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'1lEPORTOJ' THE PI1BLIC ACCOUNTS COMMITTEE 1945 
." 

PART l.-CIVIL, POSTS. AND TELEGRAPHS AND DEFENCE SERVICES 
Financial results,o/ the year.-The following table comp,ares the original and 

final grants and appropriations with· the actualexpendit~e lor. the year: - , 

• Or:iginal Final grant A.ctual 
grant or . . exjMmdi-or approprl-

.appropriati()l1 Ation ture , 
(IN LAKHSOF RUPEES) 

Expaiiditure eharged to R~ue (voted) • 

Expettditure c,b&rged to Capital (voted) 
, . . 

Disboreement of LoaDs and Advanoes (.:voted) 

Total (voted) 

Expenaiture ~rged to Re-ventle (fton.~) 

Expenditute charged to Capital (ncm-voIed) 

Disbureement of Loans and Advances (non-17OIed) 

Total'(non-wUd) _ 
\ \ 

~otal expenditure charged to Revenue 
Total expenditure charged to Capital 
Total dia~ment of ~ and Advances . 

Grand Totel 

-- 4(),66 

3,M 

44,09 
6,39 

50,48 

2,48,66. 

27,30 

2,75,96 
.8 

2,76,64 

2,89,21 . , 
30,84: 

6,41 

3,-26,62 

61,,,, «,34 

~ 3~84 
, 

6~~ 48,18 
19~51 22,00 

75,0'1 70,18 

3,6().~2 4,ft,33 

~~61 62,12 , 

4,14,63 4,73,~ 

" 5 

4,14,68 4,73,60 

4,11,30. . 4,J6,67 
68,S. 66,96 
19,-6e 22,05 

• 
4,89,75 5,43,68 

'There was thus a tptal excess o( ~,93 'lakhs. 01; 11-01 _per cent over the . -

,final grant_ 
~ _. . I· • 

The following table compares the percentage of savings (-) or -exeeases (+) 
t~Olnpared to the fiual provisiop, in thtf main seetioI19 01 :too budget for' ~ last 
five y~ars:- . , 

1939-40 19«)..41 1941.42> 194143 1943-44 
... . , 

ExpendituM charged to RevQnU8 +6-M +3-18 +'11 +6-88 +13- .20 
Expenditure charged to Capi¥ --58'69 -6'96 ·-67-60 +51'~1 --;:4- '1SO 
Disbui'sement of Loans and advaDoea • -S-10 -'1-80 -9--96 -4:~2I +1.2' 73 
Combined percentage +~-22 

, 
+2-61 --13 +10- 89 +11- 01 

As ill the previous year, the most strUQng feature of these results is the 
very large excess ()f a"tu}as over both budget provision and the' final grant or 
llppropriation. In 1-942-43 the excess of actuals -over the budget was till then 
~he highest ever record~dt nUIllely Rs. 15 crores.ln the y~ar under review 
t,hatfigure 1;las been surpassed. the exce8S bemg Re. 217 crores' of which the 
Defence Services are responsible for Rs. 190 crores. The--excess' over the final 
provis~on is again the l:esponsibility of the Defence E8til:nate~', ·apendlture 
on \ the Civil side baving been less than anticipated_This served som~what toO 
reduce the percentage of ,variation from 'the final grant, which percenoo.,"J'e 
neverthel~s8 is higher than i~ has .ever been 'in recent years. 0 



2' 
:t In' thefoUowillg cases. actual.expenditUre exceeded the grants -Tohn tp, 

t!:H~ . Legisl~ture : - ~ 

tam 
No. 

Name of grant 

&oeBeee 
requi1'ing 

Actual ' the vote 
expenditure ot the -

Leii81amre 

" Ra. Rs. RB. 

I 2--Central EXoise Dutielr ,42,98,000 43:2I,96f 28,961 
2 • 21~}tiinanoe Department 1,86,000 8 .. 00,607 15,607 
3 %2-Commeroe Department . ,15,2'7,000 \5;30,362 3,362 
4: 27-Ceatral Board, 'of Revonu~ '8,76,000 8,78,459 2,459 
5' 31-Administration of JustiQ.e 70,000 ,1,36,292 6~,~92 
6 - 32-.Jails and Convict Settlements ' 3,03,000 3,14,568 11,568 
7 u.:-Ports and Pilotage 32,70,000 33,27,~77 07,477 
8 35-Lighthouses and Light ships · 8,2~,OOO 8,29,969 5,969 
9 37-Botanica1 Survey '. . , 74,000 - "18,762 4,768 . · 10 4~¥eteorology : , . ~ '. 26,24,000 , 26,65,87 41,874 

11 , 58-Emigration-Intemal · ,18,009' 18,114 114 
12 ·61-Ce1isus . · 5,000 5,20p 205 
13 81-Interest free Advan.oes • . · ~,64,'50,OOO 7,19.,16,133 2,54,86,'133 
14 10-In~ Poets and Telegraphs Department 14,83,36,00015,05,86,786' 22,50,786 
15 78- Stores and Workshop expenditar&-(out. 

side' the revenue account) · - 1,03,12,000 1,86,25,633 ,83,13,633 

Tlie 'reasons for the excess are,briefly explained l:>elow: -, " 
j tem I.-Additional staff for the collection of exoise duty on' tobacco' and 

, . 
\:ege,tclble, products_ , - ". 

I teJn 2.-0mission to' make provision for the pay . of ,an officer 1ih$ough 
oven;iHht and more wuring £ban-anticipated. , 

nem 3.-' Mainly, proportionate pay of the- offic~rs of the Commerce Depart-
m(:.nt doing War Risks, Insurance .Wor!t wrongly included in t~e War .Bilks 
]l;Si.lranCe~ appropriaHon. with pfNcontra credit to the departmental budget. 

item 4.~, Mainly, changes in persopnel. 
ltp,m .5.-' Omission .to provide -{unds ,for ~)tpenaiture cODnected: with the 

trial of offences under the Criminal Law -AmendmEmt Ordinance, 1943. ' , -. . ~-

Item 6-.--Full -amount of the Central 'Government's share of9xpenditure: 
on th~' Oentral 'India Agency Jail not provided 'owing to _an oversight. " 

, It{m 7.-Readjustmellt· of arrear compeBSation for' h\nd requisitioned for 
the btp:vedore Camp. advi~e for which was received too late for provision of 
additional funds. . .' ,." 

~ ., " 
tte.m 8.-MaiJ;lly; increased ,contribution- to the General Reserve Fut:ld owing 

to :arger receipts from light duest~ll~~ ·anticipated. 
lterr" 9.-Carry forward' of liabilities from the previouB year remaining un.: 

covered as anticipated savings did not materialise. 
_Item, 10.-, Increased expenditure on -account 01 pr.ovision of meteorol.Jgical 

facUlties for, the Defence Services than 'anticjpated. ' , 
hem 11.-: A petty exc'Bss. ' " 
item 12.-A p~tty excess. 
Item . 13.-Ma~ly; adjustment of expenditure on the rpiirchaseof Sudan 

C0tton on~ehalf of Indian importers under "Advanc~s Repayable tt made after 
the, close of ~he year... : ' ~'. 

Hem 14.-Mainly creation of new pOsts to cope -with additJonal wOEk aut 
. lar$er expenditure on carriage of st.()r~s due to increased actiivlties of tbe.tor~s 
~i'anc~, offset by ~e~ incre85e in credits t() working e~i1ses due 'to increas. 
lU the cost ~f/servlcesrendared to other depai-tments.- . 
~ t~~ 15.-Pay~el1t -made" in a,dvance' of the receip. of cenam ·ito~. And 

~'unantlCJpated re~elpt of SQme otherstomi. " 



" ... 8 . 
.., Wt" recomn;1end tbat'tQe neeessary excess grant~ be voted by the Legisla-

tive- Asseinbly. • _ 
3. -Minute8'~' of-Proceeding8.-::We append the Minute~ of, our p~ceedi~g~ 

which we desire as usual to. be regarded Ss part of our Report. In the fo~owmg 
ptlrf~:;rnphs we refer only ~ tosom~ of the more important qUQstions COIltiidere,i 

.in tht:. ("Ourse' of our examination of the Accounts. 
4. budgeting'and Control.-' -W ~ co'mmented last year on the deteriout1oll 

iiI budgetiug and control which' the results of the y#ear. then under Icvie}V h~d 
d!s.!loeed wh'en compared to those of a r:ormal year in times oJ ... peace. The ~uses 
w.InehC'ccasioned that deteriorAtion, n'amely the uncertainty and uI?-predictabi-
li(y, of 'the 'demands of the ,Wart continue.d ,alnrost unabated into 1943-44 .,nd 
we are ,tlierefore, not surprised that the results of the year do not Qll the whole 

~ 'show any improvement· over those of the previous year. In one or two di~.e~
tions E('me little improvement is however seen.' T~ere are this year. for 
exaulple, only 15 uncovered excesses, in ,the voted section 01 the acco\1~ts com-

- pare(~ t<> 19 in the previous year while the number of' excesses over non-vi:)wd 
" appropriatio~s has not increased .. On' tbe other 'hand, ,the number of supple-
· melltllY grants and the amounts involved,L which had reached record fi~UroR 

last ~ellr, have been surpassed by' the .figures this yea~. Tbe.. percentage or t:Qe 
total .voted amounts' surrende~ed to actual savings in _ all the voted ?,rants, 
though it, is higher in the ease of revenue and capital' exPenditure, is nil .in the 
case cJ loans and advances. Again, while there has been a further fall-in the 
percentage which- the final urn;urrender£'d' savings bear to'the total grant under 
loon;.t 4lp.d advance§.. there has been an 'appreciabte rise)h this' percentage nnder' 

~, revenue and capital expenditure. Also 3n tlle y.eAr under review ,there were 
no less than seven ,!-nnecessary supplementary grant~, a figure 'which has not 
~e~a equalled for a v~ry fong time. 'But, considering the exceptional ,dr-
cn1:'lE-t&nces and uncertain conditions of this, the- fifth year of the world war, 
of which all t~ fluctuating and urgent demands eould not possibly have beeQ. 

· foreseen,' we are prepared to endorse the finding. of Audit that budgeting~an,a 
cnntro1may be said to have been on the Whole satisfactory. We would; how.; 
~ver. add .that now that the War is over we hope 81ld expect a rapJd return· to 
the .. sb.nd~rds of tmp-geting and control prevalent in pence time· 8tld we :ntend. 
in future to tighten up t-he somewhat lenient standards of judgul~nt in theBe 
m,at,~er~. which, we have deliberately employ~d during tbewar. 

6. Urnni1?endered ·SavingB..-Weobserve 'that, the percentage whieh the 
final,tln6urrendered savings besi to the total grant 'has been steadily increasing 
for the last three years under the head "l\eveilUe and Capital Expenditure" 
aI~d now stands at the high figure of 10'53. The result of the inabil~ty of 
Dt~rt":hnpnts correctlv to ~timate savings- and their disjnclination to surr~nder 

, 'the amoun.so estimated js lhat the reviaed estimates of expenditure Jri'e .~' 
tbis -pxtellt inflated liud J1S toe -budget estimates of the' succ,eeding year ,8ZS' 

• largdy framed· on the basis of the reviaed estiIQ1:Ltes for the year about to close, ' 
t!'le {ortner also tend t-o be' over-estimates. This source 9ferror in estimatmti 
might have had no. practical importance dupng the war when ~ud~tary defbits 
wcr~ in any case heavy bl1~ a variation from tbe revises! estim~te~o~ so large 

• a percentage as ten can· in normai, times substantially affect the taxation' and 
borrowing policy of Government and may therefore impose a ~ater burJen 
on the tax~p'a:ver th1\n' would _be justified. We desire thcr&fore to impre3:, on, 

"n'spending, departments· the importance of estimating more accurately the 
savings that, are likely-tq accrue and ~f surremiering the entire a~ount. EO, 
estimated: " , 
.. , ' '.." ' .. ' \ 6. Supple.m.entary Demands .-, We had' occaSIOn to comment last year on 

• tho Yery large nllmber of snpplex:nentary demands which the IJ6gislat,ure -'",SIB 

cnl1ed up,pn to() vote· fur(f Of the mf\~itude' o~ the totfll sum involved.: :rhe 
· figure~ for 1942-4~ (excluding the P(J!ts, and Telegraphs estimates) were 46 

sl1ppl~1entary demands, for $( totnl sum, of Rs .. 1,3,28',951000 which was 52'or 
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per cent of, the original ';oted grant. The comparable-figures ~ for the yem: 
under remw are 53 s:upplementary demands totalling &. 21,51,48,000 r~pr~

'santing aperc;entage of no .less than 62·29 of tl;1e origi~a1 grant. Ourwarning 
last year against the presentation: of supplementary del!lands was .of course 
recorded too late for any results it· might have had'to be exhibited in the 

. Ac('.opnts of the year under review. The conditions moreover: which werd 
rlsponsible fQr this unsatisfactory state of a!fairs ~n the previous' year continu~d 
with almOEtt the same force during. the year the accounts of which we are now 

. oonsida-irig. We- recognise of courSe that in war conditions supplementary 
demands are inevitabJebut we, nevertheless, desire once again -to emphasise 

- that the requirement to spend only up.to the b,udge~' allotment, is the funda· 
meutal ba$s of all OO!ltrol oyer ~xpenditure. We trust that, as the War is 
nON over, the Finance Department 'wil1 take steps to ensure, .more tJtr:ctly 
than it hl}s been able to do during th~ War, that Departments do not launch 

_. in the middle of the year upon schemes for which provision has not been msae 
in the budget ·al!d that they are compelled, .save In. the most exceptional 
piI".cum~tances, to postpone all thei! new expenditure till it can be included in 

'. tho budget for the next year. 

- ' 7. Unnec6SJJary Buppl~mentaTy Grants.-Out of the 53 supplementary grants 
voted 9Y the Assembly on the Civil side, no less than se,'en proved to be 

, entirely unn~oessary while in one, case & large portion of, thesuppleI;IleIltary 
grant rem&ine~ UDutilised. This is 8. very considerable deherioration and cannot 
whQJly be explained by the conditions' brought q.bout by the \Var for, in. the 
previous years. ~lie riumber 1$s never risen beyond three. We have more thAn 

.. onCe In the past recorded our view ~hat the gr.eatest care should be taken 
before A ·supplementary demand is placed' before the Assembly and that the 

-lat-est figures of actuals should be obtained and carefully stud iedimmediately 
befort:- 88upplementary dem'and' is submittte-.d. We desire. that ·these rec~
mendations, which pave possibly been overlooked - through lapse of time und 
be~ause of the -preoccupations of the War. should once again be brought t:l the 
noti('~t" of ,Department~.·· . . 

S. Unanticipated CreaitB.-Two years ago we discussed at length the- G.\les-
tion' o~ what; the best method waS to <;>btain legislative approval for 'the expen-
diture of funds of which Departments become possessed by the amounts under 

,the ~ead "Dedu<:t Recoveries" in grantf.! eX<!eeding those for' which bud'get 
,provision has been made. We then came to the conclusion that the brat 

solution of the probl~m_ though it· did not involve the obta(ning of a definite . 
. ~:; of approval from the Legi81~ture, was ·that, these unJluticipated credits should 
. be brought prominently to the nQtice of the Legislature by menticn {n' tlie 
- budget merlioranduIn if tbe credits 'weTe noticed befor~ the preparatioh ot~he 
revised estimates Or by specific inclusion in the Appropriation Accounts if they-
were noticed' lifter the close of ~e year. The Committee 'were 'at that time 
aV~I~e to the adoption of the Englhh sJ~stem 'Of accounting for reeoveries from 
otner departments as. it was held not to be in consonance witb eeientific prin-
ciples ofaecoonting. That sys~m is that the original vote contains what is 
known as an "Appropriation-in-Aid'.' corresponding to our head • 'Deduct 
Recov£>ries • .... ·and Departments arepreyented fr<;">m spending mor.e money tlian 
has heen '.granted to them by the hegis19ture by the adoption of the devioe ' f 
takiJlb to a receipft head recoveries in excess of the amount mentioned in ~he, 
Appropriati&n.in-Aid. The Indian system as now modified succeeds in bnngmg 
to ~ notioo of, the Legislature the fact that money in exces3 of' that granted 
by it ha,p beep spent but it does not .~ven now require a positive act of ~,sent 
!rom the L~glslatn~e granting funds. . Moreover, the disadvantage of the Indian 
system ~ tb~.,· if the. rec~ovelies made from other dep$1"tments happen to be 
sybstant,Jally m excess of budget provisioJl~ the entire accounts 9f the ·~r.ant 

, are. up~~t and, such strange results are recorded as the year elosing with minus 
~xpendlture under heads which, are responsible f~r substantial spending. 



• 
'~XaD 'plea of ,ibis' r. .. 5ure thia yearoe;curred in gnntl No. 36-"Sqry~.v &f 
India" tl7-"Civil Works" and 7~"Delhi Capit.al Outlay". !Ihere ate, ts> .' ~ .... - - . ' 
our mind, two adva,ntages' in the English system; firstly, it ecables budgetat·y 
~quilibrium to bE: retained ~d, secondly, Jt makes it incumbent 'on the 
ExecutivQ ,to .obtain a positive vote from the Legislature before it can !pend 
nlOre mopey than has been granted to it. We' should like, therefore, the 
}'insuae Department to re-examine the wl:!ole question jnconsultation with 
the Al1ditor General with. a view to "ascertaining whether there is an, sericus 
.obj<.<;tibn to the adoption of the English" 'system in India. ' 

9. Suspense Balanc6B.-We sQunded a note of warning' last. year against 
~)he danger p£ allowing suspense balances to grow unwieldy., We were in-
formed· then that there were considerable sums of money standing to the debit 
of Suspense because it had not been found possible ,atisfa~torily to separate 
and allocate· the individual item~ of which they were compose~ to the variout; 
Governments or service 'beads to which they' were -.debitable. We do not 
knew how far our warning has been heeded and whetber amounts in suspenRP, 
are' ~} owing a tendency, as they should, to decrease. We consider it des.irn~l,.. , 
that the Public Accounts Committee should be informed. every year of how 
these suspense bnlances are progressing and we should like in future a statemont' 
t:O bi! embodied in the Appropriati9n.AccountS of how much money there. is-m 
suspense at th~ end of the year under reView and how long it has been there •. 
We- .lso . desire the ,"Finance DeJ!artment to circnlarise other departmenfB 
impre~sing upon them the urgency of dearing these debits. 

10. Vote on 'New S~TVice.-The Departmen~f Industries apd Civil Suppliea 
eame into existence on the 22nd of Apri) 1943 but no vote for its expenditure 
was obtained til~ as late as !ttfarch, 1944 so that for a period of el&Ven nlJnth~ 
public money was spent without the authority, and even without the know-
ledge. of the Legislature. It was explained to us that the decisiop to. l0rDl 

-tHis department W8.'8 taken after the budget had been presented and, as it is 
usual to 'present all supplementary demands together towards the crose #If the, 
ftnn~(·isl 'year, it had not been thought neee'ssary t.opresent the demand 
for this Department separately and before that time.' We airee, of course, 
that it is "~onvenient to consider aU' supplementary demands at one time }lIll, 

,though 'there is no objection' to supplementaries arising out of increases in 
expe~diture on services .already in exist.ence be~ng presented at the end t·f the 
year, it is important that vtben the Executive decIdes.to embark on a new 
. tenic€' or on an activity of a kind which has 'not ,received the ,apprgval. of the 
~gjsI8turepreviously, the latter should be given the earJi~st possible cppqr;. 
tunity to express it-s Views on the prqposed e~enditure. This, should be drine 
b;V the presentation of a 8upplementaryderr:and in the sessio{l of, the Legis-
lature, immediately f9110wing on the -commencement of the new activity. If 
it is not pnRRible at that stage to fonn 'an accurate picture ot the tdtal expen-
diture involved, a token" demand sbould be moved. . 

. ~ 1. Expenditure in Bengal.--We afe indebted ~'the Auditor General for 
t.he preparAtiOn at our request of 8- very full .and lucid account of ,the past, 
history 'Rnd present posititm of the expenditure incurred. mos~lv in 1942-48, 

·by the Government of Rengal on behalf of 'the Central .Government un the 
~xe~11t.ion of the Denial Policy. th~ construction of, militAry' works lInd on 
refugees ~nd eV8CU'Pces , We invited the Government of Ben~al to be repre; 1· 

sented before us to help 118 in our examination of thp Auditor Genpl'1lI's memo-
'r'lnnnm. We'regret that t'hev did not find it' possible to accept our inVitation' 
And the nflvn,T1tAQ'e of asr.ertaiT1in~ their views at. first hand has eonsenUAntlY,. 
bef," :~enip,n toO 118. We ,note howevPT th~t 'the Bpngal Government ,scoept t.he 
AlldlfoT G~npl"Rl's presentation. of tne' facts 8S ,fair. . ' 

W ..... rrnlise t.hAt. the Government of Bere-a} yvith its limifeit rps"'urces' of 
btli1~flitpp,n:lonnel WA~ Fmddenlv caned UDOT'l to neRl with a situation of unmmal 
~r/4vitv Rnit uTH~xn~~tpit mAllIlittJde' and coml>lexitv which must hAve n~ce8· 
15itRf.ed relnxnHon of the rt\lea of .normal peace--time proCedure and practiCe. 
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.ill particular, we refer -1A> the issue of vtders' for. the' free' use by Collectors of 
Rule 2 ~f the- Bengal Treas~y RuIes which the abnor~al oondltions . of ,the. 
thu~' demauue<i. we can, nevelUheless, DOt. concelve of any-set or conditioDS 
i~ whlchtbere could possioly be any justmcation. lor the <ii8regard of' such 
e1emebtarlc cOI!lIDonaense precautions as t~ taklng of re.ceiVts tor manes paid 
or of mamtallllDg records of payment. . "Ve caJil, therefore, come to no con· 

· elUSIon but tna$ the 'discretiqn vested· in the disr,rict authorities under the 
llellglti Uovernment's orders was in- !Dany cases, -mast gra.ve~y and evell 
·tlagrRlltly abused and we have no doubt whatever ·~hat much of the .. money 
alleged to have been spent on the payment 01 compensation, for the construe· 
tioll. cf works and to evacuees an~- refugees never reached those. fo(whonf it was 
meant. 

. \\' l recognise; however .. ' thEit our criticis~ mus~ be tempered with l~niel1C1: 
AE; we _have already said conditions in Bengal were e~ceedingly ditficult, the 
Shltl at the disposal of the' J3engal Government; the insuffiCiency. of which 
eve'l for normal administration has recently· been fully disclosed, was quite 
inac1equateto undertake the innumerable tasks ,with which it was suddenly 

, burdcuedwhen the country was faced with an invasion and it is not -surprising 
ther~fore that .the administratIon carn"e to the verge of a breakdown. Furthor, 
the iwport~nce of acting quickl): was supreme. Having regard to all t'tese 
{actors ~we liavecome- to -the conclusion' that no useful object will be flen'ed 
by. pursuing this matt.er $BY_ further: We are, therefore, prepared reluctantly 
to acquiescA in the dehits on this account; which -- are now held under obje::tioD,. 
being accepted- as ·a 'valid charge agaiIlSt the GoverllIl!eI'1t of India 'fith'Juh 
requiring Alldit. tt> insiRt on tOo meticulous B fulfilment of nonnal· !\udit reluire·, 
menta which ~t is in' any case now i~poBSible to fulfill. . 
_ '12~ Delays in meeting Avdit Requirement{l.-We are co~cemed to nllte 
that many of-the executive officers of. the Posts" and Telegraphs Department, 
8peClally in tlJe Bengal and Assam and Bihar and Orissa Circles. have inordi= 
na~ly delayed their replies to Audit . Inspection Reports. We regard it as. 
essential in ~onditions recently obtaininJ!' when there bas been sp m~lcli scope-
for IDlproper practices. thai replies to Audit enquiries sho31d be furnished as 
early -as -possihle and we desire the Department to circularise its subordittD.t~ 
.Qffices impret;sing upon 'th~m the necessity -of doing so.' ." 

. _v; (. have also observed tJlat _Departments_ of Government _ 8~meJ;imes d~la'1 
greatly the return of ·draft p~ragrapbs of Audit Report-s sent to j,bem tor. ~pt-
8nc(::._ . Such delaysarq undesirable and tbere is no' real r~son why they should 
<>oo.ur t for the agreement sought is' basically on questions of faet about which 

. nOt'lll3 By .tnere cannot be much dispute. W &-. suggest that DO more ~ ';han _ .. 
, peiiQd. of six weeks should .be Jlllowed' to Departments to accept or m~dify the" 

terms of paragraphs sent to· themfaiting which Audit should bcat-libenv to 
consider its own draft 8S final.~" . . - .. 

, , 

13. Financial ITTegularitiea-, etc.-In the Audit ReportS on the Defence' 
Se~icp.s. the ~ailways and the_Posts aDd Telegraphs there are separate cnaptem 
or sBctions ~evoted to the discussion of financial irregu1arities, losses and nugs.· 
tory expendIture. We observe that,there is no counterpart of this in the Civil 

· Audit Report, insta~ces of losses and the. like being dealt With in not.~ below 
the Appropriation Aecountsof ~he' grants in 'which they occur. It. is desirable. 

-- that OUl' 'atte?tion should' he drawn sPecifically to cases of this 'kind an~ we. 
· 6tI.!2'gu;t that In fllture a R'ection dealing with financial irregularities etc. c;hould 
he induded in the Civil Audit R-eport on the same lines aR in t~e ,')ther 
nepo~B.· . -. 

14. Re1Jo~ 0/ the· Milita1'l1 Accounts Committe.e.-We havp px~ine'd 'the-
Report ~uhmltted by the lfilitRrv Aecounts. Committee constifutoo tl) ('onau('1 
tbe· preliminary examination 'of the· Defence Appropriation Accounttr 'and Cmt-

. nected documents. In view of the Importance which ~fen~e expenditure lie.', 



assumed' in rece~lt years" we. desire to' draw _special attention- to the Repon 
arid l'roceedingsof this Uo~ittee 'which should, as usual. - be treated as part 

, . 
o~ oUl' Report. 

'PART II.-RAILWAYS - ~ - , 
15. -Financinl relult. of the year.-T-he-'followingtable compares the onqinal' 

- ... nd the revised -estimates' wi~h -the actual expenditure-of. the year under 
raport:-, .. 

(In Iakhs of'~) 

, 
Traffio Receipts (less refund8) . 
Kiscellaneous Receipts. ~.' . 
Working Expenses (including,depreciation) 

, ·llisce1laneolis ~nditure' . 
, Interest Charges .1 • . 
Surplus (+) or ~it (-) • • 
Contribution to General Revenues 

. Budget , 

'1,-60,00 
3,69 

88,14: 
11,02 
,27,99' -

+36,04 
,27,10 

Revised 

1,7S,50 
',31 

I,OS,58 
1,61 

2S,85 
+43,77-

,32,27 

Aetuals 

1,8lS~3' 
4,IS, 

1,0S,84 
I,M 

. 2S,63 
+50,M 

37,M-

Cut of the net surplus of Rs. 50,84 la~, ~a sum· of R~. 37,M~was jlaid to 
gen~r,alrevenues, in term~ of the,~Convei:Ition ResQ]ution of 1943 and ~be oalance 
of Rs 13,20 lakhs was transferred·to the Railwa! Reserve. Fund. The C~08ing 
balan,ce for the year in the Railway Reserve Fund, stood at Rs~ '22,55 lakhs~ 
'Jhe net. ac~retion to the, Deprpciation .ReserveFund during the year (i.-e., the 

- ,excess, of the amount paid.. int-o the fund, over the _ amount withdrawn from "it for 
renpwa1 and replacement expenditure) amounted tQ.'R~. 10~22 lakhS1 the actual 
cloSing balance of tile fund stOod at. Rs" 92.30 IBkhs at the eDd of the year-, 

16. 'Excesse8 OV6r t'o.fed _gran ts .-Ther~ ~ereexce8ses in 8 grants ;fJi~. I 
NOEi.lS. SB.6E. 6F, 6G. SR. 8 and 10, as co~pared ~ 7 during the previous 
ye'lr :-

Item 
-No. 

Name of' Grant -
1. 'l-Revenue-:-Paymenta f.o Indian- Ststee 

andCompanies . . • . 
2. 8-B-:-RevenU&-Working 'Expense&- -

Mailltenan.oe' and Supply -of Loco· ... 
. Bs. 
1,67,35,000 , 

·Be. ' 
2,80,~7,217 . 

motive-Power. .• 1'1,76,92,000 27,91,38;729 

Be. 
12,92,211 " 

3. 6-E-Revenue:-Working Expenaes- , 
Expenses of Trame Depattment . 13,87,~,OOO 14,16,93,033' .,83,031' 

,. 6-F--Reven~Working _ - Expeneo'': . 
- Expenses of G9neral Department 

'.. 6-G-Revenutt-Working Expenses 
MisoeUaneous Expenaea ,". '. . 17,93,14,000 17,93,36,1~ 

5,18,08,900 - lJ,ao, '12,.807 12,84,801:' 

.22,186-
8. e-H-Revenue-:-Working Expe6ees-' 

~-penseS or Electrical Depar~ta ',' 4,02,32,000 ',10,98,220 ~,66,2!() 
7. "8-Reveou&-In~t Chatge9. ' 1,89,000' '2,07,t;OS 18,508-
8. ' 10-Revenue-AppropriatioD, to Re8erve 11,49,66,000 13,20,07,04:2 1,70,41,04:J 

, -Bz;.ief ~xplanations of \he, excess ~r~ gi~en belo~ :-, ' 
1. ·Increase in n~t earnings of worked lines -owing to improvement in traffic~ 
2. \Grester cost of' coal and other {;tores owing to rise in prices. more con-

sumption, and increa-sed, expenditure on. r~pairs to loeomotives a~ .:work~hop-
- mlt~binery owing to ~eavy trafBc 'and greater we~r and tear of m.achiues. 

" . d Payment of .more dearness allowance' and heavier' paymeritof comp~R-, 
8at~Oll claims for goods l~st ()l' damaged resulting from increased traffic and' 
higher prices of commodities. ' ' , . ' -

. '4. Payment of more, -dearness allowance and' increas;d : cost -:rl .additional 
'potl'e and security staff for the pro~ction of railway property in the conditions 
ereat~ by the war. . ' 

5. ~djustment of grAnter loBS on grainahop wAlUIaetlona. 4 

" , ' " 
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. '. 6. Inqreased cost of stores Qwing to riSe in prices and _more consumption 

:ue to heavy traffic· ,and payment of more detlrness allowance. . 
7. Adjustment of management charges in India' in respect 'of repatriated 

tocks being more than was ~ticipated 'at the, time of estimating the final 
r~. ' 

fl. Increase in the railway share' of surplus owing- to greater iJlli>roverle~~ 
n earnings than anticipated at the time of supplementary grant. 

We recommen~ that the necessary excess -grants be voted by the Ass·embly. 
17. Accuracy of budgeti1!g and control of expenditurB .-The accounjis of the 

;ear show a net saving of Rs. '23 IRkhs or 0'17 per cent under Revenue.. expen-
liture (exclusive of withdrawals from tbe Depreciation Reserve and Railway 
Reserve Funds and ,!he rellaymentEi, to the former. or the 'appropriation to the 
~tter; ~nd)... Under' expendi,ture charged to capital and the Depreciaticn 
Reserve Fupd, there was u- saving of Rs.'10,92lakhs or 41'57 per cent. l'hesa 
!ompare with the results achieved in the four preceding years as follows: - ' 

Expenditure charged to Revenue (exclusive of withdrawals from t~e DeprEr 
~ation Reser,ve and the Railway Reserve Funds and the tepayment-s to the , 
Eormer or the appropriation to the latter fund):- . 

Fh-tal Gr&1l' " 
Year 

Saving (-) Percentage of 
and or column 3-to 

Appropriation Exoess (+> column 2 

1 2 3 , • 

1939--40 ) I ;! --40 '.40 
1940-4:1 1,02,37 -.123 1.20 
1941-42 1,09,82 -20- 0-.18 --
194243 : 1,16,31 .. -2,47 2.12 
1~3-44 ,- ?,13 -23 0.17 

-
_ ' R}q)enditure charged to Capital and the Depreeiation Reserve Fund. 

, Pinal Grant' . Saving (-;) Percentage of 
Y-.r &JW. or oolumn 3$0 

Appropriation Excess <+) column 2 

1 2' 3 4: .. 
,J 

1139-40 11,30- -21 2 '1$'-
~940-41 • 11,24 -l.'" 16-4:8 
lid42 . 15,04 -t,35 60',17 . 
li4:2-U " 38,iS -',69 24'63 " ~ 

194:3-4:4 . , 26.27- -10,92 4:1"i7 

~1111' positlOn 'regarding revenue expendjture s"hows improvemen£but the per: 
.centr.gf: variation in respect oi expeuciitu're, charged to Capital and the Oepre-
CiatioL Reserve Fund is the highest for five years (excluding 1941-42) .. The 
~hief reason,for. this/ is the saving of Rs. 10,85 lakhs.in Grant, No. 12-0pt!n 
Line Works which is further discussed below. There were ~welve ca,sei vi 
~xces!;esriver the final grant or appropriation against nine in the previous' two 
:years and -two unnecessary supplementary " grants _ against one and non~ it1 
1942-43 and 1941-42 respectivel~;. 'Though the results of the year indicate a 
deter:oration from, the standards of previous years we are satisfied that budgeting 
:and, control were ontba whole satisfactory. -

, 18. -Supplementary ,Grants .--The railway accounts make a slightly' betft'f 
ahowin~ than the ciVil accounts i~ respect of the number of supplementar:Y 
,'demllnds presented to' the Legislative Assembly and iIi, the am()unts involved . 

. As against 15 'supplementarj demands aggregating RH. 25:86,36,000 in 1942·~8 
there were ·14 BlJpplementary demands aggregating Rs. 25,00,68,000 in the year . - -' 
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undel' .review. There has . been 'no di'!terioration here but there has 'on thd 
other hand, beeu no improvement; atnd we wooldlik,e once again- -particularly 
8S the War ig over, to repeat the hope -that '\Ve expressed last year that it ,.)~ 
be pt ssible io. eliminate these large supplement&.ries. ," . 

19. Authorisations of ,expenditure in e:J:CB88 of grant.-The, .Public Accounts 
Committee in their report on the aC(wunts of ~ke year 1926-27 dealt wl~h the 
qu~'stion of the propriety of making allotments to 'any parti~ular !,ailway mthe 
Course of the year without .effecting co~es~nding ,re~uc.twnt else.where and 
<\greed to, a co-nvention whereby' the. Fmanrnal CommU:~lOne~, -. R,!11~a~~ w~~" 
civen a discretion to over-allot-1unds m Grants No. 4--- A-dIDlIDstratlon , 5-
;"R~pairs and Mai~tenanee of OperatHul;s" •. an?, ~"Compani.es and .Indian 
Stil.tes' sbare of surplus profit and pet earnIngs. Instead oIbemg reqUIred to 
make specific re«uctions under heaas in respect of 'which' sa~ing8 were antici-
pat.ed corresponding to the excesses authorised to b~ ,spent under other heads. 

" Five years Jater it was decided to ~Qke each abstract under "Working E~en. 
se,," a separate demand and each railway a. sub-head under the demandst!ubJect 
to .1 conventi()n tliat a saving "mder one of these demand~ would, be considpretl 
as a. set off against an ~xces!=; in another. Since 1933 over-allobnente ~ave.not 
bel'n mnde' bv the issue' of formal orders or-reappropriation but by the issue of 
expenditure o~ers authorising the Railway admiriistrations to j incur e%l)enditl1re 
in -r-:'Ifcessot t,he ~ant. 'no comisanee being taken of them in making reappro-
printions.' Demands for ~!lntsforrai1wR'Vs. hsve been, made in 'the revised-
fol'll. since the vear 1934-8!i and" upto the year 1942-43. the 8utboris9.tif)DS 
iSSliP,d to the railwavs were' invariably exPlained in the ap'PTopriatirn accn;'Jlits 
as hnvin£? heen marIe out of 88vin~ exnected in ,other Ql'8nts. In the vpar 
under review. hf'weveT. f'X~eR8 8uthori"Ations amounted to Rs. 81-16 Jakhs 
aml there. resulte~ ~ net excess over fine aggregate of the eigntgrants lmdel' _ 
Workin£? F.x-penses I)f 'Rs. 12'SH, htkhs. The point ilas. t"terefore .. arisen whether 

, the e-plitting up of one denlfmdinto eight automatically did away with the 
eRTJier convention ,bv whiC'h the Financial Commissioner was given discretihn 
to- ·over-alJot funds. We are of, the opimon that the t.wo ,conventions are -
indp.pendent of each other and'thePe is. therefore, no questicn of conflict between 
the two.' By tbe first the Railway Roard is, allowed to authorise e'Xt)ennlture 
in !?xC'ess ,of tbe Rmonnts voted bv the Le~slatare in one -particular ~nt in -
the hc.pe that it wilt be met by sll.vings elsewhere within the same grant. By 
the second the Railwav are authoriMd to exceed the budeet alkttnpnts in one 
grant if they eXl>eet savin!Zs in Another. Tltis'latter 'arrane-ement is, however, 
tantamonnt to re.approprifrtlons being allo.wed between ei!iht different gr8llta-
ann we regard this as most unsatisfactory. We are of the view that instead 
of 8Q,opting this subterf_uge which. has' been necessitated, by the peculiar eondi-
tious of the railways but which. is quite contl'ary to all canons d budgeting _f,nd 
fil1ancial oontrol, it mi~ht be better to revert to the system of- having one grant 
for Working Expenses as a whole of. which the present grants could be sub-heads 
be~'~en' which reappropriations would be allowed in the nonnal COllI'S~. We 
should lik~ the Railway Department; to xe-examine this matter in detail in con-
~ltstion with the Auditor GeIier~l and present a report to the CommIttee. Till 
tile matter is settled the present arrange~ent.g should continue. \ . -

20. C011'clation of ~udgeting .-We 'have come across in our examinAtion 
of the Railway aeco,unts several instances which lead us to the conclusion that 
,helo is insufficient correlation in budgeting between .the different railway sdrn~
:l1istrations.' We understand that a. sy~tem is already in' force wherebr ene-
railwl'Y does not 'debi~ .. or credit itself tmthe other~ railway has accepted the 

'Co1'l'Csponding n,redit 'Or debit thus en.suring correlation in -the accounts -of the 
two rAilways. We' see .prima facie no reason why -some simnar a.rrangement 
ahcllild not be Rdopted at the stnge of makin~ burlget estimates so t'Iat a railway 

'wonld not make any. entry in its estimate's relating to, paynients' to or l'eceipis 
fr·.m any ot-her railwpv till the other railway had agreed to make a corresoonrlitlg' 
revers!' ~ntn: in -its own eRtimaies. ,We should like the RaiJwav ])Pparfn\ent 
to investigate this matful:" and, to adop~ the procedure suggested if found fea!Jibte. 

" 
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I )U .. Debitl fot 'servioe3 Ren.d,red~-We have come' aeross many e~seli in 

all th,.,' acco\lIlt&-Civil" Posts and 'Teleiraphs and Hailways'-in which lerga 
fiual savings' having, been' explained· as being d1l6 to the' fact' that debits for 
1;1I0re& or Jor other, services had not .bee~ received from other departments of 
,Government' before theclos~ oft~e aeco~ts. This matter is really of, se~eral 
iIlte~est but· we diScuss it in this part of, the Repor,t because'the mostgtw:{ng 
example- of the'. kihd of budgetary .d~sturbance which this non-receipt of qeBits. 
involves occu!'!'ed in the Railway Grant. No. 12-" Open Line. 'Works". A' 
supplemeritary grant of Rs. 1'86 crores was taken uuder this head but' ta~re 
wab in the end a .final saving of Rs. '10'8~ erores caused in the main by the-
non.reecipt ,ot debits for stores received .. We, consider it important ~hat the 

. uc~ounts . should closely, .correspond with facts and that .a debit for :nticles 
'1\-·hi<:Jl have, actually beenr~ceived - or fo'r a service which has actu.ally been 
enjoJ'ed during the year. should .aPI1eai- in the accounts for the year. It, is also 
important. that expenditure sho~lld as far as pessible correspond . .with the 
amoun~ voted by t,he Legislature. B.oth these desiderata are achieved by the . 
::Eiiglish syste!Jl -whereby; if debits are not received by one department from' 
another -departJDent befoTP, 'the end of the year, the first. department d"hit. 
itseli- by making an advance paym~nt of an amount approximating to that; 
w:hich would ultiIn.ately have to_ be paid to t~e department to· wb~ch the credit 
is -due. We are not sure whether this· practice could mutati8 mu,tandi8 be fitte~ 
into the Iridian. systym of accounts. It ~hould prima faoie be possible for 
depnrtments-lo _debit themselves. by credit to suspense and fqr the suspcnsn 
bead toO be· cleared ~b:v the debit6 when received; but this might -on tne ,)ther 
bana, involve further diffi~u1tie8 such as larg~' amounts. being heid in suspense' 
,'and d -divergence betwe~n cr.edits made'tQ susNnse. on the basis pf estimates" 
and the -actual debits raised. Vole- should like the Finance Depo.rtment to in-
vestigate this matter and to,suggest tD uS'Dleans wherepy t~s constant scurce 

. 'of ~rOI' can be eliininated or its effects mitigated~' In the meantime anti till 
. a L-ew system is devis~, we should lik~ it· t<> be impressed on -.all Departmen~3 
that ii. is the duty of the con~lling 'oaro~ of the departments served whose 
granl-s are affected, to see that all debits against' their,. grants, on nCCOll ..... t of 
supplies made or semces'rendered. are raised.. by the serving departmentsa.nd 
adjusted in the accounts of the yeat' to which they relate before -these accounts 
are eksed. " ' 

. ~. Fmancial . Irr~gularitieB.-We examined, with c,!,re the 'more important, 
of thf cases of loss. ·nu#=tatory expenditure and financial irregularity dest"ribed 
;n the Audit RepOrt. W~ are ~tisfied that whe~eyer a defect of pro.!ed~re 
h:ils been disclosed 'steps have ,been taken to rectify it. We should like, how-

~, ~vcr, to recall t~at we recorded in <)ur Report on the aceount8of 1940-41 tl.at 
i tne punishments in1licted were.apt to be lenient' even where charges Qt, a grave· 
'" n.ature were proved and last year we urged again that the punishments aW8rifed 
f. should fit the crime., . We regret to note howevet'" that thiS' attitu'de of lenif-:ncy 
! . .to deli.nquents still conthiues with the result that there has been no improve-. 

[I .... :.' .••• ·: meltlf t1!l t.his'brespeet. Wt . e regardd itl8s very necessary, particularly at the pre-" 
sel LIme W en corrup Ion an ma practices of every kind are unfortunately 
~o common,~ .that tbose against -whomit 'is 'found 'possible sucee8ijfully to prove-

, an offe!lce should, be awarded exemplary punishment. _ We should lik~ the I 

~ .. RaHway Departmint to give .veu much more attention t,han they- seem hi~herto 
, to have. g~v~n to, this aspect o.f the matter and yve would' weloome a report al t9 
C the actIOD lIithlS r~speet which they may find it pos!5ible to take., ' 
t' 23. Wharfage and D~muTTage.-~ observe from a statement in the AudIt 
,. Report th'at on most RailwRYs there are very eonsiderabJe ~emislSions of wb&r~ 
Ii fage8n~ demurra'ge charges the pereentage of the "mounts remitted to the-
If Slliounts accrued being in one case ,'at least as high 8s50. Wf! do not quite r understand why so large 8 proportion of theee ehargeB shoulclbe remitted. We 
! COD sider it wrong in pnnciple to al1Qw liberal remIssions in present circumatances J not fIIomuch beellu8e of the 1018 of revenue' involved-whieh, however, ~8 noti . 



.. . i ~ ,- ~.J..-~---;--'- • , . 

incoll-siderable-but in order \0 preveri~ railway wagons which are badly !leed.d 
for legitim~. purposes from bemg' ,. used as store-houSes and ,gOdowns-o We 
desire 'that the question of how tlus ~erc&ntage can be reduc~d snould' befur~ 
~er considered bl th.~ Railway Department and suitable· instructions :losu6d 
on lihe subject'. . .' - , _ ' 

24. L088 . on . Strategic Railways.-In· our .Report _ on the acccunti of 
1239-40 we discUssed the point whether losses on ... Strategic- Railwa.ys l6P-ou,ld 
not be included in the Defence Budget. We' then came to the conclusion,,' 
that" as the Defence':Budget was no longer a contract budget and as it wO,uld 
make nQ ultimate difference, to the incidence. of 'tbis expenditure v:hetherit 

. Wilb inpluded in the ciyil,or ,the defence s~de of the Budget, th~Jl1"0ced~~ then 
foliowed should continue at:any rate during the war. As. the War has HOW 

enaul, we should. like- the matter to be reviewed, particularly with a -view,to 
. djscover whether 'it would not be in more' accord with correct principles' of 
accounting to charge ·thiS 10s8 to the DefenCe Estimates than, to "'continue 

-to follOW' the present proced.ure.· .','. ' 
~5. We desire in conclusion .to place on record our appreciation of the great 

.b£1p- rendered to us ill our examination of the accounts by the .Au .. ditor Generai 
alla his staff, as also of the etlicient se,vice rendered to ~s by our' Secretary. 
.', . A.' ROWLANDS. -' -

13. K. NEHRU, Secretary. 
'llhe 4'th September 1945. 

B. D; DALAL. 
L. K. :MAITRA. 

-··RAZA ALI . 
. MOHD. AZHAR ALI. 
N. G. RANGA. 
ISMAIEL ALI KHAN. 
ABDUR RAHlIAN. 
MOHD: A~DUt~GHANL 
H. M~ ABDULLAH. , 
FAZLI I{AQUE PIRACHA. 

\ . -
REP-ORT -OF THE ,MILITARY ,ACCOUNTS COMMlTTEE ON THE 

ACCOUNTS FOR \94344 - . 
Weare appointed in pursuance Of the rec,?mmendatjons' made in paragraph 

31 of the Report of- the Public Accounts' CoplIl1ittee on the Accounts for 1929-30 
to make a· preliminary ex:amination of the Appropriation Accounts of the Defence 
Services and connected docllIDents. We have been assisted in ,this work by 
the Audiwr-General-. the Secretaries to the Govemment ,of, India in the Depart- . 
ments of War and Supply. the Financial Adviser. War.'lI.nd' Supply, "the Director 
of, Audit, War and .. Supply and. other officers' of Government. The resulth of 
o..ur examinatioll are embpdied in the proceedings of oUr meetings 'which we 
.desireto be treated as part of our rep.ort. The following pa~aphs deal ~nly 
with the more important points d}scUssed therein. -, 

2. One iIIlPortant feature of the accounts .. for the year under, review is .tile 
"r(tat difference between, the actuals and the budget·' 'estimates. Though we' 
have been accustomed .. in the ,wB;r years jo -expenditure invariably' :Outrunning 
the bndget estimates, 1;.he increase of effective expenditure this year-amounting 
to 100 'per cent over the budget;.:-is so great as to call for comment. The ('hie'f 
reasor)' for this large 'Variation is. we understand; that 'the budget· estiI'lates' 
were framed on the assuml>tion t~~t during,the year 1943-44 a major toffe~sive 
would be htUnched' from India. against th~ Japanese.' As the fighij,ng' .would 
then' have been 'outside. the· hor4ers of India the cost ~~f the £reaps' involved 
and' cf the operatiQns generally would. under the Financial Settlemen£, have 
bef::l1 borne by .His Majesty's Govemment. . Tn actual f~ci whait happened was 
that the Japanese invaded Indian soil with the result that the co~t of the troops 
necessarily. retained in or' specially broughti into India RS well' as that of' other' 
rtlE'asures faken to defend In'n;~ against tbeirivasion were debitedfo t.he Indim , ,. ~ , 



blldget.Thesecond OlllS3'e ;ior this in~, was tlte d~ion to bring~ accoUnt 
during . the year Il.ldia's ,liability fer "he . coat of vehicles used for. herl\l'med 
f~rce8 a great par:t o~f which, owing to ~.e· ~_e~ce of requisi~ informatibnand' 
the eomplexitiesof the calculatioDs involved, had been lying in suspense lor a 
("of'siderable time. This adjustment alone' amounted to Rs. 47 crores and 
thi~, taken together with the factot' mentioned above~ furnishes t'he ~ .• planatioll 
for tb~ large variation. ' , 

" 3. There has been. no change in the year under 'revie* in the principle; 
of ~the Financial Settlement· governing tke division of war e~nditure between 
]no18 a~d England but the adjustments' between the two countries have 
become ever;t 'mOre complex than before not only because of theco'ntinued 

. expansion of the armed forces but owing to the emergence of ~rtain ,other 
complicating- factors two of which. have been mentioned _ abo:ve. 

The adjustment made. on account- of the cost of mot,or vehicles ~so involves 
. ~ reference' to the ,principle's of the Financial Settlement. The method et.dClpt~d 
for h~sessing India's liability was exPlained to us at length ilnd we think . that 
;1: the circumstances' of the case the method adopted yielded th'3 fairest, result. 
\V~. note, however, that the question of 'wha\' relie'f India can I get on this 
account under the terms of Canada's Mutual Aid Appropriations to the Uuited. 
NationE: is still u:pder inyestigaj;ion.We hope that t":ris matter will be pUflmeJ 

, with vigour and .brought to a sstisfact<>ry conclusion. 
A third complicating factor was _the formation 'during' the year of the South-

East Asia Command which took over froin the India Command the adminiEltra-
tlve control not only of all forces serving in Burma' and Ceylon out cl.lso of 
cerf.ain land forces and the bulk of the Air Forces serving iIi India :tself. \Ve 
w~re assured that this ·did not affect the extent of India's .liabilitv for defence 
expenditure under the Financial &ttlernent .but it did necessitate certain 
,c~nges in the accounting procedure. The diffioulties created by this IJhai\~~ 
ha.ve .. ot been completely solved .andwe understand t:hat the credits due to 

. J;Iis Majesty's Government for the year 1943-44 on account' of certain ,cl4lss~ 
of expe.n<;liture ha~ not 'yet been afforded to them.' We trust that the llRCer-
iaiDme~t and :final adjustment of' these credits will soon be possible: . . 

