by the Legislative Assembly and that the excesses in non-voted 
appropriations be sanctioned by the Government of India. . 

6. Paragraph 24 oj the DireclO'l" s Report.-The Director raised the question 
whether Annexure II to the Report which gives a list of misclassifieations 
detected during the year should be continued. The Committee desired that it 
should be continued. 

7. The Committee then adjourned till 11 A.M. on Thursday, the 10th 
August 1933. 

• Memorandum circu1&ted, f1ide Appendix IV. 
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Prooeedio,B,oI the Elev_tIl Meeting 01 the Public Accounts Committee held - " , - " .. 

OD Tho __ , ihe 10ib August 1933, at 11 A.II. 

PRESENT: 
The Hon'ble Mr. A. H. LLOYD, Finance Member, Ohairman. 
Rao Bahadur M. C. RAJAH. 
Mr. T. N. RAMAKRISHNA REDDI. 
Kunwer HAJEE ISMAIEL ALIKHAN. 
Mr. S. C. MITRA. Members.; 
Mr. K. P. THAMPAN. 
Mr. MUHAMMAD ANWAR-UL-AzIM. 
Mr. RAMSAY ScOTT. 
Dr. R. D. DALAL. 

Mr. J. C. NIXON, Director of Railway Audit. Were also pre-
Mr. A. C. BADENOCH, Auditor General. } 

The Hon'ble Mr .• T. B. TAYLOR, Financial Secretary. sent. 
Mr. P. R. RAU, Financial Commissioner, Railways. } 
Mr. V. S. SUNDARAM, Director of Finance. W·itnesse.~. 
Mr. L. S. DEANE, Controller of Railway Accounts. 

8. Paragraph 30 of the Director's Re~Unanticipated Credil,s.-Mter 
considerable discussion, the Committee decided to adhere to the suggestion 
already made by them, tiz., that in cases, where substantial unanticipated 
credits were to be utilised to incur fresh expenditure which would not have been 
incurred but for such credits, the approval of the Standing Finance Committee 
should be obtained in the same way as for items of supplementary grants. 

9. Paragraph331 and ·15 of the Director's Report.-The Financial Commis-
sioner gave the following explanation :-

Under the present arrangements the Demand is sub-divided into a large 
number of sub-heads based on difierent categories of expenditure, 
and the provision made for each sub-head is distributed among 
the individual railways. This final detailed distrib~tion is, owing 
to the inadequate information available to the Railway Board 
as to the detailed requirements of each administration, very 
often imperfect; it cannot naturally be considered as having 
any finality and the Agent has to be empowered to make what-
ever redistribution he feels necessary between these sub-heads. 
Further he is expected to do whatever he can to ensure by re-
appropriat.ion that the total sum allotted to him is utilised to the 
best advantage and that there are no excesses under any of 
these sub-heads while there are savings under others. For 
this reason the Railway Board have also found themselves unable 
to distribute supplementary grants obtained from the Assembly 
about the close of the year between the various sub-heads. Their 
opinion is that for the purposes of their glilleral control i~ is most 
important that the additiODal grant to be placed at the disposal 
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ofan admjDj8tI~tion under each' separate Demand should be 
defuiltely 'fixed and that the administrations should be left to 
distribute these among the ,various sub-heads 88 required, 
because they have in their possession much later information 
than the Railway Board have as to actual requirements, and, 
whatever allotments are made by the Railway Board, they 
not only can but should change t)lem jf and as soon as 
necessary, even though it is immediat.ely after they are in-
fomled of these allotments .. The Audit Department point out 
that (a) a grant should be considered as voted according to 
the distribution in the Pink Books and (b) a supplementary grant 
should be distributed in the same detail as an original grant. 
From the strict theory of appropriation audit they may be right, 
but from the practical standpoint a formal redistribution by the 
Railway Board ac-eording to the Agent's redistribution would 
be an unneces.'mrv waste of time. A reconciliation of these .-
points of view in relation to supplementary grants will be achieved 
hy making the distribution a division by railways, but this \vill 
not settle the question of the original distribution. In the case 
of supplementary grants if the Ra.ilways are taken 88 sub-heads 
the Railway Board would be in a position to satisfy constitutional 
requirement on which emphasis iR laid by the Audit Depart-
ment, by distributing the supplementary grant by sub-heads. 
At the same time they would not have to face the practical 
absurdity of making detailed distributions which would be liable 
to be modified immediately thereafter. 

The Auditor General concurred in this view in so far as supplementary 
grants were affected but said that the decision regarding the 
original grant depended on how fat' the Pink Books were 
considered as receiving the imprimatur of the legislature. Audit 
must have BOm(> authoritative distribution' against which to 
exe cise a check. 

It was .explained that it would be sufficient if the Agent's redistri-
bution were assumed to haye Railway Board authority, the 
Pink Books being considered merely explanatory memoranda, 
and the Committee agreed that this course should be followed. 

10. Paragraphs f3 and 44 of the Director'., Report-Rail'ftXly 8cA!xJls.-
The Financial Commissioner informed the Committee that the matter was 
receiving attention but that he was unable to say when it would be settled. 
The Committee desired to have a report next year. 

, II. PMtJ{J1'apk ·56 oj Me Di,.edor'8 Report--Post~ of Adjustment 
for want of ftlW.-The Committee was informed ,tbt this was not a post-
llOn~ent for want of funds but that whea the Agent was asked for sanction 
to. wn~.9ff Ra. 85,000 on account of obaole~ stores 'he iseuedinstructioDS to 
4ttd out whether they could not be ,utiliaed elsewhere. As & result of this, the 
majOr portion 'of these stores wuutiJised. e1aewheretnd.the amount that had 
aetuaDy to be written oft ultimately was only Rs. 14,000. 
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12. Paragraph 73 of the Director's Report-Over-allotment.-The Auditor 
. GeJleral explained to the Committee. that under the convention a2reed to by 

the Public Accounts Committee over-allotment was allowed only in respect of 
grants 4, 5 and 6, but in 1931-32 the Railway Board had extended the con-
vention to other grants. . The Financial Commissioner gave the following 
explanation to the Committee:-

" About the end of the year 1931-32 certain orders were issued by the 
Railway Board authoriSing certain railways to incur expenditure 
up to a definite maximum in excess of sums orginally allotted 
to them. The Railway Board were satisfied from the progress 
of the actual expenditure that the total grant would not be 
exceeded, and that there would- be savings in the same grant 
on other railways to cover the extra expenditure incurred on 
the authority of these orders. While it was probable that in the 
particular railways in question additional funds would be neces-
sary, it was at the same time difficult to say where exactly the 
savings would occur. Apart from the fact that it was at the 
time practically too late to ask the Assembly to vote a sup-
plementary grant, it was considered that it would be improper 
to ask for such a grant when it was fairly certain it would 
not be required. It might be objected that the course of 
action taken by the Railway Board practically amounted to 
allotment of funds in excess of the total granted by the 
Assembly, or at least to authorisation of -expenditure beyond 
what was permitted by the Assembly. The only other course 
open to the Railway Board, apart from asking for an additional 
unnecessary grant, was to take no action on the request of the 
railway administrations. In my view, this would have been 
open to serious objection, and would have been tantamount to 
the Railway Board abdicating their functions. H railway 
administrations are expected to obtain the sanction of the 
Railway Board for additional expenditure when they cannot, 
by the exercise of all possible economy, keep within their 
original grant, it is obvious that any such demand must receive 
careful consideration; and if the Railway Board are satisfied. 
that a certain amount of additional expenditure is inevitable 
on a particular railway, but that, taking railways as a whole, 
no additional expenditure is likely, it seems to me that the only 
proper and practically correct course for' the Railway Board 
is to authorise whatever additional expenditure they consider 
necessary, holding themselves responsible to the Assembly if the 
total is thereby exceeded. Such orders, can, if considered neces-
sary, be brought to the notice of the Public Accounts Committee. 
While the consolidated appropriation account would take no 
cognizance of such an order, as any formal over-allotment of 
funds is ultra vires, the appropriation account of the individual 
railway concerned should take note of it, as it is the ~uthority 
for the railway administration to spend the money. Such an 

Hl89FinD 
authorization is, however, quite distinct from an additional 

o 
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allotment and will not. be treated as affecting the granta; but 
apiost any expenditure in excesa .of the formal allo~ents ........ 
a note will be recorded showing 00 what extent the eaeaB ..... 
authorized by the Railway Board. Tn 1931-32, the ~ 
aftected and the amounte are 88 follows:- ' 

Re. 
Grant No. 4 .. . . 16,2&,000 . 
Grant No.8. • 1,17,000 
Grant No. 10 37,42,000 
Grant No. 11 • • 25,000 

The last is special, beeauae the Railway Board were aware 
at the time of issuing the orders of the existence of credits 
due to the transfer of survey expenditure to capital on the 
commencement of construction; but these credits were in 
railways in which no expenditure was expected and no grants 
had been allotted; and partly in deference to what was sup-
posed to be the audit point of view that negative app~ 
priation was per Be objectionable, the orders did not mention 
these credits. There was not in this case even a technical 
over-allotment. " 

The Committee did not see any reasons for agreeing to the extension 
of the convention to the other grants, but recognised that it might be necessary 
in very exceptional cases to depart from the convention and that in such cases 
the Committee would consider the matter when it reviewed the accounts 
of the year. 

13. The Committee then adjourned till 2-30 P.)I. 
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Proceedings of the Twelfth Meeting of the Ptlbli~ Accounts Com nitteehlld 
on Thursday, the 10th August 1938, at 2-80 P ... 

PRESENT • 

The Hon'ble Mr. A. H. LLoYD, Finance Member, Ohairman. 
Mr. T. N. RAMAKRISHNA REDD!. 1 
Kunwer Hajee ISMAIEL ALIKHAN. 
Mr. S. C MITRA. 
Mr. K. P. THAMPAN. lMember8 
Mr. MUHAMMAD ANWAR-UL-Azm. 
Mr. RAMSAY SCOTI'. 
Dr. R. D. DALAL. 
Mr. A. C. BADENOCH, Auditor-Genera.l. } 
Mr. J. C. NIXON, Director of Railway Audit. Were alB ) 
The Hon'ble Mr. J. B. Taylor, Financial Secretary. present. 
Mr. P. R. RAU Financial Commissioner, Railways.) 
Mr. V. S. SUNDARAM, Director of Financ~. ~ Witnesses. 
Mr. L. S. DEANE, Controller of Railway Accounts. J 

14. The Committee took up the Auditor General's Memorandum of doub~. 
ful caBeR of ' new servi,ce' appearing in the a.ccounts of 1931-32 (Appendix VI). 
The Auditor General had included in the Memorandum two cases, viz. <1) 
additions and alterations to the locomotive rnnning shed at Bhusawal and 
(2) instal1at:on of wireless sets on railways. After full discussion the Com-
mittee considered that, on the assumption that the additions and alterations 
involved merely an extension of the facilities for carrying out rnnning repairs, 
it was debatable whether the first item should be classified as an tem of 
, new 8ervice " but in view of the amount involved they decided that it 
should be treated as an item of' new service '. As regards the second item 
also the Committee decided that it should be treated as a ' new service'. 

15. In accordance with the recommendations of the Public Accounts 
Committee in their Report on the accounts of 1928-29, a re/ierve provision 
is being included in i he Railway estimates to meet unforeseen emergencies. 
The Auditor General raised the question whether the Railway Board could 
utilise such provision to meet expenditure on an item of ' new service' without 
obta'ning a specific note from the Assembly as required by the rules. The 
Committee decided that the existence of this provision did not absolve the 
Rai~way Board from obtaining a specific vote from the Assembly as required 
by the Statutory rules for expenditure on a ' new service'. In cases of real 
emergency, however, i.e. where delay in executing a work was likely to affect 
the public'nterest seriously, the Railway Board could utilise this provision 
for an item of ' new service' but should bring the matter to the notice of the 
Assembly as soon as possible. In other cases the Railway Board should 
obtain a specific vote from the Assembly for every item of 'new service ' 
(po~i?ly by a token vote) even if expenditure could be met from the emergency 
proVISum.. 

02 
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16. Paragraphs 96-98 of eM Director'8 Repor~-Defect;'tJeRuks of AU~· 
tioo.-The Financial Commissioner informed the Committee that, as stated 
at the previous meeting, the general question was still under consideration 
. but that certain individual points had been settled. 

17. Paragraphs 102 and 103 of the Dilredm' s Repor~-Allocation of ex-
penditure on roUif19 stook.-The Committee was informed that the question 
was under the consideration of the Railway Board The Committee desired 
to have a report next year. 

18. Paragraphs 105 and 113 of the Direcfqr's Reporl.-TheCommittee 
. desired to discuss these paragraphs with the Director of Mechanical Engineering, 
Ra!lway Board. 

19. Paragraph 107 of the DWector's Report and paragraph 9 of the Audito, 
Gmerafs letter.-The Auditor General raised the issue of how far any expendi-
ture incurred as a matter of policy but admitted to be unjustified financially 
should be left at the debit of capital. The Financial Secretary explained that 
the main question was whether expenditure which was unjustified financially 
was to be incurred at all. If it had to be incurred the question whether it should 
be debited to capital or revenue should follow the ordinary rules of classifi-
cation. An impossible situation would arise if it was held that only expenditure 
which was later found to be financially remunerative should be debited to 
capital as a logical sequence of this would be the valuation of the total railway 
aseets according to their earning capacity. The Committee generally agreed 
with the Financial Secretary. 

20. The Committee then adjourned till 11 A.H. on Friday, the 11th August 
1933. 
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Proceedings 01 the Thirteenth Meeting of the Public' Accounts Committee hel. 

on Friday, the 11th August 1938, at 11 A.II. 
PRESENT : 

The Hon'ble Mr. A. H. LLoYD, Finance Member, Ohairman. 
Mr. T. N. RAMAKRISHNA REDDI. 
Kunwer Hajee ISMAIEL ALIKHAN. 
Mr. S. C. MITRA. 
Mr. K. P. THAMPAN. Members. 
Mr. MUHAMMAD ANWAR-UL-AzIM. 
Mr. RAMSAY SCOT!'. J 
Dr. R. D. DALAL. 
Mr. A. C. BADENOCH, Auditor General. }w Iso t 
Mr. J. C. NIXON, Director of Railway Audit. ere a presen • 
Mr. P. R. RAu, Financial Commissioner, Railways. } 
Mr. V. S. SUNDARAM, Director of Finance. 
Mr. L. S. DEANE, Controller of Railway Accounts. Witnesse!. 
Mr. J. M. D. WRENCH, Director, Mechanical Engineering, 

and Chief Controller, Standards. J 
21. Parag'l'aph 105 of the Director's Report.-The Committee discussed with 

the Director of Mechanical Engineering, Railway Board, the case relating to 
the relaying of the Parbatipur Siligari Section with 90 pound rails. When 
this line was converted from metre gauge to broad gauge in 1926, new 75 pound 
rails were used, but within three years the track showed signs of weakness and 
at places the rails fractured. It had been suggested that the principal reason 
for the failure of the track, was the introduction of a heavier type of engine 
which the 75 pOlmd rails could not carry; but the Director of Mechanical 
Engineering explained to the Committee in detail that this was not the true 
reason, as in the case of the XB type of engines used on this section the stress 
on the rail was actually less than in the case of the older type of engines. He 
stated that the actual causes of deterioration of the track were increase in traffic 
and the nature of ballast. 

