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Evidence taken at the 12th meeting of the Public Alcounts Committee held
+ on Thursday, the 22nd August 1935, at 11 A M. :
L

PRESENT :
N J

The Hon’ble Sir JaMEs Grice, K.C.B., Finance Member, Chairman.
Mr. B. Das, M.L.A. b
Mr. S. SatvaMURrTI, M.L.A.

Professor N. G. Ranca, M.L.A.

Dr. THEIN Maung, M.L.A.

Mr. J. Ramsay Scorr, M.L.A.

Maulvi Sir MoeaMmap Yakus, Kt.,, M.L.A.

bers.
Captain Suer MonamMMap Kuan, C.LE, M.B.E, [ Members
M.L.A.
BraA1 ParMa Nanp, M.L.A.
Dr. R. D. Davravr, M.L.A.
Rai Bahadur Sir Sarya CHARAN MUKHERJEE,
Kt, C.B.E., M.L.A. .
Khan Sahib SHAIKHE Fazi-1-HAqQ PracBA, M.L.A.
Mr. A. C. BapenocH, C.LE. I.C.S., Auditor
General. } Were altso
Mr. B. Nemgv, Director of Railway Audit. present.

Mr. P. R. Rau, Financial Commissioner, Railways. 7

Mr. T. S. SANKARA AIYAR, Director of Finance. f Witnesses

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

1. Chatrman.—1 propose to ask the witness some questions regarding
the financial position of the railways (paragraph 5 of the Auditor
General’s letter). In the three years referred to by the Auditor General
the railway earnings have been falling so much that they failed to pay
the interest charges by an average of 9 crores a year. In the year which
has closed, 1934-35, I think they failed to meet the interest charges by §
crores. The estimates of the current year assumed an es‘)rovement which
left the deficiency to meet the interest charges at 2 crores, but the posicon
is much worse than was presented to the Assembly by Slr Joseph Bhore,
and it looks as if you are heading for something much nearer 4 or 5
crores in the current year. The expenditure side of your Budget pro-
vides for certain allocations, roughly 134 crores, to the depreciation fund,
although you are at present only spending out of that about 94 crores,
4 crores roughly being accumulated in the Fund against future liabilities
in the way of replacements and renewals ; so that it looks as if at the
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present moment you are just meeting interest charges without providing
anything for depreciagion for the future on the large increase of capital
assets made in recen?;‘vears. The situation is not even as favourable as
that, because, under your accounting system, whenever you replace an
article by a like article, if the excess cost is morg than R 2,000, you
charge it to capital although there is no increase in the earning capacity
whatever. Any new asset, whether it conduces to revenue earning or not,
is also charged to capital and even under the present low scale of replace-
ments there is a considerable addition to capital every vegr of expendi-
ture which, on a strict accounting basis, should be charged to revenue.
That tendency, in the days of heavy expenditure of 1925—30, must have
been very much exaggerated, and the additions to capital of expenditure
which ought to have been charged to revenue in those years must have
been very considerable. What are the factors which are making for a
betterment of that position and when, if ever, do you expect the position
to be completely remedied ? The allocation to the Depreciatibn Fund is
calculated on a depreciation basis on the estimated lives of the existing
assets. It is more than the expenditure out of the Depreciation Fund at
the present moment for two reasons, partly because the capital of the
railways and the assets of the railways have been increasing and the big
burden on the fund is therefore in future years and not in the immediate
present, and the second reason is that probably some of the expenditure
which ought to be charged to the Depreciation Fund is being charged to
capital. Certain items of expenditure are charged to capitai which cer-
tainly ought on any decent commercial basis to be charged to revenue.

Mr. Rau.—So far as your statement goes, I am in agreement with it.
During the past few years the railway earnings have fallen so considerably
that it is patent to every one that if we judge only from those years we
shall have to come to the conclusion that the railways are in a state of
bankruptey. But before 1930 they were in a prosperous condition ; the
earnings were more than enough to pay for all these charges, though of
course the surpluses were inflated to the extent of say, two crores a year
by the change in the method of allocation adopted in 1924 by which on
State-managed Railways the whole difference between the original cost
and the cost of replacement was charged to capital ; still, they earned I
think on the average about 7 or 8 crores a year for the first five years ;
and though the process of recovery seems to be very slow at the present
moment, in a few years they may revert to a position where they wouid
be able to pay their interest charges, particularly as these are falling.
At the same time we must take into account the fact that at the present
moment we are not paying anything towards amortisation of debt, and
if you provide for all that, it is difficult to see when we shall really
balance our revenue and outgoings.

- +2. Mr. Satgamurti~—~What is the basis on which you provide for
amortisation ? -

Mr. Rau—We provide nothing at presgnt.

. Chairman.—The Blackett Sinking Fynd was based on the debt posi-
tion as a whole—taking the last year something like 7 crores a year. The
-sinking fund appropriate to the railway debts is two-thirds of the total.
Two-thirds of seven is nearly five, so that really on a decent basis the
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railways ought to be contributing to the sinking fund five crores a year.
In prosperous years they paid a contribution of six crores on the average,
but the railways have a complaint that-althoughfthey were, in essence,

allocating to the sinking fund provision they wefe not allowed to write
down theiny own debt. ’

o Mr. Rau—Befo¥e 1924-25 we were repaying certain annuities incurred
in cor.m'ection with the purchase of certain railways ; they came to about
£2 million a year. In 1924-25 when the separation took place it was
decided that fhe total debt outstanding on this account, about £64 million,
should be added to the permanent debt of the railways and that they
should not pay the annuities but only the interest on the sum then out-
standix}g and the general revenues would take the burden of repaying the
annuities as they fell due.

_ Chairman.—In other words, there has not been a real separation of
railway®finance from general finance.

. 3. Mr. Satyumurti—There has been no review of the whole system ¢
This system has not been reviewed all these years ? These arrangements
were to be subjected to a periodical revision ? TIs not that so ?

Mr. Rau—These arrangements were to be subject to periodical review
but were to be provisionally tried for at least three years:

Mr. Satyamurti—Has anybody applied his mind to this problem ?

Chairman.—I1 can assure you that at least two persons at the present
moment In this room are applying their minds to it with a considerable
amount of gloom !

Mr. Satyamurti.—Page 3 of the Auditor General’s letter : has any-
thing happened since ?

Chairman.—Since then the Financial Commissioner and myself are
very near agreement on the main principles which shall govern the alloca-
tion of charges ; in other words, what the railways ought to provide in
order to comply with the obligation placed on them in this Bill ; but we
are arrested by the melancholy fact that at any time in the next few
years, unless there is a radical alteration in the situation with regard to
the volume of railway traffie, the railways are not likely to be able to do
it. A radical alteration of trade conditions may alter all this.

4. Mr. Das.—This question of over-capitalization was brought in by
the Auditor General in 1930-31 and it was discussed and the Committee
recommended that action should be taken immediately. Mr. Rau indi-
cated a few minutes ago as if the Legislature was not exercising pressure
-on the Government of India. If he will properly examine this question,
he will find that pressure was exercised. The only reason why we did
nct pursue it was the uncertain condition of the'Governgent of India Act
and of the Statutory Railway Authority Bill. Everything was in a fluid
condition. It is not merely a matter of accounting and reducing a little
capital here and there. That will not really solve the issue that the rail-
ways are to face. Although I recognise that the railways have reduced
‘their expenditure under many ‘of their heads, they will have to apply
fresh outlook of mind in the mentality which the Pope Committee has
envisaged whereby they shall be able to reduce their cost of administra-
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tion. It is recognised by us, the non-official members, that the ‘railway

administration is top-heavy and some of the administrations are over-
staffed and spend mort money." . Of course, they are improving from year
to year and Mr. Rau’y very able financial review states some of the im-
provements that the railways have brought in. At the same time, you
cannot reduce the capital and therefore cannot payethe interest charges.
Mr. Rau hopes that in two or three years time conditions will improve
and he will be able to pay the interest charges and even the debt of honour
of 5 crores which he owes to us.

Chasrman.—He never made a promise about that.

Mr. Das—1It is an implied promise. He has noted down in para-
graph 6 of his Review that the Railway Administration owes 15§ crores
to the general revenues. The Acworth Comimittee wrote off 370 crores
which the general revenues paid towards guaranteeing the railway system.
So, we, the tax-payers, have given a present of 370 crores and, ad a result
we demanded a contribution of 6 crores to the general finances.

Chairman—The Railway capital does not pretend to be a capital
aceount but a debt to the Government of India.

Mr. Rau—That is true.

Chairman.—The separation of the finance took place on an entirely
different basis.

Mr. Rau.—If you take the direet gain or loss from the operations of
the railways from 1858 to 1923, you will find that there was a gain of
383 crores to the State.

Myr. Satyamurti.—Mr. Das says that 370 erores was originally borne
on the capital. Is that right ¢

Mr. Rau—If you accumulate at compound interest, it might come to
370 crores.

Mr. Das—Sir William Aecworth was an Englishman and we have a
great respect for his Comimittee’s report. I will go by the figure of his
Committee. Mr. Rau has one interpretation and I have many other inter-
pretations. According to me it is the writing down of the capital.

5. Mr. Satyamusrti—What proportion does this figure 795 crores
bear to the approximate actual value of the assets !

Mr. Badenoch.—It is impossible to state. For one thing lots of the
railways were taken over by Government at 125 per cent. of the original

expenditure, and the original expenditure probably represented a certain
amount of over-capitalisation. '

My, Rau.—'l&he point made by Mr. Badenoch is that when we bought
over the old guaranteed companies, we had to pay them a price based on
their net earnings. That price was more than the expenditure incurred
on the line by the old guaranteed company.. In our accounts at present
we have about 40 to 50 crores which represents the difference between the
capital expenditure of the company and the amount we had to pay to buy
them. Our net earnings now are about 27 crores and our capital is about
800 crores. We are getting an interest of 3§ per cent.
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tChairmcm.—Your credit in the open imarket will probably be 3% per.
cent. . .

Mr. Rau.—In 1934-35, 1 think we earned rougﬁly about 3% per cent. _

N L ]
Mr. Satya.mu.rtz..—-I may be wrong but I think, we are not suffering
from over-capitalis#tion but from under-capitalization.

__ Mr. Badenoch.—No. Actually the amount shown as the railway debt
18 in excess of the actual value of the assets.

Prof. Ringa—At how much would you assess the price of all the

i?:id that was granted to the railways free of cost by the State all over
ia ?

Mr. Rau.—Most of the land is included in our capital account.

Mn Badenoch.—A large part of it was compulsorily acquired and 15
per cent. %as added to it.

Mr. Rau—When we purchased the guaranteed company, land must
have been included in that valuation because we took it over on the basis

of net earnings. And we took it over as a going concern including the
land.

6. Mr. Satyamurti—The working expenses have gone up in the case of
all railways except in the case of two railways. That is what the Hindus-
tan Times says.

Mr. Rau.—In the first three months of the year the working expenses
went up I believe by 7 lakhs which is due to the fact that the pay cut was
restored. :

Mr. Satyamurti.—Why should you restore the cut ?

Chairman.—I1 shall again refer to my old answer. Will you, when
the general election comes, go to your constituents who happen to be the
lowly paid railway people and suggest that the cut should be imposed
again ¢

Prof. Ranga.—We shall certainly be able to approach them if the cut
is levied on those who get above Rs. 250 a month.

Charrman.—You should remember that the largest amount of the cut
came from the lower paid employees.

Mr. Rou—The total amount of the cut was about one crore and if
you imposed it on the superior officers alone it will not come to more than
about Rs. 10 lakhs.

7. Mr. Das—May 1 proceed now, Sir. I did not wish to take part in
that political discussion because the views differ and I have definite views
in the matter why trade has fallen in India and 1 do notgwant to enter into
controversy with the Finance Member here. I will be no party to any
reduction of the writing up of the capital which will be a loss to the general
revenue because an expert committee like the Acworth Committee went
over the whole matter and it fixed the capital of the railways.

My. Rau.—It did not fix the cal;ital at all. It only took the capital as
it existed.
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Ay

Cha.irmq/n...—What you have got to apply your mind to is not to obscure
the real position but to rectify the position. You have to make the rail-
ways solvent. : ‘

| Myr. Das.—1I am at one with you but I do not “wish to confuie the issue.
I would like the capital to be written down but at thg cost of the railway
receipts and not at the cost of the general tax-payer.

Chatrman—The railway capital is due to the Federal Government
and if you write it down the Federal Government pays.

Mr. Das.—We are now exploring how the 0ver-capitah'sation should
cease. Suppose it is a commercial firm and the shareholders at a meeting
decide to write-off the capital by 50 per cent.

Chasrman.—That is one of the great unsolved questions of modern
times. In point of fact, if your railways were commercial railways, a large
part of the capital would comsist of ordinary shares and thg 8rdinary
shareholders would take the bump of bad times and will intervene and kick
up a row with the management. They have been deliberately taken on the
basis of State-owned railways and you have got to pay for them.

Mr. Das—If it were a commercial concern, the unpaid contribution
would have been treated as a floating loan. You have not been paying
the general tax-payer. You have not expressed any gratitude for the
present of 370 crores.

Mr. Rau—I do not admit there was any present. You must take
into account the advantages that India gets by the development of the
country.

Mr. Das.—These are politica]' views. The only remedy 1 can suggest
is that the Government of India should either appoint a departmental
committee or if it seeks the assistance of this committee, this committee
is willing to help them in the matter and with the help of the Auditor
General immediately find out the proper system of allocation of capital.

Chatrman.—The conclusions on those points can very quickly be come
to and we would not be very far apart even at the start. But when you
have done all that, where is the gap coming from ? There are two con-
clusions, first of all to get a proper financial accounting basis and that is
in a very advanced stage and there is very little difference of opinion
between me and the Railway Board. Dut we both drew back from com-
pleting this task, which could be quite easily done in 10 days, by the
horrid gap. As you may have gathered from certain things which
appeared in the newspapers, that is the thing in which the Government
of India and the Railway Board are indeed engaging themselves.

8. Mr. Das.—Are you bringing new experts or economists from
abroad ? '

Chairman—% made no proposal to have an outside expert for the
purpose of overhauling the railways. So far the matter has not gone

beyond the Agents of Railways and asking them to considér what can be
done about it. -e

My. Das.—The Agents are the last people to reduce the expenses.

Mr. Satyamurti—Do not ask them to do a thing for which they are
not fitted.
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Mr. Rau—Have you realised the reduction in expenditure to the’
extent of six crores between 1929-30 and -1934-35.

Mr. Satyamurti—What about the rfatio ? ,

Mr. Reu—That is because the ratio depends on two factors the work-
ing expenses and tle earnings. You might reduce fhe working expenses,
but unless you are in a position to increase the earnings, the ratio must
g0 up.

Mr. Satyamurti.—The ratio of working expenses to Gross Traffic
Receipts has increased from 51.6 per cent. to 55.8 per cent. excluding
Depreciation Fund and from 61.9 per cent. to 71.4 per cent. mcludmv
Depreciation Fund. Under net traffic receipts it has gone down. You
may have reduced here and there, but the net result is that the working

expenses have gone up.
L J

Mr. Rau.—Not that the working expenses have gone up, but the ratio
has gone up.

Mr. Satyamurti.—While the earnings go down, should not the ratic
go down proportionately.
_ Mr. Rau.—Not under fixed charges which you cannot alter according
to the earnings. For example, repairs and maintenance of permanent way.
These depend to a very small extent on the actual earnings. The propor-
tion of fixed charges to variable charges, that is charges which vary
according to the traffic would be about 50-50.

Mr. Satyamurti—Then there must be reduction on the un-fixed
charges.

Mr. Rau.—We have reduced the un-fixed charges. The total has been
reduced from 55} crores in 1929-30 to 4934 crores in 1933-34, a reduection

of about six crores.

Mr. Satyamurts—In 1929-30 what were your traffic receipts ?

Mr. Rau.—There was a reduction of 17 per cent. in 1933-34 as com-
pared with 1929-30. These figures compare favourably with those of
other countries.

Mr. Satyamurti—But what are the wages paid in England ¢

My. Rau.—I1 am only stressing what they have done ; how their work-
ing expenses compare with their earnings.

Mr. Saetyamurts.—I put it to you that the railway labour in other
countries which you have given in the report are paid very much higher,
disproportionately higher than what you pay here.

Mr. Rau.—It ought to be remembered that we employ more men to
do the same quantity of work. .

Myr. Satyamurtt.—How many more men do you employ for the same
piece of work ?

My. Rau.—I cannot give you definite figures.
Mr. Satyamurtsi.—They are paid ten times what you pay here.
Mr. Rou —But their passenger rates and goods rates are also higher.
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Mr. Satyamurti—Their passenger rates are higher but not the goods
rates. . :

Mr. Rau—I t.hinﬂ the goods rates also are higher.

.

9. Mr. Das—1 wish to put my final suggestion that the tirle has come
for a departmental committee of the Government of Mdia, not the Finance
Committee, with the help of an expert adviser who has knowledge of finan-
cial administration of railways to go into the whole question. I wouid
suggest that the time has come for an examination of the whole problem
and devising of drastic remedies in reducing the superior staff.

Mr. Rau—May I remind the Committee that the Railway Retrench-
ment Committee was such a committee and that committee definitely said

that they would not go into the operating expenses of the railways for
which they wanted an expert enquiry.

Mr. Das—True, they could not face the problem. I want the Govern-

ment to face the problem and to reduce the superior staff by fifty per cent.
so as to make both ends meet.

Mr. Rou.—1 am not sure you will increase the net revenue thereby.

Myr. Das.—Opinions differ. Several Indian State Railways have done

that. For example, the Gondal State and the Porbhandar State have done
80.

My. Rau.—There are other reasons for their increasing revenues.

Chairman.—May 1 make a suggestion to the Committee. We have
had considerable discussion on the present and prospective financial posi-
tion of the railways, that the position is evidently a disquieting one and it
is even doubtful whether under. the present accounting system the position
is not more disquieting than actually the published figures indicate. There-

fore this is not strictly an accounting point but it is one which should
receive careful attention of the Government.

10. Mr. Satyemurti—Do you notice that from 1930-31 there was a
decline in the net traffic receipts.

Mr. Rcu.—Yes.

Mr. Satyamurti—Do you think the upward trend noticed last year is
likely to continue ?

Chatrman.—The crux of the whole thing is whether the first four
months of 1935-36 are an interruption in the upward trend or whether it
means that we have passed the peak. If so, it is very serious indeed.

Mr. Satyamurti—What is your experience generally of the receipts.
How do the first few months compare with the later months ¢

Mr. Reu—1It is very. difficult to say. I can show you a graph for the
first few months®

11. Mr. Satyemurti.—Out of the depreclatlon fund, you have got 9%
crores left ¢

Mr. Ro u.——Yes.

Mr. Satyamurti—How does it compare with thé annual renewals 1
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Mr. Rau—The balance is after meeting annual renewals, and the.
deficits of the last few years. This year, the difference between our pay-
ments to.the fund and the amount which- we withdtew from the fund, was
ahout five crores and five lakhs, and we withdrew five crores and one lakh

to meet our deficit. This results in a net increase in the depreciation fund
of four lakhs. .

Mr. Satyamurti—Hereafter you cannot borrow from the depreciation
fund because it is almost exhausted.

Mr. Raue—In the coming year we expect to pay into the depreciation
fund about 4 crores more than we require, and unless our deficit is more,
our balance in the depreciation fund will not be reduced.

12. Mr. Satyamurti—Do you take into account what you have to pay
to the general revenues ¢ What you have promised to pay ?

Mw» Rau.—General Revenues should also consider what we have paid
already. ¥orty-two crores in the first six years. If that had been taken
as reducing our- capital at charge we would have saved interest charges
at the rate of two crores a year.

. Mr, Satyamurti—The contribution to the general revenues i3 not &
gift.

Mr. Rau—1It is a gift in the sense that we pay all the interest charges
and in addition pay one per cent.....

Chairman.—The argument has some force in it, but not all the force—
that the Government had not reduced the capital by the amount of con-
tribution. If they were a commercial concern, the Government wonld
have got a considerable amount by way of income-tax and super-tax so
that the Government is entitled to a contribution over and above that

Mr. Rau—Only if they make profits. In the first few years they
did make profits. ’

Mr. Satyamurti—The contribution is not a gift by the railways but
it is based of a careful calculation.

Mr. Rou.—Inasmuch as it is a part of the contract or convention, it is
not a gift.

13. Mr. Satyamurti—At the bottom of page 9 of the Adminisiration
Report it is said that ‘‘ the work of job analysis is still in hand on most
of the railways and the recommendations made by Mr. Pope in his s:cond
report are at present under the consideration of the Railway Board.’’
Can we liave a statement on that ?

Mr. Rau—1I placed a full memorandum before the Standing Finance
Committee some time ago which I can circulate to members. The finaneial
result as claimed by the railways is that in five railways they saved 30
lakhs and the cost of the job analysis organisation was ® lakhs.

Mr. Das.—Does the Railway Board agree with that ¢

Mr. Rau—Yes ; this has been checked by their accounts officers.
We are still going on with this work of job analysis.

Mr. Satyamurti.—Is there any hope of further retrenchment in this
direction 1 - :
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Mr Rau.—Not very much, but there is hope that in the next year
or two we shall probably get much more than we spend.

14. Prof. Ranga.—]s any mVestlgatlon being made to see whether any
economies can be made in the establishment branches ¢

Mr. Rau—Yes. © ’

[~
Alr. Satyamurti—]1 should like to know whether in view of the
disastrous financial position of the railways any attempt is being made or
proposed to be made to reduce expenses on the staff from top to bottom.

Chasrman—I may say that, if you dismiss the whole of the directing
staff, you are not gomg to make any appreciable difference in the net

result. Mr. Satyamurti’s question is whether steps are being taken to
overhaul the establishments from top to bottom.

Mr. Satyamurti—And if so, whether there are any reasonable pros-
pects of any reduction by way of retrenchment either in numpbets or in
emolument‘ 80 as to help us to have better financial results.

r. Bau—I doubt whether with all the retrenchments that are
possible the railways can save much more than half a crore. When you

are considering the whole question of the deficit in railway revenues the
greater portion must come from increase in earnings.

Mr. Satyamurti—That is one of the directions in which I suggest an
attempt should be made and I should like the results of it to be reported
to this Committee now and next year.

Mr. Rou.—I1 can circulate this memorandum that I placed before the
Standing Finance Committee showing the results that we achieved in
1933-34, and any further information that we have at the present moment.

Mr. Satyamurti—And I should like to have a report next year in
this direction.

15. S#r Mohammad Yakub.—Have all the recommendations of the
Railway Retrenchment Committee been given effect to ?

Mr. Rau—I think a statement was laid on the table of the House in
regard to that as to what were agreed to and what not.

Sir Mohammad Yakub.—Can you tell us what was the result of carry-
ing into effect the recommendations which were accepted by you ?

Mr, Rau—I1 think we gave that figure also but I can circulate tbat
figure again.

Mr. Das—They said they reduced even more than the Committee
recommended.

Mr. Rau.—Yes, in certain directions. For instance, the Committee
recommended that the number of Members of the Railway Board should
be reduced to foyr and we reduced it to three.

Sir Mohammad Yakub.—But what is required is to reduce the pay
and emoluments of the existing officers.

Mr. Rau—We have introduced new scales of pay almost everywhere,
but following the policy of the Government of India in this matter we bave
decided that these rates of pay shonld apply only to new entrants ; and
1t will be a long time before we get the benefit of these new scales of pp,y
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- 16. Mr. Satyamurti—Now we come to Chapter II of the Adminis-
tration Report and I will ask a general question gn it. A good deal of
your estimates regarding earnings is based upon movements of trade, the
monsoon and various comditions in the country. In framing your budget
do you condsult the other departments who are in a better position to give
you figures than yo3r own advisers can be ?

Mr. Rau—The crop prospects are all published. We consult other
departments where necessary but mainly verbally. I don’t remember send-
ing a memorgndum to another department asking their opinion as to my
budget estimate.

Mr. Badenoch.—Probably Mr. Satyamurti does not realise that in
every railway there is a statistical branch in which they carefully watch
the movements of goods and the statistics of traffic.

. Mre Satyamurti—Here they have devoted one whole paragraph to
this and P am asking that this information should be made available to
those who frame the budget at the time they frame it.

17. Mr, Satyamurti—In paragraph 14 of this it is said : ‘‘ Working
expenses, including the appropriation for depreciation, amounted to 62
crores, o about a quarter crore more than in the previous year . 1Is
there any other direction in which you can reduce the working expenses
in order t¢c make both ends meet ¢

Mr. Rau.—We have definitely asked the Agents to go into this thing
again on the assumption that this period of depression is going to conti-
nue for some time. We had a preliminary meeting in July and we are
discussing it with them again in Oectober.

18. Mr. Satyamurti—What is the position of these Agents ?

Mr. Rau—They have certain powers delegated from the Government
of India.

Mr. Satyamurti—Do you get any co-operation from these Agents in
the matter of economising expenditure ?

Mr. Rau—Certainly ; without their co-operation we could not have
achieved a reduction of six crores.

19. Mr. Satyamurti—Can you give some direction, apart from staff,
in which you can hope for a reasonable retrenchment in working expenses ?

Mr. Rau—Seeing that they have done so much already I do no{ think
that the total decrease, roughly speaking, would be much more than half

a crore, as I said before.
90. Chairman.—Are the Railways allowed to run buses ?

Mr. Rau.—Not yet. There is nothing against State flailways running
buses ; the Company Railways will have to get an Act of Parliament
amended. But there are a few railways in India, about 10 or 12, which
are more or less tramways,-that can under the amended Act of 1932 run
buses. Two of them applied to us for permission to run buses. In the
case of the Kalighat-Fulta Railway the proposal was turned down by the
Bengal Government who thought the existing communications were quite
ample. The proposal of another railway is still under consideration.
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Chairman.—Is it worth consxderm'g whether the State Railways
should run feeder serviees 1

Mr. Kau—We asked the Agents about that and none of them are very
keen on it. They rather prefer coming to an arrangement with some
existing Dus services to issue through tickets and that-sort of thing.

Chairman.—Presumably the private companies do not do too badly.
In that case if the State Railways run buses it will be a profit making
service. .

My, Rau.—The Nizam’s Railway is running buses at a profit but they
have a monopoly. We cannot get a monopoly ; the Local Governments
would not agree to that. If we do not have a monopoly, the travelling
public wruld demand a much higher standard of comfort than in private
buses, and I am very doubtful whether we can make it a profitable concern
without some sort of at least a semimonopoly. “

Prof. Ranga.—Have you consulted them ?

Mr. Eau.—We are having meetings of the Transport Advisory Council
once or twice a year and we find that some of the provincial Governments
are willing to co-operate with us to restrict the number of buses and to
have some sort of control over them. But they would never consent to the
giving of a monopoly to the Railways.

(Adjourned for Lunch till 2-30 p.M.)
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Evidence taken at the 13th meeting of the Public Accounts Committee
" held on Thursday, the‘22nd August 1936,at 2-30 P.M.

\ * PRESENT : .
The Hon’ble Sir James Grice, K.C.B., Finance Member, Chairman.
Mr. B. Das, M.LA. 1l
Mr. S, Sarvamurti, M.L.A. |

Professor N. G. Ranea, M.L.A.
Dr. THEIN Mauxg, M.L.A.

Mr. J. Ramsay Scorr, M.L.A.
Maulvi Sir Monammap Yakus, Kt., M.L.A.

C‘-aptain SHER Momammap Kuax, C.IE, ( Members.
M.B.E., M.L.A.

Bhai ParmMa Nanp, M.L.A.
Dr. R. D. Daran, M.L.A.

Rai Bahadur Sir SAtva CHARAN MUKIIERIIT,
Kt., C.B.E., ML.A.

Khan Sahib Shaikh Fazr-1-HaqQ PiracHa.

M.L.A. J
Mr. A. C. Bapenocn, C1.E., 1.C.S.. Auditor Were also
General. pfesent.
Mr. B. Nenru, Director of Railway Audit.

Mr. P. R. Ravu, Financial Commissioner, Rail- 3
ways.

Mr. T. S. SANKARA AIYAR, Director of Finance.

Mr. V. 8. Suxparam, Controller of Railway } Wilnesses.
Accounts.

Mr. F. D’Souza, Director of Traffic, Railway
Board.

21. Mr. Setyemurti—There are two matters which I should like
to consider : one is the failure to review the Financial arrangement of
1924 —the separation of railway from general finances : that was subject
definitely to periodical revision and provisional trial of at least three years.
Somehody has omitted to do that and I think this committee ought to
say something about it.