4. We h&ve, since_the warst*~ been accustomed to"the Audit Report 
bringing -to light a large number of irreiSularities-some <:>f a serious nature. 
The, present ,Report is no' exce.ption· to the rule and contaiDs the- usual t,a1e. of 
lOfOse& in Government stores on account of storage and sto~e accounting arr~ge~ 
Mf'Dts- being" defective or non~existent; of works carried out ~without oroper 
3uthority or without execution of contracts; and. as .. regards bo,th· works and the' 
acquisition of stores"cases in which the :financiat intet'ests .of 'Government ,were 
disregarded. We recognis.e~as we have recognised. hetore, ~hat the very un-
~tj6facto:Fy state of affairs which h~s been revealed is l~rgely the re~ult ot war' 
conditions. We recognise alSo, that there has been an extreme shortage of 
h&inedpersonnel, that the magnitude of-the works prograinmeand of the ~oore;; 
~findled .has increased- tremendously, that thiS immense incre.ase iIi the voluDlJ 
of work to be done· has qeen accompanied by ~ decrease in the time in, whick 
the task had· to be -accomplished and' that all these ,factors taken together 113<1 
1v considerable confusion! disorganisation and waste. We' have once again 
f:xamined the. numerous rules and orders' that have been issued frem 'time 'to 
timE:' in .an-effort -to improve matters and We are gilld to. be: able to record that 
th('Y have n~t b~n without effect: W ~are convinced, thnt th~ rules of pror~e
~ure already irl eXlste~ce sre suffiCient. 1£ observed, .to prevent losses from being 
mcuned but, ,we confess that we are far from satisfied tbat such observance of 
the rules is ,adequately e,uorced. ' * . 

We.:.feel that there might have been greaterirnprovement tARn .ha.q aetu8U~ ?UD ?4sc!osed if, the authmities had taken a strottJlel' line with respent to ~a. w 

mwhmh It had ·been.,proved th~t.officer8, had diRobe:veA orderaeither deHberateJ~ 
Dr t,h~ugh- n.egledt. On read-int througb the Audi~ Report we have gained the 



ill.lpression that breaches of procedure have bE'.en dealt with far ~o leniently by 
the Department and this impression has been strengthened by our exaInination 
'Of the wi~nesBes. There seems to· have grown up a tendency to regard the 
~le~6h of rules of procedure '8S of little consequence and it is this tendency 
~alDst "Which we WIsh to sound a note of waming. Departures from proeet1ure 
may oocRsion"ally ~e innoc~ou8; they may even perhaps be ,- ne-oossary; but they 
;n~riabJy giVe rise to the possibility of -loss to the State througl1 frnud." 
emb~zzlement,theJ.t, bri~ery, corruption and a host, of other ~Ys. Rules ef 
proc(\dure ate' desi~ed t-o act asa safeguard againd losses to tlte BUtte and 
thou~b every ~aeh ·of these nJles may-'riot involve a loss -the instances we 
have investigated R,re Rl~cienl to convinee llR !tha.t it is not Beldom that tbe 
two ~() toqether.Now thftt 1!he War has tmdedwe -sbould like ~ imm-ess UOOt'l 
the WRl' nlm"rlm~"'t. t.h~t there is no longer any jU8tHication left for 1:\eil" 
tlfficere to ai.sre~rd, clE'9~y expreued orders and· we shollld'like them to insiSt 
ver:v much more 'firmlv on a strict compliance with in!=!~ctions' thnn ~m~ 
to h"ve' been their ~llR'tolTlin th~ past-the breach of orders in such nr )Raic 
mattetls ~8 stores Bnd"orkA not bejn~ r~arded with leg~ 8eriou~n:ess than intfis-
cipline in the :field. It nil1~t, hp l'ememh~r~d that, with the ces~atiop of h~tjl;ties 
Ihe nnan.cial intereRb; of t.he State whidh ha~ faded ,into the. hack~,und have 
CJDce ae-8In resumed the impmiiance which they must necessarily have in times 
of peace. ~ . . 

5. R8covery of overpayments :-Another dire~tion in wnich the Department 
appellr to have been unduly lenient witH its officers is in the recovery of over-' 
p3) me;nt of emoluments. We' were informed" while dealing with a partIcular 
case, that certaip sums which had been overpaid by mistake had 11eenWritf.en 
d'f without any effort being made to recoverthem,-on the ground that the over- . 
raymen'ts had been' received in good faith. ~his justification is, in our, view, " 
totally inadequate for not enforcing recovery. Every overpayment' d money 
to a public serVant 'is, and must be regarded as, a debt owe~ to the public and 
all possible action should, be taken to recover it with despatclir.' 4# 

. 6. ~a!l Account8.-We ~ri:unented last year on ~he importan~ of the propet' 
maintemmce of individual ledger accounts of officers and. personnel on the war 
Slstem of aCcounting. ""'Ie have been informed that the War Office have made 
aavailable a speci~), mission of experts to' advise on, and. efle~t impl'O'Vements in, 
our system of accoun~ and that considerable improvements -have been -the 
result of their activities. We are cortcerned to note,· boweveI', thatappl'ecioole 
arrears still exist. As the war is riow ended and as demob$,zation w J1 shortly 
itart, ,we cannot over·emphasise the urgency 01 wiping out all these az:rears __ 
ravidli as possible and we hope that the War Department wjlltake all n~ 
tneastlrest',q this' end. ' 

7. Canteen 8e",iceB (lndia).-We were interested in the aceo~t given 
to us of the working of Canteen Se(vices (India). We were told 'that' .this 
organisation would in due course be 'dissolved and its. functions ha~ded i?ack to-
the Gsnteen Cdntraetors' Syndiod.te ash-efore the war. \Ve underst~d tllat 
,under the terms of "agreement with,Government, Government.will have to !Jnnd 
'back to the 'SyndicatetJIe Stores taken over from them in kind ,and dt-dershave 
been issued that the dffference between the .value of the stocks taken over.tlml 
the value of the stocks returned should be debited to· General Revenues. 
G8~teen Servi~eB (India) is-run on a commercial 'basis and we see. no justifica. 
tion for anv pa.rt of the cost" involved hi running it being :bome by the heneml 
tax-payer.:" We 'should, therefore . .like 'theseol'de'rS to be reViewed. Further, 
we understand that the practice is to set aside 50 per cent of the pMfits tnatle 
b~ Canteen Serv~ces 8S a reserve against eontingent losses and 'terminal ex-
penses. 'This percentage bas not been atrived at after any aetail~d investi-
pation and we are Dot fmtA that it 'is enou~l:t to:rneet the Josse'S which II'lfiybe 
incurred. We should, like a 'full investigatioil into tbismatter made sud' ',. 
l'eporl .. ubmitt~d (0 us in due CC>Ut'B6. 



S'&4pplll. Department 
S. Advanc, 'Payment' tCi Contractvrl. We "took objection . \WO yeanJ ago 

jo the procedure by which 100 "per cent pa~entswere made to contractors 
i on inspection~nd proof of despatch but we· agreed last year on the matter 
being repre~ented to us that this system . should continue. We are opposed in 
'prniGipl~, for obviousre'asons~ to fWl'payme,nts being made to contraetori oefore 
goods have reached ',the consignees: 'but; we do recogni&e -the force of th~ leRsona 
which led. to the introduc,ion of this practice and to its continuance upto the 
present time. We' shOuld like, however. 'the, d'epartmel:t. once 'again to consider, 
!nview of the war having come to all end. oftbe consequent reduction il! the 
vo~ume or- orders,_ of the likelihood that there will be less delays .in payment ana 

- of ~he 'general easing of the supply -situation' in the country, whether it would 
not now b~ possible to reveri .to the original. and 'prima facie more dQsirabl~ 

, " arrangement of some portion of contrac~rs' bills being 'kept in hana fill delivery 
has been taken. by -the consignee. Connec~d with this . quest~on is . another 
fiimilar one. ·We. ru:e infbrmed that jt is ,not the practice to make ahy advances 
k> conttactars agains~ goods in pr:ocess of malLufacture. JIl the absence of StIch 
a system' there is a poBsibility~~at; Government has' to pay higher pric'es-
particularly wh~n the cycle .of . manufacture, is long-.· in order to. recoup the 
·c.ontractor for interest charges' on -borrowed cap1l\.aL . As the in~erest ,at ~vhich 
lhe contractor can borrow must necessarily be higher than the interest at -whic~ 
funds are available to Government.' it 'follows that Govemm'ent would optain 

-, its requirements cheape~· if.it I}dopted the_system of· ad vancmg· working japital 
j&gsinst tha security of goods in the. Pro~ess of I!lanufacture. We w9uid like 
the Department to ccrrsider and report whether the introduction of such a prnc- ... 

. tice which would obvionsly be advantageous to Government. is not practicable. 

9. Contracts.-We examined iIi detail the' terms of some. of the contracts 
entered into by the Supply Department and wish to record our views on scme 
m8tters 'of principle which arose from this examination. In one case a substan-
iial item representing ~oodwill was admitted as part .of. the capita} emplc~'oo 
lD negotiating the profit margin to be allowed -on Government orders., We 
(.()nsider that there was no just~cation for domg so. The only kind of capital 
that clln jilstifiably be taken into account in such cases in calculating profit 
margins is the :value of the block capital assets and . working capital,' tlre am0un' 
and- composition' f?f the s~are capital being. entirely irrelevant. 

In another case the prices allowed -were such as. to yield 11 per cent on thp. 
turnover and 88' per cent on the capital at charge, rates which we regard 88 
grossly excessive. It waS' urged in extenllati9D that these profits had, been 

o calculated without reference to fees which. the firm in question had to pay 
to the holders of patent rightA, which fees were said to be· heavy. . The correci 
course of action in th~, case would have been' to get a reduction in patent fees 
through a recourSe ~ the, Defence of In9ia Rules if'necessary. . , 

.Iu a third case' we found that the Department. having demanded a C"lsi 
investigation, allowe<l itself later to be persuaded -inf.o waiving th6t'demnnd 
as the firm "'~S not agreeable -to an inspection of its .books. In· cases Of this l... 
kind again w.e would suggest that recourse should be had unhesitatinglvto, the. 
ample powers with which, Govemmept has armed itself under the Defence of 
~ndia ' Rules, . , 

10. Di8pDBals~--We were greatly interesfud in the accougt giVen to us of 
the work being 'done by theC~ntr~1 Dist>Osals Organisa~on a~d of thetltepcj 

-being taken to sD)ooth the transition of Indian eoonomy from a wartime in a 
pe&Ce;tirne bMis. We nre satisfledt~at the 'stells taken- 80 far, nameJv tlle 
gradual and orderly release' of basic ma£erials for civil productiOn and enntir\l~d 
8ssil~tance In the rnatt.er of 'Priori tv. for raw materials and trans1'Ori fOr factories 
which have. ~~ne ov~r. to ~iv!l produCtion .. are adequate. We are also 8st.ia6ed 
thnt· the. pnuClples w!ucb It 18 1>roposed to loHow in ili~jl"I~ of Al1mlm:, J1torf\t;. 
hot ~qU1red by publIC authori~e8, namely tha. the disposal should be tltroua.h 

• '> ... 
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,the usual, ~e channels and should be so p~edas to cause the mID!m.UlD: o~ 
.dislocation. to IndiaJ;l jndl,jitrial eeonomy, are ,correct.W 6 should, however, 
.ijke to stress. ,the great ilnpartance. which this subject has assumed_ with -1lh~ 

, termination of. the war and to express. the hope_ that it will continue to engage 
the constant and ,oo,refu1 attention of Government. _ ' 

.11.- Awfit Report.-The arrangement of the Audi~ RePort- at present;s thAt, 
ihefinancial il'l'egularitiesetc., are classified according W the br.anches-'" or 
departments concerned. It seems to us that it would be a better arrangement 
jf the Report were'to be so remodelled as to group together intQ certain well-
definod categories the instances of irregularity which are now spread throughout 
the body of the :geport. Such categories are, broadly, Store Accountiug, Works. 
Expenditure,' 'Pay and Allowances and Expenditur~ on the. Acquisition' of 
'Stores 'and the' particular' instjUlces of irregularity can' be deal~ with llDaer 
'€ach ~eail. irrespective oLthe organisation in whiC'h they occur.' This .arrange-

, ment would have th~ ~vantage of concentrating .our attention on irregularities 
,\ hiGh were pro~-to· occur oftener than others and would save time in going 
i,hrough the" Report. ,Matters whicfi could nof be brough~ within t~s d&$sific,e.-
tion· should continue £6 be dealt, with separately as . before. We recomnlend 
that the Report should be remodelled on 'theEie lines ·:from next year. But we 
1o-hould· like to make' it clear that we do not mean bv this recomm~dation 
that the .Report should embody' less material or in less datail than it does now 

"or that it should be drawn up with less meticulous,care than it is at preseQ.t. 
12. We desire 'in ,conclusion to ,plaee on record our indebtedness to the- " 

Audioor General and his staff ~or the help they h~ve given us in our deliher~-' 
, tions.' . • .. 

:a:·K. NEHRU, Be,cre!dTY: 
The 31st August 1~5. 

A. ROWLANDS. 
L., K.' MAITRA .• '., . 
MO~D •. ABDUL GHA.N"l. 
ISMAIEL ALI KHAN. 
C. E. JONES. 

' .. 
. Proceedings C?f the first lJlee~ of the Public Accounts 'OommIttee held .. 

Monday, the 13th Au&ust, 1945, at 10-30 a.m. 

, PRESENT': 

'The' Honourable Sir Archibald' Rowlands! 
. M.B.E.-, Finance Member. . ~, 

:Professor N. G .~bga . 
. Maulvi Mohammad Abdul Ghani. 
Mr. }Iobamed Azhar Ali', 
"Sir Syed Raza "Ali, C.B.E. 

• K.C.B., 

Pandit Lakshmikanta .. Maitra. , 
Kunw9r Rajee ISplaiel-Ali Khan, C.I.E.: O.B.~. 
'Sir'Ratanji Dalal, C.I.E..: . 

, Khan Bahadur She:kh Fazl-i-Raq Piracha. 
'Sir LaksIulupati -Misra, Chief' Commissioner ,Of 

Railways , 

, . 
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1 

Mr. A. C. Turner, C.T.E., M.B.E., .I.C.S .. Financial 

Direcwl of J. Commiss~oner of Railwayli. ~ , 
Mr. I. S. Puri, Directgr of Finance. 

::Rai Bahadtir R. V. Bam~Ohandani, 
: Rai!way Accoun •• 

• I • 

• 
Members. 



SD.- ,Be~e Staig. C.S.I" 1:0"S" Auditor Genera.l cd India. 
'Mr. G. H. A.'~ Wood. Director of :Railway Audit. 
Mr. S. Sankaran,Deputy Director_of Railway A\1dit. 
Sir Cyril Jopes, K.C.I.E., &'S.I., I.C.S., Finance Secretary: . 

_'Railway Department ., 
The pr9Ceedings openE5ll. with· a speech of welcome by Sir Ratanji Dala1t-

:the seniormost member of. the Committee, welcoming the new Chairman and. 
the new :Auditor General. Sir Ratanji was seconded by Pandit Lakshmi Kanta. 
Maitra 'and suitable replies were made by Sir Archibald Rowlands and SJr 
Bertie Staig. .' . - ., . 

2. The Chairman referred to the memorandum (Appendix X) ~n Deni&l 
~easuresand other central expenditure in Bengal· which had been prepared by 
the' Auditor General in accordance with the Committee's recommendation in. 
paragraph .11 of their report last year (ou~tandiDg recommendation N~. '16) 
and suggested that, as more than one department ~f the .Government of India. 

_ was involved, this memorandum should be -taken up 'at a special m~eting ,at 
which representatives of the War, Defence, Commonwealth Relations and 
Finance Departments should be present, also,. as the Government of Beng&l. 
were primarily invQlved in these measures, they shoulq be invited to send their 
representative to this meeting of the Committee if they so desired. The Com-
mitteeagreed to the proposal. , 

B. The Chairman then said that a sEght alteration in the procedure normally 
followed by the Committee mig~t be' of advantage and suggested ' that in 
going thrqugh the documents before them the Committee should give priority 
to.ihose matters which in the opinion of the Auditor G~neral were important . 
.The Committee could then discuss other matters which appeared of importance 
to -me1!!bers. The Auditor General had a:lreadV given an indication to the 
Chairman of the matters he would Eke to be discussed in the Committee. The 
<XJP,mittee agreed to the adoption of this procedure in order to ensure that no-
matter of importance should be left out through lack of time. 

4. The witnesses were then called in and the' Committee devoted its atten-
tion to a .consideration of th~ outstanding items. With reference to outstanding 
item No.1, a memt>randum (Appendix IV) was submitted .to the Committee 
explaining in detail the facts regarding the regirdering of the D~fi~rin Bridge. 
TjJ.e Department admitted that no really ~a:tisfactory explanation could 'be: 
given for the delays that took place between ~Iay 1940 dnd December 1943~' 
':lovernIDent's liability during -thisperiofi had however not been left indeter~ 
~inate. The. Committee considered that three- major points arose cut of thi" 
IllcUlorandum; firstly, did the tend,erers not form a combine against GovernI11ent 
.thus forcing it to accept tbj only tender submitted namely that by ~Iessrs. 
Braithwaite, Burn arid Jessop Construction Co., ·Ltd., secondly, what was the-
difference "'between the, terms o,fiered by the contractor in May 1940 and the 
terms finally settled ~n December 1943 and,' thirdly, .hether any disciplinary 
-action 'had been taken in this case for the delay involved. Full information 
. Qn these points Was not immediately available and the Department promised to 
give a supplementary note embodying this information to the Committee before 

, the close, if possible, of its present sess~oD. ' 
5. In considering outstanding item No.2,' the' Committee observed thali 

during the year under review the net loss to the railways on account of the 
grain sh?ps w~s over Rs. 10 crores, It- was explained that -the limit of pay 
upto wh~ch ratlway servants GOll1d take advantage of concessional rates, \vhich 
had been fixe!! in ~ccoJdance with the wishes of fhe' Railway Standing Finance 
Committee' at-&' -500 per mensem from the 1st of October 1944, bad further 
been reduced to Re. 400 p,er meJ;lsem from the 1st of Mav 1945 'in view of the 
grapt of cash dearness allowance -at enhanced rates and that the loss~s 'on the 
wOi'kin~ of :he gr.am sho1?~ were npt losses in ,the tJ,le 8ens~ of the ~rm because 
they were mtentionally mcurred as part of dearness allow8B.ce. The price at 
which commodities were. sold in the grainsliops, was ba~d on Fehnlarv 1948 
]>rices less 20 per cellt. -with the exception of proprietary articles. 8nr1 ~4--llnda.rd , . . 
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doth. From October 1944 onwards it had in most cases been futther reduced, 
.by 10 percent. As ,the bas:c price level-was fixed,·, it~ was ob~ous t~at as the 
,price 1.evel iall, the 108s would automatically diminish. The COIJmlitte~, though 
they were not opposed to the policy of the I?epartment ill providing food .and 
other necessities of life in -shoJ>s run by itseli nor to the:r being sold, in presen; 
circumstances, at below cost, and though they did consider this to be a diacri-
~ati<?n in favour of ,~me particu,lar class. of governmentservantB-for ~hich 
however they admitted there was some justification-were nevertheless of tht5 
view that Government should constantly keep under review the policy followed. 
wiijJ. xeg_ to the grain shops ~ith the ~brect of mjnimisipg and ultimat.aly eli-

, minating Josses on this account. It, was· further stated' in this c01}D.ection that 
. certain grocery shQps, the accounts of which were not included in the grain 
shops, hAd' also been opened to provide for articles not provided in these grain 
~shops, that the basis on which these were supposed to be run was "no cosij to 
Gowernment" but that there had in fact been some 1088 in their running and the 

,matter of how ,th:s'loss was to he adjusted was under consideration, by Govern-
ment. • - .. 

tS. In pursuance of the recommendatIon contained In outstanding ·ite~No. 3; 
a detailed memorandum (Appendix V) on the- Stores Balances of railways wis 
presented to the Committee. r:J:he Committee ~omi:nented on tpe fact -that, 
since they made their last recommendation on the subject; the Stores Balan,ces 
had increased instead of decreas:ng, the balances ~t the end of 1943-44 stand-
ing at 21.29.,_crores against 15·28 ~rores i? 1942-43. It was explaine~ that s~me 
part of this increase was due to grain stocks (2'65 crores).and a major part due 
to, the rise in prices which had caused the monetary-value 'of ihe stoeks to in-
Crease without a correspond:ng increase in the physical. quantity of stores. It 
was further explainE(d 'that- more intensive railway onerations, the' conservation 
of stocks by' the' exercise of strict economy, bunching in the arrival of stores, etc .. were other factors which -had contributed to the illcrease. The Comm~ttee 
were however satisfied by the categorical assurance given by the Department 
that their view in this m'atter coincided entirelv' with that of the Committee, 

, that they were oppose~ to locking up ~apital in stocks particul~rly in a period of 
falIing prices and that their policy was now to ~ keep st.ocks at, the minimum 
compatible w:th safety. . 

, 7. \Vith reference to outstanding item No.4 a memorandum (Appendix VI) 
was submitted explaining the position. The Committee remarked on this 
memorandum that the correct principle was that when a Department altered 
its .form of public accounts, it should invariably do 'so after consultation with 
the Auditor General. _ It was explained that in th:s -particular case ..this had 
been done, an. agreement regarding the temporary form (annexure: 'R'), had f 

been arrived at and the terms pf the memoFandum were misleatiing in so far they 
'suggested that Audit had not been consulte<h ' 

8. With reference t<> outstanding item No. 6 in which t.he Comm:ttee sug-
gested that, save in the most exceptional ,cir,cumstances, no work of any- kind 
should be commenced without the prior execution of contract documents, a 
memorandum (Appendix VII) was placed before them. It was sta~d that tlie 
redraft of paragraph .455-S in Chapter 4 of the State Railways Stores Code 
wh:ch ,was mentioned in the memorandum had now heen issued. The 'Com-
mittee were satisfied that the new procedure, if foflowed, ~as adequat.e to 
achieve the desired result. "" ~ .. 

9. The Con:mittee then passed on. to 'a consideration of the Audit' ~port. 
'llbey disCl!ssed at great leJ)gththe point of principle ~nvolved in ~he ma~, 
descr:bed m paragraph 5 (e) of the Report. It appeared that the' Public 
Accounts Committee on the accounts of 1926-27 had agreed "to 'a coI!vention 
wherebt the FinanCIal C!lmmissioner, Rail"!ays, in. :vie~, of the peculisr eir-' 
cumstances in which be had. to work, was gIven a. dlscreiton to over-allot funds 
in grants Nos. 4. (AdminiBtrati~Ii), 5 (Repairs and Maintenance and Operation) 

I..nd 6 (Companies an? Indian States' sfare of su;plus ~rofits and ~etearnings) 
'instead of be!ng, reqUIred ¥> make speCIfic re~u~tlOns under beads V1 respect of 

, ~ > ,.... • 
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which savings were anticip~ted oorres~onding 'to j;he ex~~eg8uthorised to be 
, spent under other heads .. Jrive years l~ter it ,was decided to mqka. each a:b8tr.ac~ 

under wor\ripg expenses a separaM demand and each' railway a sub~he8d-under' 
the demands subject to a convention being estabJished that a saving, under one 
:0£ these 'demands should be considered as a set-off against al}- excess in another. 
Since 1933 over:-allotment ,had not been made 'by the issue' offormal orders of 
reappropriation but by the issue of expendi~U1'e orders authorising ~h& admi-
n:strations to incur" expenditure in exc~&s of the grants and"uP cognisance was 
taken 01 them in making ,reappropriations. Demands for grants, fo!. railw,ays ' 
had been mare ~ the revised f<;>rm since the year 1934-35 and uP. to the year 
1942-43 the authorisations issued to the raiLways were invariably explained :in 
the Appropriation A~unts as having.b~n made out of savings expected ~ 
other grants. In the year 1943-44 however excess authori~tions amoun,ted to 
Rs, 81·16 lakhs and these caused a net,exce~s ov~r the 1}.ggregate of the eight; 
grants under "~Workng Expenses" of, Rs. 12·83 lakhs. The point under con-
s~deration ~as whether. the splitf~g up 'of ~nedema~d in~q eight ,?t~matically 
did away WIth the earlIer conv.entlOn by WhICh tbe.FmanClal Commlss:oner was 
given discretion to over-allot funds. It seemed to the ..committee that the two 
c4!Jnventions'Yere independent of .eaoh pther and. there was therefore no ques-
tion of confEct between the t)Vo. By the first the Railway Board were allowed 
to autporize 'expenditure in excess of the amount voted by the Legislature' in 
one . particular grant 'mthe hope that it would be met by 
savings within the same grant. 'By the second the, Railw&ys 
were autHorized to exceed th~ budget allotment in one grant if they 
expect~~_ savings in another; . The Committee were of the view, however, that 
this latterarrangenient which was tantlJ,molint to reappropriations being 
allowed b~tween Eight different' grant~, was unsatisfactory and that it , might 
Iferhap8 be better to revert to the ~ystem. of hav:.ng one grant of which .the 
present grapts could be, ~ub-heads between which, reappropriations -would be 
aUowp.d in ,the normal course. Before makin~ a final recommendatiol?- 1!owever. 
the Committee des:red tliat the Financial Commissioner, Railways, should re-

. eXaiUine -the matter in deta] m con~ltation with the AUditor General a.nd pre-
sent a report 'to -the Committee. Till the matter was settled, the present 
arrangements 8h()l~ld_ continue. -.' ' -

10. In examining paragraph 10 of the Audit Report the Committee com-
mEmtedorr the lack of correlat~n in budgeting on the Railways. They were -
given to understand that a sys~m .was in force whereby. one railway' did n~. 
debit or credit itself till the oth~r raIlway had accepted the corresponding credit 
or -debit thus ensuring correlation ill t:p.e accounts 'of the two railways. They 
saw prima facie no reason why ~. similru: arrdngement shpuld. not be adopted 
at the st~ge of malpng budget, estim:Bte~ whereby a ~il:WAY should riot mak~ any 
entry in- its estimates reJating to, payments to orrecelpts from another rail~y 
,till the other railway had agreed t() make a corresponding reverse entry in, its 
own 'est!mates. _ ,The Committee desired the Railway Department to investigate 
this ~a:tter ,and present a report to it in due course . 

. If. The, Committee then lopked -into the case reported in paragraph IS (v) 
relating to certain paY1Jlents made to the Karachi Corporational3agrant in aia 
for the HHaleji Dhand Water Supply Sehen1e~'. Audit had 'drawn attention 
to the fact that .the Ra:lw&ys, had undertaken a liability, and haa. actually paid, 

" a sum of Re. 16·91akhs towards the cost of executing-a scheme for the im~ve
ment of the water supply in Kar9.chiwitho~t8ny Corresponding beneiit acerum~ 
ro them in theeQ.ape of a reduction in the water rate or in any Dt;ner form. l' 
was explained that the water supply in' Karachi was Gn' the point of a break-' 
iown; that the· Karac1;U Corporation had refused to ,undertake any expansioa 
unless it received 'a Slibstantial gra.n~.in aid from the C~ptral Government ana 
the. Government of Sind ; that the nailways., ineommoa with other, depan. 
menill of the Govemment of' It;ldie, could not fo.ce the ris£ of 8 breakdown in the 
water supply ·and jJat, therefore, ilhey bad.DO altemative in tM, cir~JMtancea 
but to sba~ in common "rth the other .de~rtmen. of the GoVernment t4 

,India, a portion of the cost without getting B direCt· h~"'Pf.lt in ref)lm. Th. , 
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Committeewe~~ .of the view that' in'.the Clrc'8mstances in whic:Q. illey, were 
placed, '~ere was no alternative but to 'pay the price 4emanded ,~y 'the mono-
polist:c supplier ~f watet and th~t the action of the ,Railwa, Depart~ent was 

, justified. '.' " _ . J 

12. A supplementary gr'ant of Re,'l·86 CJ;ores was.~kEm, under grant No. 1~ 
Open Line _ Works, bu~ the ac1!ualsdisclosed a final sav~lg of Rs. 10·85 crores.' 
It was explained tha.t this was mQ;inly" due to non-receip't ~f debts 

'from the Supply~, DepaI:tment ,to jihe ,extent, of Rs. 7·33 
orQres for locomotives, During' th~ ~ear only 170 out of 232 
loeomoti~ expected were delivered and ,no debits were raised b~fore the epd 

. of the year by Supply Department in regard ,4> those de~vered ex~ept for ,8 ~ew 
thousand rupees 01) "in~idental expenditure. The Committee were of the view 
that this case~ 'disclosed a' defect' in the methods of accounting. It was' import-
ant that the, accoun~s should closely correspond with, facts and that. a debit 
for articles which h~ actually been <received should t~erefore appear, ill th~m. 
It was ~lso .important that ,too ,·expenditure" should, as far as possible correspond 
With the amounts vot&l by the Legislature. Both these desiderata, ~ere 
achieved by the English system wherehy, if debits, were not received by,-one 

',.department from anqther department before the ,end of the year, the firSt 'depa~
ment debited itself by making ari advance 'payment of an amount approxiniatmg -
to that which would ultimately.have t,o be paid, tp th,e department to which the 
credit was due. The Committee desired the Finance Depa,rtment to' investi-
gate s,nd,.to report whether a similar ,convention mutatiB mut!fndis could not 
be intr'oducea in India. , 

18. The Committee "then .agreed"to .recommend that the 'folloWiBg exce~es 
Q'ver the final voted grants should be regularised ,hy a vote· of the Assembly:-

1. Gr~t No. 5-Revenue-Payments to Indian ,States and Compw::Ues~ 
Excess Rs. 12,92,217. . ',. - _ 

,2. Gra.n.t No. t}-Revenue-Working Expenses-Maintenance .and Supply' of' 
LOOomotiv~ .:Bower-Excess Rs. 14,66,729'. 
, 8. Grant No. 6E-Revenu.e-..:-Working Expenses of Traffic Departments-
Excess ·Ra. 29,63,088. ' " 

4. Grant No. 6F-Reven~e-WorkUlg Expenses of General Departments-:- . 
~cess Rs. 12,64;807. '. ' . " , 
. 5~ Grant No. 6G-' Revenue-:.Working Expenses-Miscellaneous]hpenses-' 
'Exoess Rs.' 22,180. ",". .,.,', , 

,6. Grant, No. 6H-Revenue-Work:ng Expenses-, Expense"s of ,Electrical 
Departme~ts-Exce8s Rs. 8t66,~20.· , . . 

7. Grant No .. 8-Revenue-Interest charges-;-Excess Rs., 18,508. ' 
8 .. Grant No. 10-Re'venue-AppPOpriation to Res~t.ve-ExcelS· :-'Ra. 

1, '10,41,042~ .. 
. 14. The Committee went ,on to look into the case reported in paragraph 6 
"f the' Audit ~eport in which the point at issue was whether a ·parti,.cular otliCf',l" 

'working in .the'office of thf' Secretary 'of State should be paid from Brit:sn or 
Indian rev~nues. The amount in,volved, was small but the Committee' were 
interested in t1!e constitutional position., They were fufonned' that the matter' 
had ~een referred to the Reforms C01;nmiss:one"r ~nd.the Legislative Department 
and would be taken up with tlie' India Office in the light of the advice given_ 
by these Departlpent~., '~ , . · 

15. TheComtnittee then turned to Chapter IT of the Audit Report whioh 
deals with losses, nugatOry expenditure' and financial irregulo.iit:es. After aD 
emmin~tion of the indi~d~al cases described, in this :chapter they carne to the-
_~clusl0n that. the 'puru~hment.g meted out to officers 'and staff of ra:~way who-we:e found gw!ty of mlsappropri~t~on. fraud and sharp practice were unduly 
JenJent.' They mstoJlced as an 'examp1e the iact that while 271c')Ses of fraud 
were dieeovered in the Qamage Wagon Workshop, Alambag\ the final 'action 

'aken w&s ouly that five employees belonging to the Work~hop were d:smisseil 
ana three were removed from servioe. 'They also commented strongly. and 
1IDfavo:'rtLbly,on the fact that 'no action had been taken &gahlst the Divisional 

'- . ... 
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Superintendent of ~e East Indiaz{Bail~ay Who aceep~. f~ ~80na ~hicIi 
tb~ Railway Board had themselves found to be unacceptable. the fuiuih highest 
tellder in two cases in fuvour of the same contractor. They were of ~he vi~\V 
that the facts as stated lentprim& facie a .suspicion of cUshonest ihtent and 
~ollside~edthat pTit~a facie soine punishment was called for.. (It was explaiu-, 
ed that in this case the Railway Board had come to the concl~on that eVeD 
if 811 error of judgmen~ had occUrred there were nom41a fides) •.• Other in-
stances of similar lenient treatment were that Dobody had been punished. for 
the loss of Ea. 12,098 caused to. the railways in-,the Coal Department in the 
case".described in paragraph 20 and that the Bole punishment meted out in the 
case in which the stock of rice, wheat and sussr was found short by Rs. 52,304 
on the Bengal and Assam Railway was that one of the ward keepers wu 
rel;!l-oved from service and his security of Rs. 500 forfeited, pneof the salesmen -
.was discharged and certain 'kha!asis' were transferred. , 

It was mention_ed that in at least three of these cases the Railway Adminis-
trations' concerned had or were taking further action against .the . offenders at 
the instance of the Railway Board. . ' 

. , . \ 

16. The Committee enquired. What_steps had been taken.t~ counter carrup. 
tion on the re.ilways which, had. grown enormously' during the last few yea,rs. 
It was stated that a special police, staff was, employed for this purpose, the 
details of the staff employed and the work done by them being promised to be' 

. placed ~fore the Committee on the next day: . 
. 17. Tlie Co~nlittee then' took into 'consideration, in . conjunction with 

paragraph 27 of the Audit Report, the memorandum (Appendix VIII) about the 
increase in the amount paid imder Compensat:on Claims. They observed thai; 
the number of claims paid, the amount involved and the. percentage of th~ 
amount to the gross- traffic receipts' wa,S -substantially higher in the war years 
than it had be~n in the pre-war years and they were concerned to discover ,that 
a special review of some of the compensat:on claims paid revealed t.hat adequate 
'Steps were not taken on seV'erat railways -for locating the responsibility of stall 
or taking' disciplinary. action against th,em. It was explained that the reasons 
for this increase were operational difficulties, heavy increase in irt\ffic, the rise 
in oommoruty pri~s, losses in transit due, to theft and pilferage; misdischarge 
Jf.Od misdelivery and congestion in goods and parcels sheds. This 'was a. matter 
which had rece:ved and would continue to receive t~serious attention of the 
1J.ailway Board and' all Railway Administrations. Steps had already heen taken 
t.o 1ighten up control with regard to this matter 'Snd more recently General 
Managers h'ad' been instructed~o strengtJ.1en further 'their Claims Settling 
Organisations, .improve their Wgkh and Ward arrangements, adopt preventive 
measures' to reduce the number of. claims and initiate periodical discussion~ with 
police officials in order to review the ,measures in force .for safeguarding goods 

. in transit. The Committee. hoped that these new instructions would have the 
desired effect. "-, 

18. The ~ommittee ~ere concerned to, note from paragraph 28 of the Aud.iti 
Report that 10 most raIlways a very high percentage of wharfage and demur-
rage' charges were rem:tted: They,objected on principle to such -remissions.in 
present circumstances not because of the loss of revenue involved but in order 
to prev~nt railway w~gons which were badly needed' for, legitima~ purposes 
from bem~ used as store, p..ouses and godowns. ; They desired that :the question 
of ?OW thIS percentage coul~ ber~auced ~hould be fu.rther considered by the 
RaIlway Department and sUItifble lDstl'tlctlOns issued on the subject. ' 

19. The Committ~~ wer~ pleased to observ~ from paragraph 29 of, the Audit. 
Report that the posltlO,n wlth regard to lack of trained staff in the Railway 
Accounts ?epartment was now much. be~ter than it wa~ in t~e previous year. 
They-~onslde:ed ht>wever that furth~r .mprovement was both possible ana nece~- . 
sary, 10 part~ular on !h~ East Inwan Railway, where, according to tbe'Repori, 
suspense regtsters-,werEj Irregularly kept and the che.ck of the. salary bills of. 
running staff was not being properly done.·~· ",-

. ' 
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, 
" 

20. In continuation of the discussions recorded in para~ph 16 the Chief 
Commissioner informed the Conimittee that the. Railways -had for the las. 
lJu'ee, yea,rs employed· a special, establishment to check _ corruption. At' the 
head of this 'establishment was a 'Deputy Inspecwr Genera! of Police who had 
:twelve police officers under him. In addition each railway had· a number of 
sectional officers· whose function was to detect bribery" corruption and other-
.offences, against railwa.ls such as fraqds, embezzlements and thefts. Since 
the establishment o'f this organisatioq 320 casfits had been investig~ted by it out 
.of which 187 had heen sent up for trial in the 'cotirtsor before special tribunals.-
These' figures did not however include cases in which departmental acpion had 
been taken which' were numerous. The CQIDmittee considered the results of 
;the activities of, the special establishment to be8atlsfa~tory as far' as they went 
but were of th~ opinion that, as the evil of corruption "had become so deep rooted , 
'and so' widespread, the most strenuous efforts should be made to suppress it and, 
:the Railway Department B~lOUld, if necessary. take greater powers to itself, 
-employ more staff and spend mor~ money to attain this pbject. 

21; The Committee then examine~ the statemen~ showing the percentage-of 
~orking Expenses to Earnings in respect of Sta..w-owned railways' (Annexure 
~C' to the Chief 'Commissioner's Review) .and observed that this percentage was 
00 the increase which was contrary to what one wo.uld normally have expected 
considering the l!,rge increase in earnings over previous years. It was explained 
that during the year under review . this result wa$ due to the fact that the price .' 
'Of coal had r~sen considerably, to an additional appropriation .of Rs. 4 CPQreB 
made to the Depreciation Fund, .to the rat.es and scope of, dearness allowance 
having been revised and to heavy expe.nditure having' been iJ;lcurred on the 
supply of chenp grain toO the railway staff. " < - -

.. 22. The pomm~t-ee then enquired 'what, pJiriciples were followed in 'the-
.Uocation of;works expend:ture between the ,Railways' and jhe Defe~ce ~ervices. 
It wqs stated that the general principle was that, if a 'work was executed at the 
instance of the Defence Services, it was pa,id for bY' the'm unless :the gssel, 
ereated by the expendit~e wa~' of permanent value f.o the ~i1w~:ys ,in ~hic1i 



-case ~e Railways.bore the cost. The alloca~on in eachparticwar case. was ' 
~d,e,4b'y 8jlee~nt be~w~n the Finan~lCQmtnj~er, &ilways· aud 'ilba 
Finan:~ial Adviser. War and Supply; ,- _. . , • -' 

.... .. 
23. The Qornm.ittee went --on to consider' anner.n-e 'A' .to the Appropriati~ 

. Accounts (Part III which et>ntained a sta~ement, showing expenditure held undet: 
objection. They 'ref~ed in particular to the d.i$tnantling of the, CawppoM. 
Khai.rad~ Branch of the G. I. P. Rai!way and of the dismantling of the Dharw .. 
Eusad- Railway which had taken place as long ago 'as December 194() bui; tha 

'expenditure connected -with which had )lot ye.t been finally regularised- in . the 
ooeountSr It was explained that; as the diSlIlSilltJing of th~se lines had, under-
the conditions preyailing·at the time, to take place forthwith, it was decided to 
proceed with the work Without ~~g up an estimate: which' would pOI'Dlall)j 
ha\>.e been·done. As no estimate was ~epared, it was then decided_to-regularise 
the expenditure by giving .sanction to the completion. report of the work. ' This 
completion ..report ",-ss'nat yet ready because the basis of the allocation' of 
credits for material -had not yet been settled bet~een the Rail'\\:ays and the-
Defence 'Services. -With regard· to this case and review:ng -the _ items. beld under_ 
objection as a whole, the Committee were of -the view that there was too mUeD . 
delay in i1hesetiiemen.t of details and they. hoped -that st~po would be taken:to 
ensure that such dela.ys were minimised in future. . ~ -, 
Proceedings ·of the third me~g of tJie ~ublic ACCt'uut!' OQmlllittee held on 

, 1Vednesday, the 15th AuguU 194,5, at 10-aD a.m. 
, 

PRF.3IUiT: 
... 
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Khan Bahadur Sheikh Fazl-i.-Haq Piraclm. 

- . 
/ Sir Cyril Jones, K.C.I.E., C.S.L, I,.C.S., Finance 1 
Mr~ M. -V. Rangaehari, Deputy Sec.rp.tary, . Finance ' WitneB~6'" 
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Sir Bertie Staig, C.S.I., I.C.S., Allditor General of India. 
Mr. S. A. Vaneswar; AceountantGeneral, Central Rev~nues. , 
Mr. RauDllq JAY, Deputy ~~untant Genejal, Central ,Revenues. , 

Ftna~6 .DSP4:tm6nt • 
24. -The .Qommittee 'commented on the fac:t that inspite of theil' oft-repeatetf 

views abouit the undesirability'of supplementary denlande.. the lafet\t exprei;Kion 
of which wa's contained in their Report last year, there ·had been in the year-
Under review no l~ss than 58. supplementary de~llands for gronts ag~egnting-. 
BfJ. 21,51,48,000 and representing 62'29 per cent. of th~ ·total origiI?al f'rant. 
Th~y were "infQrmed that .subsequent to their recommfmdntion lust year. -the * 

Finance Department h!td on two occasions c"ireularised. Dep&rtmentfl pointir.g" 
out to them the importan~e,. of- keeping their e:lL"pelldit\.11~ withiu tho budtzef 
allotment. Theseexhortati6ns could not ot course have affected the results' 
of the year under reVie'W and 'Bupplementnry deman~s were, in war conditions, 

-inevitable. The Committee recpgnised this. but nevertheless desired to ern'phasise 
that ,the _ ~uirement to spend only upto the budget allotment was the funda-
'mental basis Qf a.ll control over expenditure. They hoped that, fl8 the war-
:was - now Qver, the F"maIlU Department would take 8te-ps to ensure more 
strictly !h&G it ~!,d been doing ~ng t~e. war that thedepnriments did not 
kunch, m. t:ae Iiliddle ?f ,the year, upon: sohem~ for whiell prevision had not 



... 21J-~~--:- =-""' .. "' ...... ~ ... ,::::--== . . , 
bee:q made -in the budget and that they .were corppeUed, save ill the most., 
eicep~ional ..circ~stanceB, W postpone' all their new -' expendi:ture till it could1 
be included in, the budget for the n~xt year. " - _ 

25. The COBlmit~e commented. upon the fa!-'t reported ill p~u.grd.ph 5 of_ 
the Audit Report taat there had been large' savings 'in no less than 15 grJllts~. 
they ob~e:ryed also· 'that .,the' percentage which th~ final tlllSUrrelldcred SQvin.g&. 
bore to ~he total grants had been steadily increasing over the last three years;. 
and 'now stood at 10' 53. The result of the dismclinatiQll of 4epartruents to. 
sur.reoder savings was that reviBed estimates of expenditure -were to this eA:tent" 
.inflated a.nd, as the budget estiniates for th~ succeeding year were .larg~ly 
framed on ,the Basis 6£ the revised estimates for the year whiC"Jl was ab~mt ~ 
close,-the former also ton.ded to be over e~timates. 'Thissow:ce of enor iri. 
estimatuig might have hud no pra.cticitl iroporta:Dce during the wat." years "Nhen 
budgetary deficits were -in any case heavy out a -variation poom revi~4 E?stimo.tes-
of so large a percentage as 10· cc;>uld in~ peace tim~ su~s1allt;al1y , f\fiect,- tlre' 
taxation policy 'of Government: 'Th~ Co~mitteeaesired that, th~' Fin:moo 
Department should impress on- all spending departments t.he, great unportance-
of ~stim1lting more accurately the savings- that. ,,-ere likely to· liccrue .and Of-

. surrendering .the, ~ntire amolwt so estimated. 
, 26. ~he Committee then· revie~ed'~ the "excesses over the fIDal' grants which--
had occurred in' Grant. No. 21-,:Finance'Department and Gra.ntNo. 8t-·Int~rest. 
free Adv-ances. and agreed to recommend their re{;YllIarisation by a. vote, of the'-' 
ASsembly. ' -

27. The Committee observed that while in the "Grand f:?ummary of A.ppro-
, priation Accounts oy Grants, and Appropriations t, the. actual expeuditurewEls-
compared with the combined total oj the ,original and supplementary_ grant 'or'-
appropriaiion, there was no statement in ~the- ~pp.ropriatioll Aocotmts or the 

-Audit Report ;which brought together in one place. the' excesses. or ,savings, in 
each grant compared to the original grant or ·appl'opriation. They suggested'.' 
tBat the inclusion of such a statement by the addition of appropriate columns 
.in the Grand Summary or ot:qerwise ,,'o!1ld be useful~s it would enable' them' 

~ to form ,an idea at. a ,glance of the extent to" w'hich the various departroentil: 
had deviated' from their original budget. . :, , . 

28. The Committee noted that. the, -percentage of savings, <Wer the final' 
grants stood this year at the abnormally high -figure of 20· 59 ... The actual: 
amount of the savings was Rs. 7! crores and it_ was explained that Rs. 61>, 
crore~ out of ,this total was due to nine grantS, th~ savings having bee-If cau$ed~ 
by cireUIilstances arising out ~f the impact' or unce~futyof war ~nditions.-

" 29. -In ~eviewuig A-:udit ~mments on the accuracy of budgeting the' CofD.--
mittee enquired about the details of the very large supplem,entary grant or 
Rs. ,21,51,48;000 which it' had beeri found necessary to vote during the year. 
It 'was explained that--Rs. l3crore$ of thitl grant was' unaer the head "Loans-
~d,Advances.tt out of which Rs.·11 crores was for advances to Bengal in C?rdel"~ 
to enable it to ~finance its food purChase programme while Rs. 1'65 cr<)re8 wall" 
for 8dvan~es for the purchase of Egyptian cotton. Of the Us. 8 cror.es of" 

_ supplementary grants for expenditure proper, Rs. 3 Cf<?eS .for the subvention 
'm,ade. t.o Bengal meet famine expenditure, Rs. 1 crare for the intensification or 
Civil· Def~nce Expenditure in Assam, Rs. l' crore' for ,Currency and. Mint-owing 
to the large increase in 'the circulntion' of notes !ind, coin, TIs. oi crore owing' t?'" 
the increase in the CentJ:nI subvention for Pro'rinc!al Police,. Rs. ; coore for 
the incl'e8se in Central Exci~e St·aft and Tobacco Research' neeessitf1~d b.Yths" 
prop06allJ made in the next yearts budget and· Rs!' 1 crorc for th~r. tecnuicaI' 
purpose of transfering :the Temporary Sugar Excise D\Ity to Suspen~. 

80. The Committ.ae eommen~d un{uvourabl", on thE: fnct that Hus ytar" 
~\hare bad beenafll large a number as seven of 'ca~es in which "supplemen'tary-
demands presented to t.he Legislative Assembl~ had .proved to lJe unnecessary. 
~s was the highest n umber in the In~t .five years a.nd, the 'Conunit.tee desireU" 
to repeat Jts oft-relterated recOlDmend~ti()z:t thai the most.. careful inV~8tig.ti(.-n'" 

-- . ~ , . 
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~()uld be made by.Departments before they decided to ask for 'A supplement8.q 
I>:grant. , . • ' , 

31. ['he Committee 'next de.alt with the question of Uriimticipa~ed Credits.' 
!rhey had~discU8sedat great length when they were examiuiug th(; accounts 

",of 1941-42 the question of .~hat was the best method, of obtfl.iuing legisla~ve 
-approval f~the expeJiditrir~' of funds of_which ,Dep'a.rtln~nts became possessed. 

Qy th~ amounts under the head "Deduct Recoveries' , in granls~exceedin'g those -
for which budget provision had beeninade. They' hadtheu come to the 
·~nclusion that the best.solution of the problem, though it did not 'involveR. 
; .definite act of approval from 'the Legislature, was that th~~e unantioipated 
.. credits should be brought pronlinently to the notice of the. Legitdature by 
,.mention' in the Budget Memorandum if the credits were noticed before the 
·preparation ,of the. revised estimates ,or by specific inclusion in the Appropria. 
·'tiop Accounts if they were noticed after the close of the year. They were then 
averse to- the adoption of the English system of accounting for recoveries from 

"other departments as they did not consider it in consonance, with scientific 
"principles of accounting. T-hat system' was that the. original veto cont8ined 
'what was known as ail cc Appropriation-in-Aid" correspondiug to Ollr' head 
'HDeductRecoveries" and depart.mentEl were prp,vented from spending more 
. money than had been granted to them by the Legislature by the adoption· of 
"the deviee of' taking :to a receipt head' all recoveries in excess of thc amount 
. mentioned' in the -Appropriation-in-Aid. The Indian ~ystem fli; now- modifit-d 
-$ucceeded in brjnging to the notice of the Legislatur{\ the fact that mon~y in . 
.-.excess of that granted by it haa been spent'but it did not ev~n now require a 
j>Ositive act of ~s~ent'fromthe Legislature granting th£' ~lmcls. The Com~:rnttp,e 

-··considered that if such a poSitive act was not constitutionally necessary It was 
-at least desirable and,. therefore, desired the Finance Department to r~-exllmine 
-the whole question in consultation with the Auditor Gpnp,ral with P. view to 
"8xkmining whether there was auy seri~us' objection to fh(\' ndoption of the 
'English system in ~ndia, "" 

alA. The Committee then, went O!l to an examina.tion of. tJle iudh'idual 
"grants. In examining-·the Comlllercial Accounts under 'Ol:ant NG. 7-StaDlps,' 
· the Committee observed that the stocks of Security Printing, InJia, stood at 
-lts. 47 lakhs,at H;m end of 1943-44 compared to Rs. 41 lakhc; at the .end of 
· 1942-43" this being against, the view of~the Committee that. stocks shollldJ;>e 
-Teduced. It was explained' that most of the increase. was due to a, larger 
--reserve of finished products being -kept in brmd, this larger reserve be1!lg neces-

.'sitated by the rapid increase during the war of the demands for the products of 
· ~be ,press. The remainder of the increase was du~ to incrcase in prices. ,Th.e 
· COlJlmitt.ee accepted, the explanation .of the increa~e as adequate. . 

·In Grant. No. 66-Miut Sub-head 'C'-"Purchase of Lo~al Stores" th€re wns 
's saving of ~s. 3,69,000 l o.ver the final appropriation which was explaUl£d as 

, . being ,~ue in part to certain debits froiu the R~ilway and other Commercial 
· D~part:r;nents not having been received nefQre- the close of the y~ar. The Com. 
'IDlttee's comment on this was that' such a va.riation should not in future occur 
:if the general recommendation made hy them in paragruph-12 'were accepted . 