22. Pfl.'f'ag'I'aph 113 of the Bi,rector's Report.-Another case which the 
Committee discussed with Mr. Wrench was the purchase of a large number of 
YF class engines in 1929 for use on certain branch lines. The .Committee was 
informed that this type of engine was purchased as the railways wanted an 
engine with a wide fire box so as to use low grade fuels. Though the engines 
initially proved defective and derailments occurred in some instances, the 
Railway Board had recently been able to remedy the defects at a small cost and 
the engines were now reported to be working quite satisfactorily. 

23. Paragraph 116 of the Director's Report and paragraph 10 of the Audit-
Of' General's lette'T--Balance Sheets of Railways.-The Director of Railway 
Audit proposed that the double account system should be used for prepanng 
the balance sheets of the railways, i.e., capital and assets should be omitted from 
the bak.nce sheets and constituted into a separate capital statement giving 
greater details of the assets. The Committee generally accepted the proposals 
in the Fwanoial Commissioner's Review but left the details to be settled by the 
Director uf Railway Audit in consultation with the Financial Conmllssioner. 
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M. Paragraphs 117-123 oftke IMector's. Report.-The Director of Rail-
way Audit also raised the question whether in view of the difficulties involved 
in preparing accurate balance shee~ and profit and 1088 accounts o~ individual 
railway::: such accounts should cont.mue to be prepared. The Com.mIttee agreed 
with the Auditor General and tlle Financial Commissioner that profit and 

. loss accounts of individual railways should continue to be prepared as accurately 
as practicable as the Committee was much interested in the financial results 
of the working of individual railways and such accounts would afford them 
some basis for OOlUparing efficiency of work. The preparation of balance 
sheets of individual railways was not so important but the same treatment 
might be applied to them. 

25. Paragraph 128 of the Director's Report and paragraph 11 (a) of the 
Auditor General's letter-Contracts.-The Committee was informed that detailed 
instructions embodying all the important principles had been issued some time 
ago. 

26. Paragraph 138 of the Director's Report and paragraph 11 (b) oftke Audit-
or General's letter-Recovet-y of rost of stone supplied to a contractor .-As the 
Director of Railway Audit was of opinion that the Legal Adviser would not 
have advised payment if he had been consulted before the payment was made, 
the Committee desired that the Railway Board should now consult· the Legal 
Adviser &8 to whether, if he had been consulted at the proper time, he would 
have been able to advise that the amount was not payable under the contract 
and in that case whether a successful attempt could be made to recover it 
from the contractor. The Committee also desired that, if the Legal Adviser was 
prepared to give a clear opinion on the case, a description of the facts of the 
case should be circulated· to Railway Administrations for guidance. 

27. Paragraph8169-172 of the Director's Report and paragraph 11 (c) of tbs 
Auditor Gtmeral's "ldttIr-Stores balances.-The Committee was informed that 
~e increase in the percentage of closing balance to issue in 1931-32 was mainly 
due to the stoppage of a number of works as a result of the economy campaign. 
The Committee noted with satisfaction that the stores balances had been reduc-
ed from 23,67 lakhs in 1921-22 to 11,82 lakhs in 1932-33. 

28. Paragraph 177 of the Director' 8 &porl-Periodical revaluation of stores.-
As the Railway Board was not yet in a position to express an opinion on the 
points raised ipthis paragraph, the Committee desired that it should be 
included in the next year's report together with the report of the further 
action taken in the matter. 

29. Paragraph 233 of the Dtrector's Report a-nd paragraph 11 (d) of tAe 
Auditor General's letter-Defakation by a clerk on the North Wutem &ilway.-
The Financial Commissioner promised to circulatet a memorandum to the 
members of the Committee before the next meeting. 

~. Paragra,ph 242 of the Director's Report.-In this paragraph the Director 
of Railway AudIt has brought to notice a case in which the negotiation of an 
agree~ent abo~t certain ?Ollieries had been pending f.or over 20 years. The 
Committee ~eslled that m order to avoid such delays the Railway Board 
Mould oonsld~ whether they could not obtain an annual report from all the 
railways S!lOWIng agreemeniB the conclusion of wh.ieh was outstanding. 

31. The Committee then adjOllrnec:lti1l2 P. II. 
-------------~ .•• rvv~n·~AT.p=~=~jx~XFL~.~~~~m~·roo~~~~~.--------------­

tV .. Avpeadiz X, aiDce oiroaJated. 
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)Sr9ceedings of th9 Fourteenth Meeting of the Public Accounts Committee held 
. on Friday, the 11th August 1933, at 2 P.II. 

PRESENT: 

'The Hon'b1e Mr. A. H. LLOYD, Finance Member, Ohairroon. 
Mr. T. N. RAMAKRISHNA REDD!. 
KUtiwer Hajee ISMAIEL ALIKHAN. 
Mr!-~. C. MrrBA. 
Mr. K. P. THAMPAN. 
Mr. MUHAMMAD ANwAR-UL-Azm. 
Mr. RAMSAY ScOTI'. 
Dr. R. D. DALAL. 
Mr. A. C. BADENOCH, Auditor General. 
Mr. J. C. NIXON, DirectQr of Railway Audit. 
The Hon'ble Mr. J. B. TAYLOR, Financial Secretary. 

1 
JM~S' 

} Were also pre-
sent. 

Mr. W .. M. . BRAYSHAY, Chief Commissioner, Railways. } 
Mr. P. R. RAU, Financial Commissioner, Railways. W'itnesses. 
Mr. V. S. SUNDARAM, Director of Finance. 
Mr. L. S. DEANE, Controller of Railway Accounts. 

32. Paragraph 11 (g) of the Auditor lkMrafs ktter-Unsatisfadnry stare 01 
stores accounting on the East Indian Railway. 

Paragraph 275 (1) of the Director's Report.-The Director of Railway Audit 
desired that consideration of this paragraph should be postponed as he wanted 
to go into greater detail and explain the matter in the next year's report. 

33. Paragraph 275 (2) and 275 (3) oftk Director's Report.-The Committee 
was informed that steps had been taken to improve matters. 

34. Form of Demands for Grants.-The Financial Commissioner explained 
to the Committee that under the present system the total working expenses of 
railways were shown under two demands and under each demand there were a 
large number of sub-heads. These sub-heads did not correspond to the heads 
under which accounts were kept and consequently the railway administrations 
had to rearrange all the figures in their accounts in order to· enable them 
to compare the expenditure with the grants. This not only involved a lot of 
unnecessary labour but also made it very difficult for the railway administra-
tions to watch the progress of expenditure against the grant. It was therefore 
necessary to recast the demands so as to improve the ~mrrent control of ex-
penditure. He stated that the present system should be considered to have 
broken down and that a change was necessary but left it to the Committee to 
decide whether in view of the impending constitutional changes a change iD 
the form of demands should be efiected now or should be left over till the new 
constitution came into force. The Committee decided that the change should 
be introduced immediately. 

8li. The Committee generally accepted the proposals of the Financial 
Commissioner as regards the form of the demands which it was explained had 
yet to be considered by the Govemment of India. 
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36. As regards the division of working expenses of railways into the various 
"demands, there were two alternatives: (1) to make each railway a separate 
demand and the various accounts abstracts into sub-heads under the demands 
or (2) to make each abstract a separate demand and each railway a sub..head 
under the demands. The Financial Commissioner favoured the second alterna-
tive subject to a convention being established that a saving under one demand 
should be considered as a set-off against an excess in another. After consider-
able discussion the Committee agreed with the Financial Commissioner. 

37. The Committoo adjourned till 11 A.M. on Saturday, the 12th August 
1933.* 

• The meeting held on the 12th August did not relate to Railways. 
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APPENDIX I. 

(SECOND QUARTERLY) 

Statement showing action taken or proposed to be taken on 
recommendations, etc., so far made by the Central Public 
Accounts Committee which have not been finally disposed of. 

Part n-Railways. 

[Quarter ending luly 1933.] 

• 
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~tatement sAowi"l,action taken Of' proposed to be taken on recommendations, etc., 
disposed 

PART 11-
• 

Year 
Paragraph 

of 
&rial of Report Reoommendations or Suggestions. 

No. Report. or 
Proceedings. 

I 192'1-28 ... •. :B · That the A~ GemmdRvuldreport to the Commi1tee 
1928-29 · 34P · whether he or the Director of Railway Audit has any 
1929-30 · 48P · comments to make on the rules regulating the custody 
1930-31 · 3 P[' Item and relinquishment of railway lands and buildings 

No. 77 'J. which the Railway Department have promised to 
issue before the end of 1932. 

2 1928-29 · 5 P . · That the qaeetion of the continuance of special rates and 
1929-30 · 53P · concessions for military traffic obtained by the Mili· 
1930-31 · 3 P.[' Item tary Department from the Railways should be preesed 

No. 80 'J. to a oonclusion 808 lOOn 808 poeaible. 
"' .. 

~ 1930-31 · 13 tiMl B That the Committee sboold he famished in due OOUl'l8 ' 
wi$lat. s~ntofthEl aotaalaetian taken by Govern-
ment on the proposals for re~nchment made by 
1&. BadeDOCbin his report. dated .tie 26th 'April 1932, 
on the Limitation of Audit and Retrenchment in 
the Railway Audit Department. 

4 1930-31 · 14 R · That a ioiDt nolle by thetRailway Board and the Director 
of Railway Audit should be submitted t.o the Com-
mittee in 1933808 to the po88ibility of reaching some 
general agreement regarding the methods of ca.lcu-
lation and the desirability of pursuing further the line 
of enquiry regarding the financial results of Railway 
electrification schemes adopted by the Director in 
his Report on the Accounts of 1930-31. 

.5 1930-31 · 16 R · That details be worked out in mutual consultation by the 
Railway Department and the audit authorities in 
pu1'8U&DCe of the principle laid down by the CollUJlittee 

• regarding correspondence between the arrangement of 
the working accounts abstracts and the Sub-diviaiona 
of the Demands and a report furnished to the Com· 
mittee in due eoaI'8e. '> 

6 1930-31 · 19 R · That the Committee should be supplied in 1933 with 
skeleton forms of demands for Grants, Appropriation 
Accounts and working.AccoUDtll prepared on the 
basis of theb' proposals and that they mould be given 
a final opportunity of expressing their views on 
thoae forma before they are actually introduced in 
1934-35. 

'1 1930-31 · 28 B · That the question of the perma.uent buill on which Worka 
expenditure ehollld be charged to Capital, to the 
Depreciation Fund ad to Revenue abould be taken 
up jmmediately • 

• 



Railways. 

Action taken or proposed to be taken. 

The roles in question have sinoe been iaaued. and copies thereof sapplied to the DUeotor of 
Railway Audit. Neither he nor the Auditor General has any comments to make and this 
fact has been reported to the Committee by letter. 

The matter is receiving attention. 

A statement is being supplied to the Committee (Appendix vn). 

Neceeaary action is being taken to meet the wishes of the Committee.-

• 

The matter has been dealt with fully in the Finanai&l Commiaaioner'a Review of theA,ppro-
priation Accounts of Railways for 1931.32 (vUk ~ 108-126). copies of whioh were 
supplied to the members of the Committee on t\e 14th-July 1933. 

The matter is under consideration. 

• 



• 
~ 8AouJi"fl aotitm ~ or profI08til to be ta.bm on f'~, etc., 

&dal 
No. 

Year 
of 

Report. 

Paragraph 
of 

~port 
or 

Prooeedings. 

dUposea 

PABTII-

Recommendations or Suggestions. 

8 1930-31 • 3 P [' Item That the information regarding railway advertisements 
No. 83 'l. given to newapapers, promised by the Financial Com-

miaaioner, Railways, should be supplied to the Com-
mittee. 

9 1930-31 • 46 P 

10 1930-31 • 63 P 

• 

That some definite prooedure oalculated to obviate the 
present delays in the apportionment of Joint Station 
6IpeDB68 between railways should be laid down as 
soon as possible. 

That a report on the extent to whioh it ill found feasible 
to adopt the various suggestions of the Director of 
Railway Audit made in paragraph 28 of his Appropria-
tion Beportfor 1930-31 with a view to expeditiDg the 
submission of monthly aooounts should be furnished 
to the Committee in 1933 . 
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80 fOIl' made by tM Oentral Public Accounts Oommittee whick have not been fonally' 
of· 
Railways-concld. 

Aotion taken or proposed to be taken. 

A Statement giving the neoesaary information was furnished to the Committee on the 16th 
March 1933 (Appendix ill). 

The matter is under consideration. 

The matter is under consideration and the required report..m be furnished to the Committee 
in due course.· 

• ViM Appendix IV, bee cirouJated. 
26 
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APPDDIX 1I-A. 

I.ETTER FROM A. C. BAD~ EsQ., C.I.E., I.C.-S., OFFICIATING AUDITOa 
GENERAL IN INDlA, --ro THE SECRETARY TO THE GOVERNMENT OF INDIA, 
:FINANCE D_AKTMENT, No. 214-REP.j7-33, DATED THE 10TH JULY 1933. 

SUBJECT.-Appropriatwn Accounts of Railways in India for tke year 1931-32 
and the Report of tke Director of Railway Audit thereon. 

\Vith reference to rule 15 (1) c·f the Auditor General's Rules framed 
under Section 96 D(l) of the Government of India Act, I have the honour to-
transmit herewith two copies of the Appropriation Accountb of the Railways 
in I~dia for the ycar 1931-32 together with two copies of the Report thereon 
prepared by the Director of Railway Audit for submission to the Committee 
on Public Accounts and for necessary action by the Government of India. 

2. Date of issue of the Financial Commissionef".~ .Review.---The Financial 
Commissioner' has prepared a valuable financial review and survey of the 
Appropriation Accounts which reached me after I had prepared the first draft 
of this letter. In paragraph 11 of Part II of the Report on the Accounts of 
1930-31, the Public Accounts Committee exPressed the opinion that the Finan-
cial Commissioner's Review of the Appropriation Accounts should be in the 
handE. of the Dirwtor of Railway Audit bdore the latter writes his Report in 
order that he may be able to take into account all the material furnished by 
the }"inancial Commissioner and thus minimise duplication in the presentation.. 
of results. To meet the desire of the C{)mmittee the Financial Commissioner 
undertook to endeavour to send his Appropriation Accounts with his Review 
to the Director by the middle of April each year so as· to enable the Director 
to submit his Report to the Auditor General by the middle of May. It has 
been found impossible fully to carry out this programme in connection with 
the presentation of the Appropriation Accounts of Railways for 1931-32. 
The printed volume of Appropriation Accounts was available only on 20th May. 
The portion of the Financial Commissioner's Review which explains the 
Appropriation Accounts themselves was given to the Director of Railway 
Audit in draft form on the 27th April: but although I had seen portions of the 
Review in draft at an earlier dat.e, a printed copy was not received by me until 
3rd July. In consequence of the delay in the final issue of the -Appropriation 
Accounts, and in the preparation of the Financial Commissioner's Review, 
the Report of the Director of Railway Audit was not received by me until 
20th June. 

