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Beport of the Public Accounts Committee on the Accounts of 
1930-31. II' 

PART II.-RAILWAY ACCOUNTS. 

1. The following table compares the original ~timates 'mad~ before the 
beginning of the year, the revised estimates prepared. near its end, and the 
.actual results :-

(Lakhs of Rs.) 

Budget. Revised. Act·uals. 

!(l) Traffic receipts (1ess refands) 1,07,75 . 95,()() 95,10 

.(2) Miscellaneous receiptB 1,75 . 1,78 1,73 

{3) Working eX}lt'nses 70,18 67,30 67,46 

(") Miscellaneous expenditure • 62 69 68 

(5) Surplus profits • 1,22 1,15 I.US 

(6) Interest char~ 31,40 32,76 32.72 

(7) Surplus (+) or deficit (-) . 6,08 -5,12 -5,19 

(8) Cont.ribution to general revenues. 5,74 5,74 . 5.74. 

(9) Payment to (+) withdrawal from ( -) Reserve 34 -10,86 -10,93 

2. The large differences between the Budget estimates on the one hand 
and the Revi'Jed estimates and final actuals on the other are due t·o the fa.ct 
that the former were ba.~ed on hopes of normal conditions with a moderate 
increase in both passenger and goods traffic, hopes which were completely 
falsified as a result of the continuance of the economic depression. Compared 
with the revL"Joo estimates, the actual receipts were <tnly ~s. 5 Jakhs more and 
the a~tual expenditure Rs. 12 lakhs more with the !esult tha~ the, deficit on 
the working of railways during the year was more by only Ra. 7 lakhs. But 
as pointed out by the Director of Railway Audit, this favourable result has 
been brought about by two c()unterbala.ncing di,:ergencies referred to in 
paragraphs 46 and 47 of his Report. On the whole we share the feeling of 
-the Director that there has generally been no improvement in the position in 
1930·31 over that in 1929·30. . . 
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Position as regards control 01 expenditure. 

3. The following table' compares the final voted grants with the expen-
dit~ against those grants :--

(Lakhs of Re.) 

Original Supple- Final Actual E%cess + 
grant. mentary grant. expendi- Saving-. 

grant. tare. 

E~iluf'e charred to ,...,e. 

I. Railway Board • • 12·00 015 13·05 13·39 +.84, 
2. Inspeotion • • 2'50 ° • 2·l5O 2·37 --13 
3. Audit • • • 17·75 17-75 16·24 -1 0 51 
4. Working ezpenses, 

nistration. 
Admi- 13,88·50 13,88·50 14.07·20 +18·70 

5. Repairs, :Maintcn&nce and 
Operation 41,10·25 41,10·25 38,22·12 -2,88 0 13 

6. Payment of surplus profits . 1,22·00 1,22·00 1,16·30 -5-70 
9_ Appropriation to Deprecia-

13,25·00 13,25-00 13,06-53 -18·47 tion Fund • • • . . . 
II. Kiscellaneous expenditure • 17·30 17·30 17-45 +'15 
12. _-\ppropriation to ReI!el've 

Fund • • • 0 33-95 33·95 -33·95 
14_ St.1"8tcgio lines • • • 1,63·75 ';·95 1,71·70 1,73·37 +J ·aT 

Ez,pmdwf'e elunved to capital and Dept"lCiation and Ruerw pUflJJ8_ 

7. New construction 4,98·00 4,98·00 4,23-24 -74·76 
9. Open line works • • 11,49·00 11,40·00 8,74'03 -2,74·97" 

10. Appropriation from Depre-
r.iation Fund. • • 8,5()·00 50-00 9,00-00 11,39· 59 +2,39·59 

13.~Appropriation from RePerve 
Fund 10,85· 99 10,85 0 99 10,92·35 +6·36 

15_ Strategie lioee-Capital 25·00 25·00 20·51 -4'49 

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

1. Railway Board 
2.lnspection • 
3. Audit • • 

• 
• • 
• • 

4. Working expenses, Admin-
Ration • • • 

5. Repairs, Maintenance • 
11. Miscellaneous expenditure • 
14. Strategic lines • • 

(Lakhs of Ra.) 

Original Supple- Final Actual Excess + 
appropria· mentary appropria- expendi· Saving-. 

tion. appropria- tion. ture. 
tion. 

'41 
·06 

-°18 

43·50 -1 0 10 
1 0 50 --46 
4·20 7·77 
3·8l) -17 

3·61 
2·06 
1·77 

42·40 
1·04 

11·97 
4·02 

3·57 
1·96 
1·63 

do60 
·97 

11·29 
a·85 

+1·20 
--07 
-·88 
-·17: 



7. New construction 
8. Open line works 

15. Strategic lines . 
Interest on Debt . 
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Supple- Final Original 
a~­

priation. 
mentary app~-
appro- priatiODa 

priation. 
Ezper&dilur. c1uJf'g,p, to capitalo 

2·00 -·03 1·97 
1·00 -048 052 

-·05 -·05 

(Lakhs of R80 ) 

Actual 
expendi-

ture. 

2·00 
1 0 14 

-005 

Excess + 
So.~-

+003 
+062 

1,34·39 31,38'45 31,33·96 
Interest on Capital contributed 

by companies. 1,36·12 1·42 1,37·54 1.37059 +005-

5. We give in paragraph' 7 ~low the reasons for the excesses over voted 
grants which require the vote of ,the Legi~lative .Assembly. The number of 
excesses, which was six in the year under report, compares unfavourably with 
the numbers in 1929-30 and in 1928-29 whicn were four and three respectively. 
The excesses over non-voted appropriations numbered foul' in 1930-31 against 
five in 1929-30 and two in 1928-29. The percentage of individual excesses,. 
votable and non-votable, varied from ·03 per cent. to 2·83 per cent. under 
heads of expenditure charged to livenue and from ·58 per cent. to 118· 70 
per cent. under capital heads. 

As regards savings, they varied from ·14 per cent. to 23· 93 per cent.~ 
under individual heads the biggest savings occurring under the Capital grants 
7,8 and 15. 1.·aking the total railway expenditure, hoth voted and non-voted, 
there was a saving of Rs. 2,981akhs or 2·83 per cent. under expenditure charg-
ed to revenue and a saving of Rs. 1,141akh8 or 4· 39 per cent. under Capital 
expenditure. The position in this respect compares as follows with the last 
'wo years: 

(excluding appropriations to and from the Reserve Fund.) 
(Lakhs of R9.) 

Fioa1grant Percentage ot 
Year. and BaviDgR. Col. (3) to 

appropriation. Col. (2). 
(1) (2) (3) (4) 

1928·29 - • .. • - 98.67 --" '45-
1929·30 • • • • • • 1,01.56 --86 ·64 
1930-31 - • • • • 1,05,11 -2,98 2·83-

ll~re oIaafVed to oapUaJ 

(inoludiog expeDditure met from the Depreciation Fund.) 
1928-29 • • • • •• 39.50 -55 1·'9 
1929-30 _.... 4l5,03 -3,08 6 0 84 
1930·31. •• 25,74 -1,14 4-39 

We have no doubt that the financial stringency which manifested itself 
during the year and which has not yet disappeared has forced on the railway 
administrations a much more rigid control of expenditure than might otherwise 
have been exercised. H, as we are 8r88ured, this oontrol is maintained without 
relaxation, the stress and strain of the present period will at least have had 
the result of raising the general standard of fi.n8.ncial control on all railways. 
We shall deal in la.ter pa.ragra.phs with certain handicaps under which the 
present system of control of expenditure works and the remedial measures 
proposedo 



, Q. We now proceed to deal briefly with the excesses over voted grants, 
whic~equire regu1arisation by exOOBB votes of the Legislative Assembly. 
The excesses are as follows :-

Item No. No. of grant. Granli. 

1 
4 

10 

11 
13 
14 

Railway Board • • • 
Working expensee, Administra-

tion • ••• 
Appropriation from Depreeiation 

Fund. • 
Miscel1aneoas • • 
Appropriation from Reserve Fund 
Strategic lines 

Amount voted 
by the Excess. 

Assembl)r. 

Ra. Re. 

13.06.000 34,327 

13.88,50,000 18.70,248 

9,00,00,000 2.39.58.961 
17,30.000 14.960 

10,86,99,000 6.36,160 
1,71,70,000 1.67.449 

1. The,individual items of excess are explained below :-
~"-The excess was mainly d& to higher printing charges than 
'. ,,' were contemplated when the revised estimate was framed. 
Item 2.-The excess, which occurred mainly under contribution to the 

Provident Fund and. gratuities, was due to the extension of the 
benefits of the Provident Fund to workshop staff and to the pay-
ment of extra gratuities on retrenchment. 

Item 3.-More than two-thirds of the excess is attributed to unexpected 
adjustments in rectification of transactions incorrectly accounted 
for in previous years and the balance was due to exceptionally 
heavy carry-forwards from the previous year. 

Item 4.-The excess was the result of a number of small variations in a 
miscellaneous coll6Ction of sub-heads. 

Item 5.-The excess reflects the extent of the variation of the fina.ncial 
results of the year from anticipations. 

Item 6.-Heavier freight charges· for fuel purchased at the end of the 
year to replenish stock chiefly accounted for the excess. 

8. We recommend. that the Assembiy should·assellt to·the excess grants 
detailed in paragraph 6 above. 

9. Under rule 52 (2)(ii) of the IndiaP Le~lative Rules ~e a~e required to 
bring to the notice of the Legislative ~m~ly ev.ery reappropriation within 
a grant which is not made in accordance with such rules 80S may be prescribed 
by the Finance Department. We give below with our comments the cases 
brought to our notice by the Director of Railway Audit. 
. (i) DiBtribution oj allotment', after the close oj the year.-Such distribution 
18 reported to have been made on the South Indian and the North We:itern 
R.ailways. ,!h~ Financial Commissioner has rightly taken no oognizance in 
his ApproprIation Aocountt, of the orders of reappropriation which were sano-
tioned after the olose of the year. There are. however, some oases where the 
sanctions to reappropriation were actually accorded before the cl~e of the 
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year but oommunioated to subordinate authorities only after the year. Ai:" 
though e1l001l has been given to such reappropriation in the Appropriation 
Aooounts, the Financial Commissioner informed us that the Railway Depart-
ment realised that postponement of reappropriation till towards the end 
of the year was not oonducive to sound financial control and that general 
instructions had been issued emphasising the importance and neces.§ity of 
making reappropriations as and when they were required during th'course 
of the year i.ndtead of at the end of the year. We do not think that any further 
action is called for. 

(ii) Reduction of a t)ot~d granl.-The Railway Board issued orders in 
March 1931 reduoing the grant under the head" Approprialiion to the Reserve 
Fund " to" nil ", when it became clear that the net results of the year would 
necessitatt;. a withdrawal from the Reserve Fund. A grant once voteQ. by the 
Legislative Assemhly ca.nnot be withdrawn or reduced and the Financial Com-
~s.ioner has r!g~tly taken no cognizanc~ ~f t~e orders of the Railja.~~ Board 
In h18 Appropnation Accounts. The pOSItion 18 now correctly und~od by 
all concerned and we have no further observations to make. "<'i~j> 

(iii) Utilization of unanticipated creditB.-More than one instance has been 
given by the Director of Railway Audit where unanticipated credits have 
been utilized to increase the supply at the disposal of spending authorities. 
We have already made a recommendation on this subject in the First Part of 
our Report which we desire to reiterate. No controlling officer should be 
permitted to utilize, in order to in~rease his spending power, any U?anticipated 
credits. The Director of Railway Audit has made certain proP<Aals in para-
graph 49 of his Report for carrying out this recommendation andi'he ~cial 
Commissioner has in paragraph 89 of his Review brought out certain intricate 
points which require settlement in this connection. Subject to the observance 
of the general principle which we have enunciated, we are content to leave 
t4ese detailed questions to be settled by the Railway Department in consulta-
tion with the Auditor General. 

Comments on matiers outst:amfing from previous reports. 

10. Form of the A.ppropriation A.ccountB.-The Public Accounts Com-
mittee of last year suggested certain improvements in the form and presenta-
tion of Railway Appropriation Accounts of which the most important were 
that the appropriation accounts should be accompanied by a general picture 
of the financial results of the year, a general survey of the state of the financial 
administrat,ion as disclosed. by the accounts and an analysis of the teeults of 
the RCrutiny conducted by the Railway accounts department as part of the 
internal check of Railway accounts. It was intended that the material 
compiled in thic:J fuller form should be available to the Director of Railway 
Audit before he wrote his report, which was thus to be complementary t-o and 
based on the material supplied by the Financial Commissioner. In pursuance 
of these recommendations we have boon furnished WIth a Review of the Appro-
priation Accounts prepared by the Financial C-ommissioner and a Summary 
of the working results of all Railways prepared by the Chief Commissioner of 
Ra.iIways and the Financial Commissioner. We are sa.tisfied that, subject tQ 
what is stated below, our requirements in regard to the information as regards 
railway receipts and expenchture and the facilities for financial control have 
been fully complied with. 

11. Owing to the fact that the Public. Accounts Committee held its session 
unusually late last year and the Appropriation Accounts had reached an 
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advanced stage of preparation by the time the C.ommittee'. recommenda-
tions were actually made, it has been found possible to furnish the two reviews 
referred to in the previous paragra.ph only aftm' the publica.tion of the Appro-
priation Accounts in the old form and a.fter the Director of Railway Audit 
had issued his report. The result has heen that, 8.iiI pointed out by the Auditor 
General, the Director's Report has on the present occasion not taken into 
ac('.()u\ .. "-) &11 the material furnished by the Financial Commissioner and therefore 
lacks the full value it should possegs. Another incidental disadvantage has 
been a certain. amount of duplication in the presentation of the results. We 
realize that the summary of the working results of railways cannot be made 
available ~arlier than September each year but we do not see any rea~on 
why the Finan~ial Commi8siuner'~ re\;ew of the financial administration as 
dis~]osed by the Appropriation Accounts should not he prepared in time for 

. use by the Director of Railway Audit. It is only a question of th~ convenient 
adjustment of the dates and we are glad that the Financial Commissioner 
has at our instance undertaken to endeavour to send his appropriation a.ccounts 
with hi~ review to the Director by the middle of April so as to enable the latter 
to submit his report to the Auditor General by the middle of M,ay. We thus 
hope tha.t in future years it will be possible to eliminate the minor defects in 
pwcedure noticed in the current. year and that the report of the Director will 
as a result be greatly simplified. 

l~. The Public Account-s Comillittee of last year commented on the 
absence in the Railway Appropriation Accounts of an analysis of the results 
of the audit scrutiny conducted by the Railway accounts department as part 
(Jf its internal check of railway accounts. A somewhat similar observation 
was made in respect of the presentation of the results of the audit scrutiny of 
military works expenditure carried out by the Military accounts department. 
We were informed both by the Financial Adviser, Military Finance, and by the 
Financial Commissioner of Railways that the discovery of irregularities was 
only a small part of the duties of the separated accounts department, that 
thcir more important duties lay in preventing, rather than in discovering, 
irregularities ann overpayments, and that if the analysis was intended to be 
an estimate of the efficiency or otherwit\e of the internal check conducted by 
the accounts depa.rtment, material for this could most easily be found in the 
results of the independent check conducted by the test audit staff which are 
presented in the reports oi the respective Directors. We agree in thiB view 
which is also shared by the Auditor General and we recommend that the 
present practice, under which the scrutiny of irregularities and the selection 
and presenta.tion of those deemed sufficiently important to be published is 
placed in the hand.~ of an independent audit authority, should be continued. 
What i'J required is a pooling of the discoveries of the two agencies, the 
accounts department and the test audit staff, and a scrutiny of the material 
80 collected to see, for instance, whether it indicates any general tendency which 
should be checked or any defect in rules or procedure which should be corrected. 
We conside~ it essential that the accounts departments both on the Railway 
and Army SIdes should place at the disposal of the test audit staff all material 
in its possession showing its activities connected with internal audit scrutiny 
and that, in particular, it should communicate to the test audit staff all irre-
gularities at an early stage of their detection, 80 that the latter may be enabled 
to perform itb functions satisfactorily and to pr~ent to us and to the legislature 
as accurate a picture as possible of the state of the financial administration of 
the two largest depa.rtments of the Central Government. 
• 13. Form ~J the Director' 8 Beporl.-Our predecessors a1sosuggeBtec1 some 
unprovement8 m the form of the report of the Director of Railway Audit. 
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Agreeing with these suggestions the Auditor Ganem1 in.~tructed Mr. Badenoch 
1;0 investiga.te along with the possibilities of retrenchment in the Railway 
Audit Department the directions in which test audit could be more usefolly 
directed and how the form of presentation of the results of the test audit 
could be improVed. We have been furnished with a copy of Mr. Badenoch's 
report. We dis~ussed the proposals made therein with the Auditor ~eraJ 
and we may state our conclusiont:J under three broad headings :-

(i) Proposals regarding the extent and the directiun oj test audit oJ railway 
transactiona.-We considered these propcsals from the point of view of financial 
-control by the legislature and we were assured by the Auditor General that 
except for the fact that the Director's report prepared under the proposed 
plan would be somewhat less broadly based than at present, there would be 
no appreciable diminution in the information and the facilities now supplied 
to the Committee for the purpose of its scrutiny of the railway accounts. We 
were also anxious to know whether the proposed limited audit was sufficient 
to perform satisfactorily the true functions of test audit, that is to say, whether 
it would secure that the accounts of railways were sufficiently checked by the 
Auditor General's staff 80 as to discover if there was anything seriously wrong 
with the financial administration of railwavs. We were informed bv Mr. 
Badenoch that one of the principles underlymg this proposal was that the "Whole 
-field of railway transactions must he covered hy the test audit but. that after a 
careful examination of all classes of transactions he had. proposed difIeren~ 
percentages of test a.udit for different uan.sactions, keeping in view the necessity 
-of fixing the percentages so as to allow the audit dep~ment to judge fairly 
well the efficiency of the financial administration of railways as a whole. We 
express our general agreement with Mr. Badenoch'5l proposals subject to a 
definite limitation tha.t if at anv time the Auditor General considers that the 
amount of check a.pplied by the test audit staff to any particular class of traM-
actions is insufficient, the fact that we have now agreed to the reduction of the 
scope of test audit should in no way debar him from immediately coming np 
for increasing its scope and if necessary, increasing the staff for this purpose. 

(ii) ProposaJ,s as regards the method oj preaentation of the f'emlts of test audit· 
-In effect these proposals would, in the opinion of the Auditor General, 
enab1e the Director to present to the Committ€e the same type of report 808 it 
has receivM this year, probably with certain improvements consequent oD 
the changes which ha,ye already been agreed to in regard to the presentation 
of the appropriation accounts by the Financial Commissioner an<;l further 
improvements which would result from the adoptJon of certain other proposalS 
mentioned in the next section of our report. We accept the general proposalS 
made by Mr. Badenoch without, however, desiring to bind the ·Director 
exactly to the details given in his report. 

(iii) Proposals J~r retrenchment.-We do not wish to express any opinion 
on the individual proposals made by Mr. Badenoch. While leaving them to 
be dealt with in the ordinary way, we have asked to{) be furnished in due course 
with a statement of the actual action taken on these proposals. We, however, 
desire to emphasise that in our view the scope for retrenchment in Railway 
Audit is limited and in view ot the volume and complexity of Railway transac-
tions any drastic attempt at retrenchment may involve risks, which cannot 
be lightly undertaken. 

14. Railway electrification deme8.-The Publio Accounts Committee last 
year desired that the financial effects of electrifioation on various railways 

oahould be scientifioally studied by the Railway Board. The Director of 
-Railway Audit has made a la.lfdable atteJllpt to get at the resulb of working 
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of tihe Bombay electrification schemes~ The Railway Board has also furniJJhed 
us with a valuable memorandum on the subject. So far as the Chom Power 
House is concerned, both the Railway Board and the Director agree that thEt 
Power House is actually working economically and efficiently and that the-
increase in the cost per unit is due to the fall in traffic consequent on the present 
exc~ional depression. So far as the main line electrification schemes ar8' 
concerned, unlike the Power House separate capital and revenue accounts 
have not yet been prepared and there is no clear-cut division of the transactions 
between the electrified schemes and the steam-driven part of the undertaking. 
Feeling that it is important that some comparison of resulttl with estimates 
should be made as 800n as possible and should be included in the report even 
if only approximate accuracy is attained, the Director has made his own 
a.ssumptions in regard to the allocation of receipts and expenditure between 
thetwo systems and has put them forward for consideration by the Committ.e& 
and the Railway Department with a view to arriving at some conclusion 
regarding the test method of apportionment of the figures. We have not had 
the time to examine the bases of the various assumptions which could be satis-
factorily settled only after thorough discussion between the Railway Depart-
ment and the Auditor General. The real value of the enquiry is to enable a 
comparison to be made of the present cost of working of the electrified system 
with what it would have cost in a normal year if there had been no electrifi-
cation and steam had been employed, and the real question is whether the 
assumptions to be made are sufficiently accurate and are not too numerous 
to make any comparison of practical value. Having made this clear, we have 
left it to the Railway Department and the Director of Railway Audit to discuss 
the bases of the various assumptions and to furnish to the Committee a joint 
no1ie next year as to the possibility of reaching some general agreement 
regarding the methods of calculation and tihe desirability of pursuing further 
theli ne of enquiry adopted by the Director in his report on the accounts of 
1930-31' 

15. Other O'I.d8tanding recomme'n.lklticmB.-We have considered the explana-
tions furnished and the action taken in regard to the various outstanding 
recommendations from previous years and enclose as Annexure to our 
.report a statement showing the items whose final disposal has to be watched 
through the quarterly list of outstandings prepared by the Finance Depart-
ment of the Government of India. 

Comment. on matters arising out 01 the accounts tor 1930-81. 
16. Oertain handicap8 in the ezisting system in regard to control oj expen-

diture.-
(a) Form of DemandB and Expenditure Abatract8.-0ur examination of 

the accounts has revealed certain serious defects in the existing system of 
railwav accounts which make it difficult for the administrative authorities 
to keep the expenditure ",ithin the scope and limit of the individual demands 
voted by the Legislature. The classification of expenditure represented 
by the Demands for Grants does not follow the cla.~sification of expenditure 
in the initial working accounts, on which current control by the administrative 
and executive authorities is presnmably based. The difficulties inherent 
in the present system are lucidly set forth in paragraph 23 of the Director's 
Report and Mr. Badenoch hu suggested that probably the ideal arrangement 
would be to frame a separate grant for working expenses for each railway. 
We have examined this question very carel.!1Jly and we do not recommend 
any alteration in the structure of the main demands for grants against which 
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the Controller of Railway Accounts conducts at present his appropriatioDl 
audit for all railways taken together, as in our view this arrangement is-. 
suitable for purposes of discllssion in the Legislative Assembly. We, however" 
entirely agree with the Director of Railway Audit that it is imperatively 
necessary that the arrangement of the working accounts and the sub-divisions. 
of the Demands should correspond so that administrative and ~utive 
authorities may have no difficulty in carrying out the wishes of the legislature. 
Having laid down the principle, we leave the details to be worked out in mutual 
consultation by the Railway Department and the audit authorities and 
reported to the Committee in due couree. 

17. (b) Separate demands lor strategic linelJ.-Another difficulty which 
has been referred to by the Director of Railway Audit relates to the presenta-
tion of two separate demand~ for revenue expenditure for strategic railways 
and for the Railway system of which they form part. Expenditure on the 
whole system is booked in one set of accounts and only a small portion of it is 
capable of direct allocation to strategic lines. The rest of the expenditure 
is distributed between strategic railways and the main system according to 
certain formulre. We were informed that the major part of the control of 
expenditure on strategic railways could only be exercised through the general 
measures of control over the main system and that the expenditure against 
the existing separate demand for strategic railways i8 not really controllable. 
It is admitted that as under the present convention the loss on strategic 
railways is chargeable to general {'evenues, there should be a separate account 
prepared of the transactions of these railways. We think the legislature will 
be satisfied if this information about the working results of strategic lines is 
given in a separate appendix to the Demands for Grants and, subject to this. 
being done, we recommend that the separate demand for gra.nt for strategic 
lines be done away with. 

18. (c) Comrol 01 capital expenditure on open line work.s and expenditure 
from depreciation lund.-The Director of Railway Audit has also suggested 
that it would be more satisfactory from all points of view if the two Grants, 
Nos. 8 and 10, relating to capital expenditure on open line works and expen-
diture from the depreciation fund, respectively, were combined in one grant. 
In the words of the Financial Commissioner of Railways " the present division 
is utterly futile for the purpose of control of expenditure, for once a wcrk is 
started it is only the total amount of expenditure that can be controlled.; it 
is not po3Sible to control the depreciation fund expenditure separately because 
the total amount chargeable to the fund is a fixed amount and not subject 
to any control by any authority whatboever, being the original cost of'the 
work; nor can the expenditure in a particular year be controlled because 
while the total expenditure is susceptible of increase or reduction by a varia-
tion in the rate of progress of the work, the distribution of this expenditure 
between capital and depreciation fund cannot: it is fixed according to the 
allocation in the estimate. Finally, while the works programme shown in 
the Pink. Books shows the dist.ribution between capital and depreciation fund 
undel' each item of work, the total expenditure under Demand No. 10 is distri-
buted under the various sub-heads corresponding to Demand No. 9-Appro-
priation to the Depreciation Fund, that is, the variouR cla..,,"~es of railway &~ts. 
One result of having separate grants for expenditure from capital and 
expenditure from the Depreciation Fund is that· in many railways it has 
often happened that necessary adjustments between capital and Depre-
ciation Fund have been postponed, because the administration fear that' 
the grant under depreciatiotl may be exceeded if the necessary adjustment 
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-was made. For the purpose of control of expenditure, the total expen-
-diture on the work is even now the main criterion, but the two demands have 
been kept separate becaU!~e of the different sources from which funds are pro-
vided." We agree entirely with this critici'Ull and recommend.. that the two 
Dema.nds be combined into one with effect from next year. 

19~e de not think that it will be possible to give effect to t,he recom-
mendations in paragraphs 16 a,nd 17 in the RC('Ounts and estimates of next 
year. We have therefore suggested that we should be supplied next year with 
skeleton forms of Demands for Grants, Appropriation Accounts and Working 
accounts prepared on the basis of our propo::;als and that we should he given 
a final opportunity of expressing our views on those forms before they 8,re 
actually introduced in 1934-35. 

20. Further 8implification of the form of the appropriation acco'Unts.-
We have also considered in this connection certain suggestions made by the 
Financial Commi.woner for simplifying the present form of his Appropriation 
Accounts. Taking the accounts of 1930-31, they begin with a synoPtJis of 
the causes of variations in regard to each sub-head and continue t.() explain 
in separate addenda to the appropriation accounts the detaib in regard to 
indiridual railways. These addenda cover con.~iderahly more than half of the 
pUb1ication and are reported to have involved a considerable amount of labour. 
The Financial Commissioner has propo.sed that in future each railway adminis-
tration should prepare its own appropriation accounts which would be placed 
before the Pu hlic Accounts Committee as adaenda to the ma.in A ppropriatiqn 
Accounts and that the compilation of the Financial Commissioner of Rail-
ways would only furnish the summary explanations for all railways taken 
together under the respective su'b-heads. As pointed out by the Auditor 
General, the pink books of Demands presented to the Assembly have no coun-

. terpart in the appropriation accounts and the suggested arrangement, while 
conforming to orthodox doctrine on the subject, should prove economical 
as regards labour and probably cost. We have, therefore, no hesitation in 
accepting these proposals, especially as they mean no reduction in the inform-
ation given to the As.qembly. 

21. Efficiency of internal check conducted by the RaUway Accounts Depart-
ment.-Subject to our comments below, we agree with the Director of Railway 
Audit that the work of the internal check authoriti~ has been generally satis-
factory. The fact that numerous irregularities are hrought to notice year by 
year in the Director's report does not necessarily indica.te weakness in internal 
check but rather illustrates it/:! vigilance. 

22. Chief accounts officers a.nd their use a.8 financial advisers.-The Director 
of Railway Audit has observed that there is room for improvement in the rela-
tions between the accounts and executive authorities and although we were 
assured that this was the main objective of the scheme of a separated accounts 
department on railways and that this objective was being gradually attained, 
we found both in regard to control of expenditure and the various cases of 
frands and irregularities noticed in the Director's repon that sufficient use had 
not been made of the chief accounts officer as the principal financial advisor 
of the railway administration, and that this lack of complete liaison between 
accounts and executive offices was partioularly felt in connection with relaxa-
tions of agreements wii!l contractors which were permitted by engineering 
{)~cer8. We are glad to note that the Railway Department has issued inriruo-
tions to all railway admjDjstra.~ions, emphasising the necessity for olose 

'eo-operation between accounts and executive offioers and of scrutinising mosi 
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-carefully in oonsultation with the fina.ncial adviser of the administration, viz., 
'the Ohief Accounts Offioer, all payments to contractors not admissible OIl 
a strict interpretation of the terms of the contract. 

23. In8pections oj railway offices by the account8 depa·rtment.-According 
to the Repott of the Director of Ra.ilway Audit several aooount offices found it; 
diffioult during the year to work up to their programme of inspectioQlllf' We 
were informed that this was due to lack of requi'iite staff but that a combined 
effort was being made as a.n interim a.rrangement during the current year by 
the accountEt and audit offices to cover the ground as far as funds permitted. 
We think that it is highly desirable that aITangements should be made for 
the inspection of aU railway offices hy the officers of the accounts department 
at reasonable interva18. The advantages of periodical inspection, particularly 
an occasional surprise inspection, have been impressed by the RailwayDepari-
ment on both accounts and administrative offices. 

24. Maintenance of capital and revenue accounts of buildings on railways.-
One important defect. noticed by the Director of Railway Audit in his Report 
relates to the want· of reliable and complete capital and revenue accounta of 
re.sidentiaI buililings and the diffi(;ulty in their absence of railway administra-
tions giving effect to t.he declared policy of Government in regard to the pro-
vision of quarters on State Railways. We were informed by the Financial 

-Commissioner that instl'uction~ have already been issued (in March 1931) 
that except on two Railways, the Burma and the Great Indian Peninsula 
Railways, capital and revenue aocount.s of residential buildings should be 
prepared and maintained by classes of buildings (viz., those in which rent5 
are pooled) with effect !roDJ. 1931-32. The Burma and the Great India.n 
Peninsula. Railways hH.d been permitted to postpone the introduction of 
these accounts for one year. ~-\s regards the East Indian Railway \V'here the 
state of the registers was reported to be ",ery unsatisfactory, we understand 
that the position has since considerably imprOVed and that the preparation 
of the rent schedules has been complated and that these schedules are being 
checked by the Chief Accounts Officar. 

25. Gontracts-(a) Gall Jor tenders.-We are grateful to the Director for 
bringing to our notice the fact that there is a most marked divergency between 
railways in regard to ca1l8 for t.enders before works are given uut on contract 
and that the system is practically non-existent on several important railways. 
The fundallJ.ental principle8 in regard to thk matter were enunciated by the 
Government of India in the Finance Department as long ago as August 1929 
in a Resolution issued in pursuance of certain recommendations made by the 
Public Accounts Committee. Copie8 of this Resolution were endorsed to the 
Railway administraticns by the Railway Board in September 1929 and detailed 
instruction.q on the subject were promised at the same time. We under-
stand that these instructions are now ready for is~me and in fact we were given 
by the Financial Commissioner an opportunIty of lOOking into and . criticiqing 
the dra.ft nIle dealing with the system of calling for tenders. We recom-
mend that th~ general rule should provide that tenderR shall be called for in 
all cases where works are given out on contra.ct except where, for reasons which 
tShall be recorded and communicated to the Chief Accounts Officer, the Agent 
decides that it is not practicable or advantageous to call for a tender. 

26. (6) Relazation 0/ agreementB.-A number of cases of such relaxation 
have been brought to our notice by the Director of Railway Audit. We mun 
confess that we do not see eye to eye with the railway administration in reg&rd 
-to the equity of certain payments mentioned in tbe Report and made outside 
'the terms of the original oontracts. For example, the higher payment in one 
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case has been sought to be justified on the ground that the contractor whO' 
accepted the original ra.te in the contract had had no previous experience of 
the work, tha.t. the higher pa.yment had been cla.imed immediately after the com-
mencement of the work when the difficulties were realised and that even the 
higher rate, according to the Chief Engineer of the particular railway, would 
not IN.Ye left to the contractor any margin of profit. We do not think that 
the railway is concerned with the profit or loss to the contractor who should 
be left to take the risks as well as the expected profits. In our opinion depar-· 
tures from the strict letter of the agreement could normally be justified only 
in those instances where, for example, strict insistence on the terms of the 
contract would lead to the contractor resiling from his contract and the result 
would involve large expenditure to Government in the long run. Each case 
would require expert financial advice. We are glad to note that definite instrua-
tions have now been issued that the higher' administra.tive authoritios on each 
railway should judge impartially each case of departure from the original 
terms of the contract and not agree to any proposal to vary the terms of a 
contract resulting in additional expenditure without consulting the Chief 
Accounts Officer of the railway as their financial adviser. 

27. (c) Proper Jurm oj contract.-A fruitful source of overpayment is the 
absence of written agreements for contracts, both originally and in regard to 
subsequent modifications. Verbal contracts are still common in spite of 
numerous instances of nugatory expenditure to Government entailed thereby 
and brought to notice in the report of the Director of Railway Audit from year 
to year . We note that the Rail way department have now issued strict instruc-
tions emphasising the necessity-

(,) of settling, before a work actually let out on contract iR commenced, 
the terms on which it i~ let, and o~ expressing these in the form 
of a contract drawn up where necessary on legal advice ; and 

(ii) if and when necesRity arises to modify such terms, of reducing these-
modifications to writing in proper form. 

