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REPORT 0)1 THE PUBLIC ACCOU:ars COJUn'dEE. 
• 

Part L-Civil, Posts and Telegraphs and De!enceServices. 
Financial results of the year .-The following table compares the original 

and final grants and appropriations with the actual expenditure for the 
yea.r :-

• 
Expenditure charged to revenne (voted) 
Expenditure charged to capital (voted) 

(In lakhs of rupees.) 
Original grant Final grant 

or 
appropriation. 

23,99 
18 

or 
appropriation. 

25,53 
37 

Arlual 
expenditON. 

31,99 
15 

24,17 25,90 32,14 
Disbursements of loana and advances (voted) •• 96 1,21 1,18 

-------------------------------Total (voted) 25,13 27,I1 33,32 

Expenditure charged to revenue (non-voted) .. 79,08 74,75 74,95 
Expenditure charged to capital (non. voted) •• 8 9 " 

Diabtmlements of loans and advanCEII (non. 
'Voted) 

Totaf (non-votod) 

Total expenditure charged to revenue 
Total expenditure charged ~o capital ... 
Total disbursements of loans and advances 

Grand Total 

79,16 

79,16 

103,07 
26 
96 

10l,2} 

74,84 

8 

74,92 

100,28 
46 

1,~9 

102,03 

74,91 , 
75,06 

106.M 
19 

1,25 

10S,38 

TheTe was thus a total excess of Rs. 635 lakhs or 6·22 per cent. over the 
final grant. 

The following tahle compares the percentages of savings (-) or excesses (+) 
in the main section of the budget for th9 las~ five years:-

1935-36. 1936-37. 1937-38 .• 1938-39. 1939-40. 

Expenditure chal'ge:i to revenue -·56 -·35··· -·73 -1·32 +6·64 
Expenditure ch~rga:i t:> clopihl -g·9) -16·78 -3i·4 -I1·59 -53·69 
DisburB3mants oClolons and advances -S·79 -5:>·82 -9·52 -I1·49 -3·10 
Combined percentages -1·69 -3·21 -1·24. -1·74 +6·22 

• 
Unlike the previous four years when savings occurred under all the three 
eections separately as well as together, the accounts of the year 1939-40 shQW 
appreciable excesses both in the Revenue section and in expenditure as a whole. 
1.'hese excesses are, however, entirely fortuitous and due to the fact that the 

• 

• 



~ revenue sunfus of the" year (Ra. 7,77lakhs), whioh was credited to an 
. ad 1wc deposit head ~y debit &8 extraordinary expenditure under cover of a 
specific supplementary grant voted by the Legislature, turned out to be muoh 
larger than the estiniaUd surplus (Rs. 91 lakhs). H this disturbing element 
were to be eliminated both from the total final grant and appropriation and 
the total expenditure, the net result would be a saving of Rs. In lakhs; 
expenditure charged to revenue would show a saving of . 2 per cent. and the 
combined percentages for the year would be -·5. 

2. In the following cases actual expenditure exceeded the grants voted. by 
the Assembly :-

Dem 
No. 

Name of Grant. 

I 6.-Provincial Excise 

2 23.-India Office and High CoIDJJUsaioner'. 
Eatabljshment obarges 

3 28.-Porta and PiImap _ -

Final 
Grant. 

Re. 
4,68,000 

19,57,000 
13,25,000 

Aotual 
expenditme. 

Re. 
4,65,739 

19,65,467 
13,28,536 

4, 38.-Education ... _ 6,53,000 6,53,017 
5 G9.-Mint •• _ _ • • 23,99,000 M,09,537 
6 65.-GrantB-in-aid to Provincial Governments 1,16,000 1,16,200 
7 67-A.-Transfer to Revenue Reserve Fund •• 91,30,000 7,77,16,233 
B 7l.-ADdamADA and Nicobar Islands 35,60,000 35,89,101 
9 75.-Capita.l Outlay on Vizagapatam Harbour 39,000 45,607 

The reasons for these excesses are briefly explained below :-

E%0eIIII 
requiring 

the vote of 
the • 

Legialat1lre. 

Re. 
7.739. 

8,467 
3,536 

17 
10,537 

200 
6.85.86,233 

29,101 
6.607 

Item l.-Chiefly due to arrear claims having been paid during the year. 
• Item 2.-Mainly due to smaller recoveries of (i) surcharges on stores 
supplied to the Central Commercial Departments and to Provincial Governments 
and Burma owing to reduction in indents and (ii) Provincial Govern-
ments' share of the cost of High Commi88ioner's establishment on account of 
disbursements on their behalf falling short of the anticipated figure, partly 
counterbalanced by saving in expenditure. ' 

Item 3.-Due to more consumption of coal during the present emer-
genmes. 

t 

Item 4.-This is a pettY. excess. 
Item 5.-Main ly due to expenditure. on air raid precautions and 1088 on 

coinage operations in the Bombay Mint. 

Item 6.-The: excess is petty. 
Item 7.-Represents the excess of actual revenue surplus over the antici-

pated surplus. 
Item 8.-Mainly due to unexpected rise in prices of stores due to the war 

and heavy influx of volunteer convicts during the YeAl'. 



3 • 

Item 9.-l)ue to the actual expenditure incurred in c,nnection with the 
appeal in a land acquisition case having exceeded the available provision. • 

We recommend that the necessary excess grants be voW by the Legislative 
.Assembly. • 

3. Minutes of Proceedi'n{}s.-We append the mimftes of our proceeding! 
which we desire, as usual, to be regarded as part of our report. In the following 
paragraphs we refer only to some of the more important questions considered 
in the course of our examination . 

• 
4. Accuracy of budgeting and control' ove;r expe1U1iture.-The statistical 

results of the year have, as indicated above, been completely vitiated by the 
complication caused by the actual revenue surplus of the year turning out to be 
"Rs. 6,35,26,000 more than was anticipated. Leaving this extraordinary 
item out of account, we are glad to see that, the percentages of actual expendi-
ture to the total final grant and appropriation are better than they have been 
for the previous foQ.1' years under all heads with the exception of expenditure 
cliarged to capital. This result is all the more commendable as the outbreak 
of war in the middle of the year contributed greatly to the difficulties in the 
way of budgeting, introducing an element of disturbance in many of the budget 
calculations. The result of this disturbance we have had occasion to notice 
while dealing with the detailed accounts of Grants and Appropriations. The 
large percentage variation under the head " Expenditure charged to Capital " 
is explained by a saving of Re. 19 lakhs in Grant No .. 77--Commuted Value 
of Pensions and of Rs. 7 lakhs in Grants Nos. 72 and 73 of the Posts and 
Telegraphs Budget. Though we realise that the expenditure charged to capital 
·is small and that consequently comp.aratively small savings are magnified when 
expressed in terms of percentages and though we appreciate that the control 
of expenditure in Grant No. 77 is extraordinarily difficult, we trust that it will 
be found possible to prevent such large variations in future. 

5. Worles Expenditure.-The percentage of savings on the consolidated • 
provision for works included under all the grants and non-voted appropriations 
was 10·04 during the year 1939-40. This result represents a very considerable 
improvement over the results of the four p'receding years and we are pleased 
to see that our continued iteration of the' necessity of improving budgeting 
for works and the suggestions we have made from time to time have now bome 
fruit. We notice that in the year under review no lump cut for probable 
savings was made in the budget and this has been explained as being due to the 
fact that provision included in the budget estimates for 193§-40 was confined 
to items which were of an inescapable nature or were remunerative. From the 
continued existence of comparatively large savings under 'Works', we are 
inclined to believe that no matter how imperative the nature of the work may 
be, the usual features of previous years, such as late sanction of estimates, 
postponement of works owing to non-completion 'of pre~naries, changee 
in designs, delay in land acquisitions, delay in the preparation of estimates and 
the like, cannot be completely eliminated and we suggest therefore that the 
system of lump-sum cuts, which we have on more than one occasion previously 
recommended, should continue . 

• 
• 



We have ~ had cauSe to notice that in some Grants and Appropriationa 
there has been expenditure on an appreciable number of major works for which 
specific provision had not been made in the budget. We would suggest that 
the programme for major works for the ensuing year should be thought out 
with great care at the time budget estimates are prepared and should thereafter, 
as far 88 practicable, 'be followed. Though we do not desire unduly to restri~ 
the discretion of Departments to vary this programme in order to meet genuinely 
urgent requirements which may arise during the course of the year, we would 
emphasize that large variations from the Works programme, particularly 
without full and adequate explanation, are in ordinary circumstances' not 
justifiable. 

• 6. Unnecessary Supplementary Grants.-We observe that during the year 
under review there were presented to the Assembly two demands for supp\e-
mentary grants which eventually proved to be unnecessary. This was a slight 
setback from the record of the two previous years when no unnecessary supple-
mentary grant was taken. One of these demands related to Grant No. 12.-
Executive Council and the other to Grant No. 64.-MisceUaneous, the amount 
under the former being Ra. 13,000 and under the latter Rs. 3,65,000. We note, 
however, that in both these cases the demands proved to be unnecessary owing 
to conditions brought about by the war-in the first by the cancellation of the 
tours of Hon'ble Members of Council and in the second by large and unexpected 
recoveries of expenditure in sterling from His Majesty's Government. We 
are pleased to note that in neither of these cases can it be said that the instruc-
tions about presentation of supplementary demands to the Legislature, issued 
by the Finance Department and approved by us in 1936, have not been 
observed. ~ 

7. English Ezpenditure.-We note that our recommendation that the 
Hi6h Commissioner's estimates for leave and deputation salaries should be 
modified on the basis of the knowledge about leave programmes available 
in India, was put into effect, as far as it was possible to do so, in the framing 

• of the last budget. W e reco~ze, of course, that the full effect of the modifi-
cation in procedure suggested by us will not be felt till normal conditions 
return and communications cease to be subject to d ~lay; but we will be interested 
to watch the effects of this moiifiMtion on English estimates in future. 

8. MoiifirAtions of Appropria~ion Accounts.-Durin~ the course of our 
detaitel examinations of the Appropriation Account:; it occurred to us that 
it might be advantageous to reduce the present percentage of 15 prescribed 
as the limit belO\~ which no explanation of a moiification of the original pro-
vision under a sub-head should be given in the Appropriation Accounts. We 
are not, however, certa.in whether a reduction in this precentage would in 
actual practice lead to any improvement in the picture of budgeti~ and 
control a~ presente:i to us, nor ca.n we jud~e whether the davantage, if any, 
gainei will b3 c:lm~3n~un.te with t}te increalJe in the work of Accounts offices 
which this prop?1J&1 will involve. We have therefore requested the Auditor 
Ganeml t') invelti~ate the point before we make any recommendation. 

W p also 11 "'tical that in certain capes the amounts appearing under the 
BUb-head" contingencies " were rather large and have. asked that the possi-



b~ty should be examined of splitting up the sitb-head'Ut~ch case8. ih. order. to 
give a clearer idea of the nature of the items on which the money has.been 
apent. . 

9. Reconstruction of the Demands for Grants.-VI e have had an opportunity 
of examining the results of the revision of the form. of the Detailed Estimates 
and Demands for Grants to which we agreed last year, but before we finally 
agree to the permanent adoption of the revised form, we would prefer to have 
some more experience of its working. We therefore agree to the continuation 
pf the present form of Demands for Grants (subject to the omission of Part III, 
as recommended by the Finance Department) for the duration of the war. 

10. Report of the Military Accounts Committee.-We append the report 
submitted by the Military Accounts Committee constituted to conduct a 
preliminary examination of the Defence Appropriation Accounts and connected 
documents. We endorse the recommendations and suggestions made by the 
Committee both in their report and in the proceedings of their meetings. 

Part D-Baihrus. 
11. Financial results of the year.-The following table compares the 

original and the revised estimates with the actual expenditure of the year under 
report :-

(In Jakbs of rupees) 
Budget. Revised. ActualL 

Traffic receipts (less refunds) 
Irfiacellaneou8 receipts 
Working expenses (including depreciation) •• 

• 
Miscellaneous expenditure 
Interest charges .• 
Burplos (+) or Deficit (-) 

94.75 
1,71 

64.25 
1,12 

28,96 
+2,13 

97,30 
1.69 

85.35 
1.11 

28.92 
+3.61 

91,65 
1.11 

tk.85 
1.f!1 

29,11 
+4.33 

Contribution to general revtmuea .. 2,13 3.61 ~ 

The year's working thus resulted in a surplus of Ra. 4,33 lakhs which Wfll 
utilized in making a part payment of the contribution to general revenues. 
The balance of the arrears of contribution amounted to Rs. 351 crores and that 
of loans taken from the depreciation funs! to a little over Rs. 30 crores at the 
end of the year. 

12. Excess over voted grants.-There were two excesses over voted grants 
as compared with six in the previous year :-

Grant. Final Grant. 

1. 6.-A.-Revenu&-
Working Expenaea-

&s. 

Maintenance of Structural Works .•. 7,74,50,000 

I. 6.-D.-Revenu&-
Working Expenses 

MaintenanQ8 of Ferry Stamen and 
Harbours. • 

28,32,000 

• 

Act\t&l 
Expenditure. 

&s. 

7,~9,'h,656 

• 
28.88,691 

Excesa. 

&s. 

15,21,666 
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Brief explanations ~ these excesses are given below :-
• .. 

Item I.-The excess was mainly due to the repayment to the Depreciation 
Fund ofRs. 48llakhs (instead ofRs. 15lakhs provided in the revised estimate) 
of the loan taken from tlle Fund in previous years for meeting the abnormal 
expenditure on the Hardinge Bridge Protection Works and earthquake 
damages and to increasea repairs amounting to Rs. 141 la.khs to bridges and 
other structural works damaged by severe floods, etc. The excess was partly 
counterbalanced by savings and partly financed from the supplementary 
grant of Rs. 18·65 lakhs leaving an uncovered excess of Rs. 15·22 lakhs. 

• Item 2.-The excess was mainly due to increased expenditure on account 
of increase in traffic and to special repairs to vessels. A supplementary grant 
was voted by the Assembly but this proved inadequate. 

We recommend that the necessary excess grants be voted by the r 

Assembly. 
13. Minutes of Proceedings.-We append the minutes of our proceedings 

which we desire, as usual, to be regarded as part of our Report. In the follow-. 
ing paragraphs we refer only to some of the more important questions con-
sidered in the course of our discussions. 

14. Accuracy of budgeting and controZ of ezpenditure.-The a.coounts of the 
year show a total saving of Rs. 40 lakhs or 0·4 per cent. under Revenue ex-
penditure (exclusive of withdrawals from and repayments to the Depreciation 
Reserve Fund) and a savingofRs. 29la.khs or 2·57 per cent. under Capital ex-
penditure. This compares as follows with the results achieved in the four 
p~years:-

Expenditure chn,rged to Revenue (excluding appropriations to and from the 
Depreciation Reserve FUM). 

(In lakhs of rupees.) 
Peroentage 

Final Grant Savings (-) of 
Year. and or column 3 
• Appropriation. &oeas <+) ~ 

column 2. 

1936-36 · . 98,52 -li6 0·57 
1936-37 · . ... 98,51 -1,35 1·37 
1937-38 · . 98;30 +63 0·64. 
1938-39 · . 99,64. +10 0·10 
1939-40 •• 1,00,52 -40 0·40 

Expenditure char/ed to Oapital and the Depreciation Reserve Fund. 
. (In Jakba of rupees.) 

Percentage 
Final Grant Savings (-) of 

Year. and or column 3 

• Appropriation . Excell (+). to 
column 2. 

Ig35-36 · . 14,85 -3,23 21·7~ 

1936-37 · . 11,18 -2,m 18·51 
1937-38 · . I' 10,70 -24 2·25 
1938-39 · . 13,50 +1 0,18 
1939-40 •• 11,30 • -19 1·57 

• 
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Although the position with regard to Revenue expenditare shows a nomjnal 
deterioration from t 10 to ·40 per cent., we are pleased to see that the actual" 
expenditure has corresponded so closely to the total final grant and appro· 
priation over a number of years. Expenditure outsi~ the Revenue Accounts 
shows a deterioration from . 18 per cent. to 2·57 per cent. This deterioration 

. is, however, only apparent &8 the figure for last year -.vas so small owing to 
large compensating variations in Grants Nos. 11 and 12. We observe that 
this figure compares very favourably with those for 1935-36 and 1936-37 and 
is only slightly higher than that for 1937-38. There is, of course, room for 
futther improvement. 

15. Unnecessary Su'PJJlementary Grants.-There were during the course of 
this year two cases (Grants 6-0 and 6-H) in which supplementary grants proved 

.totally unnecessary, and certain others in which more funds were applied for 
than were eventually found to be required. While we appreciate the reasons 
leading to the presentation of these Supplemetary demands and the reasons 
why expenditure did not eventually come up to expectatoins we would stress 
that great care should be taken .before supplementary demands are pesented 
to the Assembly; and we trust that the recommendations made in this regard 
in our Report on the Accounts for 1935-36 will not be overlooked. 

16. UnsanrJ,ionei!, Expendit'Ure:-We took into consideration the note 
submitted by the Railway Board in pursuance of paragraph 14 of our Report 
on the Accounts for last year on the method of preparation of the statement 
of l1nB8Dctioned expenditure. We accept the conclusion of the Railway Board 
that there is no necessity for any radical change in the rules regarding the 
preparation of formal estimates. We also agree that the limit of Ra. 10,000 

. observed hitherto in regard to the exhibition of the data of unsanctioned 
expenditure in the Appropriation Accounts is unnecessarily low and should De 
raised to Rs. 25,000. We trust that these changes will serve to concentrate 
our attention on matters that are really deserving of our notice and prevent the 
time of the Committee being taken up by matters which, thGugh they may be 
technically objectionable, are not intrinsically of much importance. W ~ 
observe that the percentage of objectionable expenditure to expenditure 
audited was in 1939-40 only ·33 compared to ·58 in the previous year. 

17. Financial IrreguJn,rities#-We devoted geeat care and spent considerable 
time on the examination of each of the financial irregularities mentioned in 
Chapter II of the Audit Report and we also gave some attention to the items 
of losses enumerated under each Grant. We are on the whole of the opinion 
that the losses that have resulted have only occasionally been due to defects 
in system and we are satisfied that where a defect. has been disclosed, adequate 
steps have been taken to remedy it.· In one or two instances we did not get 
complete satisfaction from the explanations furnished and in one ca.&e we have 
asked that the matter be fully examined and a report made to us. 

" . 
18. Losses on Strategic Railways.-We had some disCUBBOin on the point 

whether the losses on strategic railways should be included in the Defence 
Budget. The present system is that the interest on the capital at charge of 
these lines together with the losses on their working is bome by general revenues, 
being deduc1M from .the contribution that the Railways make to general 

• 
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.revenufJB each yearS) In view of tile fact 'that the Defeace Budget is no longer 
. a contract budget' and that it will make no ultimate difference to the inoidence 

of this expenditure whether it is inoluded in the Civil or the Defence side of the 
Budget, we agree that there is no necessity to ohange the present procedure 
with regard to the accounting of these oharges, at any rate during the war. 

