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Report of the Public Accounts. Committee on . the accOunts of 
1933-34. 

PART II-RAILWAY ACCOUNTS. 

Positi()ft, as regards estimating and control of expenditure. 
1. 1'he following table compares the original estimates made before 

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

(1) Traffic Receipts (less refunds) 
(2) Miscellaneous Receipts 
.{!J) Working Expenses 
(.) Miscell&neous Expenditure 
(5) Interest charges .. 
(6) Surplus ( + ), Deficit (-) . . . . . . 

Budget. 
87,00 
2,26 

63,10 
1,00 

32,93 
-7,77 

(In lakhs of &s.) 
Revised. . . Actuals. 

86,50 86,63 
2,19 2,07 

63,04 63,06 
1,03 1,02 

32,40 32,58 
-7,78 -7,96 

(7) Contribution to general revenues . . . . 
(8~ Payments to (+), withdrawal from (-) Reserve .. 

. (9) -Loans from the Depreciation Fund . . . . 7,77 7,78 7,96 

2. The budget estimates for 1933-34 anticipated a net deficit of Rs. 7,77 
lakhs which was increased to 7,78 lakhs in the revised estimate. 'fhe 
actuals proved to be slightly worse resulting in a deficit of Rs. 7,96 laklu; 
which was met by a loan from the Depreciation Fund. As in the past 
two years, the prescribed contribution to general revenues could not be 
paid during the year under review. The figures in the above table show 
that the variations between the actuals and the Budget and Revised 
estimates are very small. The deterioration of 18 lakhs as compared 
with the revised estimate was principallY due to increased interest 
eharges on account of actual rate of interest on capital expenditure being-
more than the rate adopted in the estimates. 

3. The following table compares the final voted grants with t.he 
expenditure against those grants :-

Voted. Original 
grant. 

Supple-
mentary 
grant. 

(Lakhs of rupees). 
Final Actual Excess + 
grant. Expendi- Savinga-. 

ture. 

Expeflditure charged to Reve1l.ue. 
I. Railway Board 8·31 8·31 8·02 -·29 
2. Inspection ·82 ·82 '70 -·12 
3. Audit 12·30 . ·60 12·90 12·77 -·13 
4:. Working Expenses-

Administration · . 10,30,00 10,30·00 10,34'63 +4·63 
5. Working Expenses- • ReJ?airs, Maintenance and Opera-

38,17,25 38,11'38 -5·87 bon .. . . .. 38,12'50 4·75 
~. Working Expenses-

Payment of Surplus Profits · . 54·00 2·50 56·50 56·65 +'15 
9. Appropriation to Depreciation 

Fund.. .. · . 13,75'00 .. 13,75·00 13.56'48 -18'52 
11. Miscellaneous Expenditure 5·00 1·20 6·20 4·59 -1'61 
]4. Interest Charges .. 2·83 2·83 2·81 -·02 

Expeflditure charged to Capital and Depreciation FUrld. 
7. New Construction 31·25 31·25 21·72 -9,53 
8. Open line works · . 8.92·00 I 8,92·01 5.80,99 -3,11·.()2 

10. Appropriation from Deprecia-
tion Fund 7,77'12 9·99 7.87,11 8.05,33 +18·22 

LI71FinD .. 
• 
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4. The non-voted appropriations sanctioned. by the Government of 
India and the expenditure against those appropriations are given 
below:-

(Lakhs of rupees). 

Non-Voted. 
Oriplal Supple-
Appro- mentary 
priatioD. . Appro-

Final 
Appro-

priation. 

Actual Exceaa( + ) 
Expendi- Sav-

tore. ings( -}. 
priatitm. 

E~.re cltarged to ~"ue. 

1. Railway Board 
• 2. Inspection .• 

3. Audit 
•• Working E~Administra-

tion . 

5. Woriring Expensee-Repairs, 
Maintenance and Operation 

11. HisceUanoous Expenditure 
1.. Interest Charges 

.·19 -·19 .·00 
2·28 -·24 2·04 

-·02 4·23 

1,05,50 7·51 1,13·01 

1·00 1·27 
9·10 ·51 9·61 

32',90·37 --53 ·22 32,3'1· 15 

Ezpewditure clarged 10 Oapital. 

4·00 
2·03 -·01 
.·23 

1,12·99 -·02 

1·25 =::i' 9·56 
32,55·16 +18·01 

7. NewConstruction ·75 --18 ·57 ·65 +-08 
8. Opeoline works 1·00 2·20 3-to 2·46 -·74 

Diacharge of Debentures .. 20·23 20·23 20·23 

5. Excesses over voted grants.-The excesses over voted grants which 
require to be regularised by excess votes of the Legislative Assembly are 
shown below :-

Final Actual 
Demand No. grant. expenditure. Excess. 

•• Administration 10,30,00,000 10,34,63,107 4,63,lOi 
6. Companies' and Indian States' share of 

surplus profits and net earnings 56,50,000 56,65,149 15,149 
10. Temporary withdrawa.l8 from Depreciation 

Fund 7,87,11,000 8,05,33,325 18,22,325 

The excess under Demand No. 4 was mainly due to an unexpected 
payment of Municipal rates and taxes on the Eastern Bengal and Gr('at 
Indian Peninsula Railways, to larger contributions for hospitals and 
medicinoo and to the charges in respect of special class apprentice:-; 
having been debited to this Demand instead of to. Demand No. 11. A 
larger increase in the earnings of certain branch line companies than 
anticipated caused the excess nnder Demand No.6. The excess under 
Demand No. 10 represents the increase in the deficit of the Railways. The 
percentages of the excesses in the three cas€(" are .4, .3 and 2.3 respective-
ly. There were excesses during' the year under three Demands ag'ajn~t 
four in the preceding year. We recommend that the Assembly should 
assent to the excess demands which will be placed before them by OOY-
~rnmen1 in due course. 

6. 'l'he eXCeRses over non-voted appropriations were only two during 
1933-34 88 against six in 1932-:33. 

'. • 

, 



7. Taking ~he total railway expenditure both voted and non-voted, 
there was a savmg of ~ lakhs or .04 per cent. under expenditure charged 
to. reve~ue and a savI.n~ of. 3,03. lakhs or 17.42 per cent. under capital 
expendIture. The posItlon In thIS respect compares as follows with thp 
last three years ;-
E'Zpenditu're charged to revenue (excluding appropriations to ~nrf. jroln 

the Reserve Fund). 

1930-31 
1931-32 
1932.33 

Year. 
Final grant 
and appro-

priation. 

1,05,11 
1,01,38 

97,36 

(Lakhs of rupees)_ 

Percentage of 
column (3) to 
column (2). 

Savings. 

-2,98 
-4,U 

-37 

2·83 
4·18 

·38 
1933-34: 96,81 -4 .04 

1930-31 
1931-32 
1932.33 
1938-34: 

Expenditure charged to Capital and Depreciation. FUnd. 
25,74 -1,14 
29,18 -4,95 
19,65 -2,66 
17,34 -3,03 

4·39 
16·96 
13-60 
17·42 

Under expenditure charged to revenue the variation in the total as-
compared with the final allotment amounted to .04 per cent. only and 
the variations in the t.otals of the individual demands alBo were not large. 
'fhis result was, however, achieved in many cases by large excesses ... 
counterbalancing large savings within the Demands. We also noticed 
several cases where either no funds were allotted for expenditure which 
could reasonably have been foreseen and. provided for or insufficient ar 
excessive provision of funds was made. We realise that, in a larg~ 
concern like the Railways, the Railway Board has to work on the total& 
of each demand rather than on individual subheads. We also realize 
that original estimates may be subject to alteration on account of Ull-
foreseen items, such as, larger or smaller volume of traffic than originally 
estimatICd, accidents, floods, etc. Even after making allowance for all 
these, we ar~ of opinion that there is considerable room for improvement. 
The Railway .A.dministrations should flee that the totals allotted by the 
Railway Board are distributed among the individual subheads with ~ 
greater accuracy. 

Under Demands for capital expenditure on the other hand even the -
total expenditure diverged very far indeed from expectatiorul. For 
example, under Demand No.8, the total expenditure amounted only 
t~ 5,81 lakh~ against an allotment of 8,92 lakhs. We were told by the 
Financial Commissioner that the capital programme was settled several 
months in advance, that it 'Was very difficult for Railway Administrations 
to make aceurate estimates so much- in advance and that many factors 
entered into the picture over which Railways had little control. The 
Financial Commissioner has informed us that he is drawing the attention 
of all Railway Administrations to the large difference between the 
amounts th~ have been demanding and the amounts they have been 

• 



aetually able to spend and that he' will endeavour to correct the tendency 
to overestimating in preparing the programmes for 1936-37. We 
-consider that the Railway Boa.rd should take all possible steps to secure 
,greater accuracy in estimating. 

While examining the question of the control of ,the Railway Board 
'over Railway Admi:qistrations ,we have ',considered whether a more 
effective control could not be exercised if the Board were enabled, by a 
further delegation in minor matters, to relieve themselves of any neces-
;sity for interfering in .questions of detail and so to leave themselves free 
to concentrate on securing effective control in matters of first class 
nnancial importance. 

8. Irregular reappropria,ti()1Is.-Rule 52 (2) of the Indian Legisla-
tive Rules requires that we should bring to t.he notice of the Assembly 
every reappropriation from one grant to another and every reappropria-
tion within a grant which is not in accordance with the prescribed rules. 
During the year under review the following reappropriations were sanc-
tioned by Railway' Administrations which were not strictly within the 
powers delegated to them :- ' 

(1) Grant No. 4.-The Bengal and North-Western Railway re-
appropriated Rs. 16,000 from the sub-head "W prlmd 
Lines" to the sub-heads " Establishment" and "Miscel-
laneous ". 

(2) Grant No. 5.-The Bengal and North-Western Railway gans-
ferred Rs. 69,000 from the sub-head " Worked Lines " to the 

. sub-heads "Repairs and Maintenance" and "Operation 
other than fuel ". 

(3) Grant No. 6.-In allotting the sum of Rs. 13,48,000 to the 
Bombay, Baroda and Central India Railway under this head 
the Railway Board omitted by oversight to distribute it 
under the two sub-heads of the grant. The Railway Adminis-
tration made good this omission and distributed the total 
between the two sub-heads. Though this waS the right 
thing to do, it was technically incorrect. 

(4) Grant No. B.-The North-Western Railway made' a reappro-
priation of .. Rs. 2,48,000 between works costing over one 
lakh .' each and other works. Two other Railways made re-
appropriations between track renewals and other sub-heads . , 
namely, the Assam-Bengal RaIlway to the extent of Rs. 56,000 
and Bengal-Nagpur Railway to the extent of Rs. 29,000. 

Financial position of the Railways. 