. In <Jr!lnt ,No. 68-Central ,Road Flm<1. the block graut for the transfer to 
.. the fund had been reduced from Re, ] ,70 lakhs to Rs. 9'2 lakhs. Thiflwas due 
~ to a reduction in ~~~ reveRU~ from the import duty On motor spirit. ~1iicli 
· followed on the- decISIon to refund to the Defence Services the dutv on motor 
, apid! used by them. It was cxplninp.d that, this decision was taken b~caU6e 
~. the. mot?r spj:rit use~ by th~ Defence Services' WAS supplied free' by His 
:Ma]esty s Government, that Jf duty had been ch!ttged on it that duty would 

"have been payabl~ by His Majesty's Government, s<? that unless the' duty was 
!Waived H.M.G.would have been paying us to accept a gift. .-

'In Grant No. 71-Mh;cellaneous a snpplementa.ry grant of Rs. 45,49,000 
rw~s taken but t~ere was a final s,aving of Re. 26,03,000: It WRS explained that 
. thJS was b~cause t~e sc~eme f~r the supply. C!f food stllffs tv, governPlenf, 
· 8t'l'V~nts at cOllcesslonal rates (lId not com~~ int.ooperatioll in tIme in certain 
-provmces.and because,. the schem~'being new, no ac~urate estimate was possible. 
:T'hl\re. wpre alsQ certaIn other mmor reasons for ,th~ saving.,:;~ 
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'the C~,mmit~ee had no comments to offer on the other grants: 
82. The - Committee ,then, went on to consider- the report (AppendtxlX)-

, .. egarding the adjustment of expenditure' in connection with the recepjdon UMl' 
maintenance of 2l!'aCUe~s which was presented to it by j:,he Auditor General hi 
pursuance of outstanding recommendation No. 14. The Com~tj;ee observed 
:that out of the :Rs. 24 lakhs in dispute it had been decided that Rs. ,Bi lakhai 
were nOt debitable to, the ~ecrp.to.ry of State whilc (ull rarticuiq,re of jibe 
.charges with vouchcrs in r.espect of a sum of oVP,r Rs. 2<) la.khs had DOW ~ 
submitted to him. Theyal80 noted that apart from this a.mountthere W~ a 
sum 0"1 Rs. Ij}·6 lakhs in, suspen-1e awaiting, allocation wit,h the. provinces. They 
.hoped that a final decision with regard to these sums would bOon be -reached. 
"Theyagrf'cd with the Auditor General that, in view vf the progress made 
-towards the settlemen.t of outstanding items 'with t1;le SeLretary of St.ate. D 

, -was not necessary t~ make any Bpecial reference about this wutter. 
33. Wits reference to outst.;miling item No. 15, the" Committkc nG~ '~\ 

-the National War Front was no lon,ger in existence, that t,ht.' organisation' which 
had taken its place was subject to the normal operation of the'.accountiDg ru1ea 
and that the Auditor GCl.leral had found no diffic.ulty with ~e;ard to the acc.ounts 
f()f tb~8 new' body.." -. -

34. The Committee. then examined with interest ~the runWng aceoun'- of 
":'the several schemes of 'expenditure accounted for under the head '·C.piW 
.outlay en &chernes Connected }Vith the -vVar" which was introduced in. the 
Appropriation Accounts in accordance with outstanding rHcommen~atiol1 No. 13. 
They expressed themselves ~3S ,satisfied with the "ferm i'.1 whi.!h the accounts 
had been exhibited. They collRidered, however, that, it would)'e useful if it 
was' possible to give, in the Appropriation Accounts H- stateI?ent of how mocll 
money there wal> in suspense at the end of the, year under review and how 
long it had' been there and de'sired th& Auditor Gener;},l t-o consider, the possi-
bility 'of aoini. so in the future· They a~o attached imEortance, now that; 
the war was over, to the rapid liquidation of all sums outstanding ill suspense 
and desi:re,d that the. Finance Department should circl)larise other departments 
impressing upon taem .the urgency ,of clearing these debits. '\ 

'3'5. A membe; made a further suggestion for- the, ill\provemeTlt of the 
'accounts." He suggested that as' there were some items of expend~ture relating 
to Defence which were no~ debited to the Deft)uC'..,ebudget, all the 
items in all the accounts relating to 'this subject _ Hh~uld be brougl-t. 
tog~ther to show exactly how much was spent on :the defence _ of 

. tbe country. The Commit,tee were 01 the View that. in", war time it 
was not possib,le to separate Defence from 'P-on-Defemce p'x,toditUl'C. fu peace 
time the only two i;ems relatable directly toO- Defence. which were not incklded 
in the Defence Services' estimates were, firstly,. the expenditure debitabJe to 
Account No. I.-Frontier Wateh and Ward in the ApI'ropriation uTnbat-· 
Areas" and, secondly, the loss o~ Strategic Railways; and as t4e expenditure 
under both, these heads was em~i1y dIscoverable, they did..not favUU;r the accept-
ance of the su~ge~tion.., " 

Proceedings of the fourth ll1eeting of the. Public Accounts Committee held on 
Monday ,the 20th August, ~945, at lO·~O 3.n;l. . 

PRE8ENT: 

,The Honourable Sir Archihald W>wlands, R.C.B., 
NtB.E., J;~il1~mce l\Iembet:. 

"Professor N. G. Rangn.· . 
Maulvi 'Mohammad A.hdur Ghani. 
,Nr., !t.fohamed Azhar Ali. 
'Sir Sved Raza Alil'C.B.E. 
l{un,,:ar Hajee Isrriniel. Ali Khan, C.I.E., O.B.E. 
Sil' Rntanji Dalal, C.I.E. 
Khan Bahadur Sheikh Fnzl-i.Haq Piracha. 
Khan Bahadur Sheikh· Hnbibur Rahmnij.,~ O.B.E. 

I 
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Sir P. M. J{haregat, C.I.E-:, -I.C.S.'; Secretary, De-

partmt:mt of Ed\lcatioll, Health and Lands.· - - • 
. M:r. S.~H. Y. Oulsnam; C.l.E., ~LC., 1.0.8.. Joint, 

- Secretary,: Departm.ent of Education, HeaJth and 
-Lands. -" . - -

- Dr .. John Sargent, M~A., D.Litt., C'.I.E:, Educational: 
. Adviser' to' the Government of Il!dia. 

Dr. D. M:. Sen .. ~LA.-, Ph.D., Deputy Educational 
. Adviser to the Government or India. . 

Mr. M~S. RandhlIva, I.e.s., Sp.eretsry, Imperial 
: Oouncil~f Agi-1cultural R~8earch. , ., . J 

The B;onournble ~Ir. R._ N. Banerjee, C.I.E., I.e. H .. ' . 
_ 'SecJ;'etary, Deuartment of Commonwealth 
Relations .. 

- ~Mr. A. V. Paf, O.B.E.,I.C.S., Joint Secret,ary, 
'. Depart.ment of Commonwealth ~elations._ " ' . 
Sir Bertie Staig, C.S.I.; I.C.S.; ~uditor Geneml of Indla. 
Mr. --S. A~V anes\var; Accounts.nt General; Oen tral Revenu13s .. 
M.t'. RaunaqLa}., Deputy ACC?Ulltailt Geller.al, Celitral Rev(·uues. 
Sir Cyril Jones, ~.C.I.:E., ,C.S.-I., I.C.S., Finance Se,cretRry. 

Department of Edupation, Health a.nd Landa 

,. 

, . . 
. 36. Gr.ant No. 36--=-Surpey of lnaia.-Wjth reference j;o outstanding -, itel'Dl 
~o.. 18 in which'- the' Conimittee had asked the A,uditor General to investigate 
further the matter, relating to the accountmg of the receipts "·!rum .the bale of 
msps of the Survey of India, it was st~ted thH.t it had been agreed that lecov~r,,:, 
ies OIl account of these sales would in future be treated as' reveUUA ~ceipi:,a. 

. instead o~ as a reduction of expenditure and that orders. had b~n iss~ed 
aecQrdingly. . The Committee ,observed ,that for .the ·second ye~ in succeSSIon 
w.hieh,. apart from indicating that there was something 'wrong with the account-
ing procedure followed (which had been set right by thf>. fttllue of the ue~ 
onieis) tbere was a possibility' that the department was making a profit out of. 
the sale of its' maps which it was not the in~ntion that it should do. It was 
,explained that the price at which the maps were sold was so .fixed as to take. 
into ~untall the indirect charges inyolved m theirprepnratiOll. which were 

. not included in t4e Survey of- India's budget. The mere fact, that this gt81it 
sliowe4 a miinis expenditure did not therefore prove that the activities- of tha 
Departinent were being carried on at a pr{)fit. The prjce of six. 3.11na.sper map 
which had been fixeq for 14e Jear under reviow had to take ~ to aCCQunt, for 
eu.mple, the cost of p~per (which citme t-o one anna; per map dnd ~bich WHO 
no'mown in this -budget) aud the cost of certain temporllry buildings'expr('bsly 
built wi~ 'the object' of increasing the supply of these maps at coIlRinerable 
expense, the cost of .which had beeu debi1£d to'the Chil Works' budget. 111, 
W88 :not known over how many years .it had been dpcidodw 'splf'ad the ~covery . 
~the ~st o~ these buildings ~y the ~frie of the DU\I'::;. T.he COJlUllittce w~r& 

.• <4 the opinion t,hat' thf:DOlicy PUl'SUe(l by the Dt'}jarLDlcot, namelyj that the 
east of mapssuppJ.led ~ ,~ther .&~partrileiits should be .fixed 011 the basis of· 
'the all.,.inclusive cost of marudacture was correct but, in view 'Of the results of 
the, last two years, they· l:iUt'pect.ed that t.hp GOst.ing 'had not b~Nl earri(.d out: 
on a eorrect basi's. They desired that the department sbould submit a ·report 
'Jio them indicating fully how,' and op; what basis, the charge of tin. annas per 
~,had bp.en fixed and, i.£the result of < the in,vestigatioll disclos(:d tha~ th6' . 
charge had been'·filted at too high a level-and re&ultedm a profit ut the. 'cxpenS& 
of other departI1lents of Govf!rnmellt-and therefore indirectly at the expense-
of His Majesty's Governm.ent-steps, should pe "taken f(}rthwlth tc, reduce it .. ' 

The' COInmittee then reVIewed,the stote accounts of .the Photo-Litho Office-
and observed that the ~IOtih~gbalance of stl>reR was Its. 9,67,000 agsiud the 
opening b81ance of Rs~ 6,30,000 .. It was .stated that the Department wag.. 
fully aware of the,Oommittee's views with regard to thellecessity of k~p~g 
stocks down to ",. minimum but that the stocks of the Ph~tho Oftice aid 

""; 



.lot repY6lsent the entire stocks of th~ SUlves of Iu4iu,the totalfiglJreS .tor 
which would 'pr~bably pr~sent a somewhat.different picture. 

H7.-Gra';z,t No.. 37-Botanical SurvBy.-There "'was an' Un~overed excess of, 
Rs. 4,768 in this grant due ·to the carry forward ofliabHitie~ lr0111 the' previous .. 
.:y~ar l1S . certain a.q.ticipated. savinga-, had not 1baterialised. The Committlee 
.:;accepted the't:xplanation as adeql!ate and agreed to recomill.end that, the excess 
.should be regularised by a vote of the Assembly. • " , 
, ':38., Grant No. 43-0ther Scientific Departments . ...:.:....The final savings in this 

.grant ~as 32'67 per cellt. -cOHlpare~ .to the budget estiIuatt!:;.' It, wu€! expiaincd 
that thls wal; due to tl~e inability to import cerlain eriuipllUmt which had 
,been ordered fer the Ae:'onauLical Engineering, course at the IndIan fuatitute 
.of· Science at Bangalore., ~.fos~ of the saving' had 'howsver 'b€eIJ sur~ndered iIi 
.time. .. .'. -
. 39. G~ant" No .. 44-Education.-There wa_s a saVing here -of Rs. .1,00,000 
which amounted to 15'7 p~r cent. of the original grant. This variation ·was 
·due to a number. of causes, the. chief be!ng that certainstor-ee imd machinery 
·orde~ed for the "Delhi 'Polytechnic had -llOt arrived, cer-tain posts remained un-
. filled and there was a miscla.ssification regarding t.he payment of the annual 
:grant to the Aligarh University. -

,1-0 Grant N~.-'4-6-Public Health.-The Committee observed·that the finan-
~al result of the Central .Rl'SMtch 'Institute, Kasauli disclooed a profit of 
.Re. 8,02,000 against Re. '5;26,000 in the previous, year and enquired why so 
.muoh profita' was being ma<1e. It· was explain~d that tlle lnst1tute was nut 
,meant to make a profit, that the price of the vaccines aud sera werE; fixed in 
.such a way a.s, only just to cover the co&L with B vf>ry small~l,ugin of profit 
,(in order t9. ensure against . loss) thol,lgh <some regard had to bt. paid t.o·' the 
.commercial priQes of these articles in order not to ,compete unfairly with,private 
;:trade. Thel8.rgeprofit. 'was due to the suddeni.ncreuse in, the qualltitie,s sOld 
ID 1943~44 compared to 1942-43.' ,Owiug t{) the.tune lag betwt\cn variatioris 
in s~les and the fixation of 3011mb prices there was always .a' tendency for 
profits to increase when S'3lca rose 'an~ to ,decrease ",hen sales 'fell. The sale-
,priCes- of vaccines and sera had however .ueen revised since .the close of ·the 
sear under review' ~nd had .. been reduced.. " 

- 41. Grant No. 47-AgrjcuUure.-\Vith reference to sub-heaq 'J;I'.-.Transfer 
~~f· the net proceeds of the Sugar (Temporary_ Excise) Duty to. the Sugar 

(Temporary Excise)' Fund, ,it was explained that this Fund, had now been 
'"handed over to the. Sugar Cane- Committee which would' utilisE. it for the better-
-men,t of. ~e sugar industry in the postwar p~Jjod. The point \vas rajeed why 
-the. orig1.n~ purpose, for which the .Assembly had' agreed tJC} ~he creation of tl!e, 
Sugar Exc'lse Fund" as embodied in SiT George Schuster's Budget Speeeh, of 
1934-35 namely, "ior, the purpose of assisting the organisation. and operation 

-<)f co-operative societies among the cane growers, so as t{) help in securing' fair 
,prices or for oth~r pU1110ses directed to ..tihe same end" was changed WithO\lt 

reference t9 the Asse-ml?ly. It was explained that this point was taken up by 
the. Public Accunts -Committee -on the '; accounts of 1940-41, that' it was then 
discovered that it was through an ove'rsight thattll6. {>ermission of the Assembl~ 

'for the change in. the purposes of t be fund had not been t8k~n, thah the Public 
.ACcounts Committee liad 'J\6cepted the assuran,ce that. the ()mh~sion was due -to Qn oversight, that tl;tey, had repprted, the matter, to{) . the LegisU1tive. Assem-
DIy ·and that th~ Legislature had taken cognisance of that report and must now, 
'. therefore , be, assumed to have .approv~d of -the change in t'his poHcy.· -The 
'Sugar Cane Committee would. however, .no doubt OOD'Sider to, what extent ih8 
Tun.4 should be utilized for the benefit of tne' cane. grow~r. , . 

The Committee next looked· into the affnirs of the Government Research 
-Creamery at Anand. They were, informed, that ~is 'Creamery 'had:- now' been' 
;returned by the Supply Department to the', Depannient 9f Education, 
~eRltn ,and Lands who int.e,ndedto make over pan of ·tl~ Creamery' to the 
~ombay Government :wbo would US~ it for improving the milk supply \0 



Bombay city and to re1ieJn part of it 6S a. ReseQrChStation. .. The land mel 
buildings would be lent to the- Bombay Government ~w~thout rent, bu1; they' 
would be required 110 pay a .. cwtain price for ~e 'machinery. " 

42. Grant !;'lo. 50-Imperial Institute of Sugar Xeohnology.~Wi~h refe~ 
~ t.o sub-head ',(r-Running of Sugar Fac~{)ries, it was explained tha.t ~i&
factory was a pilot plant which was run with the main objE!c~ of carrying out 
mBeareh -in methods for improving the recovery of.sugar from sugarcane. This,. 
sUb-head represeni!ed its running costs. There were also receipts from th~ 
sale of the sugar produced which were taken to a receipt head. . - • 

43. Grant No. 41~Archa60logy.-Wit.h reference ~ sub-head ':E'-Conser .. · 
~tion of Ancient :Monuments, the Committee observed that the~ final saving 
~ ~re _~a.n the- supplementary' grant. T~e chief reason for thls wasth&: 
noll-J.'eCeipt of certain debits from proviIicial Accounts Officers and the (Jom-' 
mittee commented that ~this kind of saving would not arise if the general recom-
meDdation which they had made earlier with regard to advance payments, 
against anticipated debits was accepted., . . 

. Department of Commonwealth and Relations. 
44. The Committee reviewed the expenditure on 'Indian evaouees from war-

?..ones. They learnt that all allowances to _ evacuees wer~ regarded as recover-
Able advances, the scale of the mai,ntenance allowances being based on :the 
estimated pre-evacuation income of the evacuee. The expenditure on evacuees· 
was allocated between several governments, India's being responsible only for 
Indiaps and _Anglo-Indians. Efforts had been made -to find emplojment for as.. 

. man]' evacuees as possiDle and the policy now was to continue to give allow-· 
ances only ~. those who were unemployable or those. \vho remained unemploy-· 
ed for reasons beyond their control, no allowance being given to those-who had 

-found employment or who had 'refqsed _suitable employmept. ' 
. ...,.-

Tho Committee had no comments to make on the Appropdatjon Accounts. 
proper. 

\ , 

PIOceediDgs oj _ the meeting Of the Public Accounts Committee held 0It.. 

• 
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Sir Rata-nji Dalal, C.I.E., (aftet 12 nQOnt ~ 

Professor N. G. Ranga.·· 
Maulvi Mohammad Abdul Ghani. 
Mr. Mohama-d Azhar Ali. ' 
Sh-Syed Raza Ali, C.B.E~ '. 
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)ir. E.S. KrishnSmOorthy, Deputy Secretary, 
Department10f Commerce. _ 

1· 
t 

J 

Chairman .. 

Members .. 
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, ,Centrczl B()(lTd' ef Revenue._ 
--46. G'rant 'NQ. I-Gu8(oms.-It was stated that most of the ,remissions:. 

mentioned iJ;l paragraph 5 were made under the special orders of the Govern-' 
ment of ,India. The frauds referred:to Jnnote. 6 were, it was stated, prac1!ised .. , 
by certain Chinese dealers wh() were Llhder~decl~ing the value of. the cotton.A 
piece goods, silk aad dental applianG8s' imported by them: fl'hey !V ere , dis--
covared from in£o~a'tiion ,given. by a secret source but the 'dealers were rioj., 
proseouted ,ag it ~as not found. possible to produce the soyrce of infon,nation:> 

- in court. With reference to note 7, which gave a pro forma account of receipts 
• and expenditure relating to cwertime and' holiday fees, it was explained. thllt .. 
. th~ levy ofpe~alt;y fees ~as abalished in ~uly, 1942 in order to 'encourage ~he~· . 
qUlcker turn roupd of ships. The Commlttee expressed the hqpe that ~her&--: 
was no racial di~crimination in the matter "Of membership of. clubs etc., that.~ 
received grants in aid. ',' , ." 

. " 46. Grant No. 2-CentTal Ezcise Duties.-There was an uncovered excess.; 
in this· grant ,of Rs. 23,961 !he main ·reason fOr which was the emp!pyment oL 
'additional staff for the collection of excise duty on -tob~cco_nd . vegetable FO"-
ducts. The exact cost of the staff required could not be estimated with accu-
racy. The Committee accepted ~he explanation as -adequate and agreed to. 
recommend its regularisation by a vote of the Assembly. In axplanation ofs,uh-
head • C '-' Payment to the Salt Department on account of the c01:pbined_ 
Central Excise and, Satt Department", it was explained· :that the personnel a£,:.: 
the Central Excise and Salt Departments 'were common, the same officers per-· 
forming both functions, the former department having historically grown ouii;. 
of th·~ latter. The cost o~the combined staff was therefore initially debited to' 
the .Salt budget but, as it was necess~ry to show 'in the" accounts the expense-
iucurr~d on each, department separately, the estimated cost of the CentraL 
Excise Departme~t was debi~d to this grant, a corresponding credit being taken .. 
ill grant No, -4-"Salt" under the'head " 'G'-Deduct share debited to 20-., 

'Central Excise Duties". . . :' I ' 

47. Grant No':". &:-Taze8 on Income.-\\~ith reference to note No. 3-"Re-1 
'missions 'of Revenue'''' the Committee desired that a note should he given to,· 
them analysin~ the types of cases in whi-ch revenue had been remitted ()n1.ht~ 
ground that it· was, irrecoverable. beeaiIse the assessees had left be bind no 
a88et-s. They desired in particular to, knowi~hether the~ w.ere included under-
this head any cases of assesse-es' hav,ing left India leaving no assets behind or' 
,whether th~s class of case was completely covered by the· head (a)(iii)-· 

, '.' Assessees .having left India". '. . 
'rhe Committee observed that, while the I'evenue colleoted by" the Depart-

ment Jlad increased vert substantially in receJJ.t .. years, the ... expenditure on the-, 
Dcpartinent had increased very little. It was stated that. while before the 
war the Department had 313 Income-tax Officers. 'it had now 512 such offie~, 
and that st·eps had been. taken furt·her to increase staff ... · The CoIIimittee-
w!!re: ~xiousthat no. revenue sho.uld be: lost-on accoun~ of shortage of staff and~ 
thut Government should take aU steps ne~essary to strengthen ~he Depart--
ment. _ 

48. Grant No. ~Salt,-The Committee 'observed' that the salt in &tore 
, in B?mba)T on the' 3.l.st~.farch 1944 ·was. 16,05,493- maunds ,compar~d t~ , 
4~05,303 milunds at the beginning of the ·year and enquired why such large stoclnt. 
were held. It was explained that the stock '-at t:Re end ~t the' year was .not 
nb~ormal1I. high .and that in fact it ,was the stock at the beginning. Qf the year' 

• that was abnormaUy low due to increased consumption in -the previous year.,. 
With reference' to the comment in paragraph 59 of the Comm~rcial Appen., 

dix that the Engineering Section of j;he Salt Works au ,Sambhar had run at a., 
lo~s on· account of an' agreement with the 13 .. B. & C. I. Railway which com-,' 
pelled the Sambhar Electric Supply Co. to' supply the Railway with electric, 
current at ./2/6 per uniti while' the actual c,ost of production was -/2/8 per-
llnit. it was explained that the Department was bound by the terms of~. 
contract which had been in -existence for 8. considerable time. The loss in~ 
volvad was very small but the question of revieWing this conbc~ was atprcasenti.' 

, . 
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-~under consideration bi,jhe Collector. 'The :Committ~~ ,commented tJ;mt as the 
..:.,B. ;S. & C~ I. ~ilwa.y had now been taken ov~l' by the State, it should not 
prove difficult for a. new' and £.airel' contract ,to be executed. e. -
• The' Committee cOl.J:Ulieuted .. on .the 'ia.ct that the total profit made by the 

"Salt Vv'orks in North-Weste!,n India. during th~' year und~r .review amounted to 
:Jis. 151 lakhs compared to £s. 8 -lakhs in 1942.:43. It waS explained tbat i~ 

-: was- the pOlicy o£ the Department not to make any prQ:tit from the manufacture 
> of. saito (other than a very s~all profit in order to ensure against 19ss).~ to 8~1l' 
the· salt aii cost. The incr~ase iP. profit :during the -year was due to· ~he largely" 

:i'increased turnover which natur~Uy resulted in 'a. decrease .in. the average cost o~ 
l1lanufac,ture owing -to-the overheads being spread o\,er a large- number of units._ 
~Lh6 issue price of sa~t was reviewed periodically and refixed 011 the Dasis of the 

'·' . .avel'agemanufacturing cost 'over a. period of years prior to the fbation. . .' 
49: (Jrant No. ~Opium.-· The Com~ittee 'observed .that ,there was in this, 

.grant s. large sa.ving of Rs. 18,71,000 which worked out to -18.7 per cent.' of 
-~he original AppropriatJon. It was explained that this saving was due, firstly 
to the non-payment for certain ~ersian -opium -which was the slibject ~f. adju-

·.-djcation by Prize -Courts and to considerably less payments than antlcipated 
Jor opium -cultivation in Malwa and the Unit~d P~ovi~ces .. 

50. Gra.n~ Np. 27---Central Bo'a'rd· oj Revcnue.'-:There was a small" uncover-
--ed excess'.of &.2,459· j.n this.. grmt which was eXplaill~d as being due to 

· ... changes: in personnel. The Committee agreed to recommend the regularisation 
~'1>f this excess: • ' 

Commerce. Department ' . 
;>1 Grant ,N.D. 22-Co'nmcrce Depattmeut.-=Tbere wns -a small exae!;s· of 

Bs. 3,362 in this: gr8Jlf, the 'eXplanatjoil being i:hru; ;the proportionate pay of the . 
. ·oflicers_ of the' Commerce' Depa..rtmellt .doing .. \Var Risks Insurance wor'k had 
-,been wrongly' ~cluded in the. v..-'-ar Risks Insurance Appropriation with a per . 
<conb{l- cremp to the Depa!1;Q:lent's budget. The Committee agreed to l'E!commend 
-that the excess ~hould be' regul~rised by a vote .of the Assembly .. 
, With reference to sub-head, 'C' " it ~as explained -that th~Coi;~n Co-ordi-

'nating -Committee ~ been set-up in Alexandtia because, two years ago when 
- the demand forEgyp-.n cotton was great .and the SUpply small; it was·.neces-
: sary, in order to prevent prices being pm;hed up against the' \>uyer; to set up 
'::-a--eo:.ordinating purchase agency .of the principal purchasing countries, namely, 
--"the United Kingdom, the U.S.A. and India. . 

.52. Grant No,. 34--PgrtB 'and Pilotage.-Tliere was an uucovered excess of 
''Rs. 57,477 in--tliis ... grant. ·The 'explana.tion for this excess was, iratI" that 
--:certain anticipat.ed sa.vings in the _ grant failed to ma.terialise and, secondly, 
- that an aajustment ·of arrear compensations for land requisitio:rted' for tb9 
'St€vedore Camp had· to 'be made,t}re advice for which was received too late 
- for the provision of additional f'lJE-ds. The Department responsible for sending 
. the advice was the WaT-Transport Department. TIle Committee agreed, in the. 

_...eircumstances of the case, to recommend that the excess should be regularised. 
~, .. , 

T4e Committee then reviewed the Commercial accounts 'of the Bengal Pilot 
., Service. They observed that thE'. working oitheSel"Yice bad 'aggin r:esulted 
. in a substJlDtial deficit, the aceumulatp.d d£·ficjt ,nowmnounting to Rs. 7,22,000. 
, This was explaine<1;, as before, .by the bABvy fan in receipts owing t.() the decrease 
: in the number of ships visiting Calcutta hecause of thF., \Var .. It· WfiS £t~ted· 
.~ t~t '~pe, poSition D9W W8'S very much better. The Coinmi~teoeenquired why 
. the . rent· of the p<)rlion of the new Marine Hou~e buHding occupied, by the 
~. Bengal .Pilo,t Semes had ,not y~ been flF.l~ssed though the point ~ad eviden~l'y 
been ratSed as long ago as Hr41~ and deSlrett that a note on the subject should 

r.& submitted to the Committ-ee. " 
53. G1¥.m~ No. 8~Ligh.thom88 and Ligktship8.-In; this •. grant also' tliere 

."'W86.an uncovered exeeBS.of Re. 4,969 which Wfl8 due to 'an il1et'ease in t~ 
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. -contribution paid to the General Reserve Fund owing to the receipts from light 
... dues hav;.ng been larger than anticipated. The. Co1lllIlittee_ ~ed to recommend 

the regularisation of the excess. Turning to the Commercial -; Accounts, they 
observed that the physical verification of stores in False Point Light House at-· 
Calcutta had again noif been made duriug- the year under review. They trusted 
t.hat now that the war was over, it would be possible k) verify the stores awl 

j.esired the Department to see that this verification was no longer neglected. 
_ 04. Grsnt No. 6O-0ommeTcial InteUigence and Statistics.-The Committee 

commented upon the fact that. a supplementary demand had been made under· 
this grant for Rs. 12,OOO.while the actuals disclosed an expenditure less than the' 
original grant thereb.y renderingtbe supplementary_ grant unne~essary. It was 
explained that the cost-of-living Index Scbem~ for which the c;upplcmeutary gl'au4; 
had been taken was started la.ter· than was expected in most of the centres and-~ 
budgeting could not be accux:a.te as ~he scheme was new and definite infonnation. 
regaMing its progre~s was not available.-

55. Grant No. 62-Joint Stock CompanieB.-With reference to outstanding, 
racommendation -No 20 in which the Committee desired, firstly». -ihatthe office 
of the Registrar of Joint Stock Companies, Bengal, should' return to Calcutta 
from Burl and, seeondly,that Registrars of Joint Stock Companies should 
collate ~the information given in the balance sheets of various companies for the 
use of . the- Industries & Civil Supplies Department and the Income-tax autho-
ritieS with a view to detectin,g cases of bribery and to prevent evasion of inCOJI).8-
tax, it was stated that it had been decided in consultation with the Bengal 
~vernment to 'dhift back to Calcutta that portion of tlie office of the Registrar 
which had been moved to Suri as soon accommodation was available and 
that the Industries and Civil Supplies Department and the CentraJ Board of 
Revenue had stated that, as far as they were concerned, it was not-. n(~ce-6sary 
for the Registrars to furnish them with any s~cial infonnation. The Com-
mittee agreed that, in view of this situation, nofurther action was necessary . 

• 
.- 56. The Committee next examined the accounts of the War Risks (Goods} 

Insurance Fund and the War Risks (F8'Otories) Insurance -Fund. They. enquired 
what was' going to happen to the balances at the --eredit of these funds. I' 
was stated that, in accordance with· the Ordinances under which the Insurance 
schemes were established, ."the balances. at the credit of these Funds would merge 
into General R.evenues. A part of"fhese funds, namely Re. 10.27 crores in 
1944-45 and Rs. 5.76 erores in 1945-46, had already been appropriated for meet-
ing compensation claims under the l30mbay Explos~on Ordinance.· The Com,· 
mittee commented on the remarkably small 8ID.ount of expenditure which had 
.been incurred in ·the administration of these large schemes and wisJted to place 
on record :their pleasure at the unqualified success with which this experimenti 
in State insurance had been conducted. 

Proceedinp of the si%th meeting of the Public Accounts Committee held on 
Wednesday, the 22nd August IM5, at ·10-80 a.m . 
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H o~e Depar,tmen.t 

-
• 

WitnsS88 •. 

57. Aft the comencement of the meeting objection was taken to the, Hottle 
.Department not being represented befQre the Committee by its Secretary. The 
Chairman said ·that the importance of this Committee entitled .. it to demand the 
presence 'before it of Seereimesof Departments, who were in the final resort 
responsible for control over expenditure, and this practice was in accordance wit4 
usage and convention. He understood, however, tha.t there had been some 're-
luation . iIi' the normal practice during tne war and that the ,CommitJ;ee bad 
:allcnrea ,oflicel's .of'rank lower than Secretary to attend. He bad issued orders 
'on the previous day that Departments must be repres~nted by their Secretaries . 
. The: Home Deparlment bad 'stated that, 8S they w~re not aware- that the old 
'convention was .tobe rest(>red at this ses~ion, the Secretary of the Departroen' 
had no~, pre,p,ared hims~ Jor 'app. earing, before the Co~ttee by .. a ,study,,, of the. 
:accounts.and felt that his &p~arance ,at such short notice would not serve any 
l>tup?Se. No c:liSrespect to the Committee was meant and, the Chaimnanhad in' 
'the.se circumlitanc2s agreed, t-o dispense with, the attendance of the Secretary~ 
'The Co~ittee agreed: to examine the witne~ses. on, the undel',$tanding that ill, 
fu~ure Secret.anea of Depanmenta,would.invariably appear before :-it • 

. 58. With rere~e ,lo~1Jtstanding,recommendation No.,22,;inwbich the Com.;. 
IIIittee had,recommeruied ~that, the .capital ,assets 'as: alact, all the;' outstanding 

. balances now shown in the accounts relating to:the Andaman and .Nicobar ·Islands 
should be written off without exeeption. It was sflatedJ,hat orders had been issued 
for the write-off of _ all assets of the, commercial departments in the. And~ans 
except ,three laun~hes w~ich were, at p~esent ,0Illoap to th,~ Naval AuthoritieCJ; 

59. Gran.t, No. 12. E~ecutive Council.-Tlie Committee commented on the 
final saving itrthis grant o(Rs. '55,~ which \Vorked out to 23.16 of the original 
grant. The sub-head A(3) ToUr Expenses was mainly responsible for the .v1ng. 
'Xhe Committee, agreeing that it was,difficJ,lItto joreea~ the movement. of lion' 
b~ .• ~ers of Council,' did not look upon this variatio.n - as 'a _ ~ct4>n on' 
budgetary controL. '. 

60. Grant No. 32.:LThere was an uncovered exceaa~in this gr~t,of~. 11,568 
the explanation for which was that the full amount of the Central Govemm~ntJs 
shF,. of ,the expenditure on the Central India Agel1cy Jail wasnQ~ . provided for 
intl1e supplementary grant :which WQ.$ taken, owing to an. 9versight ofthi5 Local 
Administration. The attention of the Local Administration. had. :'b~(m drq.wnro 
this mistake and it ,was ho~d that it would not recur,>' The C.ommiitee. agreed 
to recommend that the exces. should be.remtlariae.d bya vote of the A.sse~ly. .. , 



.. 
61. (Jti4n.i'No. 61...:...(Jen.u;;~There'waa a 'petty i\lIlco.erecr'exce8&:of' R~,! 206 

wJii~hthe ~o..m~ttee 'ag~~,to recomm.end :~or' reg\1l&ri8a.~ott. Withrefere~ 
to outBtanding'reeommendatlOD No. 21 In whieh the Comm"lttee had. asked that 
• copy of the monograph on Primitive i'ribesin the United. Provinces publish-
ed, by the Lucknow .University should be obta~ed with' a : VIeW !<> see ,,!he~hel' 
Q-overnmen t had got val,ue for the mon~I Joonmbpted by It ,for Its, p;ublice:tion, 
it was stated that; the'Census Commissioner had already been supplied wlt,h ~ 

, cop~ of the publication, that the Home Department had seen it and were satia-; 
tied' that Government had received good value for the money spent. 

62.' Gran.t No. 74-Delhi.-The Committee were of the opipion that it would 
be,usefUI'if 8 note"coUld be 'added to the account of the D'elbi Area -grant as"weU 
ai'to',the grants of other centrally administered areas showing the to~l expendi-, 
ture incurred on the administration and' the total receipts credited to Govern .... 
ment in that year in the area concerned (excluding receipts from p~ly Central 
sources of revenue)., ThiJ; would 'enable the Committee to disoover at a glance 
to what extent the c,entrally administered areas were self-supporting and, t-o 
what extent they were heing subsidised by General :.-eve'nues: They desired the 
Auditor General'to consider the suggestiqn and, if possible, to include such a 
statement in the Appropriation' Accounts, of these grants. ',' 

The Committee observed that the store accounts of the District J aU; Delhi 
for the year'1943-44 had' n()t. been audited locally as it. had been d~~ded to,audit-
local accounts only in alternate years. Th~ Auditor General explained that, ~. 
had, beep pointed out, to the Committee previously, local 'audit, had he-d, tq be con- , 
siderably curtailed owing to the wartime depletion of his staff a. large prop~rtion 
of which had been lent to other departments of Government where they were per-
forming more urgent' wartime duties. The Committee' were anxious that the 
:scope and rreqnency of looal audit should be resumed as soon as pQSsible. They 
were informed that this question would be taken in' hand as' soon as the Audit' 
staff returned to .its normal strength. , 

There was' a saving in the voted section of t.his grant of Rs. 20,71,000. The 
. chief reason £Or this was th,p,t civil defence aCtivities, in. particular A.B.P., had' 

been drastically curtailed during the year unde~ ~view owing' to the change in 
the war situatioD. -

, , 
63. In reviewing the accounts of sub-head 'D'-Expenditure in connection with 

Werned enemy, subjecta in the non-voted 'Appropriation "MiScellaneous expendi-
ture connected with the War", t.beCommittee commented on the fact tftat no' 
l"ecpverie~ from other Govemments:were madedurinW'th~ courie of the year though 
the budget contained a'provision on this aOBOunt of Rs. 35,97,800. It was ex-
plained that this was not due to any difficulties created by those Gov:ernmentsin 

_ accepting debits but because the 'reception and maintenance' of internees 'from 
;Qbl'Oad, had had to be arranged at ,such short notice and the presentation of ae-
countsinvol-yed so ma.ny'practical difficulties that the total am()~ts',recoverab18 
from the various interests involved could not be deterinined belore the close of' 
the year. 'Some recoveries had been made. 

~, GT~nt No, ,~~oW~e,-lt \Vas,~Xplairi.e~ ,t9at' sub-head "A-Lumpsum, 
.cbarges paid to ProVlDc}Ial Governments" compnsM th~ different kinds of pay-
ments fo; pz:>vincial pol~ce. Thefirst'was paY~Emt for t'heeost'of police engaged 

,on ~Ql'dtngCentral Government property and the second for ,police engaged on 
pe~~rrt1irig a~eDcyfuI.1ctions for whi~l1, ~ording, ~.()' t~e"Con~titution~ the Central 
~vetn~entw8.s responsible but which :~ere performed for them by the,Provin • 
. clal Pobce,'" For both ,·these kinds of payments the Goveniment of India was to 
:& large exterit resp~nsible in law. The thirdkihd of 'paymeiltincluded in this 
~9ount was ex gratia gllJnts under '8~~tionlpo, of the ConstitutiOn Act. The PrO~, 
vI~ces were c~mpelled to e~gage, addItional pohee due to circumstances c~ated by " 
t~~ War and It was felt that trut burden*was in'some cases too hea~t fm- the p~ 
"VlllCee to bear. Th~ Centre had, therefore, agree(ito 8ubSidiee tnem in accord-' 
,sQee ,with well-defined principles. The supplementary grant under' thjij"~ 
he~ w~dueto t~e f~ot tQfJt there had, 'been, after'ths framirlg of 't~ebuilg~~' ' 

tOonsl(lerable 'expansmn, of the pollee .iorooa'and a gene1"&l· riSe' in the coSt: ofpdIic.~~: 
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Administration. Further, the budget· estim,ates' had been framed on inade.quat& 
dai!a becau,se the claims of ' provinces under--the fina.n.cial,arrangem.tm~ arrived at 
lVith regard to these B,Z gTatia payments had not been finally settled. 

l)epaTtment of Informatiun_atuI BToadcading • 
65.TheCGnuriittee examined the commercial' account~ of All-Indio. Radio. 

and enquired why the value of stores at the. end of the year was over Rs. 2 ~akh •. 
lnore than at the beginning and why store' ba.lances- !tad _been progreSSIvely 
lnounting for se~eral years past. It was explained th-at the stores consisted of 
Transnlitting, Co~trol Room and Power Plant spares, Dry ,Cells, Accumulators 
and the like and thatt the stj)re balances had increased, firstly because of, the rise· 
in prices and secondlY, because of ime amount of stores which had to be kept.. in 
stock bore a. direct relation to the capital assets of All-India Radio. These latter' 
had been progressively increasing and, as the number of Transmitting Stationa~ 
Power Plan~, ete.. had increased, a larger stock had to be kept in hand . 

. 66. The Committee then looked into the accounts of the Radio publications. 
'they observed that these pUblications had again incurred 8 loss in the year under 
review. It was explained that there were c~rtain limitationS ~lrich prevented 
&ither a large increase in income or a large decrease in expenditure .. There waa 
& minimum number of pages below which the journals could not reduce theil! size. 
because they had to contain a fixed number, of radio programmes and there was &. 
limit beyond which the rate of subscription could not· be raised as it had to bear' , 
lOme relation to the licence lees and the incoJ;.Ile of the average listener. The-

, only- :flexible source of income was advertisements; this had now increased and in 
\heyear 1944-45 these publications had shown a profit of Rs. 1,16,000. 

The Committee Qbser-ved- that the income and expenditure aecount at the Radio-
pUblications seemed.to take into account most of the items, direct and indirec~, 
Which were involved in their production. They were however not sure whether-
'the item "Headquarters' charges" included or excluded all overhead charges, in.: 
- eluding & share ,of the cost of the supervisory staff of All-India Radio legitimately 
chargeable'to this account. They desired the Auditor General further to mve~ti-
g&te this point and to recast the account so -as to include in it such snare if 
necessllry . 

66-A. ~nt No. 57~apital Outlay on Broodcasting .. et from RB17enu~-The
Committee enquired about the genesis of the Fund far t·he Development of Broad-
casting. It was explained that a sum of Rs. 40 lakhs was originally set aside from' 
a budgetary surplus.to help the development of broadcasting in this country. All 
kQC grants were made fothis rond from time to time from revenue and the capital 
expenditure on, the development of broadcasting was met from this fund. 

, 

67. The Committee then reviewed the accounts of the Appropriation-Miscel-
laneous Expenditw'e Connected 'with the War. '_. 

(i) Sub-head O(4)-Film Adf1u,ory BoaTd.~The Committee was struck by 
the fact that the rental charged from cinemas for films produced by Government 
Organisation was nominal, varying from Rs. 2/8/- to Rs. 40 per week. It was 
pointed out that the reason for this was thatAihe cinemas were compelled to show 
th_ese films under the Defence of India Rules. The Committee were nevertheless 
of the view that a higher rental co~ld le~timately be 'charged and desired the 
Department to consider the raising of the rental to such an extent as to cover the-
_cost of t~ organisation from rental receipts. -

(ii) Sv,b-hecid .O(6)(1~EzpendituT8 on War PubUcity-GTa.ntB to PTo~inoe. 
tlnd (houp Head Crr}-National War Pront.-It was explained that the national 
War Front_ had ceased to exist and' grants for war publicity as such had also 
eeased to be given to provinces. In place of this organisation -a purely "Officie! 
body caned "The Field Publioity Organisation" had been Btsrted in order to 
puhlicise matters on which either the Cennl or the Provincial Governments de-
ifred publici~. The ariangement was that the Central GOvernment would pay 
Ilalf the' ~apltal cost of ~he equipment of this OlJIIIIisation and two-thirds of the 
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~)nnjDg eas'. Th~ Committee were inclined to the view that it was· not just!. 
iiable to char~e so great a part of the cost to the Centre as the main items of 
-publicity would be provincial. They observed that in the Demands for 1945-46 
provision' had been made for the full year for the National War Frontiunderthe 
non-voted head "Miscellaneous Expenditure. connected with ~he War", but po 
provision had been made for the Field Publicity Organisation, Expenditure on the 
latter, which had nothing to do with the war, 'Was votable and the correc~ 
OOU!'8e to follow was to surrender the entire outstanding amount under "The 
National War Front" and to go to the Assembly for funds to finance the Field-
Publicity Organization. This course the Department would no doubt pursue. 

(iii) Sub-head O(6)(2)-lndian News Reel Bcheme.-This '-had been conve~ 
into the Indian News Parade and ii was intended to con,inue this as a peacetime 
measure. 

-" 
(iv) Bub-head O(6)(9)-Joint Planning Oommittee'.-It· was -stated that- after 

the next War Exhibition the activities of this- Committee would be wound. up. 
(v) ,Bub-head O(S)-Poreign. Bra.nch.-It was stated that it was intended to 

-eontinue the foreign publicity activities of the Dep~ent. A number of pv,bli .. 
-cations in various Janguages were sold -in various countries mainly in the Middl~ 
and Far East. They were not all sold at a price above cost but a pro forma.. 
aecount of the cost of production and of receipl,s was kept. A c,osting system had 
'l'ecently been evolved and the assistance of Audit was being sought to improve it. 
'The receipts" for the year 1943..44 amounted to Rs. 2,18,000. Expenses were of 
-eourse much heavier. The question was under consideration of increasing reve· 
nUe by taking in advertisements. . 

(vi) Sub-head C(8)-Coun-ter Propag4nda Directorate.-It was stated that thia 
Directorate had been wound up and its place had been taken by a Research and 
Reference Organization which collected ana collated information ana thus serv~ 
.. the basis for the entire work 01. the Information and Broadcasting Departm~nt. 

68. The Committee next considered the accounts of sub-head C(6)(4)-Labour 
Propaganda. It had been brought to the notice of the Committee last year that 
Audit had been having considerable difficulty with regard to the accounts of thil 
grant. It Wgg explained that this head had now been taken over by the Labour 
Department, but the position with regard to the accounts was that, inspite of 
-every eftort having been made, it had not been possible to extract from the Indian 
Federation of Labour fully vouched accounts as required by ~uditor nor was 
-there any hope of getting them in future. The Committee took the view that 
'there was no alternative but to ahandon further search for these vouchers and 
tilat they would a.cquiesee in the payments being accepted in Audit without pro-
per vouchers being produced. It- was stated that since the middle of 1944 (when 
-an Accountant was s('nt from the office of the Accountant General, Central 
Revenues, to help the' Federation)- there had been no difficulty In the ~counta· 
being properly maintained. 

ProceedJDgs" of the seventh meeting of the PubUc Accounts Oommittee held CD 
Pri4aY. the lith August, 1945,' at 10-10 a.m. 

-

, \ 

PRBsENT: 
The Honourable Sir Archibald Rowlands, X.C.B .• M.B.E:, 

Finance Member.' . 
Professor N. G. Ranga. 
Mr. Mohamed Azhar Ali. 
Sir Syed Raza Ali, C.B.E. 
Kunwar Hajee Ismaiel Ali Khan, C.I.E., O.D.E., 
:8ir Ratanji Dalal, C.I.F;. 
Khan Bahadur Sheikh Fazl-i-Haq Piracha. , 
'Khan Bahadur Sheikh Habibur Rahman, O.B.E. 

Chdirman_ 

M8mber •• 
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Mr. Ahdul Qadir, Financial. Adviser, Qommunications. 
Mr. Ram Chandra, C.I.E., 'M.B.-E., ·I.C.S.,Secret!ry, 
. 'D~ferice :Department. 

,;»rigadier "A. J. -Reeve, Diiect.or -GeIl,efal (Civil Defence) • 
M'I' .. S;.lt Ka.iw .. ar,I~C.S~, Deputy Secretary, Defe{lce .' I 
':Department. . ' . 

.-Mr. :A .. ,V.~an, . Assistant Secretary, Defence Depart· \ . 
. m~t lCiv.i1 Def~ce). J 

Sir B~rlieStaig, C.S.I., I;O.S., Auditor General of India. 
-Mr. S. A. Vaneswar, Accountant General, Central 'Revenues ... 

Wit~ ... es. 

. Mr. -RaUIiaqL~l, Deputy Acc.()untant General, Central Revenues. 
Sir Cyril "Jones, X.C.I.E., C.S.I., I.C.S.,FinanceDepariment. 

E¢ternal ADairs Department 
69. The Committee obsel'led that the Fund for Special RrontierExpendi-

ture including' Developwent known cOmmotlly as the Afghan Fund bad been 
credi~ :during tbeyear with over Rs. 25 lakhs while the expenditurew8s only 
Rs. 1.61,670,the balance at the end of the year being as high as Rs. 91,76,000 . 

. It was explained that the .normal credit to this Fund was Rs. 5 -lakhs per 
annum but this had been increased atter the ouj;break of the War to &.;26 
la~Per annum as it was felt that, in the drcumstances prevailing in Afgha-
nisi!n and the influence :which the enemy exercised in that conn1ry, much 
larger. expepditure from this Fund would be necessary in order to mairitain 
liability on the -Frontier. In the yel;\l"under revie:w conditions in the Frontier 
had ,been exceptionaUyquiet and it was for this, reason that· the . debit to. ·the . 
;fund .had been so small. It was felt that expenditure from ,this ,fund 'woUld 
again increase after the war _but it had been decided", in view of ·the luge 
balance.. at its credit, to ,discontinue further con~butions to it till such time as the balance -~Bumedmore reasOnable proportions compared to the lWIlu81 
~xpenditure. _ ' 

70. Eztemal AflaiTB.-The Committee commented on the very large pro-
vision 40r :po~~e.lel~a-m and telephone charges in Bub-head A(4}. It''wu 
explained that these charges were incurred nat only,!or the 'External ; Affairs 
Department but on behalf of all departments of the Government of India other 
than General Headquarters. The modincation in sub-:head "B(3)-Allowances, 
Honoratia, etc." were explained as being due to the inordinate rise in tbe coSt 
of Hving in Iran and the Persian Gulf through inflation which had necessitated 
large ~creases in allowances given to the gov~,rnment servants in that area. 
The Committee remarked on the fact that the sub-head "C(l)-Agen_ General 
for,Ip.dia in the United States of America and in China" contained provision.on 
account of the Information Branch of the, Agency General in Washington. 
They were of the view that all publicity expenditure should be shown in' one 

, pl~ce in the accounts and .it was, ,therefore, 'desirable th~t the exPenditure on 
ihis. account should be debIted to the bu~get of ~he lnfonnation·· and~l'oad. 
castmg Departm~nt. It was stated that 8inceth~ year under nmaw: this. ~x~ 
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~ri&itutebad i b~!l transfMed to.' a s,epaTAte bndget'1read utider.'the;eentrol of 
tlta~; D;epartment'and the 'EXternal Affairs Department was-no longer reapoIlti-
ble'for'it. . 