28. Over-capitalisation on railways.-The Director of Railway Audit has 
touched on some aspects of over-capitalisation on railways in paragraphs 208 
to 213 of his Report and has made a few suggestions for counteracting this 
tendency, the feasibility of which the Financial Commissioner ha.s undertaken 
to examine. The Auditor General has drawn our particular attention to the 
very wide questions of general principle raised in the following sentence in 
paragraph 213 of the Director's Report :-

" •••.. the growth of railway capital under a system hy which all 
differences between replacement cost an~ original [Ost and all 
betterments are charged to capital, while the incl ea..qing total 
of the capital account is not checked tihrough any scheme of 
amortisation, would ser,m to render advisal:l .. ~ an earl v 
re-examination of the separation convention." -

He has added that it is a matt(~r of immediate importance that Govern-
ment should take steps to reach a decision about the rules which should govern 
in the future the allocation between revenue and capital, expenditure on 
renewals and betterments, amortisation of railway debt, and so forth. We 
agree with the Auditor General that an early settlement of the permanent 
~~ on which Works expenditure should be charged to Capital, to the Depre-
C1&tion Fund and to Revenue is desirable; for it S88ms to us that, whatever 
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the future arrangements for the administration of Railways may be, this 
question will have to be settled before the financial effect of the new arrange-
ments can be ascertained. We recommend, therefore, that it should be u,ken 
up immediately. "" 

29. BegulariBation oj expenditure em a 'new 8ermce '.-Before we conclude 
we should refer to an important question relating to the regnlarisation of 
expenditure on " a new service", classified as 'new service' by the Public 
Accounts Committee ex post facto long afrer the expenditure had been actually 
incurred. The procedure that was originally proposed to be adopted by Gov-
.emment is explained in the orders quoted below in extenso: 

" ])uring the currency of the year, expenditure upon a new service 
not contemplated in the budget of that year, has to be covered 
by a specific vote from the Legislative Assembly. This vote 
has to be for the full amount of the expenditure if no savings 
exist to meet it, vide rule 50 (1) (ii) of the Indian Legislative 
Rules. When funds to meet the expenditure can be made 
available by re-appropriation, a demand for the grant .of a 
token sum only may be submitted to the vote of the Assembly 
,under proviso t.o the. same rule. 

4' After the close of the year, rule 49 of the Indian Legislative Rules 
pro\~des for the presentation of demands for excess grants. This 
rule is expressed to apply 'wben money has been spent on 
any service ........ in excess of the amount granted for that 
service' . These words clearly postulate that some amouiJ.t 
has been granted for the service on which exc&3,S expenditure is 
incurred and consequently have the effect of excluding the case 
of expenditure on a new service from the operation of that rule. 
It is clear, however, on a comparison of rule 49 with sub-rule (1) 
of rule 50, that the omission to provide in rule 49 for the case 
of expenditure on a new service is in the nature of a lacuna. As 
it i@ not considered worth while to propound an amendment of 
the rule at this juncture, it has been decided to treat rule 49 
as applicable in the case of expenditure on a new service and to 
apply the rule in such cases as though it contained a proviso 
correspondin$!; with the proviso to sub-rule (I) of rule 50 of the 
Indian Legislative Rules." 

At our in~tance the proper procedure to be followed in such cases was 
,discussed by our Chairman with the Hon'ble the President of the Legislative 
Assemblv. We aC7ree with t·heir conclusion that under the Government of .. ~ 

India Act the action must be regularil;]ed by obtaining the formal approval of 
the Legislative Assembly to the whole expenditure and that in future, if there 
be any case of new service in the appropriation accounts of a year, the usual 
form of the Resolution for taking the report of the Public Accounts Committee 
into consideration should be expanded so as to include" and that the Assembly 
do approve the expenditure of Rs ....•...•.. on ..••••.•••••••.• ". 

30. We append to our report minutes of the proceedings which we consider 
should be considered as part of the report. We a.ssume that in accordance 
with the established practice action will be taken by the Depa.11iment as 
'necessary on the observations and recommendations contained in. those 
'p&1'&graphs.. 
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31. We wish to express our appreciation of the valuable services rendered:. 
to 118 by our Secretary, Mr. Aravamudha. Ayangar, both during our sittings 
and particularly in the preparation of the minut.es pf 0111' proceedings aDd of-
this Peport. 

~ 

V. K. ARAVAMUDHA AYANGAR, 
(8ecrel4f'y. ) 

A. A. L. PARSONS. 

B. DAS. 

ABDUL MATIN CHAUDHURY .. 

M. A. AZlM. 

11. C. RAJAH. 

ISM...1IF. L ALIKHAN. 

S. C. MITRA. 

MOHAMMAD YAKUB. 

J. RAMSAY SC<YJ.T. 

R. D. DALAL. 
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32. The non-official members 01 the CoWmittee desire to record their-
appreciation of the ability, energy and tact lttAh which the Chairman con. 
ducted its deliberations. His wide and intimate knowledge of different 
branche..CJ of financial administration has been of valuable a8sisi-ce in 
~xpediting the. work of the Committee. 

B. DAB. 
ABDUL MATIN CHAUDHURY __ 

M. A. AZIM. 

M. C. RAJAH. 

ISMAIEL ALIKHAN. 

S. C. MITRA. 

MOHAMMAD YAKUB. 

J. RAMSAY SCOTT. 

R. D. DALAL. 

DtJItil tk 16th November, 1932. 
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AOUUBE. 
(~erred t{) in pa.ra.graph 15 of the Report.) 

CA) Recommendations outstanding from previous years. 

(1) Issue of rules regulating' the custody and relinquishment of railway 
lands and buildings (Item 77 of Appendix I). 

(2) Continuance of the special rates and concessions for .Military tra.ffio 
--obtained by the Military Department from the Railways (Item SO, ibid). 

(B) Ov,r Recommendationa in the cu"ent Report. 

(1) Submission of a statement of t·he actual action taken on the proposals 
for retrenchmenli made by Mr. Badenc~h in his report dated 26th April 1932 
"{Paragraph 13 (iii) of the Report]. 

(2) Submission of a joint note by the Railway Board and the Director 
of Railway Audit as to the possibility of reaching some general agreement 
regarding the methods of calculation and the d~jrability 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 
(Paragraph 14, ibid}. 

(3) Report of t,he detailed action taken in pursuance of the principle 
laid down by the Cummittee regarding correspondence between tbe arra·nge-
ment of the working accounts abstract-CO} and the sub-divisions ()f the Demands 
(Paragraph 16, ibid). ' 

(4) Supply to the Committee of skeleton forms of Demands for Grants, 
Appropriation Accounts and Working accounts prepared on the basis of 
"Committee's proposals (Paragraph 19, ibid). 

(5) Settlement of the question of the permanent basis on which Works 
expenditure should be charged to Capital, to the Depreciation Fund and to 
Revenue (Paragraph 28, ibid). 

(6) Supply of certain information regarding railway advertisements 
given t() newspapers (Paragraph 3, Proceedings). 

(7) Necessity of laying down some procedure as soon as possible calculated 
to obnate the present delays in the apportionment of joint btation expens. 
between railways (Paragraph 46, Proceedings). 

(8) Submission of a report. on the extent to which it is found feasible .to 
adopt the various suggestions of the Director of Railway Audit made iD. 
paragraph 28 of his Appropriation Report for 1930-31 with a view to expedit~ 
the submission of monthly accounts (Paragraph Q3, Proceedings). 
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Proceedings of the Committee. -----_. 
Proceedings of the First Meeting of the Public AccCJlDts 

Committee held OD Thursday, the 3rd Novlmber 
1932, at 11 A.M. 

PRESENT. 

(1) The Hon'ble Sir .ALAN PARSONS, C.I.E., Ohairman. 
(2) Mr. B. DAS. ") 
(3) Mr. 'ABDUL MATIN CluUDBURY. , 
(4) Mr. MUHAMMAD ANWAR-UL-AzIM. .1 
(5) Rao Bahadur M. C. RAJAH. I 
(6) Mr. T. N. RAMAKB.TSHNA REDDI. ~ 
(7) Kunwer Hajee ISMAIEL ALIKBAl>i. I Mem~r8. 
(8) Mr. S. C. MITRA. I 
(9) Maulvi Sir MOHAMMAD YAKUB. 

(10) Mr. J. RAMSAY SCOTT .. 
(ll) Dr. R. D. DALAL. 
(12) Sir ERNEST BURDON, Auditor General. 

I 
I 
J 

(13) The Hon'ble Mr. J. B. TAYLOR, Financial Secretary. 
(14) Mr. P. R. RAU, Financial Commissioner,. 

Railways. 
(15) Mr. T. S. SANKARA AIYAB, Direct.or of 

Finance, Railway Board. 
(16) Mr. L. S. DEANE, Controller of Rail" ay 

Accounts. 

1 

lwu-o 
J 

(17) Mr. A. C. BADENOCH, Deputy Auditor General. 
(18) Mr. B. N. MITRA, Direct<>r of Railway Audit. 

The Chairman reported to the Committee that after discussion WIth the 
Hon'ble the President it had been agreed that whenever the Public 
AccountE: Committee in future came t<> the conclusion that particular 
expenditure was on a new service, the present motion" that the report of the 
Public Accounts CommIttee be taken into consideration" should be expanded 
somewhat in the following way: "that the report of the Public Accounts 
Committee be taken into consideration; and that the ... ~Rembly do approve 
the expenditure of Rs. .on (8. brier description of the subject) ". 
This was approved by the Committee. 

2. Th~ Committee took up the examination of the list of items shown in 
Appendix I. 

It was sathdied with the action taken or proposed to be taken in regard 
to the following items :- . 

Item No. 74.-Working of the new rules for the maintenance of priced 
store lists. 
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Item No. 78.-Report~ on th~ 'Working of individual railways by Agents 
and presentatien of a summa·ry of railway results by the Financial 
Commi~t-ioner . 

Item No. 79.-8tores accounting on the Ea.~t Indian Railway. 
~~m No. 81.-Presentation in improved form of the iable of comparative 

figures of budget and revised estimates and a.ctuals frumshed by the Director 
.of Railway Audit. 

Item No. 82.-Presentation of irregularities in a classified form by the 
Financial Commissioner. 

Item No. 84.-Presentation of a review of the appropriation accounts 
by the Financial Commissioner. 

Item No. 85.--Classification of expenditure on traffic surveys as a new 
service under certain conditions. 

Item No. 86.-Review of the position regarding rd.ilway capital expenditure 
and examination of the policy in the light of recent experience. 

Item No. 87.-&amination of the financial results of electrification 
schemes-subject to the remarks in paragraphs 66 and 57 of the~ proceedings. 

Item No. 90.-Report on the working of the system of full check over 
invoices relating to goods. • . 

Item No. 91.-Presentation of cases of short 'accounting' and short collec-
tions in station cash offices in a more useful form by the Director of Ra.ilway 
Audit. 

Item No. 92.-Making the comments on savings and excesses by the 
Director of Railway AuelJt as informative as possible. 

Item No. 94.-Safeguarding of the interests of railways against companies 
working mineraJ rights under land acquired by railways. 

Item No. 96.-Charging of royalty 1AJ revenue in the case of collieries. 
Item No. 97.-Reduotion of stores balances on ra.ilways to the minimum. 
Item No. 98.-Heport by the Director of Railway Audit regarding 

particular accounts in the Railway depreciation fund. 
Item N o. 9~.-Report of the full facts of the case regarding certain 

adjustments by the Bengal Nagpur Railway of rolling stock against capital. 
Item No. lOO.-Report on the question of accounting of stores returned 

from works or divisions but not accounted for in the stores ledger on the 
East Indian Railway. 

3. The recommendations of the Committee in regard to the rema.ining 
items in Appendix I are as follows :-

Item No. 76-Introduction oJ piece-work 8ystem on railwCJY8.-The 
. Committee considered the memorandum (A.ppendix Ill) furnished by the 
.Financial Commissioner and agreed with the Railwa.y Department that the 
question of extending the piece-work system must await the return of normal 
conditions. 

Item No. 76-Repurt on the mw 8yBtem oj chuking and coUecting tickets 
introduced on the East I'lldian Railway {Appendix IV).-The Committee noted 
tha.t on the East Indian Railway the results of the working of the new 
schem9 were satisfactory. . . 



Item No. 77-1 S8'Ue oj rules rei"ilatihg tke acquisition, custody and relin. 
pishment of railway lands and b'ltilding8.-The Financial. Commissioner 
explained that the rules for acquisition had been issued and those for custody 
and relinquishment had been drafted and were now under consideration by 
other departments of the Government of India. The Committee wa.4sured 
that the rules would be issued before the end oftha year. At the instance of 
the Committee, the Financial Commissioner undertook to send a copy of the 
rules to the Director of Railway Audit and the Auditor General was requested 
to report to the Committee if he or the Director had any comments to make. 

Item No. 8O-Queation oj the conti11lua'TU'.e of the special rate8 and 
C01lCe8sionsJor military traffic.-The Financial Commis.qioner explained tha.t 
the Army Department had not come to a decision and pointed out certain 
difficulties in the settlement of the question, e.g., loss to the revenues of the. 
Government of Iri.dia as a. Whole by the withdrawal of the concessions by 
company-managed lines and to railways by diversion of military traffic to roads. 
The Committee desired that the matter should be pressed to a conClusion as 
soon as possible. 

Item No. 83-Report on tke priming work done in the Railway Publicity 
Department, etc. {,Appendir.es V and XX).-The Financial Commissioner 
undertook to supply the Committee with a list of the newspapers getting 

. advertisements as well as the number of occasions on which advertisements 
had been given to those papers. Be also promised to supply the Committee 
with information regarding the space taken by these advertisements if it 

, was readily obtainable. . 
Item No. 88-Verification oj Jads in tke Report oj tke Director oj Railway 

. Alldit.-Tbe Committee desired that any delay in the verification of facts 
by the Railway Department should 00 reported by the Director or the Auditor 
General, one of whom should bring it to the notice of the Committee. 

Item No. 89-Report by the Railway Department on action talcen on case8 of 
irregularity mentioned in the Director' 8 Report since its pu-blication·.-The Com-
mitf;ee decided to repeat its recommendation of last year that it would be most 
helpful and would curtail unnecessary discussion if it wa..~ furnished· before it 
began its meetings with a statement from the Railway Department. showing 
the action that had been taken since the publication of the report, including 
any further explanatory notes which the Department wished to add. The 
Committee wished to add that it would be most convenient if the report was 
made as and when each case was dealt with by the Railway Department. It 
was explained by the Financial Commissioner that no statement was furnished 
,this year as separate memoranda had been submitted on several important 
points raised, and ·there was nothing to say on others. Cases where there was 
a serious difference as to facts had been taken up and settled with the Director 
of Ra.ilway Audit who had amended some paragraphs of his report . 

.Item.N o. 93-Report on the effect of the iS8U,e oj instructions condemning 
tke method oj irregularly increaaing sanctioned establishments by utilising coolies, 
gangmen, etc. (Appendix .VIII).-The Committee was informed that though 
the irregularities continued, ~hey were being reduced. The Director of 

. Railwa.y Audit was requested to make a further report next year whether the 
in'ltructions that had been issued by the Railway DeparGment were being 
effectively carried out. . . 

Item No. 95-Beporton the ~king oJ the procedure re.garding commence-
ment oj works and preparation oj eBtimates.-It wa.s explained by the Auditor 

. General that the J,Ilemorandum (Appe~dix Vll) furnished by the Railw,:,y 



Depa.rtmen~ had not yet been formally BOrutfnised by the Director of 
Railway Audit. The Committee decided to make a general recommendation 
that the Director of Railway Audit should regularly 80rutinise all memoranda 
submitted by ·the Railway Departmeni to the Committee and bring to 
~he nO\re of ~he Committee any points on which he was not; satibfied. 

Item No. 101-Def!itiflg interest eha.rges to t»pittJl outlay after the opening 
01 the VizagaptJtam HarbO'Ur.-The Committee was infonned that it had been 
decided not to inflate the capital by debiting interest charges to capital after 
the opening of the Harbour but to charge them directly to revenue. 

4. 'l'he Committee then considered the Auditor General's letter (Appendix 
II) and the Report of the Director of Railway Audit. 

Paragrapi 2 01 the Auditor Ge'nef"al'8 Zeller. 

5. The Committee was satisfied tha.t the documents circulated during the 
current year, including the two special reviews dealing with the financial 
ad.m.ini~tration and the financial results of the working of Railw"ys, provided 
adequate material for the examination of the Railway Appropriation Accounts 
and recommended that lIhe same facilities should continue to be given in futur& 
to the Public Acoounts Committee for the sorutiny of Railway financial 
administration. 

The Auditor General suggested that in future the Financial Commission-
er's review of the appropriation aoc.ount8 should be made available to the 
Director of Railway Audit by the 15th of April as the latter's report had to be 
based on the appropriation accounts and the Financial Commissionerts review. 
The Financial Commissioner said he would endeavour to do so. 

Paragraph 6 oj the A'uditor Ge1&eraZ's letter aM Ohapter I V of the Report oj 
Director 0/ Railway Audit. 

6. Paragraph 32 o/the Director's Report.-The Committee agreed with the 
Director that the present fina.ncial stringency had forced on the railway 
administrations a policy of rigid control of expenditure and that if this control 
were not relaxed in future, the period of financial stringency would not be 
without benefit. The Committee was as[lured by the Financial Commissioner 
that the measures take~ to control expenditure would be continued. 

7. Paragraph 33, ibid.-The Committee ondorsed the suggestion of the 
Director that full use should be made of the Chief Acoonnts Officer as their 
principal financial adviser by the various railway administrations. 

The Committee agreed with the Director that postponement of re-appro-
priations to the end of the year was not conducive to sound financial control 
and decided to watch the effect of the genera] instructions that had leen issued 
on this matter by the Railway Board. 

S. Paragraph 36, ibid.-The Committee a.greed with the Director tha.t the 
best remedy for the delay in the presentation of the. appropriation account! 
was a more complete liaison between 1ihe accounts and execuuve authorities. 
The Committee was informed that the separation of accounts, which was 
devised to a.chieve this resul1i, had led to some improvemena; in this direction. 
The Committee expressed complete concurrence with the view of the Director 
that improvement could only be etlected if departmenta.l officers themselves 
watched 1ihe variations in expenditure· and satisfied ~ems&lv .... to the 
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reasons for those variations. The Financial Commissioner expla.ined that. 
ganeml instructions had been· issued impressing on depa.rtmen1al officera· 
their responsibility in regard to this matter. 

9. Paragraph 37, ibid.-The Committee examined the reasons for the 
varioU3 excesses in votable grants a.nd decided to recommend nhat the ,~ess61S 
be voted by the Legislative Assembly. 

10. Paragraph 51, ibid.-The a~tention of the Committee was dra.wn to the 
remark in this paragra.ph that the railway administrations proceeded on the 
assumption that their original demands had been met in full and that the 
Railway Board was still working on a system of over-allotment. The Com-
mittee entirely agreed withlihe Director that from the appropriation audit 
fi:,~t of view the railway admjnistrations must be asked to take measures to 
. ·t expenditure to the amounts distributed by the Railway Board. The 

Financial Commissioner promised to issue general instmctions in regard to 
this matter. 

11. Th~ Committee then adjourned ti1l2-30 P.M. 



Proceedings of the Sec oDd Meetiag of the Puhlic 
Accounts Committee held 08 Thor,d.y, the 3rd 
NAyemlter 1932, at 2.30 P.M. 

PRBsBn. 

(1) The Hon'ble Sir ALAN PABSONS, C.I.E., Ohainnaft. 

(2) Mr. B. DAB. 
(3) Mr. ABDUL MA.TIN CHAUDHURY. 

(4) Mr. MUHAMMAD ANwAR-UL-AzIM~ 

(5) Mr. T. N. RAMAKRISHNA. REDDI. 

(6) Kunwer Hajee ISVATBI. A I/um A 'N. 
(7) Mr. S. C. MrmA. 
(8) Maulvi Sir MOHAMMAD Y AXUB. 

(9) Mr. J. RAMSAY Soorr. 
(10) Dr. R. D. DALAL. 

(II) Sir ERNEST BURDON, Auditor General. 
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(12) The Hon'ble Mr. J. B. TA.YLOR, Financial Secretary. 

(13) Mr. P. R. RAU, Financial Commissioner, Railwa,YS'l 
(14) Mr. ~. S. SANKARA. AlYAR, Director of Finance, Witnesse8. 

Railway Board. J 
(I5) Mr. L. S. DEANB, Controller of Railway Accounts. 
(16) Mr. A. C. BADENOCH, Deputy Auditor General. 
(17) Mr. B. N. MrmA, Directcr of Railway Audit. 

12. Paragraph 76 oj the Report oj the Director oj Railway Audit.-The 
Committee considered the large excess under Grant No. 10 along with the big 
saving under Grant No.8. The Financial Commissioner explained the various 
difficulties that had arisen from the fact that separate grants were now required 
for expenditure from capital and expenditure from the depreciation fund. 
The Committee decided to recommend that with effect from 1933-34 Demands 
Nos. 8 and 10 should be combined in one demand. 

13. Paragraph 78, ibid.-The Committee considered the memorandu.n 
(Appendix XI) furnished by the Auditor General regarding the results of the 
scrutiny of the pro forma depreciation fund accounts of company-managed 
railways maintained by the Railway Board. In view, amongst other things, of 
the statement of the Auditor General that it was impossible now to check 
completely these pro furma acCOunth, that considerable expense would be 
involved if the examination were pursued further and that in the end, owing to 
the absence of certain data, the check would only be partial and not complete, 
the Committee accepted the suggeotion that the past accounts might be &CCE"pted 
as being fairly accurate, after being &o8ured that measures had been taken 
to ensure that in future the audit. of these accounts would be regular and 
effective. 



14. Paragraph 47, ibid.-As regards the large number of cases (If mis-
classification of expenditure, it was explained that a certain number of cases 
of genuine doubt regarding classification were bound to occur and that what 
was nece3Sary to ensure was that no misclassifi.cation of large amounts occarred 
on account of carele~sness. The Financial Comm.iP.sioner informed tht Com- . 
mittee that a list of the cases brought to notice in the Director's Report had 
been ciroulated to all railways and that instructions had been issued on the 
subject with a view to improving the present position. 

15. Paragraph 48, ibid.-The Committee examined the various ca~8 
mentioned in this paragraph which fell under rule 52(2) (ii) of the Indian Legis-
lative Rules. The Financial Commissioner explained that in regard to the 
reappropriations mentioned in clauses (a) and (c) no cognizance of the orders 
referred to therein had been taken in the Appropriation Accounts. As regards 
clauses (b), (e) and (l), he informed the Committee that it was contended by the 
railway administrations concerned that the reapprvpriations had been sanc-
tioned before the end of the year though the sanctions were communicated 
only after the close of the year. He added, however, that in the view of the 
Railway Department the postponement of reappropriations till the last few 
week~ of the year wae not conducive to sound financial control, and that 
the necessity for reappropriations should be examined as soon as it arose. 
and the required reappropriatioJ)s made immediately. As :i.egards. the 
question of utilizing credits for incre8.ciing the supply cf the spending 
departILent, referred to in clause (d), the Committ~ considered this po4tt, 
&6 a general queE.tion along with t.he observatioruz of the Director in para-
grapbs 49 and 50 of his Report and those of the Finan~iaJ Com:o:Jsoioner in 
paragraph 89 of his review of the appropriation accounts. The Committee 
came to the conclusion that a~ a general rule no controlling officer sho}1ld be 
permitted to use unexpected credits in order· to increase hih spending power·· 
and left the question re~al'ding the· exhibition of various ,claSses of credits, 
mentioned by the Financial.commissioner in paragraph 89 of his Review, to be, 
settled by him in consultation with the Director of RaHway Audit and the. 
Auditor General. 

16. Paragraph 52, ibid.';'In regard to the maintenance of the accounts· of' 
the Bengal and North-Western and Rohilkund and Kumaon Railwayg on an; 
old classification bac;is, the Financial Commissioner ~xpla~ed that the: 
Railway Department were noV! considering a revised standR.rd classification and; 
that the basis now adopted by the two Railways was one which had been 
authorised by the Railway Board about ten years ago. He added that-he was-
awaiting the final &ettlement of the revised standard classification before" the 
two particular Railways mentioned. were aBked to ohange their basis of c1assi-, 
fication. ' " " 

, . 17. Paragraph 67, ibid.-The C.ommittee agreed ",it·h the Director that thb, 
postponement of the &dju~tment of expenditure under the proper head ~ j,h~. 
account~ on the ground that "funds were very tight for construction of workS! 
in progress" was objectiobable and that in the pre~ent. case the postponement 
had not even the excuse of want of provision. The Financial Commissioner 
infonned the Committee that the irregularity had· been brought by the_ 
Railway Board to the notice of the Agent who had been instructed to f9110w . 
the proper procedure in such cases in future. 

18. Paragraph 70, ibid.-The attention of the Committee was dran to 
certain bad cases of mi8classificat~on.· It was e:q>lam~ that the Controller : 
of Railway Accounts waaJooking into this question. The Committee suggested ' 
that stricter measures should be taken to a.void the occurrence of instances of ' 
the kind that had been noticed in the year under mport.· . 



19. Paragraph 74, ibid.-The Financial Commissioner, explained to the 
Committee in detail the circulIlstances in which the origi..na.l estimates under 
this g{.ant, which was found to be considerably in excess of requirements, 
were framed. 

20. Paragraph 82, ibid.-The Committee considered the suggestion of the 
Director regarding the eliminatIon of certain miscellaneous charges from Grant 
No. II. The Financial Commissioner informed the Committee that the 
Drawing branch had since been ama1gamated with the Central Standards 
Office and explained the reasons for not including the expenditure on the 
office of the Controller of Railwav Accounts under GrantNo. I,-a view in 
w.hich the Committee concurred. ~ 

21. Dealing generally ~ith the result~ of control of expenditure and of 
appropriation audit presented in Chapter IV of the Report by the Director of 
Railway Audit, the Auditor General informed the Committee that if the review 
of the appropriation accounts prepared by the Financial Commissioner were 
made available to the Director earlier than during the current year and before 
the Director's report was published, a great deal of the comments in the present 
chapter of the Director's Report wouJd be eliminated. He hoped that in 
course of time the material supplied to the Committee in the appropriation 
accounts and in the report of the Direct()~ would be simplified and that in 
future the remarkc of the Director wouJd only relate to any important points 
not brought out in the Financial Commissioner's review. 

(Jh,apter VoJ ,he Report oJ th.e Director oJ Rail~ A ttdit. 
22. The Committee approved the method of treatment adopted by the 

Director of Railway Audit in this ohapter and found the presentation olear~ 
In this connection, the Committee considered the 8llggestion made in para-
graphs 69 and 70 of :Mr. Badenoch's report of the 26th April 1932 on the 1imiW.-
tion of audit and retrenchment in the Railway Audit Department and decided 
to give a good deal of discretion to the Director in regard to the presenta.tion 
of the results of his test audit for each year with reference to the matters 
requiring to be brought to notice in that year without tying him down too 
much to any particular method of presentation, as for example the compara-
tive or the review m~od. . 

23. The Committee considered the suggestion made last year that the 
appropriation aoc.ounts of the Financial Commissioner should contain an analy-
sis of the results of the audit scrntiny conducted internally by the Railway 
Accounts Department. The Committee agreed with the Financial Con:unis-
sioner and the Auditor General that 'c if it is a question of judging the efficiency 
or othenriBe of the internal check conducted by the accounts department, •• 
• • • • • material for this can most easily be found in the results of the independent 
check conducted by the Director of Railway Audit and •...•...•. if the analysis 
of the activities of the accounts department required 'by the Public Arcoun+,. 
Committee is really intended to be an estimate of the value of the work turned 
out by them it could very usefully be undertaken by the Direcfior of Railway 
Audit." The Auditor General suggested that with a view to enabling the ted 
audit staff to carry out its functions in this matter, the aooounts department 
should communicate to audit at an ea.rly stage all irregularities discovered by 
them and also make available to the test audit staff their own records contain-
ing the various objections, defects, etc., noticed in the course of their internal 
check. The Fina.nci&l Commj88ioner agreed with this su~tion and added 
that the test audit staft were even now in receipt of the faCilities desired by 
the Auditor General 

• 



24. The Financial Commissioner informed the Committee that the Rail-
way.Department had found the presentation of the results of teat audit in 
Chapter V of the Director's Report very useful to the Administration in the 
matter of controlling expenditure. • • 

25. Paragraph 91 oj the Director' 8 Report.-It was sta.ted tkat a convention 
had been arranged that the Director of Railway Audit might use any irregu-
larity, the facts of which had been accepted by the local ra.ilway administra-
tion, to illustrate a point, on the understanding that he did not ask either the 
Public Accounts Committee or the Railway Board to disCURS his illustrations as 
individual irregularities. While not desiring to hamper the Director in the 
matter of utilising such instances of irregularities as he thought fit, irrespec-
tive of their importance, to illustrate any particular point, the Committee con-
sidered tha.t it should not he precluded from pursuing such illustrative cases 
further with the Railway Department if it was considered necessary. 

26. 'l'he Committee adjourned till 11 A.M. on Friday, the 4th November 
1932. 

. -



ProceeuDgI of the Third Meeting of the Puhlic Accouatl 
"mmitt .. held OD Frida" the 4th Novemher 1932, 

~ 

at 11 A.M. 

PBBSENT. 

(1) The Hon'ble Sir .ALAN PARSONS, C.I.E., Ohairman. 

(2) Mr. B. DAB. 
(3) Mr. ABDUL MATIN CHAUDHUBY. 
(4) Mr. MUHAMMAD ANwAR-UL-Aznt. 
(5) ~ Bahadur M. C. RAJAH. 
(6) Mr. T. N. RAMAKBTSHNA. REDDI. 
(7) Mr. S. C. MITRA.. 
(8) Maulvi Sir MOHAMMAD Y AXUB. 
(9) Mr. J. RAMSAY SCOTT. 

(10) Dr. R. D. DALAL. 
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I t Member8. 
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(11) Sir ERNEsT BURDON, Auditor Ge~era.1. 
(12) The Hon'ble Mr. J. B. TA.YLOR, Financial Secretary. 

(13) Mr. P. R. RAu, Financial Commissioner, Railway.;. } 
(14) Mr. T. S. SANKARA. ArYAR, Director of Finance, W·tneB8e8 

Railwav Board. I • 

(15) Mr. L. S. DEANE, Controller of Railway Accounts. 
(16) Mr. A. C. BADENOCH, Deputy Auditor General. 
(17) Mr. B. N. Mrrlu., Director of Railway Audit. 

27. ParagrapkiJ 92 and 93 oj the Report oj the Director oj Railway .A wUt.-
The Committee accepted the remarks in these paragraphs as giving a very 
fair statement of the position regarding the efficiency of the internal check 
organ.iza.tion on railways. 

28. Paragraph 94, ibid.-The Committee was strongly of the opinion that 
it was highly desirable that snitabl&a.n&ngements should be made for the 
inspection, at reasonable intervals, of all railway offic~. In regard to the 
mistakes reported in the apportionment of earnings between the State lines and 
Company-managed lines, the Financial Commisoioner agreed to ask the Con-
troller of Railway Accounts to issue necessary instructions to all accounts 
officers to guard against such mistake.j in future. 

29. Paragraph 9,5, ibid.-As regards the large di1ferences between muster 
rolls and labour cards, the Committee was assured that the importance of 
timely reconciliation had been impressed on all accounts officers and that in 
future complete reconciliation would be made at the end of each year. 

30. Paragraph 96, ibid.-The Financial Commi.ssioner irtformed the Com-
mittee that he was in full agreement with the remarks of the Director that the 
duties of the Chief Accounts Officer of Railways should not be confined merely 
to the business of accounting and internal check but that he should, as 
financial adviser of the railway, devote special attention to a general examina-
tion of the finances of the railway in order to be in a position to make 
suggestions for reduction of expenditure or for inoreaae of revenue. 
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. 31. Paragraph 99, ibid.-The Committee agreed that the state oftlJ.ecash 
and pay departments of Ra.ilways required continued vigilance on the part of. 
chief accounts officers. 

32. Paragraph 102, ibid.-The Financial Commissioner stated that the 
measures that had been taken on the Assam. Bengal Railway for pretenting 
frauds due to collusion between the head booking clerk and the balance sheet 
checker in the accounts office had been communicated to all railways and had 
been commended tc them fur consideration and adoption. 

33. Paragraph 103, ibid.-The Financial Co:mm.issioner was asked to send 
to all railways a copy of the rules that had been prescribed as a result of the 
recommendations of the Committee appointed on the Great Indian Peninsula. 
Railway to enquire into the case of fraud in connection with the payment of 
labour. The Committee also made a general recommendation that no depart-
mental enquiry should be delayed on the plea that the case was being separately· 
investigated by the police .• 

34. Paragraphs 108 to 116~ ibid.-The Financial Commissioner inJormed 
the Committee that the special attention of Railway administrations had been 
drawn to these paragraphs and that the Railway Department had emphasised' 
the necessity of settling, before a work actually let out on contract w~ com-
menced, the terms on which it was let out and of expressing these in. a form., 
drawn up, where ncceRsary, on legal advice; of reducing any su"Qsequent 
modifications in the terms of the contract to writing in profJer form; and of 
scrutinising in consultation with their financial a.dviser any paYments not 
admissible on a strict interpreta. tion of the terms of the contract. The Financial 
Commissioner also read out to the Committee the instructions that had heen 
issued to Railway administrations regarding the timely ascertainment of 
responsibility of officers in cases of financial irregularities (Appendi:r XVII). 

35. Paragraph 113, ibid.-The Financial Commissioner agreed with the 
Director that amounts acknowledged to be due to contTactors should not have 
been ,unnecessarily held back as it entailed loss to Government in the shape of 
interest on such delayed payments. The Financial Commissioner undertookt 
to issue instructions to all Railway administrations in this matter. 

Dea.ling generally with the question of lump-sum contracts, the Committee 
agreed with the Financial Commissioner that such contra.cts were advantageous 
to Government only in certain cases, as for example, where works were of 
a simple cha.racter, and did not require detailed technical supervision or 
the use of costly ma.chinery. 

36. Paragraph 114, ibid.-The Committee agreed with the Director that 
in cases where Railways incurred 6XpeilditUieon behalf of other GoveTnment 
departments or other parties, it was highly desirable that they should obtain 
the prior written consent of the latter before the commencement of the work 
in order to safeguard Government in the matter of the apportionment of 
expenditure. t 

37. Paragraph 116, ibid.-The Committee agreed with the Director that 
it was necessary that the higher adminiRtrative authority on each railway should 
judge impartially all cases of relaxation from the strict terms of agreements, 
and should not agree to make any payments not permissible under the original 
contract without, consulting their Chief Accounts Officer, and recording briefly 
the justification for relaxation. 