9. The total deficit during the years 1931-32 to 1934-35 amounted to 
about Rs. 32 cro:es. . In 1935-36 the budget anticipated a deficit of only 
Its, 2 erores, ~ut J~dglng from the ac~als of the first few months it appears 
that t~e defic.lt WIll b~ much grea~~ unless there is considerable improve-
~nt ill earnmgs ~ur~. the remammg months of the year. The' position 
IS actually more. dIsquletlng than these figures indicate because under the 
present accountmg system certain expenditure which ~cording to. sound 
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financial principles should be charged to revenue is being charged to capital. 
The Auditor General in his letter forwarding the Appropria.tion Accounts 
to the Government of India says as follows :-

" In .paragraph 42 of his Review the Financial Commissioner ex-
presses regret that it has not been possible to proceed much 
further with the examination of various important questions 
essential to a proper financial settlement lor Railways, such as 
the correct amount to be set aside for depreciation, the princi-
ples of allocation of expenditure between capital and revenue, 
and the amortisation of railway capital at ch8J"ge. In para-
graph 9 (b) of my letter submitting the Railway Appropria-
tion Accounts for the year 1930-31 I drew attention to certain 
paragraphs (paragraphs 208-213) of the Audit Report which 
discussed disquieting tendencies towards over-capitalisation, 
and I emphasised the necessity of immediate examination of 
the problem so that Government should be prepared with a well-
considered scheme in connection with the setting up of a Rail-
way authority under the new constitution. In paragraph 28 
of their Report on the Appropriation Accounts of 1930-31 the 
Public Accounts Committee stresSed the necessity of early 
decision on the various problems thus indicated. The tenden-
cies towards over-capitalisation that were brought to notice 
three years ago are still in operation, and during these three 
years net Railway earnings have failed to meet interest charges 
by 27.39 crores. Evidences of, improvement are unhappily still 
uncertain. In the meantime, the preparation of the scheme for 
Railways under the new constitution must be in an advanced 
stage, while, according to the admission of the Financial Com-
missioner, Railways, the complicated financial problems con-
nected with this scheme are still far from settlement. This is a 
.position. which seems to me to be exceedingly unsatisfactory." 

We were informed that the whole question of Railway finance was 
engaging the serious attention of the Government of India. There was no 
difficulty in arriving at a theoretical solution of the problems of allocation 
between capital and revenue. Ideally, the depreciation fund ought to be 
turned into a reserve for renewals and minor improvements and a definite 
provision for amortisation should be made out of revenue. The former 
would involve an increased allocation of something like 2 crores a year to 
cover expenditure which is at present being wrongly charged to capital 
while the latter ought to be something like 5 crores a ye,ar. The trouble 
was however that the Railways were failing to meet from Revenue their 
ordinary interest charges even on the present basis of charge. The deficit 
on this account was nearly 8 crores in 1933-34, about 5 crores in 1934-35 
and in February 1935 it was estimated at 2 crores for 1935-36. But it is 
now clear that what appea.red to be a process of continuous improvement 
has suffered an interruption and that unless the remaining months of this 
year show a great change, the deficit for 1935-36 may not be materially 
less than that for the preceding year. Even so, as has already been pointed 
out, this understates the real position by something like 2 crores. The 
question thus becomes not so much one of a slow tendency to over-capitalisa-
tion because of a somewhat lax accounting system but of the inability oI 
the railways as a whole to show a profit even on the present system. To 

• 
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this matter we devoted a great deal· of attention. We were informed that 
interest charges would show a gradually declining tendency and' might in 

. 5 years time fall by about 2 crores. We understand moreover that the 
new seales of pay for new entrants will ultimately produce a saving of 
about 3 crores a. year but this will of course take a whole generation to 
mature fully. Apart from these, the Railway Board think that no more 
than e('onomies ofa minor administrative order are now obtainable. There 
is ohviously- not in tJ~se any assurance of a return to solvency in a measur-
able time, much less of any surplus for amortisation of ·debt or contribution 
to general revenues and, if the position is as stated by the Railway Board, 
solvency can only be restored by increasing traffic receipts. Weare well 
-awal"e that a restoration of economic prosperity is the most satisfactor~r 
means of effecting this but we do not see in the present condition of 
world affairs any certitude that thiH will be at all rapid. We think tpere-
fore that it is vitally necessary that the Railway Board should condnct 
an exhaustive review of their freight and fares policy and should COJl-
sider every possible means of increasing their revenue. .Apart from what 
is normally understood by reviewing freight policy, we urge that they 
should press on with their consideration of the steps required to meet road 
competition. We do D()t at all intend to imply that the expenditure side 
Mould be neglected. Weare nrost reluctant to accept the Railway Board ' . ., 
estimate of the possible further economies and we think that the search for 
them must be relentlessly pursued. But we are prepared to believe that 
an increase of receipts is, in present circumstances, likely to be th~ more 
important factor in the restoration of financial stability. 

Incidentally some of us would like to call attention to the fact that 
Railway Finances are being made the instrument of Government policy 
towards particular industries with the result that burdens are thrown on 
the Railways which ought to fall on the general taxpayer. An instance of 
this is the reduction of the output of Railway collieries to help the Indian 
coal industry. We were informed that, if Railway collieries are wQl.·ked 
~o their full capacity, the Railways will be able to produce coal at least as 

. cheaply as the market rate and thus avoid a loss in the working of the 
t collieries amounting approximately to 12 lakhs. On the assumption that 

this statement is correct, a considerable proportion of us feel that it iR 
not right that a commercial con·cern like the Railways should be ma'L~ to 

, subsidise the coal industry. 

We hope we have made clear that we regard immediate and continuous 
attention to the solution of these probl~s as of vital importance to Indian 
interests. Some of the non-official Members wish to place on record their 
views in regard to the failure to press to an earlier conclusion an examina-
tion of the working of the separation convention. Under the Resolution 
passed by the Assembly regarding the separation of railway from general 
finance, the convention should have been revised periodically after being 
tried provisionally for . at least 3 years. The explanation given by the 
F,inancial Commissioner for not ~evising the convention is recorded in 
paragraph 3 of the proceedings. If however the convention had beell re-

~ vise.a earlier, the question of the proper allocation of expenditure between 
capItal and reveD,ue would .have come up for consideration earlier and an 
examination. of . the question ,of allocation between capital and revenue 
:could ho~. ~v,e f~iled tQ. disclpse -that the·' surpl1.l!;i was· really ,less than 'it 

(appeared ,to b~ ~nder the; old allocation:' Xn ;the face ·of tbis, it is,doubtr~ 
. ) 
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whether Government would have felt ju~tified in emba~king on the very 
large capital expenditure of the " prosperity ~'years. In that case the 
unremunerative capital at charge would clearly have been reduced and 
the present financial problems would have assumed a less intractable aspect. ~ 

Miscellaneous . 
13. The Director of Raflway Audit. has brought to our notice a case .. 

in which the North-Western Railwpy were unable to. recover from the 
auctioneers about Rs. 44,000, being the sale proceeds of scrap metal 
auctioned. The decree :obtained by the Railway Company could not oe 
enforced as the debtors were paupers. The Director of Railway Audit 
reports that in this case (1) the agreement was not signed by each mem"ber 
of the firm of auctioneers as required by the rules, and (2) the Railway 
.Administration did not exercise its right of not allowing the removal of 
the auctioned material until the full amount due had been received from 
the auctioneers. We recommend that the Railway Board should issue-
necessary instructions with a view to avoid such omiasions in future and 
. they should also impress upon the Railway Administrations that proper 
care should be ~en in selecting auctioneers. 

14. We·understand from the Auditor General that the Railway Codes 
are generally out of date. We agree with him that the Railway Board 
should immediately take up their revision and complete it before the new 
Statutory Railway Authority comes into existence. ' 

15. While going through ;the Quarterly Statement of outstanding 
items, we found that the departments generally took a considerable time 
in taking act.ion on the recommendations of the Committee. The depa.r1r 
ments should try to avoid such delays in future. In this connectio~ we 
recommend that a special meeting of tne Committee· should be held some 
time during the Delhi session, if so desired by the members, to examine 
the action taken by the departments on the various recommendations and 
suggestions of the Committee. 

16. We append to our report minutes of the proceedings which we 
consider should be treated as part of the report.. We assume, that in 
accordance with the established practice, action will be taken by the 
department on the observations an4 recommendations contained in these 
proceedings. 

K. SANJI~ A ROW. 

14th September 1935. . 

• 
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~ooeedings of the 12th and 18th meetings of the Public Accounts Com-
mittee held on Thursday, the 22nd August, 1935, at 11 .A.M. 'l6Ild 
2-30 P.M., respectively. 

PRESENT: 

The Hon 'ble Sir JAM~ GRIGG, K.C.B., Finance Member, Oha1:rm<l/n. 
:Mr. B. DAs, M.L.A. " 
1\1 r. S. SATYAMURTI, M.L.A. 
Professor N. G. RANGA, M.L.A. 
Dr. THEIN YAUNG, M.L.A. 
Mr. J. RAMSAY SOO'M', M.L.A. 
~Idulvi Sir MOHAMMAD Y AKUB, Kt., M.L.A. 
Captain SHER MOHAMMAD KHAN, C.l.E., 

l\1.B.E., M.L.A. 
Bhai PARMA NAND, M.L.A. 
Dr. R. D. DALAL, l\LL.A. 
Rai Bahadur Sir SATYA CHARAN MUKHERJEE, 

Kt., C.B.E., M.L.A. 
Khan Sahib Shaikh F AZIrI-HAQ PIRACHA, 

M.L.A. 

Members. 

General. Were also present. 
Mr. A. G. BADENOCH, C.LE., LC.S., AUditor-} 

Mr. B. NEHR,U, Director of Railway Audit. 
M~r. P. R. RAU, Financial Commissioner, 

Railways. 
?\lr. T. S. SANKARA AIYAR, Director of Finance. 
Mr. Y. S. SUNDARAM, Controller of Railway Witnesses. 

Accounts. J 
Mr. F. D'SoUZA, Director of Traffic, Railway 

Board. 
1. 'fhl' Committee took up the examination of the appropriation 

accounts and connected documents relating to the Railway Department.. 
2. The Committee discussed at some length, the present and pros-

pectiy(' fiuancial position of the railways and found it disquieting. The 
total deficit during the years 1931-32 to 1934-35 amounted to about 32 
crores. III 1935-36, the budget estimate anticipated, a deficit of only 2 
crores, but judging from the first few months' actuals the deficit is likely 
to be much more. The position is actually much more disquieting than • 
-these figures indicate because under the present accounting system certain 
expenditure which according to sound financial principles should have been 
chal'ged to revenue, is being charged to capital. The Auditor-General in 
paragraph 5 of his letter has drawn pointed attention to this tendency 
toward~ over-capitalisation. He had brought this to notice three years 
ago ill his letter on the Appropriation Accounts for 1930-31 and the Publie 
Account.s Committee in their report on those accounts had stressed the 
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nect.l>SSity of an early decision on the problem. The Auditor General ,ill 
his presen t letter says that " evidences Qf improvement are unhappily still 
uncertain ~, and that the position appears to him to be " exceedingly un-
satisfactory". The Committee was informed that this matter had been 
engaging the serious attention of Government and that there was no 
difficulty in finding out an ideal solution to the problem, but the result of 
applying it would be to increase the revenue defieit still further. rfbe 
Committee was assured that the matter was under the active con!:-lidera-
tion of Government. 

3. The Committee then considered why the convention for the separa-
tion of Uailway from General Fihances had not been revised till now, 
thougl. under the resolution passed by the Assembly it should have been 
revised periodically after being tried provisionalJy for at least three years. 
Th~ Finaucial Commissioner explained that a committee of the Assembly 
was set up for the purpose in September 1928. It met in February and 
:March 1929 and appointed a sub-committee which held one meeting in 
June] 92!J. It then became funct'US ofJi,cio owing to 'the dissolution of the 
Assembly. The question was not again taken up as the revised arrangements 
for administering Railways under the new constitution were under active 
consideration, and it was felt that the whole position would be reviewed 
in that connection. Some of the non-Official members of the Committee 
felt strong.iy that, if the convention had been revised earlier, the position 
of the Railways would not have deteriorated to the extent that it has done. 
Their 'Point was that the question of the proper allocation of expeuditure 
between capital and revenue would have come up at the time of the revision 
of the convention. The Auditor General said that the convention was 
based on a certain method of allocation of expenditure between capital 
and reveuue and that the revision of the convention and the revi.."ion of 
the Dlethod of allocation should have gone together. If, after proper 
allocation, the surplus of Railways was really less than what it appeared 
to be under the old allocation, Government would have been forced to con-
sider seriously whether the Railways would be able to bear the large 
capital expenditure which was being incurred at the time. The over-
capitali::ation could thus have been avoided to a ,ertain extent. 