"With: reference to «ubwhead - U C(2)(5~Expehditure' on Chinese W'6rtin4e 
&niee Corps", .• ttte 'Oommittee reeal.~ that 'they . had last, year exjnoessoo -the 
hOpe -that :theseChinese would'"!l6tfor ]ong contmue -to be '8. chsrgeon Indian 
re~enues. They were assured thaii" the Oorps· was' being repidly 'disbanded, ' that 
the -e~nditure' for the ye&r 1944-45 on thIs· account was small and that in ;tbe 
eUl'rent,.ear·it would 'be practically negligible., 
'71.B~uohistan.-The Coniniittee noted that' the iricomefrom the sale 6f 

the Ephedra shrub this year was-.less than the total expenditure incurred inJts 
collection. lIt was however pointed Qut that the stooksinharid had increaed 
and, ' ifacCQunt ,'was taken ,of the increased value of' stocks, these opertitions 
wOlnd not show a loss: 

Department of Post8 andAt1' • 
72. Grant No. 42-Meteorology.~Therewa8 'an uncovered voted excess of 

Btl. 41,874 "in _this, grant. The explanation given for this. excess in the Audn 
Rep~ iyas, "less,' recoveries on account of, provision, of' meteorological facilities 
fOr , __ the Defence Services than anticipa.ted'·. The Committee observed that 
this expltutation ,did not seem to be correct as the actual recoveries from the 
J?efence 'Services ,were more than had been allowed for in the final ,appropria-
tlon., ~What appeared aeally to have' happened was that the actual expenditure 
1'8OOver~ble' from the Defence Services under the sub-head "D(4r-Weather 
Tel&«J'&Dl ,and' Other' Charges" had' proved :finally to be con1Jderably~' more --than 
thennal appropriation -and iheentire amount of ''ihis excess was not recovered 
before the (}lose of the year thus causing an uneovered final excess. ' 

73. Grant No. '54-"Aviation.-It was explained that there were two sepa-
ra\e ~8.viationfUia.ds, namely the "CivilAviation Fund" and the "Fund-for the 
Development 6f CiTiI Aviation", the function of' the former being expenditure 
0}1 research, t.raining and' gra!lte to flying clubs while that oJ the latter was 
capital expenditure for the' development of aviation. The fonner was ~financea 
by such portion of the extra duty On motor spirIt as was used in aviati6n; the 
lat5er by direct grants from General Bevenues. The Committee enquired how 
it was tllat th,e rec~pts of the latter fund were shoWI.1 as ,RB. 20 lakhs while the 
appropriatiOn under'srib.!b~d.13-2'was Oilly Rs.15 lakhs. 'Jt w$sexplaine<rt!ta. 
the remaining Rs. i5'lakbs ~had 'been debit.eat~ sub-hea.d B.a. The J;let effect of 
ihis was the t.ransference to the Development Fund of this sum from the Civil 
Aviation Fund. - . ' 

.. 
Department of War Tran8port 

7'4. The Committee examined the commercial accounts of ,the Vizagapat.am 
Port and enquired whet·her there was no hope ofilie port ever being run at a 
profit. It was, stated ~at it was not likely that ,the Port could be made a 
paying proposition unless there was considerable post-war- development in the 
Vizagapatam area. In nonnal times the traffic of the, Port consisted of exports 
of manganese and groundnuts while there were practically no imports, the 
reason being that the hinterland which the port served was not industrialised, 
and, therefore, incoJlling trafllc found it cheaper and more convenient to use 
the ports -of Calcutta and Madras. Charges ,levied OJ?- exports were already 88 
heavy a~ the traffic would bear and could not be further increased. All thaif. 
could be done to reduce the loss was to hand the port over to the Railways 
~~ereby reducing the overhead _ charges. The Committee re~aned .tha~ this 
question formed the subject matter of one' of its, outstanding recommendations , 
consideration -0£ which had been postponed till the end ol the War. It '\Vas 
stated that although the War had ended. the port was. still in the possession of 
the Army authorities who had taken it over On the 1st April, 1944 and that the 
question of handing it over, to the Railways would be pursued &.fter the port' had 
been handed back to the War Transport Department. . 



7tJ. GrtJ.nt No. 68-Ce,.,tral Ro4d F,und.-The Committee took. into considera-
tion the elaborate memorandum (Appendix XI) which -was i'laced !>fafore it in 
pursuance of Outstanding recommendation No. 23 anq which ~ e.x:plained how 
exactly the allocation to the provinces from the ·Central Road Fund was made 
and how the intervention of the War Department into the working of the Fund 
had affected its accounts. The Committee. approved of the revised forms in 
which it was proposed to show the accounts of, the Fund in fut~e and also a-p-
proved of the suggestion that an explanatory note should be added to the Road 
Fund Accounts to· make the latter easier to follow. They felt that the J>asia 
of allocation to provinces, which depended on the consumption of taxed motor 
spirit within their jurisdiction,. might be. unfair to provinces which had few 
roads (and ~nsequently a .SIl:\&ll. consll:mption of m?tor spirit) and the.f. ef~re 
needed more. It ,!aB explaIned that thIS was taken mto account to some axten' 
in the allocations made from the Central Reserve. Further, if the N agpur plan 
was implemented, the entire basis of the Central ~d Fund ·would have to be 
_revised and radically altered. 

Defence Department 
76. With reference to the sub-head 0(1) in Grant No. "71-Miseellaneous" 

ii was explained that the Kazak$ Committee consisted of the Defence Member, 
the Defence Secretary, one non-official and a special officer appointed to look 
after the Kazaks who had oome into India from Chinese Turkistan. The Com-
mittee had now been dissolved as the problem of the Kazaks had been solved. . - . . 

77. Grant No. ~3-Ci."il_Defence:-It wB,s stated that orders had been issued 
in May of this year to close down all civil defence activity and it was hoped tha' 
aU such activity would be wound up by next month. TJie civil defence p.quip-
ment in the possession of the provinces would either be taken over by the Pro-
vinces at a fair price . for their own use or- by local bodies. AnI surplus would 
be disposed of bI the Director of Disposals. In all cases the proceeds would 
be ~ted ~ the pool. The Central Government will obtain -a share of the we proceeds proportionate to the expenditure on civil defence bome by it. 
Such equipment 88 was exclusively the property of the Central Govemmertt Wal 
being sold through the Di8posals Organisation. 

ProceediDgI 01 the eigth meeting of the Public Accounts OOmmlttee held OIl 
. JIonday, the 21th agaR 1941, at 10-80 a~m. 

PREsENT: 
The Honourable Sir Archibald Rowlands, K.C.B., M.B.E~ 

Finance Member. -
Profeseor N. G. !tanga. 1-
Mauivi Mohammad Abdul Ghani. . 
Mr. Mohamed Azhar Ali. I 
Sir Syed Raza Ali, CJ3.E. )-
Kunwar Hajee Ismaiel Ali Khan, C.I.E., O.B.E. J 
Sir RataDji Dalal,_ C.I.E. 
Khan Bahadur Sheikh Fazl-i-Haq Piracha. j 
Khan Bahadur Sheikh Habibur Rahman, O.B.E. 
Mr. A. A. Waugh, C.S.I., C.I.E., I.e.S., S-ecretary. 
. Department of Supply. 
Mr. A. K. Chanda, O.B.E., Additional Financial Advi§er, 

. Supply Finance. 
The Hon'ble Sir Akbar Hydari, K.C.I.E., C.S.I., I.e.S., 

Secretary, Department of Industries and Civil 
. Rupplies. 

Mr. K.L. Panjabi. I.C.S.. Joint Secr~tary. Depart-
ment of Food. 

Member'. 

Wit,,,,,,,. 
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Mr. G. S'. Rau, Deputy Fmancial Adviser \ (Food)., 
Lt.-General Sir Thomas Hutton, K.C.I.E., C.B., M.C 

Secretary, Department of Plann~ng and Develop-
ment..... ~ 

Sir Shanti Swarllp Bhatnagar,' p.B.E., D.Se., F.R.S.~ F. 
INST. P,., F.LC., Director of Scientific and Industrial 
Research. 

Rao Sahib C. R. Natesan, Assistant Secretary, Depart-
ment of Planning and Development. . J 

Sir Bertie Staig, C.S.I., LO.S., AuditOr General of India. 
Mr. S. A. Vaneswar, AcC()untant General, Central Revenues .. 

Witn6,,"-

Mr. Raunaq LaI, Deputy Accountant General, Central Revenues. 
Mr. K. K. Sen, Chief Controller of Supp!y Accoun~. 
Rai Bahadur Bindra Ban, Controller of Food Accounts. , 
Sir Cyril Jones, K.C.I.E., C.S.I., ~.C.S., Finance Secretary~ 

Supply Department 

, . 

'78. The Committee reviewed the accounts of the' Iron and Steel Control 
Equalisation Fund .. It was explained that the cost of production of the main 
producers, i.e., Tatas and the S'teel Corporation of Bengal, was less than that 
of the others ,and the Fund was a mechanism designed to eq'!lalise the selling' 
price for all producers. A standard p1jce was fixed and those who produced 
cheaper than the standard priQ8 paid into the Fund ·the difterence between their 
cost of production and bile standEird price, while the Fund paid out to those 
whose 'cost of production was-· higher the difference between the' 'standard priee 
and the' cost of production'. The net effect of the Fund was tha~ it kept the 
average price lower than it otherwise would have been. ' 

79. The Committee ·then reviewed. the schemes of State Trading for which 
the Department of Supply wasresponsibte. 

- - With reference to the remark in the Audit Reporl On the scheme for the 
purchase of Electrical Engineering Plant. that the detailed procedure·' for the 
maintenance of proper stook aeC!>untaof t;he plant and the fixation of issue price 
was under the consideration. of the Finance Department (Supply), it was s~ted 
~&t the necessary orders had since been issued. Is~ue rates were fixed on one 

. of the following three bases:-
(a) Recognised Indian prices for similar Indian goods. 
(b) Fair market prices fixed on an ad hoc basis with reference to prevailing 

price levels, and 
(c) actual cost plus a percentage sufficient to cover incidental expenses. 
With reference to. the schEm:le ·for 'the purchase of wattle bark, it was stated 

that Babul bark was technically a good substitute for wattle bark ,but at prasen. 
the cost of collection of the latter was so high that its commercial' use was noi 
economical.' . 

, Dsparlment of InduBtrie, a.M Oivil Buppli61 
80. Grant No. 22-A-Department of Indu8tries and Oivil SuppZie8.-The Com: 

mittee. observed that the Department had come into existence on the 22nd of 
April, 1948 but that no vote for its expenditure had been obtained till as late &I 
March, 1944 so that for a period of eleven months money had been spent .without 

·either. the authority or the knowledge of the Legislature. It was explained that 
the decision to form this Department was taken after the budget had been pre-
sented and, as it was usual to present all supplementary demands together'to.-
wards the close of the financial year, it had not heEm thought necessary to pre-
lent the demand for this Department separately and before, that time. The 
'Committee were of the ,view that, though it was no doubt convenient to consider 
all ~upplementary demands. at one time and though there was rio objection to 
supplementBries arising out of increalJes in ~xpenditure on services already in 
existence being presented at the end of the year, i,t was important that, when 
the Executive decided to embark on a new service or on. an activity of a kind , 



40 
whioh had not :te~ived the· 'sanction :of jhe',1.egislat.ure~",the'letter ~BbauId the en-
abled at the earli~stJ>OSBible QPponunity tOe~ress"its 'viewsontthe~l'Oposed 
expenditw:e. This· should be. done .bytne presentation of a supplementary de-
mand in the session of the Legislature immediately following oil the' commence-
ment of the aQtivit.y. Hit was rmtptlssibleBt that 8tag~to form an, aceurate 
P!cture of the total expenditure involved a' token. demand should De 'moved. 

81. Grant No. 47-Agriculture.-·Withreference to sub~head "F.-Tra..nsfer 
to the Fund for .the benefit of CottoOn G~w~rs", itW8S explained that the :Fund 
was created dunng 1941-42 out of theaddltibnal exportauty of one, aMa per 
:po~d imposed by Ordinance No. VIII of 1942 on the expQrts of ·raw . cotten. ~ 
The object of the' Fund was to assist the groWel'$ of cotton of varieties ·which 
were chie1ly'exported to Japdn andwhose.I{l.ar.ket.:hadbeen completely ·eut off 
by the War. The Fund. w8SUsed :.toassist :the ,cotton ,grOwers to .ooarige over to 
other crops. The question whether 'the ,Fund1Jhould'be eori.tinued was annually 
reviewed bv Government. 

~ 

82. GTant No. 52--lndus.trie3.-With refere~e to sub-head 'B' J it was ex-
plain~ tlaat ·the,grants for the developm.el).t.,of .tbeh.a.p.dloom industry dated 
from 1934 and the Qriginal object was ,toO protect the ~a.ndloom we$versrfrom tl1e 
effects of 8, $e in the price of yarn following on the jmposition of a proteetive 
duty. The8l'ants. were disbursed thropgh the agency of the Provincial Govern-
wents . .'Recently a Handloom Board had ,been set up on whose advice the 
grants . would in future' be distributed. 

63. 'GTant No. 5~8cie.tific and. Indu.strj,4l, Re 8eaTch.-The Co~ttee,re
~ewed t·he income -and expenditure account of the 'Government Test House for 
194243 and 1943-44 and observed t,ha~ in three· years. there. had been ,an, ~ppre
ciable loss. The loss was due to the fact that, while ihe va.lue of .the ,work j dot\8 
at the Test House for the Defence Services. during these years was heavy, .. the 
grant received from the War Department was onlyBs.15,212.!, It .Wp.8~~xplained 
~t this was under_ an arrangement between the Commerce and War .Depart. 
ments by which it)iad been agreed that the Defence Services would be bill~ 
only" to the extent of the average debit to them during the three years en4iI)8' 
1998-89 irrespective of the value of work done. The Committee did not':see ariy 
jua'tUicatiQn ,'for this kind of agreement and desired that in the interest of C9r- ' 
fect 'accoUnting this arrangement should be reviewed ,a.nd the' full v:alue' ofine 
work done should be charged to Defence Services esti~ates. 

- Food Department 
84. Grant . No. 2&-Food, Departm,nt.-A 8up,plementafy ~pnt ttl 

R.s. 1,12,000 had be~n taken under this head but the nnai ~o{~d saving was ;as. 1,82,156 thUf; re~dering ibe'supplem~ntary grant lmllectJ~~aty . It'W9.8 
explained that this was. due to . a large surrender oi funtis 9Y t,heSugar 
Controller and to a decisIOn to treat the pay of one officer as flon-yotiPd iru~t~Ad 
of voted. The Committee accepted the explanation that, as th~' was the fU7JJt 
year of the life of the Food Depart~ent, the probable RsvingEO for surrender 
could not be estima~d with any 'degree of exactitude in view of the growing 
develop~ent of its activities. ' 

85 .. With reference to paragrallh B(l)(m) of tM AuQit 'Report by the (;on-
troller of 'Food Account.s, in which it was stated tbat a further cost invesiiga.tion 
had :been proposed with regard to a contract for cigarettes in which overpaymellt 
to.the extent of Rs. 9 18khs was alleged. it ,wos stated that the result of 1t'lte 
cost investiga.tion had now been receiyed and WOS, under; the consideration 'of 
Government. It appeared {rom the latest report that the original estimate 
that Rs,9 lakhs had been overpaid was erroneous and t.hat u mnch smalier 
sum was involved. . , 

. i Department of Planni~ and Developm.,.,l 
86. Grant No. 53-Scientific and Industrial RelJeaTch.-It was. explained 

thatm addition to B.s. 10 lakhs per ,annum, which . w~ the grant whi~b 
the 'Council of Scientific and Industrial Researeh receivedfrotllOOVenlIDent, 
its other sources of income were iees from patents" of discoveries made by its 



, 

,---,---, "--

oIicera aad,OODJt,sion&l~gr.&Qia.fDr.reBe$mh from ,indrisky. -~T})e ~f iitemaoto 

.expendituiewsre ,the. pubUeation of 8> journal which was J1QW abnost·, se~f-
6ultPodlng,R1annjpg aJUi mai~IlJW.ce pi. reB~areh ~borato~B, tl1e pre~tion'J 
of. a !diotion~ of ;I~n .raw .materials 81ld .grfl.tlh; to Dnivaraitieb . and other 
"'titu-. r.for,:i\I'P1'Qyed. Bohemes of. ~ear.ch. . 

.87. With reference to ~b-head "u" in ,the A'pprop~~tion "Miscellane~l1s. 
Expendltute' corine~$ed W~h t~e'w, ar",. thehi8tOry~fuD~tionp . :I.nd 'composition 
of the War llesources ·Committee were explained to the CommIttee. ~ 

, , . 

PBEBEl't~ 
..... :. 

The,HoQo~~Qle' Sir ~hi~ald .Ro;wlands, K~G.B., 
. M.B.E.,' Finance Member. 

,iBrofessOl- N. .a .~lta~ga. "'\ 
M~ulyi){oha.mm~ ,Abdul Ghani. ~ 
"M.r .tM.ph&med~hQ.r ,Ali. ' " 
Sir Syed Raza Ali, C.B.E. 

Runwar Hajee Ismaiel Ali Khan, C.I.E.~ D.B.E. \ 
!Bir ,iRatanji.Dalal, C.I,E. - _ j 
Khan .Bah~d1}l" .Sheikh Fazl.i-Haq ·pq.~ha. :' 
Khan Bahadur Shaikh Habibur Rahman, O.lB.E., 

" . 

ltIr. Krishna Prasada, C;I~E., I.C;S., J.P. ,·Director I 
, Gerieral, Posts and Telegraphs. . I 

,Mr. P. J.Edmunds, C~I.E." Chief Engi,neer, ,·P08U; 'J 
and Telegraphs. , 

Hr .. Abdul .Qadir, Financial Adviser, Communications. 
Sir Berlie Staig, C.S:L, LO.S., Auditor General of In<Ii:a. 
Mr. H. K. 'Bose, Aceountant General,Posts and Telegraphs. 
Sir Oyril Jones, K.C.LE., C.S.I., .I.C.S., Finance Secretary._ 

Po.tl and T,legra.,hs De.paTtt~B:"t 

Be. Budgeting and control 0t161 e:r:penditure ~-The Committeeob~rved' 
;1hat,in .. Grant No. 77-'·CapitaJ. eut~ay on Intlian Posts and Telegraphs' (outsiae·· 
the .r~veilue account)" ·there was 8 ·saving of Its. 319 lakhs or :88 per cent Of 
:the gross provision made for outlay on new assets and saving of about '57 :p~' 
;e.entunderexpenditure on renewals and replacements. The exp~anation ·was· 
ihat much ,P!Ogress could not be made on Tele-communication Scheme (hie 
to nomivailability of stol'es and equipment. In respect of Grant -No. 10, there 

, was.asavingundera Bub-head which .was due to the fact that some· vehicles, 
for which budget provision had been m~de, did not arrive at all, while debits 
for others which· did arrive were not' raised by the supplYing d~partments; 
before the close of t·he year· The Committee commented- that the latter clJlSs. " 
of saving had been repeatedly brought to their notice in examining the accounts 
of the year and they intended to make certain proposals designed to prevent 
luch cases fro~ arising. . 

There was an' uncovered' excess of Rs. 83,14,000 in Grant No. 78--"Indian 
Posts & Telegraphs-Stores-Suspense (outside the revenue accoumnts)". The 
c,x-planation for thi~ was that payment.had been made in advance of receipt of( 
certain stores and tliat certain other stores, the .receipt of which was Ilot antio:--
cipated during the year, were received. . 

89. The Commitee commented on 'the fact that there bad. been, in the year· 
under review, expenditure 'on 78 major works without specmcprovision b~ing
madem the budget for them. It was explsinedthat, 8S shown'in Appendix. .-
X, ,54 of these 73 were works which had been C8ft'ied ,forward ~om the previo~ 



- .! 

~. It was anticipated tha.t; they would be finished by the clQSeC)f 1942-.s,· 
btlt the anticipation had not proved correct and some little work had remained 

'io be done on them. 28 of these works had cost under Rs. 1,000, while only 
.eight had cost more than Re. 20,000 each. The Committee enquired why th~ 
modified a.ppropriation for the workshop' building at' Ju:bbulpore wa. 
Rs. 15,00,800 when the original appropriation was only Rs. 2,45,700. It was 

--explained that the project had und~rgona a series of changes since it, was mat, 
<conceiv~d. Budget provision had been made according to the origin&lplan 
which was to acquire and construct buildings in order to house certa.iri' work-

1I6bop machinery from Calcutta. Subsequently, owing to the intervent;ron of 
the Tele-communications Development Scheme and other fa.ctors, ·the projeCt 
was greatly expanded. The· decision on which the expansion Wss ultimately 
found necessary was., taken towards the middle of 1942 .but by the time the 
budget had to he prepared the estimates were not in an enough advanced s4-age 
for provision to be made according to the revised requirements. The Com-

. -mittee were of the view that, as modifications in budget estimates were 
accepted· till the 15th of -January I a greater eftort should have peen made t3 
make budget provision according to the latest information available on that 

-date and the original unmodified appropriation should not; have been aUoweei 
to stand. 

90. Bt01'8 AccQunting.-With reference to. paragraph 38(i) of the Audit 
"Report, in which it. was stated that no independent physical verification of 
-stocK was carried out d,uring 1948-44 in eleven- Store Depots, it was explained, 
-in extenuation, that the Department had, becwse of the war, been suddenly 
.called upon to handle a volume of stores. ten times what it handled in peace-
time. The Department had not foreseen the expansion of the Stores Organi. 
sation that would be required . for handling ~uch a vast volume of stores ~ and 
-eases like th& one quoted were the result of this la('1: of organisation. An 
,Officer on 'Special Duly had now.'been appointed whose function it was to see 
·tint stockR weFe vp,rifiecl in ,all store depots. The Committee desired -that "hey 
'should be informed next year about the steps taken to improve the stores organi-
-sation and the extent to which stores had been verified. 

91. Paragraph 88(ii) recorded a case in which 4510 cwts. of zinc dross were 
aoid from a Telegraph Workshop at Rs. 14·53 per cm. while the market rl\te 
9as Rs. 43'65 per cwt. It was explained that this arose as follows. Before 
the War this dross was sold by public auction and the rate list was amended 
-according to the rate actually obtained at the last auction, which was Rs. 14·53 
,per cwt. This eOmInodity- was controlled during the war and the Controller 
ordered. the workshop to hand over its stoeks to certain firms 'hut gave no 
.indication 'of the price. to be charged. In the absence of any inftication 88 to 
-the price to be charged, the accounts officer charged the Plice recorded in the 
nte list. The suspicions of the workshop might not have been aroused because 

.. of . the fact that, while ,the market price was so high, the Department wee 
actually being supplied with zjpc at- Rs., 19 per cwt., and Rs. 14·58 per ewt. 
lor dross compared to 'this price did not appear unreasonable. 

With ~egard to the ~ases' discussed in sub-paragi-aphs (vi) and (vii) of 'para-
-graph 33, it was stated that there was grave suspicion that di8hone8tpractiee~ 
~ been indulged in, and that the case was now being investigated by the 
:police. 

'92. Stock POBition . .;....The Commitf.ee' observed t~at,inspite of their recom· 
mendatiOn last year that stocks should be reduced, the closing .balance 01 
stores for the year 1948-44 wa.s. 3·06 crores against a.n opening bam.nce at 
Bs. 1:50 crores. If. was explained that during' the course of the year the Depart-
ment had ,taken on certain new items of stores and, as the Tele-commullic .. 
:tiona Development Scheme was- _ill in full swing,. the balance was not regU'dM 
*I ex.ce!sive.. .InetructiODS had DQW been issued to restrict fresh purchaeel, 
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'llhe -normal stocks that the Department expected to carty were something OV&r" 
a crore of" rupees.' -. -

93. Irregularities in Grain Shop •. -With reference to paragraphs 31_and 83 
(viii), it was stated that the-facts were, that some individuals were employed 
Qn contract to do- certain work for the, Department. These' contractors or-
group leaders employed labour at piece-work rates, the' labour being raid 
fIlirect by the Department. As the piece-work rates had not been incr~asett 
duringth~ war, relief had been afforded to these workers by~ the grant to them 
.f dearness allowance,.and of the conceSsion to purehase their food at departmen-
tal grain shops. Neither the grant of the allowance nor the' grant of the conces-
sion was covered by Government" orderS and this acc0un.ted for the irregularity 
being brought to notice by Audit. As it WfJ,S clear, however, that these workers 
were morally entitled to the concessions they were enjoying, there had really: 
been no loss to government and the technical irregularity would be put right by 
• fonnal san~ion. The Committee were, however, not completely satisfied abont 
tIlp &conomy or efficiency of this system of contractors atld groU}' leaders. I., 
was stated that it was intended shortly to review the whole question. ' 

94. Wit.h r~ference to' outstandlng item 11 the Department furnished twO' 
memoranda (Appendices XU snd XIII)" the one dis('~sing the adeqUacy of 
the 'Renewal Reserve Fund and the question of a lumpsum contribution ta· 
'~e Fund of Rs. 50 lakhs during 1945-46' and the other regarding the'review-
of the basis of apportionment of cost of petty works between Working Expenses 
8J:d the 'Renewals. Reserve Fund. It was explained that, as neither the rrele-
eommunications Development Scheme nor thJ' Railway Scheme- of Communi-
oations had yet. been completed, it would not be possible,to undertake the: 
general review which the Committee desired to be undertaken in '1946. The-
Commit.tee felt that t~ date for the review suggested by the Departmen') 
namely the end of 1946-47, was rather late and hoped that, in view of the, 
eM'lier termination of the war than anticipated, it would be possible to under~ 
take the review prior to that time. 

. 
• 

95. The Committee Doted ~hat it had been recorded in paragraph 00 at the-
A udit Report that many of the ~ecutive Officers, specialh in the Ben~l and 
Assam and the Bihar and Orissa circles, took a considf)l'able time in returning-
the Audit Inspection Reports with replies. They 'regarded it as most important, 
particularly at the present time when ~improper practices were '~o rampant that 
replies to audit objections should be,. furnished as early as possible and desired 
the Department to circularise its subordinate offices impressing upon them the 
necessity of doing so. ~ 

Proceed1D.gs of the ~th ,meeting of til. Public Accounts Oommittee held __ 
Wedn8llday, the 29th August 1945, at 10.80 A ••• 

PuSBNT 
_ The Honourable Sir 'Archibald Rowlands, K.C.B., 

'M.B.E., 'Finance Member._ 
Professor N. G: Banga. l' 
Maulvi Mohammad Abdul Ghani. - . 
Mr. Mohmed Azhar Ali. 
Sir Syed Raza Ali, C.B.E . 
R. M. Abdullah. 
Kunwar HajE}e lsmaiel Ali Khan, C.I.E., O.B.E. 
Sir Ratanji Dalal, C.I.E., 
Khan Bahadur Sheikh Fazl-i-Haq Pil'acba. 
Khan Bohadur Sheikh Habibur Rahman, O.B.E. 

, , 
The Honourable :Mr. H. C. Prior, C.S.I.. C.I.E., 1 

LO.S., Secretary, Labour Department. 1 
)fr. S. Lall, C.I.E., I.C.a,~', Additional ' Secretary, 

Labour Dep~ent. .. 

.. ~ 

Jl8mbe7'$-~ 
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Sft B~ttde'StIUg; C;S:I.,'LC:'S::' AuditoiGen~rarof :rna;.. . ... 
Mr. S. A.· Vaneswar, Accountant General, Central Revenuell;' • 
lb. RaUllaq Lal~ D~puty, Aeeount&tlt General;' Central Reve».ues~ 

':' LabO'!!T Department 
96 .. So .. "ingl":-In Grant- No. 39-".Geological Survey~t thwe WU' &. sav!nl~ 

~ . .B&; 9,'28,000 compared to the final grant.' The expl&nation ~ for this s&.vmg. 
in brief, was thail the full programme of sulphur operations in Ba.l"'chistan 

"e.9wd not be carried, out during: the year· This caused asavi.iigof" ab&u1; 
-Ba. la·12"Ia.khs which; was. set oft to the extent of Re. 0'28 lakhs owirlg to, a· 
"recovery from the Joint Mica Mission, ptrOvision for which was, not made. in 
the bud~ as: theprincJples and, rate of'recovery.,were settled after,'the bud~' 
~h8dheen tnuned. \ 

There was a. saving bf Rs. 15;58,OOO'h;l Grant No. 64-"Miscella.neous De-
parimentsH maiDlyunder the sub-head 'M' "Labour Coordination:of Unskilled 

':.IlabOur Supply Seheme". The reason for, this was that a 'decision was taken 
'after the close pi the' year to account for this expenditure under "Advances 
Repayable t ~ instoocL of the service he.ad. 

In 'Grant No. 67-CiVil Works, there was, a saving of Rs. 1,72,79,000, the. 
sear cloSing with a minus expendrtUre of Rs. 89 lakhs &.garnst an estimated 
-net. expenditure of Rs 84; lakha. . The main reason for. this w~sthe unforeseen 
, large net.crewt . under sub-h~e.a. 'K~-SuspeIlSe' 'owfug tp la.rgeiss~es of soores_ 
i:o eIOerg~ncy ,wOrks talren up dUring the closing months of' th,e finan'aial year'. 
It, was 'stated that this system.of accoUnting,Jor'- stocks under a suspense head 
within the grant for 'civil works created difficulties in the way. of' ac~urate 
'budgeting 'because the Department could' never be certain when debits for the 
supply of materials would be received' nor at what rate the stores would be 
is~ued. This difficulty had always existed 'but as the stores held in stoCK had 
'b~en increased as a matter of dE:'librate poli<,y' during th~ war, the' amounts 
in volved under this head had' grown so large that variations in them upset 
entirelv the buageting of the grant as a whole. The Commitee desired the 
Finanee Department to consider' in 'conSultation with" the Auclltor General whe-
ther it would not be possiDle and "desirable to adopt ~mt; other means lor 
accounting of their 'Stores and to attempt 'to evolve 'a methOd which would 110t 
hnve _the -defects of. the' prQaent system .. ' ' 

In .' Grant' No. '7~,-cD¢lhi Capital O~tlay" there ~as a' saving. of 
""Rs: 19,75;000, the 'reason being unanticipated recoveries £tom. the War De-
p3rtment on 'accotint'ofshared scneme80f 'residential 'buildings. The"''Com~ttee 
underst<>od that the capita1 head HDelhi Ca~it.al Outlay" was debited' only 
with the cost of pennanen~ worKs 'while the 'arrangement for sharing the cost 
'of "buildings' with~. the' ~8.r'Depal;tnjent 'relatear'onlj totoolpdrary "bu:~mgs-.'~ 
~They did not, therefure~ understand why ,'any moveriE~8~ha'V~been made from 
the War ~partment under this he$d . and" desired the Department to investi-

'gate how recoveries had been effected' in this Grant, 
tyr~ E~~8B8eB.-There 'waiJa pet\yexceSfl of Rs. 114' in Grant No. 5~"E"mi

g;ation (Internal) t, which the Committee decided; to· reeommend for" re~arisa-
'tion by the Assembly. '. 

98, The Committee' then went on to exal'nine the coniniereial acCounts of 
:he Koh-i-Sultan Sul~hur Opera~ions. They noted thli.t the sulphnr,"produced 
1D tbe;re:;t,r under repew was more than double produced 'in th~: previous year 
llndt~at the opetatll)ns ~l::~.re~ulted uptothe" end of 194~-44- In a ,profit. of 
lb. 7,74,921. It was e:xPIamec! tbst it WB8'hotlntien4ed that any profit should 
be made ana than the 1atest 'figures showed that. the accounts would'more or 
less balance. ' , 

99. The Comm,ttee next consideredthe~ Appropriation Accounts of Gran~ 
No" 67-" qivil wor. ks" 'in:: a~tail.. ,lJ'!l.'~:r". ,00 .... ' serve~., '.' thaf . t.here . W8'8. a ,8& .. ving of 
... Rs. 2,31,000 0v.er ~he final ~~prop!1R,fiml: uniW- 'the sub~he.ad A(2)-"Minor 
'"Works·' ~bu~ con81denng ihatthlS" experiditt1re' wu . distributed over' 59 DivisioDlJ 
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they did, not· regard; I this" as any ~v,idence of laxi~y of eon~L' T~~yJ n~.d 
witlt~tlSt thM the total. expeDd:iture oft work&. m~ed ' throtlgb.: t@ Pu~ 
WJ&rks 'Deputment raached in 1943-44,tae level of· I.U. 26, cro.res as-agaaJlS1 
BI. 121 lakhs in the las1;> prewar year.' '-

l(}(J.-The Committee noted that the profitofC. P;. W. D; NurSery at Jl11' 
Bagh' had, been maintained' at abou~ ·the same ,figure as in the prenous ye(f,r,. 

101. The Committee then reviewed~he pro forma accounts of the C.P.W:D. 
Unfiltered Wa.te,r ,Supply ,at New Delhi. These accounts also di~closeda, ~maU 
PIPfitof" the sa~ OJ:d8l: as in pt;evio~s' years' and t~e Committee haet no 
(Jonpnents to offer. , . 

loo." The Committee observed. that the closiJ;lg bala.nc~ of P.W.D. stores ai 
the end ,of, the year W&$' Rs. 2.5-,60,000 ~s again.st an , openi~g balance. of 
Btl. 1'8,$4,(00. This: was·expltuned; as bemg due to the heaV16r tral)8actions 
.involved during the year becau$e of the execution of· au--:&eld 8Ad' other.' con-
'9truction works. It was not expec~d that stocks would go down to normal 
before 1946. 

,103: The Committee then d~voted its, -attentiQn to, the case describ~d in 
Important Note No.8 'below; thegrari~ 'in which an Executive Engineer had 
kept the Divisional Cash Book for March 1943, open till about the middle, of 
~pril 1943 alld had entered disbursements 'made in April as having been made 
an March. Government had, after: taking, into account the,' explan.ationEi of 
the. Officer, concerned, observed that as the Accounts- rule broken in this t;ase 
was well'known to all~ Divisional Officers, its breach, without' reference to 
higher authorities was' a serious irregularity; which should, not"'b6 allowed to 
recur. Government had also issued a circular to ~ll' Divisional OffitieI'S impres-
sing on them that the Cash BQOk should in no account be kept open 'after 
the 31&t March. The Commit·tee enquired why no more seriou~ action had 
been taken against the officer concerned. It was ~xplained that there 
was not t.he slightest suggestion of· dishones:tyin' this case. that the offiaer 
had acted, in this manner through. an excess of zeal in that he did not : wish 
to surrender the unspentbaiance of his budget and that he was' an officer with 
'8. very good record. 

104. The Committee next ,considered outstanding _ item No. '17 in which 
·they had asked the Auditor General to investigate the question whehter the 
~ct that'receipts and recoveries on' capi~l account from the W sr Department, 
which were shown as a deduct item in the Gran6 "Delhi 'Capital Outlay'" would 
interfere with the correct ,figure c1f. the, "Capital Outlay on New' Delhi" being 
-shown in the running account, with the object of ensUririg that ,the correct 
figure of the Outlay bhouldbe discoverable from the apcounts. It was stated, 
'that the running account-of ,the CapiteJ 'Outl~y on New Delhi showed only 
.expenditGl'6 incUlTed' from civil estimates with recoveries from other depar~ 
mente. In order t-o show the correct figures of the actual Outlay arrangements 
had b~en made this' year to show separately the recoveries frOm, the Defence 
Estimates of expenditure initially charged'to the, capital head,. AS: regards 
the expebditure debitabie'to Railway, Posts and Telegraphs and War. estimates 
or the expenditure accounted for under the revenue ;aCCoullt under Ci~ Works, 
which was not included 0 in tharunning account, arrangemeRts would, be made 
if J>C)6sible, to furnish departmental figures in a foot note below the running 
account. ~ .' , • .. 
- 105. Grant No. 70.-" Station.ery and' Printing" .-, 'rhere was a ii~al saving 

qn this grant of Rs. 2,28 lakhs the explanatiop for which was two-fold.,c FirStJy, 
• the~ had ibe~na decr~~e in' gross· expendit;ur~ to the extent Qf /Rs~· 1,58 11akhs 

mamly because, Buppli~s of' paper to the., Middle East, were stopped: due to 
t.he shortage of paper in India. Secondly, theJe" had 'been, an inoreu8.m reeover-
iesfrom other departments to the extent of. Rs. 70 lakhtt-beeauselarge quanti-
ties ,at Ip~~r ,were" issued . to, .. ~th8m', than, 'antioipated., > 

100. The Committee then devoted their attention 1io the irreguIaritiea 
describp.d in tbe .. n* below the Appropriation "Miac.llaDeO\ll Expen&uM 
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Connected with the War" which had occurred in,th,e Civil Pioaeer Force in 
'i,b.eNorth-West Frontier Province. The irregularities consis~d of the drawjpg 
01 the pay ~d rations in excess of actual strength, of local pur~hases withoM 
sanction and without calling for tenders, of stock accounts not being kept 
properly and Railway warrants being misused, by every single officer 8l1d clerk 
of th(' unit, of no accounts being kept of thenmning expens~ of lomes and 

. of misappropriations. The only action that appeared to h~ve been taken W88 
that one of the Commandants had been transferred to a subordina.te cha.rge and 
the other, wh~ was 'a retired officer, had been dfscharged from the Force and his 
pay and leave salary amountihg to - Rs. 4.,000 were held in abeyance. '-It wa& 
stated that the Provincial Governments wp,re considering further action against 
the officials. concerned. In view 01 the seriousness of the irregUlarities com-
mitted, the Committee considered the treatment hitherto accorded to the. 
¢ncars as being too lenient and trusted-that :further and IDore severe action 
would be taken agamst them. 

c , : 

ProceediDP. of 111. elev8llth meeUDg of the Public ACCOtIDta Ooio,mittel held 
. OIl I'rJdal, ~ 8lat August, IH6 &\ 10.30 .l.II. 

, , , 
PBBSBN'l 

TheT~Honour&ble Sir Archibald ;Rowlands, K.C.;B., 
M.B.E., Finance Member. 

-Professor .~. G. Ranga. 
Maulyi Mohammad Abdul Ghani. 
;Mr. Mohamed Azhar Ali. 
~ir Syed RaY~ Ali, C.B. E. 

Pandit Lakshmikant& Maitra. 
Mr. H. M. Abdullah. 

"l\unwar Hajee Ismaiel Ali Khan, C.LE., O.B:E. 
Sir Ratanji Dalal, C.I.E. 
Khan Bahadur Sheikh F8zl-i~Haq Piraeha. , 
Khan Bahadur aheikh Habibur Rahman, O.B.E. 
The Honourable Mr. Shavax LaI, C.I.E., Secretary, 

Legislative Department. 
Sir C. M. Trivedi, C.S.I.,· C.I.E., O.B.E., I.C.S., 

Secretary, War. Department. :-
MiapMuhammad &fi, Bar.-at-Law, Secretary, 

Legislative Assembly Department. 
The Hon'ble Mr. E. Conran-Smith, C::8.I., C.I.E., 

I.C.S., Sec:tetary:to the Governor-Genera\ 
(Public) and Reforms Commissioner. 

Mr. Ram Chandra, C.I.E., M.B.E., I.C.S., Secre-, 
/ tary, Defence Department. ' .'. 

The Honourable Mr. R. N. Banerjee". C.I.E., I.C.S .. , 
Secretary, Department of Commonwealth 
Relations. 

Mr. B. C. A. Cook, O.B.E., I.C.B., Joint Secretary, 
Finance Department. 

MI;. S. R. Kaiwar, I.C.S., Deputy Secretary, Defence 
~partIDent. . 

~. P. C,. Chau?huri, Accountant qen~ra1, Bengal. 

-

~6mbe1'l. 

811' Bertie Staig, C.B.I., I.C.B., AudItor General of India. 
Mr. B. A. Vanesw8r, Accounf.ant General, .central Revenues. I 
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Legislative Department 
107. Grg.n.t No. 13.-"Coun.cil of' Btc£te".-A 8upplementary gr~nt of 

. 'Rs. 43,000 ."had been obtain~d under ',sub~head ".B-· Allowances, Honoraria, 
-etc;". It was explained' tbat this' was required for an extra sessIon of the' 
~Counci,l which it ~sdecided to hold after ,1ihe budget had ,been PlWled. 

108. With reference to sub-head •. L(J)(i)-Contributionstowards th& 
-efpe?s~s, of . the Leagu~ of ~ ations Secretru:ia:t' J in theli£propriati~n' "External" 
~alrs ~ whICh was resporunble for an expendIture of Rs. 9,73,000, 11; was stated 
that cxpet}diture on this account in the las~prewar year WBS ,Us. 10,78;000. 
'l'heE:xplanationfor the expenditure \>e.ing of the same order as b~fore,inspite 
.of 'tbeactintiesof the League of 'Na~ons' having beenredu~d, was ~hat a. 
very large number of members of the League had either defaulted iIi their 
-payments or withdrawn ·froni memberShip' with -the"" result, tha.t 'the contribu .. 

, tions of- the membem ~ho stUIremained h~d' ,proPOx:tWn8te1y inc~~ed'. 
1,09. In~s,wer ~ aq~~stiona.8 ,t"t9 why :i~~ ~coU!~-~.y' '.~~~~ ~tlbunal 

,~ub-h~~ '0' in Grant No. 3-u Taxes on .income including' CorPortiti~ Til*''') 
was un~er the administrative c.ontrol of tbeLegislative 'Depamnent,' it 'was 
stated that this ·was done at the instance of the Legislature iIi' order to ensure 
that the Tribunal was independent oJ the -Ceritral Board ~Revenue.· ' 

... -· . , 

War D~partment 
- ~ 

. ).10. GIant No. ·31.-AdminiBtratioa of Justice.~The.re was ~n uncov.e.red 
voted t:~ Qi Rs, 66,@2 in this grautwr which. the I:lub:-heaci "l)-,.EX;l*ndi· 
t\.lc,e c.onnected with the t.,ial of offences under .the Crimin~ Law Amendment 
O.rcPn8.n~, 191P" wp.sre~poIll'ible. It was st.ai;ed that ~eQQUssioJ.l.to p.roYi~e ' 
fuads .was d}Je" ~ an oversight which the Dep~rtDlent very much .regretted. 
'The Committee agreed to recommend -the ~egularisa~ion of ~the excess by a 
vote 01 the Assemb~y., 

· s 

Legi,BlidiJ'e AB8effl.ply DepPJ'tment 
< 111: Grlint No. 14.:-·' LegiBlat:i~e ~8.~mbly, and Legi8~'!ive A88embllL 'De-
partment.-l'he· cause of the modification m '~ub-head A-3-,- Allowances, Hone). 
laria, .etc. J,' was'stated t& be-that the Hon'ble the Presjde~i 'of the Le~slatlve 
Asgcmbly had curtailed h:s tours. It WAS explained that it used to be the 
custo~' for Presidents and Speakt>[S of Pro~cial !Jegisl~tures ~ _g1i~her ~e~el' 
-and discuss matters of common mterest wI~h the~~lden't Ofthe;LeglsJ~tlve _ 
A~mbly.The Presidents and' Speake~' Conference . had b~e~ oucontinued 

for &ome ti~e and ins\ead the P~sidentof the ~gislative Assembly. could 
tour theprovinoes at G1>-vemment expense to· dlSCuSs aBairs' ~thPtovincial 
Vresi?ents and Speukers. ,:fn addition~ the Pre,sid.ent was en~it~ed,to tD~r his 
constituency at Govemment expense. ' 

. 112: In Grant No. 71.-H MiBcellaneou." B.ub-h,6ad 'H'~"Ccmtribution8" 
-t~~re :wasan'expimditure \o(R~. '~,7qo for .whicl{'~e H~g{sl~~v~ A~~lIlbl1 
Depru;tme.nt, was, shq~n ,'~s h,eing respOP,s~b1,!f: , ~t "'.B, se,i,x,:PJ~,~OJ.. t,p~,t .thjs., ~~,' 
the'Indifl.n .B;ran,. cli ~ubs~ript~qp. to ~he ;f)m.P~~ ·Pp.rli~~~~~~·y"·~~~i~tio~ 
Uni~(r IQns4:<.ml 13raz;tc,b. .. . "'.' . ., '. - · , 

.S,pprptariat of ·~he G(.tPPTnOT:-Gfmer{lZ tPubJtc). 
:115. In the ApPl'Opriation "FederaiPunlie S~iceaQommisaion" ,there waa 

"& .modification under th~ head HD-Other ~rges" theeiplaDation for which 
was 4. unforeseen suspeD:&ion of certain examinations". en·".. &xplaineci that 
it was decided to suspend the competitive . exammatiolll 'feW the ,Intlian Civil 
Service and the Indian Police after the examinations held in Janua,y, 1941 
and()cto~ 1942 respectively. 1lhe deCision tDdo so waS' atliveda~ after' the 
budget, had. Qeen ,f~ed. . 



~, 
Seoretariat of the GD1'entof'-General (Refor",3) " .. 

114. The Com,mittee had no comments to make. ." 
MemO'Tandum on Denial a.nd other EZIJtmditur6 in Bengal" 

115. The Committee .next devoted its attention t.o the memorandum (Appen-
dixc X) relating toO the expenditure on the Denial Policy and .other measures in 
Bengal prepared b.y the Auditor General in respOnse to their· request ot the, 
previous year: An invitation had been sent to the Government of Bengal 
asking them to send ,a representative, if they 80 desired, - to represent their, 
case before the Committee when this memorandum was taken up. The Gov-
'ernment of Bengal had'replied saying 'that they, considered that the Auditor-
G~neral's .memorandum gav~ ~ ia:ir pict~e of the fac~ of the. case, .. that th~ir 
pomt of Vlew had been explamed m aetall to the GovernmeRt of IndIa and that, 
they did not" therefor,e, consider it nec~sary to be represented at; the-
meetmg. The Committee expressed their regret at not having the opportunity 
of the Bengal Government's viewpoint being' explained to them at first hand. 

116. The expenditure on behalf of the Central Government in Bengal could 
be broadly divided into three C8tegories-expendit~ on Denial, on woz:ks and 
on refugees and evacuees. As far ·as, the Denial, measures were concerned, the-
view of the Defence Department was that, having regard to the very inadequate 
staff at the disposal of the G.vernment of Bengal, the extremely short period 
of time within which action had to be taken and the necessity of making imtne-
diate 'compenS4tion payments both in order to enable the villagers to m&intain 
UIemselves and in, order to prevent relations between the military authorities; 
and the civil· population getting even mote strained thaD they already were, 
they could not regard the superVision of that Government as being so lax as 
to justify the (}overnment of India repudiating th~r liability and, that \hey 
were prepared to accept the debits raised against them. In regard to expentH-
ture on ,w~ks the view of the Wa~ Department wa's that, in the light of t.he-
c·ireumstances of the time and in view of. the extreme confusion which ne~es
sarily prevailed, there was not much more that the Bengal Governmenli could 
d'_, in the way of controlling expenditure on works than they actuoJly 'did . ., 'rhe 
works constructed had been inspected by the, Military authorities and th~ War 
Department were satisfied, by ansI large, that they had got value' for the' 
money:spent.- As regards expenditure on evacuees and refugees, the.Committee-
did not wish to discuss the question in detail as the mntter was Bub-judice,. 
there being a criminal case pending against' the Chief Refugee Adriiinistrator. 

,117. The Committee accepted in ,general the Audiior General's view of the 
si:tuat,i.on. They W8J:e relieved to discover that there was in fe.cj aomewha\' 
greater_ excuse for the &etions of the Bengal Governm6llt than they had been 
led last y~ar to assume. They agreed that. the. orders issued by the Government. 
of Bengal with the approval of the Government of India permitting a .free 
exercise of the powers under Rule 27 of the Bengal Treasury Rules were neces-: 
I8ry to meet the '. situation that had arisen but they were constrained to observe 
that there had been a flagrant abuse of the discretion vested in the District 
authOrities under those .orders., There was little doubt in their minds that very 
large sums of money drawn from the Treasuries under this Rule had ],lever 
been spent for the objects for which they were drawn and they felt further that 

~ no justification of any kind could possibly be pleaded for the neglect of such 
eleJDentary _ ~ancial. precautions 8S not taking receipts for money paitl or 
of keeping records of the names ~d addr~sses of people to whom·' the money 

-was disbursed. They' recQgnised, however, that their criticism of the" Bengal 
Go,'ernment should, becs.use .of the very difficult circumstances in which that 
'Government were placed, be tempered with leniency and they came to., the-
ultimate conclusion that no useful 'object would be served by pursuing this 
matter, further. a'hey, therefore, reoonimended that ~he debits now held 
under objection on this account; should. be accepted as ,a valid charge against 
~eGovernment of India without Audit insisting on too meticulous a. ful1il-
JIlent of nonnal audit tequirement&which in any case was now impossible. 
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Such recoveries as could be effected on a~count of the numerous instanc~ of. 
over-pay~ents, frauds, embezzlements and the like would,of course be -credited_ 
to the Central Government. • 

• 
ProceediDga of the Jll'at meeting 01 the· JImtar)' ACcounts Oommittee held 0Il_ 

W8dnesday, the 8th August, 1945, at 10·80 A... _ 
"- PRESENT 

The :Honou~abte Sir Archibald Rowlands, K.n.B., 
M B E F· '. Member -. . ., U?-ance . 

Maulvi Mobam.mad AbduV Ghani. 
P_tmdit Lakshmikanta Maitra. 
Kunwar Hajee .Ismaiel ~li Khan, C.I.E., O.B.~. 
Sir Cyril Jones, K.C.I.E., C.S.I., I.e.S., Finance 

Secretary. 
Mr. C. M. Trivedi, • Kt., C.S.I., C.I.E., O.B.E.,' 

I.C.S., Secretary" War Dep~ment. 
Mr. Mohamad Ali, O.I.E., O.B.E., Jrinancial Adviser, 

War and Supply. 
. 0 B E Addi-Mr. M. R. Coburn, C.S.I., C.I.E:, .,., 

nonal Financial Adviser,We.r and Supply. 

} 
1 

Chaimitl". ' 

, Mr. 'A. Subrshmanyam, M.B.E:, Deputy Financial ~ .. 

. .,. 

Adviser. 
Major Genera~ n. E. Roome, 'C.I.E., M.C., Engineer-

. in-Chief, General Headquarlers. . 
Mr. A. H. Wilson, O.B.E., Military Accountanti' 

General. 
Mr. L. M. Ghatak, Additional Military Accountant 

General. ,-
Sir' ,Kenneth Mitchell, i C.I.E~, Chief Controller of 

Road Development and Transport, Department. 
of War Transport . 
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. ~. V. D. Dantyagi, Additional Director of Audit. War and Supply. 