• In regard to these two points. please see Railway Board's Circular letter 
No. 1 72S-B., dated the 10th November 1932, since iaaueci (Appendix XXI). 

t IDStntotiona ainoe iasued. ftde Railway Board's Circular letter No. 1728-B., dated 
the 10th November 1932 (Appendix XXI). 
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38. Pamgraph 117, ibid.-The Finanoial Commissioner informed the 
Committee that under paragraph 7 of the agreement form, allllDauthorised 
alterations in the tender form could be disregarded by the railway authorities,., 
but ftl'tat it was necessary liO inform tanderers of this a.otion if Government 
was to i,e protected against subsequent claims by the tenderer in a court of 
law. 

39. Paragraph 119, ibid.-In connec;tion with a large capital expenditure 
of about 23 lakhs on the purchase of land, which had so far proved unpro-
ductive, the Financial Commi.ssioner informed the Committee tbat it was 
hoped that, with the return of normal conditions, it would be possible to 
lease out the lands and realise renta which would cover the interest on the 
capita.1 expenditure. He added that the lands would ultimately be required for 
railway eno6IlSion and that it had therefore been decided to hold on to them 
without disposing of them in a depressed market. 

40. Paragraph 121, ibid.-The Committee recorded their opinion that. 
before rp.ilways embarked on a.rra.ngements for the ~upply of water involving 
considerable expenditure, the water should be tested to see whether the new 
source of supply would be rea.lly useful for the purposes required. 

41. Paragraph 12f}, ibid.-The Committee expressed satiafa.otion at tbe 
considerable reduotion that had been made in the balances of stores held on 
milim~. . • 42. The Committee adjourned till 2-30 P.II. 

I 
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·Proceedings of the Fourth MeetiDg of the PubHc Accounts 
Committee held on Friday, the 4th November 1932, 
at 2-30 P.M. • 

• 
PRESENT. 

(1) The Bon'bIe Sir .ALAN P ABSONS, C.I.E., Ohairman. 

(2) Mr. B. DAS. 1 
I 

(3) Mr. ABDUL MATIN ClwrDHURY. 

(4) Mr. }IUHA.MMAD ANwAR-UL-Azm. 

(5) Mr. T. N. RAMUrRTSHNA REDDI. 

(6) Mr. S. C. MITRA. ~ Member8. 
(7) Maulvi Sir MOHAMMAD YA.XUB. 
(8) Mr. J. RAMSAY SCOTT. 

(9) Dr. R. D. DALAL. 
(10) Sir ERNEST BURDON, Auditor C~neral. 

. I 
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(ll) The Hon'ble Mr. J. B. TA.YLOR, Financial Secretary. 
(12) Mr. P. R. RAu, Financial C.()~sioner, Railways. 
(13) Mr. 1'. S. SANKABA. AlYAR, Director of Finan(',e, 

Rail way Board. 
(14) Mr. L. S. DEANE, Controller of Railway Accounts. 

(15) lire A. C. BADENOCH, Deputy Auditor General 
(16) Mr. B. N. MITRA, Director of Railway Audit. 

1 W. t H'llUBU. 

J 

43. Paragraph 132 of the Report of the Director of Railway Audit.-The 
Financial Commisbioner explained that the unnecessary purchase of wheel 
centre~ by the Controller was due to the fact that the Chief Mechanical Engineer 
had not been informed immediately of all returns of buch articles to stock by 

. workshop~. The Committee observed' that it was highly important that 
Controllers of StDres should have an accurate knowledge of the steck in hand 
throughout the systems on which they were serving, before they ordered 
purchaseg, and that estimates of requirements ~hould not be made merely on 
the basis of previous actuals but should be framed on an intelligent basis. * 

44. Paragraph 152, ibid.-The Financial Commissioner in!ormed the 
Committee that complete capital a.nd revenue accounts of buildings had been 
introduced and were being ma,intained on all railways except the Great 
Indian Peninsula and Burma Railways with effect from 1931-32, and that in 
the case vf the two latter Rai1wa.y~ steps had been taken to introduce t':te 
svstem with effect from the current year. He added that the Agent of the 
East Indian Rai1way, where the state of registerS of rentable buildings was 
unsatisfactory, had reported that the position had now greatly improved. 
The Director was asked to make a further report on this question next year . 

• Neceasary instructions since issued, vide Railway Board's CircuJar letter No. 1728-B., 
dated the 10th November 1932 (Appendix XXI). 
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45. Paragraph 153, ibid.-The Committee recommended that in the new 
rules on the subject of contracts, which were under ia€ue by the Railway Depart-
ment, it" should be clearly laId down that tenders should be called for in all 
cases except where, for special recorded reasons, it was considered by the Agent 
to ~ either not practicable or not advantageous to GovE'.rnment. 

4fr! Paragraph 167, ibid.-In connection \Vith the simplification of the 
Syst.elll of apportionment of joint station"expenses between railways, the Com-
mittee emphasised the necessity of la.ying down some procedure as soon as 
possible which would obviate the present delays in the apportionment of 
expenses and which would not also stand in need of revision from year to 
year. 

47. Paragraph 171, ibid.-The .Financial Commissioner explained that in 
the case of lines wcrked on rebate terms the loss reported in this paragraph 
would be considerably reduced if account was taken of the fact that charging 
a higher percentage meant reducing the percentage received by Government 
or increasing the 10€8 payable by them. 

48. Paragraph 176, ibid.-It was explained that the peculiar provisions in 
the contract referred to in this paragraph "ere considered necessary in order 
to induce the Assam Bengal Railway to take up the construction of branch 
lines; from which, as at the time it was expected that the f'Ampany's contract 
would shortly expire, the CoJDP&ny could expect to get no profit. 

49. ParagraphB 208 to 213, ibid.-The' Financial Commissioner undertook 
to examine the suggestions made by the Director rega.rding reductions in the 
authorised stock of company-managed railways and the adoption of the 
capacity or tractive effort basis of replacements to counteract the tendency to 
over-capitalization. The Auditor General had suggested that it was necessary 
to examine the question of over-capitalization of railways and to lay down 
proper rules regarding allocation between revenue and capital, expenditure on 
renewals and bettennents, amortization of railway debt, and 80 forth. The 
Committ~ considered that it was highly desirahle to ascertain the best. finan-
cial basis for any future arra.ngement and decided to make suitable recommend· 
ations on this subject. 

50. Paragraphs 214 to 220, ibid.-The Committee examined the analysis 
of the depreciation fund accounts presented by the Director, hut did not find 

. it pORSible to reach any definite conclusion from the examination of the depre-
. ciation fund balances. The Financial Commissioner, however, undertook to 
examine the suggestion made by the Director in this connection. 

51. The Committee was furnished with balance sheets of various railwavs 
and railway oollieries. The Commitree approved of the form in which lih~ 
balance sheets had heen drawn up subject to certain modification.1;J in detail 
accepted by the Financial Commissioner. At the instance of the Committee, 
the Director of Railway Audit undertook to include in his future reports suit· 
able comments from the audit point of view on important points in the 
balance shoots. 

The Committee decide.d to consider in a separate meeting the question 
of the management ot railway collieries and the policy in regard to the 
purchare of coal in the market .• 

52. The Committee adjourned tillll A.M. on Saturday, the 5th November 
1932. ' 
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Proceeding. of the Fifth Meeting of the Public Accoaata 
Commi~ee held on Saturday, the 5th November 1932, 
at 11 A.M. • 

PRESENT. 

(1) The Hon'ble Sir ALAN PARSONS, C.I.E., Chairman. 

(2) Mr. B. DAS. 
(3) Mr. ABDUL MATIN CHAUDHURY. 
(4) Mr. MUlLUIMAD ANwAR-UL-AZIM. 
(5) Rao Bahadur M. C. RAJAH. . 
(6) Mr. T. N. RAMAKRISHNA REDDI. 
(7) Mr. S. C. MITRA.. 
(8) Mauhi Sir MOHAMMAD YA.K~. 
(9) Mr. J. RAMSAY SCOTT. 

(10) Dr. R. D. DALAL. 

'1 

I Member., 

J 
(11) Sir ERNEST BURDON, Auditor General. 
(12) The Hon'hle Mr. J. B. TAYLOR, Financial Secretary. 

(13) Sir GUTHRIE RUSSELL, Chief Commissioner of 
Railwa.ys. 

(14) Mr. P. R. RA.u, Financial Commissioner, Railways. 
(15) Mr. T. S. SANKA.RA. ArrAR, Director of Finance, 

Railway Board. 
(16) Mr. L. S. DEANE, Controller of Railwa.y Accounts. 
(17) Mr. A. C. BA.DENOCH, Deputy Auditor General. 
(18) Mr. B. N. MITRA, Director of Railwa.y Audit. 

• 

'1 
~ W it1le88e8. 

I 
J 

53. The Committee discussed with -the Chief Commissioner, Railways~ 
'the case of the XA type of engines mentioned in paragraph 120 (If the Dirac .. 
tor's Report. The Chief Commissioner explained that these engines were 
originally intended for mixed goods and passenger traffic on hranch lines and 
that the trou hIe arose when they were used on eervices other tha.n those for 
which they were designed. He added that the difficulties were experienced 
only on particular sections on the Great Indian Peninsula Railway, where 

, black cotton soil was encountered, that almost all the engines were now in 
. use and that they were working satisfactorily ebewhere. 

54. The Chief Commissioner concurred with the view expressed by the 
. Director in paragraph 123 of the latter's Report regarding disciplinary action 
on railways. 

55. The Committee discussed with the Chief Commissioner the question 
of the purchase of stores by railways and t.he utilization of thc Indian Stores 
Departmcnt. fo~ this purpose. The Committee was informed that there was 
a half-yearly meeting between the Railway Board and the Chief Cont.roller, 
Indian Stores Department, and that additions to the list of articles purchased 
through the latter department were being made from time to time. The 
only classes 01 articles which the Railway Board were buying themselves were 
sleepers, coal, wagons and Jocomotives. Dealing with the rupee tender system,. 
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the Chief Commissioner agreed that the introduction of the system had. increas-
ed the volume of puroha..qes in India and couseq uently the purchases through 
the Indian Stores Department. 

00. The Committee then considered in conSultation with the ClUef Com-
miss.joner the Director's Report on the results (If the electrification schemes 
and t~ memorandum (Appe1&diz VI) furni~ed by the RailwayDepartment 
on this subject. It was found that in the view of both the Railway Department 
and the Director of Rail wa.y Audit, the Chola power house taken by 
itself was actually working econonUcally and efficiently and tHat the 
adverse financial results ,,,"ere due to the fall in traffic. 

57. The Committee examined the question of the main line electrifica-
tion scheme on which there were some differences of opinion between the 
Railway Department and the Director of Railway Audit regarding some 
assumptions made in connection with the presentation of the results. The CAlm-
mittee was interested in the figures and desired to have a joint note on the 
subject by the Railway Board and the Director based on agreed facts a.nd 
assumptions after mutual discussion. 

58. The Committee then considered. certain suggestions that had been 
made for improving the form of the Demands for Grants and the form of the 
Expenditure Abstracts maintained by the Railway Department and used &!; a 
basis for the control of expenditure agairust grants. The Committee agreed 
that it was fundamental that the grants. should be voted in a form whiC!h 
made it possible t.o watch expenditure against the sub-heads of the grant and 
to take steps to limit the expen(Hture to the amounts voted and that it ·was 
equa.lly fundamental that there should be conformity between the arrangement 
of heads in the accounts abstracts and the sub-divisions of the grants. Having 
agreed to the principles, the Committee left t.he detaib to be worked out in 
mutual consultation by the Railway Department and the audit authorities, 
and reported to the Committee in due course. 

59. In the Appropriation Accounts for the year 1930·31, the Financial 
Commksioner had, with the approval of the Auditor General, sepa.rated the 
main accounts from the detailed a~ounts and subsidiary statements and had 
confined the synopsis of the causes of variations to each sub-head of the grant, 
transferring the detaiL~ in regard t() individual railways to an addendum to 
the Appropriation Accounts. The Committee agreed with the Financial Com-
missioner that in future each railway administration should prepare its own 
Appropriation Accounts which would be placed before the Committee 38 
addema to the mn-in Appropria.tion Accounts for a.ll railways in India. 

60. As regards the comirol of expenditure on strategic railways, the Com-
mittee was informed by the Financial Commissioner that the strategio system 
wa.s, in effect, conlirolled through the genera.l measures of control over th6 
main line of which it formed a part and that separa.te control of the expenditure 
of the stra.tegic ra.ilwa.ys was almost impossible. The Committee decided to 
recommend that in future there need not he a separate demand for strategio 
lines apart from the demand of the main line of wbbh they formed Jmrt, liut 
tha.t, for the convenience of the legisla.ture, there should be an appendix liO the 
~nds for Grants giving in one place all the figllr68 rela.ting to the strategio 

61. The Committee was infOTJDed that it; would not be possible to give 
effect to() the proposaLIJ mentioned a!r.ove in the coming buc4t.t et. At the inslia.nOe 
of the Committee, the Financial CommissiOl16r undertook to pl'loCe before lihe 
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Committee next year skeleton forms of Demands for Grants, Appropriation 
Accounts and Expenditure Abstracts which would be brought into use 
with effect from 1934-35. 

62. As regards the observation in paragra.ph 18 of the Director's Report 
that the initial accounts do not record voted and non-voted eXJN»lditure 
separately, the Controller of Railway Accounts pointed out th~ this now 
applied only to the Burma Railways and that even on that Railway the 
classification of expenditure under voted and non-voted categories had been 
introduced with effect from the current year. 

63. At the iIh,tance of the Committee, the Controller of Railway Accounts 
undertook to examine 'he various suggestions made by the Director in 
paragraph 28 of his Report with a view to expediting the submission of 
monthly accounts. The Committee asked for a report next year on the 
extent to which it had been found feasible to adopt the suggestion and how 
far the suggestions actually adopted had facilitated the ea.rlier closing of the 
accounts. 

M.The Committee then dea.lt with Mr. Badenoch's report on the limita-
tion of audit and retrenchment in the Railway Audit Department under 
three broad heads :-

(i) Sufficiency oj the material proposed to be supplied by the Director in 
/uture.-The CommittoOO was told that there would not be any 
appreciable difference in the material supplied an~ that the 
only difference would be that the Director's Report in future 
would be somewhat less broadly based than at present. The 
Committee observed that it wa.s for the Auditor General to 
ensure that the test audit limited in the manner proposed would 
be sufficient to check the work of the internal accounting organi-
sation and make it impossible for any seriOUsly irregular or 
negligent practices to go undiscovered. The Auditor General 
was prepared to try the scheme and it wa.s suggested. by the Com-
mittee that he should not consider him.seH debarred from coming 
Up for increase of his staff or expansion of the scope of his test 
audit, if found n600&ary on experience. 

(ii) MeJkod 0/ pre8entation oj the re81dt8 0/ test audit.-The Committee 
was satisfied with the method adopted in the .Report for 1930-31 
and approved Mr. Badenoch's proposals in this respect 
generally without tying down the Director too much to details. 

(in) .AdUaZ retrenchment propoBed.-The Committee left this question 
to be dealt with in the ordinary way, but desired that it should 
be furnished in due course with a statement showing the actual 
retrenohments finally acoepted by Government and given 
effect to. 

65. The Committee adjourned ti1112 noon on Saturday, * the 12th N ovem-
ber 1932. 

• At its meeting held on Sa.turday, the 12th November 1932, at 12 noon, the Com-
m.ittett adopted the draft Report with certain additions. 

QIPD-K468FD -29·11-32-625. 
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Serial 
No. 

{ 

Year 
of 

Report. 

• •• • 
- ~--

.< 

74- 1926-27 · . 
1929-30 · . 

.. 
76 1926-27 · . 

1928-29 · . 
1929-30 · . 

·!~:7(t 1927-28 · . , . 1929-30 .. 
-- ." ~- '" 

-.,.~l<. ," 

77 1927-28 · . 
1928-29 · . 
1929-30 · . 

I --., '---' .•. 
78 1928-29 · . 

1929-30 •• 

Paragraph 
of 

Report 
or 

Prooeedings. 

• • 

76R · . 
~P. 

77R, · . 
39P. 
44 P. 

27R · . 
UP. 

~ 

63R · . 
34P. 
48P. 

14& · . 
11-14 R 
50, 92 and 

93 P. 

BBoo ..... dations. observa.tions or promises. 

• • • • • • • 
RAILWAYS. 

. That a report on the act.ual working of the new rules 
for the maintenance of priced stores lists of Rail-
ways should be submitted to the Committee in 

'1932 • 

That the Committee desire to be informed in 1932 
about tho progress of the scheme for the introduc 

: , . tion of pieee-..,.ork system on Railways recom-
mended by the 'state Railway Workshops Com-
mittee. 

That the Committee ~esire to have a report in 1932 
as to how the new8Chem~ for checking and col-
lecting ,tickets intJ:oduced on the ~t Indian 
Railway on the 1st June 1931 is working and . 

. what steps have been taken to introduce it on 
other Lines. 

That the Committee hopes to get a report in 1932 
abou_ the issue of rules regulating the acquisition, 
custody and relinquishment of Railway lands 
and buildings. 

(a) That the information supplied to the Commit~ 
by the Railway Department in 1931 in the shape 
of reports on the working of individual Railways 
and a not" piving instructions u;to how to in~r· 
pret, and what points to look for in, Railway 
statistics (Appendix XXV to P. A. Co's Report 
for 1929·30) is inadequate in that the reports do 
not give figures later than 1929·30 and that 
there is no clear summary of the railway reSulta 
for In.:lia as a whole, putting together a oom-
bined picture, calling attention to the salient 
points, making comparisons between one Railway 
and another and generally pointing to the lessons 
to be drawn from the points brought ,out: nor 
is there a general review of the progress of capital 
expenditure and of the results obtained from 
recent investments in railway extensions in whioh 
the Committee is specially interested. 



~~" 'friade 1... -the ,p .. U,,'1t A~IUIIMI" Comm"·U"" k· .1-pV "9 'UUII_ 4"""..,'0"" .~ ,W 10, •. htwe ,not ~,bee,n. t~Y 
of. 

• • 
Action taken or propoaed to be ta.keo. . 

• • • • • • • • • • • 

As the new ru1ea came into force with effect fr~m 1st April 1932, it is considered thlt 
no useful report can be submitted within so"short a period. The Railways are being 
aeked for a report on the working of these rules for the year ending 31st Ma.rch 1933 
and the report caHed for by the Committee will be submitted in 1933. (Cf. pl\T&gr&';lh 
222 in Chapter IX of the Report an the Appropriation Accounts of Railways in 
India for 1930-31.) 

A memorandum on the subject h&8 been circulated to the membel'8 of tae Com-
mittAMt (vide Appendix ill). 

steps are being taken t.o meet the wishes of the Committee. The report from the East 
Indian Railway on the working of the new scheme is awaited:-

Orders relating to the acquisition of land for Railway purposes have already beeIn issued. 
It is hoped that orders relating to the custody and relinquish~ent of lands Aljd 
buildings will issue short.ly. 

(a) and (b). The Agents of Railwa~ have been asked to prepare the reports on the working 
of individual Railways on the lines indicatro by the Committee. On receipt of these 
reports, necessary steps will 00 tak"en to present the summary o.f the railway result; for 
India as a whole &8 dcsired·t' -' "a, -

- V ilk Appendix IV since oirculated. t Report. and Summary since},.inrulated. Not printed here. 
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Ye. 
.... 1 of 

Parapaph 
of 

Report 
No. Report. or 

Proceedinp. 

RAILWAYS maid. 

(lJ) (i) That the reporta on the working of the in-
dividual Railway Byateme should be completed 
up to the end of the financial year preceding that 
in which the Committee meeta, in the &&me 
way as the general review of the worlring Of the 
Railways as a whole; 

(ti) That eaCh of the reports on individual Rail-
ways should include. in addition to the in-
formation now given, a abort 8ll1DDl&ry note 
from eaoh Agent expressing his views and oon· 
c1W1iona drawn from the actual reau1ts recorded i 

(Mi> That the figures BUpplied by the Railway 
Board in this connection should in future be 
prepared on the same buia .. the Statement 
attached to the Auditor General'. letter. 

(e) That Balance aheeta for Railway. such .. that 
presented to the Committee in 19:U (Appendix 
XVI to P. A. C.'a Report for 1929-30) would 
afford a rea.l basiB of oompariaon for a aeries of 
ye&1'8 and should be continuously maintained. 

71 1"'_. . 18 (a) R .. (a) That. although practical experience alone would 
1 ... 30 .. 17-18 R. afford a true test of the effioiency of the new orga-

nisation for Storea Accounting on the East Indian I 
Railway, there should not be any diminution of 
~lance on the part of the Chief Aooounu Officer 
and that continuity as well .. efficienoy of the staff 
employed in the Stores Account. Section of that 
Railway is a mat.U9r of great importance. 

(6) That the Agents of all Railwaya also should be 
addnaed in regard to the important Ie.cma 
ftIgIII'ding Iton. aooounting aftorded by the 
history of the East Indian Railway (ft<k para--
graph 7 of Appendix XIX to P. A. C.'s,;,Report 
for 1929.30) and-that they Ihould be Mked to 
make & apeoi&ll'eOOJ'd of it. 
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•. , ""* by the Public AcoOttftts Oommittee whtdl how ftOt· ~ ./iN!My 
-«)ntci. 

• • 
. Action taken or propoeed to be t&bD. 

(c) The Balance sheet. for Railways will be presented 86 aD. Appendix* to the Rail-
way Appropriation Account. for 193().31 (0/. para. 222 in Chapter IX olthe Report 
OD the Appropriation Accounts of Railways in India for 1930-31.) 

(0) The wish@" of the Committee have been noted. M:0Il~ reporte>m:·tht(Chief 
Aooount. Officer, East Indian Railway, with the remarks of the Contmlle;:of Stan. 
on the working of the revised procedure of storee accountm, are beiDg receiwd azul 
ecrutini&ed by the Q}ntroller of Railway Account&. . 

(b) Thil hal ..tready been don •• 

• AJmemre B to Railway Appropriation 4000Wlta .. oiraal&w. 
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~dt""iRfl de actIoft taiM or fW01JOIIIJIltobe ta.t.' on ~iotMt 
dilpoB«l of 

c Paragraph c. 
Year of 

Serial of Repod BeaoJlllll81ldatiol. obeervatioDa or promilel. 
No. Report. or 

Prooeedinga. 

RAILWA~ 

80 1928-29 · . liP · . The q~ion of the continuanoe of special __ and 
185-30 · . 03 P. oonceasions for Military trafti<' obtained by the 

JIilitary Department from the Rdlwa.ya be t lbn ' 
up by the Ra.ilway Foard with the Kilitary 
Authorities. 

81 1928-29 · . '9 P · . That tbeT&ble of comparative figures of budget 
1929-30 · . 65 P. a.nd reviBed estimat. a.nd actu&1s furnished in 

pa.ragraph.30 of the Report of the Director of 
Ra.ilway Audit for 1929-30 should be continued 
with certa.iD corrections BUgge&ted by the FiDaD-
cial Commiwioner. 

82 19!8-29 · . 50P · . That the Financial Commiasjoner is examining the 
1929-30 · . 56 P. statistics of expenditure pla.ced. under objection 

a.nd that in the Railway Appropriation Accounts 
for 1930-31 the items would be cluajfied and those 
reflecting serious irregu1arities would be sepa. 

,~ 

rately shown. 
..... ,- , 

83 192s:.!9 · . ' 1'-1 P · . That the Committee should be furnished with a 
1929-30 · . - liD P. report in 1932 in regard to the suggestion that 

printing work in the Railway Publicity Depart-
ment is not fully given t{) the Government 
Presses ana that information regarding Ra.i1way 
Publicity work done in ot.her countries should 
be obtained. 

84 1929-30 · . 2liR · . (4) That in the Railway Appropriation AocollJlte 
there is no geneml pioture of the fina.noial reaulte, 
DO generaJ survey of the state of financial 
administration, nor a.n analy. of the result. of 
atJdit scrutiny conducUd by the Railway Ao-
o:>unte Department 88 part of the internal check 
of Railway AcOOunte ; and that the Committee 
endone the remarb in paragraph' of Auditor 
Genera)'aletter (Appendb: xxxn to P. A. Co'. 
Report for 1929-30) about the fuDotioDI aud 
relative importance of the Ranway Appropria-
tion Acoounte and the &port of the Director of 
Railway Audit • 

. 



_, -- by the Public ~"" qommittea WMM Mw ,.. ".. fo.wllv 
-cGntci. 

Action taken or propoeed to be taken. 

The question has been taken up with the Military Authorities, who are making an 
investigation. It is antioipated, howe,-er. tha.t the investigation being of a detailed 
nature, it will be some months before anything is settJed . 

. The required statement in an improved form has been given in the Appropriation Report 
for 1930-31. 

An attempt has been made in the Appropriation Accounts for 1930-31 tome6t -the Wish. 
of the Committee. 

8~ are beiDa taken to ~ the wiahea of the Committee. A report will be prepared.. 

(CI) and (6). The Committee's recommendations have been accepted and a review of ~e 
Appropriation Accounts for 1930-31 bas been prepared, oopies of whioh will be cirou· 
lated among the members of the Commi~ aJoug with this st&tement. t 

• Vide A ndioee V and XX ainoe oirou1at.ed. 
t Cop. !rKr. P. R. Rau'. Review .moe ainalaW. 

• 
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~ .1IOrNa9 fIae Gdioft 101m or~.d to b6 tahm on ~.,. 
diBpostKl of 

CYar 
8eritJ 01 
No. Bepon. 

.. 1819-30 •. 

• 1911-30 ," 

81 II1t-1O .• 

• Paragraph 
of 

'Beport 
or 

PIoaeedinga. 

ISS 

!lB 

30R 

BeoolDlD8llciatioDa, obeervatioD8 or promillllll. 

RAILWAY~ 

(6) That, in view of the Fin&DQiaJ CommiMioner'. 
promise to bring his Appropriation ACC01IDtB 
into line with those ~ by the Military 
FiDancia) Adviser, the CommituJe defer further 
comment until they have before them in 1932 the 
Appropriation Accounts in the improved form. 

That so long as the cost cf any individual tr&ftio 
8urTey on Ra.ilways is confined within reason-
able limits the ~ahould not properly 
be considered a " new service tt or a " new iDatru· 
ment of am:vice" and that the vote of the Legie-
lature may be held to be necesaa.ry for expendi-
ture on individual Surveys exoeeding the limit of 
&.10,000. 

«(I) That the present oocaeion, when because of 
the fina.ncial position it haa in any cue become 
neoe88a.ry to call a halt in Ra.ilway capital expen-
diture, affords a suitable opportunity for a com-
prehensive and thorough review of the whole 
position and that the examination of the poUoy 
for Capital expenditure in the light of the pro-
ductivity of the large Capital expenditure 
incurred in recent ye&l'8 may properly fall within 
the functions of the Expert Committee recom-
mended by the Railway Retrenchment Sub-
Committee. 

(6) That if, and when, such an Expert Committee 
takes up the examination of the question it would 
be U8tful for them to carry back their investi-
gation to a point earlier than the separation of 
Railway from gene1'&l fin&ncee and to examine 
the results of all new C .... pital expenditure in-
curred, since the War. 

That it is deairable to get an aoourate picture of the 
fiDa.nci&l effects of eIectrifioa.tion on vari0U8 
Railways and that the question of the aJlooation 
of expenditure between the eleotrifioation aohem. 
and the other branchee of the Railway ahould be 
acientificaUy studied by the Railway Bo&rd. 
which ahould find out from British Railway. 
what they have done in simjlar ciroumet&ncee 
and how they have calculaUd the financial 
result. of their electrification echem-. 
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etc., matk by the Public A~Unt8 Oommittee whick have not been ftnalty 
-oon.td. 

• • 
Aotion taken or proposed to be taken. • 

The Committee'. recommendation has been accepted. 

/ 

(a) and (b). The opinion of the Committee will be kept in view in framing the terms of 
reference to the Expert Committee. 

The Committee'. reoommendatiolUl are aooepted. Information about the practice on 
British Railways is being obt&ined.· 

• Kemora.ndum 011 tile aubjeot.moe oUoulated. tIick Appendix VI. 
JUI7FiDD • 
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~ IAotftftg tie aot\cm • or propoiHJd & be taien on recommendatioAs, 

Serial ( 
No. 

Year 
of 

Report. 

Parapph 
of 

Report 
or 

ProoeediDgs. 

d~sedof 

RAll..WAYS--oonId. 

88 1929-30. • 61(1) P .. I That the Director of Railway Audit should not be 
oonfronUd with a chaJlenge of his facts for the 
firBt time in the Public Aooounts Committee and 
that his Report should oontain an agreed state-
ment of the facts in each oaae. 

89 19J9.30.. 61(2) P .. That it would be helpful and ourtail uuneoeaeery 
ctiscwlrion if the Committee were fumjabed, before 
it began its meetings, with a statement from the 
Ra.ilway Department showing the action that 
had been taken in certain oaeee of irregularity 

• mentioned in the Director's Report since its 
publication. 

90 1929-30. • 82 P 

91 1929-30.. tW: P 

92 1929-30. . 67 P 

91 1929-30. . 69 P 

(II) That the Committee be informed when the Rail· 
way Depa.rtment got the modified figures of 
number of 088e8 and amounts of under-oha.rgea 
deUJcUd by the Audit Depa.rtment and what steps 
it took to bring them. to the notice of the 
Director of Ra.ilway Audit. 

(b) That a muoh fuller report be aubmitUd to the 
Committee 88 soon 88 poasible on the working of 
the system of a full oheck over invoioee relating 
to goods. 

That in giving the number of oaeee of short ac-
counting and short oo11eotions in station oaah 
offices it would be more uaeful if the Director of 
Railway Audit compared the reeults of several 
Railways and also the figun!s in each Ra.ilway 
with the total volume of transactions. 

That the Director of Railway Audit should have 
stated whether the over-eatima.tion under "~y 
of Establishment" was reaaon&ble and what 
steps had been taken to prevent moh over-
estimation and that his comments in future 
should be more informative. 

That the Financial Commiaaioner, Railways, mould 
report next year whether the oiroula.r letter 
condemning the method of irreguJa.rly inoreasing 
sanctioned esta.bliahments by utilising coolies, 
gangmen. etc., hu had the desired effect and how 
the matter etanda. 



etc., made by the Public Accounts Oo:?tnittee 'UJlNihlaave tIOt bem finally 
o--contd. 

• • Action taken or proposed to be taken. 

• 

The Railway Department are in agreement with this view. 

Steps will be taken to have a statement prepared and oiroulated before the next meeting 
of the Committee.· 

(a) and (b). Steps are being taken to supply the information and the report required ),y ~. 
Committee.· 

The Committee'l recommendations have been noted and if information of the type con-
tained in paragraph 84 of the Appropriation Report for 1929-30 is placed before the 
Committee, it will be presented in the form the Committee has suggested. 

An attempt. has been made in the Report for 1930-31 to make the comments on saviDge 
and 8%C81888 as informative as possible. 

Steps are being taken in consultation with the Director of Railway Audit to meet the 
wishes of the Committee. He is investigating whether any such irregularities °haw 
boon discovered in connection with the audit of 1931-32 aooounts. t 

, 
• Vide Appendix X sinoe oirculated. 
t Report aince oirculated, wu Appendix VITI. 
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BtatmImt aAou1i'ft!} tM tJCtion taken Of' proposed to be takm Oft ~WM. 
disposed of 

, Year 
Serial of 
No. Report. 

Paragraph 
of 

Report 
or 
~ 

94: 1929-30 .. 70 P 

96 1929-30 .. 73 P 

96 1929-30 .. 75 P 

97 1929-30 .. 77P 

98 1929-30 .. 79 P 

99 1929-30 .. SOP 

100 1929-30 .• 85P 

ReeoDUDBlldatioDS, observations or promisee. 

RAILWAY8-cmItd. 

That the Committee should be informed in 1932 of 
the position regarding the sa.fegua.rding of the 
interests of Railway against companies working 
mineral rights under land aoquired by Railways. 

That the Financial Commj-noner, Railways, should 
submit a detailed expla.nation in 1932 of the 
working of the procedure under which detailed 
estimates for sub-works a.re prepared aga.inst 
the genera.l estimate and work is commenced on 
the sub-works a.ga.inst those estimates. 

That the present practice of charging royalty to 
capital in the Government accounts be continued 
but that to obviate certain difficulty a 1WIerVe 
under revenue be created &g&inst which the 
capital charge may eventu&lly be written off. 

That the ba.Ia.ncee of stores on Railways should be 
kept at the minjmum amount. 

That a fuller statement be submitted by the 
Director of Railway Audit in his Report next 
year explaining why particular accounts in the 
Depreciation Fund are consis\ently overdrawn 
while baJa.ncee under others are going up-
giving figures for the claaaes of 8886te affected for 
several ye&l'8. 

That. pending receipt of the full facts of the cue 
regarding the adjustment by the Bengal Na,gpur 
Railway Company of certain rolling stock against 

/ capit&l which baa resulted in a gain to the Com-
pany and a corresponding 1018 to Government, the 
Committee is unable to express a finaloplDion. 

That the whole question of accounting of atoree re-
turned from works or divisions but not aooounted 
for in the stores ledger be looked into oarefully 
by the Financial Commissioner, Ra.ilwaya. and a 
repoft submitted in 1932. 



etc., mode by the PublM Aeoountl Ocmtmittee whiM 1a4ve not bema finalZy 
-contd. 

Action taken or propoaed to be taken. 

Necesaary information is being collected and will be placed before the Committee at 
their next meeting. 

N8C888&J'Y information has been called for from Railway Admjnjstrations and is expected 
to be p1aoed before the Co~ at their next meeting.-

It baa been decided that the amount payable on account of lOyalty and the interest 
aooroing on the amount already spent on the preJimjnary development of the Kedla 
Colliery should be charged to revenue. -

The Railway Department fully agree with this view and have been impreMiDg this OD 
Ra.ilway Admjnjstrations from time to time. 