4. rrlJc Committee desired to draw the special attention of GO\'ern-
ment to paragraph 5 of the Auditor General '8 letter and to impress npon 
Government the necessity of settling immediately the question of the 
proper allocation between capital and revenue and the amount of the 
contribution to the depreciation fund or to a Renewals and Replacements 
Fund. 

5, The Committee also desired that Government should srriou:-:,ly 
p.on~ider the question of increasing receipts, especially in view of the 
roail-rail competition, and of reduction in working expenses. 

The Committee then adjourned till 10-30 A.M. on Friday, the! '!.!lrrl 
• August J935. 
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. Proceedings of the 14th meeting of the Public Accounts Committee held 
on Friday. the 23rd August, 1936, at 10-30 A.M. 

PRESENT: 

The lIon 'hIe Sir JAM&."; GRIGG, K.C.B., Finance Member, Chair-man. 
Mr. B. DAS, M.L.A., 
Mr. S. SATYAMURTI, M.L.A. 
Professor N. G. RANGA, M.L.A. 
Dr. THEIN MAUNG, M.L.A. 
Mr. J. ~AMSAY SCOTT, M.L.A. 
Maulvi Sir MOHAMMAD YAKUB, KT., M.L.A. Members. 
Captain SHER MOHAMMAD KHAN, C.LE., 

M.B.E., M.L.A. 
Bhai PARMA NAND, M.L.A. 
Dr. R. D. DALAL! M.L.A . 

.. Rai Bahadur Sir SATYA CRARAN MUKHERJEE; 
KT., C.B.E., M.L.A. 

Mr. A. C. BADENOCH, C.LE., LC.S., 
Auditor General. 

Mr. B. NEHRu, Director of Railway Audit. 

Mr. P. R. RAu, Financial Commissioner, 
Railways. 

Were also present. 

Mr. T. S. SANKARA AIY AR, Director of 
Finance. 

Mr. V. S. SUNDARAM, Controller of 
Railway Accounts. 

1 J Witnesses. 

6. The Committee continued the general discussion on the financial 
)'osition of the Railways and then took up the various points mentioned 
in the Auditor General's letter. 

7. Paragraph 3 of th.e Auditor General's letter.-The Committee 
agreed with the Auditor General that certain comments on defects in 
budgeting and in current control of expenditure, which are included in 
this year's report of the Director ot Railway Audit, should in future 
be included in the Financial Commissioner's review. The Committee 
also desired that the Financial Commissioner should take steps to see that 
the appropriation accounts reached the Auditor General on the due date. 

8. Paragraph 6 of the Audit()f' General's letter-Financial irregulari-
ties.-(i) Paragr.aph 58 of the Audit Re~.-The Auditor General stated 
that the Agent of the particular R~i1way admitted the mistake and 
ass~red him that he had taken steps to secure that it would not _ occur 
agaIn. 

(ii) Paragraph 59 of the Audit Report Allocation of expendit'Uf"e 0"11 
,.olling stock.-The Financial Commissioner explained that most of the 

• 
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Railways had accepted the revised classification, and that 'he thought the 
new' formula proposed by them would probably be accepted by all with-
out much difficulty. 

(iii) Paragraph 138 of the .Audit Reporl.-Some of the members of 
the Committee felt that the loss to Railways in this case was due to 
proper care not having been exerciseQ in selecting ~uctioneers. The 
Committee desired that instructions should be issued by the Railway 
Board-

(a) that proper care should be exercised to select auctioneers of 
certain financial standing; 

(b) that the auctioned material should not be allowed to be 
removed until the full amount had been received from the 
auctioneers ; and 

( c) that the agreements with the auctioneers should be signed by 
duly authorised persons. 

9. The Committee then went into the other paragraphs of the Audit 
Report mentioned in paragraph 6 of the Auditor General's letter. 

The Committee then adjourned till 11 A.M. on Saturday, the 24th 
August 1935. 
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Proceedings of the 15th meeting of the Public Accounts Oommittee held 
on Saturdky, the 24th August, 193o, at 11 A.M. 

PRESENT: 

The Hon 'ble Sir JAMES GRIGG, K.C.B., Finance Member, Ol£uirmafl. 
Mr. B. DAS, i\I.L.A. 
Mr. S. SA'fYAMUB'fI,M.L.A. 
Professor N. G .RANGA, M.L.A. 
Dr. THEIN AlAUNG, M.L.A. 
Maulvi Sir ~IoH.AMMAD YUUB, Kt., M.L.A. 

Captain SHER. MOHAMMAD Khan, C.I.E., M.B;E., },{embers . 
.i\l.].J.A. • • Bhai PARMA NAND, M.L.A. 

Dr. R. D. DALAL, M.L.A. 
Rai Buhadur Sir SATYA CHARAN MUKHERJEE, Kt., 

C.B.E., M.L.A. 
Khan Sahib SHAIKH FAZL-l-fuQ, Piracha, M.L.A. 

Mr. A. C. n.\.DEN~CH, C.I.E., L?S., Audi~r General. }were also 
Mr. B. NEHRU, DIrector of Railway AudIt. present. 
Mr. P. R. H.u:. Financial Commissioner of Railways.l 
Mr. T. S. 8.\XKARA AIYAR, Director of Finance. ~ Witnesses. 
:!'rh. V. S. SUNDARAM, Controller of Railway Accounts. J 

10. The Chairman brought to the notice of the Committee certain 
unauthorised and improper press reports of the proceedings of the Com-
mittee. The Committee desired that the Secretary should issue a state-
ment to the effect that the reports were not only unauthorised and im-
proper, as the proceedings were private, but also completely inaccurate. 

11. The question of the codification of the Railway rules and regula-
tions was then taken up. The Auditor General informed the Committee 
1;hat the Railway codes were generally out of date and expressed the 
opinion that, in fairne§s to the new Railway Authority, they should be 
revised and brought up to date before that authority came into existence. 
The Committee agreed with the Auditor General and desired that this 
matter should be tuken up immediately by the Railway Board. 

12. Accuracy of budgeting and control of expenditure.-Though the 
tot.al act.ual expenditure in the majority of the grants (with the exception 
of the grant reJatjng' to works not charged to revenue) was very close 
to the original estimates, there were many large divergencies in the various 
sub-head3 of individual grants, in many cases large excesses ('ounter-
balancing large RH,rinfrs. Several cases were noticed where either no 
funds were allotted for certain expenditure which could reasonably have 
been foreseen and provided for or insufficient or excessive provi8ion 
of funds was made. The Committee realised that, in a large concern like 
the Railways, the Railway Board has to work on the totals of each grant 
rather than on indi.vidual sub-heads, but it is certainly the business of 

• 
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the Railway Administrations to see that the totals allotted by the Rail-
way Board are distributed among the mdividual sft.b-heads with a fair 
.amount of accuracy. 'l'he Committee also realised that the original f'Mti-
mates may be subject to alteration on account of unforeseen items, such 
as, a larger or smaller volume of traffic than originally eStimated, repair 
of a bridge damaged by accident, flood or earthquake, etc. Even after 
mak;i.ng allowance ~ol' all these contingencies, the Committee was of 
opinion that there was considerable room for improvement in budgeting 
and control OYt'r expenditure. 

Under grants for works expenditure, even the total expenditure 
diverged very far indeed from expectations. FOr example, under Grant 
No.8-Open Line Vvorks, the total expenditure amounted only to 5,81.1akhs 
against a grant of Rs. 8,92 lakhs. The Financial Commissioner has, in 
his review, given the following explanation for the large variations in 
the works grants :- t 

" The works programme is, for one thing, prepared very mut'h 
earlier. Taking the 1933-34 budget as an example, the 
rolling stock portion of the programme was submitted to 
the Railway Board in February and considered aud plae-
tically settled by them in March 1932. The rest of the 
programme was submitted in July and scrutinised and 
decided by the Railway Board in August or September 
1932. The estimates of working expenses on the other hand 
were submitted in November and December 1932, and con-
sidered only in January 1933. Secondly, in preparing t.he 
works programme, the control exercised by the Rail way 
Board is mainly as regards the works to be included in the 
programme. As regards the actual amount re<luired for 
any particular work in. any particular year, the estimatf's 
made by railways are generally accepted. It is very diffi-
cult for railway administrations to make very accurate 
estimates of the funds they are likely to require so much 
in advanc-e of the time at which they are required. There 
arp, so rtlany factors over which railways have little control 
that ent.er into the picture. Further consideration may 
result in some of the projects being dropped, or materially 
altered ; the preparation of detailed estimates might make 
tht" cost of the work vary appreciably from the original 
rough estimate ; unavoidable delays in acquiring land, where 
necessary, collecting material, letting out contracts, and 80 
on might throw forward expenditure to another year, or 
result in expenditure provided for in an earlier year being 
met from the grant for the year in question ". 

The Financial Commissioner also stated that he is drawing the atten-
tion of all Railway Administrations to the large ·difference between the 
amounts they have been demanding and the amounts they have been 
actually able to 3pend during the last few years, and that he would 
endeavour to correct the tendency to over-estimating in preparing the 
programmes for 1936.-37. The Committee considered that this was a very 
important point and the Railway Board should take steps to see what they 
can do to secure greater accuracy in estimating~ 

• 
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13. Statement of 'U/Il-sanctioned expenditwe.-rf'he Committee noticed 
that this statement contained several items which had been outstanding for 
years. On going thro~gh the various items their general conclusion was 
that these items to()~ a very lo~g time to clear up, and they rlesirecl that 
the possibility of speeding them~ up should be examined. The Financial 
Commf.ssioner promised to do this and also to give an· explanation for the 
delay in each case in future appropriation accounts. 

T.he Committee then adjourned till 10-30 A.M. on Monday, the 26th 
August 1935. 
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Proceedings of the 16th meeting of the Public Accounts Oommittee held 
on Monday, the 26th August, 1935, at 10-30 A.M. 

PB.1!m1NT : 

The Ron'ble Sir JAJ(]!8 GRIGG, K.C.B., Finance Membe~, OkatrmGfI. 

Mr. B. DAS, M.L.A. 
Mr. S. SATYAMURTI, M.L.A. 
Professor N. G. RANoA, M.L.A. 

·Dr. THEIN MAUNG, M.L.A. 
Mr. J. RAMSAY SCO'l'T, ~I.L."A. 

Maulvi Sir MOHAMKAD Y AKUB, Kt., M.L.A. 
Captain SHEB MOHAHMAD KHAN, C.I.E., M.B.E., 

ML.A. 
Bhai PARMA NAND, lI.L.A. 
Dr. R. D. DALAL, M.L.A. 
Rai Bahadur Sir SATYA CHARAN MUKHERJEE, Kt., 

C:B.E., M.L.A. 

:Members. 

Mr. A. C. BADENOCH, C.I.E., I.C.S., Auditor Gene~al. }were also 
Mr. B. NEHRU, Director of Railway Audit. present. 
Sir ltUURlCE BRAYSHAY, Kt., Chief Commissioner of 

Railways. : 

lIre P. R. RAu, Financial Commissioner, Railways. 
Mr. T. S. SANKARA AIYAR, Director of Finance. 
Mr. V. S. SUNDA.RA.M, Controller of the Railway 

Accounts. 

Witne8se~. 