In paragraph 107 of the Review the Financial Commissioner, Railways, 
has explained why it has not been possible to satisfy the demand of the Public 
Accounts Committee made at the instance of Sir Ernest Burdon ; and it appears 
that the requirements which the Public Accounto Committee consider to be essen-
tial for th~ proper presentation of the Railway Appropriation Accounts and of the 
results of the audit of these accounts cannot be satisfied unless something can 
be done to expedite their preparation. The Financial Commissioner proposes 
the 15th of July as the date on which his Review should issue; but I suggest 
that it is unsatisfactory that the Director's Report a,nd the Auditor General'@ 
letter should be written-wholly without r~ferenoe to ~he Financial Commissioner's 
Reviow and that if the Director'., Report is to bo delayed until aftm this date-



there may be serious interference with the arrangements both of Government 
and of the Publio Acoounts Committee. The better course would be to arrange 
that that portion of the Financial Commissioner's Review which explains the 
Appropriation Accounts theIDBelves should be sent to the Director at a date not 
later than that suggested by the Public Accounts Committee in paragraph 11 
of Part II of last year's Report, 1'iz., the 15th of April. It is not absolutely 
eBSentia! that the Financial Commissioner's remarks on the more general 
questions connected with the Appropriation Accounts should be made available 
to the Director before he prepares his Report, and it might be a convenient 
arrangement for the Financial Commissioner to prepare his Review in two 
parts, the first, dealing with the explanation of the acoounts, to be ready by 
the 15th of April, and the second containing his observations on more general 
questions and on matters discussed by the Director in his Report to be issued 
on a date, before the meeting of. the Public Accounts Committee, convenient 
to the Financial Commissioner himself. 

3. Ea,.Zier pt"eparatioo of Appropriation Accoums.-It is important that 
there should be further enquiry whether the Appropriation Accounts of Rail-
ways cannot be prepared, audited by the Railway Audit Department, and made 
available to the Financial Commissioner in a final form at a date earlier than 
appears to be possible at present. The Financial Commissioner in paragraph 
108 of his Review admits that little or no improvement can be achieved until 
the preparation of the accounts is simplified by the assimilation of the form of 
Demands for Grants (and hence of the Appropriation Accounts) to the struoture 
of the initial accounts. Some of the proposals to modify the Demand& for 
Grants approved in principle by the Public ACCOunt43 Committee have already 
been carried out; it is of the utmost importance that the remaining proposals 
to bring the forms of the Demands and of the Appropriation Accounts into 
line with the structure of the initial accounts should be approved and that the 
approved scheme should be introduced at the earliest possible date. It is not 
necessary for me to labour this point as the Finanoial CommiBBioner has dealt 
with it in his Review and has placed ooncrete proposals before the Publio Ao-
oounts Committee. I suggest however that the forms approved by the Com-
mittee should be used in the budget for 1934-35 and that the programme sug-
gested in paragraph 11 of the Committet's Report of last year be modified only 
to the extent proposed in paragraph 2 "bove until it is known that, 
even after the introduotion of the new forms of Appropriation Accounts, 
earlier preparation of these accounts is impossible. I do not believe I 
exaggerate when I say that earlier and more satisfactory preparation of Appro-
priation Accounts aild the achievement of a successful system of expenditure 
control on Railways is bound up with the removal of the defects in the forms of 
Demands for Grants commented upon in Sir Ernest Burdon's letter on the 
accounts of 1930-31 and briefly summarised in paragraphs 25 to 28 of the pre-
sent Report. 

Experience of Railway Appropriation Accounts and of the Railway 
-expendi~e control system during the past few years suggests the conolusion 
that it was perhaps unfortunate that the forms of the Demands for Railway 
Grants were approved by the Railway StandjD~ Finance Committee without 
reference to the Public Accounts Committee. 
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4. Outatanding f(Ue8tions.-The remarks in the foregoing paragraph .relate 
to items 5 and 6 of part II of the list of questions outstanding from previolW 
discussions and hence to a matter already under consideration but the diffi.-
c~ties experienced in presenting the Appropriation Accounts for 1931-32 and 
the Report thereon have proved that it is necessary to emphasise the import-
ance and the urgency of the question involved in these items. I assume that 
th.e Public Accounts Committee will as usual deal in detail with the list of out-
standing items some of which are of great importance, and I have no further 
comments to offer on these items individually at this stage. 

5. General results of appropriation audit.-The Director's comments on 
these matters will be found in chapter 3 of his Report. It will probably be 
accepted without question that the conditions of the year 1931-32 were such 88 
not to afford a fair test of budgeting on Railways. I desire to direct the atten-
tion of the Committee again to paragraphs 25 to 29 of the Director's Report 
when they are considering the efficiency of the control over expenditure on Rail-
ways. My own conclusion is that Railway administrations are making real 
attempts to control expenditure despite the difficulties connected with the 
present unsuitable system of units of Appropriation; a high standard of 
efficiency in control cannot be expected until the form of accounts used for ex-
penditure control purposes is altered to conform more to the structure of the 
initial accounts. It is believed that a satisfactory settlement of this important 
question will lead to the solution of other problems with regard to which the 
Director of Railway Audit and the Financial Commissioner, Railways, have for 
long been at issue, e.g., the question of the distribution of supplementary grants 
over sub-heads dealt with in paragraph 35 of the Director's Report. 

The Committee will note with concern the abnormal increase in the cases 
of defective budgeting and misclassifications brought out in paragraph 24 of the 
Report. 

6. Irregular ReapprfJ]1'l'iations.-The Committee's attention is directed to 
paragraph 36 which describes the irregularreappropt"iations the duty of scrutini&-
ing which devolves on them by statutory rule. In paragraph 83 of the Financial 
Commissioner's Review an explanation, which appears to me adequate, is given 
of the orders to which objection i:. taken by the Director in paragraph 36(c). 
In my opinion none of the irregularities described in this paragraph is important 
in principle from the Committee's point of view. • 

7. Policy of Over-Allotment.-I desired to direct the attention of the 
Public Accounts Committee to the remarks of the Director under Grant 10 
in paragraph. 73 of the Report. The Committee will no doubt remember the 
convention they established with the Financial Commissioner and though the 
justification offered in paragraph 82 of his Review, by the Financial Commis-
sioner, for the breach of this convention, may be considered eminently reason-
able, it is for consideration whether there should be any departure from a con-
vention thus deliberately established without prior consultation with the 
Committee. Unless there be some such agreement there appears to be a danger 
that the practioe of establishing oonventions may be stultified. It is doubtful 
whether the distinction drawn by the Financial CommiARioner between ' a.utho-
risation' and' allotment' can be justified either in theory or in practice. 
HI 89FinD • 
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> 8. Depreci«t~ &Mwve ACC0Uftt8.-The irtatter OODtained in paragrapha 
.,' to '19 of the Report is important with refereDce to tae general question 1JI. 
tlle permanent basis of allocation of expenditure between Capital, Revenue _ 
tile Depreciation Reserve Fund, fJide item 7 of the list of outst!"l.Dding que.-
tions. The remarks made in these paragraphs seem to indicate that ill. 
attempt to maintain Depreciation Reserve accounts in detail for particular 
classes of assets is not in fact successful. 

9. Capital Acoounts.-In paragraphs 97 and 98 the Director describe& 
influences of a comparatively minor character, yet important in themselves, 
which tend to produce over-capital.is3.tion. The Public Accounts Committee 
doubtless will be interested to know how far it is possible a.nd how far it is 
intended to take measures to counteract them. In chr.pter 5 a number of 
iDBtances of possibly infructuous expenditure likely to produce inflation of the 
oapitalMaccount have been described; the case recorded in paragraph 107 raises 
the issue of how far any expenditure incurred as a matter of policy but admitted 
to be unjustified financially should be left at the debit of cr_pita!. 

10. Balance Sheets.-Attention is specia.lly directed to the whole of chapter 
6 which provides the first a.udit criticism of the Balance Sheets and Profit and 
Loss Accounts prepared at the ~tance of the Public Accounts Committee. 
The Financial Commissioner has dealt with the subject in p.uagrnphs 89 to 
105 of his Review. The criticisms in paragra.ph 115 are important and generally 
valid and the Director's suggested method of meeting the difficulty~ vid£ para-
graph 116, requires careful cOD8ider~tion by the Public Accounts Committee. 
The system suggested, known as the 'Double Account System' , has been 
introduced in Engw,nd to exhibit the expenditure of moneys obtained by the 
creation of fixed liabilities ~nd is applied generally to bodies that have 
been incorporated. by a special Act of Parliament to work public undertakings 
such as Railways. It may be surmised that the syste:n is used in England 
partly to llleet difficulties similar to those described by the Director. The 
Double Account System is not unknown in India but has been adopted to my 
knowledge'bythe Calcutta Port Trust, and I believe that i~ i·; suitable to 
the present purpose though some further scrutiny 'will be necessary before the 
method of application suggested by the Financial Commissioner can be ac· 
cepted. 
~ . It is also. important to consider whether the conclusion reached in para-
graph 122 is valid. As against the yiew put forward in the Report I might 
venture to suggest that the Public ACCOunt3 Committee are interested in the 
fiWlnc~ r(''Sults of WOrkh'1g individual Railways, and that it should not be 
beyond the ingenuity of the ret'po:u;ible authorities to work out a system of 
~fit and Loss Acoounts for indh'idual Railwa.ys at any rate approximately 
~Ul'ate w;trich will afiord some basis of ~~ompari.u~ efficieucy of wcu·k. 
-, 11. ~ ~ of i'luportancc.-The foregoing paragraphs contain my 
o:nfl,e~x.at-IQll8 ~m lrr.i:portant. rn.atters of principle discussed ill, or arising from, 
the .1J.~tor'8 ~ePOL1i. 'lhe la.rger portion of the Report is generaHy co,.u-
~~ WIth d~ and :with ~vidua irreguia.rities. 1 desire to invite special 
.tWntwJ) to the.f~wmg powts but I must lllake it Clear that in doiug 80 I 
~,~·exl1a.ust t"-~ lII).~~ matters diBc~ in th~ report which are deserv .. 
mg 01 .••.. ~~ & <oousid-.tiou. - .. ~ ,... .. 
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(a) Paragraph 128.-The Public Accounts Conunittee doubtless consider 
it to be of great importance that instructions regarding the regulation of con-' 
tracts should be issued at the earliest possible date and will desire to know when 
Government will be able to issue these instructions. 

(b) The individual irregularities described in paragraphs 138 to 141 deserve-
special study by the Committee. 

(c) The Public Accounts Committee have always displayed special interest 
in the balances of stock maintained by Railways and paragraphs 169 to 172 
contain the Director's remarks upon this subject. The Financial Commis-· 
sioner's comments on the same subject appear in paragraphs 85-88 of his 
Review. An unsatisfactory state of affairs on the East Indian Railway is 
disclosed in paragraphs 173 and 181. Paragraph 177 describes a point of some 
importance in connection with which Audit and the Railway authorities have 
differed for some time regarding the duties of the Railway Administration. 

(d) The most important individual defalcation mentioned in the report is 
described in paragraph 233. The Public Accounts Committee will doubtless 
desire to have a further report about the disciplinary action taken against the 
staff not actually involved in the criminal proceedings and to know the reason 
why there has been such delay in deciding whether disciplinary action should 
be taken. 

(e) In paragraph 239 to 246 the Director has again focussed attention 
upon the great delays which occur in settling financial adjustments between 
Railways. This question also forms the subject of item 9 of the outstanding 
list. The occurrence of such delays constitutes one of the gravest defects of 
Railway Administration_in India. 

(f) Special attention is directed to the analysis of the working of branch 
lines contained in paragraphs 247 to 254 of the Report and Annexure 1. 

(g) The Public Accounts Committee' will be disappointed to learn from 
paragraph 275 that the stores accounting on the East Indian Railway is not 
yet as satisfactory as might be desired. Although it will probably be infruc· 
tuous to deal with defects due to the state of affairs existing before the re· 
organisation it is necessary that those occurring after the reorganisation 
should be explained and the Public Accounts Committee should be satisfied 
that proper measures are being taken to remove them. • 

12. COtUilusion.-It is difficult to sum up the results of scrutiny by audit 
of an account of such magnitude and complexity as that of Indian Railways. 
The impression I have formed, however, is that while a real effort has been and 
is being made to secure greater efficiency in control and greater regularity in 
expenditure, the progress in these directions is slow, slower possibly on State-
managed Railways than on Railways managed by Companies. 

32 D2 



33 

APPERDIX B-B. 

Lm-rER FROM A. O. BADENOCH, EsQ., C.I.E., I.C.S., OJ'PG. AUDITOR GBNBBAL 
IN INDIA, TO THE SECBETARY TO THE GoVEBNMENT OJ!' INDIA, E'I:N.ANCB 
DEPARTMENT, No. T.-677-REp./7-33, DATED THE 12TH JULY 1933. 

SUBJECJr.-Appropriation AooountB of Railways in India for the 1J8M' 1931-32 
and the Report of the Diredor of Railway Audit thereon. 

In oontinuation of this office letter No. 214-Rep./7-33, dated the 10th 
July 1933, on the subject noted above, I have the honour to transmit herewith 
two copies of the Review of the Appropriation Accounts of Railways in India 
for 1931·32 prepared by the Financial Commjuioner of Railways. 
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Statement giving pariioaIars of Railway Advertisements ip_~ectJop pith the 
"Hill Station Adveriiling" camP&i&p. durin& 1929-30. furnished by til. 
Railway Department on the 9th llareh i98a With reference to par.rapb· 
3-1tem Bo. 83-01 the Proceedingi of the Pd1tllo AOOObnti CGnunitiee 
relating to the Accounts of 1980-31, Part D. 

Central Publicity BuretJU-
Madras Mail 
The Statesman .. 
The Times of India 

Place of 
pUblication. 

Madras 
Caloutta 
Bombay 

Great Indian Peni1l.81l1a Railway-
The Times of India-Daily Bombay 

Edition. . 

EtIIII lradian Railwag*-
The Statesman .• • . Caloutta 
Engllsbman .• Calcutta 
The Times of India (Weekly) Bombay 
Capite.! • . Calcutta 

lJeJ&gal N agpur Railway-
Madras Mail •• Madras 

Bombay, Baroda aM Oen.trallndia Railway-
The Times of India •• Bombay 

Bombay Chronicle Bombay 

Indian Daily Mail Bombay 

•• 

Inser-
tions. 

2 
1 
I 

7 

6 
6 
4 
2 

5 

3 

2 

2 

Space occupied. 

80 X 2-;-180"', 
154:'. 

4: Columns. 

i Col. full page depth, 
3 " xSl"'· 
3 " x 10'. 
3 " x 10"'. 
3 " xS', 
3 " x 9', 
3 " xS', 

6O"x 3 Col, 
6O"x3 Col. 
32'x2 Col 
20' 

S' 
S' 
12' 
14' 
14' • 

58 Column in. 
120 " 
.92 

48 
32 
56 
30 

" 
" 
" 
" 
" 

• In addition to this, special letter press advertisements were inserted in all thoap. 
papers, N., the "Statesman to, "Bengalee", "Capite.!" and "Commerce" with whom 
this Railway has contract space. Regret particulars of the number of insertions of these 
advertisements and the space taken up by same are not readily available.· . 



Plaoeof 
Publioati<m. 