~ . 
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At the commencement of the meeting the Chairman suggested that it would 
be advantageous if the Committee were to alter the usual procedure adopted 
in the examination of the documents before them' and instead of perusin'g 1J.te 
!Appropriation Accounts, the Audit Report and the Commercial Appen~ from 
beginning to enq., they were for the purposes of their examination to group to-
gether into certain well-defined ca.tegories the instances of irregularity which 
now were spread throughout the body of the Reps:>rt.· Such categories were 
broadly, S:tore AccoUnting, Works Expenditure, Pay and Allowances, and 
~JQi»enditure on the Acquisition of Stores. Apart from these categories there 
were certain other matters which ~cOuld not be 1!o classified and ·these the COIJ1-
mittee should look -into sepe.rat~ly. This procedUre would not only save th€ .. 
time of the Committee but would serve to cqncentate their attention Ijp~)r, 
matters of real importance by bringing them prominently to - notice. 1'he 
Chairman, further suggested that in future years the Audit Report should root 
deal with irregularities according to the Branch of the W'ar Department to 
which ,they related but that- the Report should be, so remodelled as to deal 
with irregularities according to tyPe, the particular instances being dealt with 
und~r each head irrespecti~ of thE' org~nisation in which th~y occurred. The 
~uditor (Jeneral concurred m. the -suggestion, and the Committee, after diacu~iOD, 



~so agreed. on the diStinct condition,howevel', that' ibe r~Dlod~ll~ .. ~of the 
. Audit -Report would in. no way affeot thepurpotJe which it .'W~8· 4.~liPed t~ 
Eerve and that the 'Repert would continue to supply tJ:J.e same ~~in t~e 
same detail -and with the same meticulous care as it did' a~ present. 

" ,'2. ~he-commi4tee lthen ;~on,iciered -the 'Ult\t"l'Ide~l.t,wi\h. ill :tPe. ii~~· 
ment of Outstantfuig<Reoo~ndatiQns ,and other lllI"~ f4eAlt with in last 
year's report. With reference to the paRD-ent h by the Government. of India 
it! _ the year 1942-43 to His Majesty's Government on account of the off~r 
made hI the forril~rto ~'Iuire full Qwuersh~p of all ind,~triftL~88e~ Cfe~ted j,n 
thla Q()UIl~ry at the expen~ of the latter on _p~nt ofh.I£ the cqst (which' 
is referred to in p~ragraph 3 6f the Report of the Military Accounts Committee 
on the &C~ounts _of ~942-43), it was stated that the ofter had not yet been. 
8ccept-ed but that, as the matter was still under oonsidemtiOn, the debit llad 
beellllllo,v~ to stand.' , 

3. OutBt~ding Item X o. 29.-The Committee had asked for. a full investi-
,gation mto the facts of the case mentioned in paragraphs 7 and 8 ~ of" the Audit 
Report Defence S'ervices 1{}44., A memorandUm ,(.t\ppen<lix XtIV) Was Rl!&Ced 
:iJefore the Committee the condn&icllS of ;wbich th~y accepted. 

Outstanding Item Nc. 30.-A report (Appendix XV) on tp~ s~~ of the 
. StonE, Organisation and~e meth9ds ~dop~d -for th~~etter ~~~tOdy .~nd: ,~ccqJ.lnt· • 

. ingof stores was placed befo~ phe Com;ni~ee. .Wi~h te8.~ .tQ ~e Stores 
Depot a.t Dehu -i.t' was s~1ie4 thf:\t it )Vas~hpPed to locate".!l tge·· titocJc:s in 

.. another three months and that the complete verification would *ll~~~fter take 
another six to nine mo~tp!). p!og.r8i~ h~ been dela.ye4 b~ ~ ~z:e' ias~ l~e.r. 

"'The Gf'IPmiUre were of the view that iIpprove~en~ in I)ehu' WB!' no~ ~srapid 
--as it' might fia ve been ~nd. that ~pecial e~orts s~o}lld be mp4e for ctheimprt)ve-
ment of the position at this ·Depot. -

Outstanding ,Item No. a2.-T~ CQmmi,ttee toQk IIoOOOWlt ~f the RAJOrb 
_ (Appendix XVI) on the improvem~nt made in the keeping ofiodividual 

- ~aecounts of personnel 01.l the W~1r 'System of ac.counting. ftwas 8~..that the 
'Mission of RAPC experts referred to in the Report 'Was now working in Lwknow 
:and it .. was intended to extend its activities to Ferozepore and J ubbulpore and' 
tbatit was hoped that the i"mprovenlentseffected by this Mission in our system 
a~ a.coounts would. help rapidt, to wipe o!lt the- arrears. The ,~ain ~cu1ties 
we,re the inadequaCy of staff ,and inadequacy .of accommodation. steps ,~ere 
being taken totrmn the staff ahd a number of buil~g projects had been sane-
'tion£dto house them. ~ As the activities of the pay centres would 'continue fer 
some COQS:d~ble time after the- ~r. the expenditure on the buildings' would, 
not be wasted. The Committee were of the view that it was most i1flport~t 
,that ,st! the 8R'e&rS, not only in the case of officers but ~80 in ,~e case of. 101t8, 
8houl~be disposed of before gen~ral demobilisatioo e~rted and desired tba t 

. yaCr more.. intensive efforts shoul~be employed to this end. 
OutllJanding Item Nu. 33.-The Committee tooJc nof,e cif ttl,s JJepqri 

(~pendix XVII! on the, newproceduJ;'ereg~ding~p~ati9Jl,~ jn~t?J'PlaijQn 
at headquarters m .re~pect pf rates ana cO&t.s' ofw~~ ~~J:tad p.o 1!emarks to 
offer.' . 

Ol'tBt4tld:ing It~\W-·No . . a:a.~T1t~ ~ toQk ltCoolDli of ,ihe :Repot$ 
Q~. G. (Ap~41ix X-VW) ,iubmi~te, to ~\m ~hat there waa",in aaiual.faet 
DO Aelibe1Jlte attempt .a,t41~Jltion of .the accounts hut.bat.the irregularities 
im~l shortcotnings i,n the ~~r Qf BQOO'¥lts we~ inevjW>1e .mesults. -of tDe tension 
Ibt. l'eeulted from t~·mva..s~qn sc~e iin April 1942. 

Ovtlt4,ntling . tt,em No. S7.-Tbe COJJlm~tte~ read·the Ieport~Ap~ndix 
Xpr) Q~ ,the ffl11ure .of certa.in fo~ations- to ~~ Otif, ,stoek YeriflcatiODS. 
With reference to tbe Il~atem~~in ,the l'eportthat frequetdi changes in 
stMf heci JP..i1ita.~4~i~t t};l.ac,9Jl~~ty ofstoa,-es administration.)t wile 
e~lainea~.h~~, aJthougb wdel-sbadheenissued --to ke6p trauiJf8l'8 at '6 
tni#imwp, it ,"4$ J);qt ~~l>\e ,tc) .ensUN gr~,*- oontinuity owing to ooangea 
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,ID,' staff, ,i~evii~W < rie, c6s-siMted. by pMm6trons~ i:epatria~ion aDd the require-
menta iSf 11e41.' s~tvice'. ' - , 

4. The War Secreta.ry ayolOgised" tottie Gonimit~ for the absence this' 
lear of the CommerCial Appenrux to tlie~Appt9pnation Accounts of ,the Deftsnce 
'Services ... He said ·tns:t 'tIle pr~paratiob of this d~ument haa b~n he~~ up 

_ owing 00: delay hi tlie stiomis&icni _ of pt<?d-uction acCounts of centnn mlht~y 
farms the delay being stated to be due to shortages of stafi and the great m .. 
cteagJ duririg the last two years in, the number of military ·farins. He };tad 
nbt acc~ted. the exPlanation offered 8S adequate. 'Further investiga.tion ink> 
tne cir(}urilstailces wh~eh led tlY this delay' was being made and he assured' the , 
Committ..ee that suitable disciplinary actio!! would be taken if this WBlftound 
t~ be necessary. He hoped, howe~erf t~ be able to submit "the Appendix .. to 
the Committee by the 24th of AuguSt. He also hoped that no recurrence of a 
tUf'se of this nat~e would occur. , 

'J,'he (J()$mittee desired it to be considered whether the accounts of tli~ 
Ca~en SerVices, (Indi~)8bould not "be included in the Commercial Appendi;t 
ih future years Sis canteen -stotes h~ now Deoome a responSibilitJ' of Govel'tf-
ment and as theoiganisa~ion was run ona cOmmercial basis; 1£ it ,was not 

, found 'possible fot: any l'¥.!ason to follow'this course, the Commiftee desifud that" 
thesl: accounts shoufd at any rate be presented to' them in some form. 

5. The Committee then passed on to a consideration of the Appropfil:ttion 
.Accounts. With reference 'to tlie payment which Jmd to be made for' Canadian 
Motor Vehides mentioned in' paragraph 4, it- was stated that the question of 
securing tne' benefits of the Mutual .Aid Agreement .retrospectively 80 88 to 
obtain some abaten.;tent 'of this payment was still under coD.sideratiozr. 

6. The Cominittee then consjdet'ed the case of the air l1eld m North-Vi est 
India reporied ill paragraph 1:3 which wss~bsndoned4g itw&.s'disco,\"med 
daring the course of construction tha~ 'the' site was unsUitable owing to tlie 
ext:Teme softness of. the soil and the impossibility Of 'draining it; satisfs0torJ1y. 
:It wag stated that the facts. of the case were tliat it was dedded in DecerulJer 
194} tocon$uct a Bomber air field lit Baleli near Quetta' and a satellite 
air field at Samungli a few miles aWay. A proper inspEiction tea~ was not 
Sent to select the Site as such a proCedure was not then iii force' hut a Slb.gl~ 
on. A. F. officer selected the site. In December 1942 a report was tec~ivea 
ttnli the site was unsuitable in the sense that it eouid be developed only at 
treat coSt out it was neverthelp.ss decided that, ~S the aerodrome ~as reqUired 
for strategic reasons, the extra &lst involved ,should not prevent 'the cbrist:ru(~ .. 
tion of the air field. 'In Jun'e 1941}, the ,strategic situat~onhavmg undergone 
a' ebange and there being 00 further' tneriace from the Nofth-Wesl, jt ihis 
decided t<> abandon Baleli and to develop Satnuilgli as a'Bom6er- ~erodrottle, 
it )laving been e"entually settled that a satellite aerodrome wru; m~ necessary., 
It "'.!is not known whether th@ aerodtome lmd even been occupied.' The Com.; 
mittee considered the explana~:m given as unSatisfaCtory, 
• - 7. In e~a;pation Of the actuals for the year· proving ~s. 61 crores n;gl-er 
than the modified Appropri~ion, it was stated that approximately Rs,.40 crores' 
(lut ot. 'this was due to'the adjustment made at the time of finally Closing'tht\ 
accounts (December, 1945) on account of Canadian Mot.or Vehicles. This 
left 8)'1 excess of Rs. 21 crores which. compared with the total amounts hi-
vWv,ed.was MOt, all unreasonable d~viati()n from the modified Appropriation. 

· 8. With reference to item 10 in p'srt I pf Appendix 'A' (Statemen~ of toSS 
d cash, overpayments, ete.), the Committee enquired why rio effort had bee'~l 
made to ,recover the -overpayments. U'''was stated that the payments were 
made through a misu~deTRtanding of orders and the officers haa' received them 
in, good faith. The Committee wete of the view t1!at it was not enough justi-
:fi.c8.~on towRive 8 recovery that' the ovetpayment bad ,been reCeived' in good 
faith, that an overpaymerit -of money to a public servant sDoulc;l be regarded, 
a~ 8 debt owed to Govemment and that tdl possible action should be taken to' 
recover it with deepatclr. ' 
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9. With r~ference to item No.7 in part II of Appendix"A', the Committee 

desired to point out that infructuollS expenditure was not t:.eally a loss .:md, 
though Audit should bring such expendi~ure' to' the notice of the CopmU ttee , 
it was not technically correct to include it in a statement of losses. 

. 10. The Committee then went on' to the Audit Report aud devoteditB atten· 
tjon first to matters relating to StOre Accounting. With reference to ~arairaph 
89 of the Audit Report in which it was itated inttlr alia that in 124 f6rmatlvns' 
stock was not verified in the year 1943-44: and that in one of these fo"tDlatlons 
no verification had been conducted since ,1989, it was stated that1. as-the Com:-
m;ttee were aware, the general 'caqses for suCh tI state oj. affairs were the rapid 

. growth in t~e volume of stores, lack of staff, lack of space, etc., but that thare 
had heen gradual but general improvement.· The Committee, while accepting 
the force of the various facto~ mentioned, felt that, for example, in the case_ 
in which no verification was conducted since 1939, which was a peace year, , . ' 

thec;e explanations would not hold good. They were inclined to suspect' tbafJ 
it was possible, that part of the cause of this long-captinned state of affairs 
was the lack of -attention of ·the staff f,owards tbe discharge of duties the, flJn 
;mportance of which they perhaps did not realise ana fio suggest that the 
insistence on stricter' standar4s of diligence and their , enforcemen~ throug,h 
qiscfplinaryaction might well result in more rapid improvement. 

11. With ~ference to the .comnlenta at Audit in paragraphs 5 and, (j of' 
the Report with regard fo() the unsatilliactory state of stores and-other accounts 
in Parks, Depots and Gamsons and on the War Emergency Works procedure. 
the ~ngineer-in-Chief stated that the defects pointed out were due in the main 
to two reasons, ~t1y. as the Committe~ were already aware, to the lack of 
personnel and, secondly, to the atte~pts. made till lately to carry out- the 
complicated prooE!dure appropriate tio times of peace and not tio tim~ of war. 
The Comlnittee while appreciating the serious nature of the difficulties with 
which the Engin,ar-in-Chief had to contend, .considered tnati the reaRons 
ad~ueea by him were not sufficien~ to explain tlte lack of such elemenbry 
precautions as the taking of receipts fram contractors for stores issued to ~hem. 
Thpy were of the opinion that the orders issued with regard to the procedut"e fo 
be followed in accounting <?f srores and in sanctioning works, was Bufficien£ if 
cRme-d out to p~event the- kind of irregularity wnieb had been brqught fit> light 
in the Audit Report.' They felt thai the real difficulty was that these crders 
were- noE obeyed by the subordinate Engineering staff and suggested that s~me 
means should be found of enforcing more adequate discipline on them. 

'nl£: Committee also ob,arved that in the absence of oomplefe an~ ;,enaci 
8~ accounts in Parks, Garrisons ete:, it would dot be possible to ascertain . 
the recoveries due from cpntra~tors, to compile contractors 'ledgers and the 
eons~ctione.l accounts, nor to 'prepare the. final Bills. They· des:red tbe'efore 
to emphasise the immediate neceRsity or taki..-ig all pOMsible stepR to put right 
t~e- stores accounts in the M .. E. S., ' 

12. The Committee then went on to conside~ matters conoern-ed with Pay. 
and Allowances. With refe~nce to the statement in paragrapb -S3 that in on~ 

, DPpot the outstanding, debtOr balances at the en~ ef August 1944 aggregated 
~. 40 lakhs, it was explained that this figure did not really represent the 
trup position. It often quite unavoidably took a ~ry considerable tUnt' for 
Part II or~rs affecting increases in pay and the like to 'reach aooounts officp.s 
from operational areas though the personnel cf;>Dcerned began to draw advanc"3s 
of paJ at the increased rate from the date of the promoti()n. It neceasarily 
hR.ppenedthat till the receipt of orders ellhancing the entitlements of I:;uch 
personnel, their accounts might show debtor balances, but it might wellhapnen 
that individual debtor balances would be converted into creditor' balancE'S wl1en 
\he ot"ders arrived. It was also the practice, if theacoounts remtllnE'd con-
tistently o,verdrawn, for the C. M. A: to ask the Commapding Officer d the 
~son concerned either to limit advances drawn or to reduce family allotments. 

la . .with reference to paragraph S4 in which it was stated t'hat in qome 
• 



~ases trav~lling allowances were paid on "circumstaneial evidence of jOllrnell 
. Ilaving been perfonned",. the Gommi~tee were of the view that circumstanciai 
~ridenca should no~ normally be accepted in matters of this kind. In the . . 
.particular circumstances of the case under discussion, nowever, they did not 

""bbject to the paym~nts having been made .. , ; 
14. 'With reference to ~he non-recovery" of rent on tresidential buildings dis. . \.. ~ 

,cussed in paragraph 16, it ,was stated that the real reasoo was t~' absence 01 ... 
, Occupa.tion Returns though Station Staff Officers had sufficien~ data from which'" 
. to furnish such retum,S. All revised and lSimplified procedure iIi this nmttier 
--'lad now been laid dow~ whicb, on the one,hand,sjmplified tile recovery of the 
:rent by regl1cing such ~coveryto -a flat rate ,and, on the other, simplified the 
:!c..'f;ual returns. It was not possible to ascertain ~he total loss to Government, 
by non-recovery of rent but the Commit~ee suggested that, in order to give, 

·,-them an idsa of the totalloss involved, a report should ~e made to them on ~he 
~asi6 of th~ loss to Government in dDe station-say Meerut. .. . .. "" 15. The Committee then discussed the Lorry Group Scheme [paragraph" 
"7 (b) and 10]. The War 'fralli;port -Department did, not· accept ~he statemeni 
'~b8t the charges for the lorries supplied were found to be ,much in excess of the 
, '. . ~ . 

t'8te&-> allowed to tha contractors or the rates whicli would have been paid by 
"Government if contractOrs had 'made their own transport arrangements. If was 
.possible,' however, that work involving long leadlil, an4therefore more profitable. 
·was done by the contracto~, the short-run¢.ng being done· by lorries under ~e . , . 

LOITY Group Scheme thus enabling the contractol"$ ~o 'pay less for th~ tranl. 
.port, but it was impossible to measure the extent of the reduction. War 
Transport Department _however claimed that the Lorry Group -SCheme ,!l~ 
.kept down the general level of rates for transport. 

With reference to paragr~ph .10(2) whj.ch stated that the mileages (on which 
mamtenance contractors were paid and the ownerS of vehicles were giveu • 
bonu~) 'as certified by the officers engaged by. the War. T~nsport . De~ar:tmen •• 
!'Were in excess of the mileages actually done" It was explamed that this J.Oatter-
~ as under investigation by the police. Also it was admitted Jihat the figure. 
tor the cost of new parts used in the repair of the vehicles at this aerodrome. 
wh~ came to,about Rs: 2,000 per vehicle, had only one explanation, namely, 
,tlhat'there had been some dishonesty somewhere. ' 

#'. 

- . 
16. The Committee, noted that the procedure 'adopted for determining th. 

litlbilities qf His Majesty's Government and the Government of India t:nder\ 
,the financial agreement remained the same as before. ' 

'17. Ca)}teen Service8 (lndia).-It was explained that before the war the 
<canteens were run by a Syndicate of contraetors which was' under an agree-

- ment with Government by waic-h the latter had the right to take' over the .. 
S)ndicate in time of war. Government exercised this option in 1942 as it was 
found that the Contractors' Syndicate could not give efficient service because 
of Jack of capital, of business resources and of the difficulty of get~ing good. 
frolll abroad through non-governmental chaDIlels. The Syndicate was' now 
run on a commercial!. but no-profit. basis using government ca.pital which 'is 
lp.J'lt, to it at interest. _. A small profit was howev~r being made and 50 per cen. 
of it was being put .Into a reserve to meet" terminal losses and cas& of wir.di~ 
'Up. The total turnover per annum was about Rs. 20 crores and two fo three' 
months' stoc'ks were held in hand. One term of the agreement with the Syndl .. 

.. :~ 



·8 
~di .. ,:.!:~.tb.:~"' ~ ~~tock.~~~,· ~t,hali~J~ .over. w~~",~:~,1:l~~. batOC,}~ ~ r!hb"e' 
. uo~ lJIlOllgu Wle' ViUue' aVe mcreaseu Ill' lill~ . ~an· ,lme. .&: e· 
itoclt taell over Walt{ . 'Valu\td -at 1t's~, 24', bdcblr and it bal b~n ct~i~ that' tie' 
d,=fJerence ~etweenthe. 'values at the time of taking over and' at *8 tim" of~ 
hhll4IDg baek should be debited to General Revenues. , ' . . 

The Committee, accepted the prin'ciple that a part of the profit made mould. 
go to a reserve fund but were not satisfied tbat the aUo.ca"tion of '00 per cent 

. Of t~e' profit' was ~ sufiicient 'for' tlljs' putpose. They d~~iTect· that' 8. detailed 
"inve~tigation sqould" pemafte into the .aIbount that 'would be required for 
• meetinK these losses and, that a" more scientific basis for allocation to· l"eser-ve 

shoUld be wotked out. They furfhet saw no justification for debiting to General 
Revenueli th~ di'Betenee l\etweell the value of &oks taken over and haJlded 
. back, which would' h~ve to be paid to the Syndicate .. They considered flJat 
thissbould he, a charge against the .. profit mage by Canteen Service~ and" 
desired that ,the ordera on the subject should be reviewed. A ~port on the-
at'tion taken would be' welcomed by.them next. year. - . 
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:/3applll DeparJmenf 

l~. With' referen~e t? outitandina items po. U and 25, the Com~t~ 
.took nete 'Of ~he·two reporia (Appendix XXI and appepdix XXII.) on wh~ch It-
had no remarks to ·ofter. They then went on to' consider in conj!lneijon with·, 
puragraph 63 .of 1!he Report the note (Appendix XXIII) on lease'-lend accoun~. 
The Comin!t~ee .. wf:re pleased to ,learn that the pew system qf lease-lend 
a.ccountin~, which ~ad. been estab~hea a~ter co~iderable . diffi~ulty , tl.~d 
suc<1JlSsfuUy stood the test of practice but regretted that itS efiectIveness had 

~ to f;qme extent ~een_ vitiajied ,by the failure of the executive and administrative-
~~JthoritJes to observe some. of the prescrib~d provisions .. In particular, ~lle 
Committee were disturbed- oy the fact that substantial recoveries were stilt 
due to l$e e·tlecWd· for stores consigned ~ private parties. It was stated ,tnat{' 
instructions hl;\d be,en issued to all cori.trol~ing 'Offi<;!~rs that future indents fr()m 
habitual defa,ldters should not' b~ accepted ora depOIJit of the lull value or a 
bunk guarantee should be ,taken. As '8.. further safeguard against ~defaul', 

, ordE>rs had recentlr been issued' for ~e black=listing. of defaulters. Th~ Cow.., 
rlJ.jtt~e Hoped that, these instructions would be strictly ]ollDwed. .. _ 

~9'. The Corninitteethen went on to cOll8ider the ~emoranduni (AppeudlS-- . 
4XTV) presented 19 jt explalliing the nature and scope of the ac£ivitiesof. tl~e' 
Supply Departmentduririg the year 1943-44. It w.as . stated that.c oWing, to 
the reduct jon of milital'j' demands, the break-clause might have to -be invOKed. 
in a llumber, of contr8c~s. Steps ~efe in train to limit losses on cancellatioh, 
'to the minimum. The break clause ,period had been reduced genera.lly from 
six months to three months;· but, when the cycle ofinallUfacture, was snorl, 
jbeoreat' clause period was even smaller. A speciaJ orgamsation had been set, 
up to study the p~blems of large sC8]e cancellation of contr~cts. The organi., 
cation re-viewed all conkacts and gave the necessary orderS. to all DirectorateS. 
'fwo Liaison Officers~had been appoint-ed, ()ne with the D. G. M. P. and anotb~l' 
with the D. (f. S., t<> see t·hat the officerS' Qf this orgarus~ion' were carried out.-
Compensation is Settled in negotiation with contractors taliliig into·· ~onsftleta
:liOll, the value of ra,.w materials pfooured for' the execution of tlie contract or 
*orln~ in procesg. Where there is a eivil d~i:!land for the, -stores on orner, tHis 
fac!-Or i~ taken into. aC,cou,nt in determining c~i>ensatjon. Technical. ana' 
costs officers are used;.where necessary, in the settlement of claims for com-
Pensation. - St.ePs were. also _ ~eing taken .on the mili~ side' to ensure tb~, 
plans were kept in readiness for the cancellation of oMerS immediately on the 
cessation of the war witb Japan. .' . . 
, The Committee enquired 1Vhat steps were being taken to lielp such produc-
tive cap~city as was rendered surplu~ to military rt~quirements to convert itself' 
to meet tqeneeds of the civil population. It was stated that the SuppljDe~ 
partroent acted in this matter in close liaison with the Industries and Civil 
Supplies Depattinent and the Provincial Governments'and that ~t was. ~rranged 
thflt firms whose contracts with the Supply Department had terminated Should 
eontiriue to get the -necessary priorities in fu-anspoft arid r81t,..lDaterial so ris' to 
enable' them to meet civil demands. In the engineering industry it has oeen 
:1!"1'anged. that '. t~e military deman~~ wou~d be replaced by the' backlog oi' 
Government CIvIl orders. The poSItIOn With regard to such basic materhls, 

4IflB. steel, timber, coal, cement, etc., was reviewed, at .. regular intervals and' 
q~an~it!es, i?cre~sin~ as war orders tapered 'Off, were earmarKed $'ecifically:-

. for CIVIl requlrements. - , 
... 2? The Committe~. the~. went on t~ consider Al3pendix :C'to the AjJpr~ ... ~ 

P!latlon 4ccounts de~lmg WIth the Central Disposals Organisation. AIthougn, 
the ~tal tur~ov,e.r durl~ the year. amount~d to }ls. 207 )akhs as compared with 
~. 74 l.a~hs In the prEmons year, It was stated that the vilS"t majority of articles 
,dealt Wl~Ii \\fere really salvage and not surplus dores in the proper sense of the 
term. No appreciable amount of stores had as yet been rendered surplu~ liul 



~ 
.~e War Department was now engaged on m.aking an ~stimate as to when, 

what and how many stores were expected to become surplus .• It had been 
·-decided that the disposal would be through . the re~ar tr$de . ohann~1s and 
would be so phased as. to cause th~ least disturbance to the Industrial Q·nd 
.oommercial life of th~ country. .... 

'AI. In -examining item 5 of the Statement showing details of .items of 
.a gTa.tia. payments (Appendix 'l)' to the Appropriation Accounts) j.ft which an: 
,tem of Rs. 5,11,259 paid on accounfof increased premia On War Risks (GoOda) 
Insurance which a mill ~ad tQ pay was inclu(f~ as an ez grati&paymen',the. 
point was raised that t~ should not be regarded '"8S an IJZ grtltia payment at 
.g11. It was suggested' thh.t the correct principle was that, if ooata were incressed 
~r decr~ased by an Act of the'Legislature, the contract price should be corres-
tx>ndingly . varied. The Committee agreed that that was the correct prinCiple 
:an~ that in future a clause embodying this_condition should be lncludedas 
:a lltandard- condition of all contracts. '-. ' . , 

With . reference to the point raised iD paragraph' 43 of' the Audit R ~port 
the COmmittee approved the basic principle that in fixed price contracts ,z 
.9ra.tia payments sho~ld be limited to the actual 1088 mcurredby contrf.ctora 
as proved by documentary evidence as far as possible· and that the unforeseen 
-circumstances, element of profit in the original quoted prices should not be . 
,ufeguarded .. In cases, however, in ·which a tender~r had m,ade too low a 
tender through a bona fide mistak~,. this limitation need not be enforced Rnd 
the normal rule should be that ez gratia payment6 sha,uld be made up to the, 
limit of the ,difference between the accepted tende'r and the next higher f,ender. 

22. The 'CommiAee then went on to consider the Audit Report. '\\ 'ith 
treference to paragraph 50 the point was raised why ·}OO per cent advance 
p:iyments to contractors were still made on inspeQtion and proof of despat-ch 
-and why a percentage of dues could ,not be held .up till' consigne,e'a receipts' 
'Wert received-. ,It was stated that this matter had been exambted by Govern~ 
'tnent last year and It report had been 'made to the Committee. The ~y8tem 
-of 100 per cent advance payments was introduced o~g to the long' del aYE in 
t"eeeiviIig consignee's receipts which led to corresponding delays in payment 80 
·ths:.t} contractors were left without sufficient funds to meet their obligations. 
It was found that even with a system'of 90 per cent advance payments oom-
oplaints were continuous and that contractors were putting up prices to ta'k@ 
..Recount of delay in payments. It was stated that on the Stores side advances 
were except in a few cases such as fabrication of steel not made in respect-of 
expenditure incurred by contractors during the progress of manufac€ure though 
,such advances were usual on the Works side. The Committee considered that, 
as the system of lOO'per cent advance p8yme~:its bad obvious objections, the 
Department should consider once again,' in view of the volume (f contracts 
-havmg been r.educed, the desirability of reverting to· a system of percentage 
>~dvnnce payments. The Committee also desired the Department to consider 
.whe~her it 'would not be beneficial to introduce a system of advances againsti 
manufacturing contracts in cases when the cycle 'of manufacture ~as lor.g in 
.the absence of which It was likely that contractors would recoup themselves 
for borrowed capital by charging prices high~r tpan they would if Government 
provided part of the working capital in the fonn of adval1ces. .. 

,28. The Committee- then dealt with paragraphs 44 and 45 of the A lldit Repori 
which commented on cases in which certain firms. had succesS'fully resic;ted 
a detailed cost investigation. It was explained that it was not certain that· 
~ostiJlgwould have been to tne advantage of Government, that it was doubtful 

;H . technical cost-accounting staff was available for the purpose and that the 
·'dem'lnd for the articles in question was so great that it was con8ider~d advisable 
-not to alienM~ the sympathies of the finn by Insisting on cost investigation 

.' . f!gamst its will. The Committee were of tne opinion that, the De-partmenti 
. lla.ving demanded cost inve'6tigation, it should be 8ssumed that it had been . 

.decided after mature consideration that such investigation was <Iesirable and 
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"that sta,fi was available to U1!?ertake' it. . They did not, further, consider. tha 
fear tluLt the co-operation of the firm would be lost adequate justification for 
not insis~ing on cOlllpliance with a legitimate demand. They suggested lor 
futl!re gUIdance that If a firm refused to agree amicably to allow jta boob to 
-bo ms~ected, the ample powers which Government possessed u,pder ~he Defence 
-of IndIa Rules should unhesitatingly be exercised. 

24. The Committee then considered the' C8Se reported in paragraph 41, vf 
the~udit Report. The 'facts were that an Indian company had be~n fonned 
J>ythe combine of ~'British aod an American firm. The capital 'of the llew 
venture was Rs. 27 lakhs and an amoun~ of Rs. 30 lakhs walT aaded on accoun • 
.of goodwin of the two Plrent companies.' This goodwill was permitted to be 
induded as a part of the capital employed in negotiating the propt margin to 
be allowed on Government orders. It was argued that, if, account h&d not 
heen taken of this goodwill, the new company would have had to make certain 
payments to the_parent companies for the use'-of certain patents owne( by the 
-latter and that this would have meant an increase of costs which II)ight" have 
been greater than the price allowed on the basis of the' inclusion of goodwill 
in the capital. The Department. had, however, made no cafculations in order 
·to discover which method was the cheaper. The Commit~e were of the v!ew 
tha,t in assessing capital for purposes of calculation of profits share capital waa. 
·entirely irrelevant and that the only kind of capital 'which should be ~ken int.o 
!Consideration was the value of, the block asse_ and -working capital. They 
'Considered that there was no justification whatever for including goodwill as an 
item of ,capital even in the case of an entirely ~w company which might 
llctl1any have had to pay for goodwill and there was, theref6re, even lesB justi-
fication for having allowed goodwill, to be taken into account in the cir-
camstanoes of the present case in which it was clear that the value attached 
to goodwill was purely artificial. They' desited to· emphasise that they held 
very decided 'Views on this point and trusted that, if a similar cccasion al"'~ 
in future, .full regard would be paid f,o these views. ' 

2o, With reference 1;0 ~he case· reported in paragraph 4Q of the Audit 
~port jn which the prices for orders in 1944 (which had been reduced in com-. 
p~risoD with previous yehrs) were still expected to yi~ld a profit of .. 11 per cen_ 
on the turnover and'""88 per cent on the capital at charge, it was stated that the 

. figure of 88 ~r cent was not quite correct as it had bettn cal~ulated withoul 
dedl)ction of the amounts payable to the holders of patents which should hava 
Deen properly excluded ,iu the compilatidn of profits. NQ estimate of the 
Amounts payable to the' patentees were however available. The Committee 
considered'that the profits allow~d were unconscionably high and that it was 
immaterial what charges had tb be paid to the patentees for, if these lat~r had 

. not agreed by negotiation to .limit their charges to a reason~ble figure, 1t "~i 
nlwavs open' to the Supply Department to ·use the powers It possessed under 
the Defence of India Rules to utilise' patents without compensation. The 
Committee felt that a somewhat more frequent use of these rules would have 
proved in the past and migh~ prove in the futl!.\"e beneficial to the interests of 
tho State. . ' ' , 

• 26. With reference to paragraph 73, whi~h commented ~n the delay in: 
writing up block accounts of capital assef.s (such ,~s balancing plants and e(luip--
ment) paid for by Government but kept in the custody of private firms em-
ployed on Government work, it was explained that. whenever sucn an . issue 

~ was made, acknowledgments were always received by the Ordnance Factories 
Directorate but that it haa not been found possible f,o write up the -recorda 
nud keep them up-~o-date. The. Committee considered tha~, in view bf the 

-diminution in. government orders and the> consequent cancellation of contracts, 
it wal very import.ant t.hat complf:fe, up-to-dat~ and easily accessible records 
should be maintained of too equipment lent to contracto~, as otherwise the~ 
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was ~~8iderab~e; danger either oi the equiJlm.~nt no~ ~~m., .reQOv!red:!"~ all or' 
of it bej.n, used for considerable periods free of eliarge by tli~ contra.ctor~. . I 

. / ." .FuH' fJeparinien."t . 
. 27. lri~id~tal to a .. discuSsion on paragr&pb .IS of 1he~. Audit' Beport the 

Director of A'iidit stated'tfiat it twksiX .montas for the Department concerned. 
~ accept as correc~ the terms' of this' paragtaph. The Audit Hepor~ contained 

"~only si8tement~" of fact and· it should ~be possible for "'the ilepartment, ~ whom. 
. parqt'Sphs of the Report were· sent for accep~nce,' either W accept them Qr 
~ to glvethe.ir version Of ~he' faeta within a mu ... shorter ~riod. There was' a." 

tendency', ainOrig departuleil1ltr. tQ inkod~ce .explanations of irregi.llari~8 and B· 
dPsaiption. of the .s~jis taken' ~ prevent their rec!F'ence whicllw8s· out, of 
place and t.ftis tendency gave rise to -a considerable aIlWun~ of UlUleooasary 
cOrre&pOndenee before tile final rorm of the paragraph was settled. TheQom-
JDit,tee agreed that delayS of this kind· were· undesirable and_ should be avoided 
and suggested thttt no more than a period of siX weeks should be ,Bowed to the 
Departments cOncerned '!o aceept or to modify the fonn of the pamgrapha. 
scnttJo them for 8'Cceptanoo. If they were unable to do so within the prescribed 
Jiine, Audit would be justified . in; 1lreatina its own draft as fiual.The CoJl)'-
ruitt.ef' alSo hoped that it would be possible for the Financial Adviser to finish 
higrenew of the Appropriation: Accounts by J'&lluary so as to enable the Aud~ 

"R"port ~d' all' other cOrin~cted $loeumen1fs to be publisbed in time.' . 
. . 28. Withrefeience to paragraph 76 whiCh stated inter alia that iJi~enain_ 
cOntracts wairan£yperiods wer~ prescribed malting the coritraetQrs liabl~ W1" 
~nj" deterioration of food stuffs during those periods but that no safeguara, had· 
been. provided to ensure recovery from the contmct:Ors in case It beca~ ,necci-
sa:ry to do 80, it was8ta~d that orders liad been very reeently passe~ ~ tne 
efJe<-t . thai the security of contractors sbould. not be .retni:ned inunediately OD' 
the completion of- the 'contract but should be witheld for tb~ period of warranty. 

29. \Vith reference' to tJie ease in wmch conSiderable loBses were incurred. 
inconnectioJ;l with .the scheme fur .the supply of briquetted nl:1ts. an~ raisina. 
it was stated, that the normal proced~e. ~as. that before. jt was decided to intro-
duce ,~ny ration a report was, called ~~r fro:rp the medic~l authorities abou:t, ~ts 
nutrjtiQnal . v:alue and genersl sui~bility. The seconQ itep was that sampleB. 
Qf tAle inten~d ration were taken and examined by the Food inspection Organi. 
sation before any contr:act was enteredin~. Also a warranty was. taken from 
the eontractors. regarding the quality of the, ration. In ~his particular CAse, 
however, everything ~~s aoti~ in So great a hurry that the 'regular 'proc~ure 
. was not folfowed SO that neither were the medical ,authorities ooilsulted nor 
W'lB a warranty taken. The samples provided harlan proved to he satisfactory 
and very po,pular and it was' only the subsequent supplies ~hich had had 'w be 
re~ted. The Committee conside~ed this a most unfortunate case but acc~pted 

·Govemment's .fin~s that responsibility for tlie loss could not be plaoea on 
any individual Officer. . , 

Proceedmgs of' the thirci m~tmg Of ilie Kin~ ACcOunt. OOmmlttee hetd· ." 
t'riday, the.3lat August lM5, at 1 p~ K. (in Oommtttee Boom .0. 6". 
001UI.Cll House). 

'Mle Honourable -Sir Archibald Rowlands. X.C.B., 
M.B.E., Finance Member,. # Chairmafr, 

MaulVi Mohammad Abdui Ghani. ,-
:Pahdit Lakshml1uinta Maitra. L, 
1tun~'ar Bajee ismaleiA:ll Khan, C.i,~ .. , O.B.,E.} Memb'T*-
Sir Cfiil Jones :K.C.I.E~, C .. B.I., I.C.S., Finance I· • 

&CteWy. I 
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:'Si.r.C. U. Tri¥~<ij. C;~S.I., .. C.r.E.,;).B.E.,.8ecrt\~ry, ~ 

Ww;De~t. 1 
:'-Jr.M~mInA.dAli, C.I.;E., O.·Jl.iE., Financiai_ 
,4dyjp6l', Waran4 ,S~ppLy. .,-

Mr. M. R. Cbbum, C.S.I., C.I .. E.; D.B.E., Addi- t 
F.ion~l Fina,ncial. Ad.v~s~r, w~r. aq~._ Sl!,pl!. '. 1 

'¥r~ A. Sypral;lD;lany~am,M.~.E .. ,- P~j)p~yF~~!!l;l t 
Adviser. - . - . .. 1 

:Mr. ·i:- II.' .Wilson,· D.B.E., Military Accountant 
General. . 

Mr. L. M. Ghatak, Additional Military Accountant ,~ 
'~General. J 

:Brigadier G. L .. Lillies. Dir~tor of Farms. 
sir Bertie-'Staig, C.S.I., i.e.s., Auaitor Gen~ral of India. 
Mr. S. C. Gupta, 'Director of -Audit, War and Supply. 

... 

.. 

30. The CommitMe reviewed the-Commercial Appendix to the App.:opriation 
Accounts of the Defence Services for the· year 1943-44 atld the Audit Report; 
thereon. With reference ,to paragraph 5 of the Financial Adviser's Beview, 
.which 'stated that the Okara F:arm ,had been ope~ted as a separate concern 
up tin the 31st August, .1943 after which date if was merged. into the Mi4tary 
Farms Organisation of the Northern circle, it was stated that th~ reason was 
that prior to this date the Farm was rna as an ordinary agricultural farm but 
later on it· became a dairy farm like the otners for the production' of milk on a 
.Jar~e scale. With reference to t!le remark in para.gt'i\ph 8 of the Review ~hat 
the net loss of Rs. 80 l,akhs shown by the Farms was not a loss in' the cammer-

,ciai ~ensej jt W8i; pointed out that what was meant was ~hat all of this amount; 
was not a loss. About 'One-fifth of the issues were made on' payment and the· 
"oommercial loss could therefore be assu'ined to be about Rs. 6 lakhs. J~ was. 
'further eiplained that the figure fot loss wa'8 inflated because ·of th~ practice 
followed regarding depreciation. Two-thirds of the' value of live-stock was 
·,,-riften-off within the first nine months and the entire cost of the buIldings 
was written-off over three years. This practIce oeviously tended to increase 
the debit side of t.he profit and loss account during a period elf rapid expansirn 
,such as the Year under review. 

·81. The Committee _were of the view that duririg the,.,year under review 
the issue prices of the produce of the Farms . had been fixed at a figure lower 
than was justjfied by the costs of production and trusted that this error would 
be rectified. -- They were fortified in this view by a comparison of the rat!)s af; 
which the produ~e of these farms was sold with· the price charged by private 
firms· for produce. of comparable quality in places like Lahore, Calcutta and 
'Delni. The Committee" also desired an examination to be' made of the utes 
of depreciation as they 'Ye~e incline~ to the view that these' might possIbly be 
too large. The effect of-depreciation at -too rapid a rate was not only to ipcl"eaf;e 
loslles in ~riods of eXP8Jlsion but also~ by reducing the book value of __ capital 

t'8ssets below their ,true value, t.o redU('e artifioially the costs of production i!l 
'later years. As the polioy ef the farms was not t6 make a profit the result of 
·tAlIs wOlild he to sl10w the future consumer to benefit at the cos£ of the Stare. 
"They suggested, therefor~, that if investigation revealed that capital ,\ssets had 
'been denreciated in the Rccounts more rapidly' than· was justified a 'revaluatinIl 
should be made and the capita] accounts writfep up fio their true value. 

82. The Committee obse~ed that the only trading acoount of mil;~~~ 
farms. whIch was furnished in ~e Appendix was a consolidaied 8cct)uni of all 
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lanns. As-, the n~ber of farms had greatly .jnerease4,_ they desired ~at· 
separate taiding accounts for farms by Commands or Circles should be fur-
nished in future in order to enable them to see which -set of farms was being. ... -- -run at a profit and which at a loss. This would enable ~hem to exercise better-
. -tro1 c?n ,,-

- , . 
83. Tha- Committee then took into oonsid~ation a note. (Appendix xxy 

presP'ftted by the Military Pmanee Department as required by ile Commi«ee-
in paragraph 14 of these proceedings. - They had no remarks flo .'Offer thereon. 
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• 
grA'm:dN~COMPARING EXPENDITURE WITH GRANTS FOR 194344 

• 

No. aDd Name of Grant 
or 

Appropri&tion 
Grant or 

Appropriation 

PART I.--CtvIL. 
A.-EnWlm:rrbB. MET nOli 

a-v.WUB. 

t. Customs 
N 0.-,,0te4 • 
Voted 

I. Central Ei:ciae Duties 
Non-tIOkd 
Voted 

~. Taxes OD Income including Cor-
poration taJ: 

N01Nl0wl 
Voted 

... Salt 

t5. Opium 

No.-t1OCM • 
Voted 

No.-~ • 
Voted e. Provincial "EJ:ciae 

'1. Stamps 

8. Forest 

N oo-fJOted • 
Voted 

NOA-~ • 
Voted 

N o.-f1OI«i, • 
Voted. • . 

9. Irrigation (iDcluding Working 
Ezpensee), Navigation, Em-
bankment and Drainage Worke 

N OA-t:JOIed • 
Voted. • . 

11. Intet'elSt on Debt and other 
obligations and reduotion or 
Avoidance of Debt 

Ra. 

13,63,881 
79,39,000 

85,86,299 
42,98,000 

1,57,715 
96,98,000 

45,96,029 
86,85,000 

'1S,OOO 
99,70,000 

48,020 
2,84,000 

3,~9,500 
50,53,000 

!,70,343~ 
0,09,000 

10.14,41l3 
3,31,000 

No.-tlotM • 
Voted 

• 10,45,25,000 
91,99,000 

12. EJ:ecutive Council 
No.-wte.d • 
Voted 

13. Council of State • • • • l'. Legislative Assembly and legis-
lative Assembly Department 

No.-tIONd • 
Voted 

II. HODle Department . 

• Noo-tIOWl • 
Voted 

16. Civil Defence Department 
N 0.-tH'Cal • 
Voted . . 

17. Department of Information and 
Broadcasting 

Ncm-fJOMd • 
Voted 

18. Legislative Depattment 
N on-vottll • 
Voted 

H870FinD 

8,88,880 
2,36,000 
1,58,000 

53,550 
8, 1 2,()()() 

31,16,546 
6,55,000 

1,04,450 
4,35,000 

1,26,500 
16,24,000 

1,93,500 
4,78,000 

Expendi-
ture 

Expenditure compared 
with Grant or Appro-

priation. 

Ra. 

13,49,368 
76,48,987 

85,37,9'11 
43,21,961 

1,56,858 
96,36,0'il 

45,53,062 
83,76,650 

74,945 
80,98,983 

48,019 
2,35,611 

. 3,20,072 
46,82,935 

2,65,275 
8,32,748 

10,1.7,039 
3,23,899 

11,18,86,39'1 
90,34,116 

8,33,279 
1,81,316 
1,55,875 

53,194 
7,58,020 

30,68,027 
6,43,468 

1,04,111 
1,98,053 

1,33,125 
15,91,448 

1,93,118 
4,58,874· 

Less than 
granted. 

Rs. 

14,513 
2,90,013 

48,328 

857 
62,929 

42,9'11 
3,08,360 

65 
18,71,017 

1 
48,389 

9,428 
3,70,065 

5,068 
7~252 

7,101 

1,64,884 

6.601 
M,684 
2,120 

356 
53,980 

48,519 
11,532 

39 
2,36,947 

.. 
32,552 

382 
19,126 

More than 
granted. 

Re. 

--
23,961 

.. 
•• 
.~ .. 
.. 
... 
... 

f,61' 

'13,61,39'1 

-

----
---



No. and Name of Gra.nt 
OJ' 

Appropriation 

PART I.--CIVIL--eonad. 
A.-EXPDD1'l'UBB IIJ:r ..0. 
RB~. 

19. Department of Education. 
Health and Landa 

N .-tIOIeci • 
Voted • 

10. Department of IndiaDa <ner-
aeaa 

N .-fH1I«J • 
Voted 

21. FinaDoe Department 
Noa-tJ0N4 • 
Voted 

D. OomIIlerce Department 
N oa-tIOIeci • 
Voted • 

ft.-A. Department of lnduAriee and 
Civil Suppliee 

N n-fK1Ie4 • 
Voted 

23. Department of Labour 
N 07&-fK1Ie4 • 
Voted _ 

Ii. Department ofPoste and Air 
N 07&-txJtetl • 
Voted 

~. War Transport Department 
N07&-oota 
Voted 

26. Food Department 
Ncm·tJOted 
Voted n. Central Board of Revenue 
N n·fJOtetl, • 
Voted • 

Ja. India Offioe and High Commie-
Sioner'8 Eetablishment oharges 

Nn·fJOUIl • 
Voted . 

!S. Paymente to other Governmenta. 
Deparbmenta, etc., on aooount 
of the adminiatration of Agenoy 
Subject& aDd management of 
Treasuries 

30. Audit 
N O1f,·tJOUtl • 
Voted 

31. Adminjat1'ation of Justioe 
N n'f}otetj • 
Voted • 

32. J ai1e and Conviot Settlement. 
N cm·"ote/:l • 
Voted 

33. Poliee . . 
34. Porte and Pilotage 

Non·~ • 
Voted . 

aI. LighthOUJel and Lightship. 
Non·tJOted • 
Voted 

• 

Grant or 
Appropriation 

1,881JO(J 
8,43,000 

84,'100 
I.D,OOO 

10,11,106 
7,85,000 

4,88,488 
16,27,000 

1,80,069 
6,'16,000 

3,49,800 
11,57,000 

1,0'1,"2 
1,63,000 

9,93,880 
5,33,000 

4,98,800 
21,93,000 

1,95,200 
8,'16,000 

21.16,000 
11,24,000 

1,06,000 

6,61,600 
97,66,000 

3,44.960 
70,000 

26,407 
3,03,000 

2,24,41,000 

8,24,621 
32,70,000 

10,000 
8,24,000 

Expendi. 
Wre 

Be. 

1,86,633 
8,06,861J 

86,236 
.,19,631 

&8,44,2'1' 
8,00,601 

4,8.,498 
15,30,362 

1,U,511 
5,36,96s 

3,39,164 
12,56.258 

1,02,928 
1,40,927 

9,31,57'1 
5,30.818 

5.08.740 
2O,60,~ 

1,89.066 
8,78,459 

21,58,144 
20,79,238 

96,067 

6,so,184 
96,86,273 

3,68,946 
1,36,292 

23,156 
3,14,668 

2,24,21,599 

8,69,084 
33,27,477 

10,016 
8,29,969 

• 
EKpenc1itur6 ootn~ 
with Grant or Appro. 
• priation. 

.Loss than 
granted 

Ra. 

1,46'1 
36,131 

2,466 

6,491 
39,032 

10,036 
742 

4,514 
14,073 

2,182 

1,~,l66 

6,146 . . 
17,856 
44,762 

9,943 

I1M6 
80,727 

.. 
19,401 

More than 
granted 

RL 

.. .. 

6,16' 
15,607 

2,940 
3,362 

7,697 

9,940 

. . 
2,459 

11,996 
~,292 

11,568 
.. ~ 

27,163 
67,4:77 

78 
5,969 



No. and Name of Grant 
Expenditure compa.red 
with Grant or Appro-

or Grantor Expendi- priation. 
Appropriation Appropriation ture 

Leu than More than 

R8. R8. 
granted 

RI. 
granted 

Rs. 

PART I.-CIVI~",td. 
A.-EXPDDITUBE lIIBT nOli 

. 
"ftBVUUB-COntd . 

. 36. Survey ofIndia 
Non-tJOIed S,93,400 6,74,269 19,131 
Voted 16,55,000 -30,70,445 47,25,445 

37. Botanical Survey 
Non-tJOted 17,261 17,256 5 
Voted '74,000 

38. Zoologioal Survey 
78,768 4,768 

t N01H>OIed 
as,ooo 34,997 3 

". Voted 1,99,000 1,94,706 4,294 
"" 39. Geologioa.l Survey 

Non-f1Oted 2,07,200 2,03,.595 3,605 
Voted 41,11,000 31,82,775 9,28,225 

40. Mines 
Non-voted 1,09,S22 1,08,150 1,372 .. 
Voted 1,86,000 1,85,426 574 .. 

41. Arohaeology 
Non-voted · 47,234 46,827 407 .. 
Voted 11,71,000 10,93,692 77,308 

42. Meteorology 
Non-tJOted 70,000 69,666 334 
Voted 26,24,000 26,65,874 ~,874 

43. Other Scientific Departments 5,32,000 3,58,195 1,73,805 
44. Education 

N OA-tJOtea . . •• 
Voted 12,22,000 10,31,640 1,90,360 

45. Medical Services 
NOA-voled · 3,48,830 3,35,311 13,519 •• 
Voted 15,15,000 14,77,656 37,344 

". Public Health 
Non-fJOUi. 1,7S,530 1,74,415 1,11~ 
Voted 15,16,000 14,97,844 18,156 

4'7. Agriculture 
Ncm-fJOUd 1,01,08,750 1,01,26,318 11,668 · Voted · · 88,70,000 86,17,037 2,52,963 

.s. Imperial Council of Agrioultural 
Reeearoh 

Na.fJOle4 · 12,64,940 12,63,640 1,300 
Voted 12.27,000 12,24,563 2,437 . 