Chairman.—1 wonder if Mr. Rau could give us some information on
this. ‘

Mr. Rau.—A committee was appointed by the Assembly in 1929 and
mel once or twice. 1 was Secretary of that committee. They appointed
a sub-committee which held one or two meetings ; then what happened
was that the committee became functus officio because of a dissolution of
the Assembly. Afterwards the question was not brought up again because
at the time the Simon Commission came in and we expected a reformed
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constitution almost any day and I - believe that was the. reason why
this thing was allowed, to go or till it was settled in connection ‘with the
new constltutmnal position. To the best® of my recollection that is the
position.

Mr. Satyamurti®—Had this been taken up early enough, thlS cozfu-
sion would not have become so great as it has become now.

Chairman.—When did the surplus period end ?

Mr. Rau—In 1929-30 I believe ; in 1930-31 we paid a, contribution
though there was no surplus ; we paid it from reserves.

Mr. Satyamurtr—I should like some mention of it—I leave it to
you how vou should mention it.

Chairman—In what respeet is the revision of the convention rele-
vant ! The convention purported to regulate the contribution to general
revenues and the method of chargmc interest to railways.

Mr. Badenoch.—I think it also involved the whole financial settle-
ment—allocation between revenue and capital too : it was all part of one
scheme really.

Chairman.—At the moment it does not seem to me that the revision
of the financial convention was so much the question at issue because
no financial convention for distribution of a surplus or making a contribn-
tion is any good once it became clear that there was no surplus. The
gravemen of your charge is whether steps might not have been taken at
an earlier stage—-even earlier than 1929—in the first instance to consider
the poliey of a large capital expenditure on railways ; and secondly to
rehabilitate the railways after the slump. When did Pope come out ?

Mr. Rau—1 believe the retrenchment committee was in 1931 ; Mr.
Pope came out at the end of 1932 and again at the end of 1933.

Mr. Satyamurti—I am suggesting that any examination by the legis-
lature or by a committee would have involved examination of the whole
financial position. The thing has gone on as if nobody cared what
happens ; now it is 3 or 4 years too late.

Mr. Rau.—The convention was really for the purpose of distributing
the surplus between the Government and the railways, and after 1929
there was no surplus to distribute.

Mr. Satyamurti—-The convention was for two purposes : in order to
relieve the general budget from the fluctuations.. ...

Mr. Rau.—It has succeeded in that.
Mr. Satyamurti—By transferring the fluctuation to itself ?

Mr. Rau—That was the object, because it was always assumed that
the railways were subjeet to much larger fluctuations than general
revenues. < .

Mr. Satyamurti—You have been fluctuating on the wrong side all
the time.

Mr. Rau.—No : in the beginning you had it on the right side.

Chairman.—The Auditor General’s report for 1930-31, which was:
in fact written in 1932, drew attention to various tendencies towards over-
capitalisation. Did you at that time raise the question of the financial
results of the railways and the effect on them !
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Mr. Badenoch.—The attitude of the Auditor General always has been
that he would not agree o a revision of the methods of allocation without
reconsideradion of the convention. He considered that the convention
crystallised the methwds of allocation between capital and revenue, and
he thought that it was part of the same thing, that actually you must
revise your convention and your methods of allocation between ecapital
and revenue together.

Mr. Rau>_The method of allocation is not directly referred to in the
convention.

Mr. Badenoch.—No ; but the convention was definitely based on
certain allocations between capital and revenue. The Auditor General was
rather constituted as the guardian of the convention, and obviously he
could not agnfe to any important modification of the system without say-
ing that the convention must be reconsidered.

Mr Satyamu'.rti.—lf it had been considered at that time, all this
confusion would not have happened.

Chairman —The review of the convention was undertaken at a not
unreasonable time because the Assembly set up a committee on the 21st
September 1928 to review this. The committee met in February and
March 1929 and appointed a sub-committee. The sub-committee held one
meeting in June 1929 and has never met since ; and the Auditor General
said in 1932 that these things ought to be settled.

Prof. Ranga.—And nothing has been done.

Chairman.—1 would not say that ; nothing public has been done
perhaps ; but a good deal of work has been done privately.

Prof. Ranga.—The Auditor General says that the tendencies towards
over-capitalisation that were brought to notice three years ago are still
in operation.

Mr. Satyamurti—I want this to be stressed by the Committee, that
is our unhappiness or dissatisfaction at the state of things disclosed in
paragraph 3 of the Auditor General’s letter.

Mr. Rau—As regards over-capitalisation, if we are charging more to
capital than we ought to charge, we are charging less to revenue than we
ought to. If steps had been taken to revise the convention entirely on
sound financial and accounting principles, the result would have been
that the capital at charge would have been less but our charges to revenue
would have been more and our deficits would have been more.

Mr. Ramsay Scott.—If the deficits had been more, : probably you
would then have reconsidered the whole position or taken some steps about
it. e

Chairman—On the other hand, there is no doubt that, if accounting
mcthods had been right, this contribution to general revenues would have
been considerably less ; on the capital there would have been less interest
charged in these deficit years, but the charge to revenue would have
been more, and on balance I think probably the deficit position would have
been worse ; but what is quite clear is that, if in the heavily surplus
period proper accounting methods had been pursued, the optimistic expee-.
tations of a gold mine and the continuance of that gold mine for ever
could not posesibly have been entertained.

L168FinD * B
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Mr. Badenoch—I1«quite agree. 1 think it was based on an incorrect
revenue position which made it appear that this capital expenditure
eould he borne. ‘ 4 '

Chairman.—We can quote from the Auditor~%eneral’s report and
say something to this effect—that the unofficial members of this com-
mittee felt that it would have been better if the separation convention had
been revised earlier with a view to remove the tendencies towards over-
capitalisation ; the result of this would be that the optimistic appearance
of the accounts in the surplus period would have been diminished and it
is possible that some capital expenditure which was then undertaken
might not have been undertaken for the benefit of the present financial
position of the railways. :

Mr. Rau—May I mention that the capital expenditure gvas dzfinitely
reduced to very small proportions in 1929-30 ? It was 13 cPores in 1924-
25 ; 19 crores in 1925-26 ; 27 crores in 1926-27 ; 32 crores in 1927-28 ;
29 crores in 1928-29 ; 30 crores in 1929-30 ; and thereafter in 1930-31
it was 13 crores and in 1931-32 it was 6 crores ; in 1932-33 it was minus
2 crores. As regards the action taken by the Railway Department, after
it was brought to our notice by the Auditor General, this is what we did.
In this connection T would just like to read a small portion of Sir Joseph
Bhore’s speech in 1933 ; he said this :—‘‘ In this connection, we have
also to consider the point raised by the Public Accounts Committee this
vear, that it is desirable to have an early settlement of the permanent
basis on which works expenditure should be charged to capital, to the
Depreciation Fund and to revenue. It is obviously desirable that the
question of withdrawals from the Depreciation Fund should be considered
along with the method of contributions to it.”’ He further said—'‘ All
these questions deserve careful and detailed examination, and it is our
intention to have the whole of the arrangements connected with the Depre-
ciation Flund investigated thoroughly during the coming year.”’ In 1934,
as a matter of fact, I wrote a very long note and placed it before Gov-
erument. In his budget speech this is what Sir Joseph Bhore said :—
‘“ It will be observed that we have not yet embarked on the investigation
which I foreshadowed last year in connection with our Depreciation Fund
procedure. This is not due to any change in the perspective in which we
view this question, or in our opinion of its importance. But, after a very
full preliminary examination, we came to the conelusion that might well
be left for investigation concurrently with other important financial ques-
tions which must be settled in connection with the future changes in the
administration of Indian Railways ’’. We are now proceeding on that.

22. Mr. Satyamurti—Let me go on to page 22 of Mr. Rau’s Review,
and I want to take up this. question of Depreciation Fund. I should
like a categoricgl statement as to what the basis of it is to-day, what it
ought to be according to the Railway Board, and what the relative
advantages of both systems are. He mentions here that the procedure
has been simplified with the approval of the Assembly, and the ajpro-
priation is to be 1/60th. Ts there any reason behind it or is it & mere
arbitrary figure 7' '

. Chairmon.—The interim arrangement of 1/60th is very much on my
initiative. On Mr: Rau’s memorandum which was prepared in 1933, there
was a long discussion on the method of caleulating the allocation to depre-
ciation fund. It was the amalgam of a large number of sepgrate calcula-
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tions of different kinds of assets based on assumed lives which were’
prcbably extremely inaccurate, and he "could not guarantee that the
actual calculation of the proper amount of deprbciation  arrived at by
these results was correctawithin 10 per cent. Then I said, well, if you iook
at the figuYes you have actually allocated, it is a fairly constant preportion
of the capital at chare ; why not therefore adopt some simplified multiplier
and use that instead of spending a lot of time on things which you know
are going to be inaccurate. That is the history of the interim method.
I think the Auditor General will tell you that he is not teo happy over it.
An interim Tethod is intended to give at least as good a result much
more <asily and much more economically than the previous complicated
calculations.

Myr. Satyamurti—Please refer to page 22, the last 2 lines.

Mg, Rau—Yes, because Government has not come to any fina! deci-
sion as to.whether 1/60th should be the proper figure. '

M. Satyamurti.—What is the depreciation fund for ?

Mr. Rau—The depreciation fund in strict theory is supposed Lo repre-
sent the accrued depreciation during the year. When you buy a new
asset, a certain percentage of its value can be supposed to liave dis-
appeared, every year. The object of the present depreciation fund is
for the purpose of finding money for renewing the assets which require
to be renewed.

Mr. Satyamurti—Are you satisfied that the contribution you are
called upon to make year after year represents that much and no more

and no less ?
Mr. Rau.—Government have not made up their mind.

Chairman.—As regards the actual amount of 1/60th or the previous
calculation, Mr. Rau says that he is not going to pretend that that alloca-
tion is scientifically accurate within 10 per cent. My view is, and ‘I think
Mr. Rau does not differ from this, modern accounting theory is moving
away from the idea of depreciation fund into making a provision for
renewals and replacements, and in the end that repewals and replacement
fund must be built up very much on an empirical basis. Indeed account-
ancy is moving away from a spurious scientific system into an enlightened
empiricism.

Mi. Satyamurii—-Is that the Railway Board’s view ?-

Mr. Rau—The Railway Board has not yet considered the marter.
I have considered the matter, but I cannot commit the Chief ‘Commissioner
of Railways or the Railway Board to any agreement with my views in
the matter. ‘

Chairman.—There is no difference of opinign between Mr. Rau, the
Auditor General and myself that undoubtedly the Railw®ys ought +o pro-
vide out of revenue for replacements, renewals and minor betterments.

23. Mr. Satyamurti—Now about amortisation, what is the position 1

Mr. Rau—We should set aside a reasonable sum from the profits of
Railways every year to provide for paying back our capital. In lean
years it may happen that we will not be able to pay, but in prosperous
years, I think it is sound finance to set aside something. ‘

B3
[ ]
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Chasrman—]1 was careful to explain that so far we have considered
the two problems separately. Ome 'is the ideal system and the other is
what to do to arrive at the ways by which you can carry out that ideal
system, and the two lines have not met yet. We have only zot to the
stage of the ideal system. I do not mind very much, whether {he amorti-
sation takes the form of amortisation or a contribution to central revenues,
but the fact remains that the Government is responsible for a debt of
1,200 crores, and therefore ecither by way of a definite contribution to
amortisation of your own debt or by a general contributign, the Rail-
ways ought to pay to the central revenues a sum in the neighbourhood
of 5 crores a year in order that the Government may be assisted in manag-
ing their debt, for which they are finally responsible.

Mr. Satyamurti—That is in addition to the depreciation fund. That

is an ideal system where you want the Railways to pay the ‘gentra]
revenues. '

&

Chcirman.—The debt of the Central Government is about 1.200
crores. Of that say 800 crores is due to the Railways. Any decent
financial system will provide for the allocation to the sinking fund every
year a sum which will have some relation to your total debt, and unless
the Railways in some form or other make a contribution to the central

revenues, I think the Government will be inadequately caring for its
debt position.

Mr. Satyamurtt.—You will reduce the capital charge also !

Chasrman.—That has not been done in the past, and I was proposing
that it should be done.

24. Mr. Satyamurti—Have you any proposals for increasing pas-
genger traffic ?

Mr. Rau—We have made another experiment. On the E. B. Railway
we have introduced return tickets for third class passengers at one and
two-thirds fare ; that has not been adopted on any other railways.

Prof. Ranga—Why do you not adopt the coupon ticket system for
third class in the case of business people ?

Mr. Rau—We have difficulties even with regard to upper class pas-
sengers. There is, the question of identification.

Prof. Ranga.—Have a photo on the coupon.
Mr. Ran.-—That is what we are thinking of.

Prof. Ranga.—You will find it a paying proposition if you introduce
third class coupon system.

Mr. Satwamurti—My point i8 we are losing very heavily on the
passenger traffic. I know in my part of the country, at any rate, the bus
18 a serious rival in many districts in the Madras Presidency to the rail.
On the Madras and Southern Mahratta Railway they introduced a ten-
rupee ticket last year and they made lots of money on it, and I do want
the railways to do something in the matter of this problem of increasing

the passenger traffic. For instance, you can introduce electric fans in
the third class.

Mr. Rau.—The expenditure on it would be two to three crores.
Chairmaen —You want to boost the railways.
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Mr. Badenoch.—I know of one experlment that is going on, and that’
is the diesel.engine cars.

Mr. Rau—We have got that on the -Madras ahd Southern Mahr: atta.

Mr. Radenoch.—WNhich will very much reduce the cost of running
and give better service. y

L _J }
Mr. Satyamurti—What I am thinking of is we must attract the third
class traffic. That is the most paying proportion at least in my part of the
country. You must meet this bus competition by a better service, a
quicker serviee, a cheaper service, and as the Finance Member said, by
boosting it and arranging the timings suitably. Again, the stations are
miles away from populous villages, that I know on the Madras and
Southern Mahratta, and are you trying to do anything in that matter ?

Mr. Satyamurti—What have you been doing during the last one
year tagdraw more third class traffic on the Southern India Railway ?

Mr. Rau—I1 do not know about the Southern India Railway. But I
know something about the North Western Railway. What they are doing
is to have specia! day return tickets from place to place in each line so
as, as far as possible, to get back the traffic that they had lost. They are
reducing fares, they have more frequent services, services at a time which
would really be the time when people want to utilise those services,
quicker service.....

My. Satyamurtt—What are the results ?

Mr. Rau—The results on the North Western Railway arec mixed up
with the results of the reduction of third class fares. We have obtained
an increase of 13 per cent. in the number of passengers, but we have not
had an increase in earnings yet.

Prof. Ranga—Apart from all these things, the latrines provided in
the third class are horrible. I have asked people going in the buses why
they prefer the buses and they have told me one of the reasons is the
state of the latrines in the train. Another thing is that your employces
are not courteous to the third class passenger.

My. Satyamurti—I entirely agree with Prof. Ranga that the third
class passenger is treated as an unwanted man to whom it is a privilege to
be allowed to have a ticket and to be allowed to travel..

Sitr Mohammad Yakub.—At big stations like Delhi the third class
passenger cannot get a ticket unless he pays the porter one or two pice.
Without that it is impossible for the passenger to get a ticket.

Mr. Rau.—As a matter of fact, we have been issuing circulars and
circulars to all railway administrations and they have been issuing eir-
culars to all their staff that they must show courtesy and attend to the.
passengers’ comforts, and all that sort of thing. . ‘o

Mr. Satyamurii.—Even in stations where it is notified that you can
get tickets all the 24 hours, very often you cannot get a ticket even. half
an hour before the arrival of the train.

Prof. Ranga.—Last month T made a complaint at the Guntur station.
The booking office is supposed to be opened at least one hour before the
srirval of the traim, but it was opened before only ten minutes, and ‘when



I gave a rupee and the cost of the ticket was nine annas three pies the
booking clerk said he had no change and refused to give a ticket. Then
I complained to the station masfer and got the ticket.

Sir: Mohammad Yakub.—The complaints mad€ by Messrs. B,anga and
Satyamurti are substantially correct and every ong of us can vouch for
the same. ’

My, Satyamurti—No doubt if we advertise ourselves as M.L.A.’s we
do get some attention, but what about the ordinary man $

Sir Mohammad Yakub.—But even if you make all the improvements,
it will still be difficult for the railways to compete with the bus.

Cicirman—I am told that the ultimate solution is for the railways
to run their own bus services and also a service for collecting goods.

Mr. Rau—They have this pull over us in that they can pick,a pas-
senger wherever he wants and drop him wherever he wants to alight.

Mr. Satyamurti—Why should not railways have - buses and take
passengers from their homes and to their homes ?

Mr. Rau—As regards competition with motor buses we shonld realise
that the ordinary motor driver does not provide for depreciation, nor
for insurance. As soon as a bus is useless, he leaves it and goes and buys
another secondhand bus. It is very difficu't for us to compete successfully
with them. Another thing is, will the passengers pay more than for the
ordinary motor bus ?

Prof. Ranga.—Théy cannot.

Mr. Satyamurti—There was some conference here on the road-rail
competition. May I know what is the result of that conference !

Mr. Rau—A communiqué was published. I can send you a copy.

Mr. Satyamurti—Was anything done by way of reducing the com-
petition on existing roads between the railways and buses ?

Mr. Rau—TIt is mainly the business of Local Governments. It is
very difficult for us to interfere because it is constitutionally a matter
for l.ocal Governments and they stand to lose in license fees if buses
are restricted.

Mr. Satyamurti—We have already sunk 800 crores on Railways.
Mr. Ruu—We have explained all that to the Local Governments.

. Mr. Satyamurti—Have Government examined the question of utilis-
ing the existing transport resources so as to serve different classes of needs
:i?;d not serve the same needs and thereby merely increase the competi-
ion ¢ ' '{

Mr. Rau .—.We have done what all lies in our power. We have no
means of coercing Local Governments in this matter. Under the present
eensiitution roads are provincial. o

Prof. Ranga—Is the road-rail competition to b allowed to | ,
unchecked ¥ = competition to be allowed to go on

- Mr. Satyamurti~~Is that the. pontwn of the Govemment of ; I;uiia' | I3



21 ’

Chairman—The railways are owned by the Central Governmegt and '
!mses are regulated by Local Governments, and local patriotism znd pride, -
in some of the instances that I have seen, have always asserted themselves.

. Mr. Satyamurti.—l‘he Central Goversiment wlen it wants a thing
seriously, gets it done all right. The Government of India Act comes in

the way only when the Central Government does not think seriously. about
a matter. - ' '

25. Mr. Satyamwrti—Page 11 of the Financial Commissioner’s”
Review, paragraph 16 of the Administration Report. It is said there,
“ From another point of view, Railways have saved in ordinary work-
Ing expenses over 45 per cent. of the fall in receipts ’’. Is that a matter
for congratulation ¢

Mr. Rau.—Yes.

Mr. Satyamurti—On what basis do you calculate fixed and unfixed
charges«

Mr. Rau.—There are varying charges, for instance, the cost of coal,
the cost of oil and water, and things like that, stores to some extent. But
more than half is fixed. Take your permanent way, take your main-
tenance of permanent way ; then you have to run a train, you must have
an engine whether the number of passengers is 100 per cent. capacity or
50 per cent. capacity or 25 per cent. capacity. the station staff has to be
maintained.

Mr. Satyamurti—Are you satisfied that this 48.31 represents thé:
minimum working expenses for getting a receipt of 86.63 ¢ .

Myr. Rau—How can I say ?

Mr. Satyamurti—That is, are you still trying to make economies
which will be effective in bringing down the expenses ?

Mr. Rau—We are trying to do that.
Mr. Satyamurti— ' There is an increase in most railways, partly due
to the reduction in the emergency cut, with the exception of the East

Indian, South Indian, Great Indian Peninsula, and Bombay, Baroda and
Central India Railways.”’ These railways are able to manage.

Myr. Rau—We will have to go into the accounts of each railway hefore
I can deal with that.

Mr. Satyamurti—My point is that those railways have not reduced
their working expenses which they should have done considering the fall
in receipts. Has that matter been examined by anybody in your office ¢

Mr. Rau.—You are taking only one year. I should like you to ecom-
pare 1933-34 with 1929-30 figures, and you will find that practically every
railway has reduced the expenses. ’

Mr. S8atyamurti.—Take the previous year. Have you got the ﬁgures
for 1934-35 for these railways ? o

‘ " Mr. Rau—I am afraid I have not got the figures.
Mr. Satyamurtt.—] want this problem of working expenses to be
examined. : ! SRR .
Chasrman.—Certainly. It is part of the main problem. T
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26. Mr. Satyamurts.—I am not satisfied that as much as should have
. been done has been dome, considering the fall in receipts. I come to the
stores balance, Annexure D, page 50. It is page 19 of the Administra-
tion Report, paragraph 21. What is your basis of stores balance ¢ Is
it, as we had in certain other départments, a twelve months’ consumption,
or six months or what ? ’

Mr. Rau—In the case of imported stores, it ik I believe, about six
to three months, and in the case of indigenous stores, it is much less.

Mr. Satyamurti.—What is the proportion of indigenous stores to the
foreign stores that are consumed by the railways in India as a whole ?

Myr. Rau.—That you have got in the Administration report, at page
48.

Mr. Satyamurts—You imported nearly 4.37 crores worth out of a
total purchase of 11.97 crores.

Prof. Ranga—How do you explain this big drop ¥ No doubt'it is a
very good record, but why do you keep so much stores? %You have
ordinary stores, special stores, and surplus stores. How many months’
supply do you keep in the ordinary stores ?

Mr. Rau—It varies with regard to different commodities. I think
it is generally three months, I could not say offhand.

Prof. Ranga—Page 50 of your Review. You started with 23.67
crores and you have come down to 10.18 crores, but how do you explain

such a large amount of stores having been kept by the Government of
India ¢

Mr. Satyamurti—Even the present figure of 7 crores 59 lakhs
ordinary stores, can you assure us that 50 per cent. at least of this is
really necessary for your three months’ consumption ?

Mr. Rau.—If you look at the appropriation accounts for railways for
1933-34, at pages 72-73 you will find the receipts and issues and balances
separately for ordinary stores, stores for special works and surplus stores
and that sort of thing. You will find what are roughly the purchases
during the year.

Mr. Satyamurti—Paragraph 79 of your Review. ‘‘ The stores
balances at the end of 1933-34 amounted to 53 per cent. of the issues during
the year as compared to 66 per cent. in the previous year. In normal
times, closing balances are expected to be in the neighbourhood of 40 per
cent. of the issues.’

Mr. Rau.—40 per cent. is not possible in cases where your works pro-
gramme is falling rapidly or your relaying programme. The rails released
from relaying track go back into surplus stores and you cannot dispose of
them. Sometimes when you have got a programme of new construction

or some such thing you can dispose of lthem but it-is no good merely
throwing them agay. .

Mr. S8atyamwrti—Are you working towards this 40 per cent. basis ¢
Mr. Rou.—Yes.

Myr. Satyamurti—Are you reducmg your stores year by year Wha.t'
were your purchases in 1934 ¢ -
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Mr. Rau—The total balance is 80 lakhs less. We are reducing our
purcha.ses as far as possible.

27. Mr. Satyamurti—]1 want to know, from the results of the last five
years how the company-managed rallways and the State-managed rail-
ways compare as regards profit and loss accounts ?

Mr. Byu—1t is very difficult to say. The B. N. Railway has lost con-
sistently during the Joast five years. The B., B. and ‘C. 1. which is also a
company-managed railway has gained consistently. The East Indian Rail-
way which is a State-managed railway hds been gaining throughout, while
the North Western Railway, which is a State-managed railway has lost
consistently. « It is impossible to say definitely one way or the other.

Mr. Satyamurti—Comparing the profit and loss account of the State-
managed railways as against the company-managed railways, what is the
impression which you have got from the results of the working during
the last five years as regards their economic management ?

MR Rau.—I am afraid I would not say. I will give you the figures.

Mr. Satyamurtz —1 have got the figures but I want to test the sound-
ness of my conclusion ¢

Mr. Rau—My view .is that it has no necessary relation to the method
ol management.

Mr. Satyamurti.—Are there not three classes of railways, first class,
second class and third class ¢

Mr. Rau—The railways which earn more than 50 lakhs a year are
classed as 1st class. Those which earn from 10 to 50 lakhs are classed
as 2nd class and the third class are those which earn below 10 lakhs. That
is my recollection.

28. Mr. Satyamurtn—May I ask whether it is the Government’s policy
to acquire these company-managed railways as and when their contracts
terminate or to consider them on their merits and then decide ?

Myr. Rau.—Each case is considered on its merits.

Mr. Satyamurts—From the point of view of the general management
of the railways, don’t you think it is unremunerative to have two classes
of management, with duplication of staff, want of co-ordination and
differences in rates and fares.

Chairman —I believe there is scope for a certain amount of amalgama-
tion but the contracts do not terminate simultaneously. The cost of the
premature acquisition of one constituent would far outweigh the saving on
overhead charges but I think this question.of amalgamation is being con-
sidered.

Mr. Rau.—That is true.

Chairman.—These questions can be considered only 3f there is. going
to be a great deal of saving or extra revenue to the State by acquiring the
railways but at the present moment. I do not think there is.

29. Mr. Satyamurts.—I should like to take up paragraph 50, page 42
Have we got .an adequate supply of wagons, for all the goods trafﬁc that
is going. I often hear complaints that merchants. cannot gét -wagons
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thhout 2 heavy bribe to the goods clerks and even them they cannot
- get wagons. Have any complaints reached the Railway Board ! Has
-this question been examined at, all from this point of view ¢ '

Mr. Rau—I do fot think®that any particular definite allegatmn has
been brought to the mnotice of the Railway Bogrd, but the statement is
generally made. I can assure the Committee t any caseg of bribery
brought to the notice of the Railway Board are seugrely dealt with.

Mr. Satyamurti—The real point of my remark is that, if there were
enough wagons, there will be no temptation either to the Station Master
or the clerk to ask for bribes.

[ 4
Mr. Rau.—1I1 have not the slightest doubt in my mind that for the
present traffic there are more than enough wagons.

Mr. Satyamurti—Have you got any accounts to show how long it
takes for a wagon to travel from one station to another and can you tell
us whether there is inordinate delay in the transport of goodsg

Mr. Rau.—I do not know whether there are any statistics in my office
but there must be in the railway offices which will show whether there has
been any undue delay.

Mr. Satyamurti—It takes four weeks for a consignment to come from
Delhi to Madras.

Mr. Rau—Ordinarily it should not take as much as that. It must
have been misdirected.

Mr. Ramsay Scott.—What is the time taken by a wagon to travel
about 100 miles ?

Myr. Rou—Probably a day ; I think the average speed is about 10
miles an hour but I could not tell you off hand. I must have notice of
that. I can get that information for you.

Myr. Ramsay Scott.—I1f you can get it for me later on, that will do.

" Chatrman—Have you got statistics showing the number of wagons
not in use ?

Mr. Rau—We get the statisties thrice a month.

Chasrman.—Have you got any block of statistics showing whether the
pubhc are getting proper service and whether the service is improy-
ing ?

Mr. Rau.—1 can get the statistics.

Mr. Ramsay Scott—1I happen to know that in the East Indian Rail-
way vou can get a wagon from Calcutta to Cawnpore in about 7 days.
That is 760 miles. That means slightly over 100 miles a day. That is
considered good.

.. Mr. Satuamurtz —How long does it take for a man to get a wagon
after he apphes for .

Mr. Rou—1 - eanmot tell you myself I will have to consult my
Dlrector of Traffic about this.

~

. Mr. Ramsay Scott. —We want ‘to kno'w the average time tnken by a
wagon to travel 100 miles, -
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Prof. Ranga—And also the average time taken before a Wagon is
granted. .

Mr. Satyamurti—Motor lorries are now comifig into use for the
transport of goods and d want the Railway administration to find out if
there is an} avoidable delay in the allocation of wagons to merchants who
want them. -

Chairman.—There is always a difficulty in dealing with questions of
this kind. People making complaints are usually unwilling to come
forward to sgbstantiate them to the department concerned. Do you get
a large number of complaints ?

Mr. Rau—T1 can get you Mr. D’Souza who deals with these things.
(Mr. D’Souza was called in at this stage.)