14. Unanticipated credits.-Under grant No. 5 there were unallti-
cipated credits to the extent of a bout 29 lakbs which were utilised for 
expenditure, and but for the utilisation of these credits a supplementary 
grant of about 23 lakhs frow the legislature would have been necessary. 
The Committee was informed that, according to the previous recommenda-
tion of the Public Accounts Committee, where substantial unanticipated 
credits are to be utilised to incur fresh expendIture, which would not 
have been incurred but for such credit~, the approval of the Standing 
"Finance Committee has to be obtained ; as grants were voted net, how-
ever, it was not constitutionally unlawful to appropriate unanticipated 
credits to increased expenditure. Under this grant it was not a case of 
incurring fresh expenditure which would not have been incurred but for 
the credits, but an excess over ordinary expenditure in the closing months 
of the year 'Which in the ordinary course would have led to an excess 
grant. The excess would have been 23 lakhs in an estimate of oyer 
30 crores. 

15. The Committee discussed with the Chief Commissioner the general 
administration of the Railways and their financial position, especially the 
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steps that 'might be taken to improve revenue, reduce working expenses, 
increase the faciliti~s for tbil'd-class passellgt:rs and to Jlleet the rail-road 
competition. 

16. While examining the financial position of some of the railways, 
the Committee was informed that the railways were at present granting 
certain special concessions as a result of the general policy of the G overn-
ment of India. The Committee desired to have a note from the Railway 
Department showing to what extent these concessions reduced the Rail-
way earnings. One instance of this is reducing the output of railway 
collieries to subsidise the Indian coal industry. The Committee was in--
formed that, if railway collieries were worked to their full extent, the 
railways would be able to produce coal at least as cheaply as the market 
rate, and thus avoid a loss on working of Railway collieries amounting 
roughly to about twelve lakhs. On the assumption that this statement ..", 
was correct, a considerable proportion of the members 0 fthe Committee 
expressed the opinion that railway collieries should not be so worked as 

. to subsidise the coal indust:ry. 
17. The Committee then went through the balance-sheets aild profit 

and loss accounts of railway collieries. They desired that the Auditor 
General should consider whether Lhe form in which these are at prc8cnt 
prepared could not be improved. 

18. The Committee desired t1;at the Railway Department should-
examine and send a note to the Committee to show whether there is any 
basis for the allegation generally made that the rates of freight at present 
charged operate in such a way as to help the export of raw materials ~d 
the import of foreign manufactured goods to the detriment of Indian * 
Industries. 

The Committee then adjourned till Tuesday, the 27th August 1935. 
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Proceedinp of the 17th meeting of the Public ACCOUDte Oommittee held 
'On Tuesday, the fith A,ugut 1936, at 11 DOOn. 

PB.1!:sl!oor : 
The Hon 'ble Sir JAMES GRIGG, K.C.B., Finance Member, CltatNJ&aft. 
Mr. B. DAB, M.L.A. 
Mr. S. SATYAMURTI, M.L.A. 
Professor N. G. RANGA, M.L.A. 
Dr. THEIN }lAUNG, l\I.L.A. 
Mr. J. RAMSAY SCOTT, !\tI.LA. 
Maulvi Sir MOHAM.MAD Y AQUB, Kt., M.L..A. 
Captain SHER }iOHAMMAD KHAN, C.I.E., lI.B.E., 

M.L.A. 
Dr. R. D. DALAL, M.L.A. 
Rai Bahadur Sir SATYA ClIARAN MUKHERJEE, Kt., 

C.B.E., M.L.A. 
1trIr. A. C. BADENOCH, C.I.E., I.C.S., Auditor General. 
Mr. B. NEHRu, Director of Railway Audit. 
Sir MAURICE BRAYSHAY, Kt., Chief Commissioner of 

Railways. 
Mr. P. R. &Au, Financial Commissioner, Railways. 
Mr. T. S. SL~KARA. ..A.rYAR, Director of Finance. 
Mr. V. S. SUNDARAM, Controller of the Raa"ay 

Accounts. 

.M.embers 

} 'Vere also 
present. 

1 (Witn_. 
J 

19. The Committee considered the :M:emorandum furnishl'd by the 
l\aihvay Board on the financial results of the electrification of the B. B. & . 
C. I. and G. I. P. Railways, and generally accepted the views of the 
IBoard about the financial effect of these schemes. They desired to have 
next year a similar report on the electrification of the South Indian Rail-
way. They then took up the quarterly statement of outstanding items. 
The Committee expressed the opinion that there was considerable delay in 
taking action on their recommendations and desired that ev-ery effort 
should be made to expedite their disposal. Special reference was made to 

c item (1), namely, concessions for military traffic, which has been out-
standing from 1928-29. 

20. The Committee then adjourned and agreed to meet some day 
during the session of the .Assembly to (''Onsider the draft report. 

L171FinD 18 

'4' 

• 

• • 
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• 

• 

APPENDICES. 

APPENDIX I • 
• 

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

PART fi.-Railways. 
[Quarter ending July 1935.] 
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Sta/.m&eftt skotiJing aditm taker& ~ propo8ed to be taken on recommendations, etc., 
disposed 

PART 11.-

Year Paragraph of 

J 
Serial of Report or Recommendations or suggestions. 

No. Report. Proceedings. 
I 
I 

1 1928-29 5 P. · . That the question of the continuance of special ratus 
1929-30 53 P. and concessions for military traffic obtained by 
1930-31 3 P (Item the Military Department from the Railways should 

No. SO). ba pressed to a conclusion as soon &8 possible. 
1931-32 8 R. 

2 1930-31 28 R. · . That the question of the permanent basis on which Worb 
1931-32 10 R. expenditure should be charged to Capital, to the De-

preciation Fund and to Revenue should be taken up 
immediately. 

3 1930-31 46 P. · . That some definite procedure calculated to obviate the 
1931-32 11 R. preeent delays in the apportionment of Joint Station 

expenses between railways should be laid down as 
soon as possible and that a memorandum explaining . the action taken should be placed before the Com-
mittee next year. 

4: 1930-31 63 P. · . That a rep'"lt on the extent to which it is found feasible 
1931-32 3 P. (Item to adopt variom suggestions of the Director of Rail-

No. 10). way Audit made in paragraph 28 of his Appropriation 
Report for 1930-31 with a view to (\xpediting the 
submission of monthly accounts should be furnished 
to the Committee. 

:; 1931-32 18 R. · . That the Railway Board should consider whether they 
could not obtain an annual report from all the rail-
ways showing agreements the conclusion of which 
was outstanding. 

6 1931-32 10 P. · . That a report regarding the Railway Schools should 
furnished to the Committee. 

be 

7 1932-33 9 R. · . That the propoeal regarding the method of calculating 
the contribution to the Depreciation Fund should 
be formally put to the Auditor General. and jf he 
is satisfied, effect should be given to it but a report 
should be JDade to the Committee. 

, 
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101M made by the Oemral Public Accmm18 Oommittee whick have not been finally 
~ . 

RAlLWAYS. 

Action tAken or proposed to be tAken. 

1---------------------------------
The matter is still under considerAtion. 

~e matter is under the considerAtion of the Government of India.. 

Neoesse.ry a.ction h&8 aJrea.dy been tAken in the mAtter &8 expl&ined in p&ra.gr&ph 255 of 
the Director of R&ilwAY Audit'~ AppropriAtion Report for 1932-33. 

The Director of R&ilwAY Audit has since &greed thAt the present &rr&ngements regArding 
the submission of monthly ACcounts &re quite 8&tisf&etory. vide p&r&grAph 270 of ~ 
AppropriAtion Report for 1932-33. 

The Re.ilwAY AdministrAtions concerned hAve been instructed to submit Annual reports of 
s.greements not fin&lly concluded At the end of e&eh fina.nci&l yea.r. The first series 
of such reports for the yeAr ending 31st Ma.rch 1934 W&8 received by the R&ilwAY Bo&rd 
and a.ction, wherever necesS&ry, was t&ken by them on these reports. 

Necees&ry instructioI18 on the lines of the Director, RailWAY Audit's suggestions, referred 
to in p&r&gre.ph 44 of his AppropriAtion Report for 1931-32, hAve sinoe been issued 
to RailWAY Administr&tioI18, vide RAilWAY BOArd's letter No. 1867-B., d.a.ted 30th 
November 1934 (Annexure). 

The Assembly Approved of the cAlcul&tion of contribution to the DepreciAtion fund at 
the rAte of 1/6Oth of CApit&l, in considering the Budget for 1935-36. 
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AIOfUl1BB. 

LETrER FROM THE GoVERNMENT OF llmIA, RAILWAY DEPARTMENT (RAILWAY 
BpARD), TO THE AGENTS OF CLASS I RAILWAYS, No. 1867-B., DATED THB 
30TH NOVEMBER 1934. 

SUBJEOT.-Treatment of Gt-ants made by Local Governments to Railway schools 
in the RailvJay accounts. 

It has been brought to the'notice of the Railway Board that the procedure 
obtaining on railways in accounting for grants made by Local Governments to 
Railway schools is not uniform. In some cases these grants are treated as 
reductions of expenditure, while in others, the accounts of these schools are 
kept outside the Railway accounts, only the amount of net grant paid by the 
Railway being shown as an item of expenditure in the Railway accounts. 
In the latter case, expenditure which ought to have been included in the 
accounts and the appropriation accounts of the Railway is kept outside Railway 
accounts and accounted for as the expenditure of a private body. 

2. The~ correct procedure that should be followed ~ such cases is as 
follows :-

The expenditure on Railway schools proper should be provided in gross in 
the Demands for grants, the amount received from the Local Governments 
being deducted therefrom, provided the amount is received in the same financial 
year. Grants 'received after the close of the financial year should be treated 
as receipts and the same treatment should be accorded to fees recovered from 
the pupils. - • 

In the case of other schools run by Local Governments or private bodies 
to which grants in aid are given by the Railway (Railway aided schools) the 
grant given from the Railway funds should be treated as expenditure. 

3. I am directed to request that the correct procedure as outlined above be 
followed with effect from the accounts of the year 1935-36, and this should be 
taken into account when the budget estimates for the next year are prepared. 
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APPENDIX II. 

LF.TTER FROM Sm ERNEST BURDON, K.C.I.E., C.S.I., I.C.S. AUDITOR 
GENE&A.L IN. INDIA, TO 'IRE SECRETAR,Y TO THE GOVERNMEN'I' OF INDIA, 
FINANCE DEPARTMENT, No. 193-REP.17-35, DATED THE 22ND JUNE 1935. 

SUBJECT :-Appropriatwn Accounts (Ratilways) 1933-34 and the Audit 
Report 1935. 

W·ith reference to rule 15 (1) of the Auditor General's Rules framed 
UlJder Section 96 D (1) of the Government of India Act, I have the honour 
to transmit herewith two copies of the Appropriation Ae~oWlts or the 
Railways in India for the year 1933-34 together with two. copies of the 
Audit Report prepared by the Director of Railway Audit, for submis-
sion to the Committrf' 011 Public Arconuts and for necessary action by 
tre Government of India. 

2. 1 have the honour also to transmit herewith two copies of the 
,Review of the aboye Appropriation Accounts prepared by the Financial 
Commissioner, Hailways, together 'with two copies each of the Capital 
Statement, Ba1ance 8heet and Profit and Loss Accounts of Railways in 
India and of Balance Sheets and Pl·ofit and Loss Accounts of Railway 
Collieries for 1933-34. 