An attempt has been made to comply with the desire of the CoIllDlittee in the Report OD 
the Ra.ilway Appropriation Aooounts for 1930-31. 

The question is still under examination. t 

The Chief Acoount. Officer. East Indian RailwaY. baa been _ed to eend the nport at an 
early date.: 

• Memorandum on the subject presented to the Committee, ftcM Appendiz vn. 
t V ilk Appendix IX since circulated. 
t Vi. Appadiz XU linoe oiroulated. 



c Paragraph 
( Year of 

Serial of Repor$ Beeommeadatione, observations or promises. 
No. Report. or 

Proceedings. 

RAILWAYS---ooracltl. 

Via,gapatam Barbour Construotion . . 
101 1929-30 .. 19' P . . (II) That in case of every projeoi & olear historic&l 

record should be compiled when the work is 
finally completM summarizing the leaaons to be 
learnt as & guide for the future. 

(b) That the question ofreduoing the period during 
which interest ohargea on Capital outlay afts the 
opening of the Vizaga.patam Harbour would be 
oba.rged to °c.,pitaJ might be 00DBiciered. 



etc., made by the Public Aooounts Oommittee whick ha'tJe not been fina,Uy 
-concid. 

Action taken or proposed to be tabn. 

(4) The Railway Board accept the recommendation. 

(6) The queetion is undM> ooDSideration. 

.. 
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APPDDIX D. 
Letter !rom Sir EmeIt BaidoD, Kt., CAL, C.LB., LC.8., Aac1itor General in India, 

to the Secretary to the Goftl'DD1ellt of India. PiD8DC8 Department, 50. T.-854-
.P.j'i /82., dated the 28th lune 1982. 

8~ .-AppropritJticm Accou1lll oj &Jil~ _lfldia Jor the 1JfIJI' ·1930-31 and the repon 
oj the I:>indor of &ilvJay Atulit thert.on. . • 

With reference to rule 15 (1) of the Auditm Geueral'. Rules framed under -Section 
96D (1) of the Government of India Aot, I have the honour to transmit herewith two 
copies of. the Appro"nation Acoountt of the Railways in India for the year 1930-31, to-
gether Wl~. two COpIes of th~ report thereo~ prepared by the Director of Railway Audit, 
for subDll88lon to the CoDlmlttee on Publio Aecountt and for neoessa.ry action by the 
Government of India. 

2. In my letter of Jaat year oommenting on the Appro~ion Accounts for 1929-30, 
I drew attention to oerta.in fundamentaJ defeota in the preaentation of the AppropriatioD 
Accounts of Railways and elp1eaaed the opinion that both the Audit Department and the 
Publio Accounts Committee have had inferior facilities for studying the annual Appro-
priation Accountt of Railways tha.n are afterd.ed in respect of any other Bet of Appropria-
tion Accounts, whether Central or ProviDoi&l. In the diaouasiona whioh followed certain 
mggeationa for improvement were brought forward of which the most important were 
that the Appropriation Acoountt ahould be acoompaDied by a general picture of the 
financial results of the year, a general survey of the state of the financial administration 
as disclosed by the acoounta, and an analysis of the results of the scrutiny conducted by 
the Railway AOOO1lllts Depe.rtment as part of the intem&l check of Railway accounts. 
It was further proposed that it should be reoogniaed .. the function of the Railway Board 
and the Financial CommiMioner, Railwiya, as Chief Accounting Officer, to prepare and 
present these reviews. Theee suggeatioDa were acoepted by the Public Accounts Com. 
mittee, and the Financial Commi-ioner, Railways. UDdertook to give effect to them. 
They have, however, not been carried out in the presentation of the accounts for 1930-31. 
The explanation is, I understand, that the Jaat aeEon of the Public Accounts Committee 
took pJace unusually late, and there W88 no time to arrange for the very considerable 
changes involved, the Appropriation Account. being aotually under preparation at the time 
the reoommendationa were recorded. It is posaible that by the time the Public Accounts 
Committee meeta to d.iscU88 the accounts of 1930-31, the Finanoial Commissioner, Rail-
ways, may be able to furnish both a financial review and an analysis of the results of 
internal check. But this even if accomplished would not be sufficient compliance with 
the requirements of principle which have now been laid down. The report of the Director 
of Railway Audit is intended to be oomplementary to the Appropriation Accounts and 
the Financial Commilllioner's review, and to be baaed upon them. On the present 
occasion the audit report is a detached document prepared independently of any exposi-
tion by the Financial Commi88ioner, and must therefore Jaok ~e full value which it 
eould possess. I note in this oonnexion that even the ba.re Appropriation Accounts 
in their final furm were only reoeived by me on the 31st May, instead of on the 31st March 
1932 the due date. The report of the Director of Raihray Audit was received by me 
on the 23rd of April. I do not wish to underrate the dif6culties which have stood in the 
way of complying with the Publio Account. Committee's recommendations immediately. 
But the matter, &8 has been reoogn.iaed, is of very great importance: it is a question 
of eecuring to the Publio Accounts Committee proper facilities for the aorutiny of Railway 
financial administration: and I am bound to OOIlRnue to draw attention to the subject 
until the defects of procedure have actually been removed. 

3. The Publio Accounts Committee of last year found also that there was room for 
improvement in the form and content of the Report of the Director of Railway Audit. 
I have already explained that in preparing his report for 1930-31 the Director of Railway 
Audit has laboured under a oert&in disadvantage. Nevertheless, as explained in para-
graph 3 of his introductory ohapter the Director of ~~y :A:n?it has endea vo~ to 
meet the essential point of the Publio Account. Committee s antioism. He has abstamed 
from excessive treatment of detail and ~ confined hj~ in the main to questions 
of general prinoiple and topi08 of general unport&noe. I think that at my rate the repon 
will be found to aford a UI8ful st.ariiDI point for ~ formulation of the req uUemeBt. 
af ~ Publio Aooounta Committee aDd for funlaer IJllp1O~ __ ~ 

)IJI'lJ'ia.D 
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I mUBt add in thia 00IIJIUi<m that Kr. BadeBOCh, ... Direotor of Railway Audit, 
ooapleted the special iDquily eDtrusted to him, with the COBCtII'l'eIlCe of the Public 
AooountB Committee, rep1'diDg the aoope and method of ~audit of ~_y 8COOunts 
and the possibilities of effecting economy without loeiDg efficiency: aDd it is hoped .~t 
by the time the Public AooountB Committee meets it will be possible to oommUlllC&te 
inforlhation regarding the results of the inquiry. 

4:. The character of the audit report on the aooounte of 193().31 being as deeoribed 
in the preceding paragraph, I imagine that the Public Accounts Committee will wish 
to study the whole of it with more than ordinary attention. It is not practicable for me at 
this stage to &88iat the Chmmittee to any great extent by way of 8ummary or interpret .. 
tion. I may state that in the 0&86, especially, of all the ~al questions brought to 
notice I consider the treatment aooorded by the DiJoector of Railway Audit to be 8uitable 
110 far &8 it goes. But the next step should be to obtain the views of the administrative 
authorities : further ex pGl'k comment by the audit department at this 8tage would be 
idle. I will. however, proceed to direct attention to some of the more oonspicuonsly 
interesting queetiOD8 which the Director of Railway Audit has raised. 

5. In the first place I would advise the Public Ac~unts Committee to examine in full 
detail Chapter ill of the Report, on " Basis of control of expenditure" which from the 
constitutional point of view is olellit1y the most important subject dealt with by the 
Director of Railway Audit on the present occasion. Serious defects in the existing 
aystem are brought to notice, e.g., 

(II) The c1Mrification of expenditure represented by the Demands for Grants does 
"'not follow the classification of expendjture in the initial working accounts 

on which the current oontrol by the administrative and executive autho-
rities is presumably baaed. The rather astonishing fact is revealed that 
in the latter accounts voted and non-voted expenditure are not recorded 
Beparately. The Demands for Grants on the other hand in some cues 
separate expenditure which is not in fact sepa.rate or aeparable. 

(b) As a oorolla.ry the Appropriation Aooounts while they follow substa.nt.i&lly the 
cl888i fication of the demands for grants do not oorrespond with the initial 
working acoounts. The Appropriation Accounts are a reoompilation in 
a widely difterent fonn from the initial aooounta: and this amongst other 
things expIaine the delay which OOCU18 in preparing them. 

It would appear therefore that the existing system of Railway Accounts ill DOt designed 
propmy to MBist the administrative authorities ;" bepmg tzp~R tDiIAtA lie «:ope 
oJ Uae indif1idVGl demand& voU4 by Ute Legi8lature. H this is a correct lta.tement of the 
facts the position is even less satisfactory than I had diagnoeed it to be in my oomment. 

• olJast year. The accounts themselveS and not merely the method of their preeenWion 
are defective. 

6. Chap_ IV of the Report deals with the control of upeuditure AI aotuaUy a:uroia-
eel in relation to the grana and appropriatiom of 1930-31: and the Direct« of Railway 
Audit suggeete that the UD8&tiafactory :reeultB which he brings to notice abould be regard-
ed 88 further evidence of a .tate of aftairs which was known to exist and for which tile 
Railways had then Bet themaelvf8 to devise remedies. There can be DO doubt that·in 
~930-31 control by the administrative autlulrities even iibrough their 0WJl administrative 
metrumente W88 ineffective: and the illuaory cb.&r&oter of control *ough the 
Appropriation Acco1lll1i8 bas already been demOD8trated. But in all the oiroumata.nces 
I think the Public Accounts Committee may properly give more attention to what is 
~~r&l ~ to what ia pa.rt;icular in thia IeCtion of the Report. At the ame time I 
mnte special attention to the Director of Ra.ilway Audit'. obeervatioDa in pe.ragraphs 46, 
4:7,48 and 49-51. 

7. In .Chapter Vof hie report the Director of Ra.ilway Audit pre • .,. materiaL .. 
~ of hi& teat ~udit for the year, which ill intended to giTe the Puhlio A.ooounte Com. 
Jnlitee a mea.na of JndgiDg (eI) ihe efficiency of the acoountiDg and iDtemal obeok JlW'hiafry. 
aDd (b) the efficiency &lid regularity of the admiDietration of expt-aitme by the Executive 
and AdminiatA1ive BailW&, avtbori_. FM tile eJaeidatiaa ai the ...... pari of t.Ia. 



~bj~t-m!'tter the .Director of Ba.ilW&y Audit hu aeIeoted the more important __ of 
finanoial UTegularity, mud, apparently nugatory expenditure and 80 forth, and baa 
grouped these cases in the manner which in his opinion is likely to be most effective for the 
main purpose of the Public Accounts Committee. namely, to obtain a general picture of 
the state of the financial administration in its application to individual Rlilway 
transactions. Pri11Ul facie, I fully approve the method of treatment here Mlopted by 
the Director of Railway Audit. For the reason which I have already indicated in para-
graph 4 of this letter, I have no comment to offer at this stage on particular items. 

8. Chapter VI of the report deale with the results of the audit'of storea transactions. 
Here again the arrangement of the material appears to be ConTenient : and I have no present 
comment to add on individual matters. 

9. Chapters VII and VIII of the Report deal with certain special topics practically 
all of which have been the subject of special investigations by audit. Occaaional inquiries 
of this kind represent in my opinion one of the most profitable directions in which test-
audit can be applied and I think that the Public Accounts Committee will be interested 
in the reaults which the Director of Railway Audit hu been able to produce on the present 
occasion. All the C88e8 deserve to be studied in exte:Mo by the Committee. I add the 
following observatioIl8 8.8 regarda three of them. 

(4) Reaulta of the Bombay Elutrijication 8chemes (paragral1M 179 et seq. of the report). 
-This is a subject which has already attracted the attention. of the Public Accounts 
Committee. The present analysis by the Director of Railway Audit does not pretend to be 
more than a first approximation and is; is anticipated that the Railway Department may 
not be prepared fully to accept the conclusions which have been suggested. It is clear, 
for example, that the present abnormal depression must have upset the original 
calculations, but audit by i~lf is not in a position to discount with precision the effect of 
the depression or to estimate what would have been the results of the electrification 
schemes, had 1930-31 been a normal year. The figures given for the suburban schemes 
~n the Great Indian Peninsula. and Bombay, Baroda and Central India Railways indicate 
however that the estimates have been very far from being justified by the actuaJs of the 
years before the present depression became pronounced. 

(b) The Director of Railway Audit's discU88ion of ~rta.in aspects of over-capitaJisation 
on Railways (pa.ra.graphs 208-213 of the report and in particular the last sentence of 
paragraph 213) raises a very wide question of general principle which it seems proper to 
bring forward now and which may be stated as follows. The Legislative Assembly on the 
21st September 1928 appointed a committee to review the separation of railway finance 
from general finance. This committee met in February and March 1929 and appointed 
a sub-committee to whioh it made certain terms of reference dealing with the constitution 
of the Depreciation Fund, the method of allocating expenditure on renewals, the desi-
rability of instituting a betterments fund. of providing for amortisation of capital, of 
continuing the contribution to general revenues and other important questions. The 
8ub-committee held one meeting in June 1929, but as far as is known, there have been no 
further meetings. This committee is no longer in existence. and it is not known whether 
any further steps have been taken to examine the working of the finanoial system of Indian 
railways which was the buis of the sepe.ra.tion convention, and to reach a decision about 
the rules which should govern in the future allocation between revenue and capital, ex-
penditure on renewals and betterments, amortisation of railway debt and so forth. It seems 
to be necees'ry that the Government of India should come to some decision on these 
very important questions for two reasons. In the first place, there is justification for 
believing that the preI8Jlt rules lead to oonsiderable inflation of the capital a.ocounts, and 
if the future 61lAllOjal position of railways is not to be prejudioed, it is neoessa.ry to ascertain 
the truth in connection with this matter and to take necessary measures for the future-
In the aeoond place, it is probable that there will be legislation in the not very distant 
future to settle the position of railways in the new oonstitution and their form of adminis-
tration. The Railway Act governiDg the administration of railways in the future, will 
JIft8UlIl6bly lay down the financial principles to be observed. It is clear that a great 
detJ. of reaeMOh work must be done before deoision on oomplioated financial and aooount-
iDg problems can be reached, and it is esaential that the deaision on these important mat~ 
ahouJd DOt be bu9. b appeuw, iheNfoN, to be ma"-r of immediate iDlport&noe tba~ 



ON 
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Gevemmeni mould tab lite}» to OODtIDae ... iDquiry which WM iDRitated in 1918 in 
order that a oomprehenaive 6nanoial IIOheme may he· prepued for inoorporatioD in ~. 
Bill dealing with railways which is lib1y to he required. 

, (c) Depr~ Ftmd A~ 78 GM 21~20 of 1M reporl.-I am 
asking the Director of Railway Audit to prepare a memorandum for the Public Aooount. 
Committee giving the reeulta of hia IOl'UtJny of the f1I'O jOJ'fNJ depreoiation fund accounts 
of C{)mpany-managedl Railways maintf.ined by the Railway Board. Aooording to my 
latest information there appea.n to he eome doubt whether these accounts suffioiently 
represent realities. It baa also been ~ to me that it is questionable whether the 
maintenance of elaborate aooounts in tbe ..... t form rally serves any essential purpoee 
and that it would be more ecmaomioal aDd might be .. eifeotive to maintain a general 
renewals fund built up by peroent.ge oont.ributiODB on the capital. at oharge. 

10. To conclude, the general piotme ..... tad by the accounts of the year and the 
results of audit certainly oannot be ngarded as &ftordiDg ground for satisfaction. In 
view of this and of the volume of critioiam and auggeation which baa to be dealt with 
I venture to suggest that it would be OOIlvenieBt for the material to be examined in the 
first instance by. sab-oommittee of the Pllblio Aoooants Comamt)6 in cons!1ltation with 
the Financial CommiBBioner, Bailwa,., and the Diaotor of Railway Audit. the prori-
monal conclusions of the aub-oommittee being mbmitted for ooMider'\tion by the mr.in 
eommittee. This is the prooedure followed in the 0&IJ8 of the Miliwy Aooollnt whiohj i • 
• Jess oomplex and a ... diJIical$ aoooat to gamjpe 



.. 
Memorandum regarding the lntroduoUon of p ....... ork bonus system on State 

Railways, furnlsbed b, tho Rall.a, Department with roference to paragrapb 44 
of tbe Proceedings of tbe PubUo 'ooounta Committee relating to' the Ac~unts 
of 1929-80. 
In paragraph 44 of the Prooeedinp reJatiDg to the Accounts of the year 1929-30, ihe 

Public AccountB Commi~ made the followiDg obaervatiODs on the subject of piece-
work and bonus system, etc., in worbhope :-

" The Committee waa informed that a beginning had. been made in the North 
Westem Railway in introduoiDg the piece-work system detailed in para-
graph 419 of the Railway Worbhope Commi~'s Report, but that the 
time W88 not opportune for ita e:deDaion to other Railways 88 it might lead 
to labour disturbanoee. The Commi~ aooepted this explanation for 
holding up the exteDaion of the ayatem to all the Railways, but thought 
that the first opportunity ahoold be taken to prooeed with this 80 that the 
saving attributAd to the ayatem on the North Western Railway might be 
realised elsewhere. '!'be Committee deBired to be informed next year about 
the progress of the aoheme. .. 

2. The State Railway Workshops ComIIIUtee which visited the railway workshops 
in 1926, had commentAd adveraely on the boDua ayatem formerly in vogue on the North 
Weatem Railway and recommended ita rep1aoement by a more scientific system baaed on 
aoourate timing of individual open.tiam oaNfully carried out by a skiJJed rate-fixer with 
considerable experience. In aooordaDoe with thia recommendation, the piece-work 
system has been introduced in the workabops at MDgbalpura with satisfactory resultB. 

3. Somewhat sirni1ar systems of payment by results are in force in the Workshops 
of the other State Railways, but their application is confiDed to manufacturing operations 
only, and any extension on the North Western Railway system which covers practically 
all manufacturing and repair operatiODl to the State Railway Workshops generally would 
present aerious difficulties. This qUtWtion has been under oonsideration since 1928, but 
.. the majority of railway workahops are oarrying a surplus staff and working consider-
ably below their muirnum capacity, the introduction of piece-work system will result 
in the surplus staff being further iD.areued and will, therefore, entail heavy reductions 
of st&fJ in workahops, if 1lDIl8CCBIoI'f upenditure is to be avoided. Already last year, 
.. a result of the serious decline in the volume of traffic and other operations of Railways, 
nearly 13,000 workshop employees were dieoharged from the aervice on the State-managed 
Railways while for the same reaaona the Government of India have recently authorised 
the reeumption of staft retrenchment which it is antioipatAd will entail the discharge 
of another 2,000 workshop employees on thoee Railways. Last year the Public Accounts 
Committee W&8 informed that the time waa not opportune for extension of the piece-work 
ayatem to other Railways &8 it migh' lead to labour disturbances. In view of what is 
aid above, the position is still much the same. Moreover, any extension of the piece-
work ayatan postulates an accurate reoord of the time required to complete any given 
tuk-a highly complex matter which would entail a minute examination by special officem. 
TAe Railway Board are MOCHdingly of tile view that the queHion of extending the piece-
work Iyatem muat awaa the re$um. of DOIIIIal 00IlCiBi0DL 

• 
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Memorandum OD ~ workiDa of the Dew acheme for chectiq and coUectblI 
tickets OD the East IDdiaD Bailwa,., furnished by the Bailway Department 
with reference to paragraph 47 of the ProceediDp of the Public ACCOWlg 
Committee relatiq to the Accounts of 1929-30. ~ 

In paragraph 47 of the Proceedings contained in the Report of the Public 
Ar.counts Committee on the accounts of 1929-30, it is stated as follows :-

"The Financial Commissioner' reported that the Railway Board had 
definitely come to the conclusion that it was not proper to place the 
crew system under the control of the Accounts Department and that 
it was desirable. to enforce the responsibility of collecting dues on the 
Traffic Department. The Auditor General concurred in this opinion 
and added that the function of the Accounts Department was, through 
the accounts, to check whether the Traffic Department was doing 
its work properly. The Committee observed that the new scheme had 
been introduced in the East Indian Railway with effect fl'()m the 
1st June 1931, and desired to have a report next year as to how the 
scheme was working, and what steps had been taken to introduce the 
system on other lines." 

A copy of the Chief Operating Superintendent's' Report on the working of 
thl' crew system on the East Indian Railway is submitted for the inforuultion 
of the Committee (Annexure A). After a careful consideration of this report 
the Railway Board have decided to adopt the scheme as a permanent measure 
on the East Indian Railway. 

As regards the question of introducing the scheme on other State-managed 
railways, the Railway Board propose to discuss it with the Aa-ents of State-
managed Railways in Oetober. 

58 
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Betort OD the Kood7-Ward B7stem of Ticket Ohecking for tlle year ending 31st 
May 1932 by the Ohief OperatiBg S1lperintendent, Bast Indian Railway. 

The Moody-Ward systt'm of ticket checking and collecting has now beeIf in 
opera.tion since 1st June 1931, a.nd I am pleased to report that the new·system 
is yielding satisfactory results Rnd may definitely be regarded as an improve-· 
ment on the old Crew System whieh it replaced. At" A " (Annexure B) will be 
found a sltTnmary of the resnlts obtained during the ye-ar. 

2. Expendit'Ure.-Apart from the other advantages which I intend to report 
upou I ain obliged to invite attention to the saving in expenditure on stall whieh 
it has been possible to effect by the introduction of the new ssheme. The 
monthly cost of staff employed on the old Crew System, which incidentally was 
operating only over four Divisions was Rs. 1,17,743 and the cost of the Ticket 
Collecting and Examining Staff on the other two Divisions was Rs. 54,270 
monthly, thus making a total of Rs. 1,72,013 monthly as against Rs. 1,07,698 
which represents the monthly expenditure on the staff employed in working 
the present system. 

3. ExcellB Fare EaNlings.-All Divisional Superintendents report an improve-
ment in the excess fare earningl'! and while· it might be inferred from this that 
more peoplt' are now attempting to travel without tickets it is more than 
probable that this re<;'lult is the outcOme of the improved system ; at· all events 
it indicates thut the staff are alive to their responsibilities. 

4. Pe,.centage of Missing Tickets.-Here we have direct evidence to prove 
th(· superiority of the new system over the old. The number of missing 
tickets, which was as high as 30 per cent. during the period of the Crew Sy:;tem 
now averages 9 per cent. This improvement is attributable mainly to the rever-
sion to the old procedure of posting staff at the exits of the larger stations for 
the pnrpose of collecting tickets. At the more important stations these Ticket 
Collectors are also expected to control the influx of passengers on to a platform 
from which a train is due to leave. They are provided with nippers to enable them 
to nip the tickets of passengers about to commence their journey thus obviating 
the possibility of resale of tickets, for, although the 3rd class travelling public 
of India are, in the main, illiterate they are extremely sceptical about purohasing 
a nipped ticket from an outsider. 

5. FeffCing.-There would be considerable improvement in the number of 
missing tickets if stations, particularly roadside stations, were fenced so as to 
make it !mpracti('!\hle for pas~e-ngers to gain access to the platforms except by 
authorized avenues. 

At roadside stations, where Assistant Station Masters who pass trains and 
hook: pas8engers are required to stop tieketless passengers from entering or leaving 
platforms, this lack of adequate fencing is a serious handicap. Measures are 
being taken. as funds permit, to fence asttions. 

6. Squad 8ystem.-Travelling sqnads are a main featurt> of the new scheme a.nd there is no doubt. that they h!1ve proved yery ~ective in putting· Ii stop to 
hcketless passengers on the trams. Travelhng Ticket Examiners ha"e been 
withdrawn from trains that have few halts. and the number of ftying squads 
increased. This has improved the· position considerably due to the following 
reasons :-

(a) A Flying Squad is always ope-rating on each section of the Divisions. 
M.mFia.D 



(b) Concentrated ch8aks are undertaken more often and with the number 
of men now available for this it .becomes extremely difficult for any 
illicit traveller escaping detection. These concentrated checks are 
held periodically at important stations. 

D~ these surprise cheeks innumerable cases of unhooked and partially booked 
1ugg&.g1t are discovered and the full' charges realized. .. 

7. FrauduZe," Use of Ticket, and PaBs6s.-This matter has been receiving 
the elosest attention and a number of cases have been detected on this Railway. 

8. Meefings.-Meetings are held from time to time by Divisional Superin-
tendents to which the CiVil and Railway Police and the Criminal Investigation 
Department are invited with the object of co-ordinating procedure and drawing 
up some definite line of action to be followed in bringing miscreants to justice. 

9. UfJlic8tasea VenGorB, 8ubscnptiotJ OoUectorB au BtJggars.-The activities 
of unlicensed vendors and subscription collectors have, to a very great extent, 
been curbed since the introduction of the Moody-Ward scheme. 

10. Sections 112 and 113 of the BGiltDay .Act :-Prosec~tiODS under these 
sections were found to be very unsatisfactory as people invariably gave false 
names and addresses, resulting in large amounts having to be written off as 
irreeoverable. To overcome this difficulty the staff have now been instructed that 
where there is the least doubt about the· genuineness of the name and address of 
a passenger who is found to be without a ticket, he should be handed up under 
Sections 112 and 132 of the Railway Act. This is having the desired effect. 

In order to formulate a proe.edure adaptable by Railways a meeting was 
called in the Agent's Office, B. N. Railway, on the 15th and 16th June 1932, which 
was attended by the Police Authorities of the Provineeaof Bengal, Behar and 
Orissa and the Central Provinces and representatives of the Bengal Nagpur and 
East Indian Railways, to discuss and draw up a standard charge sheet in con-
nection with Sections 112 and 113 with the idea of ensuring that the necessary 
formalities required by different Magistrates were carried out and recorded and 
also that the results of the cases might be automatically reported and 80 reduce 
station outstandings. It is hoped that the adoption of such a form will be of 
material assistance. 

Further difficulty is being experienced in dealing with persons found travelling 
without tickets who reside in Indian States. Distress warrants issued by Magis-
trates against these individuals are invariably returned 88 inoperative. 

11. Part Payment of Fares.-It bas been arranged with the approval of the 
Chief Accounts Officer that when a passenger who is found travelling without a 
ticket does not have in his possession an amount equivalent to the sum due from 
him, but slightly short, thi':J amount is accepted and he is prosecuted only for the 
balance. This will reduce to some extent loss under unrealized fares in future. 

12. Oonjirmation of 8taff.-Tbe new scheme has now been in operation for 
over a year and as all Divisional Superi,ntendents have unanimously declared the 
system to be satisfactory I would ask that it be definitely established 80 that the 
staff employed may be confirmed as there are undoubtedly certain obvious dis-
adv.8l1tages in having temporary staff engaged in Ticket Cheeking and Collecting 
duties. 
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ANNEXURE B TO APPENDIX IV. 

" A ". 
Statement showing results on the Moody-Ward System 01 Ticket Checkin~ 10f" 

the year ending 31st May 1932. • 

No. of No. of 
Division. c&8e8 Amount cases made Amount due 

detected. reaJized. over for for 
prosecution. recovery • 

. -
Ra. a. p. Re. a. PI! 

Howrah ••. · . · . 66,196 63,781 0 0 10,658 22.134 0 0 

AazuIoI · . · . 4:9,306 62,230 11 9 8,292 18,677 3 3 

DiDapcn · . · . 50,408 70,943 1 6 13,187 30,04:3 0 • 
Allahabad · . · . 66.94:9 1.07,674: 13 0 11.667 27,221 12 0 

Luommr · . · . 54:,896 71,4:76 14: 0 0,333 11,618 6 6 . 
Koradabad · . · . 71,1503 89,026 0 9 6,296 14:,590 13 I -. 

Total · . 3,68.256 .,66,631 14: 0 05,4:32 1,24:,286 9 3 

.. 
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APPBlmIX V . 

• emoraa411J1l regarding expenditure on Railway Publicity, funJiabed ..". .. 
Batlway Department with reference to paragraph 59 of the ProceediDp of 
the Public Accounts Committee relating to the Accounts of 1929-30. ., ., 

In paragraph 59 of the Proceedings in Volume I of the Public Accounts 
Committee's Report on the aeoounts of 1929-30, the COllUJlittee observed as 
follows :- (... 

"In regard to a suggestion that was made to the effect that printing 
work in the Publicity Department is not fully given to the Gov-
ernment Presses, it was explained by the Financial Commissioner 

. that the matter haa been taken up for examination and that the 
Committee will be furnished with a report next year. The atten-
tion of the Railway Department was also drawn to the fact that 
in the list of newspapers, which were given advertisements by the 
Central Publicity Bureau, no Indian paper was included. The 
Financial Commissioner promised to pursue the suggestion that 
information regarding publicity work done in other countries, 
e.g., in the case of Swiss Railways and the Canadian Pacific Rail-
way should be obtailted." 

2. Regarding the ftrst point, namely, that printing work in the Publieity 
Oepnrtment is not fully given to Government presses, the explanation, so far 
as the ,Central Publicity Bureau is concerned, is that these presses are not in 
a position to undertake the high class work, including colour production, that 
is required for the Publicity Department. This high class work 60nsists of 
posters and pamphletR entailing superior quality of work such as colour 
printing and folders requiring plain but good printillg. The present arrange-
ment with respect to this work, arrived at as the result of a discussion between 
the Central Publicity Officer and the Controller of Printing, is to have a list 
of approved pre::;sps who can underta,ke this special work and to obtain 
quotations from these presses when necessity for any special work of this kind 
arises. The Central Publicity Offieer selects the press on which the order is 
to he pl8Rei! ani! thp work done and tht> bill submitted by thp preRS are 
subjected later to the scrutiny of the Controller of Printing. The folders nre 
now :e..rinted by the East Indian Railway Press as the work done in this press 
is now found to be of the required standard and its rates also cheaper thlPl 
those of private presses. . 

3. As regards the printing work of the Publicity Department on individual 
State-managed Railways, all work which can be undertaken bv the Raihvavs' 
own ~ress is, as a general rule, entrusted to that press. It is only when the 
'Work to be done invol~s colour printing or some kind of artistic work for which 
railway and other Govt>rnment presReS are not equipped,_ that the work is 
entrusted to oul~ide pre~S('s. It may be mentioned that eertain types of 
coloured posters have to be gQt printed even outside India as Govern~ent and 
other presses in India, are not in 8, position to undertake this work. But these 
~ases are very few. 

4. As regards the second point, i.e., that, in the list of newspapers which 
were ~ven advertisements ~y t~e Central Publici~ Bureau, .no Indian paper 
was Included, the exp]anntIon IS tha.t the advertIsements In question had 
reference to a hill station advertising campaign undertaken by individual rail-
way, woo maae their own arrangements to advertise in the local papers. The 



Central Publicity Bureau, who had initiated the campaign, merely supplemented 
the efforts of Railways by advertising also in the c' Times of India mustrated 
.Weekly", the" Statesman" and the" Madras Mail". The Central Publieit,. 
Ofncer, has, however, been as~ed by the Railway Board to bear the remarks of 
the Committee in mind, whenever he has occasion to advertise in India. The 
Com.Dtittee '8 remarks have also been communicated to the Publicity 0ft10era of 
Railway C Administrations. 

5. Information in regard to pUblicity work in foreign countries is awaited, 
and will, when ~ived, be embodied in a separate memorandum.· 

, 

• 

·Supplementary Memorandum si.nee ~ wu Appendix XX. 



APPBRDIX VI. 

Memorandum regarding the ftnancJaI etrects of the Ranway electrification scheme, 
furnished by the Banway Department with reference to paragraph 30 of the 

~ 

Hel»ort of the Public Accounts Committee on the Accounts of 1929-30." 

In their Report on the accounts for 1929-30, the Public Accounts Committee ob-
served: C C We should like to emph&8ise the desirability of getting an accurate picture 
of the financial eflec~ of electrification on various railways apart from the larger question 
of the productivity of capital expenditure incurred on railways generally. We have 
been told by the Controller of Railway Accounts that there may be certain difficulties 
in the allocation of expenditure between the electrification scheme and the other branches 
of the Railway. We recommend that the question should be scientifically studied. by 
the Railway Board, which should find out from British Railways what they have done 
in similar circumstances and how they have calculated the financial results of their elec-
t~cation schemes." 

The Railway Board are in complete agreement with the Public Accounts Committee 
&8 to the desirability of a scientific study of the economic aspects of electrification. 

It is difficult, without m~ this memorandum inordinately lengthy, fully to ex-
plain the comple~ty and individualism of such problems; but an endeavour will be 
ma.de to indicate some of the difficulties confronting research at present. 

Briefly, the sources of information open to the Railway Board are (i) their own elec-
trification schemes, and (ii) those of ather railways throughout the world. 

To take these latter first, it may be explained that there are at present in existence 
some 158 separate instances of electrification schemes carried out for widely varying 
reasons by 90 difterent administrations, and totalling about 10,500 miles. 

The reasons, considerations and objects, which led to their embarking on these 
schemes 'are stated (by the National Electric Light Association in its periodical " Elec-
trification of Steam Railroads ") to be &8 follows :-

Reason. 

(a) Bye-laws of, or agreements with, local authorities for the 
abolition of smoke in inhabited. areas . . . . 

(b) Tunnels 
(e) Steep gradients 
(d) To enable traffic on over-loaded lines or at congested ter-

minal pointe to be handled . . . . . . 
(e) To facilitate working at terminal points 
(I) To provide increased speed. 
(g) To provide increased capacity 
(A) To provide increased number of trains .. 
(i) To improve suburban service .. 

.. . 
(j) To reduce the oonsumption and, in partioular, the importa-

tion of coal 
(k) High price of ooaJ 
(l) L()'~ ooet of water power 
(m) Soaroity of water supply for stMmloooe. 
(ft) Availab1lity of cheap looallignite 
(0) A vaiJability of hydraulio power 

No. of eases. 

13 
33 
48 

3 
4 
6 

45 
14 
12 

27 
9 
1 
3 
2 

24 



(P) For nMOD8 of •. t.eohDica.l oharaoter relatiDg to OOllDeoted 
electric railways •• • • • • •.• • • 

• J (q) . As &Il experiment. • • ... _ _ _ 

(r) To develop traffic .. - - - -
(.t) To reduce running expenses •• .. •• 
<') For reasons rela.ting to national pOlitics - ... 
(,,) For considerations aftecting national economics •• .. 