Nora We8IenI Roilt«Jy-
Himalaya. Journal 
Civil and Military Guette 
Tribune 

Ca.lcutta 
Lahore 
Lahore 
lAhore 
Delhi 
Delhi 

Hindu Herald •• 
HiDdustan Times •• 
Daily Chronicle •• 
Mwilim Outlook 
Daily Gazette .• 

Lahore 
.• Ka.nr.chi 

North WesteJn Railwa.y 

Supplement to the Indian 

8ta.~ Railway JIapsiDe Lahore 

Daily Inqil&b •• 
Daily Siyaaat .• 
Tahzib-i-Niawan 
Nainmg-i-Khiyal 
Slaabab-i-Urdu •• 
Adabi Danya •• 
Daily AI-Am. .• 
AI-KbaliJ 
l:auji O. .. 

00 Labore 
lAhore 
Lahore 

00 Lahore 

• • 

Inser-
tions. 

2 
8 
8 
8 
8 
8 
2 
2 

Space oooupied. 

2 pages. 
159 inches. 
156 .. 
168 " 
1601- " 
162 
24 
24 

•• 

12 Front page. 
paryMtr. 

2 
2 
2 
1 
1 
1 
2 
2 
2 

Half page. 
Half page. 
Full page. 
FoJIpage. 
Full page. 
FoJI page. 
HaHpap. 
Half .... 
Half .... 
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APPENDIX IV. 
Memorandum ~n the earlier preparation of monthly accounts, furnished 

by the Ra.ilway Department on the 7th August 1933 with reference· 
to paragraph 63 of the Proceedings of the Public Accounts Committee 
relating to the Accounts of 1930-31, Part B. 
In paragraph 28 of the Director of Railway Audit's Report on the 

. Appropriation Accounts for 1930-31 certain sUggestions were made for 
the purpose of expcditing the 81lbmission of monthly acoounts, and, at the 
iru,1;ance of the Public Accounts Committee, the Controller of Railway 
Accounts undertook to examine these suggestions. The Committee asked 
for a report this year on the extent to which these suggestions had been 
found feaBible and how far they had achieved the object in view. 

2. The Director of Railway Audit, in consultation with whom the 
Controller of Railway Accounts has been examining the suggestions, found 
it necessary to re-examine the whole question in consultation with his 
subordinate Audit officers. As a consequence, there has been some delay 
and the final views of the Director of Railway Audit were received by the 
Controller of Railway Audit only in the beginning of July. The Controller 
of Rail way Accounts is examining these suggestions and a further report 
on the subject will be submitted to the Public Accounts Committee next 
year. 

• 

• 

38 
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APPDDIX V. 

Jteport on the workinr of the •• Rules for the maintenance of Pricea 
Stores, Lists on State-managed Railways " promulgated with Bailway . 
Board 8 letter JJe. 368818., dated the 22nd September 1931, furnished 
by the Bailway Department on the 7th August 1933 (vide rema.rks 
against item 74 of Appendix I to the Report of the Public A.ccounts 
CJommittee on the A.ccounts of 1930-31, Part II). 

Since the above orders were issued, the desirability of uniform Price 
Lists being maintained on all State-managed Railways was considered by . 
the Railway Board; and it was decided that the East Indian Railway'~ 
new detailed list's of sWres might, with alterations to suit local conditions, 
b(~ advantageously adopted by other State Railways. 

2. The progress made is shown below :-
East Indian Rail.way.-Price and Part lists have been prepared for 

all itellL.~ in stock on this Railway with the exception of 20 per cent. of th~ 
E a 1 class (IJocomotive Parts and Fittings). This exception, it is hoped, 
will be completed by the 15th August 1933. The work has taken about 
three years to complete. . 

A standard description has now been given to each item and, in 
addition, diagrammatic drawings of the fittings have been prepared. 
These drawings make it clear to the indenwrs what items are to be indented 
for and eliminate requisitioning for a wrong fitting. 

Copie~ of all Pri,~e, P'ut lists and Drawings have been forwarded to 
other State Railways to enable them to complete new lists and remodel 
existing ones on the lines of the East Indian Railway procedure. 

Owing to stringency of funds and consequently the difficulty of finding 
additional staff, it was decided w concentrate on the preparation of the 
lists and to postpone the revision of the rates for a short time. Now that 
the preparation of the Lists has been practically completed, revision of 
the rates is in hand.· The rates for two classes of storp-s have been revised 
and issued. Rates for the remaining classes will, it is hoped, be revised 
before the end of this financial year. A procedure has now been introduced 
under which the rate for each item will be examined annuaby and revised 
if necessary. 

lIonthly revisionF' of all items of which new supplies have been 
reeeived during the past month are made whenever necessary. The rate 
of the new supply is compared with the book rate, and if there is an 
appreciable difference bctween the book and new supply rates, average rates 
are struck and issues are then made at the revised rates. This procedure 
enSUl'es that stores are not. issued at out-of-date rates. 

Great Indian Peni·nsula Railway.-A printed Price List has been in 
lt~e on this Railway for many years. which is being recast in conformity 
with the latest procedure introduced on the East Indian Railway. The 
wor]~ is in hand. 

• 
fiJm~t(rn Rp'I1qal Rflt1way.-A dehli1ed report rer.eivf'd from thf' Railway 

fd'I)W~ that Hatisfactory progres~ iR heing madf'. 



North 1-restern Railwa.y.-The preparation of a revised Price List has 
been in hand since 1931. Out of 46 classes, two are not being changed, 
31 have been .revised and brought into use, 8 ariLunderprint and 5 are in 
course of preparation. 

Gtmeral.-A meeting will shortly be held between the Controllers of 
~tores of the State-managed Railways and the Railway Board at which the 
progress made in this work will be reviewed and the further steps to be 
taken considered in the light of the difficulties tha.t have been experienced. 
It is also intended to review this question of up-to-date Price lists every 
year at the meeting of the Controllers of Stores with the Railway Board. 
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APPEImIX VI . 

.. morau4am of doubtful cases of" New Service :, appearing in the ACC01IJlta 
for 1981-82, Inmisbed by the Auditor General on the 29th lune 1933 with 
reference to paragraph 81 of the Report of the Public Accounts Committee 
on the Accounts of 1927-28. 
The following doubtful cases of ' New Service ' are submitted for the con-

sideration of the Public Accounts Committee. 
2. Locomotive Running Shed at Bhusawal.-In May 1929, the Railway 

Board sanctioned an estimate amounting to Rs. 5,25,543 for the provision of 
a Divisional Loco. Repair Shop at Bhusawal. For various reasons the scheme 
was, however, reconsidered and a fresh estimate was sanctioned by the Rail. 
way Board in June 1931 amounting to Rs. 3,50,549 (Rs. 3,50,189 chargeable 
to Capital and Rs. 360 chargeable to Revenue) for additions and alterations to 
the Locomotive Running Shed at the same place. No specific provision of 
funds for either of these works was made in the budgets of these years. While 
sanctioning the latter estimate, the Railway Board stated that, if funds were 
required for the work, they could be made available by the postponement of 
some less urgent work. The Railway Administration finally appropriated 
Rs. 1,91,600 for these additions and alterations and against this amount expen-
diture of Rs. 1,68,943 was incurred during 1931-32. 

3. According to the precedent of Kadu Lake decision mentioned in paragraph 
30 of Volume I of the Public Accounts Committee's Report on the accounts 
for 1928-29, the Director of Railway Audit considered that this project was a 
"new instrument of service". As BOrne expenditure had been incurred in 
1931-32, and as there was then still an opportunity of remedying the defect, 
the Railway Board was requested by the Director of Railway Audit in his 
letter No. D.-6-64, date.d the 26th February 1932, to obtain a supplementary 
vote from the Legislature. In reply to this the Director of Railway Audit 
was informed by the Railway Department in a letter, dated the 3rd March 
1982, that they did not agree that the expenditure referred to could be con-
sidered as a 'new instrument of service'. They, however, left it to the 
Director to bring the matter before the Public Accounts Committee for a 
decision on the subject. 

4. The reasons which led Sir Ernest Burdon to consider th~t the expendi-
ture on this case is on a " new instrument of service" are as follows :-

" The original idea of the Railway Admjnjstration apparently was that 
there should be a Divisional Repair shop at Bhusawal the pur-
pose of which would be to carry out repairs to Locomotives or 
Etock which would otherwise have to be carried out in the main 
shops at Bombay. The advantage would be that the repairs 
would be executed more expeditiously on the spot than in the 
larger shops in Bombay where practically all the major repair 
work of the line is done. The additions to the Locomotive 
Running Shed constitute merely a less expensive method of 
doing, in part at least, what was to be done by the Uivisional 
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Repair shop. To a eenain ··extent there is an additional service, 
as the repair facilities in Bhusawal must to some extent be 
additional to thoaeexistirig at Bombay. The caM· is M .... 
with the Xadu Lake decision mentioned above and is oovered 
by that decision, the effect of which is really to make every 
substantial capital outlay on improving existing services & 
, new service 'or a ' new instrument of service " if there has been 
no provision for this capital outlay in the budg~t. Judg~ ~ 
the light of this decision, the expenditure on the additions to the 
Running Shed at Bhusawal is a ' new instrument of service '." 

5. These 1,-'lews were communicated to the Railway Department (Railway 
Board) but were not accepted by them. The reasons which led them to 
hold a contrary view were explained in their letter to the Auditor General, 
No. 1669-B., dated the 4th January 1933, as follows :-

" The main reasons for the Government of India holding that the expen-
diture on the Locomotive Running Shed at Bhusawal is not & 
new service is that it is only one of the innwnerable cases in which 
railways have to incur from day to day additional capital expen-
diture in order to d&al with the necessities of traffic. The work 
consisted only of additions to an existing Locomotive Running 
shed in order to provide for adequate maintenance facilities at . 
Bhusawal Depot where it was considered a breakdown would be 
a most serious matter. Funds could not be provided for the 
more ambitious scheme, which was originally sanctioned by the 
Board in 1929, and consequently it was decided on the represen-
tation of the Agent to make the minimum improvements in the 
maintenance facilities of the Depot necessary to enable Bhusawal 
adequately to handle its day-to-day engine maintenance, and the 
money was provided by reappropriation within the sanctioned 
budget. The Railway Board are of opinion that such minor 
improvements should not be considered as a new service." . 

The necessity and urgency of the work mentioned by the Railway Department 
are not open to dispute but, in the opinion of Sir Ernest Burdon, emergency 
is no argument relevant to the question whether the work constituted a 'new 
IIel'Vice' and QD which the views expressed by him in paragraph 4 above re-
main unmodified. 

6. Installation of wireless sets on Railways.-The Government of India 
(Railway De~t) sanctioned the installation of four wireless sets, one on 
the Great Indian Peninsula at Bombay, two on the North Western at Delhi 
and Lahore, and one- Em the FASt Indian at Calcutta. The total estimated 
cost of th~ installations is Rs. 1,43,310 (Bombay Ra. 34,597, Delhi 
lls· 31,596, Lahore Ra. 30,42(j and Calcutta Re. 46,692) and the following 
expenditure was incurred on them in 1931*32 for which no specific provision 
... made in the badget-

Bombay (GNat Indian Peninsula Railway) •• 
(\Ucutta fEast Indian Railway) •• •• 

He. 
•• 26,298 
•• 28.415 
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It is considered that these installations iRwlve a }orm of service whIch, as 
applied to Railways, iA entirely new. The expenditure therefore appears ta· 
come within the scope of rule 50 (1) (ii) of the Indian Legislative Rules and 
must be regnlarised ex post fa¢J by the I~w.re in the manner reeomme:adeci 
by the Public Accounts Co~ttee in paragraph 29 of their Report on the 
accounts of 1930-31, Part II-Railway Accounts {Government of India, 
Finance Department, letter No. F. XV-1-Ex.II/32, dated the 12th December 
1932). 

7. This view has not however been aCcepted by the Railway Department 
and the reasons which led them to a different conclusion have been explained 
in their letter to Director of Railway Audit, No. 1821-B., dated the 4th May 
1933, reproduced below:-

"The reasons which led the Government of India to arrive at the 
decision that the installation of wireless sets mentioned in the 
draft paragraph was not a ' new service' are as follows. What 
is new about the installation of these sets is not that R~ilway8 
should not have their own telegraphic or telephonic service-
for they have always had, and from time to time extended, such 
a service-but that this extension of the service is a wireless and 
not a wired extension. Though there were special reasons of 
an emergency character which led them to make the extension 
in this form at the particular moment, they could not draw 
any real distinction between a change over from wired 
to wireless telegraphic communication and any other improve-
ment due to modern invention, for example, the change to super-
heated locomotives. Even apart from this, the 'emergency' 
provision which the Government include as the result of a re--
commendation of the Public Accounts Committee, was specific3.11y 
designed to avoid the necessity for asking for a supplementary 
grant when the chances of the year threw expenditure on Railways 
which could not be foreseen at the time of budgeting. " 

8. As almost every new alteration or improvement follows from some 
scientific discovery, the first argument employed by the Railway Board could 
be used to explain away many case..~ of ' New Service' (e.g., the electrification 
of a railway). I consider that a change from" wired " to "wireless '0 com-
munication involves a most important alteration in character of an existing 
facility even if it does not constitu~ the adoption of a new policy; and in 
general constitutional practice I believe that important modifications in 
character of existing facilities are considered as introducing a ' new service '. 

9. The argument of the Railway Department relating to the" emergency 
provision" raises certain important questions. The recommendation of the 
Public Accounts Committee was as follows :-

"We take this opportunity of suggesting that individual items in the 
demands for grants presented to the Assembly should not contain 
a margin for emergent expenditure of this character, and that, 
at! a corollary to this, a specific but reasonable reserve provision 
might be made therein to meet such expend itllre." • 
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I can confidently assume ":Jlat it was not the intention of the Publio Aooounta 
Committee that the existence of an emergency provision could be used to dia-
eount any objection in audit to unforeseen expenditure &8 having been incurred 
GIl a 'New Service'. Only such unforeseen expenditure can legitimately be 
covered by this provision &8 is declared, before it is inouaed, to be so urgent 
that it cannot be postponed until a vote of the Legislature is obtained. The 
existence of the reserve cannot affect expenditure that is not in fact met from 
it and failure to obtain a vote of the Legislature cannot be excused by a state-
ment that the expenditure might have been met from the emergency provision. 
Further it is doubtful whether the Public Accounts Committee ever intended 
to give the executive Government a free hand to incur expenditure on a 
'new service' through this emergency provision. 