49. Agrioulturalliarketing 
Non-fH)Ud · ~ . 31,240 31,720 480 
Voted · 4,43,000 4,15,461 27,539 

50. Imperial Institute of Sugar 
Technology . . 1,000 1,000 •• 

61. Civil Veterinary Services 
N Oft,."COWl • 27,000 26,719 281 

52. -mduatries 
Voted 11,03,000 10,83,490 19,510 

Nem-"oWl · Voted · · 9;66,000 9,57,591 8,409 .. 
53. Scientific and Induatrial Reo 

aearc)l 
Nem-fIOUd · Voted 13,49,000 13,45,444 3,556 

54. A-via.tion . . . · · I,M,48,OOO 65,98,468 38,4:9,532 
55. Capital Outla.y on Civil Avia.-

tion met from Revenue 
Non-tiDIed . •• .. 
Voted 1,000 •• 1,000 . . 



Jbpenditare eompared 

Grant or 
with Grall' or Appro-

priation. 
No. and Name of Grant .Appropriation. Expenditure. 

or Leeethaa lIore~ 
Appropriation. 

Ra. Ba. 
lI'anted. If'&nted. 

Be. Ba. 

PART L-CIVIL--ccmIG. 

A.-Exp •• DITU"BB 11ft nOM 
Rnuu.---coUd. 

M. Broadoutblg 
Nua-NWd · l',(J()() 12,906 '6 
Voted · . 59,64,000 "J8,~,638 1,89,381 

17. CapitaJ. Outlay OIl Broadcaatiq 
met from Revenue 1,000 1,000 

18. Emigration-Internal 
19. EmigratiOD-Enem&l 

18,000 18,114 114 

N n-"'" · 95,328 1,04.091 8,'Ia 
VoMd · 2,80,000 2,58,717 1.t81 

10. Commercial 
St.ati8ti08 

IateUipDoe aad 
Nua-__ · 68,000 '16,268 8,188 
Voted 9,08,000 8,62,628 ~,372 

II. Censua 
N n-t1OUcJ · 2,51' 2,281 '14 
Voted 5,000 5,206 lOS 

62. Joint moak CompaniM 2,~,OOO 2,02,132 1,_ 
13. Imperial Dairy Depanment 3,90,000 3,SUOl 5,'. 
84. XiacelJa.neoaa Depwtmente 

Nn-NWd · 16,410 24,874 1.1" 
Voted 26,16,000 10,58,018 15,57,882 

M.Curtenoy 
NoJH1Otcd · 1,49,400 2,59,746 1.10,u, 
Voted 97,17,000 91,4:3,110 1,73,890 .. 

86. Mint 
N ort-'llOletl · 1,09,111 1,08,03IJ I,M,! 
Voted 1,37,24.000 1,31,30,499 6,93,li01 ., 

17. Civil Works 
N"..fJOted · 80,13,000 31),/4,464 81,464 
Voted 83,84,000 -88,9l,818 1,72,78,818 .. 

68. Central Road Fund 
N n-fIOIetl · .. 
Voted · 1,70,00,000 92,00,000 78,00,000 •• 

fi. Superannuation Allowanoee and 
Pensions 

N~ 1,47,43,600 1,41,95,661 6,4'1,'" .. 
Votea 1,20,44,000 1,17,52,1~ 2,91,868 .. 

70. Stationery and Printing 
Ntm-f/OWJ 81,803 82,006 101 
Voted 4:,46,72,000 2,18,60,234 2.2,11,768 •• 

71. IfiIoeDan801l8 
N Oft-f'JOUd 1.92,293 1,94,93IJ I,", 
Voted · · 60,70,000 34,67,341 26,02.- .. 

71·A. Grants-in·Aid to Provincial 
Governmenta ' ' 

N Oft-wMtl · 2,75,00,000 2,75,00,000 •• 
Voted · · 3,00,00,000 3,00,00,000 

72. Jrfiacellaneous Adjustment. bet-
ween the Central and Provincial 
Government. 1,08.000 92,778 18.m .. 

73. Civil Defence 
NMl-TJOUd · 46,000 . 6,81.713 6,86:11' 
Voted 6,13,99,000 6,05,16,718 8.83,~ •• 74. DeIhl 
NOflof1OUd · 2,62,521 2,66,131 I,IJI(I 
VoNd 96,00,000 14,29,217 20.70,783 •• 



• 
No. and Name of Grant l'r 

Appropriation. 

PART 1.-CIVI~d. 
A.-ExPDDITUBlIl IIET noM 

RBVBlfUB~. 

71S. Ajmer-Merwar& 
N O16-t1OIetI • 
Voted 

76. Panth Piploda. • 
8ta.6, Bmuehold a.M Allotoan.cu oJ tile. 

Govmwr-Gmua.l 
8~ oJ tM Govmwr-Gmua.l 
l'etkraJ Public Sert1ice OOfll"'iuimt 
W M Dt.parlmertt 
lkJt:R.U lkponm_ • 
NtJticntal Dt.Jerau)OotJ-.cil • 
Bocluiutka.l • 
Pa.~ to aroun. Baprueftlatioe. 
Tribal Art-M • 
Bztent.al AJJa.ir. 
Bal'lfC1i.ta." 
lk:ptJf'tfMf&t oJ Supply 
JlUuZlammu Bzpmditura conAUtatl 

Grant or 
Appropriation. 

Ra. 

2,27,320 
31,06,090 

16,000 

19,36,273 
2,66,711 
~,09,692 

8,16,200 
6,98,6~2 

97,240 
6,36,063 

1,38,01,~58 

2,87,66,392 
1,14,~7,403 

82,89,298 
3,36,O~,200 

""'11M War • 22,33,06,758 

Expenditure compared 
with Grant or Appro-

priation. 
Expmditwro.-------------------

Ra. 

2,31,683 
27,25,623 

15,04:3 

18,35,666 
2,68,664 
~,23,869 

8,01,609 
1.()7,296 

97,096 
6,86,734 

1,33,81,143 
2,83,~7,181 

1,12,96,006 
81,00,811 

3,26,~6,158 

22,19,80,869 

Less than 
granted. 

Be. 

3.80,377 
957 

1,00,608 

14,691 

144 

4,20,316 
4,09,211 
1.62.391 
1,88,~7 

9,68,041 

More than 
granted. 

BB. 

4,463 

1,943 
14,267 

.. 
19,671 

Total-Expenditure met from Re-
venue • 88.23,64,052 81,51,09,712 7,57,83,480 86,29,140 

B.-EUDDITl1BB OlUBOBD TO 
CAPITAL. 

79. Delhi Capital Outlay • 
80. Commuted Value of Penaiona 

N cm-flOt«/, • 

• 61,84,12,052 

• 36,39,52,000 

19,48,000 

-SO,69,700 
Voted 1,000 

CtJpila.l Ovlla, oa Sc1wwau e<mftUted 
• "",II 1M tDM • 16,41,26,9~3 

62,23,10,651 

29,27,99,155 

-27,262 

-18,~1,481 

-21,67,133 

14,84.76,702 

43,96.979 

7,13.86,501 

'-19,76,262 

21,88,133 

1,66,60,141 

2,33,M6 

Total Expenditure oharged to Capital 16,40,o-J,243 14,44,40,826 1,97,93,636 2,28,218 -----------------------------------------(N016-fJOkd. • 16,20,67,243 14,66,36,221 1,66,60,l~1 1,28,219 
. Total. -< 

L Voted 19,49,000 -21,94,396 41,43,396 

C.-DI8BUBSEIIBNTB!oI'Lo.urs DD 
AnT AlIOE. 

Interest·free Advanoes 7,19,16.133 2,54:,66.133 



No.anti-Name of Grant ·or 
App!0pri&8on. 

Expenditure a8 oompared 
with G'i'ant or Appro-

Grant or Expenditure. priation. 
AppMpria~OA. --------------------

PART I.-CIVIL--coI&Cld. 
C.-DIsBUB:BlDIU 01' LoAll." &lID 

Anv AJrCllB--COadd. 

82. Loans and Adv&D088 bMring in-

Ra. Re. 

terest • • • • • 14,86,93,000 14.,80,98.003 
.A~ to OFotIM ReprUeJ&latiwe Jar 

I..oau to IndUJ" &ale. GtId NoI-
abilitie.. • ~,'1I,9SIJ ~,87 .198 

T otal-Disbll1'88Dl8llts of Loa.us and 
Adv&DC88. • • 19,56,15,950 22,06,01,834 

{
N mt.-fIOlttl • 

Tetal. 
Voted 

~,'12,91J1) 

• 19,51,-'3,000 

~,8'1,198 

22,00,14.,636 

• • 1,24,19,86,245 1,18,00,62,372 

{
Ntm-11ORd • 

Total. -
• 68,09,U,246 tI6,~,32,976 

Voted • 56,10,44,000 61,Oa,19,396 

PART IL-POSTSAND TELE. 
GRAHPS. 

A.-E::uJDIDlTUB& 11ft no. RK-
VDUL 

10. Indian Posta aacl Telegraphs De-
partment 

1,09,61,600 
• 14,83,36,000 

B.-E:srUDITUU OIU.BGD TO CAPI-
TAL. 

'1. C apital Outlay on Indian -Poets 
and'T6legraphs Depa.rtmeut (0ut-
side the BeV8D1I8 AOOOUDt) 

Voted • • 8,IO,os.OOO 
8. Stores aDd ·WorbhOpit-{OUfIiiae 

the Bevenue AooouDt) 
Voted 1,03,12,000 

Tot&I-Expenditure.aiIaIpd'to Cap-
t&) (Voted) • 4,13,20,000 

1,09.14,939 
15.05,86,786 

1,19,68,816 

1,86,26,633 

T~Pom and Telegraphs .20,06,17,600 20"',94.,1 'H 

{
Noa-fKIIe.il • 

Total. -. 
. Voted 

·PART-m.--RAILWAYS. 

1,09,61,600 1,09,1~,9a9 

• 18,96,56,000 19,11,79,236 

A.-EuDD1TUBK o:BBGBD TO R. 
VKlIlTB. 

1. Be,eaao·· Rai.hrsy Board 
N~. 
Voted a. BenDue-Audit 
NOfWKMJl • 
VQMd 

6,98,000 
13,26,900 

1,'12,000 
14,16,000 

6,81,683 
13,09,736 

1,73,763 
13,6'7,938 

Less than 
granted. 

Re. 

5,94.,497 

5,91,4.97 

9,61,71,613 

2,00,47,220 

7,61,24,393 

90,(1;184 

46,661 

90,41,184 

16,321 
17,164 

48,062 

More than 
granted. 

Be. 

14,248 

2,64,80,381 

14,248 

2,54.66.133 

3,42,37,740 

8$,37,961 

2,58,99,789 

22.50,786 

-81,13,833 

83,13,633 

1,05,64,419 

1,05,M,419 

J,111 -



• No. and Ilame ot clraIlt or 
ArPtOpriation 

• , 

PART In.-RAILWn:~. 
A.-ExPENDITURB CIUBGBD TO 

REVBNUB-eoncld. 

3. Revenue MisoeI:n )ous Expendi-
ture 

Ncm-ooteG 
Voted • 

&. Revenue-Payments to Indian 
States and Co~ee . . 

6-A. Revenue-Working Expen8e8-
Maintenanoe of Struotural 

drant or 
Appropriation. Expenditure. 

Rs-

15,61,(JOO 
14,83,000 

2,67,35,000 

Re-
" 

{4,a,821 
11,24,232 

2,80,27,217 

Worka Nrm-tJOW • 13,771)00 13,64,446 
Voted . . 12,68,66,000 12,18,23,380 

6-B. Revenue-Working Expeneee-
Maintenanoe and Supply of Looo· 
motive Power 

Ncm-tJOted • 8,22,000 8,00,540 
Voted . . 27,76,92,000 27,91,58,729 

6-C. Revenue-Working Expenaes- " 
Maintenanoe of Carriage and 
Wagon Stock 

NCJ'fVvotM • &,02,000 1,90,866 
Voted . . 7,45,15,000 7,43,06,692 

. 6-D. Revenue-Working Expenses-
Maintenanoe of Ferry Steamers 
and Harbours: 

Non-voted • !8,OOO 10,4B1 
Voted. 40,59,000 40,09,718 

6.E. Revenue-Workirig Expense&-
Exp6nsee of Traffio Department 

Ncm-ooted. • 9,54,000 9,61 290 
Voted . . 13,87,30,000 14.16,93,033 

6.F . Revenue-Working Expenses-
Expenses of General Depart-
ments Ncm.fXJlet!. • 16,35,000 16, 39,!26 

Voted . . 5.18,08,000 5,30.72,807 
6-G. Revenue-Working Expenses--

Misoellanooue Exp6nsee 
Non-voted • 13,43,000 11.83,487 
Voted • • 17.93,14.000 17,93,36,180 

6.H. Revenue-Working Expenaee-
Expenses of Electrical Depa.rt-
ment Ncm-tJOUtJ • 2,13,000 2,00,726 

Voted. ',02,32,000 4,10,98,220 
7. Revenue-Appropriation to De-

prooiation Reserve Fund. • 16,87,32,000 16,87,31,947 
8. Revenue-Interest Chargee 

Noo.tJOtetl • 28,92,36,000 28,51,23,975 ' 
Voted . . 1,89,000 2~07,508 

10. Revenue-Appropriation to Re-
serve 11,49,66,000 13,20 07,042 

Total-Railway Expenditure Charged 
to Revonue • .' • • 1,60,62,96,900 1,52,10.63,617 

Totiatl 
~ Non-voted • 

lVoted 

29,82,33,000 29,37,89,238 

• 1,20,80,63,900 1,22,72,74,379 

lbponditttre 88 oompa.red 
with Grant or -O-ppro-

priation • 

r~-------------~-----~-----, 
Less than More than 
gr&1'ltl'd srahted 

Ra. ' Re. 

1,12,179 
3,68,768 

.. 
12,555 

60,42,620 

.. 
11.136 

2,08,308 

49,282 

•• 
•• 

-•• 
1,59,513 ... 

18,274 .. 
63 

41,12,Otp 
•• 
.. 

1,01,81.725 

44,67.468 

57,24,257 

.. .. 
12,92,211 

• 

.. .. 

14,66,729 

4t'1 

1,290 
29,63,033 

4,%18 
.. 12,64,807 

22,180 

8.66,220 

... 
18,608 

1,70,4:1,042 

13,706 

2,49,34,736 



nX'penditt1l'e lUI oOmpa~ 
:with Grant or ApprO_ 

Orant ot priation. 
Appropriation. Expenditure. ,.., ____ .AA __ ............ "--_, 

Leu than More than 
panted. panted. 

Re. Be.. Be. Ra. 

-1,12,588 1,13,588 •• 
72.139 64,861 •• 8,85,93,37. .e,." .fU,629 ... 

,""'. W<, ~ 

16,11~8 4,31.101 
• 1 

8, '7O,M,l2O e,M.ts,780 •• ""fI' 

"1):" 

JI,U.m 6,60,66' .. 
8,34,80,783 6,~ "S,21"1 . " .. .. 'w ,.-. 

8,6,-62,- "'7.68,'03 .. 
t 

1,6'1.4.6,90,11t 11,93,69,!lO '*iltt48,Uj 
19,7a.'12,6'" H,H,(W 13.708 

1,37,7!,1'7,457 ll,D,61,17D 1.'9,34:,736 

Total-Defenoe NAI'17lO811 C¥rged to c . 
Bev8lPl6+ • "..3,07,18,16,000 3,68,00,82,000 60,80,07,000 .. 

'j.:AI; '" • " If 11 ,.- ~ -

.~- . 
•. Defence.Capital ·Bs .. IitU,e 84,20,000 

T~Dqmu8m~~~~~ 84,JO,OOO 60,80,01,000 

Grand 'fotal·; . ,11,13,98,678 13,30,'8,668 17,77,6'1,601 

~. . .. ~.;. -e.' t .. :: ..• ~ .•... ,.:~.3.14'91'45;84S .1,08,23,8',690(4) 3,36,21,912 61,66.sk,667 Total ". ···I-··:.~ ( .. 
:~" . .;,. .. 2.21,73,43,900 2,07,90,16,088(6) 19,95,26,766 6,11,98,94:4 

in statement No.3 of Part A of the Finance Acoounu of the 
~l,~r4B~"'_llich i.-due to rounding. 

'. gj,ven in Statement No.3 of Part A of the Finance Aceoun~ of 
U4~~:~.I.1'9.·Rs. 17,76,090, whichiscomposodof <i) Rs.IO,76,gel and(ii) 

"credits to Ca~ for the value of asseta sold and abaDdoned in 
tIJliUlms~la.v,B-1·no-t bOODtebD' inte accot: ntin thl' A fpropri8 t i on ACNiunta 

~or thegr.-. Cttpital expenditvrt>and (it) Jepret(nts (..I'(dih to 
_..:_ Ol\ilMalR recovered ill the case ,of Telephone Districts. 

' .... ;"'ITTIIIit.i!,--·'!r 
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Summary oj &pProximate Financial Re&ult8 0/ Indian State. Railway, in 1944-45!'-
The latest ap:proximatefigures of ;evenue and .expenditure Of State Railw'a~8 for 1944;46 

.how the followmg resalts;- ' 
GrOS8 Traffic receipts amounted to 214'69 crores (21()-32 for State-owned lines and 4'37 for 

worked lines) or 29'26 crores more than in the previous year and' 39 lakhs more than the 
revised estimate. . ' _' . ,,' - / 

Ordinary working expenses (excludiug depreciation) amounted tB' 124'80 UOfeB or 34-70 
crores more than in the previous year and 3· 76 crores less than the revised estim,ate. The 
amount set apart for depreciation, was 17-01 crores or 14 lakhs more than in the IlreviQUS 
year. l'he payment to worked lines amounted to 1:92 crores or 5 la1m8 more than in the 
previous year. . 

Net traffic receipts am~)Unted to 70·96 crores or 5'63 crores less than in 1943;-44 and 4'15 " 
.'croresmore than the revised estimate, . . 

Miscellaneous transactions resulted ina net receipt of' 3'25 crores or 47 lakhs . more than' in 
the previous year and 24 lakhs more than the revised . estimate. 
. . The net revenue before meeting interest. charges was 47_21 crores OJ' 5.16. crores less than 
in 1943-44 and 4'39' erores more than the. revised' estimate.. . . . 

The total interest charges amourited to 27'69 crores or 84 Ia'kbs less tban in the previoWl 
year ,itld 12 lakhs less than the revised .estimate. , '. ' 
. There ~as a surplQio o.f 46·52 croresaga.inst 50'84 crores in 1943-44 ~d against the rev~ed 
estimate of '42'01 crores, Out of this, 32 crOl'es- will be paid to general revenues and 14'52 
crores will be transferred to the Railway Reserve Fund. -

Against an appropriatio~ of 17·01 cror~s -to the depreciation reserve fWld, there was a 
withdrawal of 10'07 crores from the FlJnd. As _a result 9f the termination of the oontraclB 
of ibe Bengal Nagpur, the Madras aud Southern Mabratta and the .south Indian Railway 

. C01nPinies during tne year, . as11m, of Rs. 1'08 crares representing' the balance in- their 
r~newal reserve fund for permanent·way and rollin"g stock, WllS transferred to the deptecia.-
tton reserve fund. I ·Tbus, the net increase. in the ba~nce at the &ld of the year was 8'02 
crores, raising it to 100·32 crores. " . 

Against'the appropriation of 14·52 crare~ to the Railway R~ei've Fund, there, was a ~ith::- -' 
,drawll of 1·78 crares to cover arrears of depreciation on RolLing Stock .treated as repl~ 
rfnrtng- the year. 'I'he net accretion to the fund during the y~ar ·was 12'74 crores and ,the 

. balance therein at the end of the year :was. 35·29 crore~. ... Out of this, 74 lakhs represented 
investments in ea,nch line shares, and It> lakhs loans to- Branch line Cempanies.· 

The, Capital expend'itbre during' the y'e~r was 22.63 crores as detail~d below ;-

Purchase of the M. &8. M., 8. I. and B. N. 
Railways. ! • 

Purchase of Guzerat Railways'- and Dhond 
Baramati Railwa1. 

Instalment of tHe purchase' price ot R. & K. 
Railway. 

Increasefu ~spense balancea oWing to increase 
_in the stocks in Grain shops and the rise 
of prices. _ 

.Works involving stnfbtural improvements . ., . 

., 
f 

Against this expenditure .there were the fonowin~ credits :-

• 

Write baok ()n account of dismantled lines and' 
abandoned assets. 

I 

Write-oft'to revenue of the cbst of military 
. sidings. 

Write-off of half of the oostr of ,structural 
works undertaken ""8fter 1942-43 to meet 
urgent war requirements. 

12'02 crores. 

87. 'lakhs. 
.:. 

11 lakhs~ 

.4·M Ol'C)reB. 

5'18 ~r<ll'e8. 

22;63 c:roree • 

lS3 lakhs. 

2'88 orores. " 

1-62 ~ 

, • 

• 

, .. 

5'03 uo~ • Total, .. --~--------------~.~--------~.------~----~--~----------

'. 

The net Capital expenditure was, therefore, 17·6 crores. Tn. last two writes~off were 
the result of' the decisions taken at the time of' the .last Budget to avoid exCessive debits. to 
Capital, . which··we~ explairied fully in the Explanatory Memorandum and the Budget 
speeches._ ' __ . ' 

Th~ purchase of ·the M. & S .. :M., S. I. and B. ,N. Railways, although it' bu increased 
t.he Government Capital ' at-charge , by 12·02 Cl'Ores, has not a!feoted the figure of. totalCapital~' 
at-charge because ther,e has been a ~orresnondin~ reductiotl in" the Capital eontribrit~d by 
Companies. Th~ net increase in the Capital-at.charge was t~erefore only 5:58 e~. 

" 



so .. " " .. 
. i~he ratio of ordinary, worki~g exp8Il8es to gross' traffi~ 'rec:eipts was -ca'13 ~ tent. 

ap1D;S~ 48'59 per' cent, in the previous year. 
- The ratio of the total working expenses", including" contrib~tion' to the tDep~~ciation Reserve _ 
~d, was 66·05 per cent. against 57'69 per .cent. in the previous yeat.. '. _ ' 
,.' The -raU~ Of Il8t revenue to the Capital-at.chal:ge was 9·44 per cent. against 10'111 p6r~t. . 
~ the. preVIOUS y~. . " -;': 

:rhe.f0l!owmg statement compar~.the results of the working' for the'y~r 1944·45 with the 
revued estun,!ltes fo~ this year and the aduals for the previous year." . 

. ' , , _ : (In cro~,) 

~43-« ActuaJs 1944:-4{S .. 
ReVi8ed Latest App. 
Eetiinates ,_Actu~ 

~----~----------------~--~----------~------------------------------
~. Gross' Traffio ~ipts 
f .. , 01'dinaq Operating Expeni(p8 , 

. , 

'4. Payments to worked. Lines 

6. Net 'baflio Reooipta 
'6. Net M'-='l '- ~--:"" ... , -.-JYl8OUB ~ 

" , 

7. In.terest 
" . . , 

'8. Surplus . '. • 

8. Share or GaDenJ. Revar:luea 

1-80"43' 

90'10 
HJ'87 . 
1'87 

• '76'59 

2'7fL 
28,'03 

50'8j 

37'& 

214' 3Q. 214'69 

1~8'66 124'80 

17"01 17'01 

1'92 1'92 
~ 66'81 "70·96 

'3'01 3'25 

27'81' 27'61 -, 

'42'01 48"62 
. - 32·00 32'00 

~APPENDIX IV ..... 
~.. -". -

-

Jf emorQ1JdflBi. regarding ezpenditvTt incurred in 1941-42 and ,194243, on .t ,1l:01'k 0/ rt.-
gi1'd~ 0/ the 'DuRerin Bridge, beloTe. execution, 0/ the agT~me-nt fo:r tAt ,wotk "" <,'." 

_ Th6 re-~t~ring ef .the ])uf!erin ,~ri!ige was sanctioned in Augu.8~ 1939 at an, estimak>d ' ' 
co&t of 83 , of wbich 2.Si lakha 18 to ... be borne by the U. P.· Government. Tenders for 
the fabrication antI supply of 8~ 'work for which the material" 'waa to be obtained from 
Meaara. The Tab Jron and Steel Co. Ltd., were jnvi~ in'May 1940. 'Only'one tender 
was reeeived, which was 8ubmitted by Messrs. Braithwaite Burn &Jeasop ponstructien Co. 
Ltd.., in November 1940. ·Certain in,-estigations were made in the Board's office to ascertain 
whether the terms were reasonable and in FehTaary 191;1 the tend,er wa.s accepted b.y the 
Railway Board and the General Manager, E. I. Railway a.sked to draw up an agreement ~ith 

~ the firm. The~. I. Railway then" intimated, the acceptance of the tender and requested tho. 
'Ymn to commence the work, pending tM execution of the formal agreement. The tender 
bowev~r. had expired a few d"", bef~re this, was doue 'aria the firm wanted toteconsiii,er ita 
quotation., Except fop two, or three mmor POlDts agree, ment was. reache~ the terms through 
correlpondence early in 1941~. The outstanding points were finally d~sed of by Septem:-
~ 1942. The agreement was drafted and _after examination by the" Law Officer a,nd the 
Financial Ad'riser, and Chief AccoJ2D,ts Ofticer- as .well as by the Firm, the', fina.l ,draft was 
agreed upon ~~ D~ber 1943. It has since been executed after scrutiny by the Board. 

In July 1941 the fiqn reported that OlJ accqunt of .'higher" priority· allotted ~' war orders, 
the fabr~ion on this work' W8.8 held up although the raw material had been l'eCeived. In 
August 1941 the Firm represented ~hataccording to the ~tipul~tion ~n, the temiel ,.for- 'on-
account' payments 90 per cent. of the yalll.e oftAe raw mateflal pa1d by the firm to the 
auppliers, namely. Meurs. The Tata ItPa and Steel Co, J~td.; should be made to the firm. 
The Board' agreed to. 'on-account' ~,payment . being ~de, ~riginally up to 75 .per· cent.,. but 
lateJ: on up togo per ,cent. of the 1i9nnage certified by the lndian Stores Departmeri't as ly:ng , 
on account of this work in the firtn'. yard. The' raw material t1;ms paid for was supplied to 
lha firm by T&tas at ~,fixed by the Government. The quantity was certified by actual 
inspection .. Further. a. certificate was taken from thefirtR that the steel was held hi custody 

. for the Governor General in Council. Lat,er 0)1, an Indemnity 'Bond ,was also taken from 
the Firm in respect, of thi. material. ,So faJ' ,as these payments are concerned, tbe 'Govern- • 
JDent wae thus fully p}'Otected, the liability W&8' definite 'and the pavment W&8 made- accord-
ing to the conditir~n in th.ten~er which had been accepted by this de~artment. ' , 

Duo, however. to beavy war commitments the fabrication of the steel wa~ delayed until a 
OolWJut.teew!tich~aa appointed to examin, the existing brid$l'8. submitted their report. : U 
" .. t,Ueo decIded that thelfinn would take up the work' towardethe end of 1944 when they 
were. expecte4 to be sufliClentlv free (rom .. " wat oommitments .• The delay ip -the e:UCu-
~ ,of the' .eheme is due- t~ ,:shortage ,of faDricating capacity wl:i~h n~Ceuitated the PQ.stpone-, 



.. - • 81 • mento -of leu ',esseiltial schemes in favour of thPlie required urgently. for military o~ra.~ons. 
From the above it will be' . seen that the expenditure incurred was not 01'1 an Indetermmate 
lia.bility ~hich coUld become'the subject mattt)r of dispute and litigation b,etween t~e Rail-
way and the contracting firm. - , . . , . . 

The completion of thl contract dQcuments, should not have been spread ovE!!' such, an' 
unusually IOBg period. N 6 really satisfactory~ explanation' C3!l 00' given. for ~e, delays that. 
took place in sett1ing very minor point. with the firm, after May, 1941 when th~ terms had 
been finalised practically in all ,respects or later on in preparing the final dra.ft or in getting it 
printed. It appears that in view of the work being' beld up qwing to its being assigned low 
priori~y for ·fabricatiqn .purposes ~o u;&~mcy. was felt for ~oinpleting'~he .gocuments and in_ 
the mldst of other pressmg and more ubmedlate pre-occupations the Railway oftices also gave 
it very low prio~ity. . 

'A~PENDIX V 

Me~orandlJ'rn regarding Store8 BoJanu-I -of 'RailwaY8 . 
Para. 18 of the Proceedings and Fara. 18 of the Report of the,Publi~' Accounts COtnmittee 

(In the' Accounta of 1942~43. ' 
The Pubt.icAccount6 Committee at 'their ~eeting held ~n the i5th A~gnst 1~, commehted _ 

. upon the fact· that the Stores Balances ef Railways had advanced -from Rs. 10'08 Cl'ores in 
1938-39 to Its. 15· 28 crores at the' end .. of' 1942-43. and expressed. themselves as .being, of the 
'Opinion. that, in' view of t~e stage which the war haa then reached, the ~ailway~ Departm~t 
'might reconsider its Stores policy. ., • ,: 

2.' For several years prior to the war, Railwaytt had 'been 'consistently reducing their 
.tores balll.nce8 to the minimum workable limit.s aRd the war caught tqem with stocks: lowered 
to ,a sta:(ldard tompatible only with the most favourable peace time conditions and only: snch 
mall re~rves, as they had commenced, to buildu~ under the Board's scheme .for the la~ing 
in ,of a, sIilall sJ'eCia1 reSerVE! of vital stores against the contingency of the entry of Italy mto 
the war and the consequent closure of the Mediterranean route.j 

• 3. In 1938-39 railway stores were cheaply, speedily and e~si1y ob'tain~ble and rail'\:uy 
stocks had probably attained their lowest practical and safe working level at Rs. 1,ooalakhs. 
Un~i~ the entry of Italy into the war in 194() little ,or nothing, hag. been do~e· suqstantiallyto 
increapp the stock limits of imported stores a.nd in respect of indigenous" stores' . supplies 
were still fairly freely,obtainable (although' prices. had risen) and toe need for taking any 
special 'measures had not 'been seriou~ly felt .. By 1941-42;, however,' the- virulence of the sub-
marine campaign and...the G,erman l~nd SUe£es.aes to~ether with the entry'of .lanan into the 
war had' emphasised th~ urgent 'necessity for. providing ade.quately. for." v.ery difficult future. 

4. Until this time, the md. of 1941,~he Board, . with the exception of . enjoining eco~omy .ana requiri~' each 1'8.ilway to build. up and maintai~ a reserve stock of six months require-
,ments of vital' imported stbres, had not enunciated $ny sp~iq.l war time .Jltores. po1icy. It 

, was then felt, however, that definite m.asures had- to be taken· t-o secure ,the. future to the 
'full ,extent that might be consi~ered reasonb.ble. 

5. The Board, therefore;' on a recommendation of ~p. Indian l!a.i1way Conference AEsocia-
t~on accepted tbwal'ds the erid of .1941 that: 

, '(a) fQr as long as the war g-oes on . there is.,. the continued possibility . of' it lasti'ng yet. 
~other two -years and . _. "." ' :' -

(b) it is certain that railways will 'have at least two years of diffic1Jlt conditions to fa(,A . 
after, the war ends, . ' '" - . _ . 
and on this, basis the following, policy was defined at the end of 1M1.! ,. " 
.: (I) that so long as the war lasts there is full justification for continuWlsly attempting 'to 

,_ecurefor. at least twO"'years ahead the requirc;mtmts of : . 
(i) Imp~rted Stores,' • 
(ii) Stores wliich take' a . Ioi;ig time' to obtain. 
(iii) Stores' c;lifficult or likely to becom~ difficult to obtain. -

(Ii) that u~der wartime conditions a rail~&~'s store~ balMlce, cannot be- considered un. 
!ea~nable if .i~ repr~nts .. a stores .p'osition liinited to .prov~ding securityf01' two years ahead 
ll't respect of Items (I), (u) and (111) of (1) above !l'bd WIth regard to other stores for the 
~cqpomic period8 detenni!1able. according to the conditiou.s applicable ·to (ach. 

6. Tne' Milit,arysituation in 1942 -tullysup-ported 'this policy and t~wards the end of t1}at 
.1ear, t,be Military and ~avar 8?CCeS~es of Japan in close proximity of IIHHa emJ*asised the 

1}Dmedlate neceSSIty for mcresslDg stocks of a11 vital stores up -to these limits as nearly as-
Jltactiea.~l& 'and' for: ?isp~r8ing these: at suitable cen~res throughout each railway system, ' 

7. The low ,levels.?f stocks prior to th.e enn,nciat.ion ~f. the, ne~~1icv. and subs~q~erit 
adver.se supply condItIons, however. ha~e, ln most cases, prevented the attainment of the 
aecunt.y target aimed at by that policy so triuch eo. that shortages Qf various it.ems from tilDe' 'IP, , 

·to .time occasion anxiety. . , . 

, 8. For the prQOurement of then- needs Railwavs have mainly tQ rely up~n.. the Supply 
~epartment and S~ck8 are. 80 rellulated as to p;<rvide .at' ~he time of or~rin~ only adequate--. 
'COver for co{lsump.tton requlreme!lts over tht' ~l'lod wlnch must elapse '·be~ween the placing of " 

th.e order and the eventual receIpt Qt the materials. . , . • , . .. 
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9. The _ prOgreaa of t.he rise in Storea Balancea linea the beginning of" the 1.I'ar may' '- , 

aeen: fl'OlD the figures bel4w:- ~ 

-, 1,138:39 ,. 

1031-,40 
-

1,MO-41 

1941-42 
i '-

-
1942·'3 -, 
1943·« . 

\ 

" 

. ' 

Stores ~atlces Remark. 

• 

Cr01'eS_ 

H)-OS 

11'24, 

12'49 

.12'9 

16'28 

21'29 

• 

A very low balance 'only possi bl. 
under them.ot'i; I favou.re.bl. 
'priCe and supply conditions.. . ' 

'Supply ~ditiona deteriorating 
and prices rising, 

I The increase over the balance or 
IN2.43, is accounted for to 
the ~tent of B.s, 2' 66 crorea 
on account of the holdings'in 

. connection with. the Grain 
Shop.' . ' . 

10. ~n fact the' principal factor responsible for the increase· haa 'been the eteadill a~epen
in~ riae in prices. A study of the prices and purclia~es shows ,that the genera1 rise II}.. U. 
pnees ,of railway stores over those -current in 1938 is ill the regIon of the percentages given 
below ;- "'.' • 

Year 1939 10.0 1941 - 194~ , 1943 1944 

3% 23% 64% .71% 86% , Percen~ incre_8Se 
over 1 ~8 prices. ' 

I « 

The full effect of increase in pIicesia not felt imniediately in theb,ook vaJues of the-
atorea concerned '.ln' aCcount of the system ot~veraging the price at which. stocks are h.eld 

. after each'. fresh· purchase. This system in a rising market accentuates the differa"ce between 
market rates and the rates at which stocks -are held in favour of the latter. 

11. Other' factors operating to leuer and -greatlyvaryiilg degrees are: . 
Ja> lncrecue in certain nocb. . 
(i) More intensive railwayoperatiori and the handling of increaa~d tt:~c, ~dditional' Rail-

way and Will: production wotk in. Workshops. . . 
(ii) Theconserv&tion ot Jtocks bv' the exercis~ o~ strict economy in i~ues w~ere substltu~ 

are sttitable and available, the falls in consumption owing to relaxatlo~1! lD condemmns; 
standards and the adoption of, part, in pl~e of wholesale, rene.ala as 'well ~ the . greater 
otilization of scrap and of re~nditioned, ~ateriaI8.. ' , - '. . 

(iii) Bunching in the arrW!" of stores :VAriously delayed agamst p:~perly sp~d ~rdent 
and in certain eases the DeC'8881ty to accepl, the purchase of lar~r quantItIes t~an unmedJately 
.required- to suit Supply Department. arrangementa or the iteed for the econcmllC use of tt'&Jll-
port. .... , 

. (iv) T~ retention in Stock of incomplete - storM owlDg to, delays in the r~eipt of 
oomponents, e.g., rail. waiting for fastepings andlor sle-epers, carriage and wagon frames 
awaiting wheels and axles, etL· 

(v) The retorn of storet1 to stock owing to the postponement. alterations to or abandonplent 
of the work for wnich they were ordered, the holding of stocks of certain materials returned 
from dismantled lines,etc..· _. . 

and . 
. . (b) .The ftnmation and' ~ill-te1Ulnce -of' new ~8 of materials previously readily tmd 
unmedlately available, ai reqUIred from the vendors e~er against rate and rnnninji( CODtracta 
or f~m ~ks norm~lIy held by theni, e.g., certain too' and other special steela,lu1;Jricante: 
tools, che.tcals, beanng metals, ,etc., etc.. ' .. 

12. A}tb?u~ th~ war in Europe is now ov,er, ~he ... ara~ainat. Japan C(fDtinueR a':ld has 
ye~ to a~~n Its chm~x. 80 far, the supply. 81t.~atton .ha~ not ev1~ed any anprecidble .t'.&8e-
ment c ~nd. ~s the cla1ms of devastat.,ed tel'TltoMe8 hot.h Hl the FAit and, WeJ\t have to be 
taken mfu account.. the future develQpment_ of the supply situation cannot :r.et beaecuraWy 
assessed. , • 

13 .. Neverlhel~1 in J~rdance with the particular TeCommendalionl of tht' Puhlic Ac('ount; 
Commlt~ al~ raJl'-av! haTe been atked to rpv1ew tltf'ir $1"el' !It.otilt 'OOlOtion- lind 1"econpme~t 
arrangemenU to en81lre t~~t at:oekB are not beinll;accnrnu1ated bevond .. the lim\.t,R ne,. ... it ... t~ 
1Jt the ~ tappIy po,tt.lOn m each cue.. Wbe.re unduly high atocb hI.. been unavotdabJ, 

\ , • '. > • 



alccUmulated inStructions bave been' iuued to arrange wansfer to other railways whole .tocD 
of theitel1ls concerned are low.' , 

, All railways have given the auur8ll& that' the matt,er of thelr Stores Balances u beiIlg 
,kept .constantly' .linder revie"; and,.is 'receiving the most careful attention wiUt theobjed of 
eftect\nj( reductIOn wherever practlcable. . . 

APPENDIX VI 
Jie11WTandum Dn ann.ezwe· 'B' to the Appropriation Account, Q/ Railways in India-Part II";'" 

II , - Detailed, A 'fYP'opriation Accounl8 ' 
" • \ Ii • 

In paragraph 22 of the proceeqings of their Report qn the Appropriation Accounts for 
1942-43, the Public Accounts Committee suggested t,hat it would improve the. utility of 
Annexure H to the Appropriation Acoounts of Railways in, India--:-Part II-which contained. 
itemi of unexpected credits in respect of the various grants of the Appropriation Accounts 
not brought to the notice, of the Standing Finance Committee for, Railways, if 'another column 
were introduced in it to show the extent to ,which the unanticipated credits had been used to 
meet' excesses, over the, grants. ' , ., , 
ri In accordance with this suggestion, ,an additional column has been in~rted in Annexure 

"J:1' to the Appropriation Accounts of Railways in India for 1943-44-Part II-1;>etailed 
Appropriation Accounts, showing the extent to which' the unanticipated 'credits were utili8ed 
during the year to meet excesses over the gran~., 

The D.R.A., who was consulted in the ma'tter, recommends that the existing form of this 
Annexure may be revised' in 9rder 'that the information required by ;the Committee may be 
furnished in a clearer form. He has accordingly suggested the adoption of the-- following 
form and desires that' it may be placed before the Puhlic AccoWlts Committee for' the~r 
app~'Ql and giveu effect to form t.he Appropriation Accounts for 1944-45. The RailwE. 
Board have agreed to, the adoption of the r~vised form subject to the Committee's approval. 

ANNEXURE H 
Particular8o/ unantic.ipate!I credit, adj.usted under the several grants lor _ , 

, . which k,aL'e not been brought to the notice 01 the Standing Finance Oommittee lor Rail. 
'; 'U7tryS. " "-

Name of grant, 

1 

Total 
unanticipated 
'~ credits 

Extent to which 
tM amounts 

in column 2 were 
utilised ' 

to avoid or 
reduce . 

the excess over ' 
8'ran~, 

3 

APPENDIX VII 

(Figures in 'tbou~). 

. Important items comprised ,-in column 3 

- (~) 
Amount 

'-

(b) (c) 
Railway. Particulars -

MemOTa7Ldum regarding executioJt of contract documents' be/m-e commencement 0/ any "WOrk 
The Public AccouItts Committee have recommended (a) th~t save in tlie most except,ional. 

circuIbstances no work of a.ny kind should be commenced without the prior execution of-
ron tract document:-;, and (b) that ,if iIi any case it .should become necessary' to follow this 
-excepticmal course, the prior concurrence of the financial authorities must be obtained' before 
the work is started no matter how urgent· the execution of the work may be. 

2. Para. 455 in Chapter IV of the State Railway Stores Copes reads as follows:~ 
Para. 455-S.-N 0 contract-oT should be ordinaril~ permitted to commence work or supply 

~til the'contract has' been' signed by th~ parties cOmpetent to do so .. In cases of urgency, 
• simple form of short term provisional contract e~bodying only the essential minima of 
manuscript entries should be enterec:f into, to be supplemented 'Or superseded by the main 
--contract when ready. The intention of; this provision is that the conditions, specifications, 
~te., WIth sufticientitemsand rates to carryon with, should be agreed upon at once and the 
'reD»'inder 'embodied in the.. subsequent main contract. _, 

3. It is propos~q ~ redraft para. 455-S., as follow~ and to include a similar provision'in 
the Engineering Code:'- -.' . . . 

(i) No contractbr should be permitted to commence w~rk or supply materials until the 
'relevant contract has been signed by the parties competent to· do 80. ..' 

- (u)-Exceptions to 'this rule .are vermissible only in cases of extreme urgency such 88 worka 
01' supplies necessa.ry to "safeguard life or p~perty or to repair dapnage to th~ tr~ck caused 
by flood, accid~nt or other unforeseen contmgency, so as to restore and ma1D~ through 
rommunication. 'Eve~ in such cases if circumstances pennit, some form of written contt:act 
1>r' at least an' agr~ed statement of rates to ~e' paid ~hohld be .prepared before commencement. 
of wo·rks or supply. the intention being that 't~e conditions, specifications, etc., with lufli-· 
dent. items and rates to carry on _ with, should be agreed upon beforehand. , , . 



(iii)' In other exceptioDalbut leBS~ergent Caaes, in which the commencem'entGfwOrk;or 
*upply cannot be ~pon8d till the -preparation and aanctiop pt, the" eont.ract documen~, pHor 
COl18wtation- with the Financial Adviser shall be ~e~yary. ,- , " ' • 

(iv) In all ,cas&; ,', ofd.eParturefrom rule (i) ab9v8, the'completion and" execution of· t.he 
, main contract,should be proceeded' ~th e!'peditiously. . ' ' .. 

4.·It. may be no~d that raiJ,ways havQ" from time to.tlIRe, tocoQ.wnd WIth emergency 
conditions with which other departments .are not faced and the rule .has, ,therefore,to b& 
9.orded so 'as tq',afiord freedom for t~ immedi'ate and effective action by the nearest respon-
sible otlicial of whatever grade -at ,ihe time' of, accident, fire, flood, landslide, cyclOl)e or, BUch 
tither fortuitous calamity or act of God. At such times it is 'of, the utmost importance that. 
'imm:ediate 'effectiva' ~itive action. should, ~ ,faken by the fh.'st responsible official .o~ the 
spot "for the safety of the ·trav~g- pubhc and lor other concerned persons and taJ.lway 
employees, for rescue work, for the prpvision of .food, drink, medicines, dJ:ugs and.treatm~t. 
~here the: are necessitated and for the earliest possihle restoration of through cammunlC6-
tions~ 

, ,APPENDIX VIII , 
_ - Memorandum f!egardirLg inerea~t in the. amount paid, under compen8'fltit1Jt -claim, 

,Annexure C A'shows the total numb~r of ~laims dealt with by the principal railwlQ'II, the-
vallie of claims paid by' them and the preportion which such payments bear ,to the grosa 
earnings, during the years 1941-42, 1942-43, and ' H?1~-44. 
,2. The contributory causes for the' abnormal 'rise in' the nwnber of claims _ aud the Rail· 

ways' .claims bill aTe :--: " 
(i) Operational difficulties due, to: ,the war. 
(ii) Heavy incrcaa.e in traffic. 
(iii) He,avy infla~ion in commodity prices., 
(iv) Losses in. t~t !ine" to,- " 
(a) thefts and 'Pilferage, and 

, ,(b).misdespatch ana misdelivery. 
(v) Congestion in gotu:is' and ..parcels shedi. . .. 

. 3. The l1henomellal rise in th,: number and amount of cl~ims'.paid by railways has heeD 
for some time, a matter .of co~S1~erable concern :to the RaIlway Board who aftkr ..... parf~nal 
discussion ,with thE: General' Mana~rs, 'of railways issued instructions from time to time 
impressing on them 'the neces$ity of :- --

(i) strengthening their claims settling 'orgar-isations, 
(is) impro'\ing their Watch and Ward arrangements, 
(iii) adoptmgprt!venti~ mea5u~es \0 reduce the number of claima; , 
(iv) initiating periodical discussions with the police officials so, as to review f~m time, to 

time the measures in force for the safeguardin~of the Railways' property and goods in 
transit; and intensifyillg protective measules where these are 'foundtp be inadequate. '. 

_ . Annexure 'B' shows the .increase in Lhe Wat.ch and Ward staff effected on the ~dian Gov-
ernment ,Railways ~ince 1938.39. Despite the considerable strengthening of Watch and' 
Ward ~taff and vaTioua other measures l.aken to prevent losses' of con8~gnments the posit.iOD" 

.. remains serious,. . '. " . 
Railway' AdmiIpstrationa in ta~kling thb difficult problem have been severely handicapped 

by the, following factors:- -'. ' . . " ...... 
(1) Necessity for 'moving large quantities of.' traffic. t-o certain areas, befo~e commercial 

-organisations' for receipt and delivery could b~ set tip. Tbis had' special reference to all 
ancillary works conn4!cted with the~con8truction of 'Military basel anddepots~ , 
.' (2) Famine and food shortage conditions resulting inlootipg' and "bleeding' . of wagou, 
which the utmost end~vours of railways were ,unabl~ to,cope with. ". . 
, (3) T-he high rise in commodity prices resulting in temptation ' to robbery whIch WH, 

fact.litated -by b~kout conditions. ' . . . . • 
(4}More extensive' use of open stock' due to shortage- of cOYel'ed 'wagons which facihtated 

thefts and pilferage. -' , " 
(5) Dist!lrbance and breaches over lIome- Railways. ,. 
(6) Inevitable dilutinri of staff- with, untraine(J or partially -trained personnel. 
4. The matter- was discussed with :'he Gen~ral Manag~rs at their last meeting with the 

Board on the 18th June 1945 when ~na.l~sisof Hie payments made on various ~untslrevealed'" 
that there had been 8 tremendous YlBe m the payments made on acrount of clauJlt! In respd 

. of'goods )o~t and'stolen. The Railw-ay administrations have, therefore, again been- aakedto 
xeview their Watch and, Ward organi~tions and other preventive measures and "to carry 
out such strengthenn,.g u they consider 'praCticable. The large proPortion of the payment. 
'inade is due to misdeapatch of packages and a concerted' drive to reduce misdepatehes ia-
being tZridertaken m consultation with the Indian R~lway Conference A88ociatioh.. ~ 
sUccesl of the m~a8~rea is largely depeudent OR the proper marking 'bf.packages .and .some of 
t~ measure4 whIch )lave ~en suggested in this connection are :- ,. , 

Cal Press publicity to the eBed that goods, luggage, or ,parcels not preperly addre!lse'd will 
not be accepted 10r_ detpatch. '" ., ~ 0 • 

(b) Provision by railway8 of fad1iti~s at large booking centrel for adequate' lin!! efficient 
ma..1lrin~ of 'packages at a nominal fee. ' . ", , -: 

The War Department have allO agreed to CQ-9peratefully bye ensurin~ thAt old" markiilp 
on PJlcir.age!! are obliterated and Vllitary iO'Dsignments Ilr~ co1'1'ectly marked and, addre.ed. 
,5. It will be a'DlJt'eeiat:ed that lbilwaV8 l\1'e at pre8f'nt workinst under, seriOU! hl\ndiC'&ps due:-, 

<to" Ute War condition.. The p08i~ion ii, howp.ver', COtlst,antlv· utadeTrevieW' hv Railway Poard 
.nd the ~Ra.i1wa1B and everything, poBribtA ~1l be d011e toim'P'tove the' position. ' 
~. " 

• 
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APPENDIX IX. 
ReptJf't f'egarding t/l;e adju,tfne71t ()/. ezpenditure in connection with tit f'eception, tlfId . mam-

tenanc? 01. evacuees, with reference to 'JXl1'agr~h 64 !If' the Report 01 tAe Public Account. 
Oom11}-1.ttee Oft tlte accotmtl .jor 1942-43. , 

Up ~ the e~d of 1942:4;3 the debits rais~d againat the Secretary of State in :his Remittance. 
Account and rejecte~ bJ" ~un for wan~ of pa~iculars &Jllounted to about 9!' lakhs.This figure 
1a~r rose to a4nost, M lakha. Of .thiS total a &um of almost 3! lakhs has now been finally 
WrItten back a~ not' debitable. to the Secretary"of State and in respeot of a 8um of over ro 
lakha, !ull partlCulars of the charges with vouchers have beensuppl~ed to him. His acCeptance 
of ~eblt for 'this sum is awaited. Items totalling over, Rs. 43,000 are 'llnder investigation in 
'IndIa. . ' . 

A;part. from the amounts disc~d above i~ connection with the Seeretary of -8tate'a 
RemIttance. Account .there is also a balance under 'Suspense' awaiting allocation. At the end _ 

, IJf 194~-431t was lSi lakhs and at the end of 1943-44, 10·6 lakhs. At present it is 19'7 lakhs 
of whIch 5 lakhs relates, to the" United Provinces, 12·8 lakhs to Bombay" and 1'9 lakhft to' 
~adras: 1\1 the two, latter Propnces' the Acconnts" Officers are still collecting from 
dlsbur~mg officers the information necessary for allocation of the sums in question. ,The 
allocatIOn of the Rs. 5 lakhsin the United Provinces is under discussion between that 
Govern~ent and the, doyernment of India in the 'Department of Commonweaith Relations. 