19. We desire in ~nclusion to place on record our appreciation of the 
valuable assistance the Auditor General has rendered us throughout the sittings 
of this Committee. 

B. K. NEHRU, 
Secretary. 

3;d September, 1941. 

A. J. RAISMAN. 
J. RAMSAY SCOTT. 
M. A. RAHMAN. 
ABDUL HAMID. 
S. RAZA. ALI. 
M. A. GHANI. 
MOHD. AZHAR ALI. 
LAKSHMI KANTA MAITRA. 
R. D. DALAL. 
H. M. ABDULLAH. 
FA.ZL-l-HUQ PffiACHA. 
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Dr. R. D. DALAL, C.I.E. 
Khan Bahadur Shaikh FAZL-I-HuQ PIRACHA. 
Khan Bahadur Sir ABDUL lliMm, C.I.E., O.B.E. 

I 
I 
I 
I 
} MemberB. 
I 

j 
Mr. J. D. TYSON, C.B.E., I.C.S., Secretary, E. H. & L'l 

Department. 

Mr. G. S. BOZMAN, C.LE., I.C.S., Joint Secretary, lW' 
E H L D . r itfle8SeB. . . & . epartment. I 

Mr. B. SAKAI, I.C.S., Secretary, Imperial Council of I 
Agricultural Research. J 

Sir CAMERON BADENOCH, C.S.I., C.I.E., I.e.S., Auditor-
General of India. 

Mr. P. M. RAO, Accountant-General, Central Revenues~ 
The Honourable Mr. C. E. JONES, C.S.I., C.I.E., I.C.S., 

Financial Secretary. 
The Chairman first explained that as he and the majority of the wit-

nesses appearing before the Committee had urgent work to do in connection 
with the war, it was proposed ·that meetings should be held in the morning 
only, starting at 10-30 a.m., as was done last year. 

2. Gram No. 8-Forest.-In connection with the saving in the voted sec-
tion of the Grant which worked out at 6·2 per cent., it was explained that 
this was mainly due to the expenditure on leave and deputation saJaries being 
below the average of previous years. . Owing to the outbreak of war there was 
an early return of officers to duty and curtailment of leave so that the appro-
priation for leave salaries had naturally been found to be ~cessive . . 

• 

3. Gram No. 17-Department of Education, Health and Lanils.-In reg8.rd 
to the reappropriation under the sub-head "E.-Contingencies" a member 
raised the question whether this sub-head should not be split up to show the 
details of the expenditure incurred so that it could be seen that a proper cOn-
trol had been exerci~. It was explained that each item of contingent 
expenditure is passed' by the Controlling Officer and all bills and vouchers in • 



< S1lppOrt of ;this eXlJenditure"are scrutinised in audit. Further, thotlgh ~ 
detailed heads for different contingent expenditure are provided in the accounts 
for the purpose of control and for framing the budget estimates, 
these were not reqtrirOO in the appropriation accounts and their provision 
would be against the policy of the Public Accounts Committee that larger 
units of appropriatioll should be devised 80 as to lead to more accurate 
estimating. 

4. (hant No. 3O-Survey of India.-Attention was drawn to the large 
saving in the provision for stores from England Qrdered through the High 
Commissioner, particularly as there had been persistent savings on this 
account in the last few years. It was explained that the greater part of these 
savings was due to carrying forward of liabilities of one year to the following 
year. In addition to the Surveyor-General's estimates of his requirements 
of stores for the year, the High Commissioner invariably had a carry forward. 
of stores which could not be supplied before the end of the preceding financial 
year. As at the present time the difficulties in obtaining supplies by the due 
date were considerably increased, and as any excess balance was surrendered 
and regranted next year, no change in procedure was considered desirable at 
present. 

5. (ham No. 33-Botanirol Survey.-In connection with the stock account 
of Government of India Cinchona bark, it was pointed out that the stock of 
bark had been verified without actual weighing. Though the amount of the 
stock had presumably. been calculated from measurement of the volume of 
piles of bark, the Committee suggested that the possibility of a test check of · 
qttality as a safeguard against substitution over a number of years in addition 
to a quantitative check should be examined. The danger of substitution of 
. inferior material has been brought home to the Committee by another incident 
reported in connection with the 1939-40 Accounts. 

6. (hant No. 35--Arc1uJoJlogy.-With reference to item 8 of the statement 
• of recommendations made in previous years (Appendix I) a note on the 

question of possible savings in the upkeep of gardens attached to ancient 
monuments (Appendix III) was submitted for the information of the Com-
mittee. The Department was not disposed to accept the proposal that 
mmiicipalities should make a peroentage contribution towards the upkeep of 
ga.rd.ens attached to ancient monuments within their admjnistrative areas, 
and the alternative of levying a charge for admission to all archaeological 
gardens was not considered desirable. It was pointed out that the proposal 
to retain the receipts from admission fees to meet the expenditure on the main-
tenance of the gardens was contrary to financial rules and moreover would 
provide no actual savings. 

7. (ham No. 37-Otker &ientifk Departments.-In connection with item 
7 of the statem~t .of recommendations made in previous years, it was stated 
that 88 the appeal preferred by the Government of Bengal against the valua-
tion of the Calcutta Museum buildings had been disposed of, the Corporation 
of Calcutta. had again been addressed on the question of exempting the Museum 
from municipal taxes if the present small charge for admission on 
certain days was abolished, and their reply was s\ill awaited. 
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8. Gmm/, No. 38-Edvcotion.-The Committee agreeS.to reoom.uieDd that 
the small excess mcurred. on this grant should be vomd. by the Assembly I 

9. (hant No. 41-.Agriculture.-Attention was drawn to the proforma 
account of the Sugar Excise Fund, which is kept to ~how the amount actually 
realised from the one anna of the excise duty per cW\. allotted for this purpose 
and from the receipts of the Imperial Institute of Sugar Technology, the amount 
actually spent and the balance available for distribution. The com-
plexity of the accounts was explained as due to the balances of unpaid receipts 
brought forward from previoUB years in two separate accounts, a pro farma 
account and a Sugar Excise Fund account, and it was stated that from the year 
1940-41 a new accounting procedure had been adopted, whereby the amount 
set aside each year from the excise duty will be credited to the Fund in that 

• year and a single account will show both these receipts and the disbursements 
on account of grants to Provincial Governments and others with the balance 
available for further expenditure on the objects of the Fund. 

. 10. (hant No. 45-Civil Veterinary Seroices.-The financial results of 
the production of serums by the Imperial Veterinary Research Institute, 
lzatnagar, were examined. The Committee noted that the year 193~ 
closed with a profit of Ra. 64,115 against a profit of Ra. 24,807 in the previous 
year, partly due to larger output, and considered that the positionJlisclosed 
was satisfactory. 
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.... 'i. aI the laW meetiai 01 the Public AeouaIdI Gam ... 'lleJIt .. 
.,.... the 18th .... 1M1 at 10-88 .. m. 

• PREsENT. 

The Honourable S~ JEREMY RAISMAN, K.C.S.I., C.I.E., I.C.S., 
Finance Member. Chai1f1flJf&. 

Moulvi MOHAMMED ABDUL GHANI. 

MR. MOHAMED AZHAB ALI. 
Mr. J. RAMSAY ScoTT. 

Sir SYED RAZA ALI 
Lieut.-Colonel M. A. RAHMAN. 

Pandit LAKsmn KAlrrA MAITRA. 
Dr. R. D. DALAL, C.I.E. 
Khan Bahadur Shaikh FAZL-I-HuQ Piracha. 
Khan Bahadur Sir ABDUL lLum>, C.I.E., O.B.E. 

1 
I 
~Memberlr 
I 
I 
I 
J 

The Honourable Mr. C. E. JONES, C.8.1., C.I.E., I.C.S., Financial Secre-
tary. W itnesl. 

Sir C~RON BADENOCH, C.S.I., C.I.E., I.C.S., Auditor-General of India. 
Mr. P. M. RAO,. Accountant-General, Central Revenues . 

. 11. ACCUTac of builgeting.-In examining the statistics of savings or 
excesses on the voted grants and non-voted appropriations, as co:l!lpared . 
with previous years, the Committee noted that unlike the previous four 
years when savings occurred uninterruptedly in the voted sections under 
revenue and capital expenditm;e, the accounts of 1939-40 show a large excess 
as compared with the final grant. It was explained that this excess was due 
to the transfer of"the actual revenue surplus of the year to the Revenue Re-
serve Fund under the cover of a specific suppleme~tary grant, and if this 
disturbing element was eliminated, the net result would be a saving of 3·6 
per cent. which compared favourably with the savings of the previous two 
years. The Committee appreciated" that the ol}tbreak of war had introduced 
an element of disturbance upsetting a great many of the budget calculations 
and that the excess over the original voted grant under revenue and capital 
expenditure was in a large measure due to causes directly or indirectly con-
nected with the Wlar. Making allowance for this fact, the Committee agrt-.oo 
with the conclusion recorded in the Audit Report that the improvement 
noticed last year in regard to both budgeting and control had been maintained 
during the year under review, though there still appeared to be scope for 
further improvement. 

12. Rewnst~Wn of the D~mand8 for Grants.-In connection with item 
11 of the statement of previous recommendations, the Committee to~k into 
consideration the memorandum (Appendix IV) on the revision or the D3tailed 
Estimates and Demands for Grants whiclt has been carried out by the Finance 
Department in consultation with the Auditor-General. 1J1e Finance Secretary 



• 
• 

uplaiped that the reduction in the size of the U,mands for -. GraaliI 
had . not only res-qlted in a substantial saving in paperanc1 printing but had . 
produced. a more handy and intelligible volume which contained all that 1V&B 
important in the previous compilation without sacJiificmg any information 
which was of real use to" the Legislature. So far as was known to the Finance 
Department the members of the Legislature had not felt any inconvenience 
from the revised arrangement, and subject to the omission of Part III it was 
proposed to continue for the time being the present scheme which had proved 
satisfactory from aU points of view. The Committee, while reserving their 
opinion as to whether the change should be adopted as a permanent measure 
on the return of normal times~ agreed to the proposal for the period of the 
war. 

13. Leave arul ~putation salaries.-With reference to item 9 of the state-
• ment of previous recommendations, the Committee considered the note sub-

'mitted by the Finance Department (Appendix V). It was explained that 
owing to the great delay in communications on account of the war full details 
Qf the High Commissioner's estimates had nQt been received by the time the 
budget was prepared though broad summaries under each head were obtained 
by telegram and circulated to the Departments. Therefore while the prac-
tice of modifying the High Commissioner's estimates in consultation with the 
authorities in India would be continued, it would not be possible to ascertain 
the extent of the improvement capable of being brought about by this pro-
cedure unt.il normal conditions returned. 

14. Granl No. 7-Stamps.-The Financial review of the working of the 
Security Printing Press, Nasik, was examined, and it was noted that the year 

. 1939-40· had been one of -steady progress. There had been an aU-round ~ 
in the demand for the products of the Press, and this together with certain 
increased selling rates brought into force during the last quarter of the year 
accounted for the appreciable increase in the value of sales. The percentage 
of net profit on sales in 1939-40 had been 25 as compared with 14·7 in 1938-39,_ 
while the percentage of net profit on the capital worked out at 19·7 as com-
pared with 10·7 in the previous year. The Committee noted that the working 
of the Security Printing PreM disclosed a satisfactory state of affairs. 

. 15. Grant No. 23--India .OJlice and "High Oommissiuner's BstablisAment 
Charges.-The small excess of Rs. 8,467 on this Grant was explained as due to 
smaller recoveries on account. of stores supplied to the commercial depart-
ments of the Central Government and to the Provincial Governments which 
were governed by variable factors and could not be estimaW with precision. 
The Committee af!1'eerl to recommend that the excess should be voted by the 
.4.ssembly. 

16. Grant No . . 59-Mint.-\Vith reference to item 14 of the statement of 
last year's recommendations, a note (Appendix VI) w,s .submitted on the 
formation of a Reserve Fund from the profits from the circulation of small 
coin to meet losses on the return of such coin in periods of trade depression. 
It was explained that with effect from the current year only a sum of RB. 45 
lakhs from the profits from the circulation of small coin was being taken to 
revenue, and that the ~alance over this figure was to be credited to a 8U8peIa 
)(11UiDD 

• 
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Moouni which wopfd be available to even out the receipts over a series .~ 
, years. The Committee approved of the adoption of the new procedure whic~ 
was designed to keep the revenue receipts from this source stable from year 
to year and thus to' mitigate, inste&d of aggravating, the difficulties ex-
.perienced from the large return of small coin from circulation in years of 
depression. • 

There was a small excess of Rs. 10,537 in this Grant caused mainly by 
expenditure on Air Raid Precautions and 1088 on coinage operations in the 
Bombay Mint which the Committee agreed to recommend for regulariaatipn 
by . the Assembly. 

17. (}rant No. 65-Orants-in-aid to' Provincial Govern'l1U!!1l1s.-There 
was a petty excess of Rs. 200 in this Grant due to this sum having been-paid 
in excess of the original appropriation to the Coorg Government. The Com-· 
mittee agreed to recommend the regularisation of the excess by a vote of the 
Assembly. 

18. (}ram No. 67-A-Transfer to RerentJe Reserve Fund.-The large 
excess under this head was explained to be due to the fact that the actual 
revenue surplus for the year, which in accordance with the decision of Govern-
ment was to be credited to an ad Jwc deposit head by debit to expenditure, 
turned out to be much larger than estimated. The special supplementary 
grant obtained from the Legislature on account of the transfer to the 
Revenue Reserve Fund had been based on the revised estimates for the year, 
and as the actuals were' not known until some months after the close of the 
y~r the final excess could not be covered. The Committee decided to 
recommend that the excess should be regularised by a vote of the Assembly. . 

19. (}ram No. 77-Cummuted Value of Pension.fl.-Attention was drawn 
to the fact that the additional appropriation sanctioned during the year in the 
non-voted section of this grant had proved unnecessary and that the final 
saving had wor~ out at 50·97 per cent. as against the saving of 15-08 per 
oont. in 1938-39 and 17 ·65 per cent. in 1937-38. It was expla.ined that the 
eontroI of this Grant was particularly difficult as it was impossible to forecast 
accurately the number of applications which would be received. In response 
to a query about the admjDi8tra~ion of this Grant, the Committee were 
assured that all such applications for the commutation of pensions were 
allowed unless there were objections on medical grounds. 
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.... 11"_ of the 8rd meetiDg of the Public AcCounts 6unmittee Wa _. 

• 

• 

WedDeac1u the 20th August, 1941, at 10-80 L m. 

• 
PRESENT. 

• 
The Honourable Sir JEREMY RAISMAN, K.C.S.I., C.I.E., I.C.S., Finance 

Member.-Chairman. 
M9ulvi MOHAMMED ABDUL GHANI. 
Mr. MOHAMED AzHAR ALI . 
Mr. J. RAMSAY SCOTT. 
Sir SYED RA.Z.A: ALI . 
Lieut.-Colonel M. A. RAHMAN. 
Pandit LAKSHMI KANTA MA.ITRA 
Dr. R. D. DALAL, C.I.E. 

• 

Khan Bahadur Shaikh FAZL-I-HuQ PIRACHA. I 
Khan Bahadur Sir ABDUL HAMID, C.LE., O.B.E. J 
Mr. J. F. SHEEHY, C.S.I., I.C.S., Member, Centrall 

Board of Revenue. I 
Mr. K. K. CHETTUR, First Secretary, Central. Board I 

of Revenue. 
The Honourable Mr. S. N. Roy, C.S.I., C.i.E., I.C.S., to . 

Secretary, Communications Department. 
Sir FREDERICK TYMMs, C.I.E., M.C., Director of Civil Witnesses. 

Aviation. 
Mr. M. K. SEN GUPTA, Financial Adviser, Communica~ 

tions. 
Mr. A. D. GORWALA, I.C.S., Deputy Secretary, Com-J 

munications Department. 
Prof. A. S. BOKHARI, CQntroller of 'Broadcasting. 
Sm CAMERON BADENOCH, C.S.I., C.I.E., I.C.S., Auditor-General 

of India. 
Mr. P. M. &Ao, Accountant General, Central RevenueA. 
The Honourable Mr. C. E. JONES, C.S.I:, C.I.E., I.C.S., Financial 

Secretary. . 
20. (kant No. l-Oustoms.-With reference to the pro forma account. 

of receipts and expenditure relating to overtime and hQIiday fees, it was 
explained that it was not the intention of Government to make any profit on 
of the levy of these penalties and fees and it was for this reason that payment. 
were made out of these amounts to Seamen's and Custom's Welfare Institu-
tions. The excess of receipts over expenditure was, however, credited to 
~revenues. • 

• 

• 



• :~r ~With- referen«k to the variations under 'Establishment Cbarps pa,id .• 
other Governments, Departments, etc. " it was stated ~t the system "tor 
oollection of customs duties on articles consigned by post was that the Posts 
and Telegra.phs Department collected the duty and charged four annas per 
parcel in order to recoup themselves for the expenditure ineurred . 

• 
21. Grant No. 2-Ce:ntral Euise Duti.es.-It was explained that the· 

decrease in payments to the Indian States of their share of MatCh Excise Duty 
was due to complete figures not being available before the close of the year. 
In order t.o avoid this difficulty it had now been decided that in future nay-
menta would be made a year in arrears. 

22. Grant No.3-Taxes on lnoome including Oorporation Tax.-With 
reference to paragraph 49 of the proceedings of the Committee for 1938-39, 
it was stated that statistics were now being compiled by the new mechanicaf 
process and that next year's budget estimates would be based on the 
statistics so compiled. 

23. Grant No. 4-Salt.--·The variations in the sub·head "A. (2)" were 
explained as being due to the decision to split up the Northern India Salt and 
Central Excises Department into two offices, each under the control of a 
Collector, one for North-Western India and one for North-Eastern India, 
from the 1st April 1939. This necessitated the establishment of a new office 
at Calcutta with its incidental expenses. These had been counterbalanced by 
the cessation of paymPJ1ts formerly made to the Government of Bengal who 
used to perform these func~tions on behalf of the Government of India. The . 
COmmittee were glad to note that the new arrangements were considered to 
be more economical and more satisfactorv than the old ones. . " 

The point was raised tha.t the charges for printing match banderols should 
be taken directly to the D~mand for Central Excises instead of first being 
debited to ' Salt.' . I t was statei that as the Departments of Central Excisee 

• and Salt were run on a joint basis and there were a large number of charges 
which had to be shared between the two, it was more convenient to lump them 
all together and then to transfer a portion of the tot9.1 charges to the Depart-
ment of Central Excises instead of attempting to take direct debits to the 
latter head. The Committe ~ a.a6ed that ~he present procedure should 
continue. 

~ 

The Committee comment~d on the apparently large amount of wastage 
in salt written 01' in Bombay. It was .explained that this wastage occurred 
mainly at the Kbt1.raghoda W'orks from two large salt heaps which were stored 
in th~ open and had been expflse3 to tw,o monsoons. 