No. of 0M8I. 

4 
1 • 

18 
8 
8 

14 

It will be obvious from the above that the financial effects of electrification would, 
in the great majority of c&8e8, be of little value to the Railway Board. even suppoaiug 
tllat such effects had been scientifically investigated. 

This. however, would appear to be the exception rather than the rule. The BritiJh 
Railways, to whom a reference W88 made, are a case in point. 

T1e Ltnul,tm-Midlarul aRd 8colti81 RIlilway stated that no comparative coste between 
Steam and Electric traction were kept. 88 the decision to electrify W88 not b88ed on cost. 

TAt, LorulnA aflll Nurl4 Ea8Iern Railway were unable to supply any particulars to show 
the results of electrification actually e&rried out ; but 8Uggeeted that a study of the " Re-
port of the Main Line Electrification Committee " would be helpful in considering future 
electrifications. This Report has been sent for. 

'rM. 8~ Railway keep detailed statistics of the cost of working electric trains ; 
but have found it a matter of extreme difficulty to ascertain the corresponding expendi-
ture saved by the ~ services replaced. They also keep statistics of earnings ; but are 
unable, at the present time, to assess the value of traffic retained to the Railway by elec-
trification, owing to the reduced travel arising out of the general" depression and the fact 
tlIat che$-p fare facilities have been extended to compete with road transport. 

It is understood that the German State Railway is preparing an economic compadaon 
between the two types of operation, based on a detailed enquiry expressly made for the 
purpose. 

An endeavour will be made to obtain from them the results of this iuvestiption when 
completed. 

Turning now to the electrification schemes carried out in India ; sinoe their execution 
was, to a very great extent, justified financi&lly, it would appear reasonable to expect thail, 
now that they have been'in use for some time, it should be possible to uoert&in from actual 
experience the extent to which anticipatioDe have been realised. 

This the Railway Board have endeavoured to do ; but any conclusions that they can 
draw are 1x> a Ia.rge extent rendered fallacious by the falsification of the m&in pl'ellli8e, ;.6., 
increaeed traffic. The unprecedented slump in trade ha.s upset all ca.1culations, reaeon-
ably baaed on the &88lUIlption of a normal increue, and the gross eamingB a.re therefore 
of little value 88 an indication of the success or othenviae of electrification. (Bpeou1ation 
88 to the extent of a still greater loas in trade had electrific&tion not been introduced, is 
hypothetical and of academic ,interest only.) . 

As regards working expenses, certain difficulties have been experienced in separat-
ing out statistics for eleetrified workiDg, though it is hoped to overoome these. The 
drop in traffic offering has, however, a marked effect here also, since the percentage ex-
penditure BUaCeptibJe of reduction in sympathy with decreased traffic is 80 very much 
1IDa.11er. 

In this connection the following extr&ct6 from an authoritative &rtidle by Dr. E. 
Huber Stocker, Consulting Engineer tG the Swiaa Federal Railways and Mr. H. Eckert. 
Chief of the Eleetrification Department, Swiss Federal Bailwaya. in the June number of 
the International Ra.ilway Congreas Aaooiation Bulletin, on" The Ji:Ieotrifioation of 
nilwa,. &em Ul·8OOIIOIDio point of view " will be foami of .. eat. 
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" Capital inv.ted in e1eotrifioation considerably increases the interest and deprecia-
tion ~harges of the ra.ilway. These charges mUBt Le offset by a reduction in the run-
ning expenses or by an increase in the receipts or by both together. On the other hand, 
however, it is pvssible with electrification to avoid or postpone considerable expendijiure 
for the extension of stations, or the duplication of tracks and laying down new Jines, an 
expenditure which would have become necessary had steam operation been retained." 

" Thus, the examination of electrification from the economic standpoint does not 
merely consist of a comparison pure and simple between electric operation and steam 
operation, but it also covers a number of specia.l considerations connected with the traffic 
capacity of the lines, the maintenance of the rolling stock and the fixed plant of the rail-
way, the development of the traffic and improvements in the service, a knowledge of 
which is necessary in order to be able to elucidate the question. The problem is in general 
complex and difficult of solution, not only for electric operation which is projected, but 
also for that which is already in existence. The admjnjstration and engineers engaged 
on the problem know moreover from experience how difficult it is generally to shed light 
on all questions relating to ra.ilway economics." 

" In most caaes, electrification of the railway implies the substitution of electric 
traction for steam traction. The economic success of electrification consists therefore 
in the economic gain which can be. procured as comparred with maintaining steam opera-
tion. For equal receipts for the railway, this gain should result from electric operation 
being less costly than steam operation. In the contrary case, electric operation ought to 
increase the receipts in proportion to the additional expenditure. The gain will, of course, 
be more sure when electric traction has.the effect of reducing the working expenses and 
in~ the receipts at the same time." 

" The increase in the receipts is a matter of experience, foresight and speculation. 
It is a very uncertain mathematical factor where.electrification is concerned.. In the case 
o! electrification which has already been carried out, this increase in reoeipts is difficult to 
determine and more often can only be estimated." 

" The comparison of the working expenses demands a wider acceptance of the cost of 
working as admitted in the " working accounts ". The latter should in particular be. 
debited with the expenses relating to the capital expendit~. It is a :peculia.rity of elec-
tric operation that it reduces the reaJ. working expenses while increasing those relating to 
interest and depreciation by the investment of fresh capital." 

" Except when it is a question of tunnels or urban and suburban ra.ilways, all the 
instances of electrification show actual working expensea lower than those of the corres-
ponding steam operation. Consequently, electrification means, 80 to speak, nothing less 
than an economic gain for the working account of the railway. With regard to the 'pro-
tit and loss' account, electrification attains its economic object when the economies effect-
ed on the working expenses are glIe&ter than the additional expenses arising out of the 
capitaJ expended for electrification." 

" Electrification is almost always accompanied by an increase in the length of run 
and the weight of the trains, and inrce&Be in the speed. The question arises as to whether 
the comparative hypotheticeJ steam operation should relate to the same traffic capacities 
or up to what point it should approach electric operation. According to the answer to 
this question, the hypothetical steam operation will imply an increase in the number of 
locomotives, the acquisition of better engines, etc., and in consequence also an inoreaae in 
capital. " 

" Electrification always increases the traffio capacity of the railway. Due to this 
fact, it permits the extension of stations, duplication of traok. and the construction of new 
lines to be obviated or at least postponed for some time. Consequently, it may mean a 
saving of capital and. hence also of interest and depreciation oharges." 

" The advantages mentioned in Chapters II and III, but which are not visible in the 
r~ilway accounts, are not taken into account despite their undeniable value and the deci-
sive pa.rt they may have played. The administrations cannot enter them into the accoun~ 
They would amend the comparison considerably, in favour, of course, of electric opera-
tion." 

• 



After diacuaaing .. partioular electrification in 1929, and comparing it in detail with 
.. hypothetioal steam working, whioh it replaced, they say : " FiDally, a recapitulation 
aooording to the following acheme may be of interest :-

G • 

• , 
Electrio operation. Hypothetioal steam 

operation. Difterenoe 
in favour of - Percent- Percent- electric opera-

Amount. &geof Amount. &geof tion. 
total. total. 

Swiaa . Swiss 
franca. franca. 

Coat of staff and stores •. 23,762,000 35·1 66,168,000 91·0 42,496,000 

Amortization of capital 
and payments to re-
newaJfund .. · . 9,376,000 13·9 2,480,000 8'4 ~896,000 

Interest on capital · . 34,637 ,000 61·0 4,086,000 6·5 --30,452,000 

Total · . 67,674,000 100·0 12,734,000 100·0 5,058,000 
. 

" This reca.pitulation shows, what is moreover certa.in1y common knowledge, that the most 
important items of the cost of operationS are, for electric operation, those depending upon 

. the capital involved and, for steam operation those independent thereof." 
The Ra.ilway Board hope, after a study of the Report of the Main Line Electrification 

of the L. N. E. R. and of the German States Railway, to be in .. better position to judge 
the results of the electrifications in India, though at preaent and for 80 long as conditions 
remain abnormal detailed comparisons of actual financial results of the two forms of 
traction (electric and steam) are bound to be not quite fair to the former. It is only when 
conditions of traffic approximate more oloaely to those postulated that a fair comparison 
ia poIIIible. 
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APPDDIX VII • 
• emorandum regarding the working of the procedure under which detailed estI-

mates for sub-works are prepared against general estimates and work Is com-
menced on sub-works on sanction to detailed estimates, furnished by the Rail-
way Department with reference to paragraph 73 of the Proceedings of the Puellc 
Accounts Committee relating to the Accounts of 1929-30. • 

In considering the Appropriation Accounte for 1929-30, the Public Acoounte Committee 
~ for a report on the working of the new procedure regarding sanction to detailed 
eetimates againLt abstract estimates of projecte. 

2. The new prooedure whioh has now been clearly explained to the railway adminis-
trations is as follows :-

In the case of new constructions, sanction will not ordinarily be accorded until the 
detailed. BUrVey has been made and a detailed estimate baaed thereon approved of by the 
Railway Board. In exceptional circuIJl8tances, however, where the construction is easy 
and presente no Engineering problems of great difficulty, the Railway Boa.rd. may sanction 
the commencement of construction on the abstract estimate, but under no circumstances 
whateoever Illust construotion be commenced without the specific sanction of the Railway 
Board. 

As regards open line projecte a work must not be started till estimates for the whole 
work have been prepared in sufficient detail to enable the competent authority to make 
aure whether the total estimate sanotioned by higher authority is not likely to be appre-
oiably exceeded and till detailed estimates have been prepared for the portion of the work 
which it is proposed to commence. So long as these essential requirements are met, it is 
not necessary that detailed estimates for every portion of the work should be ready before 
any particuIa.r portion is started. 

3. As desired by the Public Aooounte Committee, it has been ascertained in coDllUl-
tation with the Railway administrations how the new procedure with respect to open line 
project has been working in practice. The Bengal and North Western, Rohilkond 
and Kumaon, Assam Bengal and Eastern Bengal Ra;lways are still following the old 
prooedure whioh requires detailed estimates for the complete project to be prepared and 
sanctioned before the work on .any portion is started.. The Bengal Nagpur Railway have 
had no opportunity of giving a trial to the new procedure but are of the opinion that the 
working of the new procedure should not involve any serious difficulties. The remaining 
Railwaya have found the new procedure working quite satisfactorily in actual practice 
and state that no difficulties have been experienced in the execution 9f the 'Work, nor have 
there been any oaaee of material exoesa over t he total estimates of projecte which could 
have bean fOl8le8ll or avoided but for the introduotion of the new procedure . 

.. . 
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APPDDIX vm. 
llemorandum regarding the eftect on Railways of the issue of the Railway Board'. 

• circular letter condemning the method of increasing sanctioned establishmpts 
irregularly-by utilising coolies, gangmen, etc., furnished by the Railway .,Depart-
ment with reference to paragraph 69 of the ProceediDga of the Public Accounts 
Committee relating to the Accounts of 1929-30. 
In oonsidering the accounts of 1929-30 the Public Accounts Committee desired to have 

It report &8 to how far the desired result was realised by the letter issued by the Railway 
Board in March 1931 condemning the irregular practice of -inC1'e8Bing sanctioned estab· 
lishments by utilising coolies, gangmen, etc., for purposes other than they are intended for. 

2. The matter was at the request of the Financial Commissioner investigated by the 
Audit Department and the Director of Railway :Audit has submitted a detailed report 
(Annexure A) of which a brief summary is given below. 

3. No irreguIa.rity was discovered at all in the year 1931-32 on the Bunna, BengaJ 
Nagpur and Rohilkund and Kumaon Railways. The Eastern Bengal Railway on receipt 
of the Railway Board's circular letter, took up the matter themselves with the various 
departments, with the result that 118 cases were found to exist, of which 61 have since 
been reguIarised and the rest are still under consideration. On the other Railways some 
cases of irregular employment were still found to exist and were taken up by Audit with 
the railway administrations concerned. Almost all have been regularised since. 

4. The Director of Railway Audit bas stated that the facts and figures mentioned 
in his report indicate that the practice of irregularly increasing sanctioned ,establish-
ments by utilising coolies, gangmen, etc., " is still prevalent on some railways, although, 
on the whole, the Railway Administrations are tryiJ!g their best to put a stop to the prac-
tice". A further general circular letter has been issued to the Railway Administrations 

. (Annexure B) drawing their attention to this matter in general and to the particular ir-
regularities brought to notice by the Director of Railway Audit. 

6. The Director of Railway Audit has been requested to make It further report next 
YMr on the position. 
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ANNEXURE A TO APPENDIX VIII. 

RlU'OBT BY TIm DmECTOR 01' RAILWAY AUDIT ON THE EMPLOYMENT 01' STAI'J' ON WORD 
OTHER THAN THOSE TO WHICH THEm PAY IS CHARGED. 

• 
(1) During the discussion on paragraph 112 of the Appropriation Report for 1929-30 

the Public Accounts Conlmittee was informed that the Railway Board had issued a 
ciroular letter to all railways condemning the method of irregularly increasing sanctioned 
establishments by utilising coolies, gangmen, etc., for this purpose. The Financial Com-
missioner was asked to report next year whether the circular letter had the desired effect, 
and how the matter stood. It was decided by the Financial Commissioner in consulta-
tion with Director of Railway Audit that these reports should be prepared by the local 
audit officers as obviously those responsible for the improper employment of staff will not 
come up to the higher authorities and ask for disciplinary action against themselves. The 
C&868 reported below were mostly detected by the audit department during 1931-32 but 
other cases where the administration themselves have taken the initiative in putting a 
stop to this practice and which have come to the notice of audit have also been included to 
give the Public Accounts Committee an idea as to how the Railway Board's circular is 
having the desired effect. 

(2) On three railways, viz., Burma, Bengal Nagpur, and Rohilkund and Kumaon 
Railways no case of irregularity of the kind referred to in the Railway Board's circular 
letter No. 6862-F., dated 26th March 1931 was discovered in audit during 1931-32. 

(3) Eaat.ern Bengal Railway.-On :.;eceipt of the Railway Board's circular the Admjnis-
tration itself asked the various departments to report such cases. As a result 188 cases of 
irregular employment were reported by the officers -under the Chief Mechanical Engineer. 
61 of these cases have since been regula.ri.sed and the remaining 57 cases are still under 
investigation with a view to reguIa.risation. 

(4) North We&tem Railway.-The foll<!wing cases were regulari.sed by the adminis-
tration at the. instance of audit. 

(i) Three workmen were employed on clerical duties in the carriage workshop. 
Lahore. The- men were subsequently removed to their respective jobs. 
No disciplinary action W88 taken, nor W88 it pressed, the amount misallocated 
being very small. -

(ii) Two vacuum coolies and one cleaner were utilised 88 peons by the "Head Train 
Examiner in Lahore. No disciplinary action was considered necessary by 
the Divisional Superintendent. 

(iii) One oleaner was utilised 88 a store issue olerk in the Locomotive Shed, Karachi. 
The post of the surplus cleaner has since been brought under reduotion. 

(it1) A wrenohman was working 88 a punkha cooly in the office of the Head Train 
Examiner, Karachi, the wages of a punkha cooly being less than that of a 
wrenchman. The ma.n was put back to his original duty of a wrenchman. 

The following oases whioh were detected by audit are still under correspondence with 
the administration and final action has yet to be taken :-

(t1) 2 mates, 42 ooolies and 1 blacksmith were sanctioned for the work" providing 
. check rails between Jogindarnagar and Ahju Stations,t but were employed 

for ballasting track and loading and unloading of ballast. 
(w) 7 mates, 140 ooolies, 8 oarpenters and 1 blacksmith were sanotioned for" pr0-

viding bearing plates and replacing V. S. with S. S. Deodar Sleepers on 140 
ourves on the Kangra Valley Railway"; but the men were employed for 
loading and unloading, ballasting track after removing earth, etc. 

(wi) 1 mate and 12 ooolies were sanctioned for improving raised portion between 
Kathola and Gujrat but they were employed from 6th October 1931 to 
12th October 1931 for lifting and packing and baUasting up hoop beyond 
Kathola. 

(.,) 1 oJMner waa utiliaed M .. olwk for))Ol_ nquiaitiona. iau. note... etc. 



,', 
(5) 8tIIIC IfIIl_ Btailuay.-{,> A jamadar peon iotuaIly working in Chief EDgineer'a 

office was being charged 88 & Tindal in the InspectOl'B of Works Labour paysheet since 1928. 
On its being taken up in audit in June 1931 the Agent 8&Ilctioned a special post for this 
man in the Chief Engineer's office in March 1932. 

( 

(ii) PIle chowkidar under Assistant Superintendent, Way and Works, was actually 
workiDg under the Divisional Superintendent staff. On its being ta.ke.n up by audit 
the chowkidar was transferred back to the Assistant Superintendent, Way and Works. 

(iii) One gangman. of Permanent Way Inspector, Buxar, W88 working 88 carpenter 
cooly. Sanction of the competent authority was obtained at the instance of audit for a 
cooly for the carpenter. 

(i11) One cooly of Inspector, Works was working in Divisional Superintendent's 
Bungalow 88 chowkidar and also doing the duty of a chowkidar on the football ground 
allotted to the District Sports Association. The Administration states that a chowkidar 
is necessary for the ground and the question of obtaining proper sanction of the competent 
authority has been referred to them. 

(11) Several clerks, typists and peons, etc., have been employed. on daily rated scale and 
their pay charged through Labour Pay Sheets instead of in regular establishment bills of 
Seerampur and Kirhurbarer collieries. The Co~ery Superintendent states that the prao-
tioe had existed from a very long time and that the matter has however been referred. to 
the Agent for orders. 

(n) One cooly of lorry gang was workiDg in an Officers' olub. 

(ni) One oooly of Matega.ng waS working with a Sub-Inspector of Works. 

(nii) 1 cooly of Mategang was working 88 ohowkidar in an Inspector of Works' 
Bungalow. 

In the above three cases the men have since been returned to their works. 
(iz) 1 ooo1y of lorry gang was shown working 88 turnkey man. The a&netion of com-

petent authority has since been obta.ined.. . 

(x) Certain chowk:id&rs employed against Copiery Funds were actually working in the 
school in Kyrhurba.rel Colliery. The Colliery Superintendent; replied that the chowkida.rs 
were eogaged as the echool funds were insufficient to meet the coat and that the matter 
was beiog referred to the Agent for orden. 

(xi) Two ohowkidars on daily rated. pay, paid from the Colliery Revenue Ji'und, were 
actually working 88 such for the European and Indian Institutes at Beniadih. Their 
wages should have been met from the Institute Fund and not from the Colliery revenue. 
The Colliery Superintendent replied that the matter was being referred to the Agent for, 
order&. • 

t 
In the following caaes the replies of the Administration are still awaited :-

(xii) A large part of the regular establishment of the Bokaro aod Awang Collieriea .. 
paid through Weekly Labour Pay Sheets. 

(xiit) The pay of the Head Clerk, Bobro Colliery, was being charged against the 
sa.nctioned appointment of Swang Colliery and that of a clerk doing the duties of the Head 
Clerk at Swang collieries is being charged against the office establishment Colliery Superin-
tendent, Giridih. 

(-) In the Jamalpor shops about a dozen obargemen and erectors drawing about 
Re. 500 pet' month whose pay is charged. to works are employed on clerioal dutiee on the 
ground that actually trained men are required. for the purpose. 

(6) Madrtu and 8w.t1trn Malwatta Bailway.-During an inspection of the initial 
records for June 1931 eevera1 daily rated coolies were found to have been allotted to work 
whoJe..time in WorksManagers' offioee in the Meoh8.JljoaJ Workshops at Perambur. It was 
expIeiped by .. Chief Audia aDd AooouataatthM ~ men were employM far ~ 
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oarriage of heary materials, etc., from the shope, and that no irregularity was involved in 
oh&rging their pay through the Time sheets to "Workshop Suspense". It however 
appeared from a duty list which had in the meanwhile been furnished to the Chief Mechani-

. cal Engineer that coolies of the Loco. Manager's office were continuously engaged on 
duties ordinarily pertaining to office peons and other office menial establishment .• The 
Chief Mechanical Engineer addressed the Agent for sanction to an addition of 1 ~ monthly 
rated sweeper lascars to the Works Managers' offices and proposed that the sanction under 
ooolies could be cut down by a similar number thus avoiding the engagement of extra 
staff. The Agent sanctioned only 8 out of the 11 posts applied for. The conversion of tlie 
8 posts has resulted in an annual saving of about Re. 384. 

(7) BoolA Indian Railway.-The following cases of daily paid labour in the workshops 
employed on other duties oame to notice :-

(i) Boys used as peons in the Works Manager's office. 
(it) Fitters employed on olerical duties in Foreman's and Works Manager's offices. 
(iii) Coolies of the yard gang employed on Wa~ and Ward functions. 

The Chief Engineer has since sanctioned the employment of the boys referred to in item (i). 
The C88e of fitters mentioned in item (ii) is under the consideration of the Chief Meohanioa.l 
Engineer who is investigating the adequacy of the clercial strength" of shop offices. The 
men referred to in item (iii) were so engaged for a very short time to meet an emergency and 
have sinoe reverted to their legitimate duties. No disciplinal'y action was taken in these 
cues. 

(8) A88am BengaJ, Railway.-It waS noticed at the time of inspection of the Loco. 
Workshops in August 1931 that where entertainment of cJercialstaft was not sanctioned 
in the establishment rolls the same staff had been kept on as works charged employees like 
workshop labour staff. Similar C88e8 of irregular employment of staff were also noticed 
by the Chief Auditor in the course of his inspection of the Loco. Workshops and the 
Works Manager's office. The Chief Auditor has asked the Agent to issue a circu1ar letter 
on the subject with a view to abolish the irregular procedure in future. 

(9) (heat IfItlian PmiMUla Railway.-(i) Two sweepers borne on Victoria Terminus 
oarriage and wagon cadre were working in the office of the Divisional Transportation 
Superintendent from 1st August 1927. This has been regulariaed by Agent's sanction 
dated 15th April 1932. 

(ii) Eight ooolies charged to Bhusawal running shed and Fitter shop and 1 waterman 
oharged to Bhusawal Station were working in the office of the Divisional Superintendent, 
Bhusawal. They were returned to their legitimate duties from 4th September 1931. 

(iii) During an audit inspection in .July 1931 it was noticed that 2 men whose wages 
were oharged to the Carriage Foreman's (V. T.) shed were working as watchmen in the 
Divisional office. On this being pointed out, the Agent's sanotion was sought for to regu-
Jarise the expenditure incurred on this account as well as to the creation of 2 posts of watch-
men. The Agent sanctioned the irregular expenditure already incurred as a special case but 
refuaed to sanotion the two post.s of watchmen. This has resulted in an annual saving of 
Be. 600. 

(10) Bombay, Baroda and Central lfUlia Railwag.-Local inspection by the Govern-
ment Examiner in 1931-32 brought to light about 118 such cases involving the misclaesi-
fioation of a sum of over 1'18 lakhs of rupees per annum. 

2. The following are some instances:-
(i) sa men designated fitters and drawing wages ranging from Re. 1 to &S. 2-9-0 

per day in the muster roll of the Erecting Shop, Ajmer, were found actually 
employed as ohowkidars, peons, daftry and o1erb in the locomotive shope, 
their wages being charged off to different work-orders with which they had 
nothing to do. . 

(it) Thirty men designated Boiler-makers, Erector, ete:, most of whom dnnr 
wages above Ra. 3 per day &Dei some Re. 7 aDd Rs. 10 per day in the muster 



roDe of.veral mops of Loco. Worbhops, Ajmer, were workiDg regaJarlyia • 
Dm1riDg office. 

(iii) Fifteen men designated Pi*1'8, Moulders, Die-ainkers, etc., and drawing wagep 
varying from Ra. 1-5 to Ra. 6 per head per day and two coollies charged to the 
muster roDs of the seve.raJ shops work regularly in the Progress office. In 

(> addition to this eleven men designated Chargemen, Chaser&, Inspectors, 
Clerks, etc., with monthly rates of pay varying from Rs. 55 to Rs. 275 and 
drawing their pay in the muster rolls of different shops are also said to be 
working regularly in the Progress office. The total annual wages of these 
approximate nearly to half a lakh of ropee8, and this staff is by way of 
supplementing other staff performing similar duties but engaged with the 
8&Ilction of the Home Board and charged to General Administration. 

(;,,) Eighteen men designated oooliee and drawing their wages as suob in the muster 
roDs of the Time office, Ajmer, were working 88 peons in the office of the 
Loco. Superintendent, Ajmer. 

(tI) Four men designated' Strikers' and one man designated furnace-man in receipt 
of wages varying from 14 a.nnae to 18 &DD88 per day on the muster roll of the 
Smithy were working 88 peoD8 in the Foreman's office. 

(tli) Fourteen men varyingly designated Body-builder, Journeymen. Fitter, machine-
man, etc., drawing wages varying from Ra. 2/lOf- to Ra. :; per day in the 
muster roDs of the Parel Workshops were working either as clerks in ForelD&D's 
oftioea or in the Drawing office. 

(wi) 1.1le number of men designated coolies drawing their wages in the muster 
rolls of different shops and working as office peons in Foreman's and other 
office is large and does not appear to need special enumeration. 

'l1le above practice is not peculiar to the Mechanical Workshopa alone; it wu aiBo 
prevaleD.t in locomotive aheds. The Loco. Superintendent made eaqairiea aome time ago 
and these brought to light 112 C&IIes of technical staB performiDg work other tbau thOle 
connoted by their designations. On 12th May 1931 the Agent 8&Ilctioned the tran!der 
ol76 sach men to c1erioal establishment.. 37 men having been reported by the Loco. Super-
ioteRdent either 88 having been retrenched or absorbed. 

The facts 88 stated in the previous paragraph are accepted by the <lUef Auditor, who 
would however prefer the number of oases, referred to in sub-paragraph 1 above, to be limited 
to the 10) of which pariicuIM mention has been made, and their annual oost to aboat 
Be. 96,000. 

The Chief Auditor is of the view that there is no deliberate rnisclaeeification of staff and 
that the orders of the Railway Board of March 1931 have not been ignored. The fact is, 
however, brought to notice that these employees are engaged. on duties other than those 
implied by their designations and their wages are drawn, in many C88EI8, in muster 
roJls of offioers other than those in which they are working. Payment, aa daily labour, 
of persons employed on duties for which a regular staff ought ~ be aanctioned and the co-
tinued employment of st&ft on duties other than those for which they have been a&DOti<JD. 
ed appear to need attention. specia.lly aa they continue to exist even alter strenuous eftoN 
have been made by the Chief Auditor over a period of nearly four ye&1'8 (since attention 
wu origiDally directed by Government Audit to the existence of this wrong practice). 

(11) Bengal au Nurtk Western RailtDall.-It was noticed that in the Gorakbpur Looo. 
Shope BOrne workmen were actually performing the duties of clerks. The matter is under 
refenmoe with the Chief Auditor. 
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ANNEXURE B TO APPENDIX VIII. 
Lm-.rJm nOM TRB DlIlPUTY DIRECTOR, RAILWAY BoARD, TO THB AGENTS OJ' TABI0178 

RAILWAYS, No. 1387-B., DATED THE 19TH SEJ'TEMBBB 1932. 

I am directed to draw your attention to Railway Board's letter No. 6862-F., dated.the 
26th March 1931, requesting you to take steps to eradicate the irregular practice o£.employ-
ing staff on works other than those to which their pay is charged. At their meetings last 
year, the Public Accounts Committ.ee desired to know whether the circular issued by the 
Railway Board had the desired effect and how the matter stood. At the in:sta.nce of the 
Railway Board, an investigation was thereupon made under the instructions of thetf>irect-
or of Railway Audit. The Board regret to find that that officer has come to the conclu-
sion that the practice is still prevalent in some railways, although on the whole railway 
administrations are trying their best to put a stop to the practice. 

2. I enclose an extract· from the report of the Director of Railway Audit relating to 
your railway for your information. The Board desire to know what action you have 
taken in pursuance of their instructions in their letter quoted above, and what discipli-
nary action you have taken in cases brought to your notice including those which are 
contained in the enclosure to this letter. 

3. The Railway Board desire to commend to your notice the action taken by the 
Eastern Bengal Railway administration, which on receipt of their circular asked the various 
departments to report such cases. It is .understood that more than half of the case of 
irregu1a.r employment, which were reported by the officers under the Chief Mechanical 
Engineer, have since been reguIarised and the others are being investigated. 

• Not printed. 
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APPENDIX IX • 
• emorandum rePnJing the adjustment of &he COlt of certain condemned vehicles 

on &he BengaJ. Bagpur Railway, furnisbed bJ RaihraJ ])epariment with 
reference to paragraph 80 of the Proceedings of the Public Aoeounta Cnm"'i&tee 
relating to the Accounts of 1929-30. • 
In paragraph 211 of his Appropriation Report for. 1929-30, the Director of Railway 

Audit remarked 8.8 follows:-
" Bengal Nag'J!Ur Railwall.-It was remarked in pa.ra.gra.ph 12 of the Report for 

1927-28 that the Bengal Nagpur Railway had charged the entire cost of the 
rolling sotck purcha.sed or constructed between 1919 and 1926 to capital and 
no share of it to revenue even though there W8.8 rolling stock awaiting repJace-
ment at the time. It is now pointed out that the tardy adjustments of the 
oost of condemned vehicles to revenue has resulted in a gain of about Rs. 2 
lakhs to the Company and a corresponding loss to Government. The con-
firmation of facts for this paragraph is, however, still awaited from the Rail-
way Board and Administration. 

The general terms of the contract between the Company and Government proVIde 
that Government guarantees a minimum return of 4: per cent. on the deben-

. turee and at per cent. on the ordinary capital supplied by the Company. 
Mter this has been earned and after Government has recouped itself at agreed 
rates of interest on capital provided by Government, the BUrplus profits are 
divided between Government and the Company in proportion to their respec_ 
tive amounts of open line capital contributed. In 1928-29 and 1929-30 there 
were no surplus profits for division but in the three previous yeam the Com-
pany received its share of surplus profits. On the 1st December 1926. 2 narrow 
gauge engines, 200 coaching vehicles and 256 goods vehioles had been con-
demned and were awaiting replacement. U the oost of these wagons had 
been charged off to revenue in the accounts of 1926-27 or 1927-28 the Com-
pany's share of surplus profits would, it has been estimated, have been less by 
about Rs. 2 lakhs; as their cost was not written off to revenue until a year 
in whioh there were no surplus profits for distribution, it did not afIeot the 
Company's profits in that year whether the cost of the roIling &took was then 
oharged off or not". . 

In dealing with this question last year, the Publio Accounts Committee obaened that in the 
absenoe of the full facts of the case they were unable to expresS an opinion. 

2. The number of stock oondemned and awaiting replaoement 88 reported by the BeDpl 
N8I,P1D' Railway adminiItration is: 

Looomotives 
Coaching vehioles 
Goods vehioles . . 

-
... 

--... 
---

Broad NII'l'OW 
pup. pup. 

11 
19 
97 

Stock oondemned cannot under the contracts be written back to revenue immediately on 
oondemnation. It is only when they are replaced that Revenue can be oalled upon to bear 
its share of the expenditure incurred on replacement. The replacement programme is again 
not dependent on the number of stook condemned but on the number which can be justified 
8.8 required to meet the demands of traffio. The Director of Railway Audit's proposal that 
the cost of these condemned vehioles should be oharged off to revenue during the years 
1926-27 and 1927-28 (;.e., immediately on condemnation and irrespective of the year in 
whioh the stock W88 replaced) is not therefore tAmable under the oontraotBand the estimate 
that the Railway Company had benefited undeaarvedly by Ra. 2 lakha in the shape of 1IUl'-
plus profite, ia too high. 



3. In the opinion of the Railway ~, the way to determine how far the Bengal 
Nagpur Railway Company benefited by way of surplus profits is to see w~t stock waa 
actually added at the oost of capital during the yea.rs 1926-2'1 and 192'1·28 which should 
have been really treated 88 renewal expenditure. The Bengal Nagpur Railway have stated. --an<\ this statement has been accepted by the Government Examiner of Aocoont-that the 
actual cost of additions to rolling stock during tIleee two yean, which oould have been 
treated astrenewal expenditure, amounted to Rs. 4,10,418, a.nd the consequent overpay-
ment in surplus profits to the Company W88 R.s. 27,963. 

It should be added that the Railway Board took up this matter as BOOn &8 it was 
brought to their notice, and have since taken partioular care to see that no items of rolling 
stock are provided for as additions when similar stock that has been condemned is awaiting 
renewal. 
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APPBIfDIX X. 
Memorandum regarding modUled ftgures of number of cases and amounts of under-

charges detected by the Audit Department aud the working of the system of a 
full cheek over Invoices relating to goods, furnished by the Railway Depart-
ment with reference to paragraph 62 of the Proceedings of the Public AcCbunts 
Committee relating to the Accounts of 1929-30. • 
In considering paragraph 79 of the Director of Railway Audit's Appropriation Re. 

port for 1929·30, the Public Accounts Committee observed as follows (vide paragraph 62 of 
their Proceedings for 1929.30):-

" The Financial Commissioner gave certain modified figures of the number of C88e8 
and amounts of under.charges de~ted by the Audit Department on the basis 
of certain information supplied by the administration. The Committee 
desired to know when the Department got the information and what steps 
it took to bring it to the notice of the Director of Railway Audit. 

It was stated in this paragraph that the Accounte Department had resumed, from 
the 12th August 1930, a full check over invoices in order tosa.feguard against 
fra.ud attendant upon a curtailed check. The Committee considered the 
matter very important and desired to have a much fuller report on the work. 
ing of the system as soon as possible". 

2. The facte of the case, as reported by the Controller of Railway Accounte, are &8 
followa:-

In November 1930 the Chief ACQounts Officer, East Indian Railway, pointed out to 
the Chief Auditor of that Railway that, out of Re. 2,694 reported by'the latter 
aa representing undercharges in goods traffic, only Rs. 901 had been admitted 
by him. The balance Re. 1,793 rela.ted to piece·goods traffic, in connec-
tion with which the question of rate was under dispute and the matter under 
correspondence with the Chief Commercial Manager. 