3. Financ:al C o'J1l,m,is~ioner' s Review.-The Financial Commissioner '8 
present Review approaches much more nearly than his laSt to the model 
which has been generally agreed upon in discussions which have taken 
place in the Public Accounts C<.mruitiee in recent years ; and I wish to 
expres..'i my appr~iation of the trouble which the Financial Commissioner 
has taken to adapt the Rev:ew both in form and in substance to the re-
quiremnets of my Department and of the Public Accounts Committee, and 
also to produce it at an earlier date. At the same time I think it is 
possible for the Review to be stiH further improved, and in this connection 
I wish to refer to what is said in paragraphs 3 and 4 of the Audit Report. 
As the Director of Railway Audit has indieated, Chapter I of his report 
contains a number of comments on defects in budgeting, and en various 
defects al~o in current control of expenditul'e, as revealed by appropria-
tion audit, which to the extent that they are of importance would haye 
proceeded more suit.ably from the Financial CommiSf\ioner himself as the 
controlling officer, and might properly have found a place amongst other 
oomments of a similur character which he has actually included in his 
Review. I presume the Financial Commis..~oner will now consider these 
com men ts, particularly those in paragraphs 11 to 22 of the Report, and 
will be prepared to furnish further explanation if this should be desired 
by the "Public Accounts Committee. 

Ag.a.in, while the ~'inancial Commissioner's Review was rece: ved by 
me on the 29th '().f April, the Appropriation Accounts themselves were not 
received by me until the 3rd of May 1935 as against the prescribed date, 
the 15th of April 1935. I trust that it will be possible to avoid in future 
similar dela~r in the submission of the Appropriation Accounts, as such 
delay is liR ble to react unfavourably on the prepamtion of his Review by 
the Financial Commissioner and on the preparation of his Audit RepoTt 
by the Direc~r of Railway Audit . 

• 



4. Excesses and Irregular Bsa.ppropriatiofts.-The excesses which 
occurred over the final Rppropriations aDd whieh require to be regularised 
by the vote of the legislature in the case of voted expenditure, and by 
formal sanction by the Governor General in Council in the case of non-
voted expenditure, are set forth in Section III of the' Finan('ial Com-
missioner's Review. 

The irregular reappropriations which require to be brought to the 
notice of the legislature are stated in paragraph 82 of the Review, 
the Director of Railway Audit '8 comments being in paragraphs 33 and 34 
of his report. 

5. Railway Fi'TW/nCe.-Tke general position.-In paragraph 42 of 
his Review the Financial Commissioner expresses regret that it has 
not been possible to proceed much further with the examination 
of various important questions essential to a proper financial settle-
ment for Railways, such as the correct amount to be set aside for depre-
ciation, the~principleB of allocation of expenditure between capital and 
revenue, and the amortisation of railway capital at charge. In para-
graph 9 (b) of my letter submitting the Railway Appropriation Accounts 
for the year 1930-31 I drew attention to certain paragraphs (paragraphs 
208-213) of the Audit Report which discussed disquieting tendencies 
towards over-capitalisation~ and I emphasised the necessity of immediate 
examination of the problem so that Goyernment should be prepared with 
a well-considered scheme in connection with the setting up of a Railway 
authority under the new constitution. Tn paragraph 28 of their report 
on the Appropriation Accounts of 1930-31 the Public Accounts Committee 
stressed the necessity of early decision on the various problems thus 
indicated. The tendellcies tm;'ards over-capitalisation that were brought 
to notice three years ago are still in operation, and during these three 
years net Railway earnings ba'\e failed to meet interest charges by 27.a9 
crores. Evidences of improvement are unhappily still uncertain. In 
the meantime, the preparation of the scheme f'Or Railways under the new 
constitution must be in an advanc('rl stage, while, according to the 
admission of the Financial Commissioner, Railways, the complieated 
financial problems connected with this scheme are still far from settle .. 
ment. This is a position which seems to me to be exceedingly unsatis-
factory. 

~. Financial Administraiion.-The following are individual matters 
relating mainly to the subject of Uallway financial administration which 
appear to me to be of more than ordinarY interest and to which the 
attention of the Public Accounts Committee ;laY be specially directed :--

(i) Paragraph 58 of the Audit Report.-An irregularity in accounting. 

~ii) Paragraphs 59 and 60 of the Audit Reporl.-Two important cases 
rela~mg to the ~oeation of expenditure on rolling stock which I brought 
specially to notice last year, and which have not yet been finally settled. 

(iii) Paragraph 62 of the Audit Report.-Loss on the abandonment (}f 
the Dacca-...irieha Railway project. 

. (iv) Paragraph 8.1 of the .Aud-it Report .-Payment of interest by one 
R·ailwuy to anQther on the cost of wagons which are either no longer in 
existence or no longer in use. 
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(v) Parag,.aph 88 of the Audit Beport.-Breach of orders in relation 
to -an important contract. 

(vi) Paragraph 111 of the Audit Reporl.-·Loss on purehase of iron 
obtained from England. 

(vii) Paragraphs 112 to 114 of the Audit Report.-Irregnlarities and 
errors in the East Indian Railway Stores Accounts. 

(viii) Paragraph 132 of the Audit Report.-Shortage in stock of 
scrap material. 

(ix) Parayraplt 133 of the Audit Report.-Shortage in stock of teak 
wood logs. 
i (x) Paragraphs 1/15 to 138 O'f the Audit Report.-DefectB in or non-

: enforcement of agreements. 
(xi) Paragraph 148 of the Audit Report.-Loss due to failure of an 

accounts office to recover charges due. 
(xii) Paragraph 170 of the Audit Report.-Fraud in an accounts 

office. 
(xiii) Paragraph 177 of the Audit Report.-Loss due to an accounts 

office omitting to submit bills. 
(X1'V) Paragraph 193 of the Audit Reporl.-Consequences of postpone-

ment of expenditure. 
7. The generaJ conclusion which may be drawn from the Audit 

Ueport taken as a whole is that, due regard being paid to the magnitude 
and variety .of the financial transactions which are involved, the standard 
of financial control attained by the Railway Administrations and the 
Railway Board may be said to be adequate. 
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M:emorancium by the Railway Board on pa.r&gl'aph 109 of the Director 
of Railway Audit '8 Audit Report on the ACCOllD:ts for 1933-34: 
regarding Irregular Balances under the WorkBhop llanafacture 
Suspense Account on the North Weltern B.a.i.lway. 

hxpenditure incurred in railway 'Workshops is ordinarily debIted to a 
, suspense ' head in the first instance, this head being cleared gradually by 
tIL,· tl'an~fer of the relative debits to the departments for which the \'!Jrk 
is done. One of the important items of work done by the railway work-·. 
sho~ U3 ibe manufacture of duplicates and other materials for the Stores 
and other departments of the railway. As supplies were m:ide of the 
manufae:.tured articles from time to time to the departments concerned, . 
the sUbpense head is cleared by the transfer of a corresponding debit fit 
an estimated rate called the ' issue rate '. 

2. Under an ideal system of costing, the balance at a given moment 
under the head • Workshop suspen&e ' should represent the value of the 
Rl'tic1eb ill the cuurse of manufacture in the workshop, at that point (If 

time. tile value including not only the cost of the materialB but thc lb bour 
alr<>-a,l,v spent on them up to the given point of time. This, however, is 
only a theoretical ideal; and even witlr an elaborate system of oosting~ 
, inefticient ' balances under the head' \Vorkshop suspense' are incvltablt~, 
that is to say, the book balances under' Workshop suspense' would differ 
tt' sorn£, extent-though only slightly-from the actual value of thc mate-
rials in the course of manufacture. 

a. If issue rates are revised at sufficiently frequent intervals in 
accol'd~mce with the varying costs of production, the ' inefficient' balance 
will naturally not be very large. A suitable workshop accounts proce(~ur~ 
ought to provide for the periodkal examination of costs and the COIl~
quent revision of rates and the adjustment of already accumulated-·esti-
ruated·--' inefficient' balances. But where costs are not 80 reviewed or 
rcvio;ed for a fairly long time and periodical adjustments of cos~ not 
made, the' inefficient' balances accumulate to large figure. When the 
figures bO accumulate, the exact a&certainment of these 'ineffieient' 
balances, is, a matter of difficulty, since it necessitates a carcful litock-
taking of the articles in the courr,e of manufacture in the work~hops and 
the appra.iKement of the value of the materials and the labour already 
consumed in those articles. Apart from the large staff required for the 
purpose, &uch verification would seriously interfere with the noruqt! 
'Workin~ of the ;.:hops. 

4. On the North V-r eJo;tern Railway owing to failure to analyse and 
fldju~t • inefficient ' balances for several years, the balances under 
~ \Vorkshop slliIpense' rose to an unusually large figure which clearly 
indicated, even without a stock-taking that a large part of it was 
I inefncient '. A survey of the workshop undertakeI\ rluring the Christmas 
boJidays of ] 932 revealed that the inefficient balances were of the order 
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of .Us. 5 la1ms ; and as a result of further investigation the figure wa§ 
estImated at Rs. 4,75,747 as detailed below :_ 

(a) Manufacture of material for Stores Depart-
ment on account of duplicates required 
for locos. and carriages .. 

(h) Manufacture of material for other branches 
as per stores work orders 

(c) Re~airs to Springs received from the divi-
810ns 

(d) Differfnce between actual freight and that 

US. A. P. 

4,83,556 14 f) 

36,476 0 0 

- 9,350 2 0 

debited to works at fixed rates - 34,935 ~ 0 

Total 4,75,747 4 0 
5. The most important cause which led to the accumulation of such a 

large jnefficient balance w:as the failure to revise issue rates for a long 
period but there were other contributory causes also, such as failure to 
, reconcile' different sets of figures, incorrect adjustments (including 
o1J1issio118 to make adjustments), the retention of materials in the shop~ 
both manufactured and un-manufactured, both serviceable and unservice-
able and also, to a small extent, which can be traced, embezzlement of 
wages and theft of materials. An elaborate analysis was made by the 
Chief ... \ccounts Officer in the course of 1933, as a result of which several 
irregularities of procedure came to light, all of which had contributed 
t.o the largf figure. Adequate steps have since been taken to set right the 
val'iou~ defects in procedure that came to light and instructions have 
been issued to the Accounts Officer in charge of the workshop to submi1 
a detailed report to the Chief Accounts Officer annually as the result of 
the review of the balance on 31st December each year. Necessary action 
ha~ also been taken duly on the cases relating to embezzlement of wages 
and t.heft of materials. 

6. 11he Railway Board have examined the whole position in consul-
tation with the Controller of Railway Accounts and have brought to the 
notice of the Agent the various directions in which, in their view, there 
has been lack of check and supervision. They asked the Agent to 
examine the matter further in consultation with the Chief Accounts Officer 
and submit a report on the subject, indicating therein what disciplinary 
action has been or is proposed to be taken to bring home to the empl0yees 
concerufd the serious failures in essential and fundamental checks. The 
reply has been received and is under consideration. 
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APPBBDIX IV. 
rJETTER FROM THE GOVERN:ME..""lT OF I!NDrA, 'RAILWAY DEPARTMENT (RAILWAY 

BOARD), TO THE AGENTS, ASSAM BENGAL, BENGAL AND NORTH 
WESTERN, BENGAL-NAGPUR, BOMBAY, BARODA AND CENTRAL INDIA, 
BURMA, EASTERN BENGAl.!, EAST INDIAN, GREAT lNl>UN PENINSULA, 
MADRAS AND SOUTHERN MAHRATTA, NORTH WESTERN, ROHILKUNJ) AND 
KFMAON AND SOUTH INDIAN RAILWAYS; THE MANAGER, JODruL~ 
RAILWAY; THE AGENT, H. E. H. THE NIZAM'S STATE RAILWAYS 1 THY 
CHIEF MINlNG ENGINEER, RAILWAY BOARD; AND THE CENTRAL PUBLI-
CITY OFFICER, INDIAN STATE RAILWAYS, No. 1728-B., DATED SIMLA, Tl.IF 
21ST AUGUST 1935. 

Railway Appropriation Accounts for 1933-34 a'ltd the Directo-r of Railway 
Audit's report thereon. 