It was explained that the large apparent decrease in Government capital 
invested in Salt \forks during th3 year 1939-40 was due mainly to a reduc-
tion in stocks due to heavy iudent~ on salt having been made owing to war 
tJODditions. The Committee were glad to note that the profits of the Salt' 
Jlanufacturing Branch were higher in 1939-40 than in the previous year. 
!" 24. Grant No. 6-Prooin~ial BzcUe.-There was an exeesa in this ~ 

of Ra. 7,739 for which a supplementary grant had not.been obtained AI it .... 
• 



.. 
deDaidered· that the excess would not materialise. The Cbmmittee agreed to. 
J:eOOlIlIDend. the reguJarisation of this excess by a vote of the Assembly. 

'.", 25. Grant No. 3:1-MelRnrology.-The Committee noted that there' had 
~. persistent overbudgeting in this grant, but were· gratified to see that the 
~rcentage of savings, which had been steadily rising from 1935-36 to 1938-39 

. ",,~en it reached 7 '4, had this year fallen to 2· 05. . . . 
26. Grant No. 47-Aviation.-Attention was drawn to the large per-

ce~tage of savings in this Grant over a series of years. It was explained that 
during the year under review the final saving in the Grant was due entirely 
to the fact that a sum of Rs. 6 lakhs for which provision had been made for 
payment towards the share capital of the Indian Trans-Continental Airways, 

.Limited, could not be paid and that but for this saving there would have been 
an excess of Rs. 1,80,000. It was explained that this payment was not made 
because certain " Ensign" land planes, which were required for the England-
India Section of the Empire Air Service, could not be made available owing 
1;6 the outbreak of the war and ~hat it was for the same reason that no other 
arrangements to obtain other aeroplanes in substitution for these could be 
made. 

27. Grant No. 48-Oapital Outln,y on Civil Aviation charged to Reventu.-
Objection was taken to the large number of delays in the preparation of ·esti-
mates and in settling technical details and the like, which had taken place 

• during the year under review, owing to which funds could not be spent on the 
items for which they had been provided. It was explained that great caution 

. was necessary in iIic~ large sums of expenditure on capital account' in 
matters of this kind and that progress had been slow because it was not consi: 
dered wise to take the risk of capital 1lSSets being wasted. It was further 
explained that a large part of the savings were utilised on urgent works which 
were necessary for war purposes. The Committee were of the opinion that the 
original appropriations were too large and that their inclusion in the budget. 
estimates was premature. The Committee noted that the percentage of saving 
during 1939-40 was . higher than in. 1938-39 and that this was probably 
due to the fact that a lump deduction for probable savings was not made in 
the year under review. They desired to ·stress yet again their previous 
recommendation that lump cutS should be applied vigorously in the provision 
for works expenditure at the time of the budget estimates. , 

28. GranJ,s Nos. 49 and 50-Broadcasting and Capital tOutWy on Broad-
casting charged to Revenue re8p~t£vely.-The Con;unittee were informed that 
during the year under review three new transmitting stations had been 
opened at Dacca, Trichinopoly and Delhi respectively, and that further 
IChemes for the opening of new transmitting stations were under considera-
tion. • • 

The Committee were gratified to learn that the 'Indian Listener' had 
.hown a profit for the first time this year since its inception. They were also 
pleased to note that the loss on all the publications which the All-Indi'i Radio 
publishes had been redpced very considerably during the year under review 
.. compared to the previous. year. 

• 
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, 29: Gmrat N~. (. 75-Capital Outlay on Vizagapatam Harbotw.-Wit.It 
reference to item No. 15 in the statement of outstanding recommendatio_, 
it was stated that the Bengal-Nagpur Railway had been addieased in the 
matter and that their l'8ply was being awaited. The Committee were glad to 
see that the receipts of the Vizagapatam Port increased and the expendit1ll8 
decreased in 1939-40 as compared with 1938-39. The Committee agreed to 
recommend the excess in this Grant for regularisation by a vote of the .Assembly. 
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~er1iDII 01 the fourth meeting 01 the Public 'Acoo1UdI'Commitiee hell_ 

o Th~. the 21It August lHl., at 10-30 L m. .. 

• 
• The Honourable Sir JEREMY RAISMAN, K.C.S.I., C.I.E., I.C.S., 

Finance Member.-Chairman. 
Moulvi MOHAMMED ABDUL GHANI. 
Mr. MOHAMED AzHAR ALI. 
Mr. J. RAMSAY SCOTT. 
Sir SYED RAZA ALI. 
Lieut.-Colonel M. A. RAHMAN. 
Pandit LAKSHMI K.urrA MAImA. 
Mr. H. M. ABDULLAH. 
Dr. R. D. DALAL, C.I.E. 
Khan Bahadur Shaikh FAZL-I-HuQ Piracha. 
Khan Bahadur Sir ABDUL HAMID, C.I.E., O.B.E. 

1 
I 
~Memhers. 

The Honourable Mr. H. C. PRIOR, C.I.E., I.C.S., Secretary, Labour 
Department. W itne88. 

Sir CAMERON BADENOCH, C.S.1., C.I.E., I.C.S., Auditor General of India. 
Mr. P. M. RAO, Accountant General, Central Revenues. 
The Honourable }hi. C. E. Jones, C.S.I., C.I.E., I.C.S., Financial Secre-

tary. 
30. Gram No. 60.-Civil Works.-The Committee were gratified to see 

that the saving in the voted portion of this Grant was 4·75 per cent in the year 
under review as compared to 23 ·12 per cent in 1938-39 and 5·1 per cent in 
1937 -38. They regarded this result as displaying a considerable improvement on -
the results of the previous years. The percentage of saving on the total non-
voted final appropriation was 1· 2 against . 36 in the previous year. This was 
mainly due to the postponement of two major works, namely, the construc-
tion of the Residency buildings- in Bahrein and the construction of a block of 
flats and servants' quarters in the Viceregal Estate, Simla, which alone 8C-
eounted for a saving of Rs. 2,04,000. It was stated that the extension and 
improvements of the pilgrims' camp .at Karachi, the postPQnement of which 
had been the subject of criticism by the Commi~ in the previous year, had 
been completed during the year under review. 

Remew of Works Experulit:u,'Te.-In reviewing the Works Expenditure as a 
whole the Committee were pleased to note that the percentage of savings in the 
consolidated provision for works included under all the grants and non-voted 
appropriations was only 10·04 during 1939-40 as compared with 47 ·78 in the 
previous year and figures of almost the same order in the remaining three yeam 
of the last quinquennium. The Committee noted that although the usual f_-
turea of previous years, such as late sanction of estimates, postponement or 

• 



.Orb, ~te .• had eqJtinued ~"operate,their cUmulative eff~t on pioducfu,~~: 
ings was lees marked than in the previous years. The resUlt of the year was 
all the more satisfaclc?ry because no -lump-rut for probable savings had been 
made in the budget estimates of the year. The absence of a lump cut was 
explained 88 being due to the fact that the provisi9n included in the budget. 
estimates for 193940 was confined to items which were considered to be 
either of an absolutely inescapable nature or were remunerative. The Com-
mittee noted that savings in works occurred mainly in Grant No. 48.-Capital 
Outlay on Civil A viation and in the appropriation ' Baluchistan', the,grants 
in respect of which are controlled by the Departments of Communications and 
External Affairs, respectively. 

31. In connection with this Grant, the Committee reviewed the powers of 
sanctioning works and of sanctioning reappropriationstherefor, which ha(L 
been delegated 'to the departments of Government and to individual qfficers. 
The Committee were informed that the present delegation of powers was 80 

designed as to ensure the maximum elasticity in administration with the 
maximum of financial control and they agreed that no change in the :present 
lIystem was at the moment necessary. 

32. The C.ommittee reviewed the pro forma accounts of the Central' Public 
Works Department Nursery at Jurbagh and were gratified to note that there 
liaUl been an improvement in the management resulting in a profit of Rs. 3,915 
against a d~ficit of Rs. 5,872 during the previous year. ., 

33. Grant No. 63~ta/,ionery and Printing.-Attentiou was drawn' to the 
sa~ under the various sub-heads' Pay of Establishments' in this Grant. 
It was explained that these savings were not due to &DY policy of retrenchment, . 
or of keeping vacancies deliberately unfilled, but were due to the normal course 
of events in which men of higher grades retired, and it took some tUne to fill 
the vacancies resulting from these retirements. The Committee considered 
that this disclosed that sufficient deductions had not been made from these 
,head9 at the time of framing the budget on account of probable savings, and de~ 
aired that adequaite deductions should be made in future. 

34. In connection with the Commercial Accounts of the Government of 
India P~, it was noticed that t~e increase in the expenditure on the Presses 
oompared with the previous year was primarily due to· contribution having 
been made to the Depreciation Fund during the year, while none was made 
in the year before. It was explained that this omission in the previous year 
was not due to any desire to show artificial economy in the working of tb.e 
Presses, but that the Depreciation Fund 'had reached a very large figure (abo~t 
Rs. lliakhs) owing to contributions to it having been made on an unnecessar.ily 
high scale in the past, and it was not considered necessary to go on increas-
ing the Fund. The decision to omit contributions to it was taken with. $.e 
full approval of the Auditor General. It was further explained that the whole 
question of the cOntribution to be paid to this Fund in future was now under 
iDvestiga.tion. , ; 
.. . 15. With reference to paragraph 301(c) of the Commercial Appe~ to t~ 
:tr:opriation Accounts (~vil), I~39-40 and the Audit Report, \941, i~ ~aS,~ 

ed that the· stook-taking was not done by the store-keepers themselveR, 
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bltt by the of1ieer8 cjf the Press deputed by the Manager for'the p~: Th:~. 
Committee stated' that as long as the . verification of stocks·\val not made by the . 
person holding direct charge of the stocks, they had no objection to this course 
being followed. • • 

36. In reviewing the Grants for which the Department of Labour was res-
. ponsible, the Committee felt that judging by the number of Grants in which 

there had been savings, there seemed to be a tendency to overbudgeting which 
they trusted would be remedied in future . 

. The Committee then adjourned till 10·30 A.M. on Friday morning . 

• 
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Horne Depa'ft'lrW'fd. 
37. With reference to item 18 of the statement of outstanding recommenda-

tions, it was stated that exhaustive instructions 88 to the action to be taken 
by the Head of a Department or office as soon as a case of defalcation or fraud 
comes to his notice had already issued and that there hardly seemed to be a C88I 
for issuing further general orders in the matter. The .Auditor General sta.tei 

• 
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that he was satisfied that the orders in force fully tnet the n~ of the case and" 
any further elaboration of them was unnecessary; he thougnt however that it . 
W88 necessary for Government to insist on these instructions being observed. 
The Committee desired that a copy of these orders ansi iilstructions should be 
laid before them. 

38. Grant No. l2-Executive Oouncil.-It was noted that a supplemen-
tary demand for Rs. 13,000 had been presented for this Grant, but that it had 
ultimately proved unnecessary. It was explained that there had been an un-
expected saving owing to the cancellation of the tours of members of the Ex& 
cutive Council following upon the declaration of war. On an enquiry by a 
Member it was stated that the pay of the new Members of the Executive 
Council had been fixed at Rs. 5,500 per month, while the existing Members 
~f Council had voluntarily agreed to have their salaries reduced to this sum. 

39. Grant No. la-Home Department.-With reference to sub-head' B.-
Bureau of Public Information " it was suggested that it would be desirable 
to gather together in one place all the amounts spent on propaganda, these 
being scattered about at present over a number of grants and appropriations" 
It was explained that with the establishment of a new Department of Informa-
tion, a new demand would probably have to be opened which was expected 
to accommodate all expenditure on Publicity. This would meet the point 
raised. 

W. Grant No. 27-Police.-I t was explained that the surrender of the 
entire non-voted appropriation of Rs. 22,000 in this Grant was due to the re-
fusal, owing to the oubreak of war, of leave to officers who would other'tise 

. have gone on leave. The.Committee noted that this was the third successive 
year in which there had been large savings in the non-voted appropriation in 
this demand and considered that there was still room for improvement in the 
estimation of English charges. 

41. Grant No. 68-Delh.i.-As the Area Demands are composed of a num-
ber of ' Accounts' and a very large number of sub-heads, all of which are not" 
administered directly by the Department responsible for the control of the 
Grant as a whole, which is not properly able to defend detailed items in the 
Grant except with the aid of the Department directly concerned, the Com-
mittee desired that the ' Key-statement' should, in future, show those por-
tions of the Area Demand which ale controlled by Departments other than 
the Department responsible for the Demand as a whole, against the Depart-
ments responsible for the individual sub-heads. • 

42. With reference to sub-head 'D.-Transfers to the General Police 
Fund' in Account V.-Police, it was explained that the modification of the 
original Demand was due to the abolition of the General Police Fund. This 
Fund, which was established under the Police Act of 1861 and which had its 
counterparts in most of the Centrally Administered Areas "as 'well as the Provin-
ces, was financed partly from the receipts of levies for punitive police and partly 
from receipts in connection with police employed for the benefit of private 
individuals and firms. The charges made to private employers included an· 
element of indirect cost, while only the direct costs were credited to genera . . 

• 



.1evenu~, tlie remafnder being credited to -the J'und.;The Fund'wlUl aw. 
. lished because the Government of India Act, 1985, lad tnads the oontinuanoe 

of such a Fund illegal and similar funds in the ProvinceS as well as in ()tMr 
(',entra.lly Administered Areas had been or were being abolished. . , 

43. Gram No. 71-Andamansand Nioobar JBlands.-There was an excess 
of Rs. 29,101 in this Demand, due mainly to large ~c8ssea in varioti8 sub-
leads of Account I, counterbalanced by savings in Account TI, for whioh.a 
supplementary grant could not be obtained. The Committee agreed to re-
commend the regularisation of this excess by a vote of the Assembly. " 

J. 44. With reference to sub-head F. 2.-' Education' ,in Account I, the ~If1-
w.ittee wished to know what amount had been spent separately on primal'Y ari4 
SOOondary education and on grants-in-aid to private schools. This inf~~~ 
tion is not available from the Accounts in the manner in which they are now 
presented. It was- explained that it would involve' additional accounting to 
eXhibit the information in the fonn in which the Committee wanted that it 
.ould be shown. The Committee, however, desired that the question w~~ 
titer it is not possible to exhibit. thiR information in the Accounts without 
undue elaboration, should be investigated by the Finance Department and' -the 
Auditor General, and a report submitted to it in due course. 

45. The Committee expressed themselves as not quite satisfied with thl' 
present rule that no explanation of a modification of the original provision tinder 
• sub-head should be given in the Appropriation Accounts unless themodifica-
tion amonnted to more than 15 0/0. The Committee were tentatively 
of the opinion that the limit of 15 per cent. should'be reduced to 10 per,centl 
but before making any recommendation on this.pomt they.desired the Audit()'r. 
General to investigate and report in consultation with the Finance Depart ... 
ment whether a reduction in the percentage limit below which no explanationa 
are required, would in practice lead to any improvement in the picture of bud .. 
geting and contr~l as presented to the Committee. 

External Affairs Department. 
. 46. Tribal Areas.-With reference to Note 5 of the Appropriation Ac~ 
counts on this appropriation, it was explained that the original orders of the 
Government of India regulating the grant of 'good conduct and good 8ervi~ 
pay' to the personnel of the Zhob Militia and the Mekaran Levy Corps were 
drafted in an ambiguous manner and were capable of more than one interpre~ 
tation. One interpretation of these orders was followed till 1937, when tqe 
Inspecting Officer' of the Frontier Corps took over the supervision of Baluchi-
stan formations, and suggested that the interpretation given to these order8 
was wrong. This contention was upheld and the amounts which had been paid 
:under the previous interpretation of the rules were written off. The Comniittee 
agreed that, in the circumstances, the write-off was justified. ' . . . 

47. In connection with the itel1lS of Secret Service Expenditure, it was 
~lained that the Finance Department had laid down, in regard to ~h' 
item of secret expenditure in all the Grants and Appropriations, which pat1;iou',-
tar officer wa~ to administer the expenliture and to give the necessary ce~-. "te tQ Audit that the expenditure had actually been., incurred. As pomted 
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out in the Audit .Report, all such certificates· for secret ·~rvice expebditure. 
relating to the year~.under review had been received and 'accepted by Audit. 

48. It was noticed by the Committee that under certain sub-heads of too 
appropriation the detailed head 'Contingencies' aceounted for not only a 
large proportion of the expenditure of the sub-head, but also for sums of money 

. which were relatively large in themselves without givm~rfurther details of the 
items on which contingent expenditure had been incurred. It was also noticed 
that the pract.ice in regard to what charges should be accounted for under' Con-
tingencies ' in this appropriation did not seem to be uniform; for whereas in 
some cases as, for exampJe, in Al-Frontier Constabulary-N. W. F. P., sepa-
rate detailed sub-heads had been shown for clothing and arms and ammuni-
tion, in other cases, as in ~-South Waziristan Scouts, or ~-Tochi Scouts, 

.all such expenditure had been lumped together under one detailed head ' Con-
tingencies '. The Committee desired, notwithstanding its recommendation 
that the units of appropriation should in general be large rather than small, that 
the Finance Department and the Auditor General should investigate whether 
it would not be desirable to split up the head 'Contingencies' under " Tribal 
Areas " when-expenditure against it amounted to a large sum, as 80 to give some 
idea in the Appropriation Accounts of what the items were on which these sums 
were spent. The Committee wished a report to be made to them in regard to 
this matter in due course. 

49. With reference to the W ork~ Expenditure in Baluchistan and the 
Tribal Areas, the Committee noticed that there was an appreciable number of 
major works in both appropriations on which there had been expenditure but 
for which specific provision had not been made in the budget. It was ex-

. plained that in certain C8sM the execution of these works was considered to be 
urgent and the decision to execute them was taken after the budget had beeh 
framed. It was also urged that in the matter of works, the External Affairs 
Department had to rely largely on the Military Engineering Service which had 
maRY . other preoccupations. The Committee were of the {)pinion that the 
programme for major works for the ensuing year should be thought. out well in" 
advance and should be included in the budget. While the Committee recognised 
that variations from this programme would be inevitable and while they did 
not. desire to interfere. with the discretion of Departments to vary this pro-
gramme in order to meet urgent requirements, which arose during the course of 
the year, they desired to emphasise that large variations, particularly without 
adequate explanation, were, ill ordinary circumstances, open to objection. 

50. With reference to item No. 19 in the statement of outstanding recom-
mendations, it was stated that His Majesty's Government, who had been ap-
proached, disered that a decision on the question of the incidence of Persian 
QuH expenditure should be postponed till the end of the war. The Gov-
ernment of' India had accepted this suggestion and the Committee agreed that 
the question should be postponed. • • 

The Committee then adjourned till 10-30 A.II. on Monday the 25th 
August. • 

• 
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• 
Sir CAMERoN BADENOCH, C.S.I., C.I.E., I.C.S., Auditor General of 
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Posts and Telegraphs Depart~ont . 
• 

5l. With regard to the .recommendation made last year (item No. 16 of 
Appendix I), that the ex-gratia payment of interest on Post Office Cash Certifi-
cates held in excess of the prescribed limit should not be treated &8 infructuoU8 
payments, it was stated that this was not now done and that such cases were 
not now included in the list of losses. 