10. General.-In this connection it has been brought to my notice by the 
Director of Railway Audit that quite irrespective of the intrinsic difficulty of 
distinguishing clearly in many instances whether a new service not provided for 
in the budget of the year is, or is not, involved in a particular item of expendi-
ture, it does not appear generally to be appreciated by officers in the Railway 
administration that, if such a ' new service' is concerned, funds must be speci-
fically proyided (either in full or in token) by the Legislature itself and that a 
mere reappropriation of savings for the purpOSP. does not satisfy the require-
ments of the law. 
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APPENDIX VU. 
Statement of the actual action taken by Government on the proposals for 

retrenchment made by Mr. A. C. Badenoch, C.LE., LC.8., in his report 
dated the 26th April 1932, furnished by the Finance Department on the 
26th luly 1933 with reference to paragraph 13 (iii) of the RePOrt of the . 
Public Accounts Committee on the Accounts of 1930-31, Part D. 
1. The proposals for retrenchment made by Mr. A. C. Badenoch, C.I.E., 

I.C.S., in his report, dated the 26th April 1932 on the Limitation of Audit and 
Retrenchment in the Railway Audit Department were discussed in a Conference 
of representatives of the Finance and Railway Departments and the Auditor 
General. The proposals relating to the limitation of test audit were generally 
accepted subject to any modification of detail which closer examination proved 
to be necessary. The propo..'mls regarding retrenchments were also accepted 
in toto. The latter proposals involve the following changes in the Gazetted 
posts :-

(i) Conversion of-
(a) The Class I posts of Deputy Director of Railway Audit and Deputy 

Chief Auditor, North Western'Railway, into Class II posts of the 
General List ; 

(b) The posts of Chief Auditor, Clearing Accounts Office, and Chief 
Auditor, Eastern Bengal Railway, which are posts in Class II of 
Accountants General, into posts of ClaS3 I of the General List; 

(c) The Class II posts of Deputy Government Examiner, Assam-Bengal 
Railway, and Deputy Government Examiner, Madras and 
Southern Mahratta Railway, into posts of Assistant Audit Officers ; 

and (ii) The abolition of-
(a) The Class I post of Deputy Chief Auditor, East Indian Railway; 
(b) The Class II post in the office of the Chief Auditor, Clearing Accounts 

Office, which is now unfilled and one Class II post in the number 
of leave reserve in the Indian Audit and Accounts Service; and 

(c) One permanent post of Assistant Audit Officer in the office of the 
Deputy Chief Auditor, Burma Railways, and three temporary 
posts-one in each of the offices of the Director of Railway Audit 
and the Chief Auditors, North Western and Great Indian Pen-
insula Railways. The total efiect of these proposals is as 
follows :-

Reduotions ... 

lDoreaaee 
Netreault 

II189FiDD 

... ... 
• 0 

• o . ... 

Accountants 
General. Class I. 

2 3 

2 
-2 -1 

Assistant 
class II. Accounts 

Officers. 
3+1 4: 

(leave reserve) (3 temporary)' 
2 2 

-2 -2 
(temporal]') 

• E. ' 
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2. The proposals have been approved by the Government of India and the 
8ecretary of State. It has also been decided that the selection grade poBbt dl 
Accountants Gt>neral and Class I proposed to be reduced should. be held in 
abeyance as administrative considerations render this possible and be actuany 
abolished formalIy on the occurrence of permanent \~a.ca.ncies in the grades of 
Accountants General and Class I after 1st September 1933. As regards the 
disposal of officers of the Indian Audit and Account~ Service rendered surplus 
in consequence of these retrenchments it has been decided that primarily reduo-
tions should be effected by absorption in vacancies occurring in the non:na.l 
course, it being, however, open to the Auditor General to propose discharges on 
the principles already accepted by the Government of India if circumstances 
make this a convenient and economical course to follow. 

3. According to the agreement reached in the Conference, the post of Chief 
Auditor, Railway Clearing Accounts, has been down-graded from 19th March 
1933. It has also been possible to down-grade the post of Deputy Chief Auditor, 

. North Western Railway, from 1st April 1933. As regards other selection grade 
posts, it has been decided that the posts of Chief Auditor, Eastern Bengal 
Railway, and Deputy Director of Railway Audit should continue until the 
beginning of the cold weather of 1933 and that the remaining Class I post of 
Deputy Chief Auditor, East Indian Railway~ should be reduced at any rate in 
connection with the changes consequent on the postings for the cold weather 
of 1933-34. 

4. The total effect of retrenchments, so far as they relate to the 
gazetted staft in the Railway Audit Department, is as follows :-

non-

Upper Lower 
Division Division 
~erks ~erks 

Senior Junior (including (including 
Auditors. Auditors. clerks on clerks on 

fixed pay fixed pay 
of RB. 100 below Be. 

or Re. 110). 100). 
7 8 41 12 

27 
• 

-7 -8 --41 +15 

8tenOw 
grap ..... 

1 

-1. 

, 5. The total annual average savings from the retrenchment measures u 
estimated in Mr. Badenoch's report are Re. 2,63,784. 

tt ft has also been accepted that, as Company Railway Accounts form 
part of Government Accounts in the same way as State Railway Accounts, 
the same degree of audit must be applied to Company Railway transactioDl. 
It .... accordingly been decided to make the extended Audit Scheme perm&l1ent~ 

7. With reference to the remarks of the Public ACCOlUlts Committee tMt 
tl1e BOOpe for retrenchment in Rsitway Audit is limited and t~, in ""'(Jf 
the volume and complexity of Railway transactions, any drastic attempt at 
retrenchJpent might involve risks, which could not be lightly undertaken, the 
Auditor General has satisfied himself that the acceptance of the pro~'­
not involvea.ny undue risk but if, in course of time. it ill found that there ia 
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actual and serious I~ss of efficiency due to the reduction of the higher posts, he 
will address the Government of India and submit such proposals as circum-
stances may suggest. 

8. In order to consider the possibility of effecting further economies, it . 
was also agreed in the Conference-

(1) that the question of reducing the status of the Chief Auditors, North 
Western Railway, Great Indian Peninsula Ra.ilway and East 
IndIan Railway, to that of Class I of the Indian Audit and 
Accounts Service may be revived later, if conditions under the 
new constitution suggest the reopening of the question; 

(2) and that the Class I post of Deputy Government Examiner, Bengal 
Nagpur Railway, should be continued as a temporary post for 
one year only and its reduction to Class II status be considered. 
at the end of that period. 

• 

48 
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APPENDIX vm. 
IDstractiOllS iIsued to Bailw., Administrations OIl the Appropriation Aoooaai1J 

of Bailw.,. in India for 1931-82 and the Report of the Director of Railway 
Audit 

Letter from the Railway Department (Railway Board), w the Agents of variou. 
Railways, No. 1728-B., dated the 7th August 1933. 

I am directed to draw your attention to the Appropriation Accounts of 
Railways in India for 1931-32, and to the Report of the Director of Railway 
Audit thereon as well as to the Auditor General's remarks, a copy of which is 
enclosed for your information. 

2. The Railway Board are glad to note that in the opinion of the Director of 
Railway Audit, increased interest and activity has been noticeable on most 
railways in the matter of the control of expenditure. They trust that both the 
Administrative and Accounts Officers will devote careful attention to this in 
order to improve the detailed machinery for 'such control. 

3. Among the various points that the Director of Railway Audit has 
brought to notice in his Report, all of which deserve careful study, the Board 
desire to mention a few to which they consider special attention might be 
profitably directed. 

Paragraph 24.-The Board note with concern the increase in the cases of 
defective budgeting and misclassifications brought out in this paragraph, and 
hope that as a result of the instructions given in paragraph 3 of this office letter* 
No. 1728-B., dated 29th August 1932, the position will show an improvement in 
the Accounts of 1932-33. 

Paragraph 32.-Limiting expenditure to allotments.-On the question of 
Railway administrations limiting "expenditure to the reduced allotments sanc-
tioned by the Railway Board, instructiolls were issued in this office letter 
No. 1692-B., dated the 16th December 193:2. The Board trust that steps have 
been tnken to provide that expenditure is limited to the amounts allotted and 
distributed by the Board in their Budget Orders. • 

Paragraph 33 (b); ReasO'nsfor reappropriations.-The Board commend the 
suggestion made by the Director of Railway Audit in this paragraph. It 
would greatly facilitate and expedite the preparation of the Appropriation 
Accounts if reasons are recorded at the time of making reappropriaticns. 

, Paragraph8104-1NJ.-Doobtjulinvesftments.-In these paragraphs a 
number of instances of apparently infructuous expenditure haye been given. 
In this connection attention is invited to the instructions already issued in this 
office letter No. 33/256-8., dated 8th July 1933, in which it has been laid down 
that before any substantial changes in methods, designs, materials, plant and 
equipment are introduced on a large scale, a preliminary inYestigation, or 
experiment on a small scale, should be carried out in order to make certain that 
the changes proposed are reasonably likely to be successful. • 

• Appendix XVI to the R.epol't of the Public Accounts Committee on the Aocountl of 
1930.31, Part II. 
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Paragraphs 128-139.-C0ftI#act8.-The new Contract Rules contained in 

the Revised State Railway Code (recently issued) prescribe the procedure to 
he adopted by railway administra.tions in regard to the giving out of contracts 
and altering them. The instances cited in paragraphs 131-135, however, point 
to the desirability of railway administrations reviewing, wherever possible, all 

. long term contracta and contracts of indefinite duration with a view to revising 
them to the Railway's advantage in view of the present day economic condi-
tions. 

Paragraphs 161-168.-Purchase of Stores.-In this office letters· No. 1728-
B., dated 29th August 1932 and 10th November 1932, it has already been stated 
that purchases are to be restricted to urgent requirementa and that it should be 
made clear that Controllers of Stores are expected to take every possible step to 
avoid the unnecessary purchase of stores. No doubt in some of the cases men-
tioned by the Director of Railway Audit, it was not possible to utilise the 
material owing to the present financial stringency, but there are others which 
call for a strict adherence to the principles enunciated above. 

Paragraph 180.-The suggestion contained in this paragraph is commended 
for your consideration. Attention is invited in this connection to the provi-
sions contained in paragraph 247 of the State Railway Open Line Code, Volume 
IT, which is reproduced below :-

"Cashiers, Pay Masters, Pay Clerks, Sub-storekeepers and Depot Store-
keepers, holding direct charge of stores, whether appointed perma-
nently or temporarily, must furnish security under the general 
rules contained in the following paragraphs, the amount being 
regulated according to circumstances and local custom in each 
case under the sanction of the Manager. Lower subordinates 
and all traffic subordinates entrusted with the custody of cash or 
stores may be required to furnish security at the option of the 
Manager, who shall determine whether the amount shall be paid 
in lump sum or by deductions' from salary." 

Paragraph 182.-LoS8eS of Siore8.-The defects which rendered it possible 
for the theft mentioned in this paragraph to be committed should be guarded 
against. 

Paragraph 185. ___ Security Deposits.-The action taken by the Bombay, 
Baroda and Central India Railway in regard to security deposits from certain 
categories of temporary employees is commended for your consideration. 

Pamgraph8188-. 198.-Apportionment of eamings.-The Board note with 
concern the numerous cases of wrong apportionment between working and 
worked lines. They agree with the Director of Railway Audit's criticism in this 
~, and trust that necessary steps have been taken by all railway adminis-
~tiOD8 to prevent the recurrence of such mistakes in future. 

Paragraphs 216-228.-Residential Buililing8.-The reviEed Rent Rules 
referred to in paragraph 228 have already been issued as one of the Sections of 