Chatrman.—The first question was Mr. Ramsay Scott’s, viz., what is
the ava'aﬂe time for moving a wagon of consignments 100 mlles The
second questlon is Prof. Ranga’s, 1iz., what is the average delay between
the application for a wagon and the obtaining of one by a commercial
man. The third question is mine, viz., whether any statistics are kept
which show the kinds of traffic which are remunerative and whether your
wagons are being utilized to the best advantage and so on.

Mr. D’Souza—As regards the first question, the answer is, roughly
one day for every hundred miles. A day would be taken for shuntmg
and other operations, and another day at the receiving end.

As regards the second question, the time that elapses between the
receipt of an application for a wagon and the obtaining of a wagon.......

Chairman.—This had reference to accusations whieh are somefimes
made publicly that ‘‘ palm oil '’ has to be used to get a wagon quickly.

Mr. D’Souza—There is no truth in such an allegation. One swallow
does not make a summer ; when we have millions of transactions in con-
nection with wagon supplies, if you do get a few cases of ‘“ palm ail ’’,
that does not show that conditions are generally bad.

Mr. Satyamurti—Have you any statistics to show what is the average
time ¢

Mr. D’Souza—You can get a wagon easily if one is standing at a
station. Of course if it is a road-side station, you cannot have Iines
blocked. You register your wagon requirements and the station master’s
duty is at certain fixed hours, generally six in the evening or midnight, to
telegraph to headquarters the wagon requirements of the following day.
Then the latter distributes the wagons and as soon as they make their
distribution they have to consider whether that can justify running a
train. Thus for only ten wagoms you ‘cannot justify running a train.
But if the wagon requiremeunts are fairly and evenly distributed, them
there should be no delay—not more than 24 hours delay between registra-
tion and ge'ttmg it. At all the larger stations°the wagms ‘are plentiful
and there is no reason why upon requisition in, say, the mommg ‘one should
not be given a wigon on the same day.

Mr. Satuamurtt —Avre there any records? Has anybody exammed
this question '

Mr. D’Souza.—1t is the duty of the traffic mspectors and other omcern
to examine these registers and to initial them.
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Captasn Sher Mohammad Khan—Do they register the time when the
application comes forward ¢
 Mr. D’Souza.—There is a register placed at the station, and the
pages are serially numbered, 'and the time also has to be shown. The
entries must run in serial order. Of course the” actual arrangements on

each railway may differ in points of detail. There cannot bé any pages
extracted.

Prof. Ranga—WIill it be possible to supply us with statistics for one
or two railways, of the time taken ¢

Chairman—Would it be possible, say during the coursc of the year,
for you to take any two big stations or rather one big and one small
station and give us a summary of the average times ¥ 1 am very anxious
not to over-burden people but if you can easily examine the registers for
a week in two stations, one big and one small, sometime during the course
of the year, it would be well.

Mr. Rau—Very well, for one big and one small station on each of two
railways, we shall obtain that information.

30. Mr. Satyamurti.—What is the publicity work done outside this
country for Indian railways ?

Mr. Rau—We have a publicity office in New Work, one in London
and a central publicity officer here who is directing pubhclty abroad as
well as here. We publish pamphlets and we publish a State Railways
Inagazine.

Mr. Satyamurtt—What is the total expenditure on all this outside
publicity ?

Mr. Rau—53 lakhs. Other railways are doing much more than what
we are doing.

Chatrman—Do you find the publicity in England is of any use ¢

Mr. Rau.—We get a lot of people ma.kmg inquiries.

Myr. Satyamurti—Publicity is very important, and in a concern
where you are losmg heavily, I do suggest the Railway Board mlght con-

sider how we can increase our railway revenues by more publicity in more
countries. -

Prof. Ranga.—1 want them to publish an A B C guide.

Mr. Rau—An A B C guide was tried and given up. We published
it in English.

Prof. Ranga—That was a mistake. You ought to have published it
in Urdu and Hindi.

Mr. Rau.—Would an All- India guide in Urdu or Hindi be of any use
to people in Madras ¢

30. Mr. Satyamurti—What is the rate of interest now guaranteed to
these Companies ?

. Mr. Rau—Tt is 3 or 3} per cent.
Mr. Satyamirti—Is it a variable rate ¢

Mr. Rau—No. In some cases, it-is 8 per cent. and in other cases.
31 per cent..

Chairman.—I think this is a convenient place for us to- stop. L

1o ‘N;l‘he Committee then ad;ourned till Fnday, ¢t,he 23rd Augnst 1936 at
-30 A.M.
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Evidence taken at the 14th meeting of the Public Accounts Committee
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¥ Wilnesses.
of Railway J

31. Chasirman.—There are two points arising out of yeslerday’s dis-

cussion. There was some controversy as to the volume of internal and
external trade moving. The figures are these :

1928-29 : exports 330 crores, imports, 253 crores, total 583 crores.
1929-30, total 552 crores.

1933-34, total 265 crores.
1934-35, total 287 crores.

The reduction in the international trade is not entirely due to the
Indian protections policy. The general fall in prices is part of the
reason, but apart from that there is no doubt that the gencral policy in
the world of placing restrictions on international trade is respunsible for

falling off in the volume of goods moving on the Indidh railways. To
that India herself has been a contributor.

Mr. Satyamurts.—My point was that you should take all these factors
into consideration in consultaticn with the Railway Department in fram-
ing the budget.

- Chatrman.—When you are turning round the bottom of the slurop, I
think it is difficult to know how quickly it is going to turn up. I agre€
that we ought in future be able to form some idea of the volume of



trade that would. be: moving, except that you cannot at, the beginuing of
the year accurately estimate what ig Jdikely to be the volume of trade on
which a certain amount depends.

32. Chairman.—The other point is this. The Committee’ suggested
that a good deal of the capital expenditure which t-ok place in the years
when everybody thought the economic millennium had eome would not
have been undertaken if only the true financial position of the railways
had been known. Some unofficial members of the Committee are going to
express an opinion to that effect in the report. However, Mr. Rau tells
me that every single item of the capital expenditure was approved by the
Standing Finance Committee for Railways at the time and in the case of
the particular railway station, namely, Erode, I understand that a special
tour was arranged for the members of the Standing Finance Committee
on Railways and they were on the spot and approved of the proposal.

33. Mr. Satyamurts—You were telling, Mr. Chairman, that the fall
in prieces is also partly due to the fall in the volume of trade.

Chairman.—The fall in prices is partly responsible for the reduction
in the value of goods. All I meant by that is that to the exteut that the
falling off is due to the fall in prices, the railway receipts ought not to be
affected.

Mr. Bau.—At the same time, we have given reductions in the rates
for some commodities.

Mr. Satyamurts —Therefore the price factor is one which does not
affect the railway receipts. It ought not to.

34. Mr. Das.—I should like to take one or two tables in this Review
and ask Mr. Rau some questions. 1 take Annexure D on page 50, Stores
Lalances. "1 suggest that as a matter of economy and general financial
control, the stores’ balanc% on each railway should bear a certain prcpor-
tion to the capital invested on each railway. There should be some
empirical formula. I would suggest one lakh stores balance for each
crore of eapital invested.

My. Rau.—That is not a practical proposition. The capital inves.ed
on a particular railway depends upon so many factors ; sometimas it bears
no relation either to the original or replacement value of the assets. Tie
best way of fixing the stores balance of a railway is by the volume of its
current business.

Mr. Badenoch.—And by the programme of works that you have put
iorward.

Mr. Das—If you insist that, as suggested by the Auditor General the
stores balanee in each railway admmwtratlon ‘should be 40 per cent. of the
issues, I will not_offer any further criticism.

Mr. Rau. —-—It is rather difficalt. Ordinarily we can say that 40 per

cent. is a rough and ready average of the likely requirements of a railway.
But when our programme of works and our general business are falling

off very rapidly, it is not so easy to bring down the stores balance to that
figure. :
Mr. Das—If you do not bring down the stores balance, it locks up
yeur capital.
« Mr. Rou~-Tt has been coming down steadily. »

¢
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36. Mr Das—1 think, the Great Indian Peninsulg, North Western Rail-

- way and Bengal Nagpur Railway should Teduce thewr stores still further.

Now, I wi]l take up the® Annexure E, on page 51. You have given the

ﬁgures for 1913-14 and 1933-34. The idea is to compare them with pre-

war conditions. A c¢@mparison shows that we have not improved in cer-

tain matters over pre-war conditions. One inevitable conclusion that 1
draw is that the working expenses should be reduced still further.

Mr. Raue—The first page shows the ratio of working expenses to the
gross traffic receipts.

Mr. Das—The conclusion that I draw is that those railways which
nave their ratio somewhere between 45 to 50 per cent. are maiing a protit,
whlereas those railways which have their ratio above 50 per cent. are
makingano profit at all.

Mr. Rau—A high percentage ratio over a railway like the East
Indian Railway would enable it to pay its interest charges ; on the other
hand even a low percentage ratio over a railway which has no earnings
would not enable it to pay interest.

Mr. Das.—One charge that 1 have to make against your railway
administration is that you are paying very high rates of salary. If we
can get on our railways an operating ratio of 50 per cent., it would be
very good for us. What is more important is that our earnings must
improve. We cannot very well expect that suddenly bright days will
come and that our traffic receipts will go up.

Mr. Ramsay Scott.—Even taking for granted that ihe earnings are
going to remain stationary, then you will have to find some methods of
reducing the expenditure.

Mr. Rau.—Yes, we have done a lot, but I do not say as much as we
can do in this matter. I do not deny that we may be able to do something
more if we go into each item very carefully.

Mr. Ramsay Scott.—I think we will have {o take into consideratiom
the fact that the earnings may be stationary for the next few ycars.

Sir Mohammad Yakub.—They may go down still further.

Mr. Rau.—The earnings in the first four months of thls year are one
per cent. below those of last year. ®

Sir Mohammad Yakub.—How much below those of the previous years t

Mr. Rau—Very much below those of the prosperous years iinmed:at tely
after.the separation,

Chairman.—Until this year, from 1932, there was. a steady increase,
but this year there has been a set-back and ‘that,set-back is causing every-
body to think furiously as to which is the truth, the in®rease or the set-
back. If the set-back is true, that is a serious state of affalr indeed.

~ Sir Mohammad Yakub.—If there is a set-back like that, I think ihere
can be no end to the reduetions which you can effect.

Myr. Rau—1I do not say we cannot do more than that. But speaking
without going into it in detail, all I ecan say is that the reductions which
the railways have been able to ‘make have been very large and a good part.
of them at least have been effected by postponing all expenditure which
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could be postponed amd which -must be met sooner or later. For that
regson 1 am really doubtful whether you can get any spectacular reduc-
tions of expenditure in the next few years. ¢

] .

_ Sir Mohammad Yakub.—Postponement is not ceduction. -If certain
buildings require repairs and if you postpone the repairs, it is no reduc-
tion. What we want is a permanent reduction and not temporary post-
ponements.

Mr. Ramsay Scott.—That does not quite mean reduction in working
experses ; that means more capital expenditure.

Mr. Rau.—No ; repairs to buildings are part of the working expenses
of the railways,

_ Prof. Ranga—We are thinking of reduction in recurring expenses,
like the pay on the staff which must be redueed. ¢

_ Mr. Rau—A reduction in the expenditure on the staff involves the
’(Ihscharge of the staff still more. We have reduced from 800,000 to
50,000.

Sir Mohammad Yakub—Not only reduction in the pay of the staff,
but reduction of certain luxuries which you are at present providing.

My. Rau—What luxuries ¢

Sir. Mohammad Y akub.—Electrification of the whole railway colonies,
giving the staff free water supply and free light, giving subsidies to clubs
and dance halls. I mean things like these.

I'rof. Ranga.—Free railway passes even to retired railway officials
for tne whole of their life even if they happen to remain alive for 100
years.

Mr Rau.—I1 do not think railways give unlimited number of passes
for people who have retired.

Ser Mohammad Yakub.—You have also to reduce th» number of
salvons which you give to the railway officials.

Mr. Rau—As regards passes, the expenditure is not so serious as it
might look lecause without passes people will not travel to tlc same
extent as they would otherwise. There would be some increase in earn-
ings if we withdraw all passes. But the discontent in the minds of rail-
way servants would lead to inefficient work.

26. My. Das.—I come to items 10 and 11 on page 52. Your total pas-
senger miles is almost stationary as compared with 1913-14.

Mr. Das—It>m 13 : ‘you have increased the average rate from 2.42
to 3.34. You have done so because you wanted money for your extra-
vagauce over the staff. The cost of staff is given in items 28 to 30. The
total number of staff you have reduced from 1929-30 level. In 1913-14
you were spending on the staff 14,01, whereas in 1933-34, your expendi-
ture on the staff was 34,61. I know you have reduced the expenditure on
staff by five crores owing to the recommendations of the Retrenchment
C()(:'x;lmittee. But that does not satisfy me. If it was a ecommerciul con-
cern, private owned, you would have reduced the staff and salaries still
further

L]
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Mr. Rau—With regard to the cost of the staff, most of our staff are
an an incremental basis and naturally the cost increages year by year. In

the revised scales of pay, we have reduced the incremental basis to a con-
siderable extent. . .

My. Satyamurti—Jtem 30 is very important. The percentage of cost
of staff was 22.5 in 1913-14, but now it is 35.9.

M. Rau.—That depends on earnings which is beyond control. You

must take the percentage of cost of staff to working expenses. That is a
more reliable Wasis.

Prof. Ranga.—Even then there does not seem to be any appreciable
reduction.

Mr. Rau—In 1930-31, it was 55.4, now it is 53.8.

MreSatyamurtt—You say that whatever the earnines may be you
cannot redwuce the staff or working expenses below a certain limit and

you also say that when there is an increase the increase also is bound to
be small.

Mr. Rau.—Both the increase and the decrease ought to be small.
Mr. Satyamurti—But items 30 and 31 do not bear it oui.
Mr. Rau.—Even that is coming down.

Mr. Satyamurti—I am taking the figures of 1913-14 as the basis of
comparison.

Mr. Rau.—Those were pre-war days and there can be no compari-
son.

Mr. Das—My point is that your staff is almost staticnary ; it e
633,000 in 1913-14, and 667,000 in 1933-34.

Mr. Rau.—The cost has gone up.

Mr. Das.—The cost is 250 per cent. more. Even the Lee Commission
did not allow the Civil Service more than 20 per cent. and here you are
paying your railway staff about 250 per cent. more.

Mr. Rau—Just after the war rates of pay for all Government
servants were considerably increased and that was permanently done .n
the belief that the high prices would continue. We did no: follow the
Dritish practice of having a temporary cost of livine allowamce. And
when we are reducing the scales of pay we are reaucing them only for
future entrants.

" Mr. Satyamunti—Why not reduce the rates cu the cosy of living
basis in the case of everybody ¢

Mr. Rau—Government thought it is a question of vested rights and
that staff should remain on the scales they were in receip} of, but it is a
question of Government policy as a whole and I could not possibly say
anything on this.

Chairman.—You are going to give us a note at some later stage

ahout the ultimate reduetion to be achieved by your new scales. Can you
give us now in advance any idea as to the magnitude of that reduction ?

Mr. Rau.—1 think it will be much more than a crore.

Mr. Das—I should like the Committee to draw a conclusion from'/
L163FinD C
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iterns 28, 29, 30 and 31 that the alarming increment in the rate of salary,
‘while {Le number in_1933-34 is the same as it was in 1913-14, to the
extent of 250 per cent. should be noted by Government and they should
devise means to reduce the salary or reduce the-staff so that the cost of
staif to the working: expenses bears a commercial propor:wn #nd not the
fictitious proportion as it is here. The Committee should draw the atten-
tion of Government to the ratio of the cost of staff to the gross earnings.

Chairman.—I1 suggest that you should mention the figures and say
that the introduction of new scales will no doubt to svxe,exteni over a
period of years improve the position in this respect, but the operation will
be very slow. In the meantime you have the combinaiioa of this disquiet-
ing feature and of deficits on the railways. I think the Committee should

iet the facts speak for themselves. We will draw np a paragraph like
that.

38. Mr. Das.—Regarding the next page, coal cousumptipn,‘i know
you have improved it much but I think there can be still further improve-
ment. Lots of improvements have happened in the last three or {four

years although the 1933-34 figures in the broad gauge line are a little on
the high side.

Mr. Rau.—That is partly due to the fact that we are purchasing now
more and more of second class coal and naturally that means that we have to

spend more coal in pounds per thousand gross ton miles, but that does not
mean that it costs more.

39. Mr. Das.—In items 35, 36, 37, 38 and 39, goods vehicles and
wagons and passenger carriages are all given. You will find that in 1924
and 1925 they wanted to have more in view of the post war trade which
has now dwindled to one-third. So we have a large surplus of locomo-
tives, wagons and passenger carriages. -And before we go on to increase
these, we must compare the number of passengers that travel and also the
«oods traffic with what happened in 1925-26, because they have got a
surplus of wagons and passenger carriages.

Mr. Rau.—The figures only give the number ; they do not say there
is a surplus. But in any case we have made no additions during the last
4 or H years. We have bought wagons only to recew old ones.

Chuairman — Before any orders are placed in aceordinee with  the
recent call for tenders the Railway Board and the Finance Department
or the Finance Member will review the position carefully and try to find
out what is the minimum number that we can do with.

Mr. Satyamurti—From 1913-14 goods wagons have gone up and we
mnst consider that in relation to the existing traffic.

Mr. Rau—But the goods traffic has gone up from 80 million tous to
98 million tons.

Prof. Ra.naa.——But we want to examine if there are far too many
wagins.

('hairman.—You may take it that when tenders are received and

béfore orders are placed. the question of the requirements of railways will
he cons'dered very carefully.

40. Sir Mohammad Yakub—Mr. Rau, what is vour programme for
\.ppening new lines ¢ )
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My. Rau.—We have none at present.

Sir ‘Mohammad Y akub.—Do you thmk tlia.f epening new
tracts where there are no railways or roads would be remunerative/f$

Mr. Rau—It depezlds on the eost of construction. ProjectS which

are considered as likgly to be remunerative are always examined. There
are some under consideration now.

8 in

Prof. Ranga.—Who takes the initiative in exploring the possibility in
railway extension ¢

. .
Mr. Rou.—The railway administrations consult the Local Gcvern-

ments and then the schemes come to us and if we consider that a primu-

facie case is made out, we ask them to have traffic and engineering surveys.

Prof. Ranga.—There are several district boards which have built up
funds out of the railway cess which was raised some time ago. If some
of them qffer to place their funds at the disposal of the Railway DLoard
for the construction of certain railways, on the remunerative side of
which they give'a sort of guarantee, do you consider those proposals ?

Mr. Rau—We will carefully consider them but we are now afraid of
touching any project which district boards guarantee, because once a line

is constructed we find ourselves in difficulties about getting them to pay
up the guarantee.

Prof. Ranga—1 am thinking of the proposal from the Tinnevelly
district board for the construction of some lines.

Mr. Rau.—The Government of Madras appear to have come to the
conclusion that there is no necessity for further railways in Madras and
all the necessities of the situation can be met by improving the roads.

Mr. Satyamurti.—But there is surely a conflict of interests here and
it is to the interest of the local Government to improve the roads from

which they get the revenue and they are not likely to support the <on-
struction of railways ?

Alr. Rau.—We had a survey carried out by an officer of the Railway
Board and an officer of the Industries Department of the Government of
India and they also came to the conclusion that for communicatior over
short distances generally the improvement of roads is better and that the
onus of proving that the railway is better rests on those who want the
railway. And that seems to be a common sense view of the matter.'

Chairman.—1I think I myself would look with extreme suspicion on a
project which depended for its remunerativeness solely on a guarantee
from the district board. And in the present conditions the railways can-
not undertake projects which are not definitely proved to be remunerative
if not in the first year at least immediately after. :

Prof. Ranga.—Are you making any attempt to see gvhether there are
any possibilities for extension which will be remunerative ?

Mr. Rau.—There are a number of projects under examination.

Prof. Ranga—1Is it not true that when constructing a new railway
you leave a margin for 5 years ?

Mr. Rau—That is what we were doing in the past. .
L163FinD c2
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: 4. Mr. Ramsay Scott.—Is the new system of demands for grants
which ‘was introduced this year quite satisfactory ?

Ms. Rou—1I think®we will be able to say next year when the Appro-
priation Accounts are due ‘and the Auditor-Genera] will be able to give
his opinion about it. For myself I think it is an improvement. .

42. Prof. Ranga—Do you mean to say that %The possibilities of
improvement of railway finances by extension of railways in different
parts of India are remote ?

Mr. Rau ——They are being explored and all the projects that were

given up in 1929-30 because of the high rates of interest are being re-
examined now.

43. Mr. Satyamurti—]1 want to ask you about strategic raiiways.
Are they constructed for the defence of the country ?

Mr. Rau—Probably this was so originally. Some of them “which
later became remunerative are classed as commerclal

Mr. Satyamurts—Have the military any specml rights over these
railways ¢

Chairman.—None whatever. As a matter of fact when a proposal
was tentatively made to the Commander-in-Chief to take them up, he
positively refused to have anything to do with them.

Mr. Satyamurti—Are the losses on these railways greater than on
other railways, considering the other factors to be equal ?

Mr. Rau—They are not greater than the loss on the Bengal Nagpur
Railway, for instance.

44. Mr. Satyamurti—Is that due to the fact that you give enormous
concessions to the army ?

Mr. Rau.—We do not give any special concessions on the strategic
railways. The military traffic rules are applicable to all railways.

Mr. Satyamurti—Why do you give them these concessions ?

Chairman.—The value of it is arguable. But ever if you assume
that the army had to pay ordinary book rates applicable to a casual cus-
tomer, the fizure would be under a crore. But the army claim that as
they move bulk traffic and therefore that a smaller number of empty
wagops are used in their traffie, they are entitled to special concessions ;
and {wunderstand that Tata’s get special concessions on the Dengal
Nagpur Railway for the same reason.

Mr. Satyamurti.—I want to know what is the net loss ‘which the rail-
ways incur by carrying passengers and baggage for the army.

Chairman.—On the question of passengers, something under ten
lakhs and that is assuming that if you remove all the concessions every
gingle person trafelling under those concessions would continue to tcavel
te the same extent. But that is absurd and so in reality it will be under
5 lakhs. And in baggage, if you assume that you charge invariably your
hig commercial users of the railways the full scheduled rates for all thelr
traffic, the difference in revenue would be well under a crore. But in

point of fact the loss to the railways is nil because the army traffic is
deﬁmtely remunerative,
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Mr. Rau —Yes, it pays more than its cost.

Mr, Satyamurti—But when you are discussing a concern which is

nearly insolvent you hgve to consider whether the concessions shbuld be
continued® .

Chairman.—In any case the army say definitely that they wouid not
have their rates put up and if it comes to that they would rather wake
their own arrangements for moving their stuff.

Mr. Ray—Firstly, the loss is not the same as the actual difference
between the public rates and the rates charged to the military traffic. The
second point is that in considering the actual loss involved we must
remember that a good bit of the traffic might be taken away from us if
we charge them full traffic rates. The third point is that the company,
managed railways will benefit and pay surplus profits to their shgre-
holder, Whlle the total cost to the state will remain the same.

Chazrman —I may say that the mlhtary are now in a position, with-
out any addition to their army service corps equipment to take away a
great deal of traffic from the railways if you raise the rates on tkem ; in
point of fact you can have an assurance from me that the railways are notl
losing on the army traffic on the special rates given to them, that this
principle of the big user has been admitted very heavily in the case of
Tatas ; and that unlike what would happen if you charge Tatas full
scheduled rates, the benefit to the Goverument of India as a whole by
charging the army full tariff rates would be nil ; and therefore I am
opposed to doing anything of the sort.

Mr. Satyamurti—What would be your estimate of the loss to the
railways by the concessions granted to Tatas ?

Mr. Rau.—1I could not say that offhand ; the rates were recently in-
creased, the old contract having come to an end ; but still I think the
position is that for traffic exceeding a certain definite figure they get a
rebate of 25 per cent.

45. Mr. Satyamurti—Why is there greater loss on strategic railways
than on others ¢

Mr. Rau.—Their earnings are less ; they run through sparsely popu-
lated districts.

Mr. Satyamurti—You would not have constructed them in the past
but for military or strategic reasons ?

Mr. Rau—1 cannot say now without going back into ancient history ;
but probably the primary reasons were the safety of India.

46. Mr. Satyamurii—In paragraph 7 you have given four railways
which have made considerable profits and four which have made con-
giderable losses. Ilas any attempt been made td find owt the reason why
certain railways make perpetual losses, while otherssmake profits 1

Mr. Rau—The East Indian Railway travels through level country
and very fertile country and has coal at its door. The earnings are heavy
and the expenditure relatively little. :

. Mr. Satyamurti.—Therefore you have concluded these are due to
,natural causes ? - R BN 1
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. Rau—Some of them are certainly: due to natural causes.

\rirman.—It is the same thing in any railway system ; obviously
the Eash Indian and the Bombay Baroda and Cenfral India pass through
level country and extremely populous districts and through industrial
districts. 1f you take the Bengal Nagpur, prima facte it is a little diffi-
cult to know why it loses so heavily.

JIr. Rau.—Because most of the traffic is carried at very low rates—
most of it is raw material ; and they have very heavy gradlents in that
railway and so the working expenses are very heavy. The Assam Bengal

also goes through very hilly country and you can not get traffic to pay
for the expenses.

Myr. Satyamurts. —1 ‘suggest that this is a matter to be examiged by
somebody who has some experience and a report placed before us.

Chairman.—I1 think it is a reasonable suggestion. When the Rail-
way Board and the Finance Department are discussing with the .\gents
what can be done to remedy the present position, they should see whether
there are any unexplainable reasons why there is so much difference
between the earnmings of the various railways ; obviously there is much

that is explainable, but if there are any unexplainable reasons they will
certanly have to be investigated.

Mr. Satyamurti-—Most of it may be due to natural causes ; but

almost any method must be explored now by which you can increase the
revenues.

Sir Mohammad Yakub—That is not a point which requires any new
examination : sitting in his office, Mr. Rau can find it out.

Myr. Rou.--That is exactly what we are trying to do at the present
moment.

Mr. Satyamurti—But the results are so unsatisfying : we must look
into these matters.

Sir Mohammad Yakub.—They are due to causes over which we have
no ccntrol.

. Mr. Satyamurti—Let us see that ; if the results show that there are
insuperable difficulties, there is nothing more to be said.

Chairman—I1 have given you an undertaking that in our examina-
tion we shall try and sce if there are any unexplainable causes for these
discrepancies and if so they will be investigated. Obviously it is both
Mr. Rau’s duty and mine, given the present situation, to see and take

very careful stosk of thé position and to do whatever is within human
power to put it right.

47. Mr. Satyomurti—What was the result of this increase mentioned
at the bottom of page 7 of the review ! Tt was an enhancement of rates
both on passengers and goods ? '

Mr. Rau—=Tt is very qiﬂicult to say what is the exact resnlt cf any
increase in rates or reduction in rates. In one case we could verify and



37

that was in the surcharge on coal : there we expected to “fret Jbout .
60 lakhs and we got about 65 lakhs. . o :

. .
Mr. Satyamurti—Has any attempt been made in your Elep;d/tment

to work omt the: relation’ between rates being raised or lowered arfd the
effects of that increase or reduction on the volume ‘of traffic, passenger

as well as goods. That is one of the most important points for a railway
administration to find out.

_ Chairman--1t is very difficult because of disturbing factors ; but if
it were obtaiifable, it would be extraordinarily valuable.

Mr. Satyamurti—Can we not take the experience in other countries?

Mr. Rau.—As I said yesterday, we did get certain figures with regard
o the reduciton in passenger fares on the North Western ; we found that
there Mad been an increase in the number of passengers by 13 per cent.
and a redfiction in earnings by about 1|3rd per cent.; and similarly we
introduced return tickets for third class passengers on the Eastern Bengal
and we have asked for a report from the Agent ; it is impossible to say
what the effect is in a short period of time. At the same time it must
not be forgotten that it is impessible for us to isolate one experiment and

say that the results are due to that particuar experiment and to nothing
else.

Prof. Ranga—To the extent that you can possibly isolate them and
get their effest if you ask your officers to send you information in regard
to the effects of these enhancements, have you asked for that information

Mr. Raw.—In most of these cases, when we order_the railways to make
enhancements or reductions we get reports after 12 months but there
are so many individual rates that the Agents are emppwered to alter—
from stations to stations—-that it is impossible to say anything definitely
or keep a record of it here ! The agents themselves and their traffic
people always look into these things because it is their sole business.