The full facts of the cue, however, did not come to the notice of the Controller 
of Railway Accounts' office till August 1931 while the Director of Railway 
Audit's Report was i88Ued in March 1931. It was then found that the Chief 
Accounts Officer had. not taken any action to get the mistake corrected by 
the Statutory Audit Sta.ff. Ordinarily the Controller of Railway Accounts' 
office should thereupon have informed the Director of Railway Audit of 
the correct position but unfortunately this was not done till December 
1931. 

3. The Director of Railway Audit has examined the question and agrees that 
his origiDal pa.ragraph waa unsa.tisfactory, firstly as regards the inclusion of Re. 1,793 
rela.ting to goods tra.ffi.c, and secondly in regard to the statement made therein that Ac-
oounts had checked a.ll items and that the Chief Auditor was in a position to correct t.he 
paragraph in the Appropriation Report. 

4. As regards the result of the resumption of the cent. per cent. check over invoioe., 
the position regarding the oheck of goods earnings was unsa.tisfactory during the year 
1930-31 and the first ha.lf of 1931·32. The Chief Accounts Officer has explained that 
this was due to the dislocation of work on the introduction (commencing with Howra.h 
on the 1st February 1930) of the Divisional Traffic AccounUi Scheme a.s an experimental 
measure and later, 'on ~count of reversion (with effect from the 1st June 1931) to the 
old system of centralised oheck. The poaition in respect of the second half of 1931-32 has, 
however, shown oanside.ra.ble improvement. 

The position in regard to the check of ooa.ching earnings in 1930·31 showed an im. 
provement on that of the previous year and that in 1931-32 a further improvement on the 
previous two yea.rs. As the accounting procedure in respect of coaching traffic had Dot 
been subjected to draatio changes, a.s in the case of goods traffic, the efficiency has steadily 
been kept up. The cue haa been oarefully examined and the Chief Accounts Oftioer _ 
Men iDltruoW to improve the .yatem in order to aeeun atill betier reeulte. 

n 
/ 
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APPEIIDIX XL 

Memorandum containing the results of scrutiny of the pro Jormo, Depreclatlo1l 
Fund Acc8unts of the Company-managed RaUways maintained by the RaUway 
Board, as conducted by the Director of RaUway Audit and his subordinate 
~m. • 
in paragraph 139 of the Report of the Appropriation Accounts for Railways for the 

year 1928-29, it was mentioned that steps were being taken for the necessary internal and 
external checks to be exercised on the records maintained by the Railway Board of depre-
ciation in respect of Company-managed railways. As stated in paragraph 206 of the Report 
of the Appropriation Accounta of Railways for 1929-30, it was realised only in February 
1931 that the statements of expenditure on the basis of which this record was maintained 
by the Railway Board should first be checked by the Government Examiners of Accounts 
before the office of the Director, Railway Audit could test-audit these records. The state-
ments for the year 1929-30 furnished by the Agents of Company-managed railways were 
checked by the Government Examiners concerned and on the basis of the information re-
ceived from them the records maintained by the Railway Board were scrutinised by the 
office of the Director of Railway Audit in April last with the result that necessary adjust. 
ments have been made to set right a few minor inaccuracies that came to light. The Gov. 
ernment Examiners reported that as· the replacement expenditure was not recorded in 
accordance with the classes of assets, and further the credits for released materials were not 
exhibited separately in accounts but were included in the figures for replacement expendi. 
ture, the allocation of replacement expenditure to certain classes of assets and of credits 
in general, which were based on information obtained from departmental officers, had to be 
accepted as correct. Such allocations could however have been test-checked at inspections 
if instructions had been issued to this effect. 

2. A scrutiny of the records of depreciation relating to the previous years was sub-
eequently undertaken and the Government Examiners were requested to make an attempt 
at the check of-

(1) basic figures for the initia.l contribution to the Depreciation Fund on 1st April 
1924 and the amount of depreciation which ceases in each year in respect 
of the assets existing on that date, and 

(2) the statements of the capital and renewals expenditure on each ~1&88 of &<J8(')t8 

during the year 1924-25 and subsequent years. 
It is understood that the ba.~ic figures for the initial contribution for 1924-25 and the 

depreciation which would cease each year were determined. by an Officer on Special Duty 
appointed by the Railway Board. The information was based as far &8 posRible on ac· 
counts and where the booked expenditure was not available, on the belJt estimates which 
could be framed by departmental officers. The det&.iled compilations are not, however, 
available at present either in the offic~ of the individua.l railways or that of the Railway 
Board. 

3. In regard to the check of statements of annua.l expenditure during 1924-25 and 
RUbsequent years, the Government Examiners were requested to make every possible 
endeavour to trace the initial documents in the departmental offices of the railways and 
to test-check them, or failing this, to compile independent statements for some of the 
elasses of assets and verify the results so obtained. with the statements already submitted. 
to the Railway Board. They have reporte<!- that in most cases the statements for the 
previous years and the working. sheets, from which they were compiled, are not forth. 
coming. A further difficulty complained of by them is that in regard to capital expendi· 
ture,the new heads of accounts which were brought into accord with the different clas.'Je8 
of assetR, were not adopted by Company-managed railways until 1929-30, and on the 
Bengal and North-Westfml and Rohilkund and Kumaon Railways, an even older classi-
fication is still being followed. AR a result of test-check of such statements as were-avail-
able, it was noticed that with the exception of one or two railwaytl the expenditure figures 
(or a group of assets, falling under an accounts head, or the total expenditure for a year W&I 
reconciled by the Chief Auditor of the particular railway with the figures booked in the 
account.. but beyond thia no detailed check was ~bla without a refeND08 to iDitia. 
lPI'IJ'DD a ' 



~ouebers. In certain osaes. a detailed check has bean conducted with initial vouchers or 
statements have been compiled independently by the Government Examiners, and the 
results point only to some minor oompensating discrepancies in the figures for different 
Uleta. The following important classes of errors in the statements submitted to the Rail-
.WI1I7 Board have, however, been brought to notice by the Government Examiners and will 
be ~ investigated with the Government Examiners and with the Railway Board :-

(a) expenditure for non-wasting assets was inoluded under several assets on the 
Bengal and North Western Railway" and ~ 

(b) expenditure for some of the Dnrbar, foreign and provincial lines, for which no 
account is required to be maintained, has been included in the statements 
for the South Indian and Me.dras and Southern Mahratta and Bombay 
Baroda and Central India Railways. 

,. The Ra.ilway Board have issued h;lstruotions that with effect from the account~ 
of the year 1932-33 the credits on account of materiaJs relea3ed from works, which are 
debitable to the Depreciation Fund, should be accounted for as a receipt under a sepa.ra.t.e 
sub-head of account. The question of booking the renewal expenditure under account 
heads according to the classes of a.ssets has been taken up with the Railway Board, and 
neceaaary instructions will probably be issued to the Company-managed railways. This 
arra.ngement will facilitate the test-check of the statements with effect from the accounts 
for 1933-34. and in the meantime instructions have been issued to the Government Exa-
miners to verify the statements compiled. by depa.rtmental officers in the oourse of iDa-
peotions. 

5. The remIts of the examination of the' pro forma Depreciation Fund accounts 
mainbined by the Railway Board may be summed np as follows. It is impossible now 
to check cmnpletely the3e pro form'}, Depreciation Fund accounts. Considerable expenso 
would be involved if the examination were pUl'8ued further. and in the end. owing to the 
absence of certain data.. the check would be only partial and not oomplete. It is possible 
to infer. however. from the examination that has been oarried out that after the accounts 
have been corrected according to the adjustments incorporated in the acoounts for 1930-31 
the discrepancies that remain are not of great magnitude, not, indeed, as great as was at 
first apprehended. The past accounts may be accepted 88 being fairly accurate. Mea· 
sares have been taken to ensure that in the future the audit of these accounts will be regulat-
.00 effective. 



APPBNDIX XII. 

Memorandum on the adjustment of the excess of about BB. 54 laths found· on 
verUlcation of stock at the time of re-organisation of stores accounts on the 
East Indian Railwa.y, furnished by the B.ailway Department with reference 
to paragraph 85 of tht' Proceedings of the Public Accounts Committee rllat-
ing to the Accounts of 1929-30. • 
In the final repoJ"t made by Mr. M. K. Mitra, the late Controller of Railwny 

Aceo~nts, on the re-organisation of stores accounts on the East Indian Railway, 
it was brought to notice that the total value of stores found in stock by actual 
count at the time of re-organisation and brought on to the new price ledgers at 
current rates was about 54 ·lttkhs greater than the amount shown in accounts on 
that date as the outstanding balance at debit of general stores. It was also 
explained by him in his evidence before the Public Accounts Committee that "'this 
excess represented mainly stores returned from works, or divisions, but not 
accounted for in the stores ledgers and that the amount had been kept under 
suspense, but the intention was that it should be credited to revenue in the 
course of the year. The propriety of crediting the amount to revenue was 
qnestioned by the Committee in paragraph 85 of their Report on the accounts 
of 1929-30. They emphasised two aspects of the case. First, the real value of 
returned stores (whatever the theoretical valuation might be) depended entirely 
on the possibility of utilising them, which was at present restricted. Secondly, 
the works from which the stores were returned might have been overvaluei' by 
credits on account of these stores given to them having been inadequate. For 
these reasons the Ccunmittee desired that the whole question should be examined 
carefully, and sUg'g'f''3terl thnt the Railway Board should consider whether the 
whole or a substantial portion of the excess }ound should be kept under a 
reserve head instesd of being credited to revenue. 

2. It win be rempmbered that, in order to bring order speedily out of tht'l 
chaos which was existing in the stores accounts of the East Indian Railway 
before the recent re-organisation, it was decided to start the accounts on a 
clean sheet, as it were, by taking actq.al stock of materials lying at depots 
as on a particul:tl' date, bring them on to account at proper prices and then 
adjust any difference wh;eh mav arise between the value arrived at thus and 
the total value remaining at debit of J!eneral stores account on that date. The 
54 lakhs refen-ed to nbove represents this differenee. When this general stot.k-
takin~ was taken and tfle new price ledgers were opened, the main object was 
to build up the account on a sure basis of fact, so that an subsequent accounting 
ma¥ pro~eed in a svstcmatic and re~lar manner. This did not, however, mean 
either that the valuation then made was absolutelv final, irrespective 'of any 
fresh facts that might come to light later pointing to the necessity for a 
revaluation, or that gIl past accounts should be treated entirely as a closed 
chapter. 

3. Mr. Mitra '!01 orj~innl intention was to adjust the whole of the 54 lakhs 
referred to above strRightltway a~ainst revenue in aceordance with the usual 
procedul'e with rp~pe(~t to th(' :toliu~tmeDt of excesses or deficiencies found in 
storeR on actual count. revltluation, etc. Any readjustments that might be 
necessary on account of fncts coming to light later regarding past transactions 
would also have been made as usual against revenue through the stock adjustment 
account. On the other hand if the difference referred to above is kept under 
a reserve head, as sug't!ested by the Committee, ann operat.ed on senaratelv all 
re-adjustments necessitated by It re\'iew of past transactions would be n;ade 
against this reserve, Rnd l\J1Y nmount that might be left over at the end of 8 
prescribed period would be adiusted Itg-ainst revenue. The net financial effect 
of either of these two methods would therefore ultimatelv be the same A 
reserve is therefore, in general, unnecessary, and teehnically' not quite desi;able 
as tending to keep out the general revenue accounts the results of ordinary 



transactions of a railway. Moreover, the question of the period for which thiI 
ret'erve should continue ,to exist is a controversial matter. It is however obviously 
undesirable to disturb the revenue accounts of any single year by credits ar 
debits of great magnitude, and the Railway Board have accepted the principle 
und!~lying the s~stion of the Committee to keep the amount as reserve by 
deela~ng not to c~t the whole amount in the accounts of the year in which 
t.he diffEf.rence was dlScovered and spreading the credit over a period of years. 

. 4. Further investigations instituted by the railway admj.nistration regarding 
past transactions have led to the discovery of a number of documents proving the 
return to general stores of certain materials from divisions and workshops and also 
a number of purchase transactions which had not been brought to account. It has 
also been found that the considerable additional staff who had to be obtained 
from foreign railways in conducting the all-round stock-taking in connection with 
the I'tH)rganisation were not as familiar with th~ East Indian Railway conditions as 
is necessary for quite accurate pricing, and a detailed and careful inv:estigation into 
each unaccounted-for item at the time of general stock-taking was entirely out of 
the question. The result was that a large number of items which wer~ not shown 
on books were taken into account at rather high prices. When final price lists ~were 
introduced, each item was carefully gone into again and the price fixed properly. 
It has also happened that a large number of items were taken into account as good 
stock when they should have lM>en treated merely liS scrap. 

5. The Railway Administration has, as a result of the investigation referred to 
above, adjusted during the years 1930-31 and 1931-32 about 32! lakhs against the 
54 lakhs reported by Mr. M. K. Mitra. The more important of the items making 
up this 32j lakhs are as follows :-

4 lakhs, loss on account of revision of rates. 
7 lakhs, loss on account of new and second-hand stores having been 

scrapped. 
4i lakhs, loss on sale of stores not ~uired for the railway. 
9 lakhs debited on account of old outstandings which were adjustable 

~nst the difference found on reorganisation. 
The major portion of the remaining amount is also expected to be adjusted in 
the course of the eurrent year, so that at the end of this year it is expected ~t 
the reserve will have ceased to exist, or been reduced to such sma11 proportlons 
that the balance might be credited to revenue. 

6. Orders have since issued prescribing a uniform' procedure on all railways 
regarding the stmcture of the stock adjustment account. ~ross ~rpluses 8.t!-d 
deficiencies will be worked out separately under the headmgs "differene.es m 
I¢Oek ", "diiferences in value" and "miseellaneous items "., and a comparison 
made with the corresponding figures of the previous year. The net result of all 
surpluses and deficiencies discovered in the year will also be adjusted in the 
accounts· of the year in which they are discovered, except that in exceptional 
eases, where the amount is very large, the adjustment may be spread over _ 
limited Dumher of years with the approval of the Railway Board, 



87 

APPENDIX xm. 
Komorand1UD. on the Director of Railway Audit's IUggestioDS regardin th 

earlier preparation of Railway accounts, furnished by the Railway r:;,part~ 
ment (paragraphs 25 to 31 of the Appropriation Report for 1930-31). 

to b . Tn~ t'\vCl main s~gestions ~nade by the Director of Railway Audit in o;'dcr 
~nf about the closmg of Railway accounts at a much earlier date th1n is the 

practIce at present are as follows :-
(1) The expenditure accounts of each month should be closed immediately 

after th~ end of t~at ~ontli, without waiting for the audit of each 
~ansacbon, by taking .mto acco~nt merely t~e 'J!Daudited figures as 
bills and vouchers relating to vanous transactIOns are received in the 
A.ccounts Offices, audit being conducted and necessary re-adjustments 
made subsequently. 

(2) ,...The accountc; of Railway earnings should also be closed immediately 
after the end of each month, without waiting for the division sheets 
or t~e information from the Railway Clearing Accounts Office by 
treating the tot.aI outward "paid" and inward "to pay" trafIi~ of 
the ':llonth modJfied by the net results of the division sheets of the 
prevlOUS month as the earnings of the month. 

. 2. It has been n;presented to the' Railway Board that there are serious objec-
ti0!1s .to these suggestIons from the accounts point of view. Apart from the general 
p'1'JDmple that accounts should be an actual representation of facts and should, 
as ~u('h, be based entirely on actuals" and not on mere approximations, it is feared 
that the suggestions made by the Director of Railway Audit may result in a large 
number of adjustment!': every month after final audit, which would involve nllt 
onl~' n large possihHity of error but a ('onsiderable amount of extra work. Another 
.. mons objection is that the internal check to be exercised by aecounts offices Ir.s.y 
get dilatory with all th~ consequent disadvantages of such delay, such as failure 
in prompt recoveries. 

S. TIle submission of the various accounts which Government have with the 
CODlpnny-managed Railways and which eaC'h individual railway ha.c; with its branch 
lind wl)rked lines is, nnder their regpective a!n"eements, to he effected only on 
aemllle, fome of these adjustments having' to be made monthly. The closing' of 
tnonlhh' areonnts on the basis of nnaudited figures may make these snhmission~ 
difficult. The Company-mana,."cred Railwavs have already expressed nnwillingnesl! 
to O('{-f'pt the present scheme lmder which the monthlv 8C('ounts are closed by th~ 
6th of the second fono",";n~ month on the ~round that they contain certain nn-
l1uelH"a fhmres. Their obier.tiom: to thE' Director of R.ailway Aud.it's present sng-
f,rf'Rtion win be l!Teater. It i~ obvious that. unless the procedure is made uniform 
on :111 railways, the suggestion wonld fail in its object. 

4. J n order to enable the admini!=;trative offieel"S to exp.1"Cise proper control 
over (~~penditnre, it EWems enongh if they are fnrnished by the Accounts Deparl-
mpnt, Ds eA.rlv as nossil)le, with a ~tatem('nt of approximAte 8('tnals for the pre-
viOllS month by sub-hends of grants. Instructions have been issued Dot only to 
('nsure nIl' punr-mRI snbmis...c::ion of these statements. but also to utilise all th(' 
ill1'orm,..tion availAhle and. make the approximate statements accord with aemale:: 
AS np8rly as possible. Sbms hAve also been taken to ser.nre ~ater promptness 
in the sdjllsmumt of monthly storps transap.tions which, it is hoped. will l'PlUOvr 
ono ,.f the chi('f eansef4 which contribute to the delay in 8H.Ollntinll". It is believerl 
tlllit fhiR can be done in ahout 20 davs from the elose of the month. There is not 
ml1l'h extra labour involved in the preparation of these statements of approximate 
netuals. 

5. Thp. sn~ons mAde bv the DiJ'P('tor of Railway Audit will howpve-r be 
pxsmint'd further bv thA Controner of Railway Ac(!ounf:q in eonsultRtlon with him, 
hot nr(1l'T to see what further improvements are possible in existing arrange-
menta. 
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AP~IX XlV,· 

'Memorandum furnished by the Railway Department on paragraphs 162 to 169 
of the Appropriation Report of the Director of Railway' Audit for 1930-31 
regarding delays in settlements between Railways, • 

Paragraphs 162-168.-The Railway Board have taken up with the-Railways 
. referred to the delay in the execution of 8.eOTeements for the working of joh\t 
stations and understand from the replies received that the position now is ::8 
follows :-

(a) 

(ii) 

(iii) 

Great Indian Peninsula Railway.-(i) Mahim-Bandra 8ection.-The 
agreement has reached the fina] stage, except as regards one point 
recently raised by the Bombay, Baroda and Central India Railway, 
in regard to the payment of interest and maintenance charges on 
the cost of the overhead gear. 

Muttra.-Fnrther progress is held up pending a valuation of dead 
stock. When particulars on this point are obtained, it is proposed 
to convene a meeting with the Bombay, Baroda and Central India 
Railway to revise the terms of the agreement. 

Agra Area (Goods) .-The arrangement for the working of the A.",0T3. 
"area came into operation from 1st February 1932. The preparatioll 
of the agreement has been held up pending a reply from the Bombay, 
Baroda and Central India Railway to a reference made to them 
by the Great Indian 'Peninsula Railway. 

(jv) Delhi Main 8tatio'IJ.-The agreement between the Great Indian 
Peninsula and North \Vestern Railways has been finally executed. 

(v) Naifll-Chheoki A1'ea.-All the outstanding points have been settled, 
and a draft of the final agreement is now being prepared by the 
East Indian Railway. 

(vi) Ghorpuri.-This is dealt with under sub-paragraph (b) below. 
(.ni) Agra Area (Coaching).-The remarks against item (iii) above 

apply in this case also. 
(b) M. tt 8. M. Railway.-The Agent reports that agreements for only 

four stations have still to be executed, viz., Arkonam., Ghorpuri, 
Dronachellam and Bangalore City. He hopes that within a period 
of six months at the latest these agreements will be finally executed. 

The delay in the settlement of claims in connection with seven stations 
which are joint with the Mysore Railways has been taken up hy the 
Madras and Southern Mahratta Railway with the Mysore (1Qvern-
ment. The Agent is being asked to report fully on the point, to en-
able the R.ailway Board to take action to expedite a settlement. 

(e) East Indian Railway.-No further action has been taken by the 
Railway Board, beyond that indicated in the last sub-paragraph 
of paragraph 165. 

(d) North Western Bailway.-The drawing up of an agreement is pen,l-
ing a settlement of an up-to-date list of the Bombay, Baroda and 
Central India Railway's property in the' Delhi area to be. trans-
ferred to the North Western Railway. The Agent reports that 
he hopes to complete the agreement by the end of the eurrent year. 

·2.· 'The Railway Board agree with the Direetor of Railway Audit that it is 
~psirable to simplify the system under which joint station expenses are appor-
tioned between Railwa.ys, so 8S to obviate the delays that are inevitable under 
the .present procedure for the aecution of agreements for apportioning joint 
atatlon expenses in meticulous detail. 



Under tho " Toll system", to which refenmce is made in paragraph 117 
of the Director of Rail~ay Audit's Report, the Railway using the joint station 
pays 'to the owning Railway a lump-sum rate for each train enter~g ~he statio,:!, 
The alTllIle.o-ement is undoll htedly simple, but is open to the obJection that It 
nectssitates a re-examination and re-calculation every few years of the data 
and figures on which the charge is based, in order to ascertain whether there is 
any n(>oes~ity for a J'Pv;sion of the charge. In this ~o~nection, the. Board 
have address~d the IndIan Railwav Conference Association suggestmg the 
appointment of an Advi!«>1'Y Committee to consider reco~ending to Railw~ya 
the desirability of adopt~ an arrungPment under which the total working 
costs of a joint station would he apportioned on a " per train " basis in the 
ease of coaching traffic, on a ,. per wagon " basis in the case of goods traffic 
and on a per engine basis in case of locomotives using a joint running shed. 
Under such an arrangement, once the total cost of working the joint station 
ana shed was arrived at, there would be no necessity for any record to be 
maintained of the cost of working the station (other than that which in any 
eaSe is required to be kept at the station to show the number of trains and 
vehicles dealt with). The working Railway will then be entirely responsible 
for the provision of sdcql1atc facilities to deal efficiently with the entire traftlo 
of the station. If the traffic to be dealt with subsequently developed to an 
extent justifying the p:tovision of additional capital works, these would be 
p-rovided by the Railway working the station, without a reference to the other 
Railways, as is necessary under the present arrangements : the working Railway 
obtaining a r~tnrn on its eapital outlay in its increased receipts on the " per 
train l' for coaching traffic, " per vehicle " for goods traffic and " per engine " 
basis ; it being reasonable to assume that the additional facilities required would 
not be pro\~ded unless the necessity for doing so had actually arisen. The 
Indian Railway Conference Association have since appointed, as was suggested 
to them, nn Advisory COUlmitt\lC?-, whose report "is awaited. 

Paragraph 169.-The draft &f,.'1'eement for the working of the Jodhpur-
Hyderabad Railway (British Section) has been under eonsideration since 1924. 
There has been considerable delay in the execution of the agreement, but much 
of it was unavoidable o,,'ing to the large number of controversial points that 
had to be settled with the .Jodhpur Durbar. The draft agreement reached 
almost a final stage in 1930, but at the instance of the Director of Railway Audit 
it was then decidf:-d to hold np its execution pending the result of the investiga-
tion of the points arising out of the report on the test audit of the accounts 
of the Jodhpur Railway. For about 6 months the Director of Railway Audit's 
letters on thesp points WE're coming in. After the settlement of all these points, 
the final draft of the agreement, embodying all necessary modifications, was 
forwarded to the Agent to the Governor General in Rajputana in May last and 
he was asked to arrange for its execution if the draft was approved by the 
Durbar. The Agent to the Governor General has recently reported in reply to 
our reminder that he is awaiting a reply from the Jodhpur Durbar and that the 
Durbar have been reminded. 

It is a well-known fact that the usual procedure, under which references 
to Durbars have to be made through the political channel, necessarily involves 
delay. A new procedure has, therefore, been adopted in some recent cases 
under which conferences are arranged for between the representatives of the 
Railway Administration And the Durbat" concerned with a view to settling points 
in dispute by personal discussion as far as possible. It is hoped. that tm 
p1'ocedure, if found to work well, will obviate delays in such cases in future., 
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APPDDlX xv. 
Memorandum by the Railway Board on p~agraphs 179 to 207 of the Appropria-

tion Report of the Director of Ranway Audit for 1930-31 regarding Bomba, 
E1ectri1lcation Schemes. • 

In Section A of Chapter VIII of his Report on the Appropriation Accounts of itailways 
for 1~30-31, the Director of Railway Audit has dealt with the results of the Bombayelectri-
ficati?n scheme. He a.dmits that it is not possible to present full accounts of the 
working ~f the sche~e, but he considers that it is important that some comparison of the 
results WIth the estlDlates should be made as soon as possible and should be included in 
the Report even if only approximate accuracy is attained. The Railway Board feel that 
the incorporation of the results of this enquiry in the Appropriation Report could very well 
hav~ been postponed till the Director had time to have the figures verified by the Adminis-
tratIOn and to present an agreed report. The Agent, Great Indian Peninsula Railway, 
h88 taken exception, and rightly, in the opinion of the Railway Board, to the procedure 
adopted in this case which is contrary to the accepted convention that before any case of 
this importance is included in the Appropriation Report the facts must first be' agreed '. 
The Agent says that he was given hardly any time to consider the remarks of Audit 
before they were published in the Report. The Chief Accounts Officer of the Great Indian 
Peninsula Railway has recently furnished certain reports regarding the costs of working, 
etc., the figures in which di1fer materially from the figures given in the Report of the Direct-
or of Railway Audit; for instance, his estimate of the"saving in working expenses owing to 
the main line electrification is 22· 44lakhs with a retum of 4·49 per cent. on the gross capital 
outlay, as against the Director of Railway.Audit's estimate of 16· 8lakhs which gives a return 
of 2·43 per cent. The Railway Board have not had timeto examine these reports, but 
they feel it advisable to attach them to this memorandum (vide Annexures I-IV), though 
the figures have not been checked by the Director of Railway Audit, in order that the 
Public Accounts Committee may have before them at the same time as they consider the 
Report of the Director of Railway Audit, the figures worked out by the Chief Accounts 
Officer. In the following paragraphs the Railway Board have attempted to deal with the 
vari01l8 oritioisms of the Director of Railway Audit in 8Qme detail, but it must be added 
that they were written before the reports of the Chief Accounts Officer were received. 

2. In paragraph 179 of his Report the Director of Railway Audit explains that his line 
of enquiry has been to take the estimates accepted by the Government of India and to 
apply the method of calculation there employed to the actual figures for 1930-31, so as to 
8eCure, as far as possible, a comparison of like for like. Such a comparison is, in the opinion 
of the Railway Board, difficult at all times and well-nigh impossible at" present owing to the 
abnormal circumstances which have prevented the reasonable expectations of traffic, on 
which the estimates were framed, being realised. Many of the conclusions of the Director 
are in reality oriticisms of results which are the direct consequences of the unprecedented. 
eoonomic depression from which India in common with the whole world has been suffering. 

(a) ChoW Power HO'UIJe-G. I. P. Railway. 