I am directed to draw your attention to the Auditor Gelleral '8 
remarks on the report of the Director of Railway Audit on the! appro-
p:w:-iation accounts of Railways for 1933-34 (Appendix II). The Railwa:: 
Board are glad to note, and they have no doubt your administration ,.ill 
appreciate the general conclusion drawn by him in the last paragraph of 
hi.s letter which runs as follows :-

"The general conclusion which may be drawn from the A nilit 
Report taken as a whole is that, due regard being paid to 
the magnitude and variety of the financial transactions which 
are involved, the standard of financial control attained by the 
Railway Administrations and the Railway Board may be s:,id 
to be adequate." 

2. 'Vhile the Board have no doubt that you have already carefully 
studied the report of the Director of Railway Audit and taken all steps 
necessary to apply to your railway the lessons to be learnt from the various 
case.~ of irregularities mentioned therein, they desire to draw special 
attention to a few points which they consider important : 

Paragraphs 11 to 22 ; 29 to 32 ; .,4 to 37 ; 39 to 45 and 46 to 34. 
B'udgetting and control of expenditure.-The Board trust that steps will 
be taken to eliminate, as far as possible, the defects brought to notice, 
surh as the omission to provide in the budget for certain fixed and recur-
ring charges, failure to distribute final allotments over sub-heads of grants, 
irregular reappropriations, changes in classification and wrong booking of 
expenditure. 

Paragraphs 7,1 to 76. Expenditure on new equipment.-AttentioJ1 is 
dra'wn to the instructions issued on the' subject in Railway Board '8 letlel:' 
No. 331256-8., dated 8th July 1933. The Board trust that these instruc-
tionf: are now being carefully followed and that new equipment sod 
appliances are not obtained in large numbers or quantities without. the 
administration completely satisfying itself as to their suitability for the 
pm"pose for which they are intended. 

Paragraphs 82 and 83. Incurring of expenditure on behalf of ofhe .. 
fJepartmcnts.-The Board consider it important to ensure that, before any 
JVork which involves a recovery of a portion or the whole of it from another 
iepartment of Government is undertaken the approval of that department 



should be obtained to the full extent of their liability in the matt~r, just 
as in the case of private bodies the amount involved is recovered in 
advance. 

Paragraphs 85 and 88. Contracts.-The Railway Board consider that 
the fundamental precaution to be taken in arranging for the execution of 
works on contracts cannot be too strongly and too frequently impressed 
on all the officers concerned, namely, that no contractor or contractore 
should, except in a case of extreme urgency, be allowed to commence ihe 
work' to be entrusted to them without a definite understanding in writing' 
as 10 the terms (including the description of the work to be done, the rates 
at which they are to be paid~ etc.), on which they are to execute the work. 

Paragraphs 90 to 97. Employment of staff on works other than th,os~ 
to whh:h their pay is charged.-The Railway Board regret to notice [rom 
the report of the Director of Railway Audit that this irregularity has nOl; 
disappeared entirely. 

Paragraphs 108 and 109. Inefficient balances in workshop accounts.-
Thc Railway Board regret to note that large inefficient balances were 
allowed to accumulate in the workshops of certain railways without special 
~teps heing taken by the executive and accounts departments to analysa 
them, to ascertain the causes which led to them and to devise methods of 
avoiding a recurrence. The main causes for such accumulation were, it is 
observ(ld, 

.- -

(a) want of proper care and watchfulness in the fixing and revi-
sion of rates for outturn from workshops, waste, scrap, dc., 
from time to time, 

(b) initiating a vital change in the accounts procedure without the 
necessary accounts, assistance and supervision, 

(c) the undesirable practice of manufacturing articles in excess (If 
requirements, and 

(d) the ubsenee of the fundamental check of issues from one 
~partment with the receipts in the department to which rhe 
issues were made. 

Tht Railway Board desire to impress on Railway Administrations the 
necflssity of haying a frequent examination ma.de of the state of the 
sllspense balances in their workshops. 

Paragraphs 112 to 114. Stores accounts.-The serious irregulbrities 
disel()sed in these paragraphs were apparently part of the general and 
prolonged disorganisation of stores accounts on the East Indian Railway, 
and can, the Board trust, be taken to be far from typical of the state of 
affairs on railways generally. Nevertheless they desire to draw thf' atten-
tion of all railways to the serious consequences that may ensue by initial 
neglect of prescribed procedure and the failure to take timely action. It 
will bf' observed that the serious differences that were allowed to accu-
lfiul:tte between the balances of stores on the general books of the accounts 
office and the balances on the books of the executive officers were due to 
the failure for a considerable period to reconcile these balances and to 
nUtintain correct price ledgers and check them properly at periodical 
intervals with the results of stock-taking. 
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Pa'·ag,.apAs 115 to 129. Pu,.chase of Bto,.es.-Some of these cases 
show a regrettable want of co-ordination in the preparation of indents 
between the department requiring the stores and the department responsi-
ble for their purchase. Others show an equally regrettable failure to 
ll1ake 8 careful estimate of requirements before making a· purchase. The 
Railway Board trust that as a result of the instructions contained in their 
letter of 10th November 1934 there will be few or no such cases in future. 

Pa,.agraphs 137 and 138. A1Wti01l sales of sc,.ap th,.ov,git au.c-
ti(lncr.r:;.-The Railway Board trust that adequate steps are now· being 
taken 1.0 safeguard tile interests of the railway and to ensure that money 
dur tc the railway is paid promptly and that the scrap sold is not 
crdinarily handed over before the price is received by the railway. 

Paragraphs 172 and 173.-The Railway Board trust that railway 
administrations are taking steps to settle outstanding questions as speedily 
as pOClsible. 

No. 1728-B., DATED THE 21ST AUGUST 1935. 

Copy forwarded for information to the Chief Accounts Officers, East 
Indian, Ea.stem Bengal, Great Indian Peninsula, North Western and 
Burma Railways, Director, Railway Clearing Accounts Office, Controller 
of Railway Accounts, Director of Railway Audit, the Auditor General 
in India and the Finance Department. 
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UPBlfDIX V. 

Report by the Railway Board on the financial results of the elect,rifications 
. ·01 the Bombay Railways. 

The attached statements which have been prepared in consultation 
between the Railway Administration and the statutory auditor concerned 
show the financial results of the electrification schemes on the Great 
Indian' Peninsula and Bombay, Baroda and Central India Railways for 
the years 1930-31 to 1934-35. These have been prepared on the same 
basiB as those which were prepared by Mr. Nixon as Director of Railway 
Audit in October 1933, and were placed before the Public Accounts Com~ 

. mittee last year. The figures for the Great Indian Peninsula Railway 
show the result of all the schemes in a consolidated form as they are inter~ 
dependent. 

2. The figures for the two railways are summarised below :-

--
Great Indian Pentn8ula. Bombay, Baroda. and C',entra.l 

India.. 

Traffic in Perrenta.ge Traffic in I Perrentge 
train of net savings train of net savings . miles. on net miles. on net 

outlay. outlay. 
Lakhs. Lakhs. 

E stimate · . · . 65·40 10·51 16·60 16·93 

1 930-31 · . · . 42·50 4·80 14·28 10·35 

1 931-32 · . · . 41·87 0·37 13·43 I 10·96 

1 932-33 · . · . 4.1·21 5·23 12·56 1l·62 

1 933-34 · . · . 41·85 4·90 14·00 13·43 

1 934-35 · . · . 41·80 4·42 14·07 15·54 
• 

3. On the Great Indian Peninsula Railway the decrease in the per-
centage in 1933-34 is due to certain adjustments between capital and 
revenue, and expenditure incurred for the first time on the normal periodi-
cal overhaul to electric locomotives. In 1934-35 the expenditure on over-
hauls and repairs increa~ed. 

4. The more fayourable results obtained on the Bombay, Baroda and 
Central India Railway as compared with the results on the Great Indian 

• 
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Peninsula Railway are due to the fact that the gross capital expenditure 
in the former case was reduced to a . much larger extent proportionately 
by the credit for the steam stock released. The actual value of this has 
proved to be even larger than was originally estimated. 

5. The percentages given above have been worked out after taking the 
net outlay as equivalent to the gross outlay reduced by the cost of steam 
stock released because of the electrification and also by the extra outlay 
that would have been required for increasing traffic if no electrification 
had been carried out. This last is, as pointed out in last year'8 memo-
randum problematical. Increased traffic has not materialiBed to the extent 
anticipated and it is possible that some part of the estimated saving 
should be neglected. If the whole of it is neglected, the percentages will 
be as follows :- . 

Great Indian Bombay, Baroda and 
Peninsnla. Central India. 
Per cent. Per cent. 

1930-31 3·12 3·18 

1931-32 3·68 3·46 

1932·33 3·49 3·77 

1933-34 .. 3·24 4·61 

1934-35 2·87 5·68 

6. As was pointed out last year,. the real percentage of net savings 
for each railway probably lies between the figures in paragraphs 2 and 6 
and, in all probability, more near the former than the latter. In both 
cases it is reasonably certain that extra outlay would have been necessary 
in any case even if electrification had not been introduced, in order to 
improve the capacity of the line, though it is not now possible to state 
with any degree of accuracy the number of additional steam locomotives 
which it would have been necessary to purchase immediately. In the case 
of the Bombay, Baroda and Central India Railway, for example, it would 
have been necessary in the absence of electrification to quadruple the line 
and the cost of this would' have been so high as to be prohibitive. It has 
been estimated that, though the additional expenditure for additional 
steam stock would not all have been spent at once and some portion of it 
could have been deferred until the full increase in traffic was in sight, 
land for additional track facilities required for steam working would 
certainly have been required at once and the cost would not have been less 
than a crore of immediate expenditure and might have been considerabh-
more. There would a.l8o have been a considerable expenditure necessarY 
on the renewal of the existing stooke The estimate, therefore, of expendi-
ture avoided by electrification is more likely to be an under than an over 
estimate. 
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STATEMENT' A '. 
j'inancial 'reSlllts of the Great Indian Peninsula Railway ElectrificatwH 

Schemes. =0_ 
~ ~ ~. Actuals including percentage cut. 
r!I~j 

~ § as ----------------= .... "0 S .§ 13 ~.~ 1930-31. 1931-32. 1932-33. 1933-34. 1934-36. 
~ ~ ... III 
IIlrl.l~r.:l 
~ 2 345 6 7 

Partioulars. 

1 ---------------------1-----1-----11------1---- -----1----
1. Tr&ffio in lakhs of' train m.ilee 

(Steam) . . . . •. 

2. Gross outlay on electrification 
3. If no electrification estimated 

extra steam outlay for in-
creased traffic . . .'. 

4. Cost of steam stock released 
because of electrification .. 

5. Net outlay on electrification 
(item 2-item 3-item 4). 

6. Cost of Steam Working, i. e., 
working expenses excluding 
depreciation . . . . 

~ • Cost of Electrical Working. i.e., 
working expenses 'excluding 
depreciation . . . . 

8. Grosa savings in Working 
Expenses due to (electrifica-
tion (item 6-item 7) .. 

9. Depreciation on groBtl' outlay 
on Electrification . . . . 

10. Depreciation on Steam Oulay 
avoided . . . . . . 

11. Increase in annual deprecia-
tion due to Electrification 
(item 9-item 10) . . . . 

12. Net savings on working ex-
penses due to Electrifica-
tion) (item 8-item 11) •• 

13. Peroentage of grasa savings on 
gross outlay 

(Item 8 X 100). 
(item 2) •• 

14:~ Petcentage of grosa savings 
including depreciation on 
electrical asaet.8 only-

(Item 8-9 X 100) 
# Item 2 .. 