52. With reference to the recommendation (item No. 17 of Appendix I) 
that the question of increasing the stock limit for stores should be considered, 
it was statAd that the stock limit had been increased provisionally from 21 
lakhs to 34 lakhs for general stores. The policy of the Department was· to 

• 
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lIuild up stocks, . but owing to the difficulty in obtaining '~res d~ war-
time and to the increase in the rate of issue due to increaSed activity, it had not 
been possible to attain this figure. The production in the Posts and Telegraphs 
Workshops was being speeded up as rapidly as possible .. and it was hoped that 
they would produce stores of the value of Rs. 72lakhs in 1942-43, the corres-
ponding figures for 1938-39 and 1940-41 being about Rs. 22lakhs and 40 lakhs 

. respectively. 
53. The Committee then considered the financial review of the year's 

"Working of the Depart.ment. It was noted that the Telegraph Branch showed 
& loss during the year of only Rs. 2,000 as against much greater losses in pre-
nous years. The improvement in the working of this- Branch was considered 
to be due largely to the additional traffic caused by the war. In answer to an 
enquiry why the Telegraph Branch had consistently shown a loss over a period 
&f years, it was stated that the main reasons were that in India the net-work of 
telegraph lines had to cover enormous distances resulting in a relatively large 
amount of capital being invested and that there was before the war some un-
oed capacity both in staff and e<I.uipment. 

54. With reference to the Radio Branch which showed a profit of 
Ra. 48,000 during the year, it was ~tated that the service was chiefly used by 
Shipping and Civil Aviation. From the latter, charges are recovered on a 
no-profit hasis. 

55. The Committee were gratified to note that the Department as a whole 
had made a profit during the year of Rs. 89,59 lakhs. . About Rs. 7! lakhs of 

• 'this had been paid to general revenues to clear the arrears of press losses brought 
forward from previous years and the remaining Rs. 82 lakhs now stood at the 
oredit of the Department.· It was stated that from the year 1940-41 the 
arrangement for the disposal of the profit of the Department was that the reve- . 
nue due to the increase in rates made in 1940, which increase was designed to be 
& measure of taxation, should be transferred outright to general revenues. The 
estimated yield of these increased rates was 33 lakhs in 1940-41.and is 100 Iakhs 
in 1941-42. Further, as the recent surpluses of the Department were largely . 
due to war conditions and Government traffic had contributed substantially to 
them, it had been decided that on the accumulated surplus beyond 100 lakhs the 
Department would not be credited with any interest. 

56. The Committee next cOnsidered the memorandum (Appendix VII) 
regarding inter-branch adjustments for rent of telephone trunk wires, the capital 
008t of which is debited to the Telegraph Branch. It was explained that the 
present rules of allocation between the telegraphs and telephoDe8 were unfair to 
the former. The modifications proposed were considered to form a fairer basis 
of allocation and would result in the 'J.'elegraph Branch receiving about Rs .• 
lakhs more from the Telephone Branch than under the procedure hitherto 
followed. The Committee agreed that the new rules were more equitable 
and approved of their introduction, with effect from the ·accounts for 1940-
,(1. . 

57. The Committee next considered the memorandum on the computation 
of the-value of stamps used for telegraph purposes (Appendix VIII). It was 
explained that meticulous calculations for purposes of inter-branch adjust-
.entawere hardly neces8ary and that even an error as large as two per cent . . • 



in ~e correct ~omputation of postage stamps used for telegr~ would r~nItt. 
Iln error in the allocation of charges of not more than abQut Ra. 2 lakhs. n. 
Committee agreed that as by discontinuing the present system of direct oo~-

'putation, the staff could be more profitably utilised, the system should l>e 
discontinued and the system of the half-yearly count, which alone was in force 
,previously, would suffice for the purpose. 

58. The Committ.ee then took up the consideration of the Audit Report. 
They noted that t.he reduction of Rs. 100 made by the Legislative Assembly 
in the original Demand for Grant No. 10 was, in distributing the Grant, takell 
under sub-head . C.-General Administration ' which on the year's working 
~howed an excess over the final grant. The reduced Grant 88 a whole wu, 
however, not exceeded. The Committee were of the opinion that when a re-
duction was made by the Assembly in the Grant as a whole, it was desirable 
to show it under a separate Abstract of the Grant. -

59. The Committee noted that in Grant No. ' 74.-Capital Outlay on Tele-
phone Projects' there had been a saving ofRs. 13,85,000 or 39·6 per cent of the 
original estimate. It was admitted that budgetting in this Grant had been de-
fective and that the Telephone Development Fund being new, adequate me-
thods had not yet been worked out for the control of expenditure in this Grant. 
It was also explained that the bulk of savings were due to unforeseen worb, 
for which provision had been made in the budget, not materialising during the 
course of the year. 

60. Attention was.also drawn to the large saving of ~. 6 per cent in Grant 
No. ' 72.-Indian Posts and Telegraphs Department'. These savings were due 
to a variety of causes, a large part of these falling under the head " Works "~ 
It was hoped that the adoption of the procedure recommended by the Public 

, Accounts Committee in their Report on the Accounts of 1937-38, that budget 
provision should be made only after consultation with the technical depart-
ments, would' reduce the extent of savings in future. The Committee noted 
that in the year -under report no lump cut was imposed for probable savings. It 
was explained that this was done because the provision itself had been severely 
pruned and it was considered that a further lump cut would not be justified. The 
Committee desired to reiterate its previous recommendation that a lump-sum 
cut for probable savings should be made and that, if the occasion demanded 
it, the cut should be drastic. 

61. The Committee then reviewed the cases of injudicious reappropria-
tions and surrenders. It was explained that budgetting during the year had 
been extremely lifficult because of the outbreak of the war. The expendit.ure 
during the first ten months of the year did not, therefore, give a corre<'t 
indication of that in the last two months. 

62. The Committee next considered the statement of losses written off. 
Particular attention was drawn to item No.6, in which a 1088 of Ra. 533 had 
to be written 01r'bOOanse the Branch Postmaster responsible for the misappro-
priation in·· question who was a schoolmaster was exempt from furnishing a 
security under the Departmental Rules. It was explained that it was not the 
rule but the exception not to take security from extra-Departmental post-
masters, that the rules regulating the taking of ~ ud .the aeIeetioD of 
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• • these postmasters had, since the case in question, been tightened up and that 

the whole question had been examineCi recently on the b~ of reco~nda­
tions of three officer~ appointed on special duty for thiS purpose. The Com~ 
mittee were gratified to see that the amount of losses written off during 
the year under report was less than in any of the previpus' 5 years. The per-
centage of loss written off (Rs. 19,355) to the total transactions in the 
.Department (which amounted to Rs. 320 crores) was infinitesimal. 

63. The Committee then took into consideration the memorandum (Ap-
pendix IX) regarding the fixing of percentages of variations between grant or 
appropriation and actual expenditure below which explanations need not or-
dinarily be furnished in the Appropriation Accounts. They agreed that the 
present percentages, which had been given a trial of four yeare at·the instance 
of the Committee, had worked well in practice and should therefore be oon-
'tinued permanently. 
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W itfle88eB. 

64. The Committee considered the Appropriation Accounts for which ~he 
Legislative, Legislative Assembly and Defence Departments and the Secretaries 
to the Governor-General (Defence Co-ordination and Public) are responsible. . . 

Legislative Department. 
65. With reference to Bub~head L. 1 (4) of the Appropriation' External 

Affairs' , it was explained that the system by which the amount payable by any 
country to the League of Nations was determined, was that each country was 
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U8igned a number of units which in the case of India was~: The total ex-
penditure of the League was then divided by the total'number of units (which' 
at present was 522) and multiplied by the unit value which was given to the 
particular country. The expenditure on this account during the year under 
report was Rs. 10·78 lacs but had fallen in the present year to Rs. 7 ·55 lacs 
owing to the activities of the League having been greatly curtailed. 

Defence Department. 
66. Ecclesiastical A.ffairs.-' It was noticed-that the amount under' A.-4.-

Pay of Chaplains, etc., in Bengal' was much less than that under' A.-6.-Pay 
of ChaplainCJ, etc., in the Punjab'. It was explained that the charges did not 
depend on the size of the population but on the number of ' entitled personnel ' 
which meant the number of people who were entitled to spiritual ministrations 
by a Chaplain. These were chiefly E1ll'opean Military, Civil and Railway 
personnel in Government employ and their dependants, and their number was 
larger in the Punjab than in Bengal. 

Secretariat. of the Gooernor-Ge:neraZ. 
67. The Committee then examined the Accounts of the Appropriation 

C Secretariat of the Governor-General'. The functions of the two parts of the 
Secretariat (Defence Co-ordination and Public) which were first set up during 
the year 1938-39, were explained to the Committee. The large increases in the 
appropriations of the sub-heads' B.-I' to ' B.-4' in this Appropriation were 
stated: to be due to the considerable expansion that occurred in the Secretariat 

• of the Governor-General, Defence Co-ordination on the outbreak of war. 
68. The large surrenders in the Appropriation' Principal Supply Officers' 

Committee' were explained as being due to the fact that this Committee was 
transferred from the control of the Secretary to the Governor-General (Defence· 
Co-ordination) and was merged in the Department of Supply in the middle of 
the year and the provision for the remainder of the year was not required. 

69. In continuation of the discussion, recorded in paragraph 31 of the 
proceedings, which the Committee had at its meeting on the 21st August 1941, . 
the Finance Secretary made a statement, the substance of which is recorded in a 
note (Appendix X), on the powers of the Finance Department and of the other 
Departments of Government as ,!ell SLS individual officers to reappropriate f~ds 
within a grant. 

The C~mmittee then adjourned till 10-30 A. M. on Wednesday, the 27th 
August. 

• 
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The,Honourable Sir JEREMY RAISMAN, K.O.S.I., O.l.E., j0hatrman. 

I.C.S., Finance Member. 
Moulvi MOHAMMED ABDUL GHANI. 
Mr. MOHAMD AzHAR ALI. 
Mr. J . RAMSAY ScoTT. 
Sir 8YED RAzA ALI. 
Lieut.-Colonel M. A. RAHMAN. 
Pandit LAKSHMI KANTA MAInu.. 
Mr. H. M. ABDULLAH. 
Dr. R. D. DALAL, C.I.E. 
Khan Bahadur Shaikh F AZL-I-HuQ PmAOHA. 
Khan Bahadur Sir ABDUL HAMID, C.Y.E., O.B.E. 

1 
j 

~Membor •. 
J 

J 
Sir ALAN LLoYD, C.S.I., C.I.E., I.C.S., Secretary Com-l 

merce Department. 
Mr. N. R. PILLAI, C.I.E., C.B.E., I.C.S., Additional I 

Secretary,. Commerce Department. I 
Rai Bahadur KmPA RAltI, Director of Co-ordination, 

Supply Department. ,I 
Mr. M. IKRAMULLAH, I.C.S., Deputy Secretary, Supply 

Department. 
Khan Bahadur K. UBAIDULLAB, Under Secretary, Sup- Wim.ella. 

ply Department. 
The Honourable Sir L. WILSON, Chief Commjssioner of 

Railways. 
Mr. B. M. STAIG, C.S.I., I.C.S., Financial Commis-

sioner, Railways. 
Mr. I. S. PURl, Director of Finance, R:ailway Depart-

ment. 
Mr. D. C. CAltIPBELL, Controller of Railway Accounts. 
Sir CAMERON BADENOCH, C.S.I., C.I.E., I.C.S., Auditor General of 

Indi!. . 
Mr. P. M. RAO, Accountant-Gene~l, Central Revenues. 
Mr. RAM GOPAL~ Controller of Supply Accounts. 
Mr. E. R. SESHti IYER, Director of Railway Audit. 
The Hon'ble Mr. C. E. JONF.S, .C.S.I., C.I.E., I.C.S., Financial Secretary. 

Oommerce DepartmenJ,. 
70. Grant No. 28.-Pmts aM Pilotage.-It was'explained that the expendi-

ture on the Bengal Pilot Service was fully covered by the recoveries made from 
• 
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shipping companies. The administration of the Meroantile Marine Depart-· 
ment, however, was not self-supporting, approximately haJf of its expenditure 
only being normally recovered from ships in the shape of .fees, etc. The Com-
mittee were pleased to see that the surplus on accodnt of the Bengal, Pilot 
Service for the year 1939-40 was larger than in any of the previous 5 years. It 

. was stated that the accumulated surplus amounting at the end of 1939-40 to 
Rs. 8,80,000 was kept as a reserve fund for the eventual replacement of pilot 
vessels. This amount was not, however, sufficient for the purpose and would 
have to be augmented, when the eventuality arose, from general revenues. 

There was a small excess of Rs. 3,536 in this Grant mainly due to more coal 
having been consumed owing to the present emergency than was anticipated. 
The Committee agreed to recommend the regularisation of this excess by a vote 
·of the Assembly. 

71. Grant No. 29.-liighthouses arul Lightships.-The Committee noted 
that the surplus of receipts over expenditure during the year amounted to 
Ra. 2,57,000 against Ra. 2,24,000 jn 1938-39 but that this apparently increased 
surplus was due to a change in the method of accounting but for which the 
surplus would have amounted only to Rs. 99,000. Taking into consideration 
all the factors which had operated during the year, the oommittee regarded the 
results of the year's working as satisfactory. They also noted with satisfaction 
that there were adequate amounts standing to the credit of the General Reserve 
and the Depreciation Funds. 

72. Grant No. 57.-Miscellaneous.-The Committee considered the income 
and expenditure account of the scheme for the registration of Accountants aad 
observed that the deficit fot the year under review was even larger than that of 
1938-39 in spite of the Committee's recommendation in their report on the-
Accounts of 1937-38, that this scheme should be made self-supporting. It was 
explained that the increased deficit during the year was due to an increase in 
expenditure on account of travelling allowances of members of the Indian 
Accountancy Board and its committees due to the necessity for mote prolonged . 
sittings. The policy of Government continued to be that the scheme should be 
placed on a self-supporting basis. The Committee trusted that steps would be 
taken to put this policy into effect and that the results of the next year would 
show an improvement. 

Department of Supply. 
73. With reference to entry' B.-1 (6).-Deduct-Establishment charges 

recoverable from other Governments, Departments, etc.,' it ~ explained that 
although the Contracts Directorate was, in the year under review, a part of the 
Department of Supply, the normal peacetime cost of this organization conti-
nued to be recovered from Defence Estimates. 

RAILWAYS. . . . 
74. The Committee then proceeded to examine the Appropriation Accounts 

of the Railways in conjunction with the Audit Report and the Review prepared 
by the Chief Commissioner. The Chief Commissioner laid before the Committee 
a summary of the approximate financial results of the Indian State-owned 
Railways in 1940-41 (Appendix ~I). The financial results of the working of 

• 



railways for the yaar 1939-40 were compared with these and with the results of 
previous years. The Committee noted that with the outbreak of war in the 
year under review there had been a change in traffic conditions with the result 
that the surplus for 1939-40 amounted to Rs. 4 1/3 crores, which was the highest 
surplus recorded since the general recovery in 1936-37. They noted also that 
the same trend had continued and that the surplus for the year 1940-41 had 
amounted to a very much larger figure. 

75: The Committee then considered the cases of supplementary grants 
obtained during the year, which had eventually proved to be unnecessary. 
In Grant No. ~C where a supplementary grant of Rs. 19lakhs was obtained 
and the saving in the total grant was Rs. 33·27Iakhs, it was explained that the 
chief cause of the saving was the postponement of the payment for certaiq 
Diesel cars obtained for the North-Western Railway, as the conditions with 
which, under the terms of the contract for their purchase, these cars had to 
comply before payment became due, had not been satisfied within the financial 
year. Another item which served to increase'the savings was unanticipated 
credits to the extent of Rs. 9llakhs, of which only B.s. 6 lakhs were expected to 
accrue at the time the reYi:sed estimates were prepared. In Grant No. 6-H, a 
supplementary grant of Rs. 8' 49 lakhs was obtained, while the savings in the 
total grant amounted to B.s. 9·88 lakhs. It was explained that this was 
primarily due to unanticipated credits arising from a change in the method of 
calculation of the cost of energy supplied, which resulted in larger recoveries 
being made. This clumge institued in the previous year had not been fully 
appreciated by certain railways until clearer instrUctions had been issued by the 
Board during the year und~r review, with the result that its effect was not fully 
;taken account of in the budget. The Committee desired that great care should 
be taken before a supplementary demand was presented to the Assembly. 

76. The Committee were pleased to note that control of expenditure as 
judged by the percentage of saving or excess on the final grant or appropriation 

. continued to be satisfactory, the saving in grants relating to expenditure 
charged to revenue having shown only a nominal increase to . 40 per cent. 
against ·10 per cent. in 1938-39. The position with regard to expenditure 
charged outside the Revenue account showed a deterioration from . 18 per 
cent. to 2·57 per cent., but this was only apparent as the net variation in 1938;.39 
was due to large compensating variations in Grants Nos. 11 and 12. The per-
centage for the year compared very favourably with that for 1935-36 and 1936-
37 and was only slightly higher than that for 1937-38. • • 

77. In reviewing cases.of injudicious surrenders or withdrawals within 
the grant, causing excess over allotments, ·attention was drawn to Grant No. 8-
Interest Charges. In this Grant the original appropriation for 'Interest on 
Debt' was reduced, while the final result showed an excess. The Committee 
agreed that as the rate of interest to be applied was not known till after the close 
of the year, very accurate budgeting was not possible in this Grant. 

78. As desired by the Public Accounts Committee last year, a memorandum 
(Appendix XII) was presented to the Committee on the method of preparation 
of the statement of unsanctioned expenditure in the Appropriation Accounts . 

• 
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The Committee agreed with the Railway Board that no r8dical chang6 W8I 
called for in the rules regarding the preparation of formal estiinates in certain 
cases. They also agreed with the proposal that the limit of Rs. 10,000 observed 
hitherto with regard to exhibition of the particulars of .un8anctioned expendi-
ture in Annexure 'A', ' A (i)' and ' A (ii)' to the Approprjation Accounts 

·should be raised to Re. 25,000, but preferred to await the effect of these 
changes before considering any further modification of practice. The Com-
mittee were pleased to observe that the percentage of objectionable expenditure 
to expenditure audited was only ·33 compared to ·58 in the previous year, both 
of which percentages were satisfactory. 

The Committee then adjourned till 10-30 A. M. the next day . 

• 
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"".11inp of &he 9th meetinc of the Public Aooounta Oonunfttee hel4 on 
Tbnnwd&J the 28th August 1M1 at 10-80 A. .. 