3. In paragraph 181, the Director of Railway Audit has expressed the opinion that the 
increase in capital outlay for the original estimate has lessened the financial advantages 
originally claimed for the inst&llation of a Railway Power House. "Unless this is a truism 
intended to mean that the return on capital has decreased with the increase of outlay, the' 
Railway Board are unable to ~ept this c~iticism. ,-!,he! cons~der that this is not bome 
out bv the facta given by the Dll'eCtor of Railway Audit himself m paragraph 184. When 
the c~nstruction of the Railway Power House was Sanctioned it was estimated that elec-
trical energy could be produced at a cost of ·593 anna per unit with an output of 63 million 
units per annum. It is stated in paragraph 184 that if the demand on the power station 
had reached 63 million units during 1930-31, the cost per w:Ut generated would have been 
.585 anna. In this calculation full depreciation charges "have not been taken &8 final 
adjustments have not be4;n made, but even allo~ a margin for ~ and a.ccep~g the 
Director of Railwa.y Audit's method of calculation. "~e cost per umt generated will pro-
bably not reach the figure originally estimated by the Co~lting EI;lginee1'8 and aoceptad 
~~~~ " 

lIII'1JIpD. B 



In summarising the deduotiona to be drawn from the figures quoted and the caloula-
tions made in the opening part of paragraph 184 the Director of Railway Audit state. 
U aaroming that the calorific value of the coal used is the same as that allowed for in the 
estimate (which the Administration denies). the ooet per unit, if the correct depreciation 
ohuges are adjusted, would probably approximate to that originally estimated ". It is 
not c1earcwhy the aasumption regarding the calorific value of the fuel used is introduced 
here at all. The quality and calorific value of coal which will give the most economioal 
results. is a matter that can only be determined in actual trial under operating conditions. 
It may be found to be more economical to use a large quantity of coa.l of lower calorifio 
value than a smaller quantity of coal of higher calorific value. N or is the calorific value 
of the fuel the only factor to be taken into consideration when selecting fuel for an Electric 
Power Station. Many fuels with high calorific values have characteristics whioh make 
them unsuitable for use in mecbanically fired. boilers, such as large ash content, slow bum-
~ etc. All these characteristics have to be given due weight, and no conclusion in regard. 
to the economic results obtainable from any particular class of fuel can be drawn from a 
mere statement of its calorific value. The Chief Commissioner of Railways considers it 
necessary to eIpreas his views speoia1ly in this matter. 88 this appears to "be an insta.Jice 
where audit have endeavoured to make aanunptions without a full knowledge of a highly 
technical subject. 

When examining the q1l88tion from the point of view of the operating coets of the 
Power Station the main point to be CODBidered is not the calorific value or any other parti-
cular characteristic of the.fuel, but the quantity and cost of fuel used per unit generated. 
It will be seen from the figures given in pa.ragraP!I 184 that in the original estimates the 
cost of fuel required to generate 63 million 1 nits per annum was Rs. 9,20,000 which 
at Rs. 14/10 per ton is equivalent to a OOD8UIIlption of 62,900 tons per annum or 
2.237 ('2,006 x 2,240) lhe. per UDit geuerated. 

63,000.000 

Now. it has been estimated by the Director of Railway Audit that. if 63 million units 
had been ~ the total fluotaating ooet would have been &s. 6.21,000, 9jlOths of 
which, i.e., Re. 5,60,000 might be t.ken to represent the cost of fueJ. On this basis, with 
coal at Rs. 10 per ton, the total OODIAUIlption would have been 56,000 tons or 1· 99 lba. 
( 56,000 x 2,240) per unit geDfftfied. 

&3,000,000 

From the figures given above, it &ppeaI'B that the Power Station has proved to be even 
more efficient than its design-. anticipated. Against an estimated fuel consumption of 
2·237 IbB. per unit generated, the actual consumption, when the output reaches the 63 
million mark, will be in the neighbourhood of 1·99 lbe. per unit generated-a saving of 
·247 lbs. per unit generated. The -ving in the annual coal bill will be substantial, even 
assuming that eo&l has to be bought at the price originally estimated, e.g., RH. 14/10 per 
ton. 

It is not propoeed to burden thia DOte with a detailed expIa.na.tion showing how this 
_tisfactory improvement baa been obtained. The alteration in the design of the Power 
Station, particularly the increue in the size of the generating units, has contributed greatJy 
towards the improved e1IicieDcy, and it is abundantly clear that, quite apart from the 
.necessity for the modificatioDa of the original proposals in regard to the size of the generat-
ing plant in order to give the full UIUI'&DOe agaiDSt the failure of supply which is 80 vltal for 
efficient railway working. the iDanaaed 8ize of the generating units and other modifioationa 
made in the original layout of the generating station have resulted in a more efficient gene-
mting station, and notwith8tanding the iDcreued capital coet of the installation, all, and 
more than all, the finaocial advantages originally claimed for the instalJation will material-
iae when tra.fIic conditi0D8 are ROh that the output from the Power Station reaches the 
figure of 63,000,000 unite OIl which the original estimates were framed. 

The Director of Baihray Audit hal 8t&ted that "the higher OO8t per unit therefore is 
largely a eonaequence of the faD in tn.5c". In this view the Board concur. but they 
would go further and atate that the higher 00It per unit at the present load is etaWdr & 
OODseqU8D08 of tile fall in .... 
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In paragraph 185, the Director of R&ilway Audit mt.te. the comment that, if the agree-
ment WIth the Power Company had been less rigid, it might have been possible to take a 
part of the load west of Kalyan to the Chola supply, which would have reduced the on-
C08~ materially. both by inCl'e88ing the output and by improving the load factor. It is 
admItted that, if an agreement of the kind indicated by Audit could have been obtained 
from the Company, any a.dditionalload which could have been diverted from the Compmy 
to the Chola Power Station, would have increaaed the efficiency of the latter; lpt in con-
sidering this question the position of the Company must not be overlooked. Under their 
~ment with the Railway Administration they have undertaken to supply energy at 
varymg rates on certain conditions relating to minimum demand, etc. In order to meet 
their obligations the Company have to a.llocate for Railway requirements a share of their 
generating plant capacity and transmi88ion equipment, and unless the Company was 
assu.red of a demand which would yield to them a reasonable return, it would not have been 
possible to reach a reasonable agreement with them. It is certain that the power sup-
plying company would not have accepted an agreement under which energy would be 
taken from the Company only when it suited the railway to do BO, without very substan-
tially increasing the rates charged for the supply. The agreement embodies the best 
terms obtainable after protracted negotiation. 

~ In this connection special attention is invited to the following remarks made by the 
railway administration :-

" The skill with which the contract was drawn is evidenced by the oloseness of the 
agreement between the flat rate cost of 0-6 &IlD& per unit when the supply 
is within the minimum and the average ooat varying from 0·577 to 0·615 
anna per unit between April 1929 and February 1932, oa1cula.ted on the 
basis of maximum demand, when the supply exceeded the contracted mini-
mum." 

With this opinion the Board are in complete agreement. 
In the opening sentence of paragraph 186, reference is made to the early negotiation 

between the Power Supply Company and the Railway Board regarding the price to be 
oharged for the energy obtained from the Company. 

In the second sentence it is stated that" it is believed that standard agreements for the 
bulk supply of electricity usually make provision for a variation of rates on a sliding scale 
to suit the variation in the price of coal n. The Director of Railway Audit appears to 
consider that a clause varying the rates of energy in a.coordance with the price of coa.1 
should have been embodied in the agreement. H the Power-supplying Company were 
generat~ the electrical energy by means of prime movers consuming oil or coal, such a 
olause wouJd. have been entirely appropriate and would undoubtedly have been included in 
the agreeme:lt.. but the Power-supplying Company ~erates the energy by means of 
water-power, and as their costs of generation are in no way dependent on the price of fuel, 
it is more than doubtful if any clause suoh as the Director of Railway Audit suggest8 
would have been acceptable to the Company. The Board are unaware of any hydro-
electric undertaking relying entirely on water-power, which would accept an agreement 
to supply energy at a rate which varies with the price of coal or oil. It is quite true that 
in negotiating an agreement with any such undertaking, the price at which the other party 
concerned could produce or obtain energy from other BOU1'Ce8 would be a factor to which 
due weight would be given when deciding on the rates of the supply, but after taking a.ll 
known circumstances into consideration and having arrived at a price which in the light of 
the information available regarding loads, traffic, etc., was considered to be a fair economio 
rate, it would in the Board's opinion have been unfair and nnreasonable to attempt to 
impose on the Power-supplying Company a sliding scale of rates dependent on the prices 
of a commodity which the Company did not use for the generation of the energy supplied 
to the Railway, and with which it was not in any way directly concerned. 

The only action that can be taken in connection with the agreement with the supply-
ing Company is to consider whether a reduotion in the price of energy supplied. should not be 
demanded when a fresh agreement is under oonsideration but it may be pointed out that 
the prices at which energy is obtained from the Company, having regard to their ob-
ligations under their agreement, is considered to be a favourable rate, and if the traffio 
on whioh the original estimates were baeed had been ob1ained, the Chom Power Station 



i.adents for looomotives were forwarded for oomplianoe, there was every expectation that 
the full complement ordered would he required to deal with the anticipated tra.ffic. That 
the expectation was not an extravagant one is evidenced by the fact that at the pre· 
sent time, even with the great reduction in train miles noted by the Director of Railway 
Audit, 23 out of 24 passenger locomotives (including looomotives laid off for .overhaul 
and repairs) are actuaJIy required to work the existing service, and 38 of ~he 41 goods 
looomoWves are needed to deal with the goods traffic. It will no doubt be appreciated 
that for the working of electrified ra.ilways the number of locomotives does not vary directly 
with the volume of the traffic. There is a mjnjmum number which is dependent on the 
service. A great« volume of traffic could undoubtedly be handled by the locomotives 
now in 8ervice, but the figures given show that piecemeal demands, the forecasting of which 
would have been a matter of great difficulty, might have resulted in grave inconvenience 
and inability to deal with the traffic oftering. The advantage of 'keen' prices for a 
large number of locomotives ordered at the same time would have been lost, but this to 
BOme extent might have been set.off by the reduction in price owing to the general world· 
wide depression in the heavy engineering industry. The other important consideration 
is the time taken to manufacture- electric locomotives. These are not equipmenta which 
can be quickly obtained, and a period of 18 months to 2 ye&nl is not an UIlre&8Onable 
one to take &8 the time required from the sending of an indent to the placing of the 1000· 
motive in useful servioe. 

Taking into aooount all the factors of the case, the Board are of the opinion that no 
ultimate saving would have been obtained by indenting for the locomotives piecemeal, 
but on the other hand, if such a course had been adopted, serious risk of dislocation in work· 
ing and general deterioration of the service on the electrified system would have been 
imposed on the R!illway Administration, and tha risk is one which the Board, in view of 
their obligation to provide an efficient tra.nsport service, would not have been justified 
in taking. 

Paragraph 193.-The Director of Railway Audit expreeses doubts &8 to the pr0-
priety of taking credit in the estimat8l relating to the electrification scheme for the cost 
of the additional locomotives amounting to Rs. 48 Ja.khs which would have been required. 
for additional traffic if'steam working had been retained. It may be pointed out that when 
the electrification scheme was placed before the Standing Finance Committee, neither 
the item of Rs. 48 lakhs for additional locomotives, nor the credit for ooa.land oil, wagons 
and track, were taken into account in caloulating the probable return obtainable on the 
capital 008t of the electrification. 

Paragraphs 194 and 195.-The main reason why the expectations of the Board, 88 
stated in their report of 1925, were not rea.lised., W88 the unprecedented slump due to the 
wide-spread financial stress and consequential general all-round depression. 

(e) 8ubvrban EledrijicalWn em tAe G. I. P. Railway. 
Paragraph 198.-It is suggested by the Director of Railway Audit that the opening 

of the Harbour Branch merely diverted the old main line traffic instead of attracting 88 
much new traffic &8 was anticipated by the framers of the scheme. Actually the diversion 
of suburban passenger traffic to the Harbour Branch was not a result of the electrifioation 
80 much &8 of the extension of the Branch from Reay Road into Masjid and Victoria . 
Terminus which coincided with it. .As the Harbour Branch provided a new means of get-
ting to the Cotton Depot at Sewri there is no doubt that a considerable amount of new 
traffic was obtained. 

AD ticket. for journey. which can be made by one or other of the two routes, are 
available by either and &8 there is no information to show which route is most preferred, 
the total number of pa8lIe1lgerB travelling is apportioned between the two routes on a train 
mile basis. The number shown &8 travelling by the suburban section other than the 
Harbour ~ranch was therefore almost bound, in 10 far &8 the Harbour Branch provided an 
alternative route between oertain st&tioDa. to show a diminution after the Harbour Branch 
1t'U opened. 

The point to which attention should be moat directed is that, in spite of all the vics· 
tudtw and depreIIing iDfiuences to which Bombay baa been subjected during the put few 
J8U8 and in spite of iIlerlUiDI motor hal oompetiticm between the yean 1927·28, I ... 



and 1929-30, there WM &It increue in the total number of suburban paaaeng811. In 1930-
31 the total was still in excess of that for 1925-26. 

It appears to the Briard that in making deductio~ from statistics the Director of 
Railway. Audit has omitted to take into account the various adverse conditions under 
which Bombay has been labouring during the past few years. • 

Paragraphs 199 to 201.-With regard to these remaining paragraphs of the rt\>ort, the 
Board are in general agreement with the following views expressed by the railway adminis-
tration:- . 

" A comparison is made between the cost of working the actual suburban train 
mileage in 1930-31 electrically and the estimated cost of working the same 
mileage by steam. It is not known, however, how the figure of 29·22 &nna.8 
per steam train mile (on which Audit's figures seem to be based) is obtained. 
In any case, the cost of hauling a train of 4 coaches would not be the same 88 
the average cost of hauling some of 4 and some of 8 coaches and calculations 
based on such a,n assumption cannot be accepted. 

" Actually the average number of coaches per suburban multiple unit train in 1930-
31 was 5·96 and the total train mileage run was 2,287,297. A recent com-
putation of the cost per train mile, steam and electric in the suburban a.rea 
has given 30·75 and 23·86 annas respectively (exoluding interest and depre-
ciation). 

" This difference of 6·89 a.nnas on the train mileage run represents an annual saving 
of Ra. 9,85,000, which on the Capital outlay of :&S. 275·28la.khs which does 
not include a credit for the released steam locomotives shows a return of 
3·58%. 

"" In view of the adverse conditions which have had to be met, there does not appear 
to be any reason for disappointment with suoh a result. 

" A point which should be bome in mind when considering the suburban electri-
• fication scheme is that, when it was under discussion, it was stated that the 
retention of steam working would involve an additional outlay of Rs. 6·33 
crores, making no a.llowance for the remodelling of the Victoria. Terminus 
station, but allowing Rs. 4 crores for removing Parel Locomotive Works to 
another site to enable them to deal with "the additional steam locomotives 
which would be required for the suburban service. Thus there is every 
reason to suppose that the retention of steam working would have involved 
a capital outlay almost as big as that incurred for electrification quite apart 
from the removal of Parel shops. 

" As regards the lOBS on suburban working in general it should be mentioned that 
suburban traffic is a necessary commitment of the Railway which may have 
to be run at a loss, when debited with its full quota of overhead charges and 
in this connection it is permissible to quote from an article by Mr. Henry 
Watson which appeared in the Electrio Railway Bus and Train journal on 
lOth January 1932 :-

• Responsible transport undertakings must provide an. adequate capacity for 
rush hour passengers, and must operate development services with good 
service frequency. These facilities must be extended to a degree which 
makes them, in themselves, unprofitable if the public are to be properly 
accommodated and the city to expand freely. It is not in the public 
interest to require each service to stand on its own feet, and the service 
must be extended, in non-remunerative directions by subsidy from 
others.' 

" The advantages of electrification such as 'the elimination of smoke and steam, 
greater acceleration, rapid reversals of suburban trains, and greater power 
in heavy gradients' which have been mentioned are those to which it is 
difficult to attach any monetary value, but it is only necessary to turn to the 
figures of operating results to fiild a very marked improvement. in many 
other directions moh as average speed of traina, groiI ton miles I*' eDli-



.. 
hour, eugine m.iJea per eDgme day. mileage per engine failure, peroeattl. 
of looomothes available for use, etc., etc. 

, Automatio signalJjng whioh bas &Iso been mentioned is not dependent on e1eotric 
working. It can be, and is, used on steam.working, but the greater aooeJera,.. 
tion and retardation of electrio trains enables more advantage to be derived 
from automatio signalling than is the case with steam-working. 

" The conclusion whioh may be draWn from the results now available is that, had 
traffic increased according to estimates, the scheme would have been as ,. 
munerative &8 originally forecasted &nd the released stock would have bean 
fully utilized. That the traffio has not reached expectations is solely due to 
causes which could not be foreseen at the time the estimates were made. 

" Moreover, if the capit&l outlay on electrification had not been incurred con-
ourrently with the extension of the Harbour Branch the remodelling of 
Victoria Termin~ Ma.zgaon Y &rd, etc., and the elimination of the Bhore 
Ghat Reversing station, these schemes would have COBt very muoh more in 
either construction or working, if not in both, and even then there would 
have been the risk of very serious oongestions of traffic. 

" To have deferred the electrificaticm would therefore have been both dangeroua 
and extravagant, and the general result of the electrification is that we now 
have one of the best systems in the world and are in a position to meet any 
sudden and heavy increase in traffic without difficulty or undue further 
expenditure. 

" For any review of the fina.ncia.l aspects of the schemes to be complete, this enor-
mous potentiality for economic deVelopment should not be ignored." 

To sum up, it is the Board's considered opinion that an attempt at compariaioo of the 
originaJ estimates, or expectations of the electrification scheme with thoee actually ob-
tained at the present time of acute depresaion can be of little value. It is almost impouible 
to d.iacount the effect of the world trade depression on a scheme of this description, or, in 
other words, to get down to a comparison of like with like. Given the conditions and 
growth of traffic which were anticipated when the scheme was embarked upon and which 
in the Board's opinion were not unreasonable anticipations, the results obtained from the 
electrification scheme would have heeD satisfactory. No useful purpose will, it is COIl-
sidered, be served by attempting to make deductions from the results of working at a time 
when the electrification scheme, in common with many others, has been 80 serioualy 
handicapped by conditions detached from the scheme and entirely beyond the control of 
~ originators, or the Railway Administration under whose control it is operated. 

(d) 81llurtan Ele"Jrijicatio'A on tAe B. B .. and C. I. Railway. 
Paragraph 204.-The mileages done by electrical trains in 1930-31 were &8 follow.:-

One unit imiDs 198,626 (2/3 aooommodation of ata.m train). 
Two unit trains 938,%69 (4/3 accommodation of steam train). 

Total tmffio 
Other trains 

Total train milee 

• 
1,136,896 
~907 (equal to one 8~ train). 

1.181.802 
'1be equivalent of this in stream train miles would be roughly 1,428,000. 

Pat'CllJ'BfJM 206 and 206.-The position in regard to traffic and earnings in reapeot 
of the Great Indian Peninsula Railway E1ectri.fic&tion has been dealt with at lOme leogth 
in eections (b) and (ot above. The remarks made therein apply equally to the Bombay 
Baroda and Central India Railway E1eotrification. It may be mentioned that the IOheme 
wu not brought fully into operation before 1928-29. The actual operating 00Bts in 1930-31 
works out to 32'03 &DDI,WI a train mile. The cost ohte&m working on theSuburbaD 
qatem, when the Report OD the EIeotri1lo&tioD eetim.ate w .. prepared, w .. 36-19 ...... 
per..-mile. 
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It is obviously impoaaible to obtain actual present day oosts of the la.tter, now that the 
system is electrified ; but assuming that the only variable was the cost of coal, this cos~ 
having dropped from 16·50 a.nn.&8 per train mile to 13·2 allIl&8 per train mile in 1930-31. 
the cost of steam working would, it is estimated by the Railway AdTQinietratioq., have been 
32· 89 &Dnas per train mile. • 

Using the above figures for electric and steam working, the comparati~ cost of 
operation in 1930-31 would be :-. 

Steam 1,428,000 miles at 32·89 &DDas 
Electric 1,181,802 miles at 32· 03 a.nnaa 
Difference in javour oj electric working 

Lakhs. 
=29·35 
=23·66 

5·69 
These are 1930-31 figures. In 1931-32 the cost of electric working has been reduced 

to 30·57 anna.s, while the theoretical cost of steam working would, it is stated by the Rail-
way Administration, be increased by a 15 per cent. surcharge on the freight of coal 
(freight forms about 66 per cent. of the total cost of the latter) to 34·29 &nn&8 per train 't 
mile. 

Using the same train mileage figures as for 1930-31, the comparative costs of operation 
in 1931 would be :-

Steam 1,428,000 miles at 34·29 &nn&8 

Electric 1,181,802 miles at 30·57 a.nn&8 . 
Difference in jatJO'Ur oj electric wor/ei,ng 

Lakhs. 
=30·60 
=22'58 

=8·02 
Further, it is expected that, when the steam drivers at present used on the electric service 
can be drafted back to steam working and replaced by cheaper motormen, the cost of 
electric operation will come down to the originaJIy estimated figure of 27'09 &Dnas a.mile, 
thus still further increasing the di1ference in favour of electric working • 

• As regards interest and depreciation charges, Audit have presented only one side of 
the picture, by omitting to take into account the expenditure that would have been in-
curred had electrification not been introduced. . 

It must be realized that, at the time the decision to electrify was made, the steam 
system had reached the limits of its capacity to deal with the traffic offering, and that 
expansion was essential to meet the requirements of the traffic &Ilticipated. 

To increase the capacity of the steam service was, for many reasons, considered im· 
practicable and no exact figures therefor can be given. Assuming, however, for the sake 
of argument, that it had been decided to increase the capacity of steam service instead of 
to electrify, it is almost certain that the quadrupling of the line then in hand would 
have had to be extended below Grant Road to Church Gate, at cost in land alone of 
anything up to Rs. 100 lakhs and that something in the neighbourhood of Ra. 50 lakhs 
would have had. to be spent on purchase of additional steam rolling stock. 

Adding to this the cost of the existing steam stock, the following comparison in In. 
tereBt and Depreciation charges may be made :-

Capital outlay (eDiting ltock) 
Capital outlay (new &took and quadrupling) 

Interest on outlay at 6l per oent. 
Depreciation on ouilay a. 3 per oeu'- .. 

ToW .. 
lOI7J'iDD 

'Steam_ 
(Estimated). 

Iakba. 
52·60 

150·00 

202·60 

11'15 
6-08 

17·13 

204:'00 

11-12 
6·12 

17-34, 

I 

I 
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Theee figures, being largely hypothetical. muat be aooeptA!ld with caution; but they 
will serve to illustrate the point'that, although the preaent net earnings fa.ll considerably 
short of the amount required to meet the interest and depreciation chargee on the oost of 
electrification. the position is not neceasarily. or appreciably, worse than it would have 
been under"an expanded system of steam working; and, as has been shown. in respect of 
operating costs, it is materially. better. 

c 
Paragraph 207.-The Board have no data on wbjch to deduce the extent to which 

the improvement in the locaJ service effected by eIectrification has resulted in the retention 
of traffic which might otherwise have-been lost. It may, however, be mentioned that the 
Ra.ilway Administration puts the value of this at some Re. 10 lakha a year. 
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ANNEXURE I TO APPENDIX XV • 

.BtNtc btl the .Olief Account.! OJficer on the working of the 8Uburban Electrijication 8Cheme-
G. I. P. Railway (Harbour Branch 8edion cmly) clturing 1930-31. . 

In 1922, in consequence of the development schemes which the Bombay Improv3ment 
Trust were then proceeding with in the Harbour Branch areas, the need waa~oreseen"'bf 
providing access to Bombay and Sewri for the new population of these are88 and for the 
business community. 

In estimating the rolling stock equipJ;!!ent required, the estimatOO figures of population 
in these areas in 1925 were taken aa the basis and it waa then considered whether the new 
service should be steam or electric. 

On the baais of rolling stock equipment the initial capital cost of Steam and Electric 
Service waa estimatOO to be Rs. 81·68 and Rs. 72·80 lakhs respectively and the cost of 
working at 30·62 8IlD88 and 25·41 &1IDas per train mile respectively. Moreover Electric 
Service waa considered to be more rapid than steam service. It waa further considered 
that owing to physical condition of this line a steam serVice of the required density waa next 
to impracticable. On these considerations the electrification of the Harbour Branch 
was decided upon. 

The actual capital cost of ele<?trifying the section is Rs. 78·02 lakhs against the esti-
matOO cost of Re. 72· 80 la.khs. The actuals are thus below the estimatOO steam costs of 
Re. 81· 68 lakhs by Rs. 3·66 la.khs. And if it be 888UIDed that the original estimatOO 
steam costs would have likewise been exceeded in actual execution, the saving owing to 
the adoption of electric service would.be still greater. 

On the basis of this saving of 5·21 annaa per train mile and on the estimatOO train mile-
age of 350,000 the saving in favour of electric working waa placed at Re. 1· 14 lakhs. The 
actual train mileage during 1930-31 was 558,000, i.e., considerably in excess of the 8881lri:ioo. 
train mileage of 350,000. and the actual saving in favour of electric working Re. 4·70 lakhs, 
vide sta~ment attached, which works out to a return of 6·02% on the outlay of 78· 021akhs. 
The claim that the electric service would be cheaper in operation is, therefore, also justified. 

It will be seen Wk column ' B ' of the sta~ment attached that theestimatOO operat-
ing costs of the Electric Service do not include a charge for administration, presumably on 
the ground that it W88 anticipatOO that the then existing administration would suffice 
and that there would be no additional expenditure under this head. The expenditure 
under administration for the Electric service may be divided under two heads (a) the 
proportion :which may be said to be common to both steam and electric and which would 
have .been incurred if steam working had continued, and (b) the proportion which is purely 
attributable to electric working in connection with power distribution. The charge foJ' 
time (b) is estimatOO at Rs. 15,000 88 shown in column' D ' of the Sta~ment. 

To arrive at the cost of steam working shown in column " C " is difficult as a steam 
worked suburban service is very much more expensive to run than a long distance service. 
It haa been estimated. for instance that the coal consumption on suburban steam locomotives 
may be anything between 50% and 100% greater than that on locomotives used for long 
distance work, while expenditure on " Running repairs locos" and" Repairs to coaching 
vehicles " would also be higher, owing to the increased wear and tear suffered by locomotives 
in the more frequent starting and stopping and by the coaching stock in additional use of 
the greater number of doors per coach and the more frequent ingress and egress of passen-
gers. It is not possible to give any definite figure for this increaaed cost witho~t a long 
and deta.iled investigation. In calculating the figures of 1O·141akhs entered in the state-
ment a 50% increaae in fuel consumption has been added to the average actual cost for 
working the whole line in 1930-31 by steam. 

The electrification of the suburban lines waa completed in two stages, the first relating 
to the Harbour Branch reviewed above and the second Victoria Terminus to Kalyan, a 
review on the working of which is appended.. 

In paragraph 198 of hlsReporton the Appropriation Accounts for 1930-31, the Director 
of Railway Audit has pointed out that since the electrification of the line the ea.rnings of 
~. luburban MCtiOD8, acluding the Harbour Branch, have lltet.dily d~ ~c1 h. has 
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suggested that the opening of the Ha.rbour Branch had merely diverted traffic from the old 
Main Line instead of attracting new traffic as was anticipated. Even looking at the matter 
from this point of view it may be added that omitting the figures relating to the years 1925-
26 &Ild 1926-27 during which the electric service was not in full swing and taking the figures 
for the following years and. those for a oonesponding period of years previously, the figures 
of ttaftic &Ild of ea.rninga of the suburban sections have been as follows :-

1921-22 23·3 

1922-23 26·0 

Ina-U 26·0 

1"'-26 26·6 

1927-28 31·0 

19J8..21 31·5 

1819-30 33·0 

1930-31 31·0 

t 

3l·e 

EarniDp. 
(Lakhs.) 

21·82 

26·32 

26·62 

. ~"·96 
28·83 

27·4,2 

27·82 

26·53 

Average. 

27·36 

It will be aeen from the above that even including the figures of a bad year like 1930-31, 
the average No.",of p8!188!lgers carried has increased by 6·9 millions or 28 per cent. and the 
average earnings by 2'45lakhs of rupees or 9·84 per cent. 

The electrification will thus be seen to have been justified both from the point of view 
adopted in the original framing of the estimates and from that of the improvements in the 
No. of p8l1118DgerB carried and in the tot.&! ea.rninga. 
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loa 
8~ 0/ compariatm 0/ Steam aM Electric Wor.,. 

HARBOUR BRANCH RAILWAY. 

(FjgareI in lakhs.) 

Steam working. 
~ 

Electric working. e 

Estimated Actual Estimated Actual 
ltemJ. operating operating Items. operating opera1q 

coat. cost. cost. ooet • 
. 

, 

Fael · . .~ 3·94, 5·15 (1) Cost of current .. 3·89 1·72 

on · . . . ·18 ·12 (2) Motormen's, Brakes- ·73 1·4,2 
men'8 and GlI&l'd8' 

Water 
wages. · . . . 0·9 ·27 (3) Substation wages ·31 ·U 
and maintenance. 

Jla.intalance of loco. 1·20 1·66 (4) ClAlLning and reo ·20 1·19 
motives. pairs of coaches. 

Running ~ and ·98 1·68 (5) Cleaning, storea, oil. ·43 .84: 
Driven' wages. ~in and renewals 

CL-ning and repairs ·31 1·26 
o electric equipment. 

(6) Administration .. .. ·15 
ofooaches. 

6·70 10·14 5·56 5'44 

A. C. B. D. 

A. This amount represents the estimated cost of working the steam service of 3·50 lakha 
of tl'8.iu-miles at. 30·62 annas per train-mile as given in the original justification. 

B. This represents the estimated cost of working the electric service of 3·50 lakhs of tl'8.in 
miles at 25·41 annas per train·mile as given in the original justification. 

C. This amount repreaents the estimated cost of working by steam service the same mileage 
&8 that covered by electric service during the year 1930-31 nam~ly 558,000 train-miles at 29·09 
annas per train·mile baaed on the actnal COBtfor 1930-31 &8 explained in paragraph 9 of the 
review. 

D. The outlay booked under abstract C (a) for the year 1930-31 excluding Depreciation has 
been divided between Suburban (including Harbour Branch) and Main Lines partly on the ttm-
mile basis. partly on the actual expenditure booked and partly on data furnished by Chief Tram-
portation Superintendent. 

The figure' 80 obtained for Suburban electrification scheme including Harbour Branch hu 
been further apportioned between Main Line, Suburban and Harbour Branch on a train·mile 
buia except in thto case of power whioh is apportioned on ton-mile basis. 

NOTB.-Allimilar items were not inoluded in the estimated costs, the following items of 
expeuea are exoluded from the oosta shown in oolumns C & D :-

Repairs of machinery, tools, etc. .. 
Lighting, watering and general atoreI 
Carriage of Revenue .toree except OIl fuel 
Train Staff 
LiD. equIpmeDt maiD .... ".,. .. 

Column C. Column D. 
·15 -CM 

·01 

·11 
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ANNEXURE II TO APPENDIX XV. 

&mw by the Chief Accounts OJJicer on the working of the 8uoorban Ekctri:ficati.on ScherM,. 
Victoria Terminu8 to Kalyan O1ily for the year 1930-31. 

The justification for the suburban electrification scheme, excluding the Har~ur 
Branch, W8.et based on the retum which a. reduction in working expenses would gi1le on the 

. capital required for electrification, an increase in train mileage of about 75 per cent. being 
assumed and the increased train mileage fixed a~ 1,581,435. The assumed increase of 

~ 75 per cent. in train-miles would have necessitated additional steam locomotives and 
coaching stock if worked by steam, and the estimated cost of such additional stock was 
taken credit for in estimating the capital required for electrification. 

2. The cost of working by steam service was calculated at 39· 79 ann&8 per train-
mile, ba.sed on the actual expenses for 1921-22, and that of electric working was estimated 
at 29·00 &nnas per train-mile. Details of the estimates are shown in columns 'A' and 
, B' of the Statement attached, and on the estimated train mileage of 1,581,435 the saving 
in favour of electric working was estimated as B.s. 10·67 la.khs (i.e., Column' A' 
Rs. 39·32-Column 'B' &s_ 28·65). 

3. The capital outlay for electrification was estimated as under :-
Electric 8ervie&-

Groaa capital ooet of electrio pla.nt as per etitimate 
Credit for Biieam locomotives to be released 

Net Total (a) 

Steam Servio&-
New locomotives and coaching stock to work addition&l service 

Excess of capital reqwred for electrification (b) 

&s. 
1,58,61,060 

31,39,200 

1,27 ,21.860 

46,01,150 

81,20,710 

It was therefore calculated that the saving of working expenses of Rs. 10· 67 la.khs referred 
~ in paragraph 2 would give a return of 13·1 per cent. on the net capital outlay. 

4. The actual train mileage for 1930-31 is 1,729,000, i.e., considerably in excess of the 
&88Umed train mileage. The release of steam locomotives referred to has also been 
realised, the locomotives having either been sold to other railways or made available 
for use on other sections of the line. To this extent, therefore, the introduction of the 
new scheme has been justified. With regard to the financial results, the actual cost of 
electric working worked out on the basis explained in the Statement is &S. 27· 16, vide 
oolumn 'D " and the estimated cost of working the same mileage by steam. is Rs. 33·06 
&8 per ololumn ' C ' of statement; there is therefore a saving in favour of electric work-
ing of Ra. 5·90 lakhs, which, as shown below, works out ~ a return o~ 5·99 per cent. on 
the net capital outlay of Ra. 98·50 lak.bs.. compared 'Wl~ the estlDlated return 01. 
13·1 per oen~:. :-

Gross. Net. 
(Figana in ~ 

of Rupees.) 

CApital OIltlay .. per estimate 
Estimated laving Re. 10·67 •• 
Percentage return on capital -as per justifioaiion 
AoWal capital outJay to 31st March 1931 t inoludes ~ 

eatirnated credit of Re. 77·40 referred to in paragraph 
3 above. 

AotualaaviDg in 1930-31 Be. I·go 
Peroentage return on capit.! 

U5S·81 

6'73% 
176·90 

SI·!1 

*13·1% 
1'98·60 
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f5. In 1M 1DOf'Qftg _'** for the scheme credits for the value of releued looomotivel 
and for the estimated cost of additional stock that would have been required if electric 
traction was not introduced, were excluded and the reasons for this are not known. 
Considered with reference to the gross outlay as adopted in the working estimate, it will 
be 'Jeell that the actual return during 1930-31 comes out as 3· 35 per cent. as oompared 
with the estimate of 6· 73 per cent. 

6. It will be seen, vide Column' B' of the Statement attached, that the estimated 
operating coets of the Electric Service do not include a charge for Administration, presum-
ably on the ground that it was anticipated that the then existing administration would 
auftice, and that there would be no additional expenditure under this head. The expendi-
ture under Administration for the Electric Service may be divided under two heads (a) 
the proportion which may be said to be common to both Steam and Electric and which 
would have been incurredifsteam working had continued, and (b) the proportion which 
is purely attributable to Electric working in connection with Power Distribution. The 
oharge for item (b) is estimated at Rs. 48,000 as shown in column' D ' of the statement. 

7. The actual return has not come up to the estimates, vide paragraphs 4 and 5 
above, and this has to be attributed to some extent to the increased capital cost, a number 
of additional works not provided for in the 'original estimate having been carried out. 
Had the estimated. capital outlay not been exceeded the actual return would have been 
3·72 per cent. and 7· 27 per cent. respectively. 

8. It may also be noted that the estimated cost of steam working in 1930-31 is 
Be. 33· 06 lakhs against the original estimated cost of &. 39· 32 lakhs. It is difficult 
to arrive at a correct figure for this cost beca~ steam worked suburban ae&ice is very 
much more expensive to run than long distance service. It has been estimated for 
instance, that the coal consumption on suburban steam locomotives may be anything 
betweED 50 per cent. and 100 per cent. greater than that on locomotives used for long 
distance work, while expenditure on "RuDDing repairs Locomotives" and "Repairs 
to coaching vehicles" would also be higher, owing to the increased wear and tear su1lered 
by the locomotives in more frequent sta.rting and stopping, and by the coaching stock 
in additional use of the greater number of doors per coach and the more frequent ingress 
and egress of passengers. It is not possible to give any definite figure for this increased 
cost without a long and detailed investigation; in calculating the figure of Rs. 33·06 
la.khs referred to above, a 50 per cent. increase in fuel consumption h88 been added to 
the average actuaJ. cost for working the whole line in 1930-31 by steam. 

9. The, unfavourable results brought out above on a comparison of the actuals for 