In VIew. of the progress made towards settlement of ,the outstandings in the Remittance 
Account' With the Secretary of State, it has not been considered necessary to suggest • • 
rP.f.erence to His Majesty's Government with a view to any special arrangement~ for the. 
adjustment of the expenditure under reference . .. 

APPENDIX X. .. 
. AitmO'l'andum rtlattng- to the ,.zptnditure on the "Denial Policy" and other 'imilar mtaltWU 

- in )Jengal. 
1 " 

In para. 11 of the, Report on the Accounts of 1942,43 the Public Accounts Committee 
desired that the Audit{)r General" should "investigate fully int{) the facts of the situation 
and present to them a report with regard to the entire Central expenditure in Bengal 'which 
is now held in suspense". _ - . ' . " 

2. In his remarks summarised in para. 102 of the Proceedings' the then- Auditor Gelleral 
drew attention inter alia to' cerlain types of departure'from that 'financial ot:thodoxy which"it is 
the business of the Auditor General to uphold and the neceSsity for adherence to which the 
Public Aceounts Committee has frequently stressed. Such orthodoxy deltlands that" before' 
motley is withdrawn {tom a Treasury, there must be an adequate sanction, general or special, 
defining the precise pUTpose of the expenditure' JiDd naming the recipient; that the recipient of 
the money should produce evidence that 'he haa so spent it and legal quittances from everycme 
who has had a share of it; and that he shouM sa.tisfy all the general or special orders. of the 
Accountant Generli-l about the clasarifying and recording in his -initial &CCOUIlts .of each 
constituent item of the total withdrawn: othe~wise the it-em, or the whole transaction. i. 
inadmissible in Audit. . 

3. While strongly. ideprecating the neglect of elementary financial' precautions, the Auditor 
General however indic;'ted, and the' Conpnittee realised, that cbmplete orthodoxy' could not 
reasonably be' expected in the circumstances then obtaining in· the Eastern and 'Coast-al 

,Districts' of Bengal. ,The Defence Authorities were struggling against time to put through 
. various measures to meet apparently imminent invasion. These' measures were of. three 
kinds.' (1) the removal of aU meaDS of transport and surplus food stuffs (mainly rice) .tha~ 
could help thlt invaders;1 (2)· the evacuation in their own interest, and that of operatIOnal 
freedom. of the civilian· residentft in the areas of probable hostilities; and (3} the acquisit~on 
of buildings and lands' to ·hQu1le the Forces and the construction of Defence works, WIth ,. 
!'eference to the changing strategic situation, Besides these Defeuce measures propet, th~re 
Wftre -two other problems' that conce1'lledchiefty . the' Civil Government, one; the maintenance, 
of morale. anft:' the mitigation of hardship, due to the sudden deprival of the~r homes and 

, lands, among the~ displace'd re8ident.~ of the frontier Districts; and, t~ other, the disposal 
of the refug.ees wlio were then moving in. from Burma. The ex;ecution, of tbese· measures 
fell mainly on th" Civil Exeeutive Officers of the' t.hreatened Districts.-

'4. The Central Government had agreed rn late ]941 in connection with th~ provision of 
funds in an emet'gent situation. which involved the interruption, of communication~. that 
Collectors should use their special powt>rs to authorise payments from the Treasury witho?~ 
complying with the pr.ovisions of the rulu, and in early 1942 the Bengal Government, III 
pwnuan('..e of the flPfrit _of this decision. instruMed Collectors that i'(l circumstances- of ~rgency 
where they ,were unable to obtain previous. orders of Government they should freely use rule 
'nof the TrefwmT'? Rules Bengal Jrenroduced as Appendix Ato this memor~n~m~}. ''Wpe'!, 

,however, the parti{'blar met\sures outlined in paTa~aph -3'abovehad to be carried, out, it ~. 
doubt-lot if the inadequacy of theProvin~ial organisation and esta~lis~n~, for theIr 
'execution, in the orthodox way: was realised, (The adequacy of the orgamsatlon g~ne!'ally 
for ~he purpl)ses of efficient administration has 8ub8eql1en~lv been i>h~ subl~ pf comm~tbY 
~be Benval Famine Enquiry CommissiOn and the Bennl AdministntloD EnqUIry Committee), 
The- result was 'that the taskst.hemselves were accomplished sooner or later at. the expense, 
in 1ll'8Ater 'or lest! deln'elI, of nonnal. sa.feguaMs tnflKinll; for economy in execution. safe custod.1 
'~f Government. propt'rtv, regularity in the recording of receipts and payments, an.d proper' 
·.ccou~t·lceeping of stocks.' . 



. o. :rhe imp~t of. t~e!emeasur*-:Oefence and. Civil-undouotedly varit'd' much in 
mtenslty -from time to. titne and place to plaee; and it' ~ no_impracticable fot the~Allditor . 
General to assess whether th~' relaxations ,of. tlienormaJ. financi8.l and, accounting safegUat~ 
~ere . re~on~ble ~t any; paz'~cular' t!-me . or place. That the District Office'rs flid not aI'waYI 
use -theIr .dIScretIOn Wlsely In m&klngthese withdrawals and that some of them' failed· to 
record payments, collect receipts. and obte.in· authorities from. the Defence. Forces for works 
und.er~ken orr th,-:ir ~ beha"lfare regre~table facts illustrate.d elsewht:re in this Report and in 
VanO)ls passages m the' Audit -Report for the year 1943-44 ,of ~eDirector of Audit, War 

. ~d Supply. Both: ao\'ernments had doubtleSfi assumed that in ,.dministering tliese emergent. 
~lthdrawals the O-:.strtct Officers would Bo\..neglect at. least tne elementa.ry .financial precau-
tIOns;: ~ut it appears, that in t:ertain District.s little 'Or no attempt was ma.de to, maintain 
proper account records. , For ~xample, in t~Disrrict where the largest expenditure occurred,' 
the District staff did not maintain. doring the first three or four months either, a cash book 
for recording receipts, imd diSbursements, or a stock book showing the receipts' and issues of' 
stock, or muster rOlls· showing the payments t{) qaily labourers. The fact was that Distritf,. 
Ofticers had- fo iqlplement these measures wittrout detailed instructions beforepand. Althou~' 
heavy wit.hdrawala under Bengal 'Treasury Rule tz1 began about April 1942, instructioDs for 
the proper, accounting of .tbe withdr:.awals were not issued by.Government till May: SiJDilariy, 

• requisitions of lan.land property and the' evac\]ation 9f civilian residents "'6re being ilffected 
, frorn February 1942, but- tentative instructions abOut the procedure for, assessmtlIit and 

compensation were issued only in April. to be fonowed' by 8li~htly more detailed instroctiona 
in-.June .and bVl'omprehensive in~tructions· in August; -1942. T.hus the District Officers were 
Jeft. to improvise arrangements during the most crucial -period-.and the faulty systems they 

, then, evolved, tatded to linger aft-er the better 'systemswere prescribed. On the side of 
'formal accounting, too, -early aefects in procedure led to much Bubsequ,eJ)'t confusion. Full 
details -of the purposeA for' which n;Joneys had been withdrawn were not Sent pr,omptt~ to_ 
the Accoant.ant !Jeneral, nor were'vouchers. in support of the$e payments ,80 dearly claasdied 
that the Accountant General cOuld ahvavs connect 'them with the District Ofticera' original 
Unctions. At, the Aceonn~nt Gen~ral's 'instance, the Eengal·Government issued instruct.iooa 
for the guidanee ,)f District' Meers. in May 1942. These were fQllowed,.- .after .& 'teet 
uam.ination of th~ initial accounts.. I)f certahi sub-<Ii ... isions by ~labol'ate, ID~truct10ns .lD 
Aqgust, 1943 .. :By that l.ime however ~o.nilo\1sexpenditnrehfLd alr~dy ~e«:n mcul!ed and 
the pressure of work on the Dist.mt staffs was so great that t.hey fo~nd l~ Impractlcab!e_ to 
construct the detailed accouti!s ab initio and submit them to.the Accountartt General. These 
reconstructed' accounts in' detail .ere l'eceiYed in instalments bv the Accountant General from 
Ilhout tbe middle :of 1.94344.' but many of them were .incomplete. ,-

6; The total expenqiture i~curred on the removal of means of ,trar.sport, including. boats, 
(..'Vcles. and mot{)r vehieles was about Re. 1 crore and 15 lakhs in IM2-43 and about Rs 1~ 
takhs in 1943-44.' The amoufits -beld under objection were Rs. 1 crore and 13 lakh.. at the 
~~d oj March 1943. Rs. 64 lakhsat the end 'of March 1944 and'Rs. 31 lakhs at the end of 

.. ~rch I94&, oot of which Rs. 23 lakhs related to the year 1942-43. - The defeCts notieed 1n 
-'!OIUlection with thaworking, of thcstl measures .have been briefly described in Appendix B to 
t.hitt memorandum. . . , . _ 

7. The traDsactions· arising out of the removal of 1'ke and paddy from the front.ier 
Districts actually resulted in a small;. /4clln to Govemmept. An account of.thia .,Cheme ind~
'!8tinginter slia the defectS disclosed in it;! ope,ration will be found _in' Appendix C to- thIS 
YlleDlorandum. • . , . 

8. The eVacuation ofcivili~n r~sidents, the acquisition of their lands.and buil?ings and 
_ the compensation pa.id them for t}le loss of their means of livelihood, invGlved wlthdraw~Ia 

from the Treasury of Ra, 2 crores and 6~ lakhs lnl942-4l and Rs._ 1 crore and- 87 lakba lD 
1~. The !lDlounf.6 held under objection at the .end. of' 1942-43 were Us. 2 crores and 4Z 
takhsl at tbe ~nd of 1943-44 Rs. 4 cr~re8 ana~ la~hs,. and a~ the end of 1944-45.Ra. 4 ('ro~ 
~d 6 l?khs. Thue laT~ sams are ·lte~d. tmder obJ~hon maml~ for want of written requltn-tJon.s from competfmtDefe~ce Autho.n.bes, ~he necessary det~lls such as, the .'dames J)f the 
projects, the nature and penod of compensatwn and the al>senee of 'payees recelptA., Most, of 
these audit requirements are probably now im~sible of fulfi1men~. P~ragnr;ph 8 of ~he 
1945 Audit Repor~ of the Direcl9r of Audit, ,War a.nd Supply, gives Instan,ces of malO. 
lrr~laritieA unde: troll head. ' .• 
. - 9. 'the exe<;ntion of military works, e.q., the preparation of airfield lites, was undertakAu 
in the threatened District80n behalf of the Defence Authorit.ies by the' Distrid; 1>ftice1'8. 
working through t.h.e agencY of Distriet Engineers, etot In many instaneea written requestl 

'from offieers of the Defence Servic~8 were -not obtained, and even where they were, Audit. 
haa been unable oftener than' not to "'erifv that the -works executed were withtn the iinancial 
powers of ~e Military Officers who o~dered their execution. &.,47·36 lakhs dranin 1942,,43 
and R •. 30.000 similarly drawn in 194344 were still 80blltantially under. objection at the end 

. of 'M'"a!'ch 1945. mainly, for' want of proof a('cf!l,table to the Military ~eco.,nta~cers of 
proper authorisation. l'natances of ilT.eJtularities -under ,thi. he.ad also will be ~oUDd' 10 para· 
graph 8 of the' nil'~'8 Report mentioned above. " - •• <>~, . 

10. The Govel'IlDlen~. of Bengal were entrnflted with tho disposal 01 the' ~ft1ge81 f1'01ll 
Burma who were movIng, through the frontieJ EaKt,ern. ni8~icts· of Bengal while theee 
Defenc.e mea.sur~ ~ere under execution. 'Th8!e operation.' broadly feU into three categQritlt 
(1) rehrl by Dlstnct Ofticens ~ (2} relief. adminiaterC<f directly bvthe Gl>vernment of Bengal; 
and (3). relief administeTed .by the- Burma RlJfu~ee OPganisation in campa set up by the-
Cfmtral Government. . To expedite ·1'e11ef to tbe!e refu2:cea and to the dependant!· in Indi. 
of Briti$Q subj~ detained in. enenry'r~pjed, t.errifories~ the C"..entraI Governm8l)tdelegated 



powers ,to all Provincial'Governments, etc. to administer the 'scheme and also deaired-tliifa:.-
wide a delegation of powers a$' possible ,~ight be made to District ~fficel'&. In conse9uen~e,' 
District Officers in Bengal were ipitially maqe respoDsible for the rehef measures subject W 
luch limitations as were prescribed by the Provincial Gover~e~t. Th~e measures w~re· 
mostly- financed in Bengal. from funds draWn from the treasurIes m lump. In accordance !"1tb 
the provisions· of Treasury Ru1e?:T. In the initial .stages t~e tr&rul~tlOn& wez:ec~sified 
under 'Suspense'; but when it was found that the major portlon. of this expendIt?re would. 
be debitable to Iii9iAn revenues" the .entire sums drawn .by DistrIct {)ffic~rs on thIS ,.acc::o~f; 
were adjusted under the head "64-MIscellaneous expendIture connected ,WIth the -war. 1~ • 
The detailed accounts of these transactions up in the end of 1943-44, have- now. be~n. received 
and the necessar.·y ad.iu8t~ents effected. The eX'pend~ture incul'l'ed by ,Dlst.rlCt Officer. 
&mounted to Rs' 3867 000 10 1942-43 and Rs 25 38 000 m .1~44, out of whICh Rs. 24,94,000, 
represent- 8rdvan~es 'gr~nted to refugees for' IDain~ining themselv.e~ and- their h.mi1iesu~til 
they became self-supporting: The' balance' mainly represents expenses -on', -the feedmg,'-
ruedical treatment and transport of refugees. A dvan~es in respect . of. such expenses were-
usual,ly given against individua.l undertakings to repay, but ProvInCIal ~~vernm~nts we~ 
authorised to dispense with, this· requirement when .arrange~ents had to . be made fo~ . the 
speedy dispersal of the refugees. Payees' receipts And detailed accou~ts ~e no£. avaIlable-
in a.ll cases, 8It(}. a~ a result about Rs. 3 lakhs could not b6 finally admItted In ~udlt. _ 

As rega-rds the. relief operations Jlli!ntioned in category (2).- above, these were financed. by 
moneys drawn in lump by the Deputy Secretary, Government 'of ~engar, Home Department. 
and kept in a Personal Ledger .,Account .in his nama. Sums of Rs. 5,80,000 and Rs.. B .1B,~hs 
Were drawn.in 194~ and 1943-44 respectively. Detailed statements for these amounts· have-
since been received and the appropriate ,adjustments made. . . 

As to cat;gory (3), an LC.S .. Officer of. the BeniaJ Cadre was appointed by the Central' 
o-overnme~t 1D ,N<?vernber; 1942. with, exten8i~e- financial. powers, as Chief Refn~e Adminis-
t.rator' and placed 10 cha~ge'of the-se operations.' The expenditUre ther~n was met from IUl1lP 
St~ drawn on abst~~t bills kept nnder 'Suspense' in. thejnitial atage, the 'Suspense'hea~ 
bemg. c~eared on receIpt of detailed amurits from the Chief Refugee Administrator. TIle-
sobmlsslon of these acCO'Ilnts was ,delayed in the initial stages. Rs. 36b1.khs-were drawn in 
1942-43 and Rs. 142 lakhs in 194:')-44. and the entire sum has since ·b8E'n - removed,- from 

. 'suspense' and adjusted to the final head of account. 'Thil!! does not Ilowever mean,thai 
fina.ncia! irregularities disclosed in e~a.mination· of tIle, account.s -haye been fin~lly settled. 
It. 1S a mat~r of public knowledge that the Chief Refugee .J\dministratotand some of the 
offi~el'8 worlring under him ~re arrested bv the police for a1Jeged misappropriation .of Gov-
~ment funds, ,and that legal proceedings were institu~.ed. The matter is still 3Ub-judie't .. 

APPENDIX" A,. 

('opy fit ll~n!JilTTea&ury Rul~ ?:T. 

, "I' Cofiector may~ in circumstanc~of urgency, by an order in writJ.Dg authoriZe and 
~lr~ a T're~ury; ~fficer to make a payment not being, a payment of pension, without comply-
Ing WIth the proVl~lOns of these rules. In any such .case the' Collector 8hall at, once forward 
a copy of hill order and a statemt;nt· of the circumstances requiring it,' and the treasury 
Ofticer shall at o'ijce report the payment, to the Accountant General". 

--- .. 
APPENDIX B. '. -Denial of 'Mom ojtraMpOrt. 

rFhe Denial measures relating to the means 'of transport including boats,- -'cycles, ' motor 
vehIcles and elephi)nts' were -aI;plied in May; 1942, in eight 'Districts of Ben.gal. The ownera 
of .the -meal!8 Ilf transport. were paid compQlsation at certai~ prescribed rates. Compensatio~ 
Wail also paid to person, o~her than owners, who were adversely. affected by the Denial . 
• e~u~. . i 

2. The accounts maintained for boat,s at the .Reception Centres· in' the districtS wer. 
generally very unsatisf~ctoty. In: some centres, no assessment r~glster was maintained, in 
others' no stock register--of boats and boat. equipment in proper {prm cou14 be found; and in 
ot,hers, detaila necessary· for assessing compensation were wanting. . There was often -Bothing 
to abow that such registers as existed bad been' checked' by any' reJiPOnsible ' Govermnenl 
Qfficer. tp"' lOme cases the thumb impressions whicq were produced to prove that the pay-

.ments were made to the entitled persons were unauthentrcate<i. In certain cases 'compensation 
was paid for boats said to be' suak in transit to the Reception Centres; and in some centres 
no arrangements \\'ere made for the physical verification of the boats acquired. Moreover, 
thousands '&f boAts brought t<l the, Reception Centles were not maintained, in S'er"ice~bIG 
f'.ondition!' ,The Bengal Government l!ita~ed. that it wa;!J not .pra'cticable to do so; hnt, t~m. 
~gaJ ~amine Enquiry Commission questioned the inevitability of ,this conclusion. 
. AI rega.rds the d~sposa1 of poa'ts, many were said t-o_have' been made over t-otbe military, 

apthorities. officers of the Civil Supplies, Department of the Province and others, but 
acknowledgmepts were frequently wanting. The lIaIe proceeds of auctious· fell far short of·-
the eompenaatidn paid for the bol\ts; .bnt the, total 10158 cannot yet be ascertl'lned J?ecause 
oompJete accQuuts f~m all the_Reccption Centres have' not yet been receiyed, nor the COfIt of 
certain deliveries maGe to the Defence and other IDep~mentl!! adjusted. 



. (ii) Cycle,. " 
. Simi~arc.:ommente apply mo to cycles. The baaia. of uaeaament fOT cycl81 dut.red. 

'WIdely m different district.. May Were brok.eu up arid,. 'Uled fOt'. repairing oth~.:. maD)" 
.unply -disappe&J'ed. 

(iii) Motof' "Micka. 
T~e arrangements made • for the custody of motor· vehicles were also unaatiBiactory; 188111 

~ef,eriorated 80 muc~ that. they had to be sold .88, SCTap. ' " 

. (iv) Elephmit concentrat.Wta. , , . ". . . . . 
Gov~ent ordered, all elepharita to ,be concentl'&t-ed in -a ~e place: Of the 148 ta.k8ll 

over, 29 died and 1. dISappeared, and conlpensation ranging from Ra, 200 '40 Rs. 1,800 per 
~ephar:rt. had to oa paid by .Governmen.t. The total expenditure on elephant' concenkation • 
.. bout. Rs. 2,41,000" was admitted in audit before the end of the year 19444&,' 

-, 
APPENDIX C. 

. - I 

, . _ Denial o/trice and paddy. t. 

1,. The Ricc Denial Scheme in ·Beng8.I 'was first initiated earlx in 1942 as a defe,qce measure 
'Of Vl~ urgency. The.,main Qbject of the scheme was to purch~e and remove witnin one 
'DIontli all surplus rice and paddy from the eoastal districts of. ..Bengal tp inland towns. Aa 
"the scheme co~ld r.ot be completed.in time and' tnere' were severe transport difficult.iei, it 
was _ e~tended beyond 'its sCheduled perioo. - It had to be extended also on' account of the 
~eneraI deterioration in Beugal of the food situation which to • considerable. extent replaced 
the threat Qf invasion as the reason for t.hescheme's continuance. The result· was that grain 
a4'eady moved ini&.nd, where it was inte~ded to be sold, and also grain which had been 
purchased b:ot not yet transpot;ted, had ~ be moved -to different areas for sale unde~ Gov-
~nt control as and "'When shortages became apparent. All these operatioIl8 were caR'ied 
Qutthrough five agents appointed by the GOvernment Of Bengal, which launched the scheme 
.ud ~as at first. admInistratively resPonsible for it. although from the beginning finance WAS 
found by -th~CentPQl Government. From ~t.he 26th Ma" 1942. the Central GDvernment wu 
~oth financially an,l administratively resro'!lsible and had a Speeial Officer fa. charge of Qae 
«heme on its· behalf. . .. '.' . 

,2. The agent appointed by ~ _ BenPJ Government worked on a commissi~ basis and 
.~tmts were entered into with each of them. As they were not prepared tQ work on their 
.own <:&Pita.l,. they were, aavaneed lump soma. The total sum advanced was &. 75·9 lakb.a, 
of .w~lch a..llttie mo~ than one half W88 paid at the instance of the Special Officer.' The two 
p.nnclpal agents .recelved ~8. 30 lakhs and Rs. Zllakbs respectively. The Rice Denial opera-
~10n8were t-emllnated towards the end 'of Decembel' 1942 by sales. partly fu the Government 
of Bengal and parUy' to private parties. The scheme resulted in a net profit to the Govern .. 
aent of, India of, about Rs. 1,.55.~,.' , 

~. In the actual working of the scheme, however, three principal defetts were -cbsernd :.:-
11). Large sums of money; amounting to several .lakhs a~ a time, remaine.d in tbr. h~nd. 

G~ the agents- for mon~hs together and were not kerlt apart from their own prJv .. ate moneYlt 
(2) Although the agreements with the A~ent8 sti-pu)lIted- that each month's accounts were 

to be submitted to Government within 14 days of the, end of the month, very' considerable 
delaY8 took place; _ . . . 

(3) 'Shortages in excess oJ the limit of 3 per cent. prescribed' under the terms of the agree-
ment. were ~ePQrted to and accep~d by the GO¥ernment. of India. . . 

41) l'he <8ccumwatlOl18 of Government·, funds occurred mainly tor tworeuona. Under'~ 
. t-erms of the agr~ent.s, the agenJa were entitled to 50 per ct;nk of thelf comW188ton ~ 

..1 011' 1942. ThUi was baaed .on th& auumptiontbat the scheme would be completed w~thin 
the period of one mQnt.h but, sa already explained, it had to be extended 1lIItLl. the eD.d of 
1942. .N 0 OOlDDllil810n was paid to the agents until the- Mrmination of the leheme, 

(2) Ail unfortumr.t.e omission in· the agreements entered into, with the agents was that. 
there was no provIDon for. the . form in which agents w.ould tender their. acco~nts, \\lhen,.lD 
.July 1942, the Accountant General was able to suggest, in COnsultatlon With the Spocal 
-Officer' a suitable form of accounts. -most 6f the ,purcnaaes ha.d been completed and accoOIl.ta 
"-"ODlpiled. The trade agents were unwilling to recast their accounts to meet the approval of 
the Accountant Gen~l, and, it is to be- conceded, in thecircUJnstances, suchrecaatmg would 
have been extremely difficu,Lt in' many cases and might not have been of pl'Ueh value. 

, (3) Clau.sc 19 of the agreement with the trade agents provided 'as follo~1V8 :-. 
"At the time of final adjustment of accounts, allowance for ahortagem weight due to 

losa o.f water contents, action of rats, v~tl and othet: .'*e1y. risks shall be made but. }he 
&llowance shall in no. case exceed 3 per cent, of the quantIty tund to -have been purchased,. -

Four out of iJtc five trade agents reported 1Ihortagea ~xce~ing 3 .p~rcent. Bef~re ~h, 
GoverQDlent of India agreed to a higher percentage of. 8hort~ge, .• the pOSItion w~ eXaDlmed at. e 

length in consultation with' the Solicitor to the Govern,mint of Indla,. wbo poInted out thM 
the contracts with the ogeJitswere . for a -definite 'period and as thts penod had been exceeded 
on account of repE'ated extensions from time ~o time, the agehts. coul~ not·be 1.~l;lly. '-O~~ 
by the terms of, their agreemen,ta. Secondly, becaoseof ch.a~el m. pohcy-"nd pu Ie requIre 
ments stocks were moved from centres where it was ongmally tntended to· s~ore them to 
other 'places: 10 that a newfaci.or had entel'ed into the 8i~ation, After a ~ertam amou~t. of 
private. negotiation with the agents, the Government o,f India agreed to raft!etbe maxlm1P1l 
limit to be allowed for shortages. Of thi3 five agen~, tn the ,case of, o~e the acted' ual ah;.fgea 
were 1!"it~~ the li.mit .of 3"per cent., In two eaM8,t.be maxlDlum.lumt .ll~ • was per 



• 
oent.. f01" rice.and 4'5>'per cent.. for paddy. In, two other cuee, in whieh extens1ve transport. 
~y country craft was involved, the maximum limit .lor paddy ,!&8 raised to ~",per ceJlt. 
Ullfortunately, owing to the conditions of emergency under which • the scheme was ope!ateti, , 
physical verification qJ. atocks' to' ascertain the shortages. which had acrtua!ly o,ccurred could 
Dot be' carried .out, but the Government 9f InaU. were .. t.ia~d t.hat in yiew of these .condi-
tioD! the rates' of allow~ce- for shorta,se finally agreed upon~ere not unreasonable m fJ» 
a.ggregate. .. I 

'. 
APPENDI~ XI 

Memorandum 8nPwinghow·t:r.actly, the fund, were normally allotted to the Provincu and hoW' 
the intervention oj the De,teRet Deptt. into the. Working of (he' li'undhad affected ~ 
accou.ntB of th.e Central Rood Fv:nd.. '... _ • 

While ex~mi~iI}g th~ Appropria:tion Accounts fo~ 1942-43 relat:mg"~ the Central Road 
Fund, the PublIc Accounts CommIttee ,observed that the forms. 10' which the R~ad Fund 

. tralUl&ctions had been exhibited were not au1liciently e;xpl&natory and desired that. the 
Department should submit to them next year a 'full eJriplanatoryreport, showing ho,w exactly 

. the 'funds were normally· allotted to the Provinces .and how the intervention of- the Defence 
Department into the working of, the Fund had affe~ted its accounts. 

2. The question of amplification of the forms has been consi?ered. by the Gove~~nt 
of India. and revised forms have been drawn. up for incorporation 1D the AppropnatwD 
Accounts in future. ,It is also proposed to prefix an explanatory note to the Road Fund 
accounts. to make the latter easy t.o follow. ' " . _ . " 

,3. It has not been possible to introduce the revised forms in the Appropri!ttion Accounts . 
for 1943-44; The information required ~by the P. A. C. is, therefore, furnished ,in the 
accompanying report., The "&ccounts for 1943-44 draWn up in the revilied f()rms are also 
attached for the information of the Committee. ' 

. UndeF the llesolutioh on Toad development a'dopted by the' Central Legislature, an extra 
duty of c.ustoms' and of Excise of not less than two annas per gIllon is' to be lev~ on-
'motor spirit' and- the .proceed!! thereof applied for the purpo~s of. road developme.at. The 
rate of this extra duty was 2 annas per ganon from the 1st March 1929 to the"28th Febm~ 
1931 and since the 1st Mal'Ch 1931 it has 'been 2 annas-· and 6 pies per gallon. 
, 2. From the proceeds of suCh extra duty a sum proportionate to the taxed motor spjrit 

use a in aviation is deducted ~nd credited to thit Civil Av;iatian Funq., Th~ balance of' the 
proceeds i!1 credited to the Central Road Fund. . : . , 

3. The receipts in the Central Road Fund are administePed by the' Gov~mment· of - , 
India' with the advice of the Standing Committee for Roads. The amount credited to the 
Fund is allocated 'as follows:- '.. 

(a) A portion equal to 15 per cent. is retained by the 'Governor General in Council as 
"a Central Reserve. It is applied first to defray the- cost of administering the Central Road 
Fund· and· thereafter upon such scheme~, for research and intelligence and upOn such special 
enquiries- oonnected 'with roads anduPQn such special ilrah,ts-in-aid for such objects connected-
with roads as the t.overnor General in Council may approve. ' • ' 

rIn selecting ,schemes for grants from. the Centra.l Ree~rve consideTation is given to the 
. importance of the scheme from the ~-India point of view and &lao to the position of t4e' 

applicant with regard to its ordinary Road Fund allocations.] • .' _ • 
, (b) 'Out of the remainder 85 per cent:, the folIowing allocations are made :-

(i) a portion for expenditure in each Governor's Pro.,.ince; 
'(ii) a. ,portion for expenqiture elsewhere in 'British India, namely the" Chief Commis-

sioners t Provinces; and' . 
. (iii) a portion for expenditure in Indian States and Alimipistered Areas: 

as near as -may be in the ratio whicl'f the consumption of taxed ''qlotor spUit. (other than 
motor spirit used in aviation) in each area for which an allocation is made beats to the 
tot&;l'consurnption in Indi~ o.f taxe~ motor spirit. (other thanmotot" spirit used, in aviation), 
durmg the calendar year endlD~ durmg the finanCIal year concerned. The figures of consump-
tion of motor spirit in the varIOUS areas, in India ... re" furnished t.o the Government of India 
~ the Oil Compan~es. ~ - ' . 
, 4. The amount credited' td the" Central' . Reserve and the allocations to' the various 

administrations are basecV on the actual amount of id\renue creditable to the .Road Fund, 
which is known after the close of the financial year concerned, and .not'on the basis of 
~e 1UDount of ad hoc block grant transferred t.o the Fl)Dd during the year, The differenc.e, 
l}etween the amount. of. ad hoc. block grant transferred to the Fubd and that creditable t.G 
the Fund on the basis of 'actuals is adjusted in subsequent* years. . '.: 

5. The Road Fund allocations during a year relate to the revenue in th~ Fund in 
resa.ect of the preceding year. In a~dition 'on account' .allocations in respect of the anti-
cipaled revenue f9r the first. sixinonths of the year in which ,such' allocat.ions t.re m;.t.de are-
also credited to the Road Fund- allocation accounts of the Governors' and Chief Commis ... 

·sioners! Provinces. In other words, the allocation' made in a, particular year is in settle.! 
ment of the final $ltocation in respect of actna.l reVenue for the preceding year, ~8 1m 
'on ~unto', allocation in. resped' of the anticjpated revenue for the first six months of 
the yf'rtt" in question. " . " 

6. Thus the" all~tioD to • province ,during.. 1943-44 wquld be "Final allocation ,in r~ct 
.of the revenne ,for 1942-43 minus lon account' allpca,tion' already. made. at. the previous dWri-

butic¥J. in reapect of ~. qtidpated, revenue for the first six months of .194.1~i pew '011 

• 
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account.' allocation in'. respect-' of ,the anticipated revenue for -the tirstaix mont~~ of 
1943-44'1", • __ , 

7. For the administrations under categories b(ii) and b(iii) of ~~ 3' above, a lump 
Bum allo~tion is to be made on the buis of. eonsump'tionof motor 8JY.rit. The distribution 
'Of the amo1mt~i' so . allocated among the various units in thoae two categories is a matter 
for the discretion of the Central Government. This. distribution, . however" is also made on 
"the basis or consumption of motor spirit" These· amounts ar.e straight away, placed. at the 
disposal of the Administrations concerned. . '_ . ', . 

. 6. The allocations to the GoveJ.-nors·. 'Provihces . are J'et8.ined by the Governor General in 
Council until the;' are actually requjred for expenditure. The e.xistmg proced~re' in t!lla . 
J:(!g&rd is to give quarterly advances of 90 perceQ.t, of the estunat.edexpendlture dOl'mg 
eaCh quarter and. to,adjust the advances agai~t. actual -expendit~e at -the end of .~ 

. quarter. If, durmg the last.. quarter, any. ProVUlClal Governmentu!ld that ~he expendIture. 
in that quarter is likely-.to outstrip ,the allotment therefor, an accurate ,estimate· of the 
expenditure in .the last quarter is furnished to the, Gove~ment of India and. then arrange-
ments' are' made to effect the necessary. adjustment toco"er in full the fina-l est.imated 
eXpenditure in the accounts 'Of the year co~cerned. This procedure was adopted with a 
view, t.o avoid accumulation '01£ ,large unspent' balances with th,e Provincial Governments_. 

9. Thus'the- allotments t-o the Proviiicial Go;'emm~ta from their, Ro~d Fund alloca-
tions durmg . a year are made accordine- to the estimated' eXI*ldit.ure during that year. 
Such. allotments, do not represent .the aGtual Road Fund allocAtions of the Provinces in 
that year whictl -are 'calculated in accordance with the procedure explained in· paraS. 3 and .s above. ' . " " . 
, ],.0. The p'rocedure regarding pa~ent8' from the Central Reserve is slightly, different 'from. 
that of' allotments from the Road Fund allocations. After .the Central Government hav • 
• tisfied themselves about the' suitability of any apecifie~ preject for 'being financed from 
the Central Reserve, the' Provincial Government are informed that the Centre is prepared 
to meet-. from the Cen~ral Reser:ve the whole Qr a stated percentage of '. the estimated coat " 
of ~thjlt . project. The' Pl'Onncial Government ~ben sanction. t4e' detailed estimate for th. 
'work in question and the particulars ther~f are communicated by the Central OQvepunent. 
to the Audit Officers with the intimation that a contribution would, be made from the-
Ceptral Reserve . ~wards the expenditure ag~inst that estimate either at cent per cent pr a 
smaller percentage as the case ,may be. Actual payments. ar~ made .by the :AcCountant 
General.Central Revenues to the Provincial Governments 'on the basis of monthly audited 
expenditure on the work aa cominunicated, to him 'by the Audit Officer of the, Provincial, 
Government concerned, subject to the limit of the prescribed percentage of the sanctioned eStimate. -, , : . , 

• _, - • to 

~ 11. The use of the Road Fund, is governed. by the Resolution on road development 
adopted by both Chambers of the Central Legtslature and all prppoe".}.s for expenditure 
frolb th~ Central Reserve and all other proposals fot expenditure from the~d Fund 
allocations in British India are referred lfy the Governol' General in Council tc:s the StandinS-
,~mtQittee for Boadsbef'!f'& he approves of them. .. 

_ 12.' With the. advent 'of war, it was proposed to draw upon the Roa.d ]fund alloca-. 
tioDS and Central Reeen:e to meet the expanding, needs of the Army for strategic roads. 

,and the Standintr Committee for Roads supported this proposal. The Commi~ also agreed 
.that for administrative ..and acconn.t.ing convenience' the cost of' the ~ultan-Rohri-Quetta 
RrnJd project -which was to ·be fin~d' from the Centl"&l Civil" Budget, '$hould in tne first 
instance be met. from the Centtal ROad. Yund RMerve and later on recouped- from the 
Central Revennes. The receipts in the Road Fund have been augmented to the extent ,of 
expenditure incnrred' Oil 'this project and luch augmenttitiorur havtt been 'credited to' the 
Cenlral Reserve. -, . 

. 13;. As in the case of the Mu'ltan-Rohri-Quelta Ro4d project, it was 'foimd admfniJtra-
tively .' ~nvenjent t-o finance strategic road works, whicf{ were to b6 . carried out by . the 
ordina~'" 'Civil Administrations and the cost of, wbicltwu bey01ld the 'resources of the R6ad 
Fund, throt1g-h the procedure and accounts established for the Road Fund neserve. ·Such· 
lICbemes are whoUy orpanly financed from the Defence' Estimates., The cost of such 
scbemes, is in tne first instance: met from the Road Fund Resert-e and simultaneously re-
couped from the Defence Estimates.. ' ") . 

1~. U~1ike in ,the. ca'"8e ¢ the' . Mnltan-Rohri"-Quetta Ro_d project; the .tran8ac~ioD8_ 
relatmll to the. schemes financed from the Defence ,Estimates are accounted for onlV·' id 
statement .. II, and I1~ in the Appropriation Accounts which exhibit subventions from 'the 
Central Read Fund to the Provinces et.c. As the. recoveries from tbe. 1'>efence Estimates 
,~l'e made simultaneonfllly,; thev do,notaffeCt the positi8Tl of. tlie Central Road Fund as a 
~~le. and-a1'~no~- accounted 'for in Statement I in, the- Appropriation AecouDta which 
exh.lhlts recelnts 1Ii the Road Fund and disbunements therefrom. In the 'l'evied 'fol'lllS 
wlJ!ch are propos,eif to be incorporated in the Appropriation "Accounts 'with effect from next' 

. " . ", ' . ' 
year. It 11 proposed to show sepatately the eXpeI)diture incurred on schemes financed from 
the 'Defence Estimateaand the recoupment. from tbOfe Estimate. to. the Central Road Fund. 

15" So far as the ,question of al!ocation of ~ of 'Works of st';tegic jm~nce between 
the Road Fund alloc&tions,. the Cenj,ral ~rve !and the Defence Estimaies is concerned. this 
.Uoca~ion ia detennined 'on the, merits. 'of. t~e icheme.in 'consultation with the. Acbninistra. 
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tiona- cOncerned."an~ the War\ Dep~rtm~~t., T~e present po1icy of th~. Centra.~ Go~er~~t, 
in regatq to the construction an'i ma!n~ena.noe ,of strAtegIc roads. 15. explamed In • this 
Department's letters No. S 2, dated the 23rd Nov.ember 1944 lcopies enclosed)., . 

. 16 As regaJ:ds the amounts allotted during 1942-43 to Bombay from, the Ordinary 
ROad' Fund Allocations ~rRs. 54.Q4 )akhsJ and to Sind from the Central Re,sel've [R8. 42.00 
lakhs J the position is explained b.elow. : . .' ,.' ,..' , . " , 

17: There 'were - a nUmber of r?~~ works of mIli:tary llD:.portan;:e In Bdmb3:Y sanctioned" 
for being financed from theProvmclal Road F,und allo~tlOns. ~he Bombay Go~el'1pIlel1~ 
'were asked ~o ex:pedit.e: execu~ion of ,those wo:rk~ . and it wtJ,s deCIded to place adv.ance 
allocations at theIr .dlsposal, If necessary. The sum, of Rs. 54,04,212 allotted to Bomba), 
during 1942-43 was thus made up of :-'--' _, _ 

. • .! 
,1 ' 

U~~ttedba.l§mCe ~ the Provincia1allooation ~count,rith 
'the Central Government in respeCt of the ~.en'.Ie aIloca. 

ted to indo of 1941-42. ' 
Allo~tion' to the Provincial Government 'made' durjng 

1942.43 (i.e. Revenue during 1942-43.). 
AdV8.nce.al1ocation made .during 194:~-43 which woUld Be 

adjusted ag~ future alloe~tioJ1S. 

Total 

Rs. ~ 

21,36,212 

25,30,029 

.7,37,971 

54,04,212 ' 

'18. The grant of' Rs. 42,09,485 from the .'C?entraf B.eserve t~ Si!ld during 1942-43· was 
also for the execution of certain works of. milItary lIDportanee.ID Slnd. T~e, cost of some 
of these works was to be, ~couped froni the Defence Estimates. A~a4tst the ~al. expendi- /. 
ture of R~ ... 42,09,485 the "amount recouIK:d -from the Defence EstlIDates 'durmg .l.nat· year 

, amounted, toRs. 34,06,7,98 as explained in footnote (b) under Table ilIon page 2l?2 o~ 
the Appropriation Accounts for 1942-43. ' , : . . . . 

19. The 'nil' allotment from the Road Fund allOcatIOns to Smd durmg 1~2-43 was 
due to the fact that the Government of -Bind did not apply, for "ny allotment from the 
Provincial Road Fund allocations during that. year. 'fhe expenditure against the Roalj F.un4 
allocations was. met from the unspent.' balance with the' 'pxovincial Government at the 

'beginning of the year. The Road Fund allocation to Sind during 1942-43 was lRs. 3,59,326 
which was allotted to the Provincial Government during 1943-44. . . 

< ~ • • 

LaTnm No. S. ~ ~ATEi> THB 23nD NOVBll~ER 1944, FROM D. R. RU'l·N.ut~ ESQum/r O.B.E., 
I.C.S .. JOINT S-~ARY TO :I'HE GOVERNMENT OF INDIA, WAR Tn4NsPORT DEP~TKENT -
TO (I)' ALL PnovniC:w. GOV~NMENTS. (II) THJt CHIEY COMKIS8IOND, ADlEB.-MERWAlU. 
THB 'CHIEF CQ,XKISSIONEn, D&LHI, . ' 

SUBJECT :-:-Policy" goven.ing rood comtruction aT,d ~ntenance 101' atrategie realOn.! •. 
sm,. "" '," , 

I am directed to refer, to the' correspondence resting with the Government of .IndiA, 
Deparbnent of Posts and Air, let~ No. ,So 2, dated 13th ,January 1944 tcopy enclosed), 
'l'e(larding' Goxernment of India's policy in the matt~r of financial • assistance ftom: the~ 
Centre towaTds the ~provement and mamtenance of' roads, of military importance. ' • 

2. It has been brought, to, the notice of the Govenunentof India that in many cases 
couiderable delays have occurred in the execution ,of strategic road works, because of the_ 

- time taken in reaching . a settlement between the Government of India and the Provincial 
Governmen:ts in "'respect of the apportionment of the costs of the;' works. Since it is impra-
tiye that work on str.ategic roads should be commenced as 8OO!l a$ a d~ion to proceed 
WIth them h,~ been taken, the ,Government, of India have come to the 'conclusion that a 
differeJ)t ,basis of apportionment of costs. is required to eDSure that there should be no such 
delays- a8 have occuX:l'ed in the past. . , ' ' . 
. 3. Strate~ic- road works· may for, the purposes of this. letter. be classified as '(a) improve, 

ment of sel!cted. r~d~ t~ a standard highe~ than that- prevailing before improvement was, 
u~~rtl!keIl, .and (.bJ mamtenaIl1:e ~ a s{!ecified standard Of roads ~sed extens~vely hy 

, mi.lif-iry t~aflic., After taref~l co:Qs1 deratilo,n. the Government 'of IndIa propose to adoI!.t . 
. t~1 followmg formula reg,ardmg the apporhonmen~ of the cOsts of these works -as are sanc-
tioned on or after ~e 1st December 1944, as between them Ilnd the Provincial Governments: 

_ (it For improvemen~ work~. Each i~di~idual work will require. the prior approval of 
, ' tlie Goverx:un~nt of IJldlll and will thereafter be treated as a milj.tary proj-ect in all respects. 

The .Provmclal Government should consider in each case whether the cost -should btl met 
fplly or. in part from the Proviltd.al allocation of the Road :Fund. If the Provincial' Gov- , 
1ll'nment are oot prepared to contribute allV sum,. the Centre will' bear the entire cost. ' ' 
., . V!.he!'l the impro;vement work has been ~completed, it wjll be considered -whether tdle 
Provm~lal Gover~man~ wiU be, required to malte a lump ',sum' contribution equiVl\lent 'to' 
the e8t~a~ed 8~vmg~ If any, 10 maintenance expenditure as a result of the Improvement" 
but no cl~lm wtJI b~ made,. by the Central Govetnment 'except in .respect of projects .likely 
to r~~n1t 10 su~stantlal savlnge of maintenance costs. . . 

(11) For ma'1}unanct, . the. Provincial Governm~ta to bear expenditure up, to twice,., the 



,. 
a'terage maintenan~ cqat d~ing the laat ~epre-W&r yea~, "i~'J ~938-39, i937-38 ~ ~Q36,. 
37, t.he balance. beinsz proVlded by t.he ~vernmentof India. The ~creaae of 100 'bC'r cent., 
over the pre-war a.verage expenditdre is int.ep.ded tQ cover the. in~d ¢(\at of labour 
and material. . . . 
i 4. I am to add, that, for th~ putpoae of applying the above forruula the General H-.d-: 
quarters (India), Will compile t.n exhaustive list of strategic ~d other roa.d$ subjeotedto 

,heavy mUitary traffic and the above formQ.la for financiaf assistance would be applied in 
respect of the iinprovem.ent and, maintenance of roads included in this lis" only. .A copy 
of this list will be forwarded to you as BOOn d.s it is received.. , . 

5. I am to ex-plain that the proposed agr~ent will in no cway aftect' " special agree-
ment, if any, already existirigbetween the Government of India. and the Provincial Gov-
ernment 'in respect of cODstructionand maintenance. of strategic roadS'. \ 

6. Tbe Government of I'Rdia consider that the above proposals take full cognizance of 
the difficulti~ of Provincial Governments, in financing road works of milita,ry imp<?rtanoe 
and are coQ.ceived generoualy wi£h a view to helping th,em as much as possible in inlprovin5t 
and ma.intaining their roads up·t() the ,standard requir~ by t.he Army. I am to- express 

. the hope that the Provincial.Governments will find no difficulty in accepting them in 
entirety and will intimate their a~ptance ~ this Department .at !J. very early date. The 
Government of India will meanwhile proceed on theas8timption t.bat the forefZ'Oing propofl&ls 
will have effect from the 1st December 1944. 

Copy forwarded to' War Department. 

D. R. RUTNAM, 
Joint SeCf'dary to tie GO't)eT1Iment oj India. 

LJrrrErt No.8. 2, DATED THE 23B.D NOVEKBER 1944, mOl( D. R. RUTNAlI, ESQUIRE" O.B.E'~l • 
I.C.B.., JOINT SECRETARY TO TBB GOvDNxENT OF INDIAt Wm TRANSPORT DEPAR1'KENT 
TO 1. Tn HON'BLJ: THE RBsIDBNT IN MYSORE.· 2. THE HON'BLIt THE BEsm.u."'i" 
AT H1DERABAD.30 THE HON'ltLE THE RESW~ FOB ,CEMTlUL INDIA. 4., THE HON'BLB THB t 

RnsroENT .... FOR RAJPUTANA. 5. Tu HON'BLII TH'It RBSIDENT' FOR THE PUNJAB STA'J"U. 
6. T1m REsIDENT FOR TIl& EASTERN STATBS. 7. Tn REsIDEd FOR THE M.\DRAS- ~'rAm. 
80- TRERESIDENT AX GWALlOR AND. J"Oa THE STATF.s OF RAMPUR AND BEMARKS. 9. Tn 
HON'BL& THE REsIDENT AT Bmo])! AND FOR TIlE STATBf4 OF WBSTERN bIDI.\' AND G'OmAT," 
BARODA/RAJKOT. ,10. To RESIDENT IN KASlUl.IR, {ND 11 .. TUB ,RUIDBNT FOR KOIJUPML 
'.urn TO DBCCAN STATBS. ' " • 

" 
SirJ· SUBlECT :-Policy CDveri1lg ,traugic f'otUl COft.8troction antl maintenance 

I am directed to refer to*(the endorsement belowy the Government of India, Depart-
ment of ~oats and AIr, letter N~. tst~ • dated the 18th September 1943,regardiJ;tg 
Government of India.'s policy in respect' Of Anancial aYistance from the Centre towards the 
improvement 'and maintenanre of roads of military importance. I. 

2. The Government of India ha1te since reoonllidered the. policy: and DDW propose to 
specify the e~tent of ,contribution from the Centre for the Btra~ic road workS. In this 
Department's' letter No.8. 2, dated 23rd November 1944, (copy encl!lsed) the proposals-
have been com'eyed to the Provincial Governments fer theit concurrence and the Govern: 
,ment of India propose to enter into a similar agreement )Vith the Indian States. 

> 3. I am to· reqnest that, If you $e8 no objection- the contents of the enclosed letter may 
kindly be conveyed td the State(a} with. wbich .. you -ate concerned and throuJt!1 which 
strategic roads run in suitable'tet'JDS and their agreement to thenroposale intimated to t.his: 
Department at. a verr· early date.. ',. . .•. 

(Thia letter .is hemg wued with tho 1lnt~rity of the Crown Representative). 
D: B. RUTNAM, 

Joint 8er:re.tatry to the GovermMnt 0/ Jndio. 
Copy . forwar~d to War Department. 
Copy togefJler with :. copy of this Department's leUe!' 

1944 to. Provinces, forward~ "to t.he Political Department. 
No. ,8.2, dated 23rd NO'geJllber 

, D. it. RUTN AM, 

• To (9)-(11) only. 
!To (1) only. , ~ 
t To -(2)-(1l} only. 

Joint 8eCf'etmy t() tAe Oovernmefl/, 0/ [ndia., 
----.''"--

1. Central Road Fund.-
(Main Fond.) 

• A.l\BC~.-
Appropriation, to t'M Pund- _ 

To end of 
1942-43 

Rs .. 

1. (4) On the basis of &()ditional duty on 
.. motor spirit n • • • • 18,01,66,328 

(b) On account of contti.bution in cotmee-
tion with ibe Multan.RobJi.Quetta 
Road project • 60,00.000 

69,00,000 

.18,61,66,328· 92,00,000 

• 
Total 

RI . 

18,70.66,328 
• 
83,9{),0& 

19,63.66,328 
.------~------...... ----------------..... ------
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A. RECEfnS- contd. 
2. !Meet R~ 

(a) Voluntary contribution from. Bm:ma 
and Assam oil companies during 1929-
30 . • . .- . . • 

(b) Con~ribution fro~ generalreven~es 
dunng 1934-35.. '. . . 

(e) Other miscellaneous IWoveries and 
contributions. . .~'. / . 

(d) Contributions from Defence Estimates 
to set -off the effects of refund of Cus· 
toms duty on motor spirit consumed 
by Defence Services. .' . 

(e) Contribution from Defence Est~tes 
for strategic works-- ' 

(i) Original works and improvements 
(ii) Maintenance ' 

Total 

B. ALLOCATION 011' RECl!:IPTS. 

1; Oredits to the:. Oentral Road Fund IfuertJ~ 
(-0) in respect of additional duty on motor 

spirit '. . . • . . 
.'* (b) in respect of refund from Defence Esti-

mates uide 2 (d) above . . . 
(c) on accoU1lit of contribution in connection 

with ,the Multan-Rohri-Quetta Road 

Total end of 
1942-4:3 

Re. 

',9,38,876 

40,00,000 

" 8,14:2 

1,28,31,225 

20,39,34,07 I 

2,24,97,580 

, 

457 ' 

78,00,000 

65,4:8,314 
16,10,000 

2;51,58,771 

10,35,000 

.l1~70,OOO 

60,00,000 project . .... 23,00,000 
(d) other Direct Receipts vi4e it.ems (a), (b),-

Total 

Rs. 