.. 
• PRESENT : 

The Honourable Sir JEREMY RAISMAN, K.C.S.I., C.I.E., }O'l._· ,tutrman. I.C.S., Finance Member. 
Moulvi MOHAMMED ABDUL GHANI. 

Mr. MOHAMED AzHAR ALI. 
Mr. J. RAMSAY Soon. 
Sir SYED RAZA ALI. 
Lieut.-Colonel M. A. RAHMAN. 
Pandit LAKsHMI KANTA MAITRA. 
Mr. H. M. ABDULLAH. 

Dr. R. D. DALAL, C.I.E. 
Khan Bahadur Shaikh FAZL-I-HuQ, PmACHA. 
Khan Bahadur Sir ABDUL HAMID, C.I.E., O.B.E. 
The Hon'ble Sir LEONARD WILSON, Chief Commissionerl 

of Railways. I 

Members. 

Mr. B. M. STAlG, C.S.I., I.C.S., Financial Commissioner, I . 
Railways. ~ Wttneuu. 

Mr. I. S. Pmu, Director of Finance, Railway Board. J' 
Mr. D. C. CAMPBELL, Controller of Railway Accounts. 
Sir CAMERON BADENOCH, C.S.I., C.I.E., I.C.S., Auditor 

General of India. 
Mr. E. R. SESHU I~R, Director of Railway Audit. 
The Hon'ble Mr. C. E. JONES, C.S.I., C.I.E., I.C.S., 

Financial Secretary. 
79. The Committee continued. their exam.lna.tion of the Railwa.y Aeeoull.tA. 

In dealing with Annexure C to the Chief Commissioner's Review, attention was 
drawn to the oomparatively high percentage that ordinary working expenses 
showed to earnings on the Eastern Bengal and Assam Bengal Railways. It 
was explained that the increase during the year under review on the Eastern 
Bengal Railway was mainly due to the special adjustment between revenue and 
the Depreciation Fund alluded to at the end of paragraph 21 of the Chief Com-
missioner's Review and to considerable extra expenditure caused by floods 
during that year: The reason whf the percentage of working expenses to 
earnings on these Railways was generally higher than on other Railways was that 
their receipts (as shown in Annexure D to the Chief Commj88ioner's Review) 
were for the size of the systems, comparatively speaking, low, this being partly 
due to competition with river traffic. The Assam Bengal Railway was now 
being taken over by Government and it was 'proposed to amalgamate it with 
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, . . 
the Eastern Bengal Railway. It was expected that thi.s wovld lead to a reduc--
~ion in t~e wor~ expenses of both the Railways and also possibly to any 
Increase In earnmgs. 

'80. The Committee next turned their attention to Annwue E to the 
Appropriation Accounts which showed the working expenses of strategic 
railways. A me~ber suggested that the net loss on strategic railways should be 
charged to the Defence Services Estimates as these railways were run primarily 
for Defence purposes and that, therefore, their inclusion in the Defence Budget 
would give a better idea of the total sum that was being spent on the defence of 
the country. The member's attention was drawn to the fact that the incidence 
of loss on strategic railways was regulated by the second sub-paragraph of 
paragraph 2 of the Resolution regarding the separation of railway from general 

• finance adopted by the Legislative Assembly on, the 20th September 1924, 
which ran as follows follows :-

" Interest on the capital at charge of, and the loss in, working strategic 
lines shall be borne by general revenues and shall consequently 
be deducted from the contribution so calculated in order to 
arrive at the net amount payable from railway to general revenues 
each year." 

The manner in which this arrangement worked for the year under review 
was shown in statement" No. 22A showing the calculation of railway contri-
bution to general revenues" at page 107 of the Combined Finance and Revenue 
Accounts of Central and Provincial Governments in India for the year 1939-40. 
The Committee agreed that no change in the method of accounting for. the 

. incidence of this loss was-necessary at any rate during the war. 
8!. The Committee next went on to consider in detail each of the financial 

irregularities mentioned in Chapter II of the Audit Report. With reference 'to 
paragraph 27 of the Audit Report, it was explained that the oversight was that 
of a Permanent Way Inspector who had omitted to report that the siding in 
question was being maintained by the Railway Administration instead of by 
the Indian State. The Committee noted that this loss was not due to any defect 
in system but to an omission by a particular individual. 

In regard to the scheme for the transfer of the repair of Inetre gauge loco-
motives from Saidpur to Kanchrapara, the Committee were of the opinion that 
the facts of the ease disclosed that the scheme had been adopted without as 
much consideration having been given to all the relevant factors necessary for 
its successful operation as they desezved. They were also .inclined to the view 
at the ultimate reduction to 10 miles in the schem~ for the relaying of 18 miles of 
track on the Kakurgachi Chord indicated that originally inadequate consider-
ation had been given to the actual requirements but it was explained that 
the abandonment of the scheme was probably due to a drive for economy. 

82. The Committee were not satisfi.ed with the eXI'labation given for t.he 
loss on the supply of timber to the Defence Department by the Eastern Bengal 
Railway in 1932 (paragraph 29 of the Audit Report). They considered that 
the Railways had been more accommodating to the Defence Department than 

.oould be justified under any circumstances and felt that the Departments 
concerned should m.a.ke clear to all responsible officers that no plea of urgency . 

• 
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Of" secrecy can exc~ n~lect of ordinary financial precautions such as taking 
receipts for transfer of mon~y or stores. 

83. The loss reconied in paragraph 30 was explained &8 being due to an 
fLbnormal dePJfure from the normal system. The Committee trusted that the 
p bolition of tlie system of " custody stores'" would obviate the recurrence of 
~llch a loss. With reference to the case recorded in paragraph 31, it was ex-
plained that Financial Advisers and Chief Accounts Officers~ of Railways now 
kept a register of the capital cost of saloons which they had not formerly done 
and that expenditure figures furnished by the Mechanical Department were now 
checked by them before final acceptance. There was therefore no likelihood of 
loss on this account being repeated in future. With reference to paragraph 32, 
it was explained that the Board considered that the all-round charge of 4 per 
cent. to cover the cost of maintenance and repairs of vehicles reserved for other f 

Government Departments, which had been found sufficient by all the other 
Railways, should be adequate in the North Western Railway also, and the 
reason why this was not 80 was now being investigated by that Railway. 

84. The Committee expressed their dissatisfaction with the system which 
had made it possible for orders to be given for injectors by the Eastern Bengal 
Railway without detailed specification of the type of injector desired having 
been stated (paragraph 33). They were, however, informed that the practice 
had been discontinued and that detailed specifications were now being sup-
plied. 

M. There was then oonsiderable discU88i.on on the case mentioned in para-
graph 35 of the Audit Report. It was explained that the officer in question 
was' the Chief Mining Engineer and th~ extra duti~ he performed ex-ojJicio 
were those of Chairman of the Coal Grading Board and Chairman of the Soft 
COke Cess Committee. For the former of these he received extra remuneration 
of Rs. 500 per mensem and for the latter Re. 300 per mensem. The point was 
raised why the entire sum which had been overpaid to the officer was not 
recovered from him, in instalments if necessary, but it was explained that the 
Usual practice was that overpayments, if they were received by the Govern-
ment servant concerned in good faith, were not rec<Wered for more than a 
period of one year..from the date the irregularity was discovered, as recovery for 
a longer period was considered inequitable. The Committee felt that prima 
facie these allowances were excessive and that tlie amounts paid and the justi-
fication for them should be re-examined by Government. They desired further 
that the question whether this remuneration had been correctly classified as 
fees should be further investigated and a report made to the Committee on this 
point. 

86. The Committee then considered the statement showing remissions and 
abandonments of claims to revenue, detailed in Annexure C to the Appropri-
ation Accounts. The grand total of revenue abandoned or remitted amounted 
to Re. 35,90,278 but "this was a very small percentage of the total railway 
revenues. It was explained that most of these abandonments and remissions 
were due to the impossibility of recovery or to the recovery threatening to 
prove more costly than the amount to be recovered. The Committee were 
satisfied with the statement of the Auditor General that he considered that in 
the cases under report there was no reason to h4:lieve tha\ the discretion vestA!d 

I 
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in the railway authorities to remit or abandon revenue had been improperly. 
exercised. 

87. In accordance with the recommendation of the Committee made last 
year, a 'Key' statement had been prepared, which correlated the references to 
each Railway Grant contained in the various accounts and reports with which 
the Committee had to deal. The Committee found that the ' Key' statement 
was not as helpful as it was expected to be and desired that it should be dis-
continued. Instead, they requested the Auditor General, in consultation with 
the Financial Commissioner of Railways, to prepare a programme to guide the 
Committee in dealing with the documents which they had to examine. 

88. The Committee then took into consideration the Report of the Railway 
• B98rd on Railway Officers' saloons and reserved inspection carriages (Appendix 

XIII). It was explained that all the material set free by the condemnation 
of these carriages would either be used. again if it was serviceable or sold as 
scrap. 

89. The Committee then went on to consider the report by the Railway 
Board on auction sa~es of railways (Appendix XIV) and noted that the East 
Indian Railway had already revised their contracts so as to secure payment for 

· the auctioned materials before removal, and that the Eastern Bengal Railway 
were following suit. 

90. The Committee then proceeded to consider the accounts of the Reserve 
Fund of the Railways. They ~oted that the Depreciation Fund, at the end of 
the year under review, stood at Ra. 30·75 crores. With reference to footnote 
(a) on page 57' of the Chief Commissioner's Review, attention was drawn· to 

· paragraph 21 of the Review and it was explained that while ordinarily ex-
penditure on repairs was financed directly from revenue, the expenditure on 
the Hardinge Bridge Protection Works and repairs to Earthquake damages had 
been so large that in the financial conditions then obtaining it had been deemed 
advisable, after consulting the Auditor General, to spread it over a number of 
years. A loan had therefore been taken from the Depreciation Fund and repaid-
in annual instalments from revenue. 
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'Proceed. of tOO 1011 meetiDc of the Public AcooaDta (JommMee bald oa 
Priday the 29th August, 1941. at 10-80 A ... 

• 
PRESENT : 

The Honoura.ble Sir JEREMY RAISMAN, K.C.S.I.~ 
C.I.E., I.C.S., Finance Member. 

Moulvi MOHAMMED ABDUL G1lANI. 
Mr. MOHAMED .A.zHAR ALI. 
Mr. J. RAMSAY ScOTr. 

Sir SYED RAZA ALI. 
Lieut. -Colonel M. A. RAHMAN. 
Pandit LAKSHMI KANTA MA.rrBA. 
Mr. H. M. ABDULLAH. 
Dr. R. D. DALAL, C.I.E. 
Khan Bahadur SBAIXB FAZL-I-RuQ 'PmA.CRA. 

Khan Bahadur Sir ABDUL H.uun, C.I.E., O.B.E. 
The Hon'ble Sir LEONARD WILSON, Ohief eommiasionet\ 

of Railways. . 
Mr. B. M. STAIG, C.S.I., I.O.S., Financial Commissioner, WitMau. 

Railways. J 
Mr. D. C. CAMPBELL, Controller of Railway Accounts. 
Sir CAMERON BADENOCH, C.S.I., O.I.E., I.O.S., Auditor-

General of India. 
Mr. E. R. SESHU lYER, Director of Railway Audit. 
The Hon'ble Mr. C. E. JONES, C4S.I., C.I.E., I.C.S., 

Financial Secretary. 

91. The Committee continued their examiqation of the accounts of the 
Depreciation Funi. It was explained that the annual contribution to this 
Fund W8..3 at the rJ.t3 of l/60th of the total capital at charge. The previous 
system ha1 involve:! a meticulous calculation based on the normal life of ea.ch 
asset. In the intert.dt of simplicity it had been replaced several years ago by 
the present one which was calculated to give approximately the same result. 

92. The Committee then went on to examine the Appropriation Accounts 
of each Grant. 

Gram No. 6-A . .,-There was an excess of Rs. 15,21,656 in this Grant, which 
however amounted to less than 2 per Cent. of the total. This was due mainly 
to the write-back to this Grant of the entire outstanding balance of expenditure 
on the Hardinge Bridge Protection and Training Works amounting to Rs. 48i 
Iakhs. The decision to write back the entire amount this year was made 
because the revenue position had improved considerably and it was felt that 
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there was no reason to delay payment of the debt to the De~eciation F1llld any 
longer. The decision on this matter was, however, taken.after the revised . 
grant had been fixed and a supplementary grant could therefore not be presented 
to the Assembly. The Committee agreed to recommend t~at this excess should 
be regularised by a vote of the Assembly. • 

With reference to an item of lOBS of Rs. 2,76,000 caused by fire on the 
. Eastern Bengal Railway, it was explained that the policy of Government was 

not to insure its property with outside bodies, but to carry the risk itself. 
Government made arrangements for protection against "e, but fires were 
infrequent and a large capital outlay for this purpose was therefore difficult to 
justify. 

93. Grant No. 6-B.-In connection with this Grant, the Committee were 
pleased to see that the percentage of locomotives and wagons llI!der or 
-awaiting repairs to the average number on the line had shown a decrease during 
the year under review compared to the previous year. The improvement, the 
Committee learnt, was due to the success of measures taken by the Board to 
expedite repairs in Workshops. 

94:. Grant No. 6-D.-There was an excess in this Grant of Ra. 56,691 due 
mainly to increase in traffic, necessitating the payment of more handling 
charges. Although a supplementary grant of Rs. 1 . 02 lakhs was obtained from 
the Assembly, this proved inadequate as the increase in traffic was greater than 
was expected. The Committee agreed to recommend the regularization of this 
excess to the Assembly. 

95. Grant No. 6-E.-Attention was drawn to three items of loss on the 
N,orth Western Railway caused by excess payments to railway servanm. 
Two of these were due to the fact that the Railway Admjnjstration did not know 
that the employee in question was in receipt of a pension from the Defence' 
Department. The Auditor General explained that till a few years ago the pro-
cedure with regard to verifying whether an employee was in receipt of a Govern-
ment pension or not was somewhat defective in all the Departments of Govern-
ment. The matter was taken up by Audit, as a result of which a large number . 
of ca.ses of this kind were discovered and the cases under discussion were pro-
bably the result of the investigation then made. The safeguard now prescribed 
against recurrence of a mistake of this kind was that employees are now them-
selves asked to certify whether tRey are in receipt of a pension or not. 

'Vith regard to the third case, it was explained that the complexity of 
grades in the Services in which this system existed was such that occasional 
mistakes were almost inevitable. • 

96. Grant No. 6-F.-The Committee noted that although the supple-
mentary grant of Rs. 2·23 lakhs ootained for the expenses of the General 
Departments had proved excessive, the budgeting in this Grant was very 
satisfactory as the precentage variation of the expenditure from the budget was 
only ·5. • • 

97. Grant No. 6-G.-In this Grant also 17he Committee noted that the per-
centage variation was less this year than in the previous year. They were 
pleased to see, in particular, that there had been an improvement in budgeting 
under the head 'Gratuities' . • 

• 
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98. Grant No.'5.-Under the sub-head' Net earnings payable to Worked 
Lines " the original provision had been req.uced by Rs. 15·71Iakhs, whereas the 
final figures showed an excess of Rs. 9·47 lakhs. Briefly, these variations were 
due to the fact that whereas in the earlier part of the year the earnings of these 
lines fell below budgetary expectations, the sharp improvement in traffic caused 
by the outbreak of war in the latter half of the year resulted in figures of earn-
ings of worked lines and consequently of paymanets due to them considerably 
exceeding anticipations. 

99. The Co~ttee then went on to consider Grants NOB. 11 and 12 relating 
to Works Expenditure outside the Revenue Account. They were gratified to 
o~e that the results of the year under review in both these Grants were better 
than they had been for many years. Although the very close budgeting in 
Grant No. 12 was due to the fortuitous credit on account of the Hardinge 
Bridge Protection and Training Works, but for which there would have been 
an excess in this Grant, the Committee were pleased to observe that the system 
of lump cuts recommended by them had, on the whole, worked well. They 
trusted that the policy of making lump cuts would continue though the extent 
of the cut would have to depend on the conditions anticipated from time to time. 
Admittedly in view of the difficulties created by the war in regard particularly 
to the supply of plant and materials, the difficulty of accurate estiJri&ting under 
this head would be accentuated. 

The Committee then adjourned till 11-30 A. M. on Wednesday, the Srd of 
September 1941 for considertation of their report. 
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RePOrt of the IIilitarr Accounts Committee: 1941. • 
• 

. We are appointed in pursuance of the recommendation made in paragraph 
31 of the Report of the Public Accounts Committee on the Accounts of 
1929-30 to make a preliminary examination of the Appropriation Accounts of 
the Defence Services and connected documents. We have been assisted in this 

. work by the Auditor-General, the Defence Secretary, the Financial Adviser, 
Military Finance, the Secretary of the Supply Department and the Military 
Accountant-General. The results of our examination are, as usual, embodied 
in the proceedings of our meetings which we desire to be teated as a part of our 
report. The following paragraphs deal only with some of the more important 
points. 

2. As the Audit Report covers the results of the test audit of a.ll expenditure 
• on the Defence Services brought to account in India including the expenditure 

debitable to His Majesty's Government without attempting to distinguish 
between the cases fully or partially affecting one Government or the other, we 
have had before us the results of audit over the entire field of Defence expendi-
ture. With small modifications' the quantum of audit has remained the same 
as before the war, though to ensure that the allocation of charges between 
H. M. G. and the Government of India is correct and in accordance with the 
Financial Settlement agreed upon between them, the scope of the check of classi-
fication in audit has had to be suitably increased. We examined the method of 
determining the division of charges on account of war measures for which the 
two Governments are jointly liable with considerable care. In the case of the 
expansions of recruiting activities, headquarter organisations and special-
ised training, the amount to be shared has been taken as the excess of actUaI 
. expenditure for the year· over the corresponding original budget provision, 
while the divisible expenditure on account of the expansion in the duty strength 
of officers has been calculated on the basis of capitation rates which have been 
applied to the excesses over normal strengths. As regards the division of these 
amounts between' the two Governments, where as in· the case of the 
increase in recruiting expenses which has been divided in the proportion of the • 
extra recruits raised in connection with overseas and purely Indian require-
ments respectively, an accurate basis for dividing the charges is readily avail-
able, the expenditure has been divided in this proportion, but where no simple 
or obvious method of dividing the amounts can be found the expenditure has 
been allocated equally between the two Governments. As the result of our 
examination we are satisfied that in regard to the accounts of 1939-40 the terms 
of the Financial Settlement have been fairly worked to the dei;riment of neither 
party. In general we are glad to note that the ~uditor General has certified 
that the standard of financial administration continues to be satisfactory. 

3. Expenditure o/the Military Engineer Services.-We are glad to note that 
a detailed procedure for war emergency works has been prepared after consul-
tation between the Engineer-in-Chief an.d the Financial Adviser, Military 
Finance, by which while the preparation of project estimates will be dispensed 
with, works will be sanctioned by the competent authority on the basis of 
properly prepared approximate estimates. As for the period of the war the 
great bulk of the works carried out will be those urgently required for the pro- . 