Mr. Salyamurti- -1t may be difficult or impossible, but I do suggest
it is possible to make somce attempt to work out the effects on traffic of
increased rates or decreased rates both on passenger and goods.

Mr. Rau.—I1 think it would be possible for us to give he ecommittee
some idea of the results of the more important changes which have becn
introduced in railways from the headquarters ; but as I poiuted out there

is a very much larger number of smaller changes here and there on parti-
cular railways every day.

48. Mr. Satygmurts.—On appendix C :is there any general standard of
expenditure, making allowances for differences in locality, inthe kind of
traffic etc., in the matter of working expenses<® °

Mr. Rau.—No ; I cannot say there is any general standard. The same
question was asked by the Public Accounts Committee last year and I think
I said for purposes cf comparison. it is better to take the same railway

over a period of years than to take different railways.

~ Mr. Satyamurti—How will you satisfy yourself that on the whole
a particular railway is not extravagant ?
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the expenditure in the budget that is sent to us and find out how it com-
paros with prewous budgets.

Chairman. —-It is 2 good point. If it were powble to cofilect fairly
chea.ply—not with a" very large staff—statistics which would give com- -
parative figures correctly on which to judge of the administration of rail-
ways, it would be good ; and I suggest when you are consxdermg statistics
about the variation of rates you might also consider whether it is possible
to invent any simple criteria for judging these expenses. «

Mr. Rau—We have got a large number of statistics of that kind. We
do see them every day : for instance, the cost of maintenance of track per

mile, the cost of repairs to locomotives and things like that ; and we ask
railways which show bad results to explain.

" Mr. Satyamurti—What is the basic line of working expens:s ? When

youa have that, you can see how far the working expemses of each railway
depart from that basic line.

Mr. Rau—The basic line is for each railway. The way we prepare
our budget is that we go on the actual expenditure and then find out
what are the special reasons for any increase or decrease.

Mr. Satyamurti—Have you got any basic line common to all railways,
allowing for necessary variations ?

Mr. Rau.—We cannot apply the same rule to all railways. We must,
I think, take into account the special conditions of each line.

Chairman.—I1 think we had better go through the various paragraphs
of the Auditor General’s letter.

49. Mr. Rau>-Section 3 of my review gives the number of cases in

which the recommendation of the Committee is required about excess
grants.

Chairman.—We can consider that on the draft report.

50. Mr. Satyamvsti—Then with regard to last subpara. of para. 3 of
the Auditor General’s letter, I want an explanation.

Chairman.—We had a great battle on this with ths Auditor General
last year. On the whole, I suggest we need not spend much time on that
except my exhortation to the Financial Commissioner for Railways to do

what he can about it. This year is an enormous improvement on last
year.

., - Mr. Badcnoch—We would like the appropriation accounts to be
prmted up a-little earlier.

Mr. Rau—Ae a mattér of fact, I understand that the difficulties this
year were due partly to the fact that some of the accounts had to be
andited and naturally the Director of Audit had to get them checked by the
various audit officers and therefore they were returned to the Controller
of Railway Accounts . samewhat late. ®]. .was working on the proof copy
for the preparatlon of my review. I am sure Mr. Sundaram will do his
best to bring it up' ae early.-as possible. Tt-i¢ to be published on. the
15th of April ; this year it was publishe@ ‘s ‘féw: days later.
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51. Mr. Badenoch—Paragraph 58 of the . Audit Report{-Our
complaint here is that the Chief Auditor put up an’adjustment and/it was
not accepted by the Goyernment Examiner. As a matter of fact /I have
talked tothe Agent of this particular railway and he admits Hat they
made a mistake and assured me that it will not occur again. This adjust-
ment is supposgd to be pre-audited by the Government Examiner, who i8
the .representatlve both of the Auditor General and of the Govefnment of
India and ne adjustment should be put through unless it has been
accepled either finally or provisionally. I think actually the Agent of
that particular railway accepts that position.

Mr. Rau—He agrees with the view that the adjustment should not

l;ave been made and he has taken steps to prevent such occurrences in the
uture.

'52? Prof. Ranga—Paragraph 59 of the Audit Rex;ort. Have all the
replies beeh received ?

Mr. Rau.—The replies have now come in except from the B. B. and
C. I. Railway who arc consulting their Board of Directors. Most of the
railways have accepted the revised classification. I think the new formnula
which we have propused for the classification of the rolling stoek will pro-
bably go through without much difficulty.

53. Mr. Satyamurti—Paragraph 60 of the Audit Report.—Why have
you addressed the Secretary of State ?

Mr. Rau—We have written to the Secretary of State because the
contract is between the Secretary of State and the Company.

Mr. Satyamurti—Do they dispute this ¢

Mr. Badenoch.—1 think the statistics were prepared by the B. N.
Railway.

Mr. Rau— The auestion whether they should be asked to repay a cer-
tain amount which was paid to them some years ago has to be taken up
by the Secretary of State with the Board of Directors. They do not adwit
liability.

Mr. Das—The difficulty is that they have already paid dividends to
their shareholders.

Mr. Rau—Even now they are living almost entirely on the guaranteed
interest. 1 think they are paying a little more from the reserve.

Mr. Badenoch.—-Another difficulty is that the surplus profits accounts
were passed by the Government Examiner at that particular time.

54. Prof. Ranga—Paragraph 62 of the Audit Report.—Have the
Bengal Government agreed to compensate you for your e::pendlture M

Mr. Rau—1I am afraid not. It is not an easy matter to get the money
from the Bengal Government. We have written to them again adducing
new arguments and. repeating some of the old arguments but I am myself
very doubtful if we shall be able to get anything out of them.

«. 55 Mr. Satyamurii—Paragraph 81 of. the Audit Report.—The 1a§t
sentence is very significant.. Are; there no legal advisers to these rail-
ways ! ‘ .
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. Itou.--The agreement was entered into in 1907. . _
. Satyamurti~Did they: not have a legal adviser at that time t

Mr\ Rau.—They probably had. It was the East Indian Railway Com-
pany wlich entered jnto an agreement which was not very favﬁuqable to
them. It happened so long ago that we have not asked them to let us
know under what advice they entered into it. We have decided now that
they should pay the cost of the wagons and take them over themselves.

Mr. Satyamurti.—That is a later decision ?

(¢}
Mr. Rau-—Yes : we told them that the capital cost should be repaid by
the East Indian Railway Company. Notice to this effect has been given

to the I;. N. R. who insisted on 12 months’ notice. They were given
notice in June 1935.

56. Prof. Ranga—Paragraph 88 of the Audit Report.—You say that
because of the exceptional urgency you gave oral orders to the contractor
to go on with the work. What was the exceptional urgency there ¢

Mr. Rau—The trouble was that we had committed ourselves to the
Punjab Government to have the line built as quickly as possible because
of their Mundi hydro-electric scheme. That was an exceptional case.

Mr. Satyamurii—It was all right to ask them to start the work

urgently but why did you give them verbal assurance of the increased
rate ?

Mr. Rau.—Otherwise they would not start the work.
Mr. Satyamurti—What is the disciplinary action you have taken ?

Mr. Rau—A memorandum on that subject was placed before the
Public Accounts Committee.

Myr. Badenoch.—It has all been discussed and it has been sent to the
Secretary of State. There have been many discussions in the Publie
Accounts Commitiee before and it has all been settled up.

Mr. Satyomurti.—Has somebody been sacked over it ?

Mr. Badenoch.—As a matter of fact, the responsibility of the Gov-
ernment of India themselves was considerable. The Chief Commissioner

for Railways and the Railway Board of that time were very much respon-
sible for this.

Mr. Satyamurti-—Was he punished over it ?
Mr. Badenoch.—1 do not know ; I think he retired.

Mr. Saiyrmurii—Whenever we come across such a case, we are
invariably told shat the man retired.

Mr. Bandenoch—This is just a minor detail in that big scheme.

Myr. Rou—1 will get hold of that memorandum which was prepared
for the Public Accounts Committee and let you have it.

57. Prof. Ranga.—Paragraph 111 of the Audit Report—-Is it vour
practice now that in regard to this article you do not ask for tenders ?
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Mr. Rau—-This was with reference to that particular order. Tegders
are called for every time and in that partioular order, I think, the jfgent
stated that if the materials were subjected to a test in India a MYfigher
rate would have had to bé paid. As the manufacturers and the agents were
a reputable ‘firm, the Railway Board thought they’ were justified in
accepting the lower offer.

Mr. Satyamurti—What is the position today ? When you order
these things, you order them from outside India ?

Mr. Rau-Most of our stuff is got from Tata’s now.

Mr. Satyamurti—I want to know whether today when you buy from
outside you have to make an extra payment %

Mr. Rau--1t is all a question of the terms of the contract. The
pre-inspection scheme which is referred to here was initiated to make sure
that stocks were readily available. This inspection is done by the Director
General of the Liondon Stores Department. That is why we thought that
there was no need for a second inspection. In this case what happened
is that there was a fraud.

58. Prof. Ranya.—Paragraph 112 of the Audit Report.—What is the
explanation of this : ‘‘ The Chief Accounts Officer has explained that
he cannot give a satisfactory answer to the Agent’s question as to whether
actual shortages are involved ’’ ¢

Mr. Badenoch.—May 1 explain that these are really something like
supplementary items to a big case that was going on for some years and
the Public Accounts Committee treated these matters very seriously. A
big reorganisation was carried out in the East Indian Railway Stores
Department and this paragraph here just gives the information on the
supplementary clean-up.

Sir Moharamad Yakub.—Have you been able to lay hands on any-
body who had ¢ommitted irregularities ?

Mr. Badenoch.—May 1 say that actually a great deal of the fault
was due to the company management of the railway. It is generally
accepted that the stores accounts of the East Indian Railway were
handed over to Government in a very bad condition. Then, there was
another contributory cause. About 1928-1930 the Railway Board rather
ran riot on experimenting and there were a number of experiments in
stores accounting and that rather added to the muddle. Actually, when
I was myself Director of Railway Audit, in 1930 the thing had got into a
hopeless mess and the only thing we could do was to serap the old acecunts
and begin afresh. It was a huge thing. There was a lot of fraud at that
time. It was bad conirolling and bad accounting. In fact, there was
everything bad about it. . ®

Prof. Ranga—Wtat disciplinary action was taken om it ¢
My. Rau.—Mr. Sundaram will be able to give you the details about it.

Mr. Sundaram.-—] made an investigation and what I found was that
al! the people who were really concerned at the time had retired.

My. Satyamurti.—That always happens.



&

. Mr. Sundaram —The Tatanagar work shop was started in 1953 and
they mtmdu"ed the , new system of accounting there. The first
aceoulitant remained there for & year and he was discharged. The next
man who was put in was a probationer and he tas there only for about
3 months. Then an¢officer was sent who stayed there for some time and
he is the only man in the service who is concerned in the case. On the
other hand, on more than one occasion he referred his difficulties to the
Chief Accounts Officer and the latter did not dispose of them. At that
time the state of affairs at the headquarters was also very bad.

Mr. Reu--The Chief Accounts Officer found that the reorganisation
was much more haportant than the disposing of these objections.

Mr. Satyamurti—The result was that you were not able to take
any disciplinary action. I only hope that such things will not occur
again. -

59. Mr. Satyomurti—Para. 114 of the Audit Report Can any-
body give an explanation of this ?

Mr. Sundarain—This also refers to the same thing. As Mr. Badenoch
has pointed out, the stores accounts of the East Indian Railway had not
been examined for many years. These were the items which were left
over at that time to be settled afterwards and the Retrenchment Com-
mittee started soon afterwards.

Mr. Ramsay Scott—What is the position today in the Stores Depart-
ment ? Do you guarantee that it is all right 1

Mr. Sundaram.—Yes, I hope so.

Mr. Satsiemurti—So far as the examination of the last year is con-
cerned, we have not heard of any such thing. I should like to know how
things are getting on now ?

Mr. Buadenoch.—I1 gather from the Director of Railway Audit that
things are satisfactory in the East Indian Railway and that the audit
dlscloses no grave 1rregular1t1es

60. Prof. Ranga—Para. 132 of the Audit Report I hope the veri-
fication is being made periodically now ¢

Mr. Rau—The difficulty in this case was that apparently no verifi-
cation was made. We have asked the Agent to let us know what is the
reason of the absence of stock verification. On the whole, both the Stores
and the Accounts Departments are to blame for not condueting stock
verification regularly. It is being conducted regularly now. Apparently
in this particular case there was a large congestion of stock due to the
electrification scheme and they had to accumulate scrap which was simply
thrown on the ground and got buried.

Prof Ranga—What is the responsibility of tbe Chief Accounts
Officer ?

Mr. Eau—I do not know what was the actual practice in that railway
but generally he is responsible for verifying stores. ' In this particular
case we hayve asked the Agent of the Railway what exactly were the reasons
for the stock verification fot having been carried out regularly. The
second point is about the Depot’ Superintendent. We have also asked
for more information about him and we will place .a memorandum before
the Committee about it.
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_I;rof. Ranga.—1It is rather unfair to make a-scapegoat. of a lower
Mr. Rau.—The Depot Superintendent is dirgci):ly in charge of the
whole show, ) : s

Prof. Ranga—But under the charge of the Chief Accounts Officer
several things have happened ? ' '

Mr. Rau.—The Chief Accounts Officer is mot personally responsible
for this. Besides, the system of accounts has been revised.

Mr. Badenoch—There is a certain amount of responsibility on the
audit. As a matter of fact, when I was D. R. A. 1 told all my chief
Audit officers to see that the safeguards were correct.

61. Prof. Ranga—Para. 133 of the Audit Report. Has the Agent
taken gny necessary disciplinary action ?

Mr. Reu.—The disciplinary action that he has taken is to send a copy
of the orders to.all®*the officers. His remarks will be entered in their
confidential roll and it will .affect their prospects.

Myr. Ramsay Scott.—I1 must say that the store-keeping in the North
‘Western Railway is as bad as in the East Indian Railway.

Mr. Saivamurti—What about these new sets of rules ?
Mr. Rau.—We have issued the rules.
Mr. Satyamurtti—Has the audit seen it ?

Mr, Nelri.—Not yet. They will be referred to audit in the ordinary
course. Audit always examines them.

Mr. Setyamurti—Is the audit eonsulted before issuing these rules ?
Mr. Rau—Not always. Sometimes audit is consulted, but not
ordinarily ; but they always examine them after the rules issue.

Mr. Satyamurti—In a case of this importance, before these rules are
issued should they not be sent to audit for remarks ?

Mr. Rau—We felt that the delay in issuing the rules would be more
gerious. Audit would always examine these rules after they are
issued and bring to our notice any points which they consider should be
provided for.

62. Mr. SRatyamurti—The North Western Railway is the only railway
which goes on adding to its stores, page 50.

Mr. Raw.-—You must take the two sections together, and you will find
there is a decrease. The point is that in the earlier years there the adjust-
ments between commergial and strategic railways were not made on a proper
basis ; it is only since 1931-32 that they are properly ajlocated between

the two branches.

63. Mr. Das—I want to ask one question about the timber store,
paragraph 133. You remember in the year 1930-31 you addressed letters
about store control in the North Western Railway. You always had a
very high official as the controller of stores, and how is it he n2ver exer-
cised any control and did not detect these things ? -
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M r. Eau.—It is not the controller of stores that is responsible. There

were a rumber of people in the workshops—ecarriage and wagon officers
in the workshops. *©

Mr. Das—It seems that in the North Westerfi Railway there is always

something wrong. In 1930-31 you issued lots of letters and instructions
about stores.

Mr. Raiu—I]1 do not remember which particular instructions you
refer to because we are always issuing instructions.

Mr. Das.—But in the matter of reduction of stores.’
Mr. Ruu-—Yes, I think we did.

My. Das.—How is it it occurs in the state-managed railways 1
Mr. Rau.—The rules were defective, you will see in the comment,

‘“ There is no machinery whereby logs received in shops are checked by

responsible authority in order to certify that logs srdered and paid for

are actually received in the workshop ’’. The whole system was defective.
Prof. Ranga—When will it become less defective ?

Mr. Rau.—It has become less defective by the issue of our orders.

64. Prof. Ranga—Paragraph 135 of the Audit Report. It is said,
““On the question of disciplinary action, it is understood that all the

officers concerned had left the service and it is therefore not proposed to
pursue the matter further’

Mr. Rau—May 1 pomt out with regard to that, that the case refers
to 1920.

Mr. Satyamurti—Is there not any procedure in your office by which
this could be detected earlier %

Mr. Rau—It is when it is discovered by audit that it is brought to
the notice of the Railway Board.

Mr. Satyamurti—And did you suspend those people after that
particular thing was brought to notice ?

Mr. Rau—In this particular case it seems to be more an interpreta-
tion of a point of law. It will be seen that there were two suits on
similar sets of circuinstances, yet one was decreed in favour of the rail-
way and the.other against. And you cannot expect an ordinary officer
to decide which interpretation of the law is correct.

Sir Mohammad Yakub.—Can you point out a single case during the

last five years where you have been able to put your hand on any of
these officers and bring them to book ?

Mr. Rau.—1 can point out a case in this very report where a gazetted
officer’s increntent was, stopped.

65. Mr. Satyamurti—Paragraph 134 of the Audit Report. ‘‘ The
following case, though an old one, is given as an illustration of the great
importance of entering into a contract with a proper appreciation of the
legal implications involved. A large sum of money would have been
saved to Government if a clear and definite agreement had been entered
into ”’. I should like to know if you have competent legal advisers.
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Mr. Rau—We have issued definite instructions that every contraet
should be entered into only after consultation wjth the chief accounts
officer and the legal adviser of the railway.

Mr. Satyamurti—Can you tell me whether every railway has got com-
petent legal advisers and important contracts are entetred into after they are
consulted and have approved of the draft ¢

My. Rau.-—1 know most of the railways have goi their solicitors.
Mr. Satyamurtt—I would like you to make an enquiry and report.

Mr. Rau.—In the case of the North Western Railway I think they
have got no regular system of having a lawyer, but they always refer
most of these cases to the Legal Remembrancer who is a man with plenty
of experience.

(Mairman—Let us have a note on the legal position.
Mr. Rau.—Yese

Sir Mohammad Yakub.—Have you made certain that the instructions
issued by you are carried into effect ?

Mr. Rau—The only way that we can make certain that instructions
are carried out is through the Director of Railway Audit.

Mr. Satyamurti—You are the executive head, you can write and
ask whether these agreements are entered into after consulting their legal
advisers {

Mr. Bau—We issue instructions and I do think we are justified in
expecting that the instructions will be obeyed unless anything to the
contrary is proved.

Str Mohammad Yakub.—From your past experience you are not
justified in making this supposition.

Chairman.—You will always get the answer ‘ Yes * 10 your enquiry.

Mr. Kau—You have got the machinery of the accounts department
and the audit department which is quite independent of us.

Prof. Ranga.—Is there no other way by which you can satisfy your-
self ¥ Can you not send any one periodically to visit these people and
find out whether they are carrying out your instructions ?

Chairman.—If you do that and no more you will get the answer  Yes’
every time.

Prof. Rangu—Then do something more.
Chairman.—Something more is audit.
Prof. Ranga—It is postmortem.

Mr. Ruu—No, it is concurrent.

Prof. Ranga—The Financial Commissioner tours from one part
of the country to another and he can find out whether his instructious
are being carried out by the Agents !

Mr. Rau—There is no use asking the Agents, do you uvbey the
instructions of the Railway Board ¢ They will always say Yes.

o
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o Mr: Badenoch.—The only way by which you can do that is by
glving the Financial' Commissioner e large inspecting staff.
" Chairman——I suggest that you apply your mind to the reason for

the delay in dealing with this case ; if you do, if might be mete appro-
priate. . :

Mr. Badenoch.—It was taken up only on the payment in 1934.

Whenever & case of payment of legal expenses comes along, we look
into the case as to what happened.

Mr. Rau—In 1925 they brought another suit which was decided
in 1932,

Mr. Satyamurti—What is the cause of the delay after 1932 ¢ Until

they have to certify the payment of legal expenses the matter does not
ecme up at ell ?

Mr. Badenoch.—That is one of the ways by whieh we can get on to
these things. There is an item of legal expense and ‘albeit small we
begin to look into the case and that is how we come -across these things.
At that time there was the Government Examiner on the 5. I. Railway

with a small staff, but he eould not necessarily get on o a case like this
at an early stage.

66. Mr. Satyamurti—Paragraph 138 of the Audit Report. ‘‘ The loss
could have been avoided, had the administration exercised its right not
to allow the removal of the lot or lots auctioned until the fnll amount
due had heen received from the auctioneers by the North Western Rail-

way as stipulated in the agreement.”” Why was not this done § Who
was respousible ?

Mr. Rau—One of the chief reasons for this trouble was that the

man who signed the agreement was not apparently authorised to sign the
agreewent.

My. Sctyamurti—I want to know why the administration allowed
the whole lot to be removed before full payment had been made ¢

Mr. Rau—The auctioneer was allowed 15 days in which to pay to the
chief cashier the full amount due from each auction. This was allowed
as very large sums of money were involved in this sale and payments

were as a general rule made by the auctioneers by cash deposit with eheque
for the balance.

Mr. Satyamurti—But who was responsible for allowing the lot to be
removed before full payment had been made ¢ Why did you allow it §

Mr. Rau-—Jt was the general practice on the North Western Railway

for a lonz time. In future it will not be possible, the rules have been
altered. ¢

Mr. Satyamurti—Every time a man commits a mistake, you say that
some other raan will not commit the mistake in future !

Mr. Ramsay Scott.—Is it not due to the fact that the auctioneer is
not a man of standing  The auctioneer is responsible for the payment,
and if he is a man of no standing, you are bound to lose.

-
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My, Rau.—In the case of the East Indian Railway, in Cawnpore
they had a firm of auctioneérs, a firm of lpng standing, but they became
insolvent only recently. The firm was originally a very reputable firm,
but in the last two or three years they fell on evil days. I ean omly say
that we ean- lake reasonable precautions to see that that does not happen
agam.

Chairman—We might put in in the report a suggestion that
gererally speaking auctioneers who are entrusted with the selling of serap
should not bg men of straw.

Mr. Satyamurti—And the rule should be enforced that they would not
be allowed to remove the auctioned property until they had paid the last
pie.

Mr. Badenoch.—Another point is, second sub-paragraph. ‘‘ One of
the coditions in the form of tender was that in the event of the tender
being subunitted by & firm, it must be signed separately by cach member
thereof or it must be SIgned on their behalf by a person holdmg a power
of attorney authorising him to do so.”” Apparently there is a defect of
procedure in the North Western Railway.

Mr. Rau—1 have written to the administration lo satisfy themselves
by taking legal advice that the party executing the agreement had the
authority to do so.

Myr. Satyomurti—When was this done ?
Mr. Rou—As soon as this case came to our knowledge,

Mr. Salyamurtr—Cannot you write and ask, in view of the past
losses, how many agreements have been entered into and if the ad-
ministration has carried out your instructions ?

Myr. Rau—1 do not think it is a practical proposition. It is not
reasonahle to ask every administration, whether thev have carried out
our instractions, because we expect them to.

Mr. Satymnurti—I am not suggesting to you that, but where railways
have been found by audit to have lost by a certain course of action and
you have thought it important enough to issue rules regarding the matter,
I suggest to you that you might ask for returns periodically.

Mr. Badenoch.—There is no good asking for that, Mr. Satyamurti.
The only way the Railway Board could satisfy themselves that- their
orders were being carried out is by having their own inspection staff.
Either they have to trust the railways, or distrust them to the full and
have their own inspection staff.

Mr. Satyamurti—Can you not have a compromise, and ask for returns,
say, once in 8ix months !

Myr. Badenoch—I do not think it is any good AS the Chairman
said, the administrations will only say, Yes, and it would not carry us
any f urther.

. Prof. Kanga.—1 suggest that we might make a recommendation that
some suitable action should be devised to see that the instructions of the
Railway Board are carried out.

Chasrman.-—Suitable action is audit. .
L163FinD p -
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Prof. Ranga—Unfortunately audit comes too late.

Mr. Badenoch—A number, of instructions are administrative and
audit would not come n in those cases, " o

Mr. Rau—We have internal audit on the stete-managed railways.
Prof. Ranga.—Ail these cases come from the North Western Railway.

Chasrman.--1 suggest that when you meet the Agent you might
report to him this conversation of ours and charge him with the duty of
carrying out your instructions.

Sir Mokammad Yakub—I find that the control of the Railway

Board over the Agents is not as strict as it should be and that the Agents
never care for the Railway Board.

Mr. Satuamurti—I agree with you.

Chairman.—I1 think the best thing would be for Mr. Rau, when he
meets the Agents in October to convey to them the general feeling of the
Public Accounts Committee and make a suitable exbortation to them.

Mr. Satuainurti—He must be able to say that the Public Accounts
Committee is with him in this matter.

Chasrman.—Yes.

Mr. Das—This thing happened in 1923 and how is it that it came
up only in 1934 ? What was the administration doing ?

Myr. Rau—They were trying to recover the monev from that man.
It was really a delay in legal proceedings.

67. Mr. Satyamurti—Paragraph 148 of the Audit Report.

Mr. Sundcram —It was due to a temporary disorganisation at that
time owing to an unfortunate experiment which had been launched, but
it was iImmediately given up soon after.

68. Mr. Satyamurti.—Paragraph 170 of the Audit Report.
‘“ The fraud could not be detected earlier owing chiefly to the fact that
the reconciliation of debit figures under Purchase Account with those of
the General Books was not correctly made and the analysis of the balance
at the time of the monthly reconciliation with the General Books was not
being carried out item by item but by lump-sum totals during the
period.”’ '

Mr. S8undaram —The procedure has been set right.

69. Prof. Ranga.—Paragraph 177 of the Audit Report. ‘‘ As regards
the question of taking disciplinary action against the staff responsible
for the non-realisation of the Railway dues, the administration have stated
that it is imposeible to fix responsibility and as such, no disciplinary
action can be taken against the staff.”’

Mr. Ruu.—1 understand that the records relating to the case have
sinee been destrdyed, and’it is not possible to find out who was responsible
for the mistake in the first instance. As regards the supervising staff, the
guzetted officer and the senior accountant in the earlicr period of this
mistake have retired.

Chairman—My general impression is—it may be quite an unfair
observation—that cases take too long to come to light. That may be
incvitable, but [ suggest that you should see whether they can be cleaned
up quicker. ’ ' . -
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Mr. Rau—Generally cases take too long to be brought to notice of
proper authonty "

Mr. Sundaram.—This type of case could only corte to light accldgntal-
ly. We hgd to recover spmething from somebody. else and it was only by
chance that we found out this, o

My, Salyamurti—But it says, ¢ The bills from March 1925 to August
1928 amounting to Rs. 25,473 were accepted by the Port Commissioners
but were not realised and bills from September 1928 tc February 1933
amounting to Rs. 35,964 were not submitted for acceptance in spite of
the fact that ‘the Traffic Manager, Port Commissioners, while returning
the bill for gatekeepers duly aceepted in 1928, sugoested that the bills
should be sent.in future direct to their Chlef Accountant for payvment
in the same way as the bills in connection with the working of the Shalimar
Coal Yard. The Accounts Office has explained that records prior to March
1935 a® not avzilable.”’

Mr. Sundargm.e-The papers of that time could not he traced, they
are all missing.

Mr. Satyamurti.—You cannot say who was respoensible for that. Ts
there any chance of records getting missed again ?

Mr. Sundaram.—We are taking all possible steps te prevent that.
70. Prof. Ranga—Paragraph 193 of the Anudit Report.

Mr. Rau-—-That may be taken up when the Chief Commissioner is
also ™here.

The Committee then adjournmed till 11 A.mM. on Saturday, the 24th
August, 1935,

L163FinD
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Bvidencs taken at the 15th meeting of the Public Acoounts Committee
held on Saturday, the 24th August 1035, at 11 AN.

" PRESENT.

n

The Hon’ble Bir JamMes Griga, K.C.B., Finance Member,lChaimmn-.
Mr. B. Das, ML.A. )
Mr. S. SatyamurTi, M.L.A,

Frofessor N. G. Ranga, M.L.A.

Dr. THEIN Maung, M.L.A.