9,38,876 

78,00,000 
• 

1,93,79,539 
16,10,000 

22,90,93,34:2 

2,35,32,580 

P',70,OOO 

83,00,000 

2,59,37,014 (c) and (e) above .' 1,77,78,24~ 81,58,771 
----------~--------~-------------

Total 4,62,75,823 1,26,63,771 

2. Allocation for ~enditure' in Governors' 
. Provinces .' . . . . . 

3. All~t.ion for expenditure elsewhere in British -
India t.e., Chief-Conun.i8sioner'sProvinces 

4:. Allocation for expenditure in Indian States 
and Administered Areas . . . . 

6 .• Unallocated balance expIain.ed below'. , 

12~44,8'9,2()9 

44,3:4,167 

1,98,56,341 
, 88,79,031 

.. -

, .. 
1,24:,95,000 

p,89,39,594 . \ 

12,«,89,~, . 

«,34,167 

1,98,56,3'1 
2,13,74,OSI 

This sl1m of Rs, 2,13,14,031 'consists of (i) unallocated balance on account of intimation 
of exact amount creditable tc> the R-ead Fund having been received after the' close of.!he ' 
year.(200,91,788) and (it) the difference between amounts 'of ad hoc transfers and revenue 
actually creditable to tile Fund oil. the basis of actuals (12,82,243). 

C. ACTUAL D!SBUBBEMlIINT8. 

1 •. Expenditure /rom Oentral' RodlI Fund 
RetterV(',-

«J) in Governors' Provinces. . . 
(b) elsewhere in British India, i.e., Chief 

, Commissioners' Provinces . 
(e) in Indi~ States and Admin.istered 

Areas. . . . .'. 
.(~ for Consulting Engineer to the Govern-

ment bf India (Road$) and his steff . 
• (e) for Indian Roads Congress . 

0.. EXPENDITURE ON 8TR.ATEGIO ROADS AS po' 
2{e~ ABOVE- . 

2. Pa,im"ent from Road Fund allocati0n8-
• (a) to Governors' Provinces. . 

(b) to Chief Commissioners' Provinces . 
,(c) to Indian States 8{ld Administered 

• Al'eaS . - '. 

Total 

Balanee 

2,44,12,459 

4:6,15,977 

, 65,78,852 

14,34,279 
86,698 

1l,46~86, 726 . 
«,34,l67 

1,80,85,746 

17,4:2,34,903 

1,68,68,443 

_9,80,313 '. 2,53,92,772 

3,769 4:6,19,74:6, 

3,26,OU; 69,03,867 

1,49,121 -15,83.400 
.,000 ~ 90,698 

49,«~795 -11,95,31,620 
«,34:,167 

14,06,071 1,94:,91,817 ' 

78,13,084 18,20,47,987 

91,81,371 2,60,,0,81' 
~ 
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Bzpthditur, on M'4'-ltan-Roll.ri-Quetta Road financed by Special c01itribittWn mudt to ReI~ 
Irom ordina1'y Generlll Re",·enues . 

flinj&b 
Bahawalpur 
SiDd. . 

• 

Baluchistan . . 

• 

lII. T. Park RobriN. W. R. 

• 
Amount approved' 

upto 19~2-43' 
Ra. rakhp· 

4'42, 
~·61 
2.·~ 
31·06 
0·17 

81.26 

During 1948~44' 
R8; lakhs ~ 

0·00 

Total 

Rs: la.khs .' ".2 
00'61' 
U'4if 
3f~06 
0·17' 

81·75 
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'lIefn9TQildilm ngarring gtllef'al re~iew 01 adequa~y' 0/ the Renewal lle8erVt" Pund cJ/- the 
Poau tmtl. Telegraph. Department and a lump "'Ill contriQution to the Iv.Ad 01 IU., 50 
lakluJ dvrmg 1945-46. . • 

in Paragraph'.46 o.f the Report on the accounts of the Posts and Tel~graphs Departin~nt 
f~r 194243, the Public Accounts Committee noted with approval that a lump lum CoDtribu-
t.lon of ~s. 1,00 lakhs fr,:om the reVenlles of the Posts and Telegrapha Department for 1944-45 
to the Renewals Reserve Fund was intended to be made: In 1942-43 a sum of R.,. 150 lakba 
was paid for the ~rst time as a special co.ntribution:to strengthen tb8 Renewals Reeen.o Fund~ 

2. It. was declded .to postp,pne the general re,vlew of the adequacy of the ~un4 till the 
end of 1944-45 wh~ It was efpected that the assets of, the Telephone COlllpaDles' would be 
completely taken over and the Telecommunications Development Scheme would be completed. 

3. Abou.t half of the Telecommunications Development Scheme was completed, by the end 
of 1~ and the bulk of the other half isexpecte.d to be completed by the enJl of 1945-46, 
leavmg .K, amallponi:on' to be carried out in 1946-4"1. The' question of the incorporation of 

. the Capital accounts of the Telephone Dist.ricts· is un.der examination in consultation with the 
audit authorities. Further, the department has undertaken another large scheme for the 
d,6velopl!lent Qf Telecommunications on Indian Railways. This 8ch-eme is likely _to be 

. completed ,by the- end of 1945-46. The li/:eneral review may, therefore, be suitabiy post-
'poned till tJnr'end of 1946-47 when it should bepmsible to work ~ut ", satisfactory basis. 

4. It wilt be ~baerved from the attached tabular 8~temcnt. that 'the -withdrawal during 
,1945-46 is expected to exceed the normal contnoution~to the fund for that year. It baa, 
therefore. been decided by the Oovemment of India that. pending the genera! review, 
another lump Bum 'contrihution of Rs.' 50 lakhs should he made t.o -the fond out of the revenues 
of the department for 1945-46. This will raise thf> balance at thp- end of the year from 15'35 
per cent. to 11·M per cent. 9f the Capital at-charge and practically bring it to the level for 
1944-45. -

StaUlMftt .~ position of Renewal Re.erve Pund 

- , 
1'36-37 . 

.1937-38 
1838-39 
It39-40 • 
lM041 • 

'lKl-d . 
IM243 • 

YMr' 

1 

... 
. . 

194.3 « . . . 
19«-4.5 ~ ~ INS 

FiDal aooounte 
IM6-d (B. E.) .. 

. 

op$ning Contribu-
bala'Me tionf'rom 
ofR. R. Revenue 
Fund 

2 . 3 -
3,03,79 . 26,00 
2,83,30* 23,13 
l.se,lSt 23,13 
1,95,90 23,05 
1~98,06 ,23.05 
1,94.11 25,00 
1,92,58 1,71J,00 
3,27,74 25,00 . 

3,23,49 1,!5.00 
4,Gl,60 24,00 

75#00 

With- Closing 
. Capital at 

charge 
drawal. balance - in re<q>eet 

from the at the end of fixed 
Fund of-the aaaets 

year 

" '5 6 

21,88 3,06,91 17,~2,71 , 
15,30 2,91,13 16,71,88t 
16.36 1,95,90 17.07.03 
2~89 1,98,06 1'7.36.06 
.26.40 1.94.71 17,59.24 
27,13 1.92,58 17,73,M 
39,84 - 3.27,74 19,06,18 
29,25 _ 3,23,49 19,59-,56 

- 46~9 4,01.60 . 22.75.82 
31,64 3,95,06 25,73,17 

4.45,06 

"'Excludes 23.61 representing the share of Barma and Aden. 
tExoltides 1,38,83 representing the value of assets of Bl1:'ma and Aden. 

Propor. 
tionwhiok 
'closing 
balance 
beanlto 

oapital at 
oha:rge 

7 -
Per cent. 

17·41 
17·41 
11'47 
It'41 
11'06 
10·86 • 
17·19 

-16,51 

17-65 
15·36 
17·30 

tRs. 1,0) Iakhs paid to make up the arrear losaee on Preaa Trame. 
NOTE.-Tbe above figures are exclWlive of those relating to the TeJeph<me Districta. The8e 

will be taken into conaideration when. the final review is carried out. Complete fi.gu.res iIi thia 
behalf &1'& nQt available at this atage. . 

APPENDIX KIll 
Mefn()7fl~drtm re.garding r"iJiew of biUU oj a1J'portio7lment uJ ioIt 0.1 pett1/. work. b~t~"eft 

W OTking Bzpt'Mes and RtMwD!1I Rutrt'f /lund in t/,e Po'''' o:n.d TtlegTap/U Department· 

In para. 57 of the RepOrt on the accounts of the Pom & Telegraphs Department fOl.' 
. the' year 1942-43,., the Public Accounts Committee desired that the existing basi. of the 
apportionme1lt of ~t of petty wor,ka between ~orking E~pel18ea _.nd Reo.wala ~n:e 
Fund .hould be reVIewed. As a result of the mcreue ainee 1940, m the monetary lim1t 
(frem &S. 200 to B.a. 2,500) upto which works of capital nature have to be debited to. 
Working ExpeDaes, the expenditure on" petty works falling within the reviaed limit. whicb 
was previously charged to capital, i8 DOW booked to Working Expeneea. The balY of 
r.pporiionment of. the cost of petty work! adopted in 1936 is that 25 per cent. of tha oo.t 
of lOCh worb is charged. to Renewal Beeerve Fund. AI a result of the raiaing of the limit 
of IUch work. to &. 2,500, there i~ an extra debit to the extent of abou~ RI. 2 lakha a 
yur to the Renewal . Beaen. Fund. 



~.~.-.~.,-:---. 

,. 2. ~ stated in the memorand\Ull in reference to para. 46 of the Committee's report on , 
the accounts of the Posts & Telegraphs Department £01' 1942-43, the general review of the 
adequacy of the Renewal Reserve 11und cannot be undertaken until the Telecommunications 
Deve19pment Bcheme wo!ks are comple~ed b~ the end of 1946-47. The review regarding 
apportIonment of expendlture 1)npet~y works In the Posta & Telegraphs Departmetit between 
r~newal Reserve Fund and and Working; Eatpenses can also be suitably undertaken at the same , tIlDe. • ,,' . 

APPENDIX XIV 
Report on alleged [I'al8ification oj flccountB 

~ Paragraphs 7 and a of the Audit Report,' Defence Services, 1944, refel", to the unsatis-
f!'Ctory state of the store accounts in certain ordnance depota and point out certain irregulari-
ties . 
. ... The ~.ilitary Accounts Co~mit~ 'has sta~ed,in calling for ,an inv~stigation of these 

. lrregularItIes, that. the facts given m ,the AudIt Report afford prilOO lacie evidence of deli-
berate falsification of accounts - '. -

2. The -Brigad:ers, Indian Army 9rdnance Corps responsible for the administ.rabion of 
the depots concerne~ wert) therefore mstructed to order fo.n. investigation and to ~eport the 
results; they w~re l~fo~d that deliberate falsification of. accounts had been alleged. . 

3, (a) T~e InvestigatIo? at two of th~ depots showed that the irreg~larities were dis-
covered durmg. Local AudIt, and tfIat action' was taken, ,at the time, to avoid a repetition 
of the errors; 1D ~oth ca~es, further investigation into past errors was suspended, unde, 
a G. H. Q. authorIty dated 15th December 1943. because it was desired to examine in consul-
tation with .t.be Military ~inance ~e~rtment, the extent to which the investigation ot 
past erro~H (m all depot~) mlght be dIspensed with on the pun-do that it interfered, to little 
profit, WIth current work. ' 

(b) 'l'he reports on investigation tarried ~t on, all thr~e depots have this in, conimon, 
vit., that thev ascribe the irregull1Titics to the .. large perceutage of untrained and inexperi-
enced staff whose errors arose from ignorance of correct. procedure and ,not from any 
intent to defrauu-that is. to 1Iay from that class of errors which the Military Accounts 
Comm:ttee is prepared to condone vide para. 9 of its report. No disciplinary action has 
been taken in connection with the irregularities except to discharge certain clerks found gu.llty 
of "scoriu'g" out the, errors in one depot. 

4. (a) In the case of t~o. depots the irregularities are ascribed wholly to the common 
factoM referred to in para. 3(b) above. . , ' 
.• (brThe following is a brief summary of other causes all ~rds the third depot. 

The threatened invasion of Southern India necessitated the evacuation. of lar~e. stocks 
to depots located further inland j this considerable movement of Btock led inevitably to the 
subordination of normal accounting procedure to the urgent. need for physical clearance. A 
test check of ledgers showed 18 instances in wbichthe number of 'packages originally sh"WJ.l 
in the ledgers as ha~ing been received was later altered to accord with the correspOnding 
Bamber actually wued to overseas fonnatioQs. In considering the eviden.ee produced 
dU!,i?g investigation, Brigadier~ Indian Army Or~nance Corps, Southern Army formed ~he 
0fInlOD that there was. no £,vldence of 'any deliberate attempt to defraud by b.lsmcahon 

""0. &ccounta. ' . 
SummaTY . 

Although local investigation into the re~rted irregularities in" all the depot;a to be 
conducted with tne probabilitr of fraud .in mind, not only ~as' there a complete lackot 
evidence to 8UpPOrt. the suapiClOn of fraud. but the Local Audlt Officers thems~es had. ne 
knowledge that accusations of ,this nature had. been made.. . 

It, seems clear frem a' study of the detaIled reports on whICh the preced~Dg ~emarks 
have been baaed, that there is no evidence of any deliberate attempt at falsificatlon of 
accoul}ts. 

APPENDIX XV 
Gt.'fttl'al Rtport Oft' O1-drumce D~pot Adminutl'ation 

Improved method, of accounting, stock-taking, storage' and depot procedure"have ~ 
introduced. based' mainly on the latest U.K . ..system and &s a consequence a very conSider-
able improvement under tnese beadings has been effected, 

2.Acc~ti"g.-The introduction 01 an inrlepeodent ledger-checking st.aff euaures that 
~ are up-to date and IlcCurately r8(.'Orded. ~ew. types of acco.unt car?-s on the 
Viiible Index system 'are under preparation' and wlll lDcrease accountmg efficlency. An 
improved ledger posting position in 1944 is indIcated by the fact that the a:verage 'number 
of outstanainrf items for the last quarter at anyone time was 6.299 as agaInst 1~,051. for 
the laat quarter of 1943. The n.ecessity for COFrect accounting is .being ~st,an~ unpressed 
on Ute Depot p.tafi by mea~ of circuls,fs and letters and by t.ou:rmg and mspectmg ~fficera. 

3. 'Y'tock-taking.-(a) Depot· stot"k-taking ,,"or to 1943 was one 'Of t~e many ~utles .of 
group officera. Special officers are DOW detailed for this purpose and their sale ~~tl~ CODS.1St 
of cont.inna} check of physical balances in the store·houaes, sub~~ent reconcihabon WIth 
aecount card balances and investigation of discrepancies. Verificatl(j~, have a8 a conse-
'lnence been more thoroug~. In large depots. stock-taking has been instituted on a yearly 
basis as it was ·found that more frequent checks.could only. b! effect.:d a.~ the expell8e. of 
accuracy, but when practicable, more -fr~uent checks of qUlck-movmg Items are carned 
out. In smaller depots the main stock-taking-is still 'famed out half yearly. 



(b) As has occurred in all theat.res, -.tock.ta.king has prov.ed a very difficult task but 
etVen 80 only eleven Depots were behind schedule in 1944 and of those ten were over go. 
per cent. complete. (:Plea.. see (c) below as regards t!e 11th Depot). . As stock-taking 
ofIicere and their staff acquire greater experienc~ stock-taking in depota will, i\ is ex}1ected, 
become progressively more accurate ,ill futu.re.. 

(c) StoCk-taking at Central Or.dnance Depot, Debu was nQt, completed by the date fixea· 
for the drawing of the "Red line" (30th June 1944) and· even to • date it has not been 
completed. Du~ to many diffict1;lti~s such as an entire rearrangement of stores both inside 
abeds and outsIde, to enable eX18tmg shed. to be· reftoored and new sheds to be construct.-
ed, stock-taking had to be temaPrarily abkdoned and no forecast can yet be given by 
when it may be completed. A special; committee waa appointed to examine the pbeition 
independently at t.he Depot and to report on: 

(i) the possibility of stock-taking at present, 
iii) the date by which it could be completed, 
(iii) what aai8tance is required to ~rry out· (i) and (ii). 
~beoto::e Report Their report has since been snbmitted and· is under consideration. 

, 4. Stmuunaa.-Very considerable progreas has been made in the enueavour to layout 
etGrehouses OR the principles adopted in the more up-to·date U. K. establishments. A rtni~ .. 
form syste~ baa been-introduced and the exact l~tions of!ll stores held are to be recorded 
.tt.boogh entire completion is' delayed through lack of a suflicient number of· storehouses and 
equipment. . To fa:cilitate stock-taking, standard methods of stacking are now used, but the 
~ucity of high grade labour aDd adequate supervisory staff have been the.' limitmg factors in 
aebimng complete succeu in tbis. direction. . 

5. Stmularll Depot Procetlurt:.-All depots of India Command have adopted U. K:. Depot 
procedure and this haa speeded up the issue of· stores and mcreased the efficiency of: dOCQ-
~t&t.ion. 

6~ General.-An all-India tigbte.ning up of' depot admin~tration ov~ the put year, the, 
constant training of personnel baaed on experience in India and de.putations to the U. JL 
have had a marked _ effect. on efficiency and although rapid expansibns· have occaned. with 
a conaequent thinning ~ of experimced and- trained pebonnel, it can confidently be 
anticipated that the standard Qf eflicienq now reached win be .. int.aiD9d and imPTOVed upon. • 

Pa ..... /3(0) Of the Report _ted that a .peciJ.I .... CQIIUIlittee bad ,*n appointed to e __ " . 
the poaition at,. the C.O.D. Debu and to oreport.. on-

. (i' the po_bilifry'. of- stock-talring at preaeut;-
(ii) the date by which it. could he COlhpleted, 
(iii) w.bat ... istance would be. required to carry, opt (i) &, (ll). • . 

2;. The: examination by the commitiee w_ CMTied out,. aq<!, t.be report w.u datal 31at 
.llarch 1946_ '. 

·'a) 'the Committee _aa of the opinion that st.ock..taking in the tbr,e. of· tbe.·6 8Ub-de~ 
oould proceed. normally and· iD8itructioo.· bave been iMaed to· this effect,. 

(b) 11 .. regards the. remaining. three sub-depotac the. l~ion of ~kJ~, meomplete 04: 
the committee -recommended that stock-taking should not proceed .untll tht commandant .... 
aatisfied that -all !tocks had been located. 

{c) The reasoDs for. the failure to acconu>lisb correct location of stocD were: 
(i) Extreme s!J.ortage and, indifferent. qality of labour. and the·, weakness of the '81IP:H-

vising grade which prevent.ed the- accurate sorting an(i stacking of <:&888 which 
. were difficult / to .identify. '. 

(ii) The shortage of aceommodat.~ accen. tqMed b7. the nece.ity: for re.-;ftoon.·~_.~le..... ' 
store-houses eflCh of 30,000 sq. ft.. and in consequenC! the. dou~Ie ~dJiDa. of 
cues wbieb had 19 be re.inovea and placed in tbe OReD. 

(iii) Ineufficient handling gear.,· • .• . ...... 
(iv) Indifferent lighting· of the depot by day aDd t.ck of lighting by, ~~t. .' . 
(v) The' receipt of large quantities of~ stores before the depot was properly colllpleted 

with covered !torage space, road!, railwa,a and 11'cking. . 
3. In view of the f01'egoing. the Committee was not in a pOsition to. advise a date Ji.heu 

the Iltock-taking cou4l rea80na.bly be ex~ to be completed. 0'. 
4. The committee: recommended the foI1owing auiltance ~or t.he C.O.D., Debu:-

.{ a) Additional accommodation. . 
(b) Extra Decaoville railwa,.. 
(c) The early cotr;lpletion of the re~ftooriDg of, certain sheds, and of the e1eCt,rifie.ti ... 

Jl;heme. 
(d) 'rhe ~tin1t 01 certaiu additicma1 apeciali,t st.aff~ 
(e) The provisiOD -of. adequate la~r. 



5. The foUowing acUon . has. already been take11 on the roeommenda.tiOIlJ ~t out iD 
para, .. 4. 

(al Arra.ngements bave been IJli.de for, the supply of Ni88en hutting to the e.xt.ent o.f 
55,00<:? sq. ft .• o1, .torage accommodation, The po88ibility of fur·tber . provisiOn is undor 
exammatloJl. . 

(b) Addit!OD&I Decauville railway is being supplied. 
(c) The tefioorin~ and electrifica.tion are being accelerated. 
(dt Cert.a~n Specialist staff haa ,been posted. 
(e) . Additional, l¥~ur has . peen posted and efforts are being made to. increase recruit.-

ment m southern India for Importation to Dehu. Action baa been t~bn to- enaure early 
proviaion of trained lupervilory ataft. • 

APPENDIX XVI 
Rtpot"t on 'the improvement made in the keeping 01 th~ indivilval Ql;Counta ,01 per60nnel Oft 

the war ,,ptem 01 accounting . \ 
" A ~t. deal. of Mtenti~n: bas been and is'. being paid to this matter by both the financial 

and adm~mstra.tlve. aathorl~les. who fully realiae the vital importance of bringing tbeK 
accounts mto a satisfactory state befor~ heavy releases and. general. deID<}bilisation of Defence penonne; oc~r. A number of ~~ me&8Jlrea taken to thilJ end. ha:~e already been reported 
~ tb~ Co~.mlt~ ~d many addltlOf1&l onu have recep.tly been iDatit.uted as 8. tesolt of th. 
1D~slfied mvestlge.tlOD of, the problem. . 

On the accounting side reviled I;RL.A.. forms &l'e being introdnced with a view ~ 
limlllifying and' systematising' the posting work, and v.arioult measurea of re-organisation a.ud 
change. in procedure deaigned to tighten up control over, and generally to speed up add 
improve, the work of :naintaining these accounts, have alao been put into force. In-
addition the ~upervisory .taff in the acCounts offices concerned' haa \)een strengthened. On 
the admiuistratlve side the work of notifying promotions, reductions in. rank, leave, aDd 
other occurrencel affecting. the pay of personnel haa been Centralised at Jba.nsi and ~ 
fot the instruction of officers in the- work of Record Office. have been started. Clear 
iDatructiona have also been isaued for the guidanpe of all concerned in regard to' the 
procedure for notifying happenings affecting the emoluments .of personnel, "'the method. of 
dealmg with the pay r.ioka of other ranks,. and other matter. relating to the maintenance 
of the soldier'. pay accounts. 

2 .. Theae meas~ have already resulted in a marked improvement in the state of' tJje. 
aPco~~ ~n:d a ~blt.alltial reduction in the magnitude of the arrears of 'Work. In ~. 
CIt*8. of·· officera~ ~unts the: Military Accountq.nt Geueral, has l'eported that.. thel are n9w 
in a aatiaf~tory state and that in consequence' there has, been a· welcome diminution ill 
~e, Dum~r of cOIqp~lnta .from officers. reaarding their personal accounts. 

Aa regards' 'other ranks' while the report'S received from the Military Acco~taJlt. 
Geu~"l indicaW ~t great progress has been made duri~g recent months in the clearance of 
&rrMr.l, the conditiou, of some of the. offices. still causes anxiety,. mainly because. further, 
Un,proyement is &eriously haDlpered by ina.di'quacy of ~ft.; thIS in it.a turn being attributa~l& 
to difficulties iu the way of prOVIding office and residential accommodatjon. &'pecial attent.l()U 
is being given to this matter and the highest .priority has been given to the works project.. 
put fOfW&I'd to remove these deficiencies. 

3. Recently at. the request.' of the Government of. India His Majesty's: Governmen'-
agreed to send out a MiaaiOD consisting ~f a number of e~pert B.A.p.e: Officers 'and other 
r,.nka to condu.ct exper:iIOents wit.h. a view to improving the state of these accountS ~ the-
Corp. and Departmental Field Pay Offices. Tlris Advisory Miasion has heeD 8Il~ted 
.in~e tl1e beginn~ of May with the running of one of, tbe bigger offices in India in accord-
ance wo.tth. the R~A.P.C. system and methods, the object ~g.~ extend these operations to. 
other Ilmllar ofticee .boula the.y prove successful. ,While It 18 too early at present. to 
Pl'9nounce judgment on the result oJ these actiVIties there is reaaon to believe that. the 
appliCftion of the system and methods of control advoClited' by the )listrion to sOme at lead 
of the larger pay offices will ha~e a benefiCial effect in speeding lip the disposal of arrean 
and bringing the &Coounta at an early date into an up-to-date and satisfactory conditioa. 
I'D any cue the loi.n of' a bod.J of, expert.s for work of this nature cannot,. but ~'V" • 
at;imulat,ing and educati:nt: elect a.nd the, action of H.M .. '& Government in sparing tbeir 
aemcea . at. a time when their own' needs an ISO presaing' is fully appreciated . ... 

APPENDIX XVII 
Oe"'ral'l.at'oft 01 information at Hctldquarte.r~ in rt..ptd. 01 'iatel aM 'co.U 01 WOTka ~ 

, throughout tAt. country 
• , 
At'their mee.tinr on the 9th A~gult 1944 'the Military AccoonUs Commit~ desired to be 

.fQn1iahed with a report showing the action taken by the engineering authorities ai G.B.Q. 
to colled. information in respect of rates and costs of _works exec'uted throughout. th. 
country I with a view to exercising a watch and, genenU control oyer sllch .costs. '!'be 

• present normal contract procedure is for contractors ~ base their tenders for any particul • ..rork on' the cbst of luch work comput-ed according to the standard war schedule of -rate... 
,:rlie ten'den quot~ percentage increases: or aecreases, as ihe cue may be, against th .. t coat .. 



2. Monthly reports are now received in- the E-in-C'lf oftice at G;H.Q. showing the aver&Je 
percentage variation. from the war schedule ot rate. at which contracts have been let 1n 
.each area and these are ca~fully collated and studied. with a view to investigating any 
-.bnormal v.ariations, either from time to time or as between different stMions, in 'these 
percentages. '.... 

3. The E-in-C is satisfied that contrltet rates, are. now generally reasonable. ThtJ pn1y 
area where prices appear to rW'l cOnsinentlyhigher than they .sbpuld, is Mhow, which 
appears to be due to the ,fact that this station covers a large and comparatively inacceaaible 
part of Central India, where it is difficult to get contractors to go and compete fOT relatively 
~all contracts and where transport costs also run high. , . 

4. A consolidated statement ~ving the percentages reported foJ' this PQJ'Pose during each 
of the months of 1944-45 will be shown to the Conunittee if required at their meeting. 

APPENDIX XV III 
Repo1"t on alleged Fahification of Accounts 

The liM 8ob-pal'&graph of para. 19 of the Audit Repot 1944 dealt with the unsatisfaCtory 
~te of accounts at the Station Supply Depot, Madras. This matter has been investigated 
.and the results summarised below, ',. . . 

2. Ear1y in the summer of 1942, there .'?fas 'a very serio~s threat of invasion in Madnu 
1Uld there was a .g'Emeral evacuation of the city on a large seale. The . Station Supply Depot 
at Madras wu already short of staff and lahour and with the' invasion sca?e the situation 
grew. more acute, and general confusion was the result. A change over from the peace to 
the' war system of a<:counta was also order~d at the time and in these circumstances it was 
practically impossible for. the Officer. Commanding to keep proper or correct accounts during 
the period. . '. 

3. The accounts were subsequently recOnstructed from such records and·, data ~ were 
~vai)able and an audit of· these accounts was carried ()ut in Augwd 1943. The objections 
raised 1\tII a result of this aud~t related mainly to vouchers which were either miAAing or 
which wcrepi'obably not prepared at all.· It has in fact been represented by the 1~ 
authorities that tJte accounts as subsequently preoared could not possibly be considered as 
gi"l:in~ anvthi~ even approximating to ~ troe indication of the state of affairs as .they were 
in the Depot in 1942. 

4. The fact tha~ the issues on 31st May 1942 wftre far heavier than the average of the 
previous issues was not due to the flict that the!'lle transactions represented issues to conmm· 

. ,1ng nnits on the date. As a 'matter of fact, the Slation Supply Depot was temporarily doled 
down on the 310 t'May 1942 and the duty of obtaining !"upplies and issuing- them to unita. 
etc., in the Madras area was taken over..by the newly.formed Supply Section as from the 
1st of _June 1942. What w01~ld appear to be lar~e isSues on the 31st of May 1942 wen 
really transfers of working balanc.e8 from the Station Supply Depot to tbe new Supply 
Section. 

5. In the circumstances, the Q.M.G. is satisfied that _ there was no deliberate att.empt at 
• falsification of the accounts, but that the irre'.nllarities and short-cominglJ in the Jnatter of 

accounts wele the inevitable result of the confusion that resulted from the inva.sion 1Cat'e 
in Aprll 1942.. . 

- APPENDIX XIX 
FailuTt of certain fOTmatiom· to CllfT'Y out .tock ~trifieatiOft 

• Investi~t'o~ have been made and explanations obtained in all but a few cues for the 
_ failure to carry outitock verification.·· The exception!'! are eases where owing to lapc:e of 
time; absenc~f recol'ds and changes in personnel, no reliable jnfonJ'lation is now w8.HaNe. 

2. (}enerallysl)Caking, the explanation lies in the unprecedented conditions obtainilll 
during the periOd under review, "iz.-

(aY heavyex-paDl~ion of the services necetmtating fonnation of o..nits which were called 
upon to function at short notice w'th staffs and, estahlishments jn some cases inadequate in 
numbers and in most casea lacking in experience·· of accounts requirements; 

(b) the threat to India. from theEaat which necessitated acomnlete ehanlle in stratesry and, 
-administrative planning, and impolJed a tremendons main on sup1)1yi~ units and format,i0D8, 
In which cateltory faU the majority of the fonnations which are the "uhject of this repo1"'t; 

(el freonent changes in staffs which militated against the continuity of unit and, 8~retI 
w.dministration; and . " ,. " 

Cd) in the cue of M.E.S. formations, .8 svstem of stoCK accounting (8ince fevi~) which 
did not permit of· easy V"erificatlon by the staff then Ilvai1ah11'!. - . 

It mav he mentioned that -in 80TJle Qfthe c-Ues onder fpference stock ~a8 aetuaUy nrtfied, 
but the· results were not presented in a form which sa.tisfied the auditor. , 

3. The above is a general' explanation. A few of the cases are. dealt with in "gre~ter . 
detail. " ~, . . 'fl- ' 

(a) Dnrinlr the period in question, one. large maintenarice ~nit was the only pstab lin~d 
'One of its kind and had to an-a.nge for the distribntion of equipment to five '!nch unit .. 
-newlv fonned ;n connection witlithe npid upan$ion of .. the whole' organisation of the 
eervi~e concemed. Th~8 was done in most difficult circumstances.. at a time -v.-hen tlhe centra.l 
organisation itself wu only ju.t forming. The persOnnel of the unit. could not eope witll 
dle paper work. . -
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. To remedy matters, .. physical check of all stores held by the unit was undertaken in 
~~. anu the.s~ks revealed as a result of this stock .taking were taken as -".co~encing 

The difficulties with which ~he nnii hlid. been faced 'were recognized 'by Government and 
. regularizing .orders i8l~d. '. '. . 

. (b) An embod~ed -A.F.I. '~~it ~d suffered from frequent cha.nge;.of Adjutants, it was. 
understaffed and m ~he prevalli:ng cIre\1m.stances all efforts had to 1>..e con1!entrated on raising 
the standard ,of efficlency reqUIred by the unit'. role. There' are no records to show that 
.tock ve~ifica~ion took place prior to. 1~44 as the present staff only. took over in. 1943 .. 
The verIfication for 1943·44 was carned out and that for 1944-45 was in hand on the date 
of report... . 

(c) Investigations showed that the 'station stores of a certain s~iion hadnot' been checked 
from' the time it first became a mUit~ry station during the war-q,oubtles8 due to inexperience 
of ~e <;»fficers concerned. . A .tatlon board w~s, convened whi~h bro'ught to light minor 
defiCIencIes. These were wfItten off and new -leagers ptepared sroce when stores have been 
checkei:l regul!J.rly. 

4. It has been ascertained that verification has been carried out or is in hand by all the 
units/formations in question- except 'one, now outside the India. ,Command, In regard to. 
which information is not available. 

APPRNDIX XX. 
Memorandum r,tg'arding 'll11!-Ount inllolved in respect' of the failure to ;rtco",e1' Tent for 

re&1'dential buildingB mentiontd in para. 16 of the A urlit RepOrt) Defence Ser1Jice3,1945. ' 

With reference to para. 16 of the Audjt Report,< Defence Services, 1945, tne' Military 
Accounts Committee at its m~ting on, th~ 8th August 1945, expressed a desire to have some 
idea of the amount involved in respect of the failure to recovel' rent for, residential-buildings. 

.. mentioned in th~t paragraph. Since the collection of complete data on the subject would 
~De a very troublesbme and heavy task, the Committee asked. that particulars relating to a 

reasonably representative statioll-e.g., Meerut'--should be furnished to them. _ ' ., . 
The Military Accountant General has nowireported that- the total number of such rent 

bills issued in the Meerut Dh:ision upio and for the mont'l of October -1944 that are-
still shown as outstanding is 218 and their aggregate amount Rs. 39,013. This amout!t 
represents about 25 per cent. of the aimual rent recoverable in Meerut for residential 
accommodation. It is explained however that some of these bills .although shown as outstand-
ing may- have been settled, the authorities concerned hav;ing omitted to notify the fact. 
The Military' Accountant General is takil1g urgent action to have all bills reported as out-
standing investigated on the spo~ by a special staff so that the outs tan dings may be cleared 
as soon as possible. With the introduction of the new procedure from the 1st November 
1944, recove'ry of rent for residential accoIJ.!IXlodation is effected more-or less automatically 
by disbursing officers on receipt of occupation returns from Officers Commanding 'units and 
DO large outstandings of this nature are likely to accrue after this' date. 

APPENDIX XXI. 
Report f'tqu,jre,d by para. 15- 01 the Report and 29 01 the Proceedings' of the Miliw.ry 

Accoun'U Committee on the . Appropriation. A.ccount.! of the Defence Se,rvicu flW -tM 
y~1~4 • 

... 
In paragraph 29 of tlte proceedbgR of .their ~eeting held on 10th A~gust 1944; the M.A.C. 

asked for a full report o~ the case mentIoned m para. 58 of the Audlt Report 1944. 
. 2. In August 1942 the Q.M.G. placed an indent for 23,812' tons. of sugar to be 8upp~ied 

during the period of Janttary to June 194~. La~t:- on, for ope~,tlOntll reasons, he deslI'ed 
- delh'ery in December, 1942, 1)f a part of hus requIrements amounting to 885 tons, the dates 
on which he sent th~ revised advices being- . 

(i) 16-17th Octo~r for -745 tons; and 
fji) 23rd Novemb~x: for 140 tons. As sugar is a controlled conrlnodity, the allocation h\d to be obtained from the Sugar 

cd-QJler who could not find the requ'ired sugar at once. Allocations were receivp.d on th& 
28th, November and the 4th Dece!Jl~et' in resp~t of (i) and ,(ii) respectiv:~11 an~ supply 
orders followed about a week after In'each case. The Q.M.G B. -despatch mstructlons can 
normally be issued only after the r~ceipt ?f the supply orders as till then ~e does not know 
the .source of supply and ,the quantny a V1tollable from each source;; and detaIled arrangements 
for ilrApection; provision of wagons, and routing. of consigIl:ments to 6?itable dep.>ts n~tura!l~ 
takA. time' There was some error in the issue of supply orders which caused -a fe~ days 

• deray in 'the issue of Q.M.G's,. despatch instructions but eyen without this delay it is 
_ doubtful whether delivery could have been effected before the end of December. Except f?r 
: .. this minor delay, the arrangements followed the r.ormal. QOurse and clearance was made 'JD 

January 1943. " '. •• ' . 
, 3. Th~ Q;M.G. expected that he would receive t~~ supply orders;jn ti~e ~ ~it. of 
delivery being arranged by the due dates and the 1'&lSlng of 'sugar pnce which, tDcldentally, 

. 'Wu' anounced only on the hi .J",nuary 1943, wu a pure accident which he ~uld not 
• • 
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lUticipat.. Ithaa also to be remembered th&t -this ,waa 'butao ,fraCtion' ()1 ihe indent_hieh 
"WU ll.OI'Qlally due for compliance after December 194~ and in ,respect of whie'hthe:eublabced 
price could not have been avoided. .... 

,4. The .~ does not revea1-any. defect in. the- pr~ure. 'The indenting authoritiea are 
atnct1y enJomed not to dema~d dehvery earber, than IS absolutely -.ential or ispctical. 
These injunctions ~~ebeen reiterated recently. l 

. APPENDIX XXII. _ 
JI~ffWrand~ regarihng lack of method revealed 6y tht CQ8e repcwted in paragraph 56 of tM 

- A. tAdit Report, Defenu Se1't1ieu, -1944. 

In 'para. 28 of the proceedings of the Military Accounts Coinmittee on the accounts of 
1942-43, the Conunittee desired to have fuU- details of the case mentioned in para. 56 of the 
Audit Report 1944, and the action taken to clear the arreal'8. 

2. The work in connection with payment for purchase of timber through the Provincial 
Governments and Indian States was transferred in October ~941, from the Controllers of 
Military Accounts to Ule. Chief Controller of Sa-pply Accounts, New Delhi, the- local audit 
of timber depots remaining with the M.A.D. This order -did not cont.emplate the transfer 
of work in connection with the pricing and adjustment of the lune Vouchers fot' timbf't' 
issued from the Timber Depots to othe,r Government Departments. including Defence and 
Private parlies, etc. With the introduction of this change the ACcounts adjustments were 
to be carried out by 'two difierent agencies, i.e., by Controllers of Military AceOllnts in 
respec~-of timber issued from timber Depota and the C.C.S.A. in ('.ases of issues from trade. 
Bnt the procedure gave me to certain complications and practical difficulties. !twas, 
therefore, considered necessary that one accounts officer should be _ made responsi.ble for 
Gl'fying out all financial adjustments and orders were accordingly ieaued transferring the 
~work-of adjustment of all issue vouchers -t.() the.C.C.S.A.with effeet front 1st July 1942. 
:Under theBe _ orders the Controllers of Military Accounts were WAde responsible for pricing 
and adjusting all issues made upto 30th June 1942, except in~iI where the ~esaary 
-information and ~ocuments were already in the possession of the C.C.S.A. Thus the time-
lag between thetranafer of thepaytnent work and of the adjustment work to the C.C.S.A. 

-and the complications created by the two offices having been made responsible for the accounts 
-&djUBtment led to accumulation of &rr'e&r8 in the adjustment of issue vouchers. 

3. After the tt&nsfer of the -work. difficulties were experienced by~he C.C.S.A. in 
adjusting the I8lUe Vouchers. According to the procedure in force, t.he~al Audit Officers 
who were under the Controllers of Military Aocoanta wore required to sepd .copies pf Issue 
-Vouchers to thee. C.S.A. for evalua.tio~ and adjustment on receipt Qf the "(ouchen frgm 
the issuing depots or after collecting 'them from the ~potaat ~ time of auditing the store 
acccUnta but .. aome of the L.A.Os. were not in a position ejther to send the required number 
.,feopiea or toeeild ~ny at all. This was m&inly due to the facts that M.A.G. was not kept._ 
Urfoimed of the exmence of the numerous temporary Depots which had t.() be set npfor 
handUng Supply Department timber and consequently no arrangeme!lt could be made by him 
for the local audit of nch depots and these depOts were not' also inatructed to schedule the 
issue vouchers to the L.A.Os. It was eventually decided to transfer the local audit also to 
the C.C.S.A. with effect from 1st April 1943. AB a result there was a further accumulation 
of arrears'in the adjnatment of Issue vouchers; 

4. It was -also~ f01llld that &pply Ord'ers and ·ltsue... Vouchers 'Were not received in maIIY 
aaeeand the wanting documents 'had too be obtained from the Timber Directorate file .. 
The ' progress was' naturally slow due t{) the difficulty in tracing the necessary doc1lmenta from 
the Timber Directorate filet!. The Timber Directorate ultimately agreed to furnish eon-
.,lidated ata.tementaahowing tokI 'J'lantity inued abdt.he average rate at whieh the, coat. is 
to be -worked out againa each anpply order, 10 that bulk adjuatmen\. of voucher. issu.ed upto 
ht April 1943, may be made. 

:6. With .eet frem August 1944, the C.S.A.Delhi, segregated the arrear work from the 
dtrent work and opened -anewUction consisting of 1 Buperimendent. and 10 c1erkBfor 

. Axpediting the disposal of arrear adjustments. The progress made in this ma.tt.er hal 
~ived the constant attention of the -C.S.A._ udtbe reauJt~bievea 80 far ia p.xpbined 
belOw :-

(4) I &8tU. V QueA~, up to 3l1t M areA 1943 
No. of unadjUited ,llsue V ouehera 
No. adjusted ~ndividU&ny and through 

-bulk ad' uat.meDt atAtemeBte 1 - 00,000 
Ba1a.nce still unadjuated 13,000 

" 

oat of this number, &lKmt -11,000 relate to iaIuea -to MAS. aDd Qw balance to other .. iU1le8. 
The latter will _be adjusted onreeeipt-of the remaining bldk adjustment .... temente and brisk 
aetion i •. bei" taken to push Ule wvfkthrough. _AI reprda t.he ,M.E.S. voaehen ':Ii.;e 

'-.e _It.para. c) ~below :...;... , 
(b) VouChe,., ,~eel'C~tl Irom 1-4.e UJ 3t~3-44 ...t (iw f'ocb&dtMtumtd.) c,. 

No. of -V O1lchen ;. 66~OOO 
No.adjuted 59,000 

• 7,000 
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r. . 
Of t.hele about 5,OOOvouehers·relate to isaues to M.E:S. and the balance ·to other. ilmes. 
As regards M.E.a.vouchers pleue see .. ub~para.·,(c) below. ,The reallOD8 for non-,.djwstment 
of . .the other vouchers are mainly' that ,the relevant copies of supply orders are want.ing. 
Arr8Jlgements lwwe been made by deplltingspe«ial staff to get them copied fror;n 'rimber 
Directorate files. Th,se are expected to' be diappsed of shortly. . . 

(c) As ~egards the 16,000 vouchers for issues t<?M.E.S. the question of making ,the 
adjustments' on the basis of bulk statements prepared by the Timber Directorate was 
oonsidered. After considerable diaet1ssions it hAs been decided that the adjustments' should 
continue to be made' by valu~g individual vouchers as in the past. The WOf'k has i been 
taken in hand and1Nlll be pU1'8ued energetically. 

APPENDIX XXIII. 
Memorandum in respect 01 develozm"ents !elating to lease & lendacco'Unts .. 

In para. 14 of their report on the Appropriation Accounts of Defence Services for 1942-43 
the Military Accounts Conimittee desired that they should be kept informed of the further 
dev:elopments about lease lend accounts the procedure for which was prescribed in 1943, 
and desCribed in p~ra. 40 of the Audit Report 1944. " 

2. The new procedure bas beeh in operation for nearly two years and it has not been 
found· necessary to make . any material change in it in the light Of actual experience. 
Regular accounts of shipments and' arrivals are now being compiled and the arrears outlltand-

. ing at the time the new procedure was introduced have now been nearly elea*d. Only 
the arrival accounts still remain to be completed and active steps are being taken in consnlta-

- tion with the Pprt Shipping authorities to fill in, the omissions and complete them. No' 
difficulty has been experienced in obtaining the materialsreq'lired for the compilation of 
the accounts .either from the India Supply Mission or from the Port Shipping Officers in 
India. The accoun~s from the latter occasionally took considerable time to prepare~and 
reached the accounts office long after the ships'had berthed and discharged the cargo. 
The form has recently been revised and simplified and it is hoped that this will eliminate 

·the delay.' . 
3. While the procedure has 8ucce8sfully'stood the ~st of pract.iceite· eft-ectivenesshas 

to &orne extent .been yitiated by th~ 'failure of the- executive and adniinutr&tive -authorities 'to 
obaerve some of the prescri!>ed. provisions .. There have been many cases of failure to issue 
disposal orders in the standard form. Delays' bav:e frequently occurred in r.etnming -the 
copy of the disposal order to the Accounts Officer after clearance and in obta~g· the 
c:onsignees' acknowledgments for stores despatched to them. Th~e defects bave from 
time to time beenbl'Ought td the notice of the appropriate administrative -authorities and 
the position is improving with growing experience, . ' 

4. The organisation of th~ Chief Accounts Omeer (American Purchasea) bas been recently 
strengthened to' enable him to exercise a more effective Check on thc proper observlince of 
the prescribed procedure. Among other .things, . the Chief Accounts Officer (American 
Purchases) has recently posted hisC<'ncurrent audit staff at all t.he Port Shipping Offices for 
the current audit of t.he recor<\s maintain~i by the P~rt Shipping Officers. 

, '. APPENDIX XKIV. . 
Memorandum explaining tlte nature and 800pe 01 the mea8uru adopted by tht Supply 

DepartfMnt to meer- the de11Ulnd.~ 01 the Defence Sen-ices. 

A coPlprehenaive memorandum explainiJ\g the nature and scope ~f the measures adopted 
by the Supply Department to meet the demands of the Defence Ser\Tices was presented to the 
M.A.C. at their meeting held on the 10th August. 1~. Since theIl', there 1).ave been no 
important. changes in 'the. methods of purchase or in the measures of executive and financial 
co~. . 

2. There has been a pro~essvie decHne from 1943-44 in the value' of contracts for war 
lupplies plltced by the Supply Department. . This is due, partly ~ the improvement in the 
war situation, and partly to t.he decision of Government" to release capacity to the maximum 
extent possible for civil production to maintain the internal economy of the country. The 
Hydari Mioion waie co~eived in this spirit, (a) to obtain relief and diversion in the load 
of war supplies, and (b) to arrange imports (i) of consumer goods. to make up deficiencies 

, in Indian production and suppties, and (ii) of coal miriin~ and dther equipment, mill st{)res 
s.PK,8s, raw materials, etc., in order to ma;ntain and increas" Jfldia's production. 
~. V'onowin~ progressive reduction in the volume of war supplies, closer liaison is being .. 

1!Itabll\he4 between the Supply Department and other Centr"l Departments and Provincial 
Governments to .achieve reconvet'Rion to peace production. Control on the movement of 
steel for civil purposes has been :r:,elaxedJ. and JaTger quantities of steel and cement hav:e 
beeB released. for civil use. War-time rest.rictions on imports of capital goods, machine 
tool~nd other'" items required from overseas for civil produ.ct~on in India have been 

.... very contliderably. Steps have been taken to secure clvlI Govemmen~ orqers to 
keep. t. t-.g:, the Steel & Engineering industries. in fuU employment &8 war ~rde~ taper ott. 

4. A small organisation has also been Ret up to study the problems of' large-s('.ale 
~ cancellation of contracts on the cessation of hostilitiee. Orders. have issued to the Purchase 

officers to segtegate the 'break clause·' contracts and to tabulate. them in prescribed forma 
to facilitate termination and expeditious settlement of contractors· claims. Meanwhile, 
arrallgements snch as the periC¥lical' review of the deJJtUlds by,the in_tors, limitation of . ' 

• 
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Ulejeriod of contract to cover three months requirem0Dts, rigid enforcement of delrv.flty 
da~, .to.-, have been oHered to keep the problem wit.hin manageable propvrtioWl. 

5. -lflie responsibility for . t.he productiQD and distribution of coal' whieh .lVU prmously-
&bared by Labour,--Railway, and W~ 'Transport Departments was transferred 'to the Supply 

. Department. from June 1944.- Va.ua measure. have ~ adopttd ·to mcrease the pro· 
duction of coal, involving considerable fiD1l.ncial assista.nce to the fndustry. These include-

- (a) Recruitment of a labour force of 30,000 men' from the Gorakhpur area in the United 
Provinces to remedy the scarcity of local labour in theco-UfieldS'. Mine owners ~mploying 
this labour pay lor it at basic local rates plus an· additional. 100 per cent. as a contribution 
towards the cost of supervision, housing' and other (.har~ea of this import.ed lapour. 
. (b) A special depreciation allowance at the rate 01 50 per cent per annum on the written-
down value of assets for a period of two years on- new equipment ne<'ell$&ry for maintenance 
or increase of coal productiQD. -

, . (c) An E.P.T. free bonus when production exceeds the target. fixed for each' -colliery 
. undertaking: ". • 

(d) Mechanisation of 'near-surface' coal· quarrying, financed and, operated by Govern-
ment. Indial productiol'). difficuUies are being gradually ovel'Corne,' and it. is hoped that 
this method of mining will make a substantial contributfon towards- easing the coal situation. 

6. A' reference was made in' the earlier' memorandum" to the organisation which had· been 
lIet up for the -disposal of salvage andaurplns stores. Gov:ernment have set up a Disposals 
Board . with the Secretary of Supply Department as Chairm&n to take policy decisions 
and to guide and direct t.he activities of the D.O.. DiSposals. The main principles govern-
ing the disposal of stores are :-

(i) to release stocks at a rate which, while fast enough to g~t t1~e goods into the hands 
of consumers where they are most needed, will n'ot cause the int~al market to be so flooded 
that there an: adverse repercnssions on fnternal economy or produc~ion plans; 

(ii) to ensure that the goods' are sold to the ultimate consumer at prices whi.ch· are 
reasonable in romparisonwith cur~nt prices of similar articl~, and to prevent an unnecessary 
number of intermediaries and profiteering by middlemen; ,- _ . 

(iii) as far &8 possible, to use the normal trade channels for diBtrtbution, with a view to 
, ensure that the usual traders or manufacturers, 88 well as the ultimate consumers, in diffel"eIlt 

parts of the country get their fair share of the quantities available; _ 

• 

(iv) to consider the r~irements of the Govemme:nt of India, the Provirtcial Governments 
and the States, ·.for their own use, before the release of goods to the civil market. 

_ Bearing these general principles in' mind, preparation of separate plans, for the dispoml 
ot. each major ca~gory of stOres is in hand. - , 

7. The growth of the Disposals organisation can be gauged by the figures of disposals, 
giv:en below :-

1943-44--Rs. 42 lakhs (November 1943-March 1944). 
1944-45--:-RB. 324 Jakha. 
l~Ra. 113 lakhs (April to June 1945). 

.~-. I 

GIPD:-L294FD-l 0-1 1-45-1 ,000. 
'" . 

, . . ... 

, 
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" 
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