• 
~~~ .. XVI and XXI to the Report of the Public Aocountl CODlJlUttee on the Ac-__ .~l880-3J.P&rt II. 
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the Revised State Railway Code. The Board are aware that railway ad .. 
ministration!:l appreciate the importance of the considerations brought to notice 
in this paragraph and are trying their best to secure an adequate return on the 
capital invested in houses, etc. 

Paragraphs 230-238.-Inspections.-You have already been r~uested in . 
this office letter* No. 1728-B., dated 29th August 1932, to impress on all your 
Accounts and Administrative Officers the necessity of inspections and parti-
cularly an occasional inspection of the various Executive offices. 

Paragraphs 239-245.-Inter-Railway Settlements.-The Railway Board 
have been informed that steps are being taken by railway administrations to 
speed up an agreement on all outstanding cases of inter-railway settlements, 
and they hope that the agreements in all these cases will be executed without 
delay. 

• Appendices XVI and XXI to the Report of the Public Accouuts Committee on the 
Accounts of 1930-31, Part II. 

• 

• 
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APPENDIX IX . 

.. moranc1um on the CoIli817 Accounts furnjshed by the Railway Department 
on the 24th October 1938. 

The accounts of Railway Collieries were presented in a commercial form for 
the first time with reference to the accounts of the vear 1930-31. The Public 
Accounts Committee which examined these accounts: while approving generally 
the form of the Commercial accounts adopted, desired that the accounts should 
be amplified and notes and explanations given, where necessary, as to how the 
figures relating to the assets given therein were arrived at, and so forth. An 
Assistant Accounts Officer was accordingly placed on special duty a few months 
ago in order to overhaul the accounts of State Railway Collieries generally, 
and also to examine certain cognate matters relating to budgeting arrange-
ments, the sinking and depreciation funds, cost of production, etc. His reports 
which deal largely with matters of detail have disclosed certain mistakes which 
have 'bt-en set right. Generally speaking, these mistakes, however, are not so 
serious as materially to vitiate the cost of production figures in the past. 

2. The more important of these items are set out below :-
(a) The records of Capital Expenditure will in future be maintained in 

more detail to facilitate the preparation of the Balance Sheet and other returns 
in the detail required by the Public Accounts Committee. 

(b) Some of the figures in the accounts were taken from statements received 
from the Colliery Managers and not from figures verified by the Accounts 
Office. It has now been decided to build up the accounts from vouchers checked 
in the Accounts Office. 

(c) Certain items of expenditure, e.g., interest, provident fund bonus, 
gratuities, repairs to colliery sidings, etc., were being generally exhibited in the 
working accounts of the collieries only pro forma without being included in the 
issue price of coal, the corresponding credit entry in the working account 
being shown as a pro forma J08S. It has now been decided to adjust them by 
debit to the working account so as to include them in determining the issue 
price of coal. 

(d) A sum of Rs. 6 lakhs odd representing Capital Expenditure of Giridih 
Colliery prior to 1880 was not previously included in the balance sheet. This 
has now been done. 

(e) For the purpose of the pro fonna entries interest was being calculated 
in the case of Giridih Colliery at 5t per cent. on the assets, whereas it ought 
to have been charged at 3· 3 per cent. on capital expenditure incurred up to 
March 1917 and at the average rate in respect of subsequent expenditure. 

(f) Certain supervision charges in respect of stores supplied to Collieries 
from railway depots had not been debited to Collieries. These will now be 
added on and reflected in the issue price of coal. 

• (9) Proper cost accounts will now be maintained for the Power House 
attached to certain Collieries. 
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(h) The present procedure (\YJUch i& not utilform) of bringing to account the 

unliquidated liabilities of a year' in the accounts of the year is being revised. 
The procedure of exhibiting the opening and closing balances of stock of coal 
and the rate at which they are to be shown are also being examined. 
. 3. At present, no contribqtiOO8 are made to the Depreciation Fund in 
respect of assets of collieries. On the other hand, the assets are written down 
every year through a sinking fund adjustment at a flat rate of so much 
per ton based on the capital outlay and the estimated deposits under-ground, 
This arrangement is not quite satisfactory because it does not emure that the 
.cost of machinery and heavy plant is written off within their life time. As $ 
consequence, with every addition or replacement of machinery and plant; 
capital expenditure goes on progressively increasing with the result that the 
sinking fund rates per ton ha v'e to be increased from time to time. In future it is 
proposed to separate the contributions for depreciation and sinking funds, the 
former being confined only to certain large items of machinery and plant and 
being so calculated as to charge off the whole cost of the asset to the working ac-
count before the expiry of its normal life-time, and the latter providing for the 
gradual extinction, within a reasonable time not exceeding the estimated life of 
the mine, of all other capital expenditu.re, less residuary value of the mine and 
plant, if any. The contribution for depreciation, however, will not be accumu-
lated in a fund but used to write down the assets from year to year. A period-
ical review' will also be made of the adequacy of the sinking fund contribu-
tion, say, every 5 years, though it is hoped that if the estimate in the first 
instance is made on a conservative basis, it may not be n~y materially 
to vary the sinking fund rate per ton from time to time. The sufficiency or 
otherwise of the existing sinking fund rates in respect of certain collieries is 
separately under examination. 

4. Many of the corrections necessitated by the overhaul of accounta 
referred to above have been carried out in the printed balance sheets, etc., of 
Collieries for 1932-33 presented to the Public Accounts Committee, while other 
points are, as explained above, under c.Jnsideration. Suitable explanatory 
notes have also been given, where nece~ry, in the balance sheets and other 
returns for 1931-32 . 

• 
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APPENDIX X. 

lItIemora.ndum by the B.ailway Board on the Fraud Case in the North-
Western Railway Workshops reported in paragraph 233 of the . 
Director of Railway Audit's Appropriation Report for 1931-82· 
(vide Paragra.ph 29 ot the Proceeding:: in this Part-page 18). . 

When the frauds came to light in 1930, the defects in procedure were 
immediately set right and the following changes introduced :-

(a) All muster rolls received from the Time Office for comple-
tion in the 'Vorkshops Aecou11ts Branch now bear on each· 
page in ink the total of the time shown on that page and 
also the signature of the Head Time Keeper. 

(b) 

(c) 

(d) 

(e) 

(I) 

(g) 

In the Accounts Office the amounts filled in by one clerk are 
checked by ::mothi~r. alln. this check embraces not only the 
details against each man but the money totals on each 
page and the summary. 

Accounts clerks employed on filling in the money columns 
and on checking them are not employed on paying the 
relative bills. For this purpose a register. has been 
opened showing the names of the clerks compiling and 
checking each mnster roll and the mime of the clerk 
selected for paying the muster roll. 

The sub-heads check the totals in respect of 20 per cent. of 
the pages in each nm8ter roll and some individual entries 
in addition to checking the summary completely. The 
check by the Aecountant has also been made closer. 

The Section Officer, aft.er receiving all the month's muster 
rolls checks j per cent. of the page totals, 10 per cent. of 
the summaries and 10 per cent. of the analyses showing the 
amounts remaining unpaid. 

Arrangements have also been made for the systematic com-
parison of the total of each muster roll witp the total of 
the corresponding muster roll for the previous month. 

It has also been arranged that. no checking clerk should take 
the assistance of any other clerk without the written orders 
of the sub-head, and if such assistance is given, the name 
of the assisting clerk should also be. entered along with 
that of the compiler in the register prescribed. See 
(c) above. 

(k) The question of improving the existing reconciliatiun between 
the totals of the muster rolls and the totals of the job carda 
is under active considcratioJl_ 

2. The previous procedure which had been in force for a long period 
was faulty mainly inasmuch as it did not necessarily ensure that the 
SJme person who cal('ulated the amounts payable did not also check them 
and make payments according to them. 
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3 . .AI!, regards disciplinary action, it has been decided not to punish 
the sub-heads, since the inyestigation made by the Chief Accounts 
Officer has disclosed that, under the long standing procedure, the sub-
heads were fUJi required to check the page totals of the muster rolls. As 

. regards the Accountants, one of the Acconntants is now working in the 
Audit Department and the Director of Railway Audit has stopped his 
increment for one year. 'rhe other two Accountants who are still in 
the Accounts Department, were in-charge, however, for short periods, 
and it has been decided t.hat thc increment of one shOlllrl he withheld for 
a period of six months and a sum of Rs. 90 should be deducted from 

. the gratuity of th~ other. As regards the gazetted officers, the Chief 
Accounts Officer has recommended that, in yiew of the fact that the 
procedure was of long standing Rnd in view of the very heavy work 
which fell to the lot of the Workshops Accounts Officers in the days 
when the frauds took place, no disciplinary action should be taken 
against the gazetted officers concerned. The Controller of Railway 
Accounts has endorsed the Chief ACC0l111ts Officer '8 views and the 
Financial Commissioner has accepted diem particularly in view of the 
practical impossibility of appot'~ioning responsibility at this distance of 
time and of the fact that there were five different officers-in-charge 
during the period of less than three years covered by the frauds. 

4. The proposal made by the Direetor of Railway Audit that work-
shop staff should in future be paid by the Cashier '8 staff instead of by 
the staff of the Accounts Department hus been carefully considered but 
it is likely to cost Government much more than at present since it 
would be either necessary to make payment.s during the workshop 
hours. thus causing hea'Vy 10SR in workmen '8 time or to make other ex-
pensive arrangements to make payment~ ill the workshops as at present 
in a couple of days after workshop hours. Moreover. the proposed re-
form is unnecessary so long as it is emmred that the clerks making the 
actual paymentfo; are not the same as those who have had anything to 
do with th~ cflmpilation of the pRrtic·ul:.tT mURter rolls and that the 
totals on the mnster rolls are checked independently. 

5. As regards the delay in taking disciplinary action, time was lost 
between February 1930 and January ]931 in the belief that thl? depart-
mental investigations might prejndief' the enquiries which the Police 
were then making. The nature of the frauds necessitated an elaborate 
re-examination of the payments in the entire workshops for a fairly 
long period ; and this examination was mRde by the Police in consulta-
tion with t11e Chief. AccOlmts Officer. In January 1931, the case went 
before the :\lagistrate and the trial went on till the end of that year, 
judgment being delivered on the 23rd January 1932. The clerk then 
appealed against the Magistrate's judgment and the final judgment of 
the High Court was delivered only on the 2nd of December 1932. 
During all this period, from the beginning of 1931, the relevant records 
were all filed in the Court and no action could be taken bv the Chief 
Accounts Officer until the recorJs had been returned by~ the mgh 
Court. The records were received hack from the High Court only in 
March last and the Chief Accounts Officer who was new to the ease had 
to go through the voluminous recordR~ make certain further investiga-
tions, obtain the supplementary explanations of the staff concemed iD 
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regard to matters arising out of this further investigation and again r6-
examine certain questions arising out of such explanations before he 
could submit his report to the Controller of Railway Accounts. The 
magnitude of the work he had to do can be judged from the fact that 
this report, together with its accompaniments, covers over 169 pages of . 
typewritten foolsc&p matter. 

6. It will be seen from the above that the delay in taking discipli-
nary action was primarily due to the decision taken by the Chief 
Accounts Officer (in consultation with the Police) not to take any 
departmental proceedings until the prosecution had been started. 
Instructions have now been issued that in such cases the fact that 
criminal proceedings may be, or have been, instituted should not stand 
in the way of departmental proceedings being undertaken and C9D· 
eluded as expeditiously as possjble. 

• 

58 • 
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APPENDIX XI. 

Memorandum regaTding reoovery of cost of sbne supplied to a contractor~ 
fumished by the Railway DepaTtment on the 6th Ma~ch 1934 wit~ refer-
ence to paTa~ph 26 o! the PlOoee!ling.1 in this PaTt-pa~~ 18. 

In paragraph 138 of his Appropriation Report for 1931-32, the Director 
of Railway Audit commented on a case in which the North 'Vest ern Railway, 
after deducting from a contractor the cost of stone supplied by the Railway 
administration at the agreed rate on the basis of the usual method of truck 
measurements, accepted later on, without taking legal advice, the contractor's 
plea that the recovery should have been based on measurements of finished 
pitching and not of loose stone in trucks, and refunded a sum of Rs. 11,009 
to the cohtractor. It was explained by the Financial Commissioner of Rail-
ways that the Railway Board had informed the North 'Vestern Railway that 
in their opinion the Chief Engineer should have consulted the Chief Accounts 
Officer and taken legal ad·vice as to the proper construction of the clause in the 
contract before accepting the contractor's contention and making the pay-
ment. . 

The Public Accounts Committee expressed the desire that the Railway 
Board should obtain legal opinion on the point in dispute, and whether it 
could be held that the amount was not payable under the contract and, in 
that case, whether a successful attempt could be made to recover it now from 
the contractor; that, Government have been advised that, in the Railway's 
letter undertaking, if so requested by the contractors, to supply stone required 
for pitching, the provision regarding the supply of the stone in question is 
loosely worded, and in the absence of any correspondence or interview showing 
a different intention the wording of the letter would be held to mean that the 
price of stone to be recovered from the contractor had to be based on the amount 
of stone delivered on rail in the construction yard in accordance with the usual 
practice and not on the amount of stone in the 'finished pitching' on the 
work, which might be considerably less. They have been further advised that 
the contractor would not be held liable to repay the amount already paid if 
sued therefor in a court of law. • 

In the circumstances, no action can be taken to recov-er the amount from 
the contractor, but a circular letter (Annexure) has been issued to all railway 
administrations drawing their attention to the lesson to be learnt from this 
case. 
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IDsmlotions issued to BailWQ' Adrnjniatrations regaMing the drawing up of 
contra. anel the tnaJring of paJD18I1is in OODD.ection tilerewiUl. 

Letter from the. Railway De.partment (Railway Boord) to the Agents of various 
Rm:z.ways, No. ISI8-B., dated the 5th March 1934. 

I am directed to invite your attention to the case reported in paragraph 
138 of the Director of Railway Audit's Appropriation Report for 1931-32 and 
to state that the Government of India have now been advised that in the Rail-
way's letter undertaking, if so requested by thc contractor, to supply stone • 
required for pit.ching, the provision regarding the supply of stone, though 
loosely worded, would be held to mean that the price of stone to be recovered 
from the contractor had to be based on the amount of stone delivered on rail 
in the construction yard in accordance with the usual practice and not on the 
amount of stone in the 'finished pitching , on the work. The Government 
af India are further advised that the contractors would not be held liable to 
repay the amount already paid to them if sued therefor in a C~urt of Law noW. 
The case has thus resulted in an extra expenditure to Government which 
would have been avoided (i) if the wording in the Railway's letter undertaking 
to supply stone had been precise 80 as to convey the exact intentions of the 
Railway, and (ii) if legal opinion had been taken before payment was made. 

2. General instructions have already been issued regarding the care to 
be exercised in the drawing up of contracts and in making payments which 
are not strictly covered by the terms of contracts. Attention is specially 
drawn to rules 17 and 46 of the Chapter on contracts in the revised edition 
of the State Railway Code and to the observations on sections E, F and G 
made in the Railway Department's Circular letter No. 1728-B., dated the 29th 
August 1932 (Appendix XVI to the Public Accounts Committee's Report 