Maulvi Sir MonaMmap Yakus, Kt.,, M.L.A,

Captain Smer Momammap Khan, CILE. M.B.E, |

ML A >Memb( rs.
Bhai Parma Nanp, M.L.A. ¢
Dr. R. D. DairaL, ML.A. «
Rai Bahadur Sir SaATva CHARAN MUKHERJEF, Kt

C.B.E, M.LA.

Khan Sahib Shaikh FazL-1-HaQ Piracra, M.L.A.

Mr. A. C. Babenoch, C.IE. 1.C.S., Auditor General. Were also
Mr. B. NEBRrU, Director of Railway Audit. present.
Mr. P. R. Rau, Financial Commissioner of Railways.
Mr. T. S. SANKARA AIYAR, Director of Finance. }Witﬂesse.s.
Mr. V. S. SunparaM, Controller of Railway Accounts.

The Chairman at the outset referred to certain press reports of the
proceedings of the Committee, which he characterised as unauthorised
and improver and said :

‘“ We shall place this on record and ask the Secretary to issue a
stutenent to the effect that the reports are not only unautho-
rised and improper, because the proceedings of the Com-

. mittee are private, but completely inaccurate.’’

The Commasttee agreed.

71. Mr. Satyamuris—I shall now take up the Audit Report, para-
graph 5 on page 2. 1 want to know whether the changes in the Demands

for Grants have yielded better results from the administrative point of
view ?

Mr. Rau —The changes were made, because it was felt that the
form which obtained till 1933-34, was not conducive to the proper control
of expenditure, 4s they did not follow the accounts in any way. So after
examination and in consultation with the Auditor General, we proposed
that the demands should in future eorrespond to the way in which
goeounts were kept. Till we have the appropriation accounts for the next

year before us it is not possible to say to what extent improvement has
been effected.

Mr. Satyamurti.-—What does audit think of the change !
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Mr. Badenoch.--The change was made at the instance of audit. The
defect in the old arrangement was that the demandecut right across the
accounts and in order to make a compilation of expenditure and to com-
pare it with the grant, it*had to be a special ad hoc compilation and audit
pointed out that this was a very serious drawback and an impediment
in the way of proper control. The Public Accounts Committee two years
ago discussed the thing in very great detail and decided to adopt the view
w}‘nc.h had been arrived at in consultation between the Financial Com-
missioner of Railways and the Auditor General.

Mr. Sailyainurti—At a suitable opportunity, would you wmake a
report ?

Mr. Badenoch.—It will come up automatically in connection with”
the appropriation accounts of next year ?

72. Mi. Naryarurti—I hope Mr. Rau has noted paragraphs 3 and 4
on page 1 of the Audit report ?

Mr. Rau—1 hav® had some correspondence with the Awuditor Gen-
eral on this matter and he and I have agreed that in my review in future,
I shall give as many typical instances of irregularities as I have been akle
to discover. lle hus agreed with me that it is not necessary nor desirable
to give a catalogue of all irregularities.

My, Badenoch. —1t is really a matter of mutual accommodation and
we have told the Director of Railway Audit that he should not refer to
any purely appropriation matter unless it is really important.

Mr. Salyamurti.--My point is that no important thing should be left
out. They should bring out all the important irregularities.

Mr. Badenoch.--1 think we are agreed on that.

73. Mr. Solyamurti—Is there anybody in the Railway Board con-
cerned with the receipts of the railways ¢

Mr. Rau—There is the Director of Trafficc. We had a Member for
Traffic which post was abolished in 1932. Each Agent has also got a com-
mercial Departinent with a large number of. officers and we get reports
from all of them, and here it is part of the business of the Railway
Board. Whenever they think there are certain avenues which may pro-
fitably be explored, we ask them to examine the question very thoroughly.

Sir Mohammad Yakub.—By whom are these reports from the commer-
cial Departinents of Railways scrutinised ¢

Mr. Rau.--By the Director of Traffic here. It is not of course a
regular report.

74. Mr. Das-—] suggest it is time that you should codify your rules
and regulations.

Mr. Rau-—We have a number of codes. Many of them are out of
date. We had in 1931 or 1932 one or two officers to refise and codify

the rules but the Railway Retrenchment Sub-Committee definitely recom-
mended that all their work should be stopped.

Chairman.—Is it not the case that either before or shortly after the
institution of the new authority, this should be done in any case ?

Mr. Rau.--Probably before. All this will be subjected to revision
by the new authority but it is always better to consolidate the present
pesition so that they can have something to work upon. .

- &#
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Mr. Badenoch.-—My view coincides with the view of the -Cownmittee.
We consider that the railway codes are generally speaking completely out
of date and on the whole it is unfair to the new railway authsrity.

75. Mr. Satyagnurti.—-—What is the latest position, with regard to the
remarks in paragraph 10 of the Audit Report ¢ ‘

Mr. Rau.—My view is that it is a good method of budgeting.

Mr. Badenvcih.—I do not entirely agree with my Director there. On
the whole the railway procedure is quite a good procedure.

76. Mr. Saivamurti—Page 5 of the Audit Report. What is the
position ?

My. Badenoch.-—Paragraph 20 is rather important.

My. Satyamurii—There is defective estimating in a number' of cases.
Can we have a general explanation ¢ .

Mr. Badenoch—Under the various suspense heads the budgeting is
rather weak.

Mr* Rau—I1 agree with the Auditor General in that matter.

Mr. Satyamurti—Will you undertake to look into these matiers to
prevent such recurrence ?

Mr. Rau—These were all matters of oversight which you could not
possibly eliminate entirely. Human nature being what it is, it is im-
possible to expect perfection.

Mr. Badenoch.—Possibly the Controller of Railway Accounis might
impress upon the acecunts officers that they should look into this more
carefully.

Mr. Kau—-As a matter of fact we take up every case reported by
the Director of Railway Audit.

Myr. Batyamurti—'‘ No funds were allotted by the Railway Board

cere With reference to this remark, that is a case where you come

Mr. Rau.--The fact is that the Agent, Nizam’s State Railways, works
for us a small bit of line. The previous practice was that all his
expenditure on this section was distributed between the Nizam's Govern-
ment and the Government of India proportionately and the practice was
to show the total cxpenditure debitable to the Government of India in
one place—.\dministration. We asked him to distribute it hetween the
Administration and Repairs and Maintenance and Renewals and Replace-
ments, and it is more or less, arbitrary. On our insistence he did give
us figures and we put them down in the revised estimates. [n future I
hope this thing will not happen.

Mr. Satyemurti-—We want to make it as strong as we ¢an make
out,—;vhat we want to say in the report about general budgeting and
control.

Chairman.—We will consider whether we should mention it specifi-
cally or mention it as a general thing.

- Mr. Badenoch—These are points Mr. Rau might take up in his
review.

* ¢
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77. Mr. Satyamurti—Paragraph 21 of the Audit Report --*'the

‘whole supplemen.tary grant proved to be unnecessary *’.  You, Mr. Chair-
man, also come in here for this responsibility

Chasman.--This ¥ peculiarly T think the responsibili
. : v I ponsibility of the
Finanee Member rather than the Finance Departmeht and I \}”vi].l look to

it myself. Mr. Sanjiva Row points out that the Finance Member is not
consulted for supplementary grants.

Mr. Itau.---The Financial Commissioner brings it to the notice of the

Railway Member and, when the matter is of sufficient importance, to the
Finance Member. ’

.Chairman.-—l’ will look into the question. Of course we are very
anxious not te diminish the prestige and authority of the Finanecial Comc
missioner as being the representative of the Finance Member. If I reduce
]1;1m 3. cypher, well, he will have no authority vis-a-wis the Railway

oard.

o .
Mr. Rau—also, the Railway Member has got to present the esti-

mates ; for the purposes of the Railway Budget, he is the Finance Mem-
ber.

Mr. Das.—The Assembly has assumed sinece 1925-26 that the Financial
Commiissioner is the direet representative of the Finance Member.

Chairman.—I think it is very important that nothing should be done
to diminish the prestige and authority of the Financial Commissioner,
However, 1 will look into it.

Mr. Sciyamurtt—Then, why should, for instance, Mr. Rau be asked
to explain every point regarding the railway administration * Ile has
got to defend the Department’s administrative acts.

Chairman.-—Priima facie 1 have some sympathy with that view.

78. Mr. Dadenach.—Paragraph 23 of the Audit Report.—I would like
to cut out the word ‘' arbitrary '’ from the phrase ‘¢ arbitrary nature of
the cuts ’’.

Myr. Satyamurti-—Whenever the Railway Board makes cuts upon a
demand, there is the stock explanation, that you reduced the demand and
8o on ; well, that I think is not a very healthy state of affairs as between
the Railway Board and the Agent ?

. Mr. Rau.—This is explained very fully in paragraph 84 to 91 of my
Review. I do not know what the views of the Auditor General are ?

Mr. Badenoch.-—My own view is that in a case Mke that the Railway
Board must be supported. But there is a want of liaison over these cuts.
Either the reasons for them are insufficiently explained to the Railway
Administrations or the latter do not take the .trouble to understand or
carry out the intentions of the Railway Board. .

Chasrman.—Would you consider the suggestion that when you are
discussing your estimates, you should get the Agents up ¥ 1 suggest
you might have a sort of estimates ¢onference and that might he worth
your considering.

Mr. Satyamurli—But the decision should be that of ‘thg Railway
Board. ‘
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AMi. Rew—We are having such discussions with regard to eapital
expenditure, but we have not had such discussions with regard to revenue
expenditure. . ; '

79. Mr. Saluamirti—What would you suggest for what appears at
the top of page 42 ¢f the review ! I quite agree if they are unforeseen,
but if they are joreseeable, what would you suggest ¢ Would you expect
to confine them purely to unforeseen contingencies ?

Mr. Raw.—Quite so.

Mr. Satyamurti—Therefore, this comment is not intended to give
them elasticity but really to provide for unforeseen contingencies.

Mr. Rau—In Railway Administration, I think the definition of un-
foreseen is a little bit elastic, for instance, traffic offering in excess of
what you thought you would be carrying. That would be unforeseen.

Chairman-—Do you get from the railway administrations thonthly
returns and do you review them at specific intervals of three months
or six months ? ‘

Mr. Rau—-We go through them every month.

Chairman.—Do you go through them from the point of view of seeing
whether the disecrepancy in the estimates is justified

Mr. Rau.—When we see that the expenditure is going on at such a
high rate as to exceed the budget, we immediately ask for an explanation
and tell them to moderate the expenditure for the rest of the year.

80. Prof. BKanga.—When you impose certain cuts, I think you make
them as a sort of final thing.

Mr. Rau—The Auditor General was quite correct in pointing out
that we made no attempt to explain the cuts (vide No. 78 ante), and it
was at his suggestion in 1934-35 we issued orders, which I have referred

in_paragraph 89 of my review to show what were the reasons for the
cuts.

Mr. Selyamurit—I1 come to paragraph 90 of the Review ; the last
few lines show that the Railway Board is perfectly right all the time ?

Mr. Rau—That is what I have attempted to prove.

Myr. Satyomurti.—-Therefore, it ought not to be difficult to persuade
tlie Agents to accept these cuts ?

‘Mr. Bau.—They have accepted these cuts. We provided 49.85 erores,
and the actual expenditurc amounted to 49.50 crores, i.e. an excess of 15
laklis in a budget of¥d91 crores, which is 1|3 per cent. I think that shows
that we have been successful.

Prof. Ranga—Do these cuts comprise both cuts in staff and cats in
works as well ? ;

‘ .
Mr. Rau.—-These are budget cuts.

"7 Prof. Ranga—You leave the distribution to the Railways ?
Mr. Rau.— Yes. .

Mr. Satyamurti—The remarks in the Audit Report do not bear
« your conclusion ?

Mr. Rau.—The figures are here.

-
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Mr. Satyamurti— What is really important is that under each head
why should there he so many excesses ¥ . We have had those before in
otker departments. My point is we have got too many excesses and what
has Audik got to say ¢

. Chavrnman.—I1 weuld like to know from the Auddter General whether
in the case of the Ruilways he would naturally expect greater individual
variations ¢

Mr. Badenoch.—Most decidedly, and especially in the case of these cuts,
the Railway PBoard don’t go on sub-heads. They don’t consider the work-
Ing expenses really by sub-heads under each grant. They really go very
much by totals, and I don’t see how they can do anything else. They do
examine the details when there is some important factor affecting these
totals, but from the point of view of general estimates of working expenses,
they are bound to deal with totals and inevitably there inust be varia-
tions Under sub-heads.

Mr. Rou—1. thitk I ought to mention also that this is not unconsti-
tutional in any way because it has always been accepted that the grant is
sanctioned as a whole by the Assembly, and the powers of re-appropria-
tion within it are given to the executive. The second point is, the Publie
Accounts Committee last year even agreed to a sort of an informal re-
appropriation between different grants, and they said that the Agent
would be at liberty to re-approriate so long as he did not exceed his total
grant. Apart from the constitutional point on which I am not a Pundit,
I would like to talk about the practical point. If you insist on no excesses
in these matters, that will mean there will be margins and hidden reserves
kept here and there. If you insist on no savings, you will stimulate un-
necessary expenditure. That is why I say that our present method of deal-
ing with large groups and not with little sub-heads is the only possible
method of estimating when the total is 50 erores.

Mr. Salyamurti—Provided these excesses are for unforeseen cases ?

Mr. Rau.—We do not insist on their spending to the fullest extent.
That is why I would deprecate too much atténtion being paid to lapses
here and there. '

Myr. Saiyamurti—I suggest, Sir, that we accept paragraph 91 and
commend it to the Railway Administrations. I entirely agree with the
last few lines. That is really sound finance, and I should like to put it
in the Report as a guide for future budgets.

Chatrman—Let us go through the Appropriation Report.

81. Mr. Das—Before you take it up, I have a few paragraphs to
deal with on Audit Report. If Mr. Rau accepts my genersl criticism,
T shall not go into details. With regard to B. N. R. and N. W. R. you
have cases depicted this year which are a continuation ¢f the old story,
and T do want Mr. Ran to agree with me that the Railway Board should
look with alarm and apply some means to see that the Bengal Nagpur
Railway and North-Western Railway tighten up their financial control.
I would particularly refer to the land purchssed at Raipur by the Bengal

Nagpur Railway.

Mr. Rau—As regards the general question, the fact that all these are
put in 1933-34 does not mean that the jrregularities occurred in that year.
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Mr. Badenoch.—1 should like to say that we include these in the
audit reports as instances of infructuous expenditure. Actually. we don’t
say they are necessarity blameworthy, for it is a matter of fair commercial
risk, and audit does not set itself up as a judge.,

“'

Myr. Das.—1 am* not taking it up from the Audit point of view, but
being a commercial minded man and knowing as I do all the mistakes of
the Bengal Nagpur Railway in the past, I do want to lay stress on the
over-capitalising and overstocking of stores by the Bengal Nagpur Railway.
This land at Raipur should not have been purchased. o

Mr. Rau—As a matter of fact, the Administration had reason to
believe that Raipur would become a much more important place, and they
were afraid that if they did not buy up all the land in that vicinity, land
which might be required for immediate and future development, land
speculators might step in and raise prices. As a matter of fact, we-under-
stand now that land in that vicinity has risen in value so much that they
think that if they sold some of the land now. they could probably make a
profit on the transaction.

Rai Bahadur Sir Satya Charan Mukharjee—That is perfectly correct.

Myr. Das—1 am emphasising on the over-capitalisation of the Bengal
Nagpur Railway.

My. Rou—I1 quite agree with you that we should not purchase land
In excess of our requirements. If Raipur had become a really important
yard as they had expected all this land would have been required. All

our hopes about Raipur-Vizianagaram line have had to be considerably
reduced.

Mr. Das.—1929-30 was a bad year ; depression was there. The whole
question was raised in the Committee, and we raised the point whether
the department should not appoint a committee to go through the adminis-
tration of the Bengal Nagpur Railway particularly to devise means. ...

Myr. Badenoch.—I can say definitely that the Bengal Nagpur Railway
now gives us much less trouble. We consider that under the present
Agent the Bengal Nagpur Railway has improved out of all recognition.

Mr. Das—I do recognise it, and I take credit for it, becaunse in
1928-29 T was a member of the sub-committee which examined it.

Mr. Badenoch.—These are things that should be left to the Adminis-
tration itself.

82. Mr. Das—] think the Bengal Nagpur Railway expenditure is
very high compared to that of the other Railways ¢

hMr. Rau—That is due to the unremunerative traffic it has to deal
with.

Mr. Das—With all that, 1 think the cost of top heavy administration

should be reduced. As we have raised the point and the Finance Member
is going to look into it, he may be able to evolve some thing to curtail the
expenditure on this Railway. As an oldest member of this Committee
and also as a businessman, I still lay stress that something must be done
to see that both the Bengal Nagpur Railway and North-Western Railway
pay their way.

. Mr. Satyamurti—As the youngest Member, I also agree.
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Appropriation Accounts.

83. Mr. Satyamurti—Page 12, what-have yoy to say about this plus

1,13, N o
Mr. Rau—-1 am afraid I eannot give you any nore qxplanation than
what is given already. That arosc out of the Pope Committee’s Report.

Mr. Satyamurti—Was it in the middle of this year ?
Mr. Rgu—Mr. Pope came down in December 1932, and his Re-
port was sent in some time in the middle of 1933, I think, and the Railway

Board took it up some time later.
Mr. Satyarmurti—Could not these changes have been foreseen and pro-

vided for ?
#/r. Rau.—Since the orders of the Railway Board were issued only late

in 1933, these changes could not have been foreseen.
84. Prof. Randa—Page 8, non-voted. What is the explanation for
it, Office of the Chief Auditor, Railway Clearing Accounts ?

Mr. Badenoch.—The Retrenchment Committee suggested that retrench-

ment should be effected in railway audit, and one of the unpopular measures
that was taken was to reduce the Chief Auditor, Railway Clearing Office,

from Accountant-General’s status to class I status.

85. Mr. Satyamurti—Page 13, item 5—minus 3,73. 1 think these
eould have been foresecn unless your office was purblind ¢ Did anything

arise after the Budget ?
Mr. Rau—When a man goes into a department and tries to find out
what posts can be doubled up, what posts can be abolished or held in abey-

ance, naturally he discovers these things.
86. Mr. Satyamurti.—Item 6,—minus 514.
Myr. Rau—That is not a saving really. It is a question of allocation.

It goes into some other head.
87. Mr. Satyamurti—Page 14, minus 2,94,—the explamation is that
it is mainly due to minor variations on almost all the railways. Is that

a very satisfactory explanation {
Mr. Rau—1t is the traffic department.
88. Mr. Satyamurti—Let us take page 14, item No. 9, 3,10.
Mr. Rau.—That is definitely due to wrong budgeting.
Mr. Satyamurti.—Has anybody been caught for it or warned about it.
Mr. Rau—We have said in our letter that they should try to aveid
such mistakes. o

. Mr. Satyamurti—I want to know whether in this particular case any
inquiry has been made or will be made to see who was responsible for

this. Unless you catch some one, these will not stop.
Mr. Das.—You can’t catch anybody in the company-managed Rail->

ways.
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Mr. Rou—In this case I must say that it is not entirely the fault of
the Railways, because when we make a cut, we don’t make it under separate
sub-heads. I know, for instance, in Grant No. 4, they don’t really want
as much as they ask for. As regards.the distribution they are in®a better

position than we are here to make it.

Mr. Satyamuris.—You cannot treat this as a kind of mercantile con-
cern.

Chasrman—I1 would make a qualification against that ; as long as
the main result is achieved, I don’t think it is so serious in the case of a
department like the Railways where estimating has a much bigger element
of uncertainty.

Myr. Satyamurti-—Anyhow you are bound to lose for all time ?

Chatrman.—If the Railways themselves are allowed to allocate the
block cut, it is regrettable that they don’t do it more thoughtfully.

89. Mr. Satyamurti—We now go on to the next Grant No. 5, which
is even worve—Revenue—working expenses, Repairs and Maintenance
and Operation. Even the Auditor-General must see that these excesses
and savings are disturbing. They may be called violent savings and violent
excesses.

Chairinan.—What would you consider on this sort of work a reason-
‘able margic of variation ?

Mr. Sulyamurts.—One per cent.

Mr. Badenoch.—1 say one percent is very good. 1 certainly would not
mind 2} per cent. on individual items.

Mr. Rau—1 would say 5 per cent. would be good, but 24 per cent
would be very good.
Myr. Badenoch.——Yes, on particular sub-heads.

Chaérman.—Let us look at them in relation to what the Auditor-Gene-
ral regards as a safe criterion.

No. 2 is under 2 per cent.
No. 3 nearly 4 per cent.
No. 4 is over 5 per cent.

Mr. Rau—That is due partly to change of classification. We are
now insisting that no changes in procedure should be given effect to tili
it has been provided for in the budget.

Mr. Satyamurti—Has it now been aceepted by your Agent ?

Myr. Rau.—That is a mistake.

Mr. Satyemurti—Has the mistake been corrected, and have they
aecepted the principle ?
_Mr. Rau.—Nabody can objeet to it. These are orders issued by the
Railway Board and the Adnunistrations must accept those orders.
90. My. Satyamurti—On page 25 under Gratuities there is an
eXCOesS.

Mr. Raw—We could not foresee exactly who were to be discharged
,and what gratuities they would get. It is impessible to work on am in-
dividual basis. We admit we made a mistake in putting in 40 lakés,
but as a matter of fuct I was correct withm .02 per cent. of the total.
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. Mr. Satquurtc.--Y’ou think the sanctioning authority may make
mistakes .provided that in the ultimate analysis, it, is found justified.

_ Mr. Badenoch.—In the case of railwhys you have to give some more
latitude %ecause they ®eal in crores.

~ Mr. Satyamurti—Do you think 50 per cent. more on gratituties is
Jjustified.
Mr. Badenoch.—As you know I apologised for the Accountant-Gene-

r{al s estimate of the pensions. It is always difficult to estimate the pen-
sions and grtuities.

Chairman.—1 think an excess here is a virtue. If you come next
year and tell me that they would sack more people than they thought
they would and that there would not be a saving but an excess on gratui-
ties, I am not going to complain very much.

9. M. Satyamurti—On page 29, you have a saving under suspense
account. °

Myr. Rau-—This is revenue suspense. We expecet these transactions
to ba’ance each other ordinarily at the end of the year. There is no basis
for budgeting. In this particular year, we provided only for the affe:t o
the reduction in the ent in pay. ‘

92. Mr. Satyamurti—On page 36, under Capital, new construction,
there is a saving of 9.53 lakhs. Surely you must have some explanation.

Mr. Rau.—The most important of this was: the saving of 10 lakhs on
the Ava Bridge at Sagaing. This wes due partly to a rcal saving in the
cost (4 lakhs) and partly (5 lakhs; to non-completion of certain works.

Mr. Satyamurti—Did they over-estimate ?

Myr. Raou—T have given a general explanation in paragraph 29 of my
report. - There are all sorts of things which it is impossible to estimate
the cost of. I would appeal to the practical experience of the members
of the committee in this matter. When you build a house for instance
you would not know in advance how much it is going to cost you
exactly.

Myr. Satyamruti—I have no costly advisers. I am a poor man and
when I build a house, I know what it would ecxactly cost me. But the
Railway Board has experts to advise it and it pays handsome salary to
these experts. Why can they not give exact estimates.

Mr. Rau—But experts are not infallible.
Mr. Satyamurti—Why was the work postponed ?
Mr. Rau—Because the materials did not arrive or some such cause.

Chairman—If you find any particular enterprise is making less
progress than it is expected, then the Finance Departmgnt should reduce
the provision accordingly.

93. Prof. Ranga—Are you quite sure that the Railway administra-
tion does not bripg pressure to bear upon them not to spend money that
has been allotted for repsirs and renewals.

Mr, Rau.—1 can assure you on that point.
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Chairman—The first duty of the Finance Department, when they
find that the money asked for has:not been spent; is to edt down the ambount.
If during the year the finance authorities consider that the Finance Mem-
ber or h1§_ representative had come to the conclusion in the light of further
information that they have over-provided, I think they would be oerfectly
entitled to tell them \to surrender the amount. |

Prof. Ranga—But Mr. Rau in paragraph 55 on page 29 makes the
following observation : |
‘“ The total expenditure was 3.10 crores below the amount pro-
grammed ; though 54 lakhs are explained as duz to various
unexpected credits, the balance of over 2} crores can only be
explained as due to the natural tendency of railway adiminis-
trations to include in the programme all the works which
they would like to start.”’

Mr. Rau—The Railway Board are perfectly entitled to tell a ruilway
administration, if they find that a certain work for which provision has
been made is unnecessary, not to proceed with the wYk, and to save the
money.

94. Mr. Satyamurti.—1 would suggest that the Committee should

endorse the last sentence in the second paragraph of paragraph 55, namely
‘‘ shall endeavour to correct the tendency to over-estimating in preparing
the programmes for 1936-37 °.

Chairman.—I have not the slightest objection.

95. Prof. Ranga—Page 59. Can you not amalgamate the office of
Controller of Railway Accounts with the Railway Board.

Mr. Raw—I think the Auditor-General would strongly objeci.

Mr. Badenoch.—The Pope Committee suggested the abolition but
1 was against it.

Prof. Ranga—Could you not effect a saving by amalgamation ?

Chairman.—Don’t you want a quass-independent officer to control
the Railway Accounts. '

Mr. Rau.—The Controller of Railway Accounts is under the Finan-
cial Commissioner and not under the Railway Board.

96. Mr. Satyamurti—]I now come to Annexure ‘ A’ where a Table
is given showing the unsanctioned expenditure, relating to several years
past. I suggest that these matters should be investigated to see whether
these things coulld not be done more expeditiously.

Mr. Rau.—-1 quite agree that a long list like this is unsatisfactory.

Chairman.—Is it one of your difficulties that the company-managed
railways who have special, contracts and surplus profits and that sort of
thing are a little cantankerous in arguing about the propriety of the expen-
diture ?

Mr. Rau.—There ig the question of allocation involved in it.

Chatrman.—The companies go on arguing and arguing till in the
< €end you have to refer the matter to the Secretary of State.
. Mr. Satyamurti—That is another reason why you should buy up all
the .company-managed railways.



61 .

s

Chairman.—Provided they are worth buying. *

Ay Satyamurtz —1I should like the matter to be examined to_see -if
these cannot be speeded up.

Chainuan—You wamt to put in that the iteps of unsa.nctioned
expenditure take a very long time to clear up and the t:)ssibility of speed-
ing them up should be examined .

Mr. Rau.—As a matter of fact T was just wondering whether there
was any comparison with the previous.year, I find the percentage has
gone down frgm 1.32 to 1.29.

Mr. Satyamurti—On page 77, the item relating to the purchase of
telegraph instruments is hanging from March 1933.

Mr. Rau—I suppose it is a question of proper adjustment between
the Posts and Telegraph Department and the railway.

M?® Satyamurii—The next item of one lakh and odd is aw aiting the
sanction of the Ra.ﬂvgay Board since February 1933 ? Another item re-
lating to N. W. R. costing over four lakhs is awaiting sanetion since April
1928.

Mr. Rau—1 do not see any reason why we should not have given
provisional sanction in this case. This will be regularised through the
completion report.

Mr. Satyamurti—The next item is 65 lakhs relating to the Raipur
Vizianagram construction. It js awaiting sanction since April 1931.

Mr. Raw.—As regards this item, we were not quite sure whether it
required the sanction of the Secretary of State. Before making a report
to the Secretary of State, we wanted to get the latest estimates of traffic
receipts and expenditure.

Mr. Badenoch.—As regards the question whether the position was
getting better or worse, I must say it is getting better. The percentage
of objectionable expenditure in 1930-31 was 2.14, and it is now down to
1.29. There is thus an improvement.

Mr. Satyamurti—I want the Railway Board to finish all these objec-
tionable items, at once.

Mr. Rau.—I am not as optimistic as you are. I know that some
cases will necessarily be going on from year to year. If the committee
likes, we can give the explanation in the appropriation report itself as
to why a particular item still awaits sanetion. I think that would help
the committce. |

Mr. Satyamurti—I would suggest to you, Mr. Chairman, that we put
something strong in the Report about this matter.

Mr. Das—On page 80 the item relating to Lillooah saw miH doubling
is awaiting sanction since Qctober 1926 ? . .

Mr. Rau.—I1 am sorry I am not able to explain these items in detail.
As 1 told you I would arrange next year to give a brief explanation of all
these items which are awaiting sanction.