15. Percentage of gross savings 
on net outlay-

(Item 3 X 100) 
Item 5 

16. Percentage of net savings on 
grosa outlay 

(Item 12 X 100) 
Item 2 

17. Percentage of net savings on 
net outlay-

(Item 12 X 100) 
Item IS .. 

L171FinD • 

55·40 42·50 41·87 41·21 41·85 
In lak hs of RL 'lees. 

950·90 942·65 953· 93 959·72 959·78 

175·93 175·9~ 175·93 175·93 175·93 
• 

254·71 172·98 172·98 172·98 172·98 
520'26 593'74 605'20 610'81 610'87 

158·54 lI6·38 lI4·65 lI2·85 114·60 

87'52 72·85 66·83 65·08 68·81 

71·02 43·53 47,82 47·77 45,79 

27·20 23·82 24,12 24·66 24·67 

10·88 8·81 8·81 8·81 8·81 

16'32 15·01 15·31 18·85 15·86 

54·70 28·52 32·51 31·92 29·93 
P ercenta gas. 

41·80 

959·20 

175·93 

172·98 
610'29 

lI4'46 

71·67 

42·79 

24·65 

8·81 

15·84 

26·95 

7·47 4·62 5·01 4·98 4·77 4·40 

4·61 2·09 2·48 2·41 2·20 1·89 

13·65 7·33 7·90 7·82 7·50 7·01 

5·75 3·03 3·41 3·33 3·12 2·81 

10·51 4·80 5·37 



:Financial results of Suburban Electrification of the Bombay, Baroda and 
Central India ·Railway. 

. 

Estimates Actuals Aotuals Actuals 
No. Partioulars. 1931-32. 1932-33. 1933·N. 1934-36. 

1 Traffic in lakhs of train miles (Steam) 16·60 12·56 14'00 14·07 

(Lakhai> ~Rupeea.) 

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

3 If no electrification, estimated extra 
steam outlay for increased traffic .. 72·00 72·00 72'00 72·00 

4 Cost of steam stock released because 
of electrification ..• · . · . 50·00 68·79 68·79 68·79 

IS Net outlay on Electrification (Item 2-
Item 3-Item 4) · . · . 82·28 62·11 62·11 82·11 

6 Cost of steam working-working ex-
pell8el!l excluding depreciation .. 37·55 25·82 28·78 28·92 

7 Cost of Electrical working-working 
expenses excluding depreciation .. 21·16 16·73 18'57 17·40 

8 Gross savings in working expenses due 
to Electrification (Item 6-Item 7) .. 16·39 9·09 10·21 11·62 

9 Depreciation on gross outlay on Elec-
trification at 3 per cent. (Item 2) .. 6·12 6·09 6·09 6·09 

10 Depreciation on steam outlay avoided 
at 3 per cent on items 3 and 4 .. 3·66 .·22 4·22 4·22 

11 Inerea.se in annual depreciation charges 
due to Electrification (Item 9-
Item 10) " .. .. 2·46 1.·87 1·87 1·87 

12 Net savings in working expenses due to 
Electrification. (Item8-Item 11) 13·93 7·22 8·34, 9·86 

Perc entapa. 
13 Percentage of groM savings without 

anowing for depreciation on gro. 
tIa (Item 8 X 100) · . 8·02 4·48 5'03 0·68 ou y I 2 tem . 

l3A Percentage of groM savings (after 
allowing for depreciation on electri-
cal outlay) on groBS outlay 
{Items 8-9 X l00} · . · . 0·03 1·48 2'03 2·68 

Item 2. 
14 Percentage of groM savings on net 

utla (Item 8 X 100) · . · . 19·92 14·63 18·" 18·66 o y Item O. . 
15 Percentage of net savingB <after allow-

ing for depreciation) on gross outlay 
(Item 12 X 100) · . · . 8·82 3·68 4'11 "78 Item 2. 

18 Percentage of net savings (after anow-
ingford~eciation)on net outlay 
(Item 12 X 1(0) · . · . 16·93 11·62 13'43 16·M Item 5. 

17 Percentage of net savings (after allow. 
ing for depreciation on actnal glOM 
outlay(of 202·90) with traffic of 
18·60 Iakha train milea · . · . 8'88 4·70 ,·87 6·82 

• 



APPENDIX VI. 

Memorandum by the Railway Board on the enquiry conducted by Mr. 
F. A. Pope. 

To ascertain whether further economies were possible on Indian. 
Railways, the Government of India obtained, by the kindness of the 
London Midland and Scottish Railways, the services of 1tlr. Pope, General 
Executive Assistant to the President of that railway. Mr. Pope who had 
been closely in touch with the various processes of rationalization put into 
practice in recent years on the London Midland and Scottish Railway 
was in India from December 1932 to February 1933. 

2. In view of the shortness of Mr. Pope's visit, it was decided that 
he should concentrate his attention on the Great Indian Peninsula Railway 
and inaugurate a detailed analysis of important activities of railway 
operation-" j:ob analysis "-on that line. It was arranged to associate 

. with him certain officers of. other railways who could observe his methods' 
and, if necessary. continue the investigations after his departure from the 
country. The following were the officers selected for the purposes :-

Mr. J. A. Bell, Divisional Superintendent, East Indian Railway. 

I.Jt.-Col. C. ~'. Carson, R.E., Divisional Superintendent, North 
Western Railway. 

Mr. R. C. Case, Deputy Transportation Superintendent, Great 
Indian Peninsula Railway. 

Mr. G. S. G. Higginson, District Transportation Officer, Bengal 
Nagpur Railway. 

l\Ir. G. A. R. Trimming, Deputy Chief Mechanical Engineer, East 
Indian Railway. 

3. l\Ir. Pope and these officers worked on the Great Indian Peninsula 
Railway during the months of January and part of February 1933. By 
thc end of February~ l\Ir. Pppe presented a report to the Railway Board, 
copies. of which are in the IJibrary of the Legislature. In his covering 
letter, which is printed at pages vii and viii of the Report, Mr. Pope 
pointed out that already a large number of economies had been effected on 
Indian railways and there· were no big individual economies left except 
the better use of locomotive power, and possible further amalgamation of 
railways, both of which are now under separate consideration. He, how-
ever, was emphatic.aIly of opinion that considerable savings would be 
found possible if a detailed analysis of every operation conducted on a 
railway "job analysis" were undertaken. For this purpose, he -
pointed out that it was necessary to have a continual organised research 
and investigation. 

4. In accordance with this recommendation, which is further elabo-
rated on page iv of the Report under the t, Summary of conclusions and 
recommendations ", it was decided to start job-analysis on all State-
managed Railwa;vs, and the State Railway officers who were originally 
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associated with Mr. Pope were selected to carryon the various investiga-
tions. IJater similar organisations were started on most Company-
managed railways as well and at the present moment such organisations 
exist on ten railways, as shown below :- · 

Railway. Officer appointed. 

E. I. Railway Mr·J·4·Bell .. 
N.-W. Railway Lt.-Col. F. C. Carson 

G. I. P. Railway Mr. R C. Case .. 

E. B. Railway Mr. G. A. R. Trimming 

• B. N. Railway Mr.G.S.G.H~n 

Burma Railways Mr. W. J. Air .. 
A. B. Railway Mr. Prendergast .. 

B., B. &; C. I. Railway Mr. B. C. Covell 

Y. &; S. M. Railway .. Mr. C. H. C. Bowen 

S. I. Railway Mr. C. Middleton 

Substantive position. 

Divisional Superintendent 

Ditto 

Deputy Transporation 
Superintendent 

.. Dy. C. M. E., E. I. R. 

Dist. Tran8pOration Officer 

Asstt. Engineer .. 

Personnel Officer 

Dy. Agent (Senior) 

Diet. Engineer .. 
Diet. Engineer 

Date of 
appoint-
ment. 

1-3-1933 

1-3-1933 

1-3-1933 

1-3-1933 

1-4-1933 

15-5-1933 

3-7-1933 

2-10-1933 

28-10-1933 

1-5-1933 

5. These officers continue to draw, while engaged on this work, the 
pay which they otherwise would have received. They have, since their 
appointment. organised a small staff to assist them in their operations. 
On some railways it has been found necessary to have an additional officer 
to assist in the investigation. The total cost involved during 1933-34 is 
estimated at B.s. 3 lakh.s. 

6. When this research work was initiated, the Railway Board asked 
Railway Administrations to report progress every six months to indicate 
what economies had been recommended by these officers. The first six 
monthly progres.'1 repom from the important State Railways have now 
been received and show that, while the research work is only in its initial 
stages, the analyses already undertaken cover a large variety of railway 
operations ; including, indeed, such widely diverse matters are administra-
tive organisation, intensive use of locomotives, reduction of shunting 
charges, savings in shed maintenance, painting of structures, reduction 
in the use of stationery, bigger loads of trains, improved routing of 
traffic, better utilisation of scrap, and many others. Moreover, on the 
principle of no saving being too small to be ignored, small economies have 
been suggested in such items as the proceSli! of copying correspondence~ 
the clearing of points, the use of lights and fans, and even in the curtail-
mfnt of number of newspapers taken. So far as can be gauged at present, 
it is apparent that substantial savings in working expenses may be anti-
cipated from the work now being carried on by these officers, justifying 
the small spe<>ial research organisations which have beetl set up on caeh 
l"ailway. Brief particulars of the savings anticipated ()D the four State-
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managed railways shown in their first SIX monthly progress reports are 
given below :-

(a) OR the East Indian Railway it is anticipated that, in connec-
tion. with only 9 items of railway operation, savings amount-
ing to Rs. Ii lakhs have been effected during 1933-34 and 
it is hoped that this may increase to two lakhs in 1934-35. 
In addition, 26 other items are still under investigation anll 
if the savings anticipated on these materialize they will 
amount to about 3~ lakhs. 

(b) On the Great Indian Peninsula Ra,ilway altogether 64 different 
items of operation have been analysed, and the possible 
savings up to September 1933 are placed at 2i lakhs, which 
it is anticipated may increase to 6i lakhs during the whole 
year. It would, however. be optimistic to assum~ that the 
administration will benefit to this extent immediately as the 
powers of retrenchment must, to some extent, be gradual. 

(c) On the North 1Vestern Railway some 11 different items of ope-
rations have been analysed but as these have been conducted 
at many different stations (as for instance shunting costs, 
shed maintenance, etc.), the aggregate number of analyses 
undertaken up to the submission of the progress report 
amounts to no less than 78. If all the recommendations are 
finally accepted the savings estimated on an annual bash; 
would amount to, 12 lakhs ; of this amount already 51 lakhs 
have been accepted as attainable by the departments con-
cerned. It is estimated that during the year 1933-34 Ii 
1akhs may be saved. 

(d) During the first six months of " job analysis" <>n the Eastern 
Bengal Railway a large number of detailed analyses have 
been carried out covering operations in the lfechanical 
Traffic, Engineering, and Stores Departments. During the 
present year the savings resulting from these are estimated 
at over 2 lakhs, a figure that, it is hoped, will increase con-
siderably in future years. 

7. The rp8ults to date after six months careful detailed analysis of 
suth operations as have already been examined on four railways may be 
classified as below :-

Savings in 1933-34. 

(a.) claimed &8 made. 
(6) estimated as possible. 

(In lakhs). 
Rs. 

Future Savings. 

(a) estimated as attainable, or 
( 6) accepted, or 
(c) under consideration. 

(Inlakha.) 
&s. . 