• 
• 



seCutiOIl of tb.e war·and mainly in temporary construction, we accept this as 
a. practical and satisfactory solution of th~ problem to enforce a reasonable 
standard of financial control without causing such delay as would retard the 
war effort. As regarils the normal works programmes, which except for tlie 
Quetta Project are now 'Comparatively few, we agree that no change in the 
present system of framing estimates is required for the period of the WiU. 

4. As in previous years, we have noted that the percentage of establishment 
charges to works expenditure of the Military Engineer Services has been consi-
derably higher than that of the Central Public Works Department. While we 
appreciate that the work of the Central Public Works Department has berm 
concentrated in a few areas and that the M. E. S. has to deal with a large number 
of scattered projects, we were gratified to learn that in the year under report 
the percentage for the M. E. S. has decreased by nearly 1· 34 per cent. and,we 
note that for 1940-41 a comparable figure for the rate of establishment charges 
will he provided by the Central P. W. D., since they took over the execution of 
all Central Civil and Aviation works in the various provinces with a few excep-
tions from April 1940. 

5. We are indebted to the Department of Supply for a very full account of 
the methods adopted by them for the purchase of stores and of the arrangements 
in force in regard to war contracts. While before the war purchases were made 
as a rule by open tenders and competition was effective over most of the field, 
as a result of the urgent and increasing demands made on the industrial 
resources of India on account of the war, the competitive system has necessarily 
had to give way to limited and single tenders and to settlement by negotiation 
with individual suppliers as well as with industries as a whole. The organisation 
devised for the closer control on the prices paid for Government purchases and 
for more intimate contact with industry was explained to us in detail. It is 
now recognised that contracts in which the price payable is based on the acutal 
costs plus an agreed margin of profit have many objections and although we 
recognise that such contracts are unavoidable in some cases, we endorse the 
;view that they should gradually be eJiminated as and when the experience 
gained from their working renders it possible to arrange contracts at fixed 
prices. These fixed prices would naturally be based on the ascertained econo-
mical cost of production, and 8hould be subject to review at specified intervals. 

6. A further point in this connection which was brought forcibly to our 
notice was that while for the examination of contracts based on estimated costs 
or negotiated in the light of such costs, a departmental costing organisation i8 
essential, the greatest difficulty is being experienced in obtaining sufficient 
trained cost accountants for this work. Furthermore, even though following 
the Australian model, it has been decided to supplement the departmental 
organisation by the employment of the firm's own private auditors working 
under the instructions of Government, the staffs of these private firms of ac-
countants have been so reduced by men being called up for military service that 
in many cases the' trained accountants left with them are insufficient to carry 
out the work required by the Supply Department. We therefore make a 8trong 
recommendation that the supply of qualified a.ccountants should not be further 
reduced by recruitment for the Defence Services and trust that the instruo-
tians that have just been iIsu.ed for no more &COOUDta.Ilte, to be ealled up withoat 
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conaulting the Supply Department will ensure that this. is bt;ought about. Weo 
d!o recommend that steps should be taken to transfer experienced cost account; 
ants who have already been called up from the Army to tqe Supply Department 
where their use for the war effort will be considerably greater, and that the 
training of young Indian registered accountants in cost accounting should be 

. pursued in consultation with the Advisory Panel of Accountants. 
7. The cases of financial irregularity brought to notice in the Audit Report 

were examined by us in detail and we generally approve of the action taken to 
fix the responsibility, which we trust will ensure that similar losses do not occur 
in future. We have, however, taken special note in our proceedings of a serious 
irregUlarity brought to light from the investigation of the incomplete store 
accounts in a Garrison Engineer's office and have asked to be furnished with a 

• report of the disciplinary action taken in this case~ FfX the rest, we endorse the 
finding of Audit that the standard of general financial administration continues 
to be satisfactory. 

8. We desire to place on record our indebtedness to the Auditor-General 
for the valuable assistance given·to us in our examination of the accounts. 

(Sd.) H. A. C. GILL, 
Secretary. 

. DaItJil the 29th AtlgUIt, 194J.. 
: ... -... 

", 

(Sd.) A. J. RAISMAN. 
(Sd.) FAZL-l-HUQPIRACHA. 
(Sd.) RAZA ALI. 
(Sd.) MOHAMMED ABDUL GHANI. 
(Sd .. ) C, E. JONES . 
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Proeee ~inll of the Int· meeting of the ¥j1brJ Acooantl Committee held. CIIl. 
Wednesday, the 13th Aagust 1941 at 10-80 A. .. -

PRESENT : 

The Hon'ble 8m JEREMY RAISMAN, K.C.S'!., C.I.E., }OhairmatJ. 
I.C.S., Finance Member. 

Moulvi MOHAMMED ABDUL GHANI. 
Sir Syed RAZA ALI. 
Khan Bahadur SHAIKH FAZL-I-Hl.TQ PmACHA 

Hon'ble Mr. C. E. JONES, C.S.I., C.I.E., I.C.S., 
Financial secretary. 

Mr. C. M. G. OGILVIE, C.S.I., C.B.E., I.C.S., De-
fence Secretary. 

Mr. E. T. CoATES, C.S.I., C.I.E., 1.C.S., Financial 
Adviser, Military Finance. 

Mr. M. R. CoBURN, C.I.E., O.B.E., Additional 
Financial Adviser, Military Finance. 

:Mr. J. PARLBY, O.B.E., Military Ac.countant I General 

. -:Mr. K. A. JOSEPH, Deputy Financia) 
Finance. 

Adviser, Military J 
Witneaau. 

Sir CAJIEBON BADENOCH, C.S.I., C.I.E., I.e.s., Auditor General 
of India. . 

Mr. C. V. S. RAO, Director of Audit, Defence Services. 
The Committee first considered the military items in the statement f~ 

dix I) showing action taken or proposed to be taken on the recommendations 
made in previous years. 

2. Item 21.-Tbe Defence Secretary stated that as recommended by the 
Committee last year the revised. rules for the allocation of Ecclesiastical 
expenditure had been brought into operation with effect from the 1st of April 
1941 and that a suitable formula for the distribution of the connected 
pensionary charg~ was under discussion between the Auditor-General and 
Defence Department. 

3. Item 22.-ln regard to the recommendation that the question of the 
Bimplification of heads in the Defence budget might be pursued 88 far as present 
conditions permitted in order that the conclusions reached might be carried 
into effect after the 'war, the Committee were informed that it would 'not be 
possible to make further progress with this propOsal during the period of the 
war and that the question would be taken up when the Defence budget was 
revised at the end of the war. 

4. ltem.23.-The Financial Adviser, Military Finanr,e, explained that the 
question of devising a revised system of framing estimates for M. E. 8. Worb on 
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the lines of that adopted in England had lost its immediate practical idterest 
because during the period of the war the great bulk of the *orks carried out 0 

oollSisted of those urgently needed for the prosecution of the war. As the pre-
paration .of detailed project est~tes inv~lves m~ch pme and labolljl. it has 
. been deCIded ·that the preparatIon of project estImates for works needed for 

.. the prosecution of the war should be dispensed with and the measure sanctioned 
by the competent authority on the basis of an approximate estimate. A de-
tailed procedure for such war emergency works had been laid down (Appendix 
XV) while for peace-time works like the Quetta Project the ordinary full pro-
cedure would continue to be applied. 

The Committee then took up the examination of the Appropriation 
Accounts of the Defence Services for the year 1939-40 along with the Report 

eof the Director of Audit, Defence Services. 

5. In connection with the financial settlement with His Majesty's Govern-
ment for the allocation of Defence expenditure for the duration of the war, the 
Chairman explained that Indian audit will operate over the whole field of 
Defence expenditure whether met from Indian revenues or by His Majesty'8 
Governme~ and th~t the Auditor-General's report with the comments of the 
Public ~ccodnts Committee would be referred for consideration in the first 
place by t'he Secretary of State for India and then by H. M.'s Treasury. In 
this connection the Committee considered the note of the Auditor-General on 
. paragraph 3 of the Audit Report (Appendix XVI) and noted that the Comp-

o ·troller and Auditor-General of the United Kingdom had agreed to admit the 
&eOOllntB of the expenditure on Defence Services which is to be bome by the 

.United Kingdom without further detailed examination on t}te strength ~f tn8 
audit undertaken in India. The Auditor-General stated that two members of 
the staff' of the Comptroller and Auditor-General had visited India last cold 
.weather to obtain first hand knowledge of Indian accounting and audit proce-
dure and that he had reason to believe that the Comptroller and Auditor-Gene-
Ira] would be gene~ally satisfied with the Indian system of audit and would be 
able. to accept the certificate of the Auditor-General of India without requiring' 
any modification of the Indian system. 

6. Paragtaph 8.---In regard to the division of charges on account of war 
measures for which the British a'Ild Indian Governments are jointly liable under 
.the financial settlement, it was explained that these joint measures main1y 
-related to the expansion of recruiting activities, the expansion of Defence 
Headquarters organizations and the. expansion of training. establishments for 
imparting specialised training to officers and men. Where an accurate basis 
for dividing the charges is readily available, th!' expenditure is divided in thia 
proportion, but where no simple or obvious method of dividing the amounts can 
he found, it has been agreed that the expenditure should be allQCated equally 
between the two Governments. It was pointed out, "t1!at the proportion 
which joint measures occupy is small. When Indian troops are sent overseas 
the cost of their raising, training and equipment is recovered from His Majesty'. 

···Government, except in the case of equipment sent out from the United Kingdom 
'.whether for troops of the various expansion schemes proceeding overseas or lor 
imch troops remaining m India, whioh is supplied free by that Government. 

• 
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,'-' "t~ Military Engi'ilRer .s~ices.-Inregardto paragraph 12 of the Appro-
priation Accounts, the Committee noted 'the appreciable improvement ill'the 
-working of the Military Services in that the percentage of objectionable Qutlar 
-"to the total expenditm-e during the year under report had worked out at 1 ~ 73 
as compared with 2·55 in the previous year and 'that the amounts due on 
account' of rent, water and electricity, which were not recovered within the 
prescribed time, had decreased considerably. 

B.The Committee noted that the percentage of establishment charg,es to 
works expenditure for 1939-40, viz., 18·96, had decreased by nearly 1 ~34 per 
cent. over that worked out for the year 1938-39 as the result of the fuller utiliSa-
uon of all works establishment 'on modernisation and war works. On the 
-q1lestionwhether the rate of establishment cha.iges in the M. E. S. was reason-
able, it was noted that the M. E. S. had to deal with a large number of 8ca~te<f 
projects, while the work of the Central P. W. D., whose establishment percentage 
,for the same year worked out at 16·25, was concentrated in a few areas. H9W-
ever) as the Central P. W. D. had taken over the execution of all Central CiVil 
.and Aviation works in the various Provinces with effect from April 1940, there 
would be a fairer comparison available with effect from the AccoUnts 'of 1940-
'4:1. ' 

9. ReconstrurJtwn in Baltwhista-n.-In the case of the ,lump sum contracts 
given for two groUp3 of works on the basis of certain previous contracts without 
bills of quantities, the Committee endorsed the view that the working of these 
~ntracts had shown that a lump sum contract" cannot be easily based upon a 
previous one without bills of quantities unless the '."'ork is completely identical. 

10. In examining, t~e original and modified appropriations as compared 
~ the actua1s for the year under report, the Committee agreed that in the 
apecial circumstances due to the outbreak of war, the variations did nc>t caD 
any ~menUi. The certificate of the Military Accountant-General was lio~ 
~d the majority of items held under objection were stated ~ have since bee 

. ~ttJecl· -
11. Paragraph 36.-Attention was drawn to the delay in settlement of the 

rates ~f hire for vessels requisitioned for local naval defence purpose, which waa 
TQ4inJy responsible for the variati~n between the appropriation and expenditure 
under the new main bead 3 "War measures chargeable to Indian revenues". 
It was explained that the rates could not be settled before the vessels were 
r8quisitioned, and 38 this involved an important question of principle whicli 
,would appy to all requisitioned property, a provisional payment of 10 
,hi]]jngs a ton was being made and the whole question examined in detailib 
consultation with the Commerce Department. 

12. 'Paragraph 43.-ln connection with the variation between the expendi-
ture and original appropriation under Defence Services-non-effective-Head 11-
:Air Forces, it was stated that this was due to a considerable 1'8fund paid to India 
by, the Air Ministry. According to a revised method of Calculation for non-
effeCtive charges agreed to by the Air Ministry, India is to pay on the basis or .. 
*vice share of' the actual pensions in course of payment and past paymenta 
fmm: i'1 ~20, whieh- -had been approximately 'calculated pending 8aetbl~IJ).eB$, 
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baa boon recalculated ont~ basis. A sum Of Ii J~.representing the IUPO..,' 
paid in excess by India had accordingly been refunded. .• . 0 

0 13. Appendix D.-With reference tu-the statement s~owing U Losses in 
Itores, etc." in Military Engineer Services written off during the year 1939-40. 
attention.was drawn to the large sum on account of deficiencies not caused by 
theft or fraud. It was explained that this was on "accomit of the book value of 
buildings which though recorded in the registers were found to be no longer in 
existence. The buildings in question had been demplished with.· authority 
but this had not been duly recorded. .As no authority w~ now traceable for 
their demolition, the book value of the buildings lia~ been written off by 
Government and steps taken to see that the regiSters were .pr9perly maintained 
in future 
• 14. With reference to paragraph 5 of the prefatory remarks to th-e Audit 

Report where it was stated that though Defence expenditure is non-voted, the 
Defence Appropriation Accounts stand on the same footing as the other Appro-
priation Accounts so far as examination by the Public Accounts Committee is 
concerned, a member made a suggestion that fuller details as to the production 
of munitions, stores, etc. in India might be given in the accounts for the 
information of the Committee. It was explained that the accounts of the year 
under report had been greatly simplified by the effect of the financial setilemeni . 
and that the Committee had a definite statutory function to deal with the 
accounts as presented to the Legislature and to see how the actual expenditure 

o compared with the appropriation and that the manner in which the money had 
been spent conformed with the canons of financial propriety . 

• 
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PRESENT : 

The Honourable Sir JBRKMY RAIsMAN, K.C.S.I., C.I.E., }Ohairma". 
I.C.S., Finance Member. 

Moulvi MOHAVVAD ABDUL GHANI. I 
Sir Syed RAZA ALI. JMembeTB. 
Hon'ble Mr. C. E. JoNES, C.S.I., C.I.E., I.C.S., Financial . 

Secret.ary. 

1Ir. C. M. G. OGILVIE, C.S.I., C.B.E., I.e.s., Secretary, 1 
Defence Department. 

Mr. E. M. JBNKINS, C.S.I., C.I.E.. I.e.s., Secretary, I 
Supply Department. 

Mr. E. T. CoATES, C.S.I., C.I.E., I.C.S., Financial I 
Adviser, Military Finance. ~W . U1&e8ses. 

Mr. M. R. COBURN, C.I.E., O.B.E., Additional Financia! 
Adviser, Military Finance. 

Mr. R. S. SYlrfONS, I.C.S.. Additional Financial. 
Adviser, Supply. 

Mr. J. PARLBY, O.B.E., Military Accountant-
General. 

Sir. CAMERON BADENOCH, C.S.I., C.I.E., I.e.s., 
A uditor General of India. 

Mr. C. V. S. RAO, Director of Audit, Defence 
Services. 

Mr. RAMGOPAL, Controller of Supply Accounts. 
16. In regard to the war time purchase of store3, the Committee first 

considered the memorandum submitted by the Department of Supply Appen-
dix XVII) describing the methods of purcha.!)8 and financial control, together 
with the note of the Auditor-General on t.his subject (Appendix XVIII). The 
attention of the Committee was first drawn to the fact that it was extremely 
difficult to recruit even reasonably qualified cost accountants for the Supply 
Department's s~ff. The Auditor General pointed out that owing to recruit-
ment for the army, the staff of private firms of ac~untants had been greatly 
reduced, and the trained accountants now left with them were insufficient to 
carry on their ordinary work much less to undertake the big responsibilities 
now being put ~n, them by Government and the Supply Department. .As 
regards the training of ordinary accountants, as the great majority had had no 
experience of factory work the training in cost accounting would be a lengthy 
process. The Committee was of the opinion that it was vital in the public 
interest that the supply of qualified accountants should not be further reduced, 
and for this PurpQSe recommended that AccountancY.8hould be declared to be 
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a key occupation. lrnrther, the Committee agreed witlP the AuditOl~-General 
that, if possible, steps should be taken to get expenenood cost accountan~ 
already recruited for the army, transferred to the Supply Department, where 
their usefulness for the war effort would be much greate~. The Committee a~ 
recommended that the possibility of training young indian registered accoun~ 
ants in cost accounting should be considered in consultation with the Advisory 
Panel of Accountants. 

16. The Committee then considered at length the methods adopted for 
fixing the contract prices for stores. As in view of urgency and for other 
reasons, the open tender system was being increasingly replaced by limited and 
single tenders, special arrangements had to be made to ensure that prices were 
reasonable. The change over that was taking place from the system of allowing 

, actual costs plus a margin for profit to a fixed price system was approved. It 
was explained that in the early stages of the war, certain contracts had had 
to be given for payment of actual cost of manufactured articles plus a margin 
for profit, but this arrangement, which left no incentive to economical produc.;. 
tion, was now being abandoned as rapidly as possible. It was noticed that it 
had been found possible to effect considerable reductions in the profit margins 
allowed. In view of the dearth of departmental cost accountants, it had been 
decided in suitable cases to employ the firms' own auditors who would work and 
report under instructions from Government and would be paid by Government 
for this work. These reports would be reviewed departmentally and Govern-
ment also reserved the right of employing their own departmental accountants 
in addition to, or in substitution of the firms' auditors in important cases, 
or where such a course was c.()nsiudered necessary . 

• 
17. As regards the question whether powers of local purchase were being 

properly used, the Committee were informed that orders restricting such 
purchases had recently been issued and that monthly statements of all local 
purchases had been called for to enable the Government of India to see that 
these orders were effective and that local purchases were resorted to only in 
real emergencies. 

18. Paragraph 10 of the Audit Rcport.-As regards the incomplete store 
accounts and irregularities in stock in a certain Garrison Engineer' s O:ffice~ 
which was reported by audit, the Committee noted that the omission to fix a 
reserve price for the auction of old copper wire, whereby the price realised had. 
steadily decreased, while the price of copper had been stea<ily appreciating, 
indicated, a serious irregularity and desired to be furnished with a report on the 
disciplinary action taken in due cOurse. • 

19. Paragraph 11.-ln regard to the inco~ect recovery of rent for certam 
buildings on the basis of a provisional rate fixed before the construction 
accounts for the buildings were closed due to the failure to complete the register 
of buildings, the Committee observed that in cases of this nature the investiga-
tion of the capital cost of particular items should be pursued individually 
regardless of the completion of the general register. Where a provisional 
rate for the recovery of rent was fixed the actual rate should be worked out .. 
lOOn as the required information beoome available. 