Mr. Satyamurti—Can you give us the total of all these items ¢

Mr. Rau—It is on page 76 ; it comes to one crore odd.
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Mr. Satyamurti.—What about this Raipur-Vizianagram construction
on page 88 1 ]
Mr. Rau.—That 1s part of ‘the old one.

Mr, Satyamurti—What is the reason for this,—T. B. Raiiway con-
struction ? Will tHat be included in the next report ! :

My. Kau—I said 1 would give an explanation for each of the items
occurring in the next year’s report. I hope you do not want an expla-
nation of the items in this year’s report.

Prof. Ranga.—Development of Jarangdih Colliery is 1(f lakhs. Does
this 1uean that you never approach the Legislative Assembly for these
things ?

Mr. Rau—This is not a case of want of sanction of the Assembly.
The Assembly sanction is obtained through the budget for the e¢xpenditure
and sometimes the expenditure is incurred but for technical reason, the
amount is kept under objection, e.g., a detailed estimate is not prepared.
The audit and accounts people say they must have the- estimates before
they pass the expenditure as regular. It is put in an objection book and
after the estimate is prepared it is taken out of the objection book.

Mr. Badenoch.—They are merely unsanctioned excesses over estimates.

Chairman.—Is it where local people do not tell you in time that they
are going to exceed their original estimate ?

My, Rau—They prepare an estimate which is held under objection
and after the detailed estimate is sanctioned by the Agent, the objection
is removed. Sometimes after the detailed estimate is prepared they have
a revised estimate and that waits for some time before it is sanctioned.
Sometimes there is a second revised estimate, but it does not necessarily
follow that there is an excess.

Chuiiman—What I am trying to find out is whether it is a techui-
cality.

Mr. Rau—It is partly so. It does not mean that money is bheing
wasted or spent without sanction. There is administrative sanction of
the iminediate superior authority. The money has been approved in the
budget but the detailed estimates are not yet ready. But we do insist
upen detailed estimates because if we do not get them we do not know

how the money is being spent at all.

Mr. Badenoch.—There is a certain amount of crime in starting work
on ahstract estimates. E

Mr. Rau—I think the P. A. C. have expressed themselves on that
before.

Chairman.—1 think that in so far as these objections are due to their
starting wark m‘ advancg of detailed estimates, it onght to be stamped
out. ‘

Mr. 8atyamurti—What exactly does the statement ‘‘ without the
sanction of competent authority ’’ mean !

Mr. Badenoch.—It means that the expenditure has been incurred on
work and the estimate for the work has not received sanction of the
authority empowered to sanction it, the Agent or the Railway. Board.
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Chairman.—1 think it is not the whole of a new work being under-

taken without sanction, but the estimated. cost being exceeded without
sanetion. o ¢ |

Mr. Pudenoch.—Gentrally speakiﬁg it is that.

. Mr. Ray—Take this case at page 77.— ¢ Transfer of Calcutta Chord
Railway quarters at Bally to open line Howrah Division, ete.’’. This is
merely a question of transfer but it has not been approved by the final
authority because I raised some questions as to whether some adjustment
Wwas necessarye ‘ ’

Chairman-—1 think it would save a lot of trouble if Mr. Rau gave
explanations‘ so that we knew how much of technicalities there are. -

Mr. Satyamurti—I want a statement about this 10 lakhs on develop-
ment of Jarangdih Colliery.

Mr. Rau—1 will circulate an explanation of that.

97. Mr. SatyamuPti—Annexure B on page 92 ; I want the Auditor-
General’s help in this. What are these nnder-charges *

Mr. Badenoch.—That is on the audit of traffic vouchers to see whether
the freight charged is correet. -

Mr. Satyamurti—Is it due to carelessness or dishonesty ¢
Mr. Badenoch.—No ; it is an extremely complicated business, depend-
ing on classification of goods, etc.

Mr. Salyamurti.—Is this also improving ?
Mr. Badenoch.—In the previous year it was pretty much the same.

Prof. Ranga.—I1 want this last column to be split up into two, one
recovered and one written off.

Mr. Rau—We will do that.

Prof. Ranga—If they are neither recovered nor written off what
happens *?

Mr. Rau—It is carried forward.

98. Mr. Satyamurti—On page 90 there are some items where the

excesses are to be regularised through completion report. Are they all
technical ?

Mr. Bau—TI think so. Tt is purely a question of putting in the com-
pletion report for sanction.

99. Mr. Satyamurti—In Annexure C on page 93, who grants these
remissions or abandonment of claims ?

"Mr. Rau—The Traffic Manager in most cases and the Agent in
important cases. Mostly it is because they are irecoverable. Sometimes
wharfage and demurrage may be waived if there are good reasons for it.

Mr. Satyamurti—Are there any rules in regard to these remissions
and abandomments * ‘

Mr. Rou—If the Chief Accounts Officer conmsiders that the amount
should have been recovered and the Agent disagrees with him, he has a
right to bring it up to the Financial Commissioner.

L163FinD B
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l[r .Satyamuris.—What are the tests !
My. Rau—Tt is » matter of discretion.

Prof. Ranga—Will you explam this item, _‘‘ Reduced rates. ...
Rs. 90,814 *’ ¢ -

:  Mr. Rau—Details of this are contained in paragraph 148 of Mr.
Mitra’s audit report.

100. Mr. Satyamurts.—In Annexure E what is the basis of this allot-
ment of revenue and capital expenditure ?

. Mr. Rau—Capital expenditure is easily allocated because certain
sections of the line are marked off as strategic sections and anything
attributable to these portions of the line is debited to capital expenditure.
But revenue expenditure is on a proportionate basis.

101. Mr. Das.—In Annexure G on page 112 I think you ovght to
show somewhere your debt of 25 crores.

M. Rau—1I have put it in my Review. It is not a debt till it becomes
due. Under the Convention until we are in a posmon to have a surplus
it is not due at all and it is not a debt.

Adjourned till 10-30 A.M. on Monday, ‘the 26th August, 1935.
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lvidoncg taken at the 16th meeting of the Public Accounts Committee
held on Monday, the 26th Augyst 1935, at 10-30 A M.

[ ]

. . PRESENT :
The Hon'’ble Sir James Griaa, K.C.B., Finance Member, Chawmaxn.
Mr. B. Das, M.L.A. I

Mr. S. SATvamMurTi, ML. A
Profegsor N. G. RaNaa, MLA
Dr. THEIN MAUuNG, M.L.A.
Mr. J. Ramsay Scorr, M.L.A.

Maulvi Sir MomamMMap Yaxkus, Kt, M.L.A. ¥ Members.
+Captain SHER MomaMMAD KnaN, C. IE
M.B.E., M.L.A.

Bhai Paria Nano, MLA.
Dr. R. D. DavaL, M.L.A. N
Rai Bahadur Sir SATYyA CHARAN MUKHERJEE

Kt, C.B.E., M.LA. J
Mr. A. C. BADENOCH, C.1I.LE,, I.C.8., Auditor- Were also
General. present.
Mr. B. Ne=HRU, Director of Railway Audit.
Sir MAuricE BraysHAY, Kt.,, Chief Com- )
missioner of Railways.
Mr. P. R. Rau, Financial Commissioner,
Railways. Witnesses.
Mr. T. S. SANKARA AIvAR, Director of g ’
Finance.
Mr. V. S. Sunparam, Controller of the Rail-
way Accounts. J

102. Mr. Satyamurti—What is the present position as regards the last
sentence in paragraph 28 of the Audit Report $

Mr. Rau—1It can only be noticed when the next appropriation report
comes in. We have written to the various railways regarding this asking
them to take note of the various defects that have been brought to motice
here and see what they can do to avoid them.

103. Mr. Satyamurti—What is the present position regarding para-
graph 30 of the Audit Report ¥ There seems to be a lot of confusion here.

Mr. Rau.—The position is this : generally gpeaking, we have got no
basis at all for estimating any definite sum under suspense excepting in
the case of deductions for emergency cuts from pay in which case we know
that if there is a change from 10 to 5 per cent. or 5 to nothing there is
bound to be a reduction or addition at the end of the year and we there-
fore allowed only 8 lakhs under suspense for the year, because that was
the difference between the amounts outstanding in the beginning of the
year and the amounts outstanding at the end of the year.

Mr. Satyamurti—Why this confusion between these two sub-heads '
L163FinD x2
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.- Mp. Rau—There is a big grant Repairs, Maintenance and Operation ;
we have got smaller guants now:. I do mot think this mistake will recur.

104..Prof. Ranga.—What is the explanation about paragraph 31 of
the Audit Report : there was some uncertainty. '

Mr. Rau—In making a cut in the demands for grants with regard to
mnew construction we showed it as for each railway—the total originally
‘asked for—and then we deducted from the total the emergency cuts on all
the railways together instead of showing them under each railway. When
the question was raised we distributed-it to all railways. This is a techni-
-gal objection—there is no want of expenditure control ‘¢r anything in it.

Mr. Badenoch.—There is nothing in it.

105. Mr. Satyamuris.—As regards part (f) on page 19 of the Review,
‘what is the explanation ? ,

[ ]

Mr, Rau—It ought to have been provided for under Grant 5, but
was originally provided for under Grant 8. In the company’s accounts
.and in the Government’s accounts there is a difference in accounting of
-expenditure on renewals and replacements ; that was why the whole thing
‘was originally provided for under Grant 8. ‘

As regards the last sub-paragraph of paragraph 62 at page 19 of the
Audit Report, we have written again to the Government of Bengal about it.

*106. Mr. Satyamurts—This list of irregular reappropriations-—
Annexare I to the Appropriation Accounts is rather impressive—how did
it happen ? o '

Mr. Rau—They have all been summarised in paragraph 82 of the
Review in more easily understandable language. The first is on the
B: N. W. R. The point there is that the expenditure consists of expendi-
ture on their own railway and on the Tirhoot Railway which 1is state-
owned and managed by them. The grant is made gross for the total
system and their portion is deducted from it under the head *‘ worked
lines ’’, so that the balance means expenditure on the Tirhoot section with
which we are concerned. What they did was they reappropriated from
the sub-head worked lines, which is always minus figure, and added to
the sub-heads Miscellaneous and Establishment, which meant they incurred
more expenditure on their own section of the railway.

As regards the Bombay, Baroda and Central India Railway, it was
a mistake of the Railway Board. We ought to have distributed the two,
_but failed to do it and the mistake was set right by the railway adminis-
tration. They ought not to have done it techmically ; it was irregular,
bnt it was the correct thing to do.

107. Mr. Satyamurti—Annexure H to the Appropriation Accounts
is also a big list. It seems to me prima facte that credit should have heen
given for these unexpected credits ; and if they were not, is it right to
appropriate them to expenditure ¢

Chairman—Were the appropriations in aid being used to finanoce
expenditure as a rule ?

Mr. Badenoch.—I think these were passed by the Standing Finance
Committee.
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timeMr. Rau—No ; we had no information about these credits at the
. L J

Mr, Badenoch.—The Public Accounts Committee made a proposal and
the proposal was accepted by Government that ynanticipated ecredits
s!xould.not’ be used to give additional spending power without the sanc-
tion of the Standing Minance Committee. That was considered to be
equivalent to the Home system of getting supplementary grants. Techni-
cally, as grants under the Government of India Act are voted' net, the
administratign is within its rights in utilising unexpected credits provided
the toral. bet grant does not exceed the total grant given by the Assembly.
But obv;ously there are objections to allowing the spending department to
appropriate unanticipated credits to increase their expenditure. So this
decision was reached by the Public Accounts Committee two years ago
and has been accepted by Government and if there is any breach of it
then Government was responsible. o

Mr. Rau—]f Io may explain if a little further, the arrangement so
far as 1 can recollect was that any unanticipated credits should be brought
to the notice of the Public Accounts Committee in my review if it was
discovered too late for the budget. If it was discovered early enough, we
could get the sanction of the Standing Finance Committee and have a
token grant if necessary from the Assembly. I think this year it happened
as a matter of fact that at the time of preparation of the budget we did
not have any information about all these credits : For instance, under
6 (Annexure H) credit for 44 lakhs was received from the Telegraph
Department on account of refund of overcharges.

Chairman.—It is all very well, but they have gone and spent the
money. They have reappropriated it merely as a matter of routine, with-
out telling anybody ; it does strike me as a bit thick. '

Mr, Salyamurti.—Page 12 of the Audit Report says that in the case
of Grant 5, an additional vote of 23.29 lakhs would have been necessary.
It is a fairly big sum to take from unanticipated credits.

Chairman.—The question is to what extent these have been reappro-
priated ; they are unanticipated credits.

Mr. Rau.—On the total grant there is a small saving. The total
credits under this grant—grant No. 5—have been 29 lakhs ; but for this,
an additional grant would have been necessary.

Mr. Badenoch.—It is admittedly irregular. Mr. Rau’s point is there
were two alternatives : if possible the spending department should go to
the Standing Finance Committee and ask for appnroval to use these un-
anticipated credits. If for any reason they could not anticipate any
credit, then it must be reported to the Public Accounts Committee whe
would express their view.

Mr. Satyamurti—Without spending it, however.

Mr. Badenoch.—There is no doubt they have speut it ; they have uti-
lised unanticipated credit to increase their spending powers under grant
No. 5.

Mr. Satyamurti—It is irregular.

Mr. Rau—I admit it is irergular ; it is just the same as if they had
overspent the grant. :
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Chairman—Virtually they have run into an excess without sanetion.

Vr. Rou—Not because they happened to have the money but for
verious other reasons. The total expenditure was hxgher by about half a
per cent. of the total} -—

Mr. Satyamurti.—I should like to mention something about this in
the report.

Prof. Banga.—Could not they have anticipated some of these large
sums ¢

Chairman.—No ; I do not think it is any use complaining that un-
anticipated credits turn up. The unexpected is always happening in this
world. What is objectionable is spending the money without authority.

Mr. Satyamurti—I1 should like the matter to be further examined.
I am not satisfied that unanticipated credits form suitable material for
reappropriation.

Mr. Badenoch.—Admittedly they do not.

Chairman.—In strict law it probably does ; but there is a convention
that it should not. But evidently there are a number of cases where they
do it in the last month or so and these are reported to the Public Accounts
Committee. They seem to me to be exactly on all fours with excess grants
on grounds of financial propriety.

Mr. Rau—Just so.

Mr. Satyamurti—If you enforce this rule that they cannot spend it
without sanction it will be all right.

Myr. Rau.—That is the general rule.
Mr. Satyamurti---1Is this happening now ¢

Mr. Badenoch—I could not say that it is not happening . it may be
happening. We only find it out when we study the appropriation
aceounts

108. Mr. Se!yamurti—What is the explanation about paragraph 52,
on pege 14 of the Aundit Report ¢

Mr. Rau—There is no reason why we should not wait till we get exact
information ; in faiure we will do it. I mentioned something about this
m the last year’s raport.

As regards paragraph 54 on page 15, with regard to this depre-iation
reserve funds, I mentioned to the Committee last time that we have simpli-
fied the whole th'ng.

109. Mr. Badenoch.—There is one point I want to raise here. The
maiutenance of plant registers of railways ; is that being done properly t
Actually your simplification of the calculation for depreciation reserve
fund does not dispepsc with the necessity of keeping these registers
properly ?

3Ir. Ranw—T1 vndertook last year that all the registers previnunsly 1anin-
tained in respect of plant will continue to be maintained.

Mr. Badenoch.- -V’aragraph 51 suggests that this is not being done.

Prof. Ranga.—What is -the position with regard to the East Indian
- Railway now with re ference to paragraph 51 ¢

My. Rau—Tt is a pure clerical error : it has now been. set nght

s

[}
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110. Prof. Itaniga—What about paragraph 55t

Mr. Rau.—As regards 55 (a), the Agent has reported that the hief
Accounts Officer has since introduced a new method of chezizingz this.
But in tMs also ti:ere % no additional expenditure ﬁnvolved ; 1t is only
a distribution between voted and non-voted.

Mr. Satyamurti—Has audit looked into the new system ¢

N Mr. Badenoch.- -Yes ; it will come under review of audit automati-
cully. '

] Y
Myr. Rau.—As regards 55 (c) we have told every railway administra-

tion that they have to make reappropriations as necessary and not wait
till the end of the year.

111. My. Saiyemiurts.—On page 16, paragraph 57, there is a mention
cf over-capitalisation in two cases. .

Mr. Rau.—This is a private company. There was an cversight on
the part of a previofls Government Examiner ; that was corcected later.

112, Mr. Sclyamurtv—As regards paragraph 65 (page 20)- -losses
due to restrictions or postponement of works, I wculd like to have
a general statement from the witness as to whether these losses have been
provided against.

Mr. Rau—When we first started our retrenchment operations, some
of the adwinistrations were under the impression that they hald o stop
everything, whatever happened. We made it clear to them that it did
not mean that they should stop everything that was neecssary anli in
many cases it was much better to continue and finish off things that they
had started instead of dragging on the work for a long tiine.

Irof. Range-- Tiere are a number of losses incurred by the
adwinistration.

A}

Mr. Satyemurti—Has audit seen any of these ¢

Myr. Badenoch.—-! explained the position of audit in regard to these
particular cases. These generally involve commerecial risk ; audit eani.ot
suy wtether there was anything to blame in them. The comm:ttes can
make up its own mird whether there is anything to blame ; a.:dit does
not arrogate the right to say that they are.

Prof. Ranga.- -I'axagraph 67 is one such instance.

My, FEaw- In this case there was an approximate quantitv of 1,130
tons of material readerced surplus due to stoppage of bridge strenethening .
programme of the railway. Of -this, 400 tons has since been utilised and
the bualance is being gradually utilised as fresh designs are boiag got out
snd it is estimated tYie whole quantity will be used -up in the course of
5 or 6 years. 'There is of course loss of interest involved.

My. Das —This i # question which my friend Mr. Ranga should have
taken up. I mean paragraph 66 ; workmen’s quarters were not provided
and matcrials were sold as scrap, and this is really very unfai= ?

Mr. Rau.—Yven if these quarters had been built, nobody weculdl have
been there to ocecupy them. If there was a large marshalling vard, these
quarters would have been necessary, but the administration explains that
owing to the slump there was no necessity for a large marshalling vard,
and so these quarters were not built. '
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113. Mr. Das.—Now, I should like to ask a few questions to Sir Maurice,
I would like to Lnow, Sir Maurice, as the controller of the railway
administration, whether you consider you have reached the zenith of
retrenchment in yoyr admninistration either in your staff or in vour work-
ing expensf‘s wletlier you have something -else in view to effect farther
econowics in orvder (hat your railways may work better ¢

Sir Mgurice Lraushay.—I think that, generally speakivg, we have
effected most of the ecopomies in staff and otherwise that rould be dope
Jiring the past iew vears of retrenchment. That does ro* mean chat
we have not schemes which will fructify in the future. That is tn say,
there are schemes initisted by Mr. Pope and it would take s0ine time to
give effect to them. 7T%e gradual improvement in the equipment of work-
shops is a thing which you cannot do at once. The use of a more ccono-
mical type of locomotive can only be introduced over a number of years,
but all, or most of the items in which we could effect immediate retrench-
ment have heen evamined in detail, firstly in the retrenchmeut of 1931,
and afterwards cn the detailed analysis initiated by Mr. Pope.

My. Das—Is not the situation alarming because you caunnot do any
retrenchments whercby sou could reduce your working expenses or lower
the salaries of the adwinstrative staff then you see particularly that the
traffic receipts do not show an increase so that you can balance your
expenditure ¢ I find tlat since the separation took place, the st:ul salary
of the Railway adi.inssiration has gone up by about 35 per zeni. 1 z2an
qunte from Mr. Rau’s review. They are given in Annexure I3,

Mr. Ruu—In the last ten years there has been an inerease of cne
crore or about 3 per cect., and that is not very much,

Chatrman.—I1 honestly don’t think, Mr. Rau, it is 3 per cent., in view
of the rcduction in traffic. It is certainly much more.

" Mr. Satyamurti—It is less than the peak figure of 55 in 1928-29.

Mr. Rou—In 1921, 1922 and 1923 there were large inereises in pay
owing to tlie high cost of living. Then they increased the pay ; thev
did not give a special aliowance as in other countries. These peopla viere
all on an incremental scile, and I think in the old days ‘t was estinuated
that the total amount of inerements would come to an additivn of 60 or
70 lakhs u year.

Sir Maurice Brevshay.—The retrenchments that were madde jn that

year were very largely made from the bottom of the grade. Tt was the
" policy not te get rid of the men who had been with the Railwavs for many
years. That was the rcsult of the decision of the Court of Fny.iry. So
we had to discharge men from the bottom, that is the lower paid men.

Prof. Ranga~ That naturally resulted in this, that the cost of estab-
lishment has not come down, on the other hand it has gone tp. It hits

us both wuvs. Tt costs us more and at the same time more of our people
are uremployed.

8ir Maurice B-yyshoy.—The alternative would have been to discharge
the more senior and more highly paid men.

Prof. Ranga.—At least you could have reduced the pav and
allcwances.
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Mr. Dos—DMy r.cint is, while in 1933-34 you spent 49 erares 50 lakhs
on operating expenses, you paid 34 crorss 61 lakhs as staff salary, and
that'is something very glarming, and in 1923-24 the staff number was the
same and your expenditure was only 14 crores,—4B per cent, oi the
workiug expenses, and aow it is 10 per cent. more. That meii:, you
Lhave spent very little cu your repairs and maintenance, and everytlhing
has heen' spent on jour siaff ?

Mr. Rau.—The scales of pay have been revised, and that is the real
explanation® Wiwn v.e were making retrenchments, railways wera asked
by Gtovernment on the yecommendations of the Court of Inquiry apnot-
ed by Government not tc select for discharge people who were fit or
who were drawing more pay and allowances but to select men from the bot-
tom only with short service.

Sir Maurice 17 112kay.—The recommendation of the Court of Inquiry
was based on considerations for the staff.

Prof. Ranga-—Who formed the Court of Inquiry ¢

Mr. Rau.—Mr. Justice Murphy, Sir Venkatram Shastri and Sir
Ross Masoud

Mr. Das.—At least 1 come to this conclusion that there is something
very uncoinmereial in the management of your railways, bccause if the
railways are not earning so much, the staff salaries should mot Dbe sO.
high.

Mr. Rau—ThLovzhh Railways are called a commercial concern, they
are bound by ile genera]l policy of the Government in iixis matter. If
they had been a purely private commercial concern, they might have taken
quite a different view.

Mr. Satyamurti—1 will here ask the Chief Commissioner one ques-
tion. We have sunk 800 crores in Railways. We are paying interest
by borrowing from: the Depreciation fund, and we have nct paid our
centribation for the last so many years, and we are losing 30 many lakhs
every vear. Supposing you were in charge of these Railways as a private
commercial concern, would you tell us what steps you would have taken
so that this kind of thing may not go on for long ?

Sir Maurice Brayshay.—How to collect the 7 crores a year, that is
the problem.

Mr. Satyamurti—The point is you have to find ways for reducing
your expenditure hy at least 3 or 4 crores. I suggest that you must give
us some suggestion, in this matter. For instance, if this were a coramercial
concern and if you were answerable to a Board of Directors, how would
you do it ¢ I would very much like to have an answer from Sir Maurice
as to whether we can reduce expenses, and if so, in what manner, because
in that case we will tuke it up with the Government ourselves. It is for
the Government 1o.ley down a policy, but we will take up the matter
with the Government ourselves. I should like, Sir Maurice, as an officer
of considerable expevience in Railways and who knows these things much
better than anybody else in the room, to tell us what you would recom-
mend to reduce the expenditure ¢ |
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Sir Maurice Brayshay.—I don’t think I can give a reply to tliat
without going into the matter in detail ; you will have to give .ue some
time. But 1 can tell you this. - We have a machine now which we built
up to deal with a cxtmn amount of traffic, and we are not gething that
amount of iraffie. ¢ have therefore got a machine that is too big, but
the machine requires a certain number of men to work it. It is too big
now for what it has to do. If we proceed on the assumption that we are
never going to get an increase in traffic, then the whole machine has got
to be rednced. It is a big problem which I believe has not been examined
I don’t think I could deal with it at such short notice nor can°I suggest at
thie moment how you can get 3 crores.

Chairman—May I put it in rather more general terms. Let us
assurmne for the moment that you have a railway system which is perhaps
the best. 1f that assumption is correct and if you are going to act on
that assumption, do you consider that it would be possible to cut down the
numbers of your staff materially ; if you have to legisiate more or less
permanently for nothing more than the present level of traffic. It is
quite clear that traffic has been steadily going down during the past few
years, and last year was only a stage in the progess of improvement, but
in the last four months things have changed and it shows that no further
improvement can be expected in the next few months. On that assump-
tion is there room in your 667,000 and odd staff for an appreciable redue-
tion which will to some extent give relief in the present position ¢ Let
us face the position quite clearly. The safeguards for existing staff in
the new Government of India Bill are pretty complete, and if we have
got to a stage when there is no big improvement in traffie, we expect then
the only method of economy is reducing the numbers. On that assumption

is it possible in your opinion to get rid of a considerabl: number of the
staff ?

Swr Maurice Brayskay.—I think it will be possible to get rid of a cer-
tain number. The difficulty really is this. Supposing you have got a
line which was designed and built for the carriage of more traffic than it
is now carrying, you have got to keep your signal equipment and so on,
which has to be operaied, whether you have the traffic or not. Whether
your trafic varies hy 10 per cent., 20 per cent. or 30 per cent., you have
to pat your men on duty. One method of restriction might be to attempt
to avoid night running on certain sections and thus save the shifts of
men, but it is very difiienli, having established a line on a certain standard,
to reduce that standard.

Chairman.-—Have they not shut down a line in England in one of the
Railways ¢ 1 remember cne, it is not a very paying line in Engsland and
they have shut it down.

S8ir Maurice Broyshay—They have shut down certain stations ;
they have slso shut dowr some branch lines, because they wera not pay-
ing. We have also done the same thing in India, we have cut out some
small nonpaying lines, and we might go further in regard to restricting
to certain hours of working, that is, avoiding your shift of men. DBut
the irtroduction of new hours of work regulations means that the en
can only be on duty for a certain time. Any permanent reduction of

staff would be awkward if you teke into consideration the possibility of
an increase in trafiic.

Tt
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N My, ‘Satyamurt.i.—lf the traffic increases, you will see ihat the
Finanee¢ Member will Le only too glad to give you more star.

My @au.:-lf we clpse down certain stations, thfn we will be less
equipped to fight the motor traffic.

~ 114. Sir Mohammad Yakub—Sir, I wish to put a few questions to
Sir Maurice. I Lave not asked any questioms till now. Will you tell
me, Sir Maurice, if any of the economies and retrenchments you have
been making as a result of the recommendations of the Retrenchment
Comimittee, h&ve in any way resulted in weakening the efficiency or in
loss of more income than you have saved through these economies ¢

Sir Maurice Rrayshay—No, I don’t think so. We discussed that
with all the Agents, znd they told us that none of the economies that
had been eftected had affected the safety of the line. Certain economies
made, say, in the naintenance of buildings in the first year were savings
in expenditure of a temporary nature ; t.e., we knew that we had to do
a certain work, but WYe postponed it. But I think that by now nearly
ell those have been made up. My own experience of the engineering
maintenance costs is we have got that right gradually ; we are keeping
the buildings in proper repairs as far as is necessary.

Sir Mohammad Yakub.—Do you think that the recommendations of
the Retrenchment Committee were quite proper and just !

Sir Maurice Brayshay.—I1 think so.

115. Sir Moliammad Y akub.—My second question is, are you satisfied
that the control of the Railway Board as it is constituted today is sulffi-
cient over the Railways, particularly over the company managed rail-
ways ¢ Or 1 may ask iv this way. Is the control of the Railway Board
over the different Railways, particularly the State-managed Railways
effective and saiisfactory,—and I lay great stress on the word ‘effective ’.

Sir Mawrice Dreyshay —Yes.

Sir Mohammad Yukub—Do you think that all the directions and
orders issued by the Railway Board to the Agents of these Railways are
carried out both in letter and in spirit ¢

Sir Maurice Braushay.—They are carrying out our orders to their
very best, but with a big machine like the Railways in India it is quite
obvious that a central railway authority like the Railway Board ecannot
deal with the day to dey details of each Railway. There are Agents in
charge of Railways who must carry out the orders issued by the Railway
Board who must rely on them, but all orders issued by the Railway Board
in regard to matters of policy and the control to be exercised by them. are
carried out completely sud fully by the Agents.