on the Accounts of 1930-31, Part TI). The Railway Board desire that steps 
should be taken specially now to impress on all the officers concerned in the 
drawing up of contracts and the making of payments in connection therewith, 
the desirability of taking great care to see that the terms of contracts are as 
accurately worded as possible. Payments which are not exactly covered by 
the terms of the {'-O'ltra.cts should not be made without a thorough examina .. 
tion, and consult&tioll with the fina.ncial and legal B.dvisers of the railwaya 
wherever necessary. 

• 
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APPEllDIX XU. 

Jlbte on the Report by the Director of Bailway Audit on the flnatleial results 01 the 
BombaY. EleetriftCaiion schemes, lumished by the KailwaJ Boari on the 
!3rd Mareb 1tKM with reference to paragraph 14 of the Report of tile PaWc . 
Aceoants Commiitee, on the Accounts of 1&30-31, Part u. 
The attached report of the Director of Railway Audit on the financial 

results of the electrification schemes on the Great Indian Peninsula and the 
Bombay, Baroda and Central India Railways (Annexure) has been prepa.r~ 
in accordance with the desire expressed by the Public Accounts Committee. It 
has been drawn up ,by him. in consultation with the railway aiJmjnistratioos 
concerned who accept the correctneSs of the financial results shown in it. ~ 
accepting his facts and conclusions the Railway Board desire to stress another 
aspect of the question. 

2. In the first place, the Board wish to draw particular attention to the fact 
that the position as envisaged when the schemes were taken up was so different 
from the position that was actually in existen~e when they were completed that 
it is extraordinarily difficult, not only to make but to draw any useful COflClu-
sions from comparisons of final results with original anticipations. From a 
practical point of view they consider' that the important point is to as-
certain how much Railways can reasonably be said to have saved by electrifi-
cation and what percentage these savings bear to the additional expenditure 
incurred. Taking the figures in the report it will appear that the percentage of 
net savings on the net outlay is as follows:-

1930-31 
G. I. P. B. B. & C. I. 
4·80~ 6'26~ 

1931-32 5·37~ 8·28~ 

As they stand, these figures may be considered to be satisfactory. 
3. These percentages have however been worked out after taking the net 

outlay as equivalent to the gross outlay reduced by the cost of steam stock 
released because of the electrification and also by the extra steam outlay that 
would have been required for increased traffic if no electrification had been 

. carried ou I. This last is problematical. Increased traffic has not materialised 
to the extent that was anticipated and it is possible that some part of this 
estimated saving should be neglected. If the whole of it is neglec ed the 
percentage will be as follows :-

G. I. P. B. B. & C. I. 
, 1930-31 3'12~ 1·29~ 

1931-32 3'580/0 2'22~ 

4. The real percentage of net savings for each railway probably lies between 
the figures in the last two paragraphs and, in all probability, more near the 
former than the latter. In both cases it is reasonably certain that extra outlay 
would have been necessary in any case even if electrification had not been 
introduced, in order to improve the capacity of the line, though it is'ttot now 
possible to state with any degree of accuracy the number of additional steam 

H189Find 11' 
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locom.otives which it would have been necesaary to purchase immediately. In 
the case of the Bombay, Baroda and Central India Railway, for example, it 
would have been necessary in the absence of electrification to quadruple the 
line and the cost of this would have been so high &8 to be prohibitive. It has 
been estimated that though the additional expenditure for additional steam. 
stock would not all have been spent at once and some portion of it could have 
been deferred until the full increase in traffic was in sight, land for additional 
track facilities required for steam. working would certainly have been required at 
on(''& and the cost would not have been less than a crore ofim.m.ediate expenditure 
and might have been considerably more. There would also have been a consider-
able expenditure necessary on the renewal of the existing stock. The estimate, 
therefore, of expenditure avoided by electrification is more likely to be an 
under than an over estimate. 

5. A large part of the difference between the estimated savings and actual 
savings on the Bombay, Baroda and Central India Railway is due to the fact 
that some drivers are being continued as motormen on higher rates of pay than 
they were expected to have to be paid. It is understood that this matter is 
nceiving the attention of the a4m in istration and active steps are being taken 
to set the position right as soon as possible . 

... -
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"ADEXOBB m APPEImIX m. 

ftwaaiaJ nlllltB" 01 the electrifleation 01 the Bomba, BailwaJ8. 

~" 

INTRODUCTION. 

1. In their report on the accounts for 1929-30, the Public Accounts. 
Committee emphasised the desirability of obtaining an accurate picture of 
the financial effects of electrification on the various railways. They recom-
mended that the question should be scientifically studied by the Railway 
Board. In a memorandum submitted by the Railway Board to the Publio 
Aocounts Committee of 1930-31 (Appendix VI to the report of the P. A. C., 
Volume I, Part II, page 65), the Railway Board came to the conclusion that 
until conditions of traffic approximated more closely to those postulated by 
the estimates, any fair comparison was i1p.possible. The Board added that 
it would be in a better position to judge the results of electrification in India 
after a study of the report of the main line electrification of the London and 
North Eastern Railway and of the German State Railways. Meanwhile 
the Director of Railway Audit had made a rough attempt to compare the 
results of electrification with the estimates on which the schemes had been 
originally justified. His report, which, as was pointed out by him, was no 
more than a first approximation, was brought to the notice of the Publio 
Accounts Committee of 1930-31. The Railway Board furnished a critical 
memorandum on this report together with certain figures compiled by the 
Chief Accounts Officers (published as Appendices XIV and XV, to the Publio 
Accounts Committee Report, Volume I, Part IT). After oonsidering the 
report of the Director of Railway Audit and the criticisms of the Railway 
Board, the Public Accounts Committee suggested the submission of a joint 
note by the Audit and Railway Departments which would set out the financial 
effects of electrification on the various railways on the basis of agreed figures. 
The present note represents an endeavour to meet the wishes of the Publio 
Accounts Committee. • 

2. The electrification schemes carried out in India were to a very great 
extent justified by the Consulting Engineers on financial grounds and the 
Railway Board has itself suggested that it would be useful to ascertain from 
actual experience the extent to which anticipations hav.e been realised. The 
method followed has been to compare the financial results of electrification as 
worked out on the basis of the estimates as they were originally framed, with 
the actual results. 

GREAT INDIAN PENINSULA RAILWAY. 

The estirootes of the Consulting Engineers-Steam working. 
3. Three main estimates were prepared on different dates in regard to 

the electrification of three different sections of the G. I. P. Railway. The 
Consulting Engineers adopted the method in all these estimates of ascertaining 

d 
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the savings in workirig expeJ.i8e8 due to th~ eleCtrification of the services and 
of exp~jng these sa.vi.ngs ~ a .. percentage of. t~e~088 adqitional outlay 
involved in electrifiCation. ""Por t1UB" ptupbse, tMy: assumed f;~' volume 

. of traffic to be expected at a future date (in the years 1930 to 1933) and the 
jOstmcatiQn of the schemes was lIOrked.out on the basis of this traffi~. The 
following are the unit steam costs as estimated by the Consulting Engineers 
for the several services :-

Barbour 
- Suburban. Branch. Main Line. 

BmmatAKi No. of steam train miles 00 
• 0 

(Lakhs) U~·8! 3·M 33·99* 

L :Fuel • 0 • 0 00 · . o • .AIaDae 18·65 18·01 26·5$ 
~ Tr. miJe. 

io WatB, oil, stores and 8lIJldry abod ohargea · . to 1·27 1·23 3·93 
t. Locomotive r8pairB .. 0·' .. " 6·G 6·49 8·48" 

.£ Cleaning and xepair of ooachea · . • 0 to 6·67 l'4! o • 

~o Train wages .. • 0 · . o 0 " 214 } 4'~ 9·6& 
-6. Rmming expenaee and Drivers' wasee 

• 0 .. 6·53 

7. 8peeia.l cbarpB for ghat workiDg--" 

(a) ShuntiDg in the ghat · . • 0 
o • o 0 } . (6) Tra.ftic .Iay. in Dimon o • 00 . . .. 4 0 ft 

(c) M&int.eD&noe of re1ea18d track o 0 o • .. 

Total aunaa per train mile · . 39-79 30·62 62·96 
. -

·Excludee 2· O9lakhs of Ballut Train JIilea • 
• 4. The largest item of operating costs under steam working is "fuel" 

and this is the only item wherein variations of.cost from year to year are 
readily and directly obtainable, although it is true that the present case i& 
complicated by the impossibility of ascertaining with any degr~ of certainty, 
what. the respective proportions of coal and fuel oil would have been in the 
years 1930-33 under conditions of steam working. It has been stated, and 
the statement has been generally accepted as correct, that the cost of coal 
has greatly decreased between 1923 and 1933, and that in estimating the cost 
of steam services in 1930-33 an allowance should be made for such decrease, 
the steam costs as worked out by the Consulting Engineers being corres-
pondingly reduced. It may however be noted that th~ recorded pit's-mouth 
cost of Kargali Coal (the cheapest coal of suitable. quality from a colliery 
Qwnedlfy the Siate) hae actually increased qom Rs. 3-4-6 in 1922-23 to 
l;l.s. 4-O-10in"193~33; ij,nd ,that the freight and hancJling charges 011 this coal 
deli~ered at Kalyan) now aggregate Rs. 12-6~' per ton as agains'tabout . ... ~ . 



· Rs. 11-0-0 in 1922-23, i.e., the oost of this coal, whioh is of the grade and price 
most 1ikely to have been used on the servioes now electrified, has gone up by-
about Re. 2-3-0 per ton. Central Provinoes ooal, owing to its low calorifiC} 
value, would not have been used on the ghat and suburban sections. ~ 
regards oil fuel, a large quantity of which was previously used on these 800-- • 
tions, the present day cost of oil is greater than its ooat in 1923. . 

'" 

5. Other costs, such as wages, have increased and any apparent lowering 
in the costs of maintenance and repairs of steam 19Comotives mrecent years' 
may be attributed to improvements in workshop machinery, and expenditure 
on progress and production departments, elements of cost which are outside 
the adopted items of comparison. It is therefore difficult to estimate with 
any pretensions to accuracy the probable costs of these items of expense had 
steam working been reverted to in the various electrified sections in the years 
1930-33. 

Assumptions mn.de. 

6. It may be tentatively assumed that the costs per train mile under 
the different items of expenditure considered by the Consulting Engineers 
are generally cent. per cent. "dependent" . This assumption is correct 
where the variations in train service are not great. The actual total suburban 
traffic in train miles, for instance, does not differ widely from that originally 
estimated and the error in computing the costs of such traffic will be small, 
although in favour of electric working. The total main line traffic is, however, 
much leas than that estimated originally and the error in computation will 
be much more appreciable. But the assumption will be in favour of steam 
fJXWking for the reason that that portion of the items of cost adopted which is 
not cent. per cent. dependent will remain more or less unaffected by variations 
in traffic and will therefore tend to raise the coat of operation per train mile 
pro rata, as the traffic falls short of the estimate on which the train mile costa 
were computed by the Consulting Engineers. 

7. Another assumption which it is difficult to avoid making is that in the 
case of passenger services, the steam train miles which would have had to 
be worked would be about the same as the electrical train miles a~ually worked. 
This is an assumption made by the Consulting Engineers themselves. In the 
case of the suburban services, the actual train unit worked, whether " single" 
or " double ", has been taken to constitute a train. This assumption appears 
to be a reasonable compromise between the all-single unit train and the ali-
double unit one; further, the number of single-unit train miles on the suburban 
branch in 1930-31 was only about a third of the total train miles on that section. 

S. The equivalent steam train-miles for goods ser1Jices could have been 
obtained by applying the same factor to the actual electrio train miles as used. 
by the Consulting Engineers. But in view of the small proportion of sooh 
,train miles to the whole and the arguments in favour of avoiding the use of any 
." derived" figure, the steam goods train miles have been taken to he the same as 
·the electric train miles. Thisassumption decreases the cost of steam -workirJ8s 
:.Jty about Rs.3·88lakhs in 1930-31 and by Rs. S·03la.khs in 1931-82. 
MlfiFmD 1 
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The coat of present. traffio under st&Im. 

9. On these assumptions the estimated cost under steam on the basis of 
the' Consulting Engineers' unit costs as applied to tIae train mila a,ctwUy workeil 

. ~y in 1930 to 1932 is shown below. All the figures are in Iakh8 except 
the rate which is in annas. 

Year. Suburban. Barbour Branoh. Mainline. Whole electri-
fied eervioe. 

Train Rate. Amt. Train Amt. Train Rate. Amt. Train Amt. miles. mil Rate. miles. miles. ea. 

As. Re. As. Re. AB. Ra. Re. 

1930-31 17·29X39·79 42·98 5·58x30·62 10·66 19·55x52·96 64·71 42·42 118·35 

1931-32 15·11 x39·79 37·51 5·00x30-62 9-57 21-72 X 52·96 71·89 41-83 118·97 

The train miles for 1931-32 have been approximately divided between 
the Harbottt Branch and the Suburban on the basis of the division in 1930-31. 

Analysis of costs of steam working. 
10. The above figures for 1930-31 can be re-arranged so as to indicate the 

several items of cost, and this is done in the table below :-
Amounts as Amounts .. 
worked out worked out 

Items of oost. entirely on the independently 
basis of the by the 

C. E.'8 figures. Adminiatration. 
1 2 3 

La.khs of rupees. 
1. Fuel 58·74 52·00 
2. Rnnning expenses including driver's wages., oil, 

waia', etc., and train staB •• - 28'17 83·26 
3. Locomotlve repairs •• 19·42 21·72 
4. Cleanjng and repairs of coaches 6·63 5·17 
5. 8pecial ghat charges .. 5·40 '·23 

118·36 116·38 

Column 3 of this statement shows the a.mounts worked out independently 
by the Administration as the total cost of working these sections by steam in 
1930-31, after making VariOU8 8881lDlption8 for the different sections in the 
light of the observations made by different technical authorities. While the 
cost of fuel, without adjustment of any 80rt (Item 1, column 2) has been worked. 
out at B.s. 58· 74 lakhs on the basis of the figures of the Consulting Engineers, 
the Administration has put only Rs. 52 Jakhs against this item. The Adminis-
tration 1fas stated that the average cost of fuel consumed in the electrified area 
in 1923-24 (oil having been reduced to a coal basis) was Rs. 20· 62 per ton. If 



the cost of fuel were Re. 58·74 lakhs on this basis, the figure of Re. 52·0 lakhs' 
adopted by the Administration is equivalent to the cost of coal having been 
taken to be Rs. 18· 26 per ton. That is to say, a reduction in fuel cost of 
Rs. 2· 36 per ton has, in effect, been allowed for in the figures of the Administra-
tion. The all-in cost of Bengal coal delivered at Bombay was Rs. 17-14-9 per ton. · 
in 1930-31, and the figures of the Administration may therefore be accepted as 
having really allowed for a suitable reduction in the cost of coal. The Audit 
Department in the circumstances accepts the figure estimated by the Adminis-
tration as the cost of working steam services in the electrified ~section in 1930-31. 

The actool.s under electrification. 

11. The total estimated cost under steam as arrived at above is to be com-
pared with the actual costs booked in the accounts as the expenditure for the 
whole electrified system. The only adjustments which have been made are the 
inclusion of certain costs under General Administration as the extra cost due to 
electrification, and the adjustment of certain charges on account of train staff 
and station staff. The figures taken are those worked out by the Chief Accounts 
Officer. The deductions on account of perceptage cut in pay, gratuities, etc., 
in these years have also been allowed for. Depreciation as actually booked 
has been excluded. The following are the results :-

(In lakhs of rupees.) 

Yea.t'. Adminis- Repa.irs Operation. Adjustment. Total. tration. & Maint. 

1930-31 .. 1·93 13,10 52·33 5·49 72·85 

1931-32 .. 1·50 14·35 49·54 1·44 66·83 

The difference between the steam and electrical costs is the saving due 
to electrification, which is to be compared with the extra cost of cavital outlay 
due to electrification. These savings for 1930-31 are (116' 38 m'l,n'U.s 72·85) 
Rs. 43·53 lakhs. But in arriving at these savings the extra charges on account 
of depreciation on the capital o~tlay due to electrification have not been taken 
into account. 

Depreciation of electrical assets. • 
12. An attempt was made to take the actual expenses on account of depre: 

ciation from the capital and revenue accounts. It was found, however, that 
it was impossible to isolate from the records the actual amounts set apart for 
. the depreciation of the electrical assets of the sections of the line. For instance, 
in the depreciation for 1930-31 for power houses, the expenditure and adjust-
ments of the power house at Bhusawal were included in the year's figures. 