• 

• 
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• ~. ·PtmIfJf'fI1'l·1!.-AttentiOB was drawn to the lOIS inomncl by a.. .... 
ment due to non-tbmpation of accommodation reserved for ofIieen ~ 
with Army Headquarters in a hotel at Delhi. It was explained that ... 
ac::oommodation was arranged on account of the unusually large number bf 
oftlcers who had to move down to Delhi at the outbreak of war and that this ... 
Cancelled within a month. The Committee noted that in order to avoid similar 
losses in future, officers for whom private accommodation was reserved, are DeW 

required to enter into an undertaking to occupy such ~ccommodation if allotted 
to them. 

21. The Committee noted the remark of the Director of Audit, Defeaoe 
Services, that the standard of financial administration continued to be sa'" 
tory. 

1 

22. Paragraph 24.-Attention was drawn.to the case of an Aircraft Depot 
where the stocks of one of the sections had been verified by the store holder 
bimself, and it was stated that the regulations had since been amended t., 
make it clear that this was prohibited. It has also been agreed to detail perso~ 
other than the store-keepers for the verification of stockS as soon as personne1 
became available. 

23. Paragraph 26.-The Committee were glad to learn that as a result of ~ 
DeW organisation set up laat year for drafting Army Instructions the number of 
cases of faultll y expressed rules and orders were appreciably less in the year 
ander report than that noticea in previous years. 

24. Dairy Farms.-The reasons for the net loss of Rs. 73,369 shown by 
the consolidated prdit and loss accounts of the Military Dairy Farms for 1939-40 
as against the net profit of Ra. 15,601 in the previous year were examined. 
It was explained that this was mainly due to the purchase of a dairy farm at 
Ka1si which had shown a loss ~f Rs. 58,940 during the first year of its wor~ 
asa Military Dairy. A contractor had only just started the farm witli the back-
ing of the Military authorities, when two British Regiments on whose custom h~ 
was relying, were transferred out of India at short notice under the orders of Bits 
Majesty's Government, and to reduce the compensation payable to a minimum, 
tlte farm had to be bought and taken over as a IDilitary dairy. The slight 
increase in overhead charges was the result of the amalgamation of certain gNaw 
farms with local dairy farms, and the lossIDcurredmrunning the farms in 1939-
to would be treated as a set-off against the accumulated profit.$ in the reserv. 
fund. The C-ommittee, however, considered that there was a case for in~ 
the selling prices for the milk, butter and cream sold to the troops and desired 
that action should be'taken to fix the selling prices 80 that while no undue proa. 
1nl8 made out of the troops the farms should be made to pay their way. 
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APPERDIX I. 
Statement showing action taken or proposed . to be taken on 

recommendations made by the Central Public Accounts 
Committee. 

• 
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I . 
Year ~of 
of the::S:or Reoommendationa or suggestiona. 

Ko. Report. PJoo---IL 

BailvKsll' . 

1 19M-36 II-P. · · · That a further report to show the progreaa made in 
1935-36 I-R. aad 16-P. relation to the programme of reductions in the 
1936-37 '-Po total number of inspection oarriagea should be 
193'1-38 6-P. made to the Committee next year. 
1938-39 3·P. 

. 
! 1937-38 IS-P. · · · That the Committee be informed next year whether 

1-" &-P. the queetion of modifying the agreement. of the 
E. I. and E. B. Baihvays with their auctioneet'8 
80 ... to 8801ll'8 payment of auctioned materia.1a 
before removal had been satisfactorily aettled. 

I 1938-39 II-R. · · · That while the prooedure of lump BUm. cute should 
and be continued, the proportion of the outs applied 

16·P. IIhould be 8Omewha.t restricted. , 1938-39 1'-R. · · · That the pouibility of treating the ca.aea of unaano-
and tioned expenditure at preee.i1t enumerated in 
II .Annexure A to the Appropriation Accounts ... 
to objectionable ... a domestic matter f01' settle· 

u.P. ment between the railway admin;strUiona and 
the audit autlaorities should be examined and 
that a report on the conclusiona reached should 
be submitted to the Committee next year. 

6 1938-39 I'-P. · · · That in future a ' key' statement should be pre-
pared, on the linea of that supplied by the 
Auditor General on the Civil Appropriation 
Accounts, to correlate the references on each 
Railway grant contained in the various accounts 
and Reports presented to the Committee. 

EtlWAJtion, B e.oJth ,nul Lands Department. 

8 1937·38 I·P. · · · That a copy of the audited accounts and the audit 
1938-39 3O-P. certificate received from the Bose Reaea.rch 

Institute, Calcutta, should be shown to the . Accountant General, Central Revenues • 

'1 1937-38 I-P. · · · That the Corporation of Calcutta should be moved 
to exempt the Calcutta MU8('!um from the muni· 
cipal taxes and with this end in view the small 
charge for admission to the Museum on certain 
day. should be aboIiahed. 

• 1938-39 D-P. · · · That a note should be supplied to the Committee 
next year on the question of the pOl8ible aavings 
involved in one of the alternatives tlropoaecl in 
Sir Leonard Woolley'. Report on e adminit-
tration of the Archaeological Department • 

. 
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• Action taken or propOleCi to be t.K.. 

Tbe Committee 0088icIeNd the report (Appendix xnI) on t.be mbjeA 

·The Committ. oonaidered the report (Appendix XIV) on the mbj ... 

. This baa been noted. 

TIle Committee ooDBidered the memorandum (Appendix XU) on the mbject aDd agreed t.hM 
the limit of Re. 10,000 observed hitherto with regard to exhibition of the puticuIan at 
UDBaDotioned expenditure in the Appropriation Accounts should be rai8ed to ~ 25.000 • 

• 

The 'Key' statement will be prepared in future and that for the acooants for 1939-'0 
will be supplied to the Committee at its nen meeting. 

The action desired has been taken, vide note 1 a.t page 137 of· the Appropriatica 
Accounts (Civil) 1939-40 and the Audit Report UKl. 

• 
The Corporation of Calcntta had again been addreaaed. on the queation of uemptiDg the 

. Muaeum ~m munici~ taxes if the I!re8f'lnt.smaIl Charge for MmiRion on oerta.iD. cia,. 
, WIUI abolished. and their reply was ati1l awaited. _ .. 

. ..,'" 

The Commit~· oonaidered the note (Appen~ m) furBished' On -the 81lbj~ -. 

• 



Year 
8IriIll of 

No. Repod. 

9 1937-38 

1938-39 

10 1937-38 
1938-39 

11 1938-39 

12 1938-39 

13 1938-39 

. ., 1938:-39 

, 

-

16 1936-36 

1936-37 
1937.-
1938-. 

-

• > • . , 

ParagJ:&ph of 
tbeReponor 
ProoeediDP. 

5-R. · · I~P. 
and 

21-P. 
5-R. 
and 

31-P. 

I·R. and !I-P. 
'I·P. 

4-B. · · and 
4.G-P. 

·'.R. · · aDd 
?-R. 

'S-P. · 

45-P. 

( 

1J.B. aDd HI-P. 

8-R. and 'l-P. 
.. J,.I! .... *Jt. 

M.P. 

. ReoommeJldatioD or BUggeetiona. 

"1ItIace DeparltMAt_ 

· That the CJueation .hould be CODBidered of com· 
·mlinioating tile Higlt Ootam1I1iOD8t'·. Mimatea 

ofleave and deputation sa.!ariee ~d iD England 
to the Departments concerned or them to iDti· 
mate aDy broad modifications whioh would 
appear to be required on the basis oftheit' know· 
ledge a.s to the number of officers likely to be on 
leave during the budget year and that a further 
report on ~ question be BUbmitted next year. 

That the l!'inan~ Department should examine 
whether in addition to the aDDual provision of 
Ra. 3 crores for reduction or avoidance of debt 
there should not be a aeparate provision for 
amortisa.tion of Railway debt, onoe the first 
quiDquennium of the Niemeyer Awa.rd is over. 

· That the scheme for the revision of the compilation . 
of the Detailed eatimates and Demanda for 
GmaH ehould be tried .. an experiment for ODe 
year. 

· That the system of making lump BUm cuts for pro-
bable sa.vings should contiDue. though this may 
at timee lead to expenditure in excess of provi· 
Irion, and should be applied vigl)rously at the 
time of the budget estimates particularly iD the 
case of new works. 

. . 
1'11¥ oontrol of sul)·head. G.-TradeJ>ePartment 

iD GmntNo. 23-India Office and High Com-
missioner's Establishment charges should be 
taken over by the Commerce Department 
against whom this BUb-head should be shown iD 
future iD the Key Statement. 

That the result of the p.xamiDation t)f the roopoaal 
for the formation of a reserve fund m the 
profits from the circula.tion of small coin iD 
excess of an average figure with which to 
meet the 1088 on the retum of small coin in 
periods of trade depreasion should be reported 
.~ the Committee nen y-.r. 

Ooa",.mcattmu ~. 

· That 88 the Port of Vizagapatam is likely to COD-
tinue to be a barden on t~eral tax-payer 
unJe. the Railway hae a in ite develop-

; 

.. die. ~ of 1uJmting over ....,.. ~ .~ 
the Bengal Nagpur Railway .houJd be aetiveIy 
puraued and a report Ihould be aablllitted to the 
Oo~ next year. 

; . 
I 

~ 
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. . 

:~ieJt8; ~ I¥g tie (J8ffI,ral p'ublic',&CCO'UntB Oo!nmitJU. 

Action·.t&k(m..or propoeed to be ta.keD.. 

The Committee ooDllidered ~ .pe~ (Appelldix V) submitted on tile subject. . . 

t· " 

The questiea will. beconsi~' in·.qo~ion with the Budget for 1942-43. 

The Comm.itteeeGDSideredthe wemorancium.(Appendix IV) and while IdW!iiving theiropinioa 
as to whether the .change .h!>wd be a4Qpted as a permanent meuure. agreed to the 
prOpo8al for the period of the W&I'. 

Noted. 
: ;-1" 

'.-' '., 

• 

The CoJllmittee were informed that the B. N. ~y had been addreaed iI) the ID&UIr ..... . tW :.ttIeir· 'repty ".. 'beiDg . awaited. . ;. ':;' ; ... :: . .. . 
, . ., . 

' .. - -..... " ! " • 

.. ~ .. &.- "--.. --



Year Paragraph of 
8eria1 of ~~ ReoolDJlleDdation8 or nggeetiOlUl. 
No. Report. 

POII8 tlU TekgmpIN. 

16 1938-39 ,,-Po · · · That the a-grac!:J:yment of intereat on Post 
Office Cuh . cates held in exoeea of the 
pl'eecribed limit need not be treated u infra •• 
oue paymente and that in future ncb cae. 
might be omitted from the liBt of lo.ee. 

17 1938-39 "P. · · · That u the stock limit for atoree at preeent pree-
cribed appeared to be too low) the queation of 
increuing the limit .mould be CODIIidend 10 .. 
to avoid giving riae to an apparent irregaJarity 
in regard to • ·balaDce of BDlplue RoNa. 

HOfU~. 

18 1938-39 81-P. · · That in CUfl8 of fraud or defa.Jee.tion departmenW 
"liee Ji,. _ to tile IWpODIibiJity of the oJIi-
eiaIe OOIloemed mould be started u IOOIl _ 

, poBble and that in moat iDIItaDcee tile depar&-
m.enW enquiry . ahoaId be inetituted before 
the Court proeeedinp and whae ODe oftieial ia 
baing proeecuted the cuee apin8t the other 
ofticiaJa involved ahould be kept ready for 
baing taken up imJDMtiabtdy .. Court baa oome 
to • final decillion. -

B:r:UfatJl.A.JJGi~. ~. 

It 1929-30 llf-P. · · · That a decision on the queation of the incideDce 01 
19M-3Ci !'l.P. Peni&n G1Ilf ~ IIb.ou1d be arr.i'Hd' at 
1936-38 78-P. MIOOIl u ~ and a farther~ fomiehed, 
1~7 8O-P. to the Committee Den year. 
1937-38 72-P. 
1938-39 '12-P. 

LGbou,.~. 
; 

io : 1938-89 86-P. 0 · That tbe poaition in resud· to the 08ntDl Pablio 
Worb ~ Nmaery at J~ New 
Delhi the fWO-/omw. accouDt of w' for 
1938-39 revealed an 11D8&tiafactory teDdeDey, 
ahoaId be carefully watched to 188 that there: 
,... DO ncb deterioration in the nunery M to 
atrect ite financial poIIition. 

DeJau Set't1ka. , . 

!1 1926-27 26-R. · · · That the "'filed ruJe. for the aIlocMion of~ 
1928-29 91-P. tic&I upeDditure Ihould, if ]K*ibJe, be brought 
1929.30 US-P. into operation with efteot from the fiDaDOiai 
1933-34 <36=P. yearUNI42. 
19U-36 to-Po 
1935-36 &7-P. 
1936-3'1 !-P. (IOly.) ~ 

1937-38 I-P. ( " ) 
1938-39 3-P.( ) 

, 

" 
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,eeommendations made by the Oentral Public 'A.CC01Iflta OOfllmittee. • 

• 
Action taken or propoeed to be taken. 

n ".. explained to the Committee that auoo CMe8 were not now inoluded in the lid of Jo.e •. 

-n.. Com.mittee were informed that it was the policy of tile Postal Department to baiId lip 
8&oob bnt lAlooe88 had been limited owiDg to diIlou1tiee in obt.NniDg mppIiea and to ' ... 
.... w COD8UJDption oonaequent on war. 

Bzbaat.ive iDetruCtiOUB &8 to the action to be taken by the Head of a Department or oeice 
U lOOn as a case of defalcation or frand comes to notice have already been issued. 80 
far u caaes of fraud referred to in parasraph 61 of the Report are concerned, it iI hoped 
that the action by the Director General, Posta and Telegraphs. would prove eft'ectiye. on... 
hardly Beema to be a case for issuing further general ordara in the matier. ",.. 
CollUDittee desired that a copy of the inatructiODB and orden Doahi he Wd befon tMIR. 

I 81dtah1e steps have been takeD by the Chief Bnpeeer~ Oeatral P. W. D. to ayoid • MIl I to Oovemment on the working of the Nanery whioh .. DOW ..... nil" a .--
able profit. , 

The Oommittee were informed that the reriBed raIee bad beeIl brcnt«" iIlta operati«m .. 
effect from the 1st. April 1941 and that • auitable formaJa for the .noo.tioIl of ~ 
.,.... wu under diacoesion. . . 

• 
• 



~ slwtDi,,!/ action tak£n or proposed f!J. ~ ~,OR 
.. ~\.' ~, .. ~. • . ',' ",.··.l . ~L\' "', 

Year 
Serial of 

No. Report. 

; ~dI- 1~37 

1937-38 
1938-39 

. Paragrapb of 
the Report or 
Prooe-tiDp. 

~Lr . and 
15-P. K.. A. C. 
6-P. 
6-P. 

-., 

. 

-: .\. -.; 

, ',.-

t .' _ 

1931-Jt.: .: SoL 
and 
2O-P. 

~:.. ; . .: . 

. ~!.!!/, ! .... _ .~ _ ~ ! L ~ ~_ t !. .. ... , ..... _ I..#': i. 

Recommendations or auggestiODa. 

That thequeRion of the simpli1ication!Ofbeadillp 
in the Defence Budget though of no great 
urgen<'Y at the moment, may be pursued as far 
88 present conditions permit in order that the 
conclusions reached may be carried into effect 
after the war. ... - .. 

< 
~. ',,' ~h i '. 

That the question of devising a 1'8'ri8ed .8Y'IteiB of 
framiRg e8timat.es -for M. E. S. Works -on-the 
lines of that adopted in England may be further 
considered in due conrae in order to reduce the 
variations between the estimates and the actual 
roat of works which were mainly attributed to 
the procedure under which an interval ofm~l'!! 
than a year obtained between the according bf 
administrative approval to a work and ita com· 
mencement. - - . 

.. . .,.".: 
.. t" . '.: ; I. ~ '. 

.' ........... I .f,) 



11 • 
• 

~--~---------------------------------------------------------
• 

Aotion taken or proposed to be taken. 

The Committee were informed that it would not be possible to pUl'B1le the matter during the 
war and that the question would be taken up when the form of Defence Budget was revi8ed 
at the end of the war. 

The Committee considered the procedure outlined in Appendix XV and agreed that the pro-
cedure should be applied to all works needed for the prosecution of the war while for peaee 
time works like the Quetta Project the ordinary full procedure would continue to be 
applied. 

• 

)(l93FinD 
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APPBIDIX u . 

• 

FiDalGrant 
or Expenditure. N1UDber and name of Grant 

or Appropriation. Appropriation. 

PART L-CIVIL. 
A. BxrUDITUmI ClwIoo 

'10 RavDUL 

1. 0aR0mI: 
Voted 79P1,OOO 77:n,M9 
N UfH1tIIetj 4,86,910 4,84.616 

I. Oentnl Exciae Datiee : 
Voted 10,15,000 10,1". 
NOfHIONtl &1,96,163 &I,61,8U 

S. Taxee on !noome includ· 
• Corporation Tax : 
UI8 VoMd. · 76,U,000 75,1,,081 

NO'IHIOIJ, 1,13,918 1,71.61'1 
.. Salt: 

Voted 58,~,OOO 58,26,394: 
N oa-tKJI«l 44,18,691 44,18,017 

6. Opium: 
Voted 24,21,000 22,46,232 
N oa-fIOI«l 1,41,967 1,47,983 

8. Provinoi&l Excise : 
Voted "58,000 "65,739 
N O'Il-fIOI«l • 16,816 26,816 

7. Stamps: . 
Voted 18,80,000 18,48,314 • 
N oa-fIOI«l 1,87,800 /,89,393 

8. J'oreBt: 
Voted 5,77,000 5,41,319 
N,.fJ04etl 2,82,000 . 2,83,462 

9. Irrigation (inoludiag 
working expenaee), Navi· 
gation, Embe.nkment 
and Drainage WorD : 

Voted 2,08,000 2,00,197 
N (J1l4f1Ott4 10,68,472 10,77,806 

1l.Interest on Debt and 
Other Obligations and 
Reduotion or Avoidance 
of Debt : 

Voted • 93,92,000 92,62,174 
N O'Il-fIOI«l . 11,41,96,800 11,07,70,836 

Expenditure as oompued. 
with Grant 

or Appropriation. 

Leeatban 
granted. 

A 

1,09,761 
,,us 

1M 
3&JH)9 

1,19,919 

'.1'1 

15,608 
,,oJ() 

1,75,788 
4 

31,686 

35,681 

7,803 

1,39,826 
34,24,964 

\ 

. 7,739 
0'. 

1,7[1) 

1,4tJJ 

9,IU 



itumber and name of Grant 
or Appropriation. 

PART I.-CIVllr-cotIId. 
A.-EnJUmlTUBB CluJuJ.D 

'l'OR~. 