Mr. Satyamurti—1. don’t think, Sir Maurice, these Reports give us
the complacent feeling which you express just now ; on the other hand,
they give us the impression that the Agents are great Moghuls. T am
putting it to you whether the time has not come for the Agents to be
shown their proper place if they don’t carry out your orders %

Sir Maurice Brayshay.—On the other hand. T think the Agents don’t
take that sttitude at all in regard to the orders issued by the Railway
Board. In fact, my ordinary job is that of Agent, and so I am speaking.
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from experience. I think tbat the Agents of Railways do their level best to
carry out all the instractions the Railway Board gives them. But [ doa’t
mean to say that the whole system is perfect or that the Agents are.

Sir Mohammad Yakub.—Then you think that the presen( constitu-
tion of the Railway Board is quite sufficient to deal with this big nwachine
of the Railways throughout the country ?

Sir Maurice Breyshay—1 am rather doubtful whether the présent
strength of the Railway Doard is sufficient. Of course, as you are aware.
L have only just been in charge for a few weeks, and I cgn’t say much
on this.

Sir Mohammad Yakub.—But you have been in the Railway Board ;
you have got wide experience both of the Railway Board as well as an
Agent. and therefore 1 am asking this question.

Sir Maurice Brayshaqy—I1 am only referring to one point. The
strength of the Reilway Board was reduced when I Jeft it in 1932, 3 years
ago. [ am bit a doubtfiil from what I have seen in between whether the
estublishment and the strength of the Railway Board at present is suffi-
cient to deal with the work that it has now to deal with.

Sri Mohammad Yakub.—May I take it from you then that the redne-
tion in the number of Members of the Railway Board has resulted in the
weakening of the control over the Railways ¢

Sir Maurice Breyshay.—No ; may I put it in another way. There
are many unimportant maiters coming to the Railway Board that increase
the amount of work they have to do. It may be a temporary factor that
the Railway Board find it difficult to cope with the work, but I think this
is the state of affairs since I left the Railway Board. I can only speak
from a comparatively limited experience ; but that is the impression I
have got.

116. Sir Mohammmad Yakub—I have laid great stress on this point,
because the nonofficial Members of this Committee expressed the general
opinion that the controi of the Railway Board over the Agents was not
as strong as it ought to have been. Then my last question to you is this.
Don’t you think that the schedule of delegation of powers to the Agents
stands in need of revision on account of changed conditons ¥ This was
prepared years ago, and do you think that on account of the chanzed con-
ditions at present this schedule of delegation of powers needs revision !

Str Maurice Brayshay.—The opinion I arrived at two years ago was
that the Railway Board should further decentralise in small matters.
Reference was made to those in which the financial implication was not
great and which resulted in the flooding of the Railway Board office with
work which should not have come to them and they should have leisure to
deal with more important questions.

8ir Mohammad Yakub.—In the same way I think you would like that
the powers which the Agents have now should be more decentralised and
most of the powers should be given to the Divisional Superintendents ¢

8ir Maurice Brayshay.—That is a question of the relative importance
of the matters that have to come up. It is not sound business that a small

matter involving two or three rupees should have to eome up to the Rail-
-way Board for sanetion.
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8w Mohammad Yakub—~—Not that, but, take, for.instance,- the career
of a man.. If it affects the whole career of even a: small man, even of a
clerk, is it not a matter in which the Agent or even the Railway Board
should h¥ve the ﬁnal vdice 7 ’

S Maume ‘Brayshay.—1: should say it is qulte lmpractxcable If
an appeal should lie in the case of junior or inferior staff to the Raﬂway
Board, the latter - eould not possibly deal with it as it is at. present
constltuted it would require a very much more staff.

* 8ir Moh@mmad Yakub—As it is, you think that decentralisation is
quite enough, or do you want more powers for the Agents and from the
Agents to the Divisional Superintendents ? :

Sir Maurice Brayshay.-—A certain amount of decentrahsatlon—-l am
talking of small matters—has been done in 'the last year or-two. I won’t
express an opinion -at the moment because I have not looked imto it
elosely.

S M ohawmmnd Yakub ~—This decentrahsatmn is workmg satnsfac-
torily ?

Sir Maurice Brayshay —-Yes
Sir Mohammad Yakub —There are no cOmplainté about it ?
Sar Maumce Brayshay .—I do not think there are any. K

117. Chairman—Would it be pos31ble and would it mterfere with
work a great deal if the question of decentralisation of the powers of
the Railway Board and the railways themselves were examined by some
0uts1de authority, the sort of person I have got in mind is one of the
agents of the big rallways in England 2 My natural mclmatlon in the
vague is, of course, in favour of decentralisation, but is there room or
opportumty, or has the time arrived to have a review of the problem of
decentralisation as a whole ¢ Do you suggest that the time has come
for that ¢ K '

Sir Maurice Brayshay.—I1 am not .sure whether it has at the present
moment, because the advantage to be gained by such a decentralisation
s a rehef of the Railway Board establishment from dealing with the small
relatively unimportant matters, to give them or to make it possible for
them to dcal adequately with more important matters.

Chairman.—At this particular juncture the big matter is to make the
railways solvent.

Mr. Satyamurti.—You will apply your mind to that, how to make
yourself solvent and get out of this terrible impasse in which you
are.

Sir Mohammad Yakub.—That is the questlon of questions at the
present moment.

Chatrman.—An investigation as a preliminary towards leaving the
Railway Board free to concentrate on this absolutely vital question as to
whether a review of the administration generally should be undertaken
to see whether further decentralisation is "poss1ble and advisable. Obvious-
ly it looks at the moment that you are getting the worse of both the
worlds ; you are not cetting the advantage of decentralisation and cer-
tainly you are not getting the advantage of centralisation.

[
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. Scr Maurice Brayshay.—I certainly think that there would be con-
siderable advantege in &n enquiry of that sort.

118. Mr. Satygmurti—I agree that you are getting the worst of both
the systems, and I .want to know whether there is any agency by which,
apart’ from audit and:appropriation reports and the Financial Commis-
sioner’s Review,—you have any agency by which you satisfy yourself
from time to time that your instruetions have been earried out by the
Agents ¢

Ser Maursice Brayshay.—Primarily check is exercised through

Mr. Satyamurii—Audit is post-mortem, is it not ¥ I want to know
whether concurrently you have got any administrative machinery by which
you can satisfy yourself from time to time that your instructions are being
carried out by the Agents on fundamental and important matters ?

Sir Maurce Brayshay —Of course, you hsve the Government
Inspectors who examine the condition of the lines and such matters, and
where the railways have to carry out the instructions of the Railway Board
the Government Inspector sees that that is done.

Mr. Satyamurti—Apart from the saféty of the line, do the Govern-
ment Inspectors go into the accounts administration of the railways ?

Sir Maurice Brayshay.—Aceounts surely is a matter of audit.

Mr. Satyemurti—Suppose you give instructions with regard to
certain financial matters the audit comes in only after the transactions
are over. Is there any machinery by which the Railway Board has got a
live contact with the general administration, especially of the State-
managed railways, to see that your instructions are being carried out ?

Chasrman.—I1 think what Mr. Satyamurti is driving at is something
like this. I can give you an illustration from the Inland Revenue at
Home. A number of senior inspectors, they are in the literal sense of the
word inspectors, go down to district offices, sit in the office for 3 or 4 days,
they pick up the files and go into them and watch the thing working and
report. Of course, it is an expensive staff. But I have not the slightest
doubt that the tuning up you can get from it is more than worth while.
What Mr. Satyamurti is after is, I suspect, a combination of greater
decentralisation with greater inspection from the centre.

Prof. Ranga.—We are all in favour of it.

Sir Maurice Brayshay.—You cannot say that instructions have been
disobeyed before action has been taken ; as you say audit examines it after
action has been taken. But in all railways, of course, you have as the
head of accounts department the Chief Accounts Officer who is dealing
with all matters as they go through. He is advising the Agent in every-
thing and ordinarily before a sanction is given, so that the Agent has
before him befcre he takes the action as regards sanction the advice of a
senior officer of accounts, that is, the Chief Accounts Officer.

Mr. Satyamurti—Does he represent the Railway Board !

Mr. Rau.—-In the case of the State-managed railways the Chief
» Accounts Officer is dlrectly under the Financial Commissioner, and if he
has any difference of opinion with the Agent he.is entitled to bring it
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to the notice of the Financial Commissioner. In the case of the company-
managed -railways the Chief Auditor has the right of aecess to the Board

of Directors so that in a sense he is, you may say, sem-mdependent of the
Agent. N ' .

Mr. Satyamurits.—Where - does the Railway Board come in the case
of the company-managed railways ?

Mr. Rau.—The Railway Board come in only through the Government

Examiner of Accounts who represents both the Auditor General and the
Railway Board.

Mr. Satyamurit.—On the whole, assuming that there is some kind
of control, do you not think that things would improve or might improve
if some kind of inspection agency were had to see that your orders are
carried out and the whole thing is tuned up *

Sir Maurice Brayshay.—I1 am not quite sure how that would operate
or improve the present condition.

Prof. Ranga.—From time to time you go on issuing a number of
instructions and I learn they are a bundleful of them and so on. Is.it not
necessary that you should have some machinery through which you can
ascertain how far and to what extent the respective railway agents are
really giving effect to your instructions and your orders ¥ We find that

there are so many cases of irregularity,—even in regard to the fore-
closing of a contract.

Mr. Satyamurti—It is not so much disobedience as indifference,
ignorance, laziness, meﬂiclency and so on. It is not always a case of dm-
obedience.

Sir Maurice Brayshay.—I1 would suggest in an expenditure of fifty
crores of rupees the total amounts involved in this report are not so very
great. I do not know whether you contemplate that there could never be
a mistake in expenditure of such a large scale. If the posting or estab-
lishing of special inspectors were to save money, I should favour it,—if
there was a prospect of saving money.

Chatrman.—I do not think the point is in producing no report. I
think a general tuning up is the idea, and personally I think a man who
never commits a mistake never does anything. The whole object is not

to ensure no mistakes, but a general tuning up. That is the only justifica-
tion for it.

Sir Maurice Brayshay.—Mention has been made of the company lines.
On the State lines, as Mr. Rau just explained, the Chief Accounts Officer
is responsible to him, that is to say, you have a check on accounts as well
as on audit, and each of these departments have inspectors of their own.
On the company lines you have audit, the chief accounts officer of the
company is not only the chief accounts officer. but he is also the chief
auditor for the company. Companies do mot want to spend money un-
necessarily. They have exactly the same interests as the Railway Board.

Mr. Suiyamurti—Have they .. What is the amount of their capital
and ours ?

Sir Maurice Brayshay—Yes, they have a smaller share, but they have
got to have their returns.

Mr. Satyamurti—But they have got their guaranteed interest.
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Mr Rau.—Madras and Southern Mahratta and Bombay, Bared& and
Central India are gettmg surplus profits, .

Sir Maurice Braysha/y —USua]ly the S. I. Rallway pays, and” Govern-
ment have made a good deal of the S. I. Ra.llwa.y

Prof. Ranga —The M. and S. M. do not make any provm.on for dapre-,
clatlon

t

‘Mr. Rau..—-—We make provmon out. of our share

Str Mawurice Brayshay.—My experience of the company line is the
prime consideration of the Board of Directors throughout is the financial
success of the concern. Of course, the Railway Board have had to con-
sider the policy of Government in various matters.

Chatrmon.—May I interject one remark? In the case of an admitted-
ly unremunerative company railway .where there is no pessibility of
surplus profits it does not matter to the Board of Du'ectors how much they
iose.

Sir Maurice Brayshay.—'—’l‘he whole idea of guarantee'd interést is‘tha.t
they will make up that percentage to something ‘higher and it shonld be
their inducement to do se. - I admit that if the railways do not fetch even
the gunaranteed mterest the system - 1s not as eﬁectlve as It was intended
to be.

Mr. Bau.—The company railways charge to revenue only the amount
required for renewals and re_placements for the year, that is’ accordmg to
the contraet. .. .. B

Chairman.—The contract prov1des an inducement to under-renew and
under-replace.

Mr. Rau. —-But we go through their programme very carefully.

Chairman.~—Does the Railway Board examine their replacement pro-
grammes ?

Mr. Rau—Yes. and we put in whatever is necessary, to the extent
that the contract allows it.

Prof. Ranga.—At page 77 of the Audit Report, ‘‘ The engineering
authorities of at.least four railwavs, vtz., the Assam Bengal, the Burma,
the Eastern Bengal and South India, have not again found it possible to
give clear certificates as to the condition and standard of maintenance of
the assets of their railways ’’

Mr. Rau—Two of them are State-managed.
'Prof. Ranga—But S. I. Railway is a company-managed line.
Mr. Rau—Tt is only ,their own authorities that give the certificate.

Prof. Ranga.—Even their own authorities were not prepared to give
a certificate, 50 bad was the condition ?

Mr. Rau—They have given a certificate.
Mr. Batyamuwrti—So there can be degrees of safety !

Mr. Rau—Tt 1s only a question of repairs and maintenance and not
of renewals :

}
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8ir Maurice Brayskhay.—I think that refers to that point I mentioned
before. When economies were made, thefe were certain postponements
of main{gnance expendifure, but that did not affect the safety of theline.
My own impression—I have not got the details here,—is in the engineer-
ing department they have made that up now and that they are on a normal
basis, keeping their assets in proper order. '

Prof. Ranga.—Have you got any machinery by which you can satisfy
yourself that the line is kept in proper condition and so on ?

Sir Mawrice Brayshay.—The Government Inspector is the man who
examines the condition and safety of the line. ' '

119. Mr. Das.—1 will go in detail into two administrations and point
out how extravagant the administrations have been and how over-
capitalisation has occurred. One is a eompany-managed railway, the
Bengal Nagpar Raifpvay, who is my bete mnoir, and another is a State-
managed railway, the North Western Railway. You are a great authority
on company-manage® railways, having been on the Bombay Baroda &
Central India Railway ; I have no fault to find with your system of
administration.

One Memmbher—Why not appoint him as the Agent of the Bengal Nag-
pur Railway ?

Mr. Das.—1 would, if the Government have power to appoint the
Agents in different railways. I would suggest to the Committee to make
a recommendation that Government should appoint the Agents and not
through departmental promotions as is being done now. In the Bengal
Nagpur Raiiway I think a certain amount of control has been exercised,
but there is a tendency to over-capitalisation by putting expenditure which
ought to be charged to revenue and depreciation to capital. '
¢ Mr. Rau—That is specially checked by the staff working under the
Auditor General. } “

Mr. Das—1I will come to that. Take the collieries, that is the most’
extravagant balance sheet that anybody ean produce ; of course, the
Auditor General has special comments to make on that, I will take it up
when the time comes. I have been dealing with the administration of
these two railways in detail through the kindness of Mr. Rau and this
Committee for the last ten years, and 1 feel the tirpe has come, as you
cannot improve the general administration, when you should appoint a
committee to overhaul the administration of both ihe Bengal Nagpur
Railwav and North Western Railway, whether they cannot reduce the
expenditure, whether they cannot reduce their stores balances, whether
they cannot reduce all the extravagant purchases of articles which are
not necessary and which become scraps after 3 or 4 years. And a few
piinutes ago, it was pointed out that when people have no inecentive to
share in surplus profits, they do not care what I.lappens as long as things
go on wmerrily. a .

" Sir Maurice Brayshay—What I meant was that they are trying
and obviously they should try to get into a position where they are earn-
ing surplus profits. h

Chairman—Did you look up what the value of the concessions to
Tatas is ¢

. Mr. Rau—I am sorry I did not find out the details about it.
L163FinD I
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Mr. Das.—The Bengal Nagpur Railway was making a profit out of
the pilgrim traffic to Puri. That traffic has gone down and does not the
Rallwgv,y Board thmk that the time has come when some drasnc remedy
should be zpplied to that particular railway !

v Sir Maurice Brayshay—I am not familiar with the details of the posi-
tion so that*I find difficulty in suggesting what action might be taken.
Bat the earnings on the Bengal Nagpur Railway, I think, have quite con-
siderablv improved this year. You see they relied on manganese traffic
and that went off very badly, they had to quote very low »ates to keep
even a small part of it. Now there is a considerable improvement in the
manganese traffie.

Chairman-—Have the Bengal Nagpur Railway coal traffic ?

- Str Maurice Brayshay—Yes.

Chairman.—Are they hit by that rebate. for coa!tmg coal or export
coal !

Mr. Rau.—Yes.

Chairman.—I have no expert knowledge of the arrangemert, but it is
rather a ridiculous arrangement that you should give reductions of freight
for export of coal and the coal is only taken to another coastal port.

Mr. Rau—The intention was that it should be for coal exported out-
side India really.

Cha'rman.—It is operating to subsidise coastal traffic.

Mr. Rau—Yes ; but withdrawal of the rebate, if not accompanied by

a higher import duty, might bring South African coal into the Indian
market

Charman.—Quite frankly, it seems to me that the Bengal Nagpur
Railway is a most unfortunate railway. . It is required to subsidize Tatas
and Coasting coal steamers.

Myr. Rau.—The East Indian Railway is also in a similar position.

120. Chasrman.—I personally think that the railways should not be
used as a means of carrying out Government policy.

¢

Prof. Ranga—M such a help is necessary, let it be in the form of
bounty, instead of making the railways run at a loss.

Cha'rman.—Mr. Rau, we should like to know how much in bulk the
railways are being used to subsidize commercial interests.

Mr. Rau—1 cannot give a reply off hand. Besides the special rates
for Tatas, we give a rehate f 3731 per cent. on exports of coal, even to

Indian ports and we do not charge on <ueh cnal the surcharge which s
124 per cent.

-Hr. Satyamurte —I should like to know the financial value of the
eonvessions given for non-railway reasons.

Mr. Rau.—It will take some time to prepare it.
«Mr. Satyamurti—We should like to know the posifion.

Prof. Ranga.—Why is it that the Benga.l Nagpur Railway is required
to subsidize the Tatas.
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Ghairman.—I may be wrong but to the best of my recollection that
was entirely a matter which was settled by the Railway Board.

M r.‘Rau.—Originaﬂy that was an agreement between Tatas and the
Bengal Nagpur Railway and the arrangement was later on confirmed
by the Railway Board. Recently when the agreement came to an end,
again it was a settlement arrived at between the Railway administration
and the Tatas, which “was ratified by the Railway Board and the Railway
Member. I think we had Sir George Schuster’s approval. ;

Chairman.—We have got to see the picture of the railways in 1ts
true perspective.

Mr. Rau—1 shall have a memorandum prepared on that point but
the point is how we are to indicate the loss on account of the tariff policy
of the Government.

Chairman.—We want to get an idea of the magnitude to which extra
burden is thrown updn the railways directly, so to speak, as a matter of
discrimination.

Mr. Satyamurti—By means of concessions in tariff rates or freight
rates. You can show them separately.

Prof. Ranga—What is the relationship between the Bengal Nagpur
Railway and the Railway Board as regards particular concessions whieh
may be authorised. Does that mean that if the Bengal Nagpur Raiiway
came to be faced with losses, as they have been for some years in the past,
they are to be subsidized by the Railway Board ¢

Mr. Rau—Except the guarantee there is no other subsidy.

Chairman.—We are trying to arrive at a perfectly accurate picture
of the position of the railways and in arriving at that picture, it is,
I think, necessary and fair to see how much the railways are being made
the instrument of government subsidies.

Prof. Ranga—What about the concessions given to the military ?
Chatrman.—You can put that in if you like.

Mr. Rau—The difficulty there would be to estimate what are the

concessions. A

Mr. Satyamurti—You can do your best and try to cet a proper esti-
mate.

121. Mr. Das.—Does not the Railway Board look with some alarm

at the administration of these two railways. I want to know if they have

in contemplation the appointment of any committee or any special exami-
nation of the adminisiration of the Bengal Nagpur Railway and thc¢ North

Western Railway.

Sir Maurice Brayshay.—Not within my knowledge. I have been
in the office only a short time. I believe I am right in saying that the
administration of these railways is being watched very closely.

Mr. Satyamurts.—The closeness seems to be disappointing. Thesge
railways are spoilt children.
Sir Maurice Brayshay.—A large section of the North Western Rail-

way is strategie. ‘
L163FinD S 2
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Jx: Mr.. Das—I exclude tiie strategic lines. .

= 122. Prof. Ranga—Out of the loss the North Western Railway sus-
tains, how much is that due to the strategic portion ?

“ Sir Maurice Brayshay—That is given in the figures.

.. Prof. Ranga.—I have a sort of impression that the whole of this loss
could not have been sustained on the commercial] ‘side alone. Whether
you have commercial traffic or not, you are bound to have these railways
for strategic purpose alone. “

Chairman.—Do you mean cases like the Chaman railway ¢ How much
is really absolutely strategic.

Mr. Rau—There is the Chaman bit and also the Khyber bit.

Prof. Ranga.—There are certain portions of this line which you will
have to run, whether you have commercial traffic or not.

Mr. Satyamurti—The railways are being maae to suffer for the
army who are the people to whom the loss should be primarily debited ¢

" Mr. Rau—Under the present convention, when commercial railways
earn surpluses and pay contributions to Government the loss on strategie
is deducted from the eontribution.

- 123. Mr. Satyamurti—Turning to the revenue side, I want to know
whether the Railway Board’s mind has been applied to the problem of
increasing the revenue. The two problems which are connected with this
question are the passenger traffic and rail road competition. I want to
know what you are doing in respeect of these twc matters ¢

Sir Maurice Brayshay.—We are examining the possibility of increas-
ing the revenue in every detail. Of course, you know the question of in-
éreasing third class fares is one that you have got to be careful about,
Because if you increase the fares the number of passengers may decrease.

124. Mr. Satyamurti—Have you any statistics by which ycu can
judge how traffic reacts to increase or decrease of fares.

. Sir Maurice Brayshay.—We have been watching the effect of the re-
ductions that we have made two years ago, I think., on the North Western
Railway. Substantial reduetions in the third class fares were then made
with the idea that we would increase the number of people travelling and
80 increase our earnings. We have got about two years figures. It is
rather difficult to decide from the figures we have got whether the effect
‘of these reductions in fares has been to improve the position of the rail-
'Ways.

" Mr. Satyamurti—You must evolve some kind of formyla by which
-you can regulate your traffic according to the reactions of these fares.

~ 8ir Maurice Brayshay.—We are making constant trials in all the rail-
‘'ways. They are trying to see whether an alteration in the fares will im-
prove the revenues. We are constantly doing that not only in the ordin-
‘ary scale of fares but in the special rates that we have where there is road
‘competition. .'I‘,he rates are reduced by a certain amount in order to see
whether we get the traffic back. We go on' altering them so that we ean
in the end know the rates that pay us best. - -
iL G i
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Mr. Satyamurti—Is there any expert who is qualified for this sort
of work 1 '
My. Jiau—Our Director of Traffic, Mr D’Souza is a rates expert. .,

Sir Maurice Bmyshay —1 have been looking at it from the other s1de.
In Bombay I had the opportunity of discussing this not only with my
own commercial manager and rates expert butealso with those on the
G. I. P. Railway and I am aware that they are making investigations con~
stantly into these passenger fares as well as goods rates.

125. Mr.eSatyamurti.—We had a heated discussion the other day .
a.bout the third class passengers. I do not want to reopen that question’
again but most of the members feel very strongly that the third class,
passenger is treated as if he was an unwanted person. »

Sir Mawrice Brayshay.—He is very much wanted.

Mr. Satyamurti—I do not want to go into details. You know the.
other side of the case also. Is the problem of welcoming the third class
passenger and 0'1vmg'hlm better facilities beinz considered, particularly in
view of the growing and menacing bus competition ?

Sir Maurice Brayshay —1I think all railways are looking into this aﬁ
the moment. It is a matter of finance whether you can afford to do that ¥’

Mr. Satyamurti—It is a matter of humanity also. 1If you are a httlg
more kind and courteous to him, I feel that your revenues will improve.

Sir Maurice Brayshay.—Speaking about iy own personal experience,
I have seen special instructions which have been issued recently and at
frequent intervals we see that the railway staff are kept up to the mark.:

Mr. Satyamurii—I do not think that the railway men are worse off
than men elsewhere. _

Prof. Ranga-—Eever since I have taken to Gandhism, I have done a
tremendous amount of touring in the third class and T ecan assure yeu-
that the treatment meted out to the third class passengers is something
inhuman. The treatiuent in state-managed railways is slightly betler.

Sir Maurice Brayshay.-—The only thing I can say on that point is:
that T am perfectly certain that the Agents will be only too glad to take
up any case that they get. They are constantly trying to impress upon
the staff that they are servants of the public. I do not claim that the
railway staff are perfect in any way but I do not think they are worse,
than others, though T am quite prepared to take any measure to ensure
courteous treatment.

Mr. Satuamurti—The Tndian would not complain. I frequently ‘write
about these things but the third class passenger does not eomplain. You
must make surprise inspections in order tc see that your orders are carried
out. I would like you to bring this matter to the notice of the Agents at
their next annual meeting ? .

Sir Maurice Brayshay.—1 certainly will do so.

Prof. Ranga.—There is one other suggestion which I should like. to
make. In their vernacular guides, they might insert notices saving that
if any passenger feels aggrieved, he can go straw;htaway to the stat}on
master and report to him. It might also be put in in a prominent. place
in every railway station. T do not think it wil) cost you very much anﬂ_lt *
will certainly help very much. S
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c

Sir Maurice Brayshay—We shall take a note of it. I feel certain
that the railway administrations will be only too glad to take the neces-

sary measures in this direction. ) ,

126. Mr. Satyamurti—I1 shall now turn to this rail road competi-
tion. The Government of India pay for the loss on the railways. The
Liocal Government get alf the road revenue and you are between the devil
and the deep sea. I think on the whole it will be better for the Govern-
ment of India to lar down a rail road policy and get for the railways the
‘mronopoly of running buses over certain roads in order td get all the
traffic, if possibie, and make the railways pay their way, apart from making
any profits. We must have a co-ordinated policy for rail, road and river
transport and you must see that a state enterprise of this magnitude is not
made to suffer on account of a diference in policy between the Government
of India and the Loeal Governments. That is the best thing t¢ do in the
interests of the country as a whole.

Sir Maurice Brayshay.—-What we have been aiming at is that the road
traffic should observe the ordinary econditions of safety. This is of course
in the interests of the passengers themselves. My own opinion is that
when conditions of that sort have been established and the safety and con-
venience of the public have been secured, the railways would be in a very
much better position in the matter of competition. You see now in many
places the bus does not move until it has got a full complement of pas-
sengers : there is no regular time table or schedule. What is more, the
bus may break down anywhere ; there is no inspection and no standard
of safety. As to the possibility of railways having their own services with

a monopoly, I think the desired end can be secured, as they do at home,
by limitation of services.

~  Chairman.—At home you have a unitary government. Here you have
gt to deal with 10 governments.

Str Maurice Brayshay.—If only we can persuade the Local Govern-
ments to act on these lines, I think it would put matters on a very much

Better basis.
Mr. Satyamurti—Has anything been done in this direction !

Mr. Rau—We have been pressing this on the attention of the local
Goverm.uents for the last two or three years but the constitutional position
stands in the way. At present the roads are a transferred subject.

a'. Mr. Satyamurti—I don’t think that should deter the Government of
fndla If the Government of India wants to get a thing done, they know
Jolly we'l how to get it done.

~ Sir Maurice Brayshay.—There have bcen several discussions with the
representatives of the Local Governments and there is now an advicory
board which meets periodically. Their recommendations have been before
the Loecal Governments. So far the Punjab and the United Provinces have

not been very helpful but the other Loecal Governments have been inclined
te fall into line.

- 127 Mr. Dax.—-'-T should like now to raise the question of the collierfes,
particular in relation to the Bengal Nagpur Railway. '
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JYr. Satyamurti—Are these collieries being under-worked in order
to' cncourage private colliery owners ? I*want to know the reason why
railwayacollieries are umder-worked, and to what extent, and what is the
financial implication of this from the point of view of the Railways.

Sir Maurice Brayshay.—It is a matter of Government policy.

Mr. Satyamurti—-Supposing all these railway collieries were worked
to the maximum, what would be the saving to the railways on coal ?

Sir Mawrice Brayshay.—That requires caleulation.
Mr. Satyamurti—Your costs of production have increased ?

Mr. Rau.—Yes, because of the restriction. If you are producing

larger amounts, then the cost will be decreased, as overheads will be dis-
tributed over a longer amount.