There were other difficulties also. The depreciation of multiple unit stock 
was included with the figures for steam locomotives and coaching stock. 'J here 
was thus no alternative but to make a special calculation of the depreciation of 
the assets on account of electrification. The total capital outlay on electri-
fication (including the Bhore Ghat and the Power House) is Rs. 942·65 lakhs. 
The depreciation as worked out is Re. 23-82 lakhs which is equiva~nt to 
approximately 2·5 per cent. of the capital outlay. 
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13. Against this extra expenditure of Rs. 23·82 lakhs is to be set ott the 
depreciation on the outlay on steam assets which has been avoided by electri-
fication. The extra. steam outlay for increased traffic, had there been no 

. electrification, was estimated at Rs. 175·93 lakhs (81· 68 plus 46·01 plUB 
t8·24) by the Consulting Engineers. The cost of steam stock actually released 
by electrification and either sold or actually absorbed on other sections of the 
line, has also to be taken into account, as this represents a credit to the electri-
fication estimates. It appears correct to take the depreciated value of such 
stock at the time of their transfer or sale as constituting the amount on which 
depreciation should be considered as having ceased for the purpose, and it 
has been estimated that the value of such stock is Rs. 172·98 lakhs, which 
includes steam locomotives, coal wagons and oil tank wagons. 

Net additional deprecimion. 
14. The dep~tion at 2·5 per cent. on the total steam outlay of 

Rs. 348·91 1akhs thus avoided works out to Ra. 8·81 lakhs, leaving a net 
additional charge on account of. depreciation of electric 888ets of Ra. 15·01 
Jakhs (23·82 minus 8·81). The net saving in working expenses due to elec-
trification therefore may be taken to be Re. 28-52lakhs (43·58 minus 15·01). 

The capital cost of electri.fioo,tion. 
15. The capital cost of electrification up to March 1931 has been ascer-

tained to be as s~own below:-

Suburban eleot.rification 
. Harbour Branch electrification •• 

Main LiDe eIeotmioation 
Power HOUle elecUification 
Bhore Ghat Bealignment 

.. 

. . . . 

Total 

1M., 
175·90 

•• 78·02 
500·26 
IJ5·86 
62-62 

~·65 

The gross cost of suburban electrification has been taken into account. 
The cost of the Bhore Ghat roo.lignment has also been included. This seems 
to be correct, 88 in a report on the Bhore Ghat Realignment scheme, it is 
atated that the " cutting out of the reversing station becomes a matter of 
~ore serious importance in view of electrification ". It also appears from the 
same report that tHe elimination of the reversing station at Khandalla was & 
condition precedent to the increase of train loads. Further, the Consulting 
Engineers have included in the figures of steam working on the ghats the cost 
of the detentions to wagons and of the shunting at Karjat and Lonavla due 
~ the brea~ up of goods .trains, and these factors have again been taken 
~ account m the estimates for &team working adopted by the Adminiatra-
taon • 

• 
. ~6. s.~ent A appended t.othis note embodies figUres worked out on 

the linea indicated above and shows in concise form the financial reauIta 
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obtained in the years 1930-31 and 1931-32 as compared with those estimated 
by the Consulting Engineers. 

17. The form in which the resulta are presented and the methods of 
calculation adopted have been accepted by both the Administration and the, 
Chief Auditor 88 providing as fair and accurate a picture as practicable of the 
finanoial resulta of the G. I. P. Railway Electrification Schemes. The figures 
in the statement, which has been prepared by the Chief Auditor in consultation 
with the Chief Accounta Officer, are mainly those already included in the 
communications made by the Administration and printed as appendices to 
the Report of the Public Accounta Committee for 1930-31, and the conclu-. 
sions arrived at are accepted by the Administration. . 

Conclusion. 
18. The difference between the return on gross capital outlay as estimated 

by the Consulting Engineers and that arrived at on the figures for 1930-31 
is 2·72 per cent. (5·75 minus 3·03)-vide item 16 of Statement A. This is 
more than accounted for by the following two factors :-

1. Fall in traffic .. . . .. 
2. Reduction in cost of coal for steam working approximately 

Total 

.. 2 . 6 per cent • 

.. 0·8 percent . 

.. 3·4 per cent. 

The figures for 1931-32 show an improvement on this resuit. 

BOMBAY, BARODA AND CENTRAL INDIA RAILWAY. 

Estimo.ted return o·n ailditioJw,l outlay. 
19. The Consulting Engineers estimated that with a traffic requirement 

of 16·60 lakhs of steam train miles expected in 1931-32 there would be a 
direct saving in total working expenses on supervision, maintenance and 
operation (but excluding depreciation and interest) of B.a. 16·39 1akhs (steam 
working Re. 37'00 lakhs, electric working Re. 21·16 lakhs). 

20. The original estimates assumed that, in order to meet that traffio, 
an extra outlay of Rs. 72 lakhs on steam rolling stock would have been neces-
sary if titeam working had been continued. Further, it was a.n.ticipated that 
by substituting electrical working for steam at a total cost estimated at 
&S. 204·2& lakhs. steam stO<'k valued at R.s. 50 lakhs would be relea1ed a.nd 
made available for sale or for u~ on other sections of the line as additions or 
replacementa. In other words, the net additional outJay on account of elec-
trification was estimated at Re. 82·28 lakhs (204, 28 minus 50·00 minus 
72·00). 

21. The depreciation on the additional electric outlay of Rs. 204·28 la.khs 
at 3 per cent. works out toRs. 6· 12 lakhs, but, as has been said, electrification 
was expected to release steam stock worth Rs. 50·00 lakhs on which deprecia-
tion would be no longer chargeable in respect of the electrified section. Elec-
trification has also rendered it unnecessary to invest in the extra steam assets 
estimated to cost B.a. 72·00 lakh.s that would otherwise have been tnecessary. 
The estimated additional cost.on account :of depreciation ~ therefore be 

• 



pUt at-Rs- 6'12 1&khs mifW8 Ra.3·66 lakbs [i.e., 3 per cent. of Ra. 122 Ia.khs 
(72·00 plus 00'(0)] or Ra. 2·46 Jakhs. 

22. In the G. 1. P. Railway case depreciation has been allowed for on a 
. 2i per cent. aoale. The reason for the difierenoe is that the B. B. and O. I. 
Railway electrification (whioh obtains its powers from Tatas) inoluded no 
such longer lifed aasets as the power house of the G. I. P. Railway project and 
works in the Ghat section. 

23. By setting off the estimated extra charge (Ra. 2· 461akhs) on aooount 
of depreciation on the additional capital outlay due to electrification against 

. the estimated savings in working expenses of Ra. 16·39 lakhs referred to 
above an estimated net saving of Ra. 13·93lakhs per annum i'3 arrived at 
which is equivalent to 6· 82 per cent. on the gross outlay of Rs. 204· 28 lakhs 
and 16·93 per oent. on the net outlay of Rs. 82·281akhs (204·28 minus 72·00 
minus 50'00). 

24. In other words according to the estimates of the railway and the 
Consulting Engineers the savings in working expenses (including depreciation 
on the net Capital outlay) promise4 a return pn the total extra capital outlay 
of 6·82 per cent., without taking into aOOO'llnt either the stock released &8 a 
result of electrification or the oost of steam stock the purchase of which would 
be avoided by such electrification. Taking these two factors into account, 
the estimates promised a return of 16· 93 per cent. 

Actual f'etum on additional outlay. 
25. The train mileage actually worked electrically in 1930-31 was 

1,181,802, equivalent in traffic capacity to 1,428,000 steam train miles. The 
Administration has estimated that the cost of working these 1,428,000 steam 
train miles would have boon &s. 29·35 lakhs applying the unit cost per train 
mile worked out by the Consulting Engineers in their estimates of the mileage 
for 1930-31, but lowering their estimate of the cost of fuel from 16·50 ann&8 
per train mile to 13·2 annas per train mile, which is equivalent to a drop in 
the all-in-cost of coal from Rs. 22-11-O per ton to Rs. 18-2-0 per ton the current 
average cost of coal in Bombay. The estimate of Rs. 29·35 lakhs includes 
under General Administration a sum of Ra. 1· 08 lakha . 

• 26. The actual cost of maintenance and operation of electrical services 
(excluding depreciation and General Administration) for 1930-31 is Ra. 21· 79 
lakhs. The extra cost of General Administration due to suburban electrifica-
tion (traction) was Rs. 0- 72 lakhs in this year. Accepting the accuracy of the 
estimate of Rs. 1· 08 lakhs for General Administration under steam traction 
conditions, the total cost of General Administration to be taken into account 
for a proper comparison of electrical costs with the estimated steam costs of 
RB. 29·35 lakhs is therefore Rs. 0·72 plus Ra. 1·08 = Ra. 1· 80 lakhs,. which 
together with the Re. 21- 79 lakhs mentioned above makes a total of Ra. 23·59 
lakhs. The savings in working expenses due to electrification are, therefore, 
estimated to be Ra. 5·76lakhs (29·35 minus 23·59) excluding depreciation. 

27 . .The ~tual gross outlay on electrification amounted to Ra. 202·90 
lakhs as compared with the estimate of Ra. 204·28. Against this has been 
adjusted a SUlB of Ra. 66·72 lakhs, representing the 'cost of steam rolling 
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stock which has been sold or replaced or broken up. The cost of other roBing' 
dtock transferred from the suburban section to other sootions of the line with-
out any financial adjustment, has been estimated to be, at depreciated values, 
about Rs. 2·07 lakhs. 

28. Electrification has thus avoided the incidence of depreciation charges-
on a total sum of about Rs. 68·79 lakhs (66'72 plus 2·07) in addition to that 
on Ra. 72·00 lakhs (the cost of the extra steam stock that would have other-
wise been necessary), i.e., on a total sum of Rs. 140· 79 lakhs of steam rolling 
stock assets. The depreciation chargeable to revenue in 1930-31 on the 
additional electrical assets only on the basis of the depreciation fund rules in 
force for State Railways, is approximately Rs. 5·89 lakhs. But this excludes 
the depreciation on additional expenditure on track-bonding, etc. Using 
the same percentage for depreciation therefore as used by the Consulting 
Engineers, as the only available method of working out the depreciation, this 
may be taken as Rs. 6· 09lakhs, i.e., 3 per cent. of Rs. 202·90 lakhs. Deduct-
ing from this, Rs. 4·22 lakhs the sa ving in depreciation charges on steam 
rolling stock assets costing Rs. 140·79 lakhs which would additionally have 
been incurred but for electrification, the net .additional charge on account of 
depreciation of electrical assets is Rs. 1·87 lakhs (6·09 minus 4·22). The 
actual saving, therefore, in working expenses including depreciation, may be 
stated to be Rs. 3·89 lakhs (5·76 minus 1· 87) which gives a return of 1· 92 
per cent. on the gross outlay of Rs. 202·90 lakhs or 6·26 per cent. on the 
net outlay of Rs. 62·11lakhs (202,90 minus 140·79). 

Actual return compared with. estimated return. 
29. The estimated return of 6·82 per cent. is with reference to an 

estimated outlay of Rs. 204· 28 lakhs. Owing largely to cheaper prices, the 
gross outlay was actually only Rs. 202·90 lakhs. On this outlay, the same 
savings would have yielded a return of 6·68 per cent. It is now necessary to 
examine the reasons for the difference between the estimated return of 6-86 
per cent. and the actual return of 1· 92 per cent. secured iD. 1930-31. There 
are three main factors accounting for this difference. The most obvious is 
that of the fall in traffic from 16·60 lakhs estimated to the 14·28 lakhs of 
train miles actually run. The savings increase pro rata with the mileage and 
had the mileage run been 16·60 lakhs, the return would have mcreased from 
1· 92 to 2· 23 per cent. 

30. The second main factor is the fall in the price of coal which has 
served to decrease the estimated cost of steam working in 1930-31 by a sum of 
Ra. 3·43 1akhs which is equal to a return of 1· 69 pe~ cent. on the gross outlay 
on electrification. The third important factor is the maintenance of higher 
rates of wages for motormen than those adopted by the Consulting Engineers 
in their estimates. (The same factor operated apparently in the G. I. P. 
Railways. It has been found difficult in practice to reduce the wages of 
motormen who were previously employed as steam drivers. These men 
continue to be paid at their old rates, but are being gradually replaced by new 
entrants on lower scales of pay. According to the Consulting Engineers' 
estimates, the wages of motormen should have been about Ra. 1· 29 lakhs in 
1930-31 as against the actuals of Rs. 4·60 lakhs. The diflerence of Ra. 3·31 
lakhs inoreases to Rs. 3·50 lakhs on the estimated traffic and represents a 



. return of 1· 72 per cent. on the gross outlay. Allowing for these two factors. 
the rate of return wo~d rise from 2·23 per cent. to 5·64 per cent. (2·23 plus 
1· 69 plU8 1· 72). The diflerence between the estimated and the actual per-
centage of return in 1930-31 is thus 1·22 per cent. (6·86 minu8 5·64). The 

. results of the next year show an improvement on this. 

Bate8 of rtNna for 1931-32 compared. 
31. The actual return on the additional outlay in 1931-32 is worked o~t 

in the same manner as for 1930-31. The number of electric trains in 1931-82 
was 11,34,346 equivalent to a steam train mileage of 13,42,898. A traffic 
of 13·43 lakhs of steam train miles would have cost Ra. 27·59 1akhs on the 
same basis of unit cost as for 1930-31. The extra cost of General Adminis-
tration due to suburban electrification was Rs. o· 77 Iakhs which together 
with the cost of General Administration included in the figure of Ra. 27·59 
1akhs is equal to Ra. 1· 79 lakhs. The actual costs of maintenance and 
operation of electric services excluding depreciation and General Administra-
tion is shown by the accounts to be &s. 18· 79lakhs. The savings under work-
ing expenses in 1931-32 should therefore be Ra. 7·01 1ak:bs (27 ·59 minm 
18· 79 "Iinu.§ 1· 79). Deducting from this the increase in depreciation charges 
of Rs. 1·87lakhs (6·09 mimtS 4·22), the net saving in working expe~ (in· 
cluding depreciation) is 7 ·01 m.inusl·87=Ra. 5·141akhs. This gives a return 
of 2·53 per cent. on the gross outlay of Ra. 202·90 1akhs or 8·28 per cent. 
on the net outlay of RB. 62·11lakhs. 

32. The di1ference in return between the two years 1930·31 and 1931-32 
is largely accounted for by the expenditure on repairs and maintenance of 
multiple unit stock being considerably less in the latter year. The return of 
2·53 per cent. for a traffic of 13·43 lakhs of equivalent steam train miles is 
equal to a return of 3·13 per cent. for 16·60 la.khs of train miles. Adjusting 
88 before for the fall in cost of fuel of Ra. 3·-'3 lakbs, which is equal to 1·69 
per cent. on the gross outlay, this return is increased to 4 .. 82 per cent. (3·13 
plus 1·69}. Motormen's wages which in 1931-32 aggregated Ra. 4:.34: lakha 
£Or a traffic of 13·43 train miles would have been for a traffic of 16·60 train 
miles Ra. 3·421akhs in excess ot that estimated. This represents a return of 
1-68 per cent. on the outlay of Re. 202· 90 lakhs. Eliminating thU8 all the 
main recognisable factors influencing the rates 0: return, electrification may be 
regarded in 1931-32 as having potentially yielded 6·50 per oent. (3·13 plus 
1·69 plua1'68) on the total capital outlay as against an eatimated return of 
6·86 per cent. 

33. The figures.referred to in the previous paragraphs have been set out 
in Statement B attached. This atatement expresses the saving in working 
expen.ses due to electrification with reference to gross and net outlay and 
before and after deducting depreciation. 

• 

J. C. NIXON, 

Director of Railway Audit . 
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STATEMENT B. 
Bombay, BarodaGM Centf"GZ [Mia Railtoay. 

-----------------------------~----~~------~---
..... Particulars. 

1. Traffic in Iakhs of train miIee (Steam) 

Eati-
mat. 

1931-32. 1930-31. 1931-32. Bemar~ 

16·60 14·28 13·43 
IAkhe of Rupees. 

2. Gross outlay on Electrification .. 204·28 202·90 202·90 

3. If no electrification eBtimated extra ne.m outlay 
for increaaed traffic • • • • • • 7! . 00 72 ·00 72·00 

4. Coat of steam stook that would be reIeued beca1l88 
of Electdfication . • . . . • . • 150-00 88 -79 68· 79 

IS. Net outlay on Electri.oation (Item 2-Item 3r-
Item 4) .. .. •. .• .• 82·28 M·ll 62·11 

6. Coat of Steam WCK"king-WorldDg 8xpeD881 
8XCludiBg depreciation .. • - - - 37 ·56 29 ·35 27 ·1S9 

7_ Coat of Electrical W orldDg-W orldDg 8xp8D188 
excluding depreciation •. .. . - 21·16 23·59 20·58 

S. Gross _vings ill working expenaee due to eIeotri-
fication (Item 6-Item 7) _. •• . - 16·39 5·76 7·01 

9. Depreciation on grca outlay on Electrification at 
3 per cant. on gt088 outlay (Item 2) • • • • e·lt 6-09- 6·09 

10. Depreeiation on steam outlay avoided at 3 per 
cant. on items 3 and 4 .• . - •• 3-66 4-22 4-22 

lI. In..., in annual depreciation oh&rge8. due to 
E1ectri1ication (Item 9-Item 10) • - .• 2·46 1·87 1·87 

12. Net savings in workiDg exp8D88I- dae to EJectri-
fioation (Item s-Item 11).. .. _. 13·93 

13. Percentage of grgea saviDp without allowiDg for 
. ..' . (Item 8x 100\ .. 

tiep1'8Cl&tlOD on gr088 saVJD.gS Item '}.-J 
13A. Percentage of gross savings after allowing for 

depreciation on electrical outlay only (Items 8-9 

3·89 5·14 

x 100) . . . . . . . . . . 5·03 -0·16 

14. Percentage of groes' saving. on net outlay 
( It8m8XlOO).. .• .. .. 19·92 

Item 5 

15. Percentage of net _vinga after allowing for depre. 
ciation on gross outlay (Item 12 x 100) 

Item 2 

16. Percentage of net 8&vings after allowing for depre. 
ciation on net outlay (Item 12 x 100 ) .. 

Item 5 

17. P~c:entage of net savings after allowing for depre-
elatIon on actual gross outlay (of 202·90) with 
traffic of 16·60 lakhs train milt'll 

Hl891rinD-710-IS-8·34-GIPS 

6·S2 

9·27 11·29 

2·53 

e·26 8·28 

2·23 3·]8 
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