1930-31 with the estimates are thus due to capital expenditure on works not provided for 
in the estimate and the large reduction in the costs of steam working in 1930-31 88 compared 
with those of 1921-22 88 contrasted with the corresponding figures relating to Electric 
working. 
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BTATDOIliT OJ' COMPARISON OF SHAll AND ELBonuo WOBlWJG. 

8ullurban Electrification 8~Main Line V. T. to Kalyan. 
(Figures in lakhs.) 

Steam Service. I Electrio Service. • 
• -

Actual Actual 
Estimated Operating Estimatm Operating 

Items. Operating costs Items. Operating costs 
oosts. for costs. for 

1930-31. 1930-31. 

Rs. Re. Re. Re. 
Fuel .. · . 18·32 15·95 Electric energy . . 17·06 14·M 
Oil, Tallow, etc. · . ·74 ·37 Motormen's, Brakes- 3·32 4·36 

men's and Guards' 

Water . . · . ·52 ·84 
wages. 

Cleaning and repairs of 
coaches. 

4·09 6·96 

Maintenance of 1000· 6·05 5·16 Cleaning, storage.' oil 1·93 ·36 
motives. . and l'8D8W8ls of ECo equipment. 

Rmming 
~ 

0·47 0·21 Substation wages and 1·37 ·39 
aDd maintenance. 
wages. 

·97 Cleaning and repairs 5·61 3·91 Line Equipment main. ·88 
of ooachee. tenance. 

TraiDStaff · . 2·11 1·62 Administration ... . . ·48 
AdminjetratioD 

, .. . . .. 
! 

Total .. 89·32 83.06 i Total .. 28·65 n·la . 
(A) (C) ~ (B) (D) , 

I 

(A) This amount represents the estimated 008t of working the steam service of 10·821akh. 
of train·miles at 89· 79 annas per train-mile as given in the original justification. 

(B) This represents the estimatm cost of working the electric service of 10· 82 lakhs of 
train·m.ilee at 29·00 a.nnas per train-mile as given in the original justification. 

(C) This amount represents the estimated cost of workDg by stleam service the same mile. 
age as that covered by electric service during the year 1930-31, namely, 1,729,000 train-miles 
at 30· 59 aIlD&8 per train-mile, based on the actual costs for 1930-31 as explained in paragraph 
10 of the review. -

(D) The outlay booked under abstract C (a) for the year 1930-31 excluding Depreciation 
has been divided between Suburban (including Harbour Branch) and Main Lines. partly on 
ton-mile basis, partly on the actual expenditure booked and pattIy on data fumished by Chief 
Transportation Superintendent. 

The figures 80 obtained for suburban electrification scheme, including Harbour Branoh, has 
been further apportioned between Main Line Suburban and Harbour Branoh on a train-mile 
baIia except in the case of power which is apportioned on a ton-mile basis. 

Non.-As aimi1ar items were not included in the estimated costs the following items of 
expeD188 are excluded from the ooats shown in columna C and D :-

Repairs of Maohinery, Tools, etc. 
Lighting, watering and General StonIs in trains 
Carriage of Revenue stores, except on fuel 

ltI22'7FinD lOS 

Column Column c. D. 
·48 ·10 
·30 " ·06 
·17 -03 

•• ·19 
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ANNEXURE ill TO APPENDIX XV. 

Review by the Ohie/ Accounts OjJicer 0/ the working 0/ tke two Suburban 8ecticma combined 0/ 
the G. I. P. Railway electrically during the year 1930-31. 

The actual suburban train mileage performed in 1930-31 reckoned in actual unit train-
miles W88 22·87 lakhs. The cost of working this mileage electrically W88 B.s. 32· 60 ·or 
40· 64lakhs inoluding depreciation of Re. 8· 04lakhs adopted by the Chief Auditor, _hereaa 
it would have been 43'20 or 48·49 including depreciation of B.s. 5·29lakhs if the same 
mileage had been operated by steam. The saving in working expenses due to electrica.l 
working is therefore (Re. 48·49-B.s. 40·64) Re. 7·85lakhs which gives a return of 3·()90k 
on actual outlay of B.s. 2,53,92 lakhs. 

The cost of electrical working shown above differs from that given in paragraph 200 
of the Director of Railway Audit's report on the Appropriation Accounts for 1930-31 88 
under :-

Director of Railway Audit's Report 
Chief Accounts Officer's figure •• 

This difference is made up of-

Difference 

(a) a reduced figure of Adminjstration adopted by this Office, 
that is (Rs. 2·69-&. ·63) B.s. 2·06 (vide pa.ra.gra.ph 6 
in the reviews on Harbour Branoh and V. T. Kalyan Sec· 

Re. 
43·42 
40·64 

2'78 

tions) , .. 2'06 
(b) Sundry items not included in original estimate, vide Notes 

in the reviews for Suburban Sections . . . • . 57 
(c) Small differences due to different methods adopted by 

the Chief Auditor and this office in connection with dis· 
tribution of expenditure between Main Line and 
Suburban _ ·15 

2·78 

There is aJso a difference in the cost of steam working 88 shown in Director of Railway 
Audit's paragraph 200 and 88 given in paragraph 1 above 88 shown below:-; 

B.s. 
Paragraph 1 above 
D. R. A.'s paragraph .. 

The exoess is made up 88 under :-
Addition to cost of fuel, vide paragraphs 7 and 8 of reviews on 

Harbour Branch and V. T. Kalyan Sections respectively 7·03 
Cost of admjnistration exoluded by this office 88 the same 

was not included in original estimate, vide pa.ra.gra.ph 6 
in the reviews on Suburban Sections • • -2·69 

Due to adjustment in rates per train-mile ~or ~ items 88 • 
suggested by the Chief Transportation Supenntendent -·31 

4'03 
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ANNEXURE IV TO APPENDIX XV. 

lleview by the Ohief Accounts OJ!icer of tke working of tke Main Line 8ectilm8 upto Poona and 
Igatpuri electricaUy during Ike 'llear 1930-31. 

" The justification for the Main Line Electrification Scheme was based on the return 
which a reduction in working expenses would give on the Capital Outlay inc~. The 
train mileagcs for these Sections during 1932-33 were estimated and this was taken as the 
basis for estimating the saving on working costs in favour of electrification. This reduc-
tion in working expenses during 1932-33 (the train mileage being estimated at 3,608,000) 
was expected to be Ra. 42·21 thousands, vide Statement attached (i.e., Column A-Column 
B), which would give a return of 7·63% on the estimated Capital Outlay of Re. 5,52·84 
lakhs. 

2. This review relates to the year 1930-31. The actual electric train mileage for that 
year W88 1,955,000 (passenger 1,340,000, goods 615,000). The total electric goods gross 
ton miles (excluding weight of engine) W88 566,816,697. According to the 1924 Report of 
the Consulting Engineers (Table ii) the estimated average gross trainload (Steam) in 1932-33 
Was 9lO tons and as the estimated figure of gross ton miles steam and electric for 1932-33 
is the same, the steam goods train-miles for 1930-31 might therefore be estimated. at 
566,816,6977 9lO=623,000. As passengcr train-miles remain the same if worked elec-
tricallyor by steam, the total equivalent steam train miles for 1930-31 may be estimated. 
at 19,63,poo (passenger 1,340,000, goods 623,000). 

3. The cost of working 1,963,000 miles electrically in 1930-31 is Re. 59·39 lakhB and 
the estimated cost of working the corresponding steam mileage B.s. 81· 83lakhB, tMe Columns 
D and C respectively of the Statement attached. 

4. With regard to the estimated. cost of working 1,963,000 train-miles by steam in 
1930-31 88 shown in Column C of the Statement attached these figures are based on infor-
mation supplied by the Chief Transportation Superintendent and have been accepted. by 
me. 

(a) Fuel BB. 30·90 lakM.-This is based on the estimated cost of fuel which would 
have been required to handle the actual traffic dealt with in 1931-32 (the first full year of 
electrification), increased in proportion to the higher traffic figures for 1930-31. The cost 
of fuel being taken at Re. 20·62 per ton the average cost in 1923-24. In this connection the 
Chief Transportation Superintendent remarks as follows :-

" I understand that the figures used in Messrs. Merz & Partners 1924 Report were 
based on the actuals for 1922-23, and the following deductions are based on 
this belief. 

In 1922-23 the steam services in wha.t is now the electrified area were largely worked 
by oil fired engines, whilst the coal fired engines used Bengal MailCoaJ. Com-
plete figures of cost and quantity of coal and oil fuel for 1922-23 are not now 
available, but the average cost of fuel consumed in the electrified area in 
1923-24 (oil having been reduced to a coal h88is) was Re. 20·62 per ton. 
This figure would be approximately the same, or perhaps slightly less in 
1922-23. 

It is not possible to say now whether a steam service in 1930-31 would have used 
coal and oil in the same proportions as was done in 1922-23 and 1923-24, as 
the use of these two fuels is affeoted_ by a number of varying factors which 
cannot be ascertained for past years. I am therefore forced to assume for 
the purposes of this investigation that coal and oil in 1930-31 would have been 
used in the same proportion as they were in 1923-24. On this ·ba.sis the 
average cost of fuel consumed in the electrified area. in 1930-31 (oil having 
been reduced to a ooal basis) would have been Ra. 22·09 pei4 ton. It seems 
at first to be somewhat anomalous that at a time when the pitmouth price 
of coal is do~ the average cost of fuel in Bombay should be higher than it 
was 8 years previously. It must, however. be remembered that while the 
ooat of oil fuel baa increased due to the payment of Customs duty, and the 
oon of Bengal ooal in Bombay has decreased, we ware uaiD& in the electrified 
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area very mllOh :more oil (in terms of coal) than ooal, and there are DOt 
sufficient grounds to suppose that we should then have been in a position to 
reduce our oil OOD8UDlption to any gieat extent • 

• • • • • • • • • • 
If the fl!ld;jrOated tAllDage which would have been required in 1930-31 is oosted 
"at Ra. 22·09, the average cost in 1930·31 as shown above the total fuel oost 

for the year comes out at Ra. 32·7 lakhs. I hesitate to recommend the 
use of this figure because of the impracticability of determining the pr0-
portion of oil to coal which would have been uaed in 1930-31,88 referred 
to in pa.ragraph 3 above, and I therefore suggest that my origiDaJ figure of 
30·9 Jakhs should be adhered to." 

(b) Water, oil, 8Iore8, dc., &. 6,831aa8.-The cost of this item does not vary direotiy 
as the train mileage. The oost of running abed ataB is almost entirely independent and 
.... chugM are aIao Jargely indepeodeDt. It is therefore 00DBidered that 40 per cent. of 
the toW UDder this head may be tabu as dependent. The ooet is therefore anived at .. 
UDder:-

40 
100 X 8·36=3·34, Iakbs as dependent. 

The dependent ooat varies as the train mileage 80 the estimated. ooat for 1930-31 is:-

JIe. 
3·M X 1;963,000 

3,608,000 
The independent ooet 

Total. 

= I· 82lakhs. 

= 5·01 " 

== 6·83 " 

(c) LotxmwtifJe repaiTll.-This includes ~ canied out by the Mechanical and 
Transportation Department. At page 2fJ7 of the Annual Report for 1930-31, it is seen 
that 41 per cent. of the toW Outlay is on aooount of mnning oharges aDd 69 per cent. 
Workshop charges. It is also estimated that 75 per cent. of the mrming ohargee and 
12 per cent. of the Workshop charges are dependent. Apptying theee perceDtagea to the 
figures of Ros. 18·01 shown in Chlumn " A " of the Statement attached the 00Bt of Jooo. 
motiYe repair for 1930-31 • eatiJM.h)d to Be. 14· 90 JathI. 

(d) Train Wagu.-More steam engines would have been necesslry to work trains on 
the ghat. with a steam aenioe than with electric workiDg, and therefore the ooat would 
have been higher in 1930-31 than were the aotuals for that year. As it would be difficult 
to estimate this figure with any degree of aoouracy the actual expenditure for 1930-31 of 
Be. 16·32 Jakha bas been taken. 

(~) 81-'ing Oft 1M GIIt* &dionI.-This app1ieI purely to goods trafIio and relates to 
expeDSB8 incurred in bmaking up and formiDg tram. at the top and bottmn of the ghats. 
The figure of Ra. 5·28 1akhs given in the estimate (f1itk Column "A tt) it IIJ'P&l'8Dtly baaed 
on the dependent 008t of the number of shnnting engine hours ino11l'l'ed and it is ~re 
colftlCt to vaq the 00Bt on a mt ..... buia. The figure for 1930-31 is therefore :-

5·!8x44·6 
l()() 

.. = 2· 36lakh8. 

(44-6 ia the peroentage ratio of the equinlent actual to e8timated goods engine 
mUee.) 

t (I> T,a~ dtlatJ, dw to tlil1idifll 1rtJi", Oft lie gItaII.-Thia also applies purely to good, 
and being baaed on the saving ill wagon hourJI may be apportioned on a mileage basi ... 
in the previouI item, the COlt for 1930-31 is therefore:-

4·06 44·0 
100 . . •• . . B.. 1·81 Iakha. 
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6. It is seen from paragraph 3 above that in 1930-31 there is a saving in working ex-
penses in favour of electric traction of R8. 22·44lakhs(Rs. 81·83-Rs. 59·39) equal to 
,.~ per cent. on the actual Capital Outlay to end of March 1931 of &S. 5,00,25,000. 

6. The flna.ncja.l results 88 compared with the original estimate are as under :-

Capital Expenditure 
Actual Capital Outlay to end of March 1931 
Saving in working expenses •• 
Return on Capital Outlay 

Estimated. Actuals~ 
Re. ~ 

5,52,84,000 

42,21,000 
7·63% 

5,00,25,000 
22,44,000 

4'49% 
7. Although there is a reduction of over &S. 50 Jakhs in actual O~pital Outlay as com-

pared with the estimate, the saving in working expenses shows a return of 4·49 per cent. 
only on Capital Outlay as against the estimate of 7·63 per cent. The lower return on 
Capital Outlay appears to be due to the estimated volume of traffic not being realised, re-
salting in the rate per train mile for electric working coming out higher than estimated,. 
vii., Ra. 3·04 88 against 2·34. vide Statement attached. 

FP 
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STATEMENT OF COMPARISON OF STEAM AND ELECTRIC WORKING. 

Steam Service. 

Items. 

1. Locomotive Fuel 

2. Water, oils, stores 
and running shed 
charges .. 

3. Locomotive re-
pairs .. 

4. Train wages 

5. Shunting on the 
g4s,t section .. 

6. Traffic. delays 
due to dividing 
trains on the ghat 
aection .. 

7. Maintenance of 
track released .. 

Estimated 
operating 

costs. 

Rs. 

56·40 

8·35 

18·01 

20·37 

5·28 

0·06 

8. Sub-station opera-
tion and main-
tenance .. 

9. Maintenance of 
P.-wayequipment 
and tranaJlWl8ion 
system .. 

. 10. Control of Elec-
tric system 
(Administration) 

n. Depreciation 

Total 

8·65 

121·17 
A 

Main Line Electrification. 
(Figures in lakhs. ) 

Electric Service. • 
• 

Actual 
operating 

cost for 
1930-31. 

Items. 
Estimated 
operating 

costs. 

Actual 
operating 
cost for 
1930-31. 

Rs. 

39·90 1. Electric energy 

6·83 

14·90 

!4i·32 

including interest 
and Depreciation on 
Chola Power House. 

2. Water, oil, etc. .• 

3. Locomotive re-
pairs .. 

4. Train wages 

5. Shunting on the 
2·36 ghat section .. 

1· 81 

6. Traffic delays due 
to dividing trains 
on the ghat section 

7. Maintenance of 
0·06 track released 

8. Sub-station opera-
tion and mainte-
nance 

9. Maintenance of 
P.-way equipment 
and transmission 
system •• •. 

10. Control of Electric 
system (Adminis-
tration) .• 

8·65 11. Depreciation 

81·83 Total 
C 

Rs. 

36·57 

2·26 

5·12 

14·79 

1·59 

·58 

16·01 

78'96 
B 

Rs. 

27·35 

0·06 

1·92 

16·32 

1·74 

1·67 

1·30 

9·03 

59·39 
D 

A. This amount represents the estimated cost of working the steam service of 3,608,000 
train miles as given in the original estimate. 

B. This amount represents the estimated cost of ,working the electric service of 3,372,000 
train miles as given in the original estimate. 

C. This amount represents the estimated cost of working by steam 1,963.000 steam train 
miles (vide paragraph 2 of review) corresponding to actual electric mileage of 1,955,000 durina 
1930-31 as worked out by the Q~ Transportation Superintendeu~ ate paragraph 4 of review. 
lI227FiDD L 
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D. With the exception of the charge for e1eotric energy this amount ~te the propor-
tionate cost of main line electrification expenses chargeable to abstract C (a). The division of the 
cost of abstract C (a) between suburban and main line electrification has been made partly on a 
ton-mile basis, partly on the actual expenditure and J>&rtly on the data furnished by the Chief 
Transportation Superintendent. The proportionate charge for electrio energy (lis. 27·35) has 
been adjusted to include interest and depreciation to enable a comparison being made with the 
original estimate. 

( 

&. B.s. 
7,896 

N OD.-Estimated cost per train mile electrio working .. - = 2·34: 
3.372 
5,939 

Actual ditto ditto - = 3·04 
1,955 

As similar items were not included in the estimated 008te the following items of expenaes 
are excl'!lded from the cost shown in column D :-

Carriage of revenue stores •• 
Repairs of machinery and tools and plant 
Telephone and train control equipment 

Toial 

·03 
·13 

0·6 
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APPENDIX XVI. 
. Instrnctions issued to B.ailW&J Administrations on the Appropriation Accounts of 

Railways in India for 1930-31 and. the Report of the Director of Railway 
Audit. 

Letter from the Railway Department (Railway Board), to the Agents· of 
various Railways, No. 1728-B., dated the 29th August 1932. • 

I am directed to address you on the Appropriation Accounts of Railways in 
India for lU30-31 and on the report of the Director of Railway Audit thereon. 

While the Railway Board are confident that these have already been carefully 
studi~d by your administration in order to take necessary action to prevent in 
future the oceurrence of irregularities similar to those noticed therein, they wish 
to eommunicate to you some general observations on them. 

2. The Railway Board have noticed with concern the large number of instances 
in which un excess of expenditure over allotment is explained in the Appropriation 
Accounts aR due to the absence of hudget provision. They attach great im-
portance to the principle that, except in cases of immediate urgency, no expendi-
ture shouIa be incurred without funds having been provided in the budget or 
found by re-appropriation, and they trust that in future years such irregularities 
will not occur with any frequency. 

3. The Board have been disappointed to note the large number of cases where 
provision ha'3 been made in the budget under wrong heads (paragraphs 59 and 
64 of the Director of Railway Audit's Report). A list is attached giving extracts 
from the Appropriation Accounts relating to your railway. The Board consider 
that these irregularities can be avoided altogether by the exercise of care ill the 
preparation of the budget, and they expect that you will take such steps llf! are 
necessary to ensure that they do not occur in future . 

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

Paragraph 34. Delay in the preparation of the Appropriation .Accounts.-
The Railway Board regret to note the delay in the preparation of the 
Apl'ropriation Accounts both for individual railways and for all railways as a 
whole and hope that steps hav~ been taken to ensure greater punctuality in future. 

Paragraph 48. Irregular reapproprialiom.-The Board desire to emphasise 
the importance of sanctioning re-appropriations as and when necessary. You will 
no doubt agree that re-appropriations, sanction to which is postponed till the 
end of the year, reHect on the adequacy of the arrangements for control of expen-
diture on the railway. 

Section B of Chapter V of the Report. 
Paragraphs 94 and 96.-The Railway Board desire particularly to draw the 

attention of your internal check organisation to the remarks in these paragraphs. 
They eoncur with the Director of Railway Audit as to the necessity for close co-
operation between accounts offices and executive offices and the desirability of 
carrying out fl. definite programme of accounts inspections. They are also in full 
agreement with him that the duties of the Chief Accounts Officer of a railway 
should lJot. bc: confined merely to the business of accounting and internal check. 
but that he should, as the financial adviser of the railway, devote special atte-ntioD 
to n general examination of the financeEi of the railway in order to be in a posi-
tion to nl3ke suggestions for reduction of expenditure or for increase of revenue. 

Paragraph 95 (e) - (2).-The Board consider that it cannot be too strongly 
impre~sed (In accounts officers that certificates, such as those referred to in eon. 
Deetion with suspense balances, should never be treated as a mere matter ot 
routine. 
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.... i ... tI. 
1't.rrtIgt'III'M 100 aM 10S.-The adl"alltage.q of periodieill irlspeetion, particmlarly 

Ml o~"lSionlll surprise inspection, should be impreased on &CCOuts and adminis-
trative officcni. 

Section D. 
Paragraphs 104 et seq.-The. Board. trust that the instructions contained in 

their letter No. 6254-F. of 17th July 1930 have put an effective stop to tllis type 
of irreguJarity and that no cases of the sort will find a place in the Director of 
Railway Audit's report for 1931-32. 

S ectiotas E, F aM G. 
Para{Jf'ap1ls 108 to116.-The Railway Board desire to draw the special a~n­

tion of ]·ai}way administrations to these !5ections of the Director of Railway 
Audit's report. They wish to emphasise the necessity 

(i) of settling, before. ,vork aetuany let out on contract is commenced, the 
terms on which it is let, and of expressing these in the· form of a 
contract drawn up where necessary on legal advice ; 

(ii) if and when necessity arises to modify S1lch terms, of reducing these 
modifications to writing in proper form; and 

(iii) of scrutinising most carefully in consultation with the financial adviser 
(if the administration '!Jly payments which 8l'e not admissible on a 
strict interpretation of the terms of the contract before sueh pay· 
ments are sanctioned. Your attention is invited to the principles 
enunciated in Government of India, Finance Department Resolution 
No. F. 22.XII-Ex.-III27 of 12th August 1929" a copy of which was for-
warded with this office endorsement No. 2692-8., dated the 25th 
September 1929. The Railway Board expect to issue very !hort ly 
in elabonttion of these principles, definite rules dealing with the 
preparation of cont~ts. 

Chaplet" VI. 
Paragraph8 124-136.-The Railway Board are aware that the reduction of 

Btores balances is a question which is always exercising railway administrations 
at present. They need not, therefore, say more on this point than express their 
full agreement with the Director of Railway Audit ftS to the necessity for ~pecia.l 
vigilance ot! the part of purchasing officers. They trust that all railway adminis-
trations are restricting purchases to urgent requirements and with due regard tC' 
existiJJg stocks. Even though the article reqUIred is not in stock, the possibil~ty 
of using a substitute, which is in stock, as far as practicable must not be lost 
sight of. 

CluJpler VII. 
-

8ecfiOfa A. Paragraphs 144 and 145.-The Railway Board regret to notice the 
large ntwlber of eases in which the extent of variation between estimates and . 
actuals is high and hope that you have taken steps to improve estimating. 

S{lJction D.-The large number of cases reported in which inordinate delays 
have oecttrred in settlements between railways is also a matter of grave concern. 
They are writing Reparately to individnaJ l'Ililway~ with regard to particular Casel 
where delays have been most marke<l, but, while they do not wish to minimise the 
difficulties that may in practice tend to delay the drafting of a final agreement, they 
wiah here to emphasise the neeessity of a railway administration takiur all pouible 
Qeps to see that _ell delay ia redaeed to a miDim1lDL 

< , 

- -
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APPBImIX XVD. 

Instructions issued to Bailway Administrations regarding timely ascertaiDment of 
~ responsibility of officers in cases of financial irregularities. 

Letter from the Railway Department (Railway Board), to the Agents of "&rio,,s 
Railways, No. 1620-B., dated the 27th October 1932. .. 

The attention of the Railway Board has been drawn to a number of cases in 
which explanations of irregularities brought to notice by audit are accompanied 
by a statement that the officer concerned has left the service of the railway, and 
consequently no disciplinary action can be taken. They realise that in many of 
these cases this is inevitab1e. Owing to the delay which is unavoidable to a large 
extent in such cases being brought to notice~ it is often a perfectly natural 
accident, but they hope that the railway administrations have taken steps to 
guard against the temptation that this gives rise to of putting the responsibility 
wherever possible on an officer who has left the service of the railway. They 
also wish to draw your attention to the desirability of taking suitable steps to 
ensure that when an irregularity is under investigation an officer is not allowed 
to retire with his full provident fund bonus and gratuity lmtil his responsibility 
is ascertained and it has been decided that no disciplinary action is called for 
in his case. In future whenever in an flxp!anation 'by any railway administra-
ti(tn it is stated that the employee concerned has retired, tbe Railway Board will 
expect a full statement explaining whether the irregularities were brought to 
notice before or after he had retired; and if earlier, what steps'had been taken 
to ensure that a full investigation had been made into the circumstances before 
he actually retired. 
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APPENDIX xvm 
SupplementaI1 Memorandum on thtt Vizagapatam Harbour CoDStruction Pro-

ject, furnished by the Railway Department [vide paragraph 27 of Auditor 
General'fj comments on the Appropriation Accounts of the Centl"&l &ov-
trnmellt (Civil) for 1930-31-Appendix m to Part I of Reportl .• 
The Auditor General has suggested that the Public Accounts Committee may 

desire to have the most recent information that is available regarding the revision 
of the e8t.JJllute for the construction of the harbour. The memorandum aubmitted 
by this department on the 20th January 1932, printed as appendix XXXIV to 
the Report of the Public Accounts Committee on the accounts of 1929-30, volume I, 
contains th(> latest information on the question of estimates of cost and there is 
nothing that ean be added at present to it. 

2. It might be of interest, however, to the Committee to have a brief note 
explaining the scheme adopted for the protection of the entrance channel to the 
Vi zagapat f4m Harbour from siltation. The large deposit of sand, which has been 
found t6 accumulate in the entrance channel, as a result even of a moderate dis-
turbance at the Bay, was causing a good deal of concern to the Vizagapatam 
Harbour Administration. It was feared that tr~uble might be experien~d in 
future in keeping the channel free of silt and that the optimistic view taken in the 
past by cm·tuin eminent engineers connected with the earlier investigations, that 
the sand travel along this stretch of coast was of a milder form and less in volume 
than that experienced at Madras and at other ports situated on coasts possessing 
this tcndf'ncy, might not prove to be correct. This serious problem had to be 
tackled by the Harbour Admjnjstration. If the entrance channel is to be kept open 
in order to keep the Harbour accessible to ocean-going vessels either the 
forces of nature must be altered to stop the :flow of sand or it must be dredged out 
as soon us it :floW's in. The Engineer-in-Chief, Vizagapatam Harbour Con5trU6-
tion, was, t.herefore, employed in taking observations concerning the direction 
and amplitude of waves and other important data regarding sand travel which was 
eausing the siltation. 

3. Based on such evidence as was accumulated as a result of observations and 
cxpcr~ments, it was anticipated that some permanent protective works in connec-
tion with the maintenllIlc.e of the entrance channel would be required ; and on this 
basis, the revised construction estimate of the harbour, an advance copy of which 
was ~llbmitted to the Government of India in December 1931, included a sub-
estimate amounting to Rs. 18.49 lakhs for the construction of these works. The 
mnin item covered by this sub-estimate was a Breakwater 1,650 ft. long consisting 
of a rubble hearting with a protection of 10 ton cement concrete random blocks. 

4. The. investigations were continued practically throughout the year 1931 (to 
cover the S.W. monsoon, April to August, and the N.E. monsoon, October to 
J anuRry, periods when the bulk of the deposit occurs) and in May 1932 the 
detailed reports regarding the entrance channel, the measures necessary for its 
maintenance, etc., were completed. In his rcports l the Engineer-in-Chief recom-
mend.~d that an island Breakwater and a sand trap should be constructed and 
uld ships hulls should be utilised as a nucleus of the Breakwater. This scheme, it 
is expeeted, will offer quick results. The nature of the sea-bed is favourable to 
such a sclleme and the elimination of risks mainly depends on adequate protection 
by stone without and suitable weight within. 

5. The reports and'various other connected documents on the entrance channel 
were submit.ted to the Hig-h Commissioner for India who placed them before the 
COJ)suHng En~ineers to thr Government of Illdia, Messrs Rendel, Palmer and 
Tritton. At the instance of the Government of India, the Consulting Engineerc; 
eXHIJlilwu the matter in collaboration with Sir Alexander Gibb and Partners who 
have considerablp. experience of Harbour work in India. The Engineer-in-Chief, 
Vizng'8pat:lm Harbour Construction, was also sent to England, on deputation, tC\ 
rliRCtlSS and settle on the spot with the COngllJtin~ ~!1gineers ~he technical issues 
involved. 
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e. After thorough e%amjDa~ it au beeadeeided to adopt the scheme 01. 

. the Engineer-in-Chief in regard to the utilisation of hulls for the nucleus of the 
Breakwater. As it is proposed to attempt·the first stage of construction of the 
ChaJmp} ProtectiOn Works during the calm season of 1932-33, steps have been 
takt·£.. to start with the preliminaries. Two vessels have already been purchased 
at n t01&1 cost of m,500. One vessel is expected to arrive at Vizagapatam in 
N ovt.'mbcr and the other in December 1932. 

7. The Breakwater, which has now been decided upon, v;ill be about 4 times 
heavier than the Random Block Seh.eme formerly in view. The cost of the 
~hc'ml', taking into account an allowance for possible maintenance work during 
the eonstruetion period, is not likeiy to exceed the provision of Rs. 18.49 lakluJ 
which hus been made in the revised estimate unless anything unforeseen happen~ 
<luring the course of its construction. 

. , 
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APPBNDIX XIX. 

Memorandum furnlshecl b, the RaUwa, Department regarding Stores Balances 
(Wk paragraph 129 of the Director of RaUwa, Audit's Report for 1930-31). 

. In ~ph 129 of .the Report on the Appropriation Accounts by the Direclor of 
• Railway Audit th, questIon of stores balances on Indian Railways has been36xamined. 
It is thought that it would be of interest to the Committee to have some further deta.ils 
of the position. 

2. In the first place it is important to remember that, though generally 40% of issull 
during th? year. may be considered a suitable ~t for closing balances, a rough and ready 
formula like this cannot be absolutely adhered to, particularly during abnormal periods 
when the requirements of railways in regard to stores fluctuate violently. 

3. The issues during 1930.31, which amounted to 34t crores, were very much below 
the normal, which, from the figures shown in the Director of Railway Audit's report, can 
be taken &8 over 42 crores, and the closing balance, which is \he same as the closing balance 
of 1925·26, is only about 35% of this figure. 

4. It is interesting to note that the closing balance is almost exactly the same as the 
closing balance of 1925·26 in spite of the large accumulations in stores balances of materials 
released from permanent-way renewals which could not be utilised on new works in view 
of the reduction in our works programme. . 

o. Again while the issues were reduced by 7 crores or 17% &8 compared with the 
pNViOUB year, the receipts were reduced by S1 crores, or over 22%. This indicates the 
eftorts made by railway administrations to reduce their purchases to correspond with the 
reduced expenditure. 

6. The figures given in the Director of Railway Audit's report relate to the principal 
State-owned railways. In Annexure .A to this memorandum will be found a table compar· 
ing the figures of stores balances on all railways since 1921·22. This includes approximate 
figures for 1931·32, which it is hoped will be of interest to the Committee. From this it will 
be seen that taking all railways together not only were stores balances reduced in 1930-31 
by It crores, but there is a further reduction of 11 crores in 1931-32, bringing down the 
balance to 13t crores, a figure a crore lower than the lowest that haa been reached within 
the last decade. This gives a figure of Rs. 4,300 per track mile. It is interesting for 
purposes of comparison to note that the value of stores held by the four amalgamated 
British railway companies in 1929 waa £21 million, representing £577 (Rs. 7,800) per single 
line mile exclusive of sidings. The corresponding figure for Indian railways in 1929-30 
waa Rs. 5,400. 

7. The ·year 1931·32 showed a further fall both in receipts and issues, and it is pro-
bable, though it cannot be said definitely because complete figures are not yet available, 
that the percentage of the closing balance to the issues during the year might show a 
further rise, though from the fact that the closing balances have been reduced by over 
10% it i8 obvious that the percentage fall in receipts is still higher t.ha.n the fall in issues. 

8. The closing down of oonstruction work and the curtailment of open line works 
. ueceaPtated by the financial situation during the past few years haa meant storing much 
plant and equipment from oompleted or abandoned works whioh, in more prosperous 
times, would have been issued and used in new works and projects and the continued 
trade depression has restricted the disposal by auction or sale of surplus material in the 
ma.rket, for disposal of surplus stores at satisfactory prices is almost impossible at the 
prel8Dt moment. 

9. Annexure B contains a statement showing the receipts, issues and the b&lanoes 
of oert&in important atoree on all Class I Railways during the three yeara ending 1931-3i. 
T1ai11rill am • pphio idea of the reaults achieved in various direotiODB. 

... 
. \, lri. - . 
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APPEKDIX xx. 
Supplementary Memorandum showing the e1pendlture Incurred by Foreign Ban-

wa,s on BaDwa, publicity, furnished by the BaHwa, Department on the 11t Koy-
ember 1932 with reference to paragraph 59 of the Proceedings of the Pu"llc 
Accounts Committee relating to the Accounts of 1929·30. • 

The Public Accounts Committee desired last year that information should. be obtained 
as far 88 possible about the expenditure on publicity incurred by foreign railways and the 
percentage that it bearS to their total earnings. 

2. Certain information has been collected either directly from railwaya or through the 
High Commissioner for India in London, and is given below. 

3. The Swiss Federal Railways, whose gross earnings amount to some 400,000.000 
Francs (Swiss), spend annually on pUblicity 1,600,000 Francs (Swiss). 

4. The private Railway Companies in Switzerland, whose gross earnings amount to 
84,000,000 Francs (Swiss), contribute a further 700,000 Francs'(Swias) &nllually for publi. 
city. These private companies are actually most interested in tourist traffic, the Swiss 
Federal Railways only getting a proportionate return of two-fifths of the tourist traffic 
in all its forms. 

5. The Swedish State Railways spend 400,000 Kronor against gross earnings of 
181,000,000 Kronor. 

6. The Norwegian Railways incur an expenditure of 284,000 Kronor against gross 
earnings of 73,000,000 Kronor. 

7. Detailed information 88 to the expenditure on publicity incUlftJd by the Canadian 
National Railways could not be obtained, but it has been intimated that the amount spent 
in America alone on publicity, i.e., exoluding saJ.aries and rents, etc., works out to '15% 
of the gross earnings of the rrillway. 

8. It is also understood that the expenditure of the Canadian Pacific Railway on 
pUblicity in America amounted in 1931 to about • 6% of its earnings. 

9. The ~tage of expenditure on publicity in India to the gross earnings of the 
State-managed R&ilways only work out to ·08%, and if certain other railways, which were 
parties to the Central Publicity Bureau for part of the year, are included, it works out 
to ·06%. It should, however, be bome in mind that other railways~ not parties to the 
Central Publicity Bureau, benefit by this publicity without contributing thereto. 

10. For ready reference the expenditure on various railways, expressed 88 a percent-
age of gross earnings is shown below :-

8wiu Federal. Railways 
Swiss Private Railwaya 
Swedish Railways 
Norwegian Railways .. 
New ZeaJa.nd 
South Afr~ (Approx.) 
Canadian National Railways (only in the United States and uoludiBg 

salaries, rents, etc.)' 
Canadian Pacifio (Approx.) 
Indian Railways (State-managed) 

111 

% 
·38 
·83 
-21 
·39 

.4: 
-37 
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APPEIDIX XXI. 
Instructions issued to RailWay Admjnistrations as a result of the examination by 

the Public Accounts Committee in November 1932 of certain paragraphs of 
the Appropriation Report of the Director of Railway Audit for 1930-31. • 
~ from the Railway Department (Railway Board) to the Agents of variou8 ~ilway., 

No. 1728-B, dated the 10th November 1932. 

The Public Accounts CollUllittee at their last meeting emphasised the importance of 
certain principles arising from certain paragraphs of the Report of the Director of Railway 
Audit on the Appropriation Accounts of Indian Railways for 1930-31. The Government 
of India are in full agreement with their views and I am therefore directed to draw your 
attention to the following points. 

2. There appears to be a misconception in many quarters about the action to be taken 
when any cases are under poli~ or judicial investigation, and I am directed +to make it 
quite clear that in the opinion of the Government of India 1Jiere is no necessity to delay 
departmental enquiries in every case pending such investigations. The importance of ex-
peditious action in this matter not only with the object of modifying the procedure which 
has given rise to .the raud, but to take a~y necessary disciplinary action 88 early 88 possible, 
should be recognised and action should be taken accordingly. Care should be taken, how-
ever, in consultation with your legal advisers that any police or judiciaJ investigation in pro-
gress is not hin~ered or prejudiced by any action taken by you. 

3. In paragraph 113 of the Director of Railway Audit's Report attention has been 
drawn .to a case in which adverse comments had been made in the course of an arbitrator's 
award on a railway administra~ion not taking steps to make payment to a contractor of sums 
which had been acknowledged to be due to him by the administration, as a result the ad-
ministration had. to pay interest on this sum. I am to stress the importance of payments 
which are hot in dispute being made, after taking legal advice if necessary. as early as 
possible.· . 

4. In pamgraphs 114 and 115 of the Director of Railway Audit'slReport attention has 
been drawn to cases where railway administrations have incurred unnecessary expenditure 
by not obtaining the prior concurrence of the parties on whose behalf the works were exe-
cuted. I am directed to request that instructions should be issued to all officers under 
your control that when the whole or a portion of the expense of any work constructed by a 
railway administpation is to be borne by other parties. their written concurrence should be 
obtained. before work is started. . 

Again in Chapter m of the Director of Railway Audit's Report certain instances have 
been given where stores have been purchased without due regard to. or even full knowledge 
of, the stock in hand. The Government of India desire that it should be clear that Con-
trollers of Stores are expected to take every possible step to avoid the unnecessary purchase 
of stores; estimates of the stock required should be made on an intelligent basis, having 
regard to the stock in hand throughout the railway and steps should be taken to ensure that 
as accurate and complete information as possible of such stock is in the hands of the stores 
authorities particularly at the time of preparation of indents. 

5. Finally, I am directed. to draw your attention to the recommendations of the Com-
mittee appointed on the Great Indian Peninsula Railway in October 1930, referred to in 
paragraph 103 of the Director of Railway Audit's Report, which contains valuable JUggea-
tions regrding measures to avoid the possibility of frauds in connection with the payment. 
for ~ labour. 

• 
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