Mr. Satyamurti—What would then be the average price of coal ?

Mr. Rau.--1 sh®uld say it should not be much above Rs. 3. The
larger the oatput, the smaller the over-heads per ton.

Mr. Satyamurti—We are losing roughly then on a year, according to
you, about 12 lakhs ¢

Mr. Rau.—I1 cannot bind myself to this rate of Rs. 3 ; it might be
roughly that.

Mr. Satyamurti—You are then losing a not inconsiderable sum for
coal consumption because of a certain policy of Government ¥ When was
that policy laid down and by whom ?

Mr. Rau—It was explained in Sir George Rainy’s speech and also by
Sir Joseph Bhore during the discussion on the railway budget this year.
This was in order to assist the coal industry as a whole.

Prof. Ranga.—We consider it very wrong that this should be done.

Chatrman.—How many of the members of the Committee think that
the railway collieries should not be used, or that the railway purchases
of coal should not be used, for the purpose of giving extra orders to the
outside market ?

Bhai Parmanand —How did the railways start these private collieries 1
Were they of any use to the Government in the beginning ?

Chairman —My impression is that the railways acquired their owm
collieries mainly in order to smash a ring.

Prof. Ranga—Let help be given as a bounty, if it must be given,—
I should say.

Chairman—I1 would then say that ‘‘ a considerable number of the
non-official Members of the Committee took this wiew ’.

Mr. Das—I do agree that Government purchased these collieries as
an insurance against high prices, and T was at one with Mr. Rau when he
shitibbed Sir A. H. Ghuzmavi. This apparent 12 lakhs loss is met by the
income-tax which the colliery people pay to the central revenues ?

Mr. Rau—We can provide practically all the cosl our railways °
require. ' c



<

86

Sir Maurice Brayshay.—1 would not say entirely. Our new types of
locomotives are designed to burn ordinary or lower grades of coal but we
still have a number of the old type locomotives where we want a propor-

tion of the higher grades of coal for some services. -
Myr. Ramsay Scott—In which year you had your highest output of
collieries ¢ Is this year 1930-31 a fair year of high output ¢ .

Mr. Rau—I do not remember having in recent years gone above two
million tons.

Mr. Ramsay Scott—Your greatest output to-day is two ‘million tons,
so that if you do not get any coal from the market, you would be losing
nine annas a pound ?

My. Badenoch—That is not a fair inference, I think.

Mr. Rau—At the present moment we have revised our coal contracts
and they are much lower than in 1930. Costs of supervision, etc., might
slightly vary but interest and depreeciation charges arz there whether you
work it or not.

Myr. Satyamurii—Even supposing you put cost of production at
Rs. 3|4|0, you still lose 9 lakhs !

Mr. Rau—1 say in 1927-28 we had a million and 955,000 tons. Our
price was Rs. 3|5/4. Now owing to the causes mentioned by me it ought
to go down below that. I should think it would probably come down to
Rs. 3.

Mr. Satyamurti—Should we put the Department in the way of spend-
ing money not on a commercial basis altogether ¥ And this is an assump-
tion supported by witnesses from the Railway Department that their
maximum rate of working could produce not more than the market rate.

128. Mr. Ramsay Scott—Could you enlighten us about these colliery
accounts ? '

8ir Maurice Brayshay.—I am not familiar with these accounts.

Mr. Satyamurti—I suggest we might make a comment on these
colliery accounts ?

Mr. Rau—This was prepared after consultation with the Auditor
Generul and had the approval of the previous Public Accounts Committee.

Chairman.—We may merely commend the matter to the Auditor
General.

Chatrman.—All we need do is to ask the Director of Railway Audit
during the next year to give some attention to these collieries’ accounts
and say whether he thinks they are really presented on a true com-
mercial basis.

. Mr. Ramsay Scott—1 should be glad if the Auditor General will.
go into these accounts, and I may say I shall be pleased to give any.
assistance I can. ' '

. 129. Professor Ranga—How far have your investigations into the
re-classification of goods for freight purposes progressed 1 ~et
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Sir Mcmm'ce Brayshay —That is a subject which all the railways and
the ‘.ndrax! Railway Conference Associgtion are at present very much
occupled with. There have been certain representatiqns from the publie
and it is recognized thaf some revision of the classification is necessary
to remove anomalies. I think in some quarters there is an idea that
this re-classification means general lowering of rates, but it is not so
necessaml)f ; at any rate railways cannot afford to lose revenue, so that
any lowering there may be of rates involved as a result of re-classifica-
tion inust be,more than covered by increases in traffic. As regards the
progress that has been made, the matter is at the moment with the Indian
Railway Conference Association. They have committees going into
details and the subject is one which is extremely jntricate.

Mr. Satyamurti—Have you made up your mind that a lowering
of classification will not lead to so much increased traffic ?

Sir Maurice Brayshay—That is not really the principle underlying
the question of the mevision of the classification—whether you can lower
rates and get an increase in traffic—that is an ordinary consideration
that railways observe in day to day working. Actually a revision of
classification means a more logical arrangement on the system. In some
respects the system is at present admittedly defective and out of date.

Professor Ranga.—Many of these distinctions as between one com-
modity and another and the rates being different for different com-
mcdities— that also is illogical, is it not, and would that be eliminated ¢

Sir Maurice Brayshay.—I am not sure that there is any possibility
of uniformity in rates. You have to quote rates that will make a certain
trafic move. It may be that, say, in the Punjab we quote a rate for
bricks in order to make the bricks move and give us the traffic. Similarly
a man in the south of India we may be quoting a rate for bricks but it
may be entirely a different rate to that in the Punjab.

Prof. Ranga.—There is more traffic in cereals and pulses than there
is in oil seeds which are being exported from this country ?

Sir Maurice Brayshay—I do not know the details.
Prof. Ranga—I quoted some figures in the Assembly also about
this matter some time ago.

Chatrman—You mean to say that the internal traffic is a great
deal higher than the exports and imports.

Mr. Satyamurti—Is there any truth in the statement that your
freight rates are so arranged as to favour the export of raw produets
and the import of manufactured goods on the whole ?

Sir Maurice Brayshay—1 am afraid I have not seen the details
about this, but if you want to find out the details we can ask Mr.
D’Souza to come before the Committee.

Chawman.—Surely you can say sompthing off-hand. You have a
specific case at Karachi where you had special rates for wheat.

Mr. Satyamurti—Your ecriterion in fixing the freight rates is
purely railway earnings ?

Sir Maurice Brayshay.—Yes.
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Myr. Satyamurti—May 1 know whether this policy of encouraging
export of raw products and import ef manufactured goods partlcu.larly
applies to the systqm of freights ! .

Sir Maurice Brayshay—There is no such obligation laid on rail-
ways.

Chairman.—In the case of coal, the policy is specifically designed to
encourage coasting trade.

Mr. Satyamurti—]1 want to know if as a matter ®f fact these

freights work out in the direction I have suggested and would be glad it
you will let us have your views.

Chairman.—You “had better find out some important imported

article, such as, piecegoods, and then it will be easy to find out the
information you want.

Prof. Ranga.—About the internal traffic, havg you done anything
to stimulate it ¢

Chatrman—]1 wonder if you can get anythmg by comparmg the
Burma rice trade in Madras and the internal trade in other grain. = 1
think that would give you a comparison which will be of value for this
Committee. 1 think the Burma trafic does move upcountry.

Mr. Rau—Yes, quite a lot.

Mr. Ramsay Scott.—I think raw cotton will be a good commodity
to take.

o Prof. Ranga—The same thing happens about pulses and cereals

Sir Maurice Brayshay.—The idea is whether it is a fact if rates have

been fixed with the idea of giving more facilities to the import and export
trade.

Chamarman.—We want a note on this subject and the Committee
would be quite agreeable if you take some time on it.

Mr. Rau.—We will take about 2 months over it.

Prof. Ranga.—The railways have almost got the monopoly of

transport in regard to the great bulk of these cereals and so on which
be carried from one place to the other.

Mr. Rau—Bullock-carts and country boats are also used for that
purpose. ‘

Sir Maurice Brayshay—We have a big factor outside apart from
competition also to econtend with. I have always thought that the
expression what the.traffie will bear ’’ is rather an unfortunate ex-
pression. It gives the impression that you are sqneezmg But our
pnnclple is this that we fix a rate that will give us the maximum earn-

ings. In fact, in many cases it is the minimum rate that gives us the
maximum profit.

Mr. Satyamurti—So, you do not charge a monopoly rate but you
charge a business rate ?

~
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Prof. Eanga—I1 am glad that you are not putting up any monopoly

ratés at all. But I want you to look at some of the figures on page 52.

In 1924-25 we find in column 18 that the average rate in pies was 5.91.

After that year it hasebeen rising and it is very mdch higher now with
the result that your earnings have gone down. Working expenses have
gone down to some extent but the net earnings have certainly gone

down. That only goes to show that your railways have not been work-
ing in a business like fashion.

Mr, Raz:.——We reduced our rates in 1927-28 and the increase has not

yet, 1 believe, brought the rate back to the old rate.

Prof. Ranga—From the figures before me I can only judge that
you have certainly been faced with the law of diminishing returns.
Besides I can say from my own experience as a peasant that your rates
here border on the monopoly rates as far as the pulses and the cereals
are concerned. After all, the internal trade is earried on mostly in
these things. I would like you to review your position and see if hy
any chance you cannot possibly lower your freight rate in order stimulate
the trade and have more profits for yourself.

Sir Mawrice Brayshay—1 will be glad to refer to the railways con-
cerned any case that may be suggested. :

Prof. Ranga.—Then, the number of miles travelled by each passenger
has gone down also. That goes to show that your rates have been raised
and besides you do not show any concession to long-distance passengers
as you used to do before.

Mr. Rau—You will find from that statement that the average rate
in pies has also gone down together with the number of passengers.
These statistics prove nothing.

Prof. Ranga—If they prove nothing, then they may not be con-
sidered at all,

Mr. Rau—1 mean without going into more details.
Mr. Ramsay Scott—What was the effect of the reduction in the
surcharge on coal !

Mr. Rau—I do not think we have had any complete data about that.
I think it is only for the last three or four months that we are not carry-
ing as much coal as we used to before. But I must look at the figures.
As a matter of fact, one of the mining associations in (Calcutta told us
that instead of reducing the surcharge we had better increase the price
of coal by 8 annas.

Irof. Ranga.—Then I would like to point out to Sir Maurice Brayvshay
that the latrines in the third class compartments are absolutelyv hope-
less. It is impossible to find a sweeper to clean the latrines at any
wayside stations. Even at Junctions we find it difficult to have them
cleaned. I have myself been making these corfiplaints to stationmasters
and assistant stationmasters without avail.

~ Sir Maurice Brayshay—In the more modern third class coaches
there is a better arrangement of latrines and we are doing all that we
c¢an to make the old types better. '

~ The Committee then adjourned till Tuesday, the 27th August, 1935; |
at 11 a.m. o
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Evidence taken at the 1T7th meeting of the Public Accounts Com-
mittee held on Tuesday, the 27th August, 1935, at 12 noon.

A ————————— ] e

PresENT :
The Hon’ble Sir JAMEs Grige, K.C.B.,, Finance Member, Chasrmon.
Mr. B. Das, M.L.A. )
Mr. S. SaTyamUrT, M.L.A. ®

Professor N. G. Ranga, M.L.A.
Dr. Teemn Maung, M.L.A.
Mr. J. RaMsay Scorr, M.L.A.

Maulvi Sir MomaMMAD YaxUsB, KT, 1
MLA. > Members.

t‘aprain SHER MoHAMMAD KHAN,
CI1E, MB.E, MLA.
Dr. R. D. . DavaL, M.L.A.

Rai Bahadur Sir SATya CHARAN MUKHERJEE,
Krt., C.B.E, M.LA.

Mr. A. C. BapenocH, C.1.LE, I.C.S,
Auditor General. 1| Were also

Mr. B. Nemru, Director of Railway present.
Audit. '

Sir Maurice Braysmay, Kr., CHEr
Commissioner of Railways.

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

Mr. T. S. SANKARA AIYAR, Director of
Finance.

} Witnesses.

Mr. V. S. Sunpram, Controller of the
Railway Accounts.

Electricfication Schemes.

130. Mr. Satyamurti—1 should suggest that if it is possible we
should be provided with a report like this next year with regard to the
South Indian Railway electrification scheme.

Mr. Rau—We will do that.

131. Mr. Das—Comparing the two statements for the Bombay,
Baroda and Central India and the Great Indian Peninsula, I find that
on item 4 cost of steam stock released—on the Great Indian Peninsula
it was estimated as 2.54 lakhs and became only 1,72 lakhs whereas on the
Bombay, Baroda and Central India against an estimate of 50 lakhs in
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193432 it has become 68 lakhs, How is_ it that the anticipated figures
for the Great Indian Peninsula all went "Wrong ? Have the Railway

Board ®ver examined #hese things ? And why is it that every mistake
has occurred in the Great Indian Peninsula administration ?

Sir Maurice Brayshay.—I am afraid I cannot tell you about the
Great Indian Peninsula. In the case of the Bombay, Baroda and central
India a certain amount of the stock was scrapped having reached the age
limit. A nymber, of the locomotives were sold to the Eastern Bengal Rail-
way for their suburban services. A comparatively few only. of our
coaches were transferred to main line working or to ordinary steam work-
ing but the bulk of them were actually on age and were scrapped.

(‘hairman.—But a wagon ought to be scrapped at. the age of 25
years but in point of fact you are running a great many carriages which
are more than 25 years old, and you would have continued to use them.

Sir Maurice BPayshay—Not in this case. We actually scrapped
more than we at first intended because of their condition. But the fact
of the matter is that, if you look at the electrification onmly, there is
equipment for that service existing on the steam service and you take it
off and you put the electric equipment in its place. So that as far as
the electrification is concerned it is correct to deduct the value of the
steam equipment which was in use before. What happened to the steam
equipment of course would be another matter.

Chatrman—You do not secrap a wagon, in point of fact, when it has
reached the end of its approximate life ¢

Sir Maurice Brayshay—We do it on condition.

Chairman—Is it your contention that every single thing you
scrapped was completely finished ¢

Sir Maurice Brayshay.—Exactly. My recollection is that the total
value of our steam stock was approximately a hundred lakhs of which

something :like 30 must have been the value of that which we used on
the main. line. .

132. Mr. Satyamurti—Kindly look at statement A, and the items
therein. Taking all these factors into consideration do you think that, as

a whole, this electrification has really benefited the railways from the
financial point of view ?

Sir Maurice Brayshay.—Yes ; considering everything I think it is
verv satisfactory that we should be getting a good return at present and
we will probably get a bigger return in future. If we get an increase
in traffic we will get increased returns because in the electrified system
we have an increased capacity in the Bombay, Baroda and Central
Indian Railway and in the Great Indian Peninsula Railway. W were
getting congested and we had to increase the capacity of the services,
and electrification was undoubtedly the best way to do it.

Chairman.—In item 3 you are taking into account credit which you
ought not to take into account. T can quite understand your contention
that you would have had to increase your steam equipment anyhow,
beeause of increased traffic. Now in assessing the value of the electri-
fication scheme surely you must take the gross cost of the electrification
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scheme to the extra revenue. You are not entitled to deduet from the
cost of your electrification scheine what you would have to do if you
were trying to cope ‘with the increased traffic on your steam railways.

 Sir Maurice Brayshay.—The capacity of the electric service is con-
siderably greater than the steam service which it replaced.

 Chairman.—Is it carrying more ¥ And is the increase of revenue
which you have taken into account solely due to the substitution of elee-
tricity for steam !

L3
Str Maurice Brayshay—The benefit is a reduction in working costs.

Mr. Satyamurti.—But the traffic has gone down ; it is a purely
hypothetical figure and a wrong figure now.

Mr. Rau.—I1 brought that out in my memorandum.

Mr. Satyamurti—You would not have incurred this extra outlay if
vou had been fairly businesslike and if you knew that thi, traffic was
going down like this ?

Sir Maurice Brayshay.—Exactly ; we would not have incurred this
1,75 lakhs until the traffic had increased and then we would have incurred
the expenditure as required ; but what you must remember is that certain
things had to be done, that is to say, certain facilities, other than rolling
stock, would have had to be provided at once. The difficulty of a steam
service is you have to provide for engine turn round, ete., and it is diffi-
cult and costly to provide the additional facilities for this purpose in a
congested area like Bombay.

Mr. Badenoch—You cannot measure this in terms of money. It is
a vaid point, I think, whether you should have a deduction on account
of the stcam locomotives which you would have had to introduce ; the
comparison should really be between electrical working on the gross cost
and the estimated steam working.

Mr. Satyamurti—If you eliminate 3, what would be the result ¢

Mr. Rau.—The figures are given in paragraph 5 of the memorandum.
1 think the proper way to look at it even then is that it must be between
these two figures. Especially the Bombay, Baroda and Central India,
T think, the extra expenditure they would have had to incur would have
been considerable ; they would had to quadruple their line. ,

Mr. Satyamurti—What is the policy of the Railway Board now
with regard to future electrification schemes ¥ Are they going to be
cautious or fast ?

Sir Mawurice Brayshay—Any extension of the electrification, say in
the Great Indian Peninsula is going to pay us handsowely, because the
Kalyan Power House has got greater capacity than is now required. T
am not sure what the present cost per unit is—I think it is somewhere
in the neighbourhood of .6. annas per unit from the Kalyan Power House.
It is estimated that the addition of the submrban load will reduce the
cost per unit at the Kalyan Power House to about 0.4 annas ; and ~xten-
sion of the main line electrification to Nandgaon would further reduce
the cost to about (037 annas. At present the suburban service is worked
on energy purchased from Tatas the contract for which terminates in 1939.
J give these figures from memory and am not certain of their correctness
but the reduction is certainly very considerable and will result in a very
substantial saving in the cost of current for the whole combined service.



93

s
Hr. Bau.—We shall certainly get an appreciable reduction in our
costs “of generating at Kalyan. If we do npt take the load, I am sure we
shall get a considerable reduction in Tata’s rates : they are prepared to
offer to Supply at a mifch lower rate if we extend. °

Mr. Das—They were prepared to offer it before.
Mr. Rau.—Not at that time.

Mr. Das—While the statistics convey a certain impression, I do not
agree with the comment contained in paragraph 5. I would like to know

the Dircctor of Railway Audit’s observations on it before I make any
comment.

_ Mr. Badenoch.—The Director of Railway Audit says that apart from
minor alterations he accepts the figures.

Mr. Das.—1 accept the fizures ; but what about the comments and the
implications of parag:aphs 5 and 6 ¢

Mr. Badenoch.—I1 do not see anything to quarrel with it.
Mr, Rau—1 think I have put it fairly.

Mr. Badenoch.—1 think it is definitely most advantageous in the case
of the Bombay, Baroda and Central India Railway. It is doubtful in the
case of the Great Indian Peninsula Railway but there you have to remem-
her that they have to work on these very heavy gradients ; it makes a very
greal difference to the running costs.

Mr. Rau—Of course electrification suceceds most in the suburban
areas. In the Great Indian Peninsula Railway it is- all' mixed up—sub-

urban, local and main line ; naturally we must expect that the savings
will be less.

Mr. Satyamurti—Can we get separate figures for suburban traffic
on the Great Indian Peninsula Railway ?

Mr. Badenoch—My impression is that the Power House at Kalyan
is a gond spec. and that the suburban installation will be a good spec.
when the traffic increases. The Bhor ghat and the hill section is the least
good of the lot but it gives very great advantages in one way or another.

S¢r Maurice Brayshay.—The main point there was that in order to
provide bigger engines and powerful engines for the working on the gtats,
all the tunnels would have had to be enlarged ; that would have been a
very serious matter. '

Prof. Ranga—Would it not be possible to spend much less now on
station platforms and the like ¥ They have been built on much too vast
8 scale now. .

Sir Maurice Brayshay—High level platforms are essential in an
electric service ‘where the stops are very shorf. Secondly, in Bombay
with a very long monsoon period and continuous rain, overhead protee-
tion is essential ; in that way it is different from most parts of !ndla.
Theee are matters that are discussed with Local Advisery Committees,
ete.,, who generally press for greater facilities.
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- Mr. Das—On examining the reports for the last four years on. can
safely conclude that the consulting engineer’s estimates were all wrong :
locomotives were not returned as was anticipated and more capital was
provided than anticipated.

Sir Maurice Brayshay.—The basis on which these estimates were made
was the figure given by the railway—as regards the volume of traflic—
and for this the consulting engineers would not be responsible. At that
time the railways were basing their figures on a continued rise based on
previous experience. 1 think the estimates of the Bombay," Baroda and
Central India Rallway were worked to very closely ; but of course they
had the experience of the Great Indian Peninsula Railway before them.

Again, the advantage of the suburban electric service is that these
multiple unit traims can be split into two units of four coaches each, each
unit having its motor coach. In periods of slack traffic you can use half
a train and that takes just half the current. Yeou have thc same driver,
but you save half the current whenever you have a nalf train and it is a
very big advantage ; you cannot do that with steam.

133. Mr. Satyamurti—As regards this document about the r-tal
value of stores purchased on State-managed railways, can we get the
same figures for Company-managed railways ?

Mr. Rau.—Yes, we can get the figures.

Chairman.—Ezxcept in the case of wagons and coal which are more
or less centralised, you say they are a law unto themselves in the matter
of purchase of stores ?

Mr. Rau—Yes ; we have asked them, so far as articles manufactured
in India are.concerned, to try and get simultaneous tenders from abroad
and India and to buy in the cheapest market.

Prof. Ranga.—The proportion of the stores that you are purchacing
directly is increasing, whereas what you are getting from the Indian Stores
Department is stationary for the last two or three years !

Mr. Satyamurti—] suggest that the railways use the Indian Stores
Department much more unless there are any insuperable obstacles.

Mr. Rau—Sir James Pitkeathly has a meeting every half year with
the Railway Board and whatever items he suggests we should purchase
through him, ‘we are always prepared to consider. As a matter of fact
ihe whole position was explained to the Retrenchment Committee, and
we said, if there is an advantage to the state as a whole by this bulk pur-
(hase, we would be prepared to purchase through the Indian Stores
Department. I think Sir James Pitkeathly is satisfied with us.

Quarterly List of outstandiétg ttems (Appendiz I).

134. Sir Mohammad®*Yakub.—As regards items 1 and 2 of this State-
anent, it says the matter is still under consideration. The matter was
raised in 1928-29 and even after 6 or 7 years it is said the matter is still
under consideration. What is the use of our making any reeommenda-
tiony ? :

: Mr. Ramsay Scott—I should like some of these things eleared off
beforc we get the new Railway Authority. X
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Chairman—I assute you No. 2 has g8t to be cleared up before you
get the mew Railway Awthority. About No. 1, Mr. Bau is going to try
and produce some figures about the extra revenue that would be obtained
if these people were charged full public rates and the justification, if
any, for giving them concessional rates. As far as I am concerned this is
in the same category as the strategic railways. I do not get any con-
solation from sucking the army another half a crore which I have got to
pay. )

Mr. Satyamurii—It is a matter for the Assembly also.

Chatrman.—We are proposing to put something in the report about
item No. 2, commenting on the necessity of getting it done. I -agree the
ncn-officials on the committee may say something about this. I agree with
Sir Mohammad Yakub that it has taken quite a number of years over this
matter.

®
135. Mr. Satyamurti—No. 3. Even in your latest Report in para-
graph 173, 1 think either the Audit or you have commented on the conti-
nuance of these delays. This is what they say under ‘paragraph 173.
‘“ The following instances will indicate how the delays in the execution
of agreements for working of joint stations led to delays, omissions, and
disputes in the adjustment of claims.....”’

Mr. Badenoch.—These are as between one railway administration and
another. When delays became noticeable, they ought to be brought to
the notice of the Railway Board.

Chatrman.—There seems to be some reason for the views that ques-
tions take far too long a time to settle, and we will try and come to a
settlement.

Str Mohammad Yakub—We have heard of long delays in High
Courts, but they will be glad to find that the Railway Board is surpassing
them in regard to delays.

Mr. Satwamurti—I think this Committee ought to sit some time in
January for a day or half a day to find out what has been done and
not wait till next year.

Chairman.—This is a Quarterly Report. If the Committee ap-
proaches me on the basis of this quarterly list, I am quite prepared.

136. Mr. Satyamurii—Are the monthly accounts being submitted
regularly now !

Mr. Badenoch.—The Director of Railway Audit has since told us
that the present arrangements are quite satisfactory. 'As a matter
of fact, the thing arose out of a suggestion of my own when I was
Director of Railway Audit. One of the main reasons for the separation
of accounts from audit was to speed up the preparation of monthly
aecounts, and it was suggested that they ought to get 'a fortnight or
three weeks after the close of the period for which they were compiled.
Thev did not speed them up at all, and I raised the question as to
whether the separation of accounts from audit had failed in this parti-
cular. Apparently the Director of Railway Audit bhas agreed that the
present system is satisfactory. . '

L163FinD y e
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Mr. Satyamurti—Is it the latest Report ! d

Mr. Rau—In lgst year’s Report he said the ,‘ﬁrguments of the Rail-
way Board had been accepted by Audit.

Mr. Badenoch.—I think they have a preliminary compilation, and they
do not take any steps to produce the monthly accounts earlier. They

il;"e all the information they want, and I have no reason to disagree with
em.

137. Prof. Ranga.—What have you to say on No. 5. ¢

Mr. Rau—These are agreements between the Railways, between the
Railway and a Durbar, or between a Railway and a Port Trust.

My. Satyamurti—How many contracts were outstanding on 31st
March 1934, the conclusion of which was not finished ?

Mr. Badenoch.—The Audit brings to notice when they find the execu-
tion of agreements is unduly delayed. We do not cousider it our business
to control the execution of agreements. L

A
Prof. Ranga—In connection with that, I would Jike to suggest that
we shonld ask the Railway Board to obtain an Annual Report of all
the agreements that they are going to conclude from time to time. Can
you not have periodical Reports from the various Railway Administra-
tions regarding agreements which are outstanding ?

Mr. Rau—There are hundreds and hundreds of contracts.

Mr. Badenoch.—This item arose out of a complaint made by: Audit
that agreements, say, between a Railway and a Port Trust or between
one Railway and another, were very much delayed. Actually before the
agreements were executed you might have differences of opinion involving
large sums of money. It is for that reason I brought that matter to
notice. There are of course hundreds of agreements with contractors, but
it is not with regard to those that I made any complaint. My complaint
related to contracts between Railways and other bodies or between States
and other Railways.

Mr. Satyamurts—What is the number outstanding ?

Mr. Rau—At present I think it is 38. I think there 1s one dating
from 1923 between the South Indian Railway and the District Board
of Tinnevelly. There is another dating from 1926 between the District
Board of Coimbatore and the South Indian Railway and there is also
. another with the Cochin Durbar.

Mr. Satyamurti—What is the Railway Board doing to expedite
these things ?

Mr. Rau—Twice this year, I had a conference with the Chairman
of the District Board of Tinnevelly and the Government of Madras, at
one of which the Agent’ of the South Indian Railway was present. I
suggested to both of them terms of compromise which seemed to me
reasonable. These are under their consideration ; we are doing our very
best to expedite matters.

Myr. 8atyamurti—1 am suggesting that we are somewhat concerned
with the number of agreements outstanding, namely 38, and we. should

like ’lt;tlf Railway Board to take steps to expedite this matter as much as
vossible.
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“Prof. Ranga.—WDXat are the functions of your Legal Remembrancer

Mr. Rau.—We haY]e no Legal Remenfbrancer. The North Western
Railway consults, I belleve, the Legal Remembrancer” to the Government
of Punjab. I promised to place a statement before the Committee akout
the actual methods of getting legal advice.

138. Mr. Satyamurti.—Is this Report being submitted to us, I mean
No. 6 2

Mr. Ran.—As regards that I think the recommendation was not
exactly as stated here. That was really a question of getting the account-
ing arrangements in proper order, and that has been accepted. .As regards
the actual policy of the Railways in this matter, we have placed the
whole thing before the Central Advisory Council.

L163FinD—270—23-9-86—GIPS



	001
	003
	005
	006
	007
	008
	009
	010
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060
	061
	062
	063
	064
	065
	066
	067
	068
	069
	070
	071
	072
	073
	074
	075
	076
	077
	078
	079
	080
	081
	082
	083
	084
	085
	086
	087
	088
	089
	090
	091
	092
	093
	094
	095
	096
	097
	098
	099
	100
	101