1. E. I. Railway }'5O(a.} I. E. I. Railway 3'51(e) 
2. G. I. P. Railway.. 2·50(6} 2. G.'t P. Railway .. 6'50(4) 
3. N. W. Railway 1'50(6) 3. N. W. Railway 5'75(6) 
4. E. B. Railway 2·00(6} 4. E. B. Railway 4·00(0) 

It should be realized that all these figures, including even that of the 
Ea'3t Indian Railway in the first column, should be accepted with reserve, 
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for retrenchment must be a slow and deliberate process. It is felt, hOlt, 
ever, that the results, so far, are sufficiently encouraging; more especially 
as " job analysis " has been in force for a comparatively sport time. It 
should, moreover, be horne in mind that this process of ,research has only 
so far heen applied to a certain number of operations and there are still 
large numbers waiting to be examined. On the London Midland and 
Scotti~h Railway the process of ' job analysis' was started some years 
hack, and is still being carried on, as there is much ground remaining 
to be explored. 

8. In addition to the ' job analysis ' organizations working on each 
reilway, the Railway Board themselves are examining certain other sub-
jects recommended in ~{r. Pope's report, among them being :-

( a ) the better nse of locomotives ; 
(b) the better use of railway land; 
( c) the more careful listin~ of surplus track, equipment, and 

accommodation; 
(d) additional research and experiments; 
(e) improved workshop practice, especially in regard to standardi-

zation of pattern design, the use of scrap, and the compila-
tion of ' cost ' data ; 

(f) possibility of reducing hot axles. 
As regards item ( e ) Ii small Committee is now engaged in investi-

gating the compilation of " cost " data. 
9. In recommending the initiation of ' job analysis' on e~ch Railway 

Mr. Pope emphasized that no individual or railway has a monopoly of ideas 
or efficiency, and to ensure the proper pooling and wide application of all 
available economies he suggested that officers engaged on this research 
should hold periodical meetings to exchange ideas. This suggestion is 
being followed. 

10. As the Committee are aware, Mr. Pope's services have again, 
throu~ll the kindness of the London Midland and Scottish Railway, been 
secured for Indian Railways during this winter; and he haB been employed 
in making a more detailed investigation into the other State-managed 
Railways and examining the work done during the year by Railway 
Administrations themselves. 
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APPENDIX VII. 

Memorandum by the Railway Board on the progress of ' job analysis ' 
on India.n Railways up to 31st March 1934 . 

.,. In F'~brua~y las~, the ~ilway Board placed be£or~ the Standing 
Ii Inance CommIttee for RaIlways a memorandum descnbing briefly the 
result~ o~ l\lr. Pope's fir~t visit to India, and explaining thatsm8lI 
.0rgaDlsatIons for conductmg a detailed examination of all railwav acti-
,.vi~ies-called by Mr. Pope' Job Analysis '-had been set up on principal 

raIlways. A summary of the results of this work' as claimed and esti-
.ma~ed ~hen, was .~ive~, and these were. sh~wn to be s~fficiently encouraging 
·to ~JustJfy a contmuatIon of the organIsatIons. 

2. Further reports on ' job analysis' from certain railways are now 
. to hand, giving the progress up to the end of the official year 1933-34. 
These show that the work is being continued with vigour and with an 

-' encouraging degree of success. The more interesting- features of these 
reports are summari')ed in the following paragraphs :-

3. (a) On the East. Indian Railway considerable savings have been 
~1fected during the official year 19q3-34, generally under three head-
mgs :-

(i) Economies in expenditure on fuel by substituting cheaper for 
more expensive coal and obtaining coal from nearer 
collieries; 

( ii) Better utilisation of scrap metal ; and 

(·iii) Reduction of staff. 

The total saving~, effected during the year, amounted to Rs. 7,01,083, 
which has been checked anq certified as correct by the Chief Acconr.ts 
Officer, while the total cost of the ' job analysi') , organisation during the 
year a~ounted only to Rs. 77,691. 

It is reported that investigations under 20 separate heads are also in 
progress, covering such extensive ground as the organisation of the Sto.res 
Department, running sheds, sick line work, station work and marbhalling 
yards ; and including such varied items as the increased loads of goods 
trams, the intensive use of coaching stock, reduction in the use of sta-
tionel1', reclamation of oil from used waste from axle boxes, the use of 
pulveric;ed coal in stationary boilers, and the compilation of fuel and cOJn-
mercial statistics on Hollerith machines. 

(b) On the Great Indian Peninsula Railway, the cost of ')ob 
. analysis' during the year 1.933-34 amounted to R:s. 56,680 .a~~ t~e saVIngs 
effected to Rs. 4,29,482, chIefly under wages. SI~ce th.e ~ItIatIon of the 
work on. this railway, no less than 136 sepa~a~e. InvestIgabons haye be~n 
started covering many widely divergent actIVIties. The cost of staff m 
many ~f the depar.tments has been, and is ~till being, scrutinil3e~, !l~ld con-
siderable reductions have been found pOSSIble. The Nagpur DIVISion ha~ 
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been mt,rged in the Bhusaval DiVision ,and further important developmentt; 
are forecasted in the intensiYe use of locomotives, regarding which a 
separate report will shortly be available. ' 

(c) On the N ort", lVestern Railway the cost of ' job analysis' for the 
year 1933-34 amounted to Rs. 32,000 and the savings effected during the 
Same period to Rs. 12.66,749. One of the most important investigations 
undertaken on the North Western R-ailway dealt with the maintenance 
of trll~k. and resulted in savings amounting to Rs. 5,23,629. This saving 
has been effected under" Maintenance of Way and Works", the bill for 
which generally acoounts for about 15 per cent. of the working expenses of. 
ruilways. Anoth£"r Rs. 2J lakhs has been saved by careful analysis of 
shunting and other activities, at stations, and a further sum o,f over a 
lakh by improved methods of utilising scrap. Analysis is still being conti~ 
nued in connection with track and other maintenance, the operation of 
running sheds, and the working of marshalling yards and goods sheds. 
Considprable work still remains to be done in the analysis of the work 
of clericAl staff. and further reports are shortly promised in connection , 
with tb~ work done in c.ertJiin Stores depots. It is also hoped to initiate 
shsrtly an important investigation, aiming at further co-ordination of all 
mechanical workshops. 

(d"; On the Eastern Bengal. Railway the cost of ' job analysis' for the 
year elided 1933-34 amounted to B.s. 63,000 per annum, whereas the 
annual saving effected on one item alone, viz., reduction of, station stall, 
amounted to more than this sum. Actually a conservative estimate places 
th,= ec(}uomies effected during the year at Rs. 2~14,864. This. figure is 
chiefly made up of wages. 

One interesting detailed investigation conducted on the Eastern 
Bengal Railway dealt with the maintenance of Block Instruments and 
Fixed Signals. }~very operation, however small, in connection with this 
work was scrutinised and tested, and it was found that, if conducted to a 
l'('v,sonaoie time table, the work could be carried out with considerably less 
staff. The savings effected during 1933-34 amounted to Rs. 38,000. 

Investigations into the better use of locomotives and coaching stock 
have aheady produced substantial results. On two districts the daily 
mileage of locomotives has been appreciably raised, and on the Calcutta 
suburban services, it has been found possible to provide increased trains 
with fewer coaching rakes. These 8Il8lyses are still proceeding. 

Further savings are forecasted in purchases of less quantity of high 
grade coal, and the abandonment of certain telegraph lines, with a conse-
q7Cnt 8p.ving of rent. 

(e) On the Bombay, Baroda and Central India Railwa1/' job analysis ' 
st:uted later at the beginning of October 1933. The economies actually 
efff!cteo. have not been reported, but the annual savings which have been 
recommended and accepted are estimated to be Bs. !l~52J862 whereaS the 
annual cost of the job-analysing organisation is antieipated to be RB. 58,7&9. 
'The prjncipal saving anticipated is under the heading , intensive use of 
engines ',' accounting for nearly B.s. Ii lakhs. Analysis of ,the work in 
eertain worbhops and traffic, stations is expected to result in a furtber 
.laving of about Rs. 11 lakhs. 
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4 .. The table below shows the savings effected on the five railways 
lUrntiaIlp.d above, together with the cost of the job-analysing organisation 
on each l"ailway ~or the year 1933-34 :-

Railway. 

East Indian Raihvay 
Great Indian Peninsula Railway .. 
North Western Railway .. 
Eastern Bengal Railway .. .. 
Bombay, Baroda and Central India Railway 

Total 

* Only estimated annual figure. 

Cost of' job 
analysis' 

organisation. 
Rs. 

77,691 
56,680 
32,000 
63,()()() 
58,789* 

2,88,160 

Savings 
effected. 

Rs. 
7,01,083 
4, 15,()()() 

12,66,749 
2,14,864 
3,52,862* 
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APPBlfDIX vm, 
COpy 01' LETftR No. 8593-F., DATED THE 21sT AUGUST, FROM THE 

RAILWAY DEPARTMENT (RArr~wAY BOARD), TO THE. AGENT, NORTH 
WESTERN RAn,WAY, REGARDING IRREGULAR BALANCES UNDER "OBKSUOP 
MANUFACTURING SUSPENSE ACCOUNT OF THE LOCOMOTIVE WOBxsHOps, 
:\IOOHALPURA, FURNISHED TO THE PUBLIC ACCOUNTS COMMITTEE IN 
SEPTEMBER 1935 IN ACCORDANCE Wl'rH AN UNDERTAKING GIVEN BY THE 
Fn~ANCIAL COMMISSIONER O}O~ RAIl,WAYS BEFORE THE CO)()(ITTEB. 

With reference to the correspondence resting with your letter No. 
256-8.;21/311933, dated the 22nd July 1935, I am directed to state. that 
the Railway Board, after a very careful perusal of the explanatioDB given, 
consider that the explanations are far from satisfactory. 

2. To' begin with, the Railway Board observe that the main cause for 
the accumulation of the inefficient balances in the workshop manufacturing 
suspense account 'Was the radical change made in April 1928 in the pro-
cedure of booking expenditure. and that this radical change, which, in the. 
opinion of the administration. required really an expert accountant to I 

initiate and supervise, was 1dt to be inaugurated by the Production 
Engineer without any assistance from the Accounts Department. They 
also obser,'e that this change was made in consultation with the then Chief 
Auditor of the railway and, so far as can be asc~rtained, without the 
writtm approval of any authority higher than the heads of departmenb 
eoneerned. The Board do not think that such vital changes in accounts 
procedure should have been initiat~d without the consultation of higher 
accoonts or administrative authorities, and are of the opinion tGat the 
then Chief Auditor should havE' paid more attention to evolving a suitable 
accounts procedure to fit in with the reorganisation and to placing at the 
dibposal of the Production Engineer a person with the necessary experjenC!e 
of workshop accouuts to assist him in details. 

3. Another cause for the growth of the inefficient balance in this case 
was, it is noticed, the irregular syst~m, which was then in force in the 
workshops. of manufacturing material in excess of requirements. It is 
stated that this was probably a legacy from the past when all expentliturc 
in the workshops was charged to revenue repairz. That such II state of 
affairs should have been allowed to continue reflects, in the opinion of 
the Railway Board, seriously on the efficiency of the supervision exercised 
over the working and management of the workshops. 

4. The Railway Board further observe that no explanation has been 
offered on the first point raised in their letter No. 8593-F., dated the 
12th June 1935, namely, the failure to exercise the fundam~ntal and 
obvious check of the quantities of articles manufactured in the shops with 
the quantities issued and of the quantities issued by the shops with the 
(tuantitie~ a(>kuowlcdged hy lrtores. fc'or this also the Railway Board must 
hold the Audit and Accounts Department, and in a lesser degree, the 
workshop management, responsible. 

5. In conclusion, 1 am to Htate that the Board feel greatly disturbed 
by the state of affairs revealed by this case, and trust that you are taking 
steps to impress on all the workshop staff, both accounts and executive, 
the lessons to be learnt from this case and that you are takiog adequat.e 
mea8ures to prevent the recurrence of such cases. 
L17lJPiaD-..e'71-17.90~1P8 
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