IS. Executive Council : 
Voted 
NOfHOIed 

18. Council of State : 
Voted 
NOfHOIed 

14:. LegWative A.aeembly and 
Lu-Algi .. ·aI_ative A88embly 
Department: 

Yoletl 
NOJHOt«l 

16. Home Department : 
V'*tl 
Noa-eoIetl 

16. Legialative Department: 
Voted . 
N O'Il-tKIIM 

• 

17. Department of Edu6a-
tion, Health and 
Landa: 

Voted 
Noa-eoIetl 

18. Finance Department: 
Voted 
N O'Il-eoIetl 

19. Commerce Department: 
Voted 
N ma-t1OIed 

20. Department of Labour : 
Voted • 
Non-t1OIed 

21. Department of Communi-
cations : 

Voted 
Non-tJOted 

U. Central Board of Re-
venue: 

Voted 
Non-t1OIed 

23. India Office and High 
Commissioner's Estab-
lishment Charges : 

Voted 
Non·vofM 

63 

FinalGraat 
or Expenditure. 

Appropriation. 

1,31,800 
6.11,411 

1,28,000 

8,21,000 
66.900 

8,37,000 
U,30,8U 

4,07,000 
2,02,800 

6,11,900 
2,36,772 

5,83,000 
11,72,271 

4,39,900 
1,96,026 

4,64,000 
1,97,741 

2,04,000 
1,36,368 

5,41,000 
2,11,720 

19,57,000 
22,97,'000 

Be. 

1,18,012 
6,09,469 

1,18,580 -
6,70,223 

67.166 

7,72,003 
U,36,689 

4,05,144 
2,02,360 

6,04:,917 
2,34,922 

5,75,400 
11,80,862 

4,33,037 
1,98,392 

4,23,419 
1,96,127 

2,01,184: 
1,35,066 

5,37,762 
2,09,584 

19,65,467 
22,89,265 

• 

• 

E~diture aa compared 
. • with Grant • 

or Appropriation. 

• Leaathan 
granted. 

13,788 
1,962 

9,ao .. 

1,GO,777 

• 

• • 

64,997 .. 
1,856 

440 

6,983 
860 

7,600 ... 
6,863 -

40,581 
1,614 

2,816 
292 

3,238 
2.136 

.. 
7,735 

A 

More than 
granted. 

Be. 

-
... 

-
.. 

4,'166 

-
. --
.. 

8,681 

... 

8,467 

, 



" , 
.!- -~ -:.! ". . ~ 

Bamber and"name of Grant 
or Appropriation. 

P AIlT I.--CIVIL---eoIIt. 
A.-ExPENDITUBB CluBGJ:D 

TO R1NE1rUJ:~. 

U. Payments to Other Gov-
ernments, Departments, 
etc., on account of 
aervicea rendered. : 

26. Audit: 
Voted 
N on,-fJOWl 

26. Admjnjstration of Justice : 
Voted 
N oa-tJOt«l 

2'7; Police: 
Voted 
N oa-tJOIal 

•• Ports and Pilotage : 
VtJ'ted 
N oa-tJOI«l 

•• Lighthouaee and Light-
abipe : 

Voted 
N oa-fJOUJIl 

10. Survey of India : 
" Voted 

! . N cm-fJOUJIl 
31. Jleteorology: 

Volled 
Ntm-tJOtM, 

a Geological Survey: 
Voted . 
N tm-fJOIed 

13. Botanical Survey: 
Voted 
N tm--tJOtM, 

U. Zoological Survey: .. 
Voted • 
N __ txM.d 

•• .ArcIueology: 
Voted 

.. 1IiDee: 
N~ 

Voted 
Ncm-txM.d 

• 

. . 

ft. ether Scieutific Depart. 
ments : 

FiDalGrant 
or ~dAee. 
~ 

Ra. 

1,!O,OOO 

90,12,000 
8,97,800 

88,000 
3,68,700 

8,46,000 

lS.!&,OOO 
9,96,921 

9,32,000 
10,000 

18,06,000 
8,84,860 

11,03,000 
8',000 

1,83,000 
1,00,440 

49,000 
!6,sDO 

1,66,000 
4$,000 

10,16,000 
16,698 

1,47,000 

'4"s2! 

2,75,000 

1,18,577 

88,17,257 
8,87,132 

68,967 
3.ao.290 

&,26,673 

13,18,536 
9,81,231 

9,31,509 
10,016 

19,12,168 
",078 

as,971 
"24,930 

1,39,388 
~,981 

9,82,176 
16,708 

1,4:2,173 
93,168 

!,13,llO 

ExpeDditure .. oompared 
withGnmt 

or Appropriation. 

Leaatban 
granted. 

1,4:23 

A 

1,94,743 . 
10,068 

19,033 
18,410 

18,4.27 

491 

27,606 
60tJ 

28,612 
13 

33,824 

4,827 
164 

1,890 

Be. . 

18 

.. 

.. 
18 

110 

, 



. -._bar and DAme of Grant 
_ Appropriatioa. 

PART I.--CIVIL--cmIId. 
A.-EXPJIlIDITUBII Clwwo 
TO~. 

38. Education: 
• Voted 

Ncm-voWl 

39. Medical Servicee.: 
Voted 
Ncm-tHJted 

40. Public Health : 
. Voted 

N cm-voMtl 

41. Agriculture: 
Voted 
Ncm-tHJted 

". Imperial Council of Agri. 
oult1U'&l Reaea.roh ~ 
partment: 

Voted 
Non·voMtl 

". Scheme for the Im· 
provement of Agricul. 
tara IMarketiDg in India: 

44. Imperial Institute 
Sugar Techaology : 

of 

46. Civil Vete.riR&ly Ser. 
noee: 

41. .lJlduatriea: 

4:7 • Aviation: 

Voted 
N cm-voMtl 

Voted • 
N.Mf4 

Voted 
Non· .. 

. 
• 

4:8. Capital Outlay on Civil 
A nation charged to 
Revenue: 

. • 

• 

• ExpeDditme .. aompu.l 
. • withGnm· 

J'iaUG..- ,CP:~ . or i~~1Jle. , __ ----..... 10...-----.,.,.. .. 
Appropriation. 

6,53,000 
1,000 

6,90,000 
!,63,280 

8,41,000 
2,34,189 

28,91,000 
56,076 

7,01.000 
1.65,604 

4:,4:9,000 

1,000 

7,29.000 
3IJ,OOO 

8,46,000 
If)() 

39,54,000 
165 

1,000 

~98,OOO 

6,53,017 
958 

6,85,171 
2,59,295 

8,02,675 
1,30,273 

27,89,966 
53,670 

6,98,981 
1,65,462 

4,42,805 

'1.08,896 
29,140 

8,86,853 
311 

36,33,963 
168 

• 

42 

1,01,034: 
2~401 

2,01' 
42 

6,195 

. . . . 

More tban 
granted. 

17 

•• 

.. 



fEzpeDditure .. oompared 
with Grant 

FiDaI Graat or Appzopriation. 
·Jf_her aDd Dame of Grant 

or Appropriation. • 
or ExpmM~ ~~ ______ ~A ________ ~ 

AppropdatioD. 

PARTL~ 

A. lb:::rDDft'UD C.ABGD 
m~. 

10. <&pital Outlay on Broad-
..tmg: 

Voted 1,000 
11. I:adiaD 8toree Depart. 

.... t: 
Voted 21,18,000 
N"...". 83,100 

U. o-..... oiaI Intellipllee 
aDd 8t&tMti .. : 

VcMd • e 7,38,000 
NOIWIDIMI • '11.199 

aa.~: 
Voted • d,000 
N 0JM1t1I«l. • 93.030 

14:. Bmigration-Intem&l : 
Voted .12,000 

16. EmigraUon-Extemal: 
Voted 1,4:7,000 
N OJt,.fX1Ud 1.90.122 

16. Joint Stock Companies : 
Voted 1,18,000 

I7.Viarel1a.neoua Depart-
mente : 

Voted 4.78,000 
Ntm-fIOI«l 26.908 

68. Currency: 
Voted 12,M,000 
N tm-fIOII!tJ, 1,33,35() 

19. Jlint: 
voW 23.99,000 , 
N~ 1,11,289 

eo. omJ Worb: 
voted 71.7.,000 
NOIHKJI«l 22,43,887 

81. Central Road Fund : 
• 

Voted 1,6] .00,000 
8t. Superannuation Allow-

&noel and PeD8iona : 
Voted 1,10,13,000 
N cm-fXIlt.tl 1,11,8&.100 

. . 
-

JO.M.J88 
BI,J'I' 

7,03,1S88 
'11,414 

29,278 
80.088 

8,018 

1.4:0.891 
1,89.424 

1.18.074: 

4:,18,009 
25,62& 

12,4.2,320 
1.711 

24:,09,537 
1,!!,s&1 

• 
88,33.186 
22.1',626 

1.61,00,000 

1,01,88,306 
1,71,97,868 

Le.tban 
granted. 

Ra. 

1,000 

31,61'7 
9U 

u,4O! 

12,722 
7,941 

3,982 

1.109 
698 

1.926 

19.991 
US 

!1,880 

3.40.814 
21,341 

4,24:,894 

More thaD 
granted. 

•• 

.... 
•• 

e· • 

U6 

15,M1 

10,137 
UI 

1,1.,'168 

r 



• 
~ . " .. 'n . ~ 

Number and Dame of Grant 
• or Appropriation. 

PARTI.~. 

A.-BnDDIT11U CluBaBD 
TO &.v.lroB--OOftId. 

83. Stationery and Printing : 
Voted. • 
N OJI.-fKIWl 

• ". MjeoeJ1an90us: 
Voted 
N OJI.-fKIWl 

U. Gnnt.-in-aid to Provincial 
Government. : 

Voted 
N OJI.-fJOIetl 

. •• MillOe"aneous Adjust-
mente between the <Am-
tral and Provincial Gov-
ernments:-

Voted 
87. Expenditure on Retrench-

ed personnel charged to 
Revenue : 

Voted 
67 -A. Transfer to Revenue 

Reserve Fund: 
68. Delhi: 

Voted 
Non-voted 

69. Ajmer-Merwara: 
Voted 
Non-tJOW/, 

70. Panth Piploda : 
Voted 

71. Andaman and Nicobar 
lalands : 

Voted 
Non-txMtl 

&off, HOVIIdoZd, GAd AlIotD-
GACU 0/ eM GowrI&or 
Geweral : 

Non-voted 
8ecrttGriat 0/ tAe GotJt,mor 

thMral : 
Non-voted 

Primipcal Supply OJfiur8 Com-
'.~: 

, ' Non-voted, 
' .. 

l«lertJl Public Service Commw-
.ton: 

N o,.,.fJOletl' 
• 

, 

Expenditure &8 oom~ 
• with Grant. 

Final Grant or Appropriation. 
~. • A . ,or -.&F.&&diture. ~ ___ ~_.....JI....-___ _ 

Appropriation. 
Leas than. "M:~,~j,a;;/":~ 

• granted. granted. 

Re. Re. Re. Ba. 

03,74,,000 53,33,622 ' 40,3'78 
64,404 62,133 2,271 

15,90,000 11,15,636 4,74,464 .. 
2,61.669 2,63,957 2,2!11 

1,18,000 1,18,200 !OO 
3,03,1)0,000 31)3,00,000 

... 

1,62,000 1,54,,928 7,072 ... ~ 

5,000 5,000 .. 
91,30,000 7,77,16,233 6,85,86,233 

4:8,73,000 4:8,66,064, 6,936 
2,92,536 2,85,012 7,524 ... 

49,85,000 4:8,75,392 1,09,608 
2,85,994 2,84,604 1,390 

13,000 11,510 1,490 

35,60,000 35,89,101 29~101 

1,65,550 1,69,518 ... 3JJ(J8 

• 
18,14,1'13 18,07,918 6,266 

'. '::." 

! . - . -.' 

4.22,403 4,16,653 5,750 
~ . " !:. .. -... 

! ..... ," : ~ , 

'18,360 78,129 231 ., '". " 

L: : ; 
5,05,363 S;03,925 1,468 ", 

• 



.,.... .. oompued 
with Grant 

.... 0.. or A........-.. ,ftPi&f:iftn. or v.~~~ ~~ _____ ~ __ r~.~~r __ - __ ---____ _ 
N1IIIlber aad DaIDe of Grant 

- ~priatiaIa. .. Appopriatioa. ~ .. --. .' 

PABTL~ 

A. JBpDD~ CluJlGJII) 
m )b,UU. ......,w. 

'.46,81& '.41,066 &,808 ... _IIi_: .,41,9tJJ JO.u,,&U 27.679 
'. 

~_u 10 Of'Oln &prue.IG-
Rw 1,",10,11& 1.41,06.188 l.l6M8 

",.. A,...: IJIIJJI,814 J,8IM"" 1,44.416 

• ...., AJI_.: • • 70,32,0&1 19,M,IU ,,/I,f'll 
.llaI.Mi ... : • • • «1,96,61& 6O,46,89! MJJlJI 

6,66,100 6,19.089 7,011 

9.4&,814 8,&1,681 1,12,288 

TotAl-~ Cbarpd 
to -Revenue • • 38,96,28,'77 ",06,",708 77,93,_ 6,88,11,_ e- · . 1~7I.N,800 JI,J8,M.132 36.",888 uo. ... -ToW 

N ....... u,1'M,87'1 U.1'1 "u.1'16 41,1'1.691 1M..,' 
B .. E1PuD~ c...oo 

m CAftI'.&L. 

1S. Capft&l Outlay on Viup-
patam Bar ... : • 19,000 46,807 8,'" 

16. Delhi Capital Outlay : 18,06,000 17,7',006· 10,_ . 
,., .... 1ded Value at Pen-

IIioII8 : 
Voted • 1.000 -1'-'7,670 1~'Y70 . . 
N tnHIOUJtI. SMMO .4,&&,711J UIJ.8111 

,., -A. CapUa1 Ouday OIl 
80hemee of ApultanI 
Improvement &lid Be-
.arch : ......433 4083 

Tot&1-E~diture ChaIpd 
to "tal. ~,29,600 8,01,330 19,30,877 UO'7 

{VcMi • • 18,",000 3,71,610 U,79,997 e.eo7 
ToW 

.N~ 8,84,/J1JO 4,83,710 4.60,880 

• 
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", .,.--.;" 

Jhpench\ure .. oompaleCi 
~Grant 

• 

....... aad. name of Grant 
Qf Appropriation. 

FiDal Grant or Appropria~ . 
. or Expenditure •. ,___---..-"---_-.,.,.., ........ '" 

Appropriation. 

Re. 
PARTL~. 

C.-DIsBUBSJIIIDT OF LoAlQ 
AJrD ADVANO:U. 

78. Interest Free Advances: 
SO. Loans and Advances bear-

• ing iBterest: 
.AclmftCU to Crowta lUpr'Uft-

IGIifJe for Lo4u to bttlia,. 
Stolu cs1l4 N otabiliti&t : 

Total-Disburaemente of Loa.na 
and Advances 

{
Voted . 

Total 
N on-fKJI«l 

61,67.,000 

59,'16,000 

1.29.88,840 
l,21,~,OOO 

8,46,840 

60,27,696 

68,11,736 

",118,434 

1,25,07,765 
1~18.39,331 

6,68,434 

Tota.l.~vil • • .0.63,46,917 46,39,59,803 

• 
Total {VOted. 

Ncm-voted 

P AltT IL-P08TS AND 
TELEGRAPHS. 

A.-ExpJlNDft'UBII CBABollD 
"to RB'YBlIIVB. 

10. Indian POlIte and Te1e-
grapJaa Department: 

Voted 
Ntm-voted 

B.-BnUDITUBE CJuBoBD 
TOC.&PIT.u-. 

71. Or.t*al Outky on Indian 
POBtI and Te1egrapha 
De par t men t-(Not 
charged to Revenue): . 

71. Storee aJid Worbhop 
IilPenditure not charg-
8dto~: . 

74. Appropriation to the 
Telephone Development 
Fund (not charged to 
Revenue): . 

T~~diture Charged 
to Capital: . 

Total.-POBta and Telegraphs • 

Ntm-tKIWl 

16,18,81,600 22,51,05,4:73 

24,34,65,311 23,88,54,330 

• 

10,73,72,900 10,70,4:7,4:78 
90,35,100 90,82,830 

18,34:,000 

t,C)OO 

18,38,000 
11,82,4:4:,600 
10,92,08,900 

1f},M,'100 

13,81.231 

11,31,117 
11,72,61,826 
10,81,78,991) 

IOM.UO 
Total {VOted . 

;..e ___ _ 

• 

Re. 

1,39,404 

1,63,_ 

1,'/8,41J6 

4,81,075 
3,02,669 

1,18,406 

I,02,05,M6 
64:,28,564: 

"','f',N2 

3,25,422 

• 
2,61,71' 

1,000 . . 
7,0.,483 

10,29,905 
10.29,905 

M:oretlum 
granted. 

6,88,18,432 
6,86,52,437 

41,131 

",130 

41,111) 
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, '( 
~"OOJDpued 

with Grant 
01' Appropriation. 

Number aDd name'of'Grant 
or Appropriation.' 

lI'iDaI Grant 
or 

Appropriation. 
~ r~------~·------~~ 

PART m.-RAILWAYS. 
A.-E:xrDDITUBJ: CIuBGo 

\'ORKvun. 
1. Revenu&-Railway Board : 

Voted . N __ fItIIetl 

2. Revenu&-Audit: 

,Ra. 

9,07,846 
4,8&,S18 

Voted. 1,,90,000 1"70,113 
N-.fItIIetl 1,1'I111J(J 1,.16,184 

S. Be'ftIDue-~UII 
Expenditure : 

Voted. l6,'4899 11,94'116 
N-.fItMtl 16,SIJ,IJOO 16,(16,118 

6. BevenU&-Payment.a to 
India.n States and Com-
.,.me.: 

Voted 3,12.25.000 3,08,46,479 
6..&. ReTellU&-Working Ex-

peoees-Mainteuance of 
Structural Works : 

Voted. 7,74,50,000 7,89,71,6lS6 
N O7l-voted 23,41,000 23,26,4S5. 

6.B. Revenue-Working Ex. 
pensee--Maintenance 
and Supply of Locomo-
tive Power: 

Voted. 18,14,34,900 17,97,76.261 
N07l-tJOIed 10,381JOO 10,41,101 

6-C. Revenue-Working Ex-
pensee-Maintenance of 
Carriage and Wegon 
Stock: 

Voted. 6,13,00,000 
N on-17OIetl 4,131JOO 

6-D. Revenue-Wor!ring Ex-
p8D888-llaintenance of 
Ferry Steamen and 
Harboun : • 

Voted. 28,32,000 
N07l-tJOIed '18.000 

6-E. Revenue-Working Ex-
~EX}len8e8 of 
Traffic Department: 

VotecJ •. 9,91,98,000 
N on,.voted 12,79,000 

6-F. Revenue-Working Ex-
pense&-Expenaes of 
General Department. : 

Voted • 
Non-fJOted 

3,87,83,000 
23,66,tIOO 

5,79,72,620 
4,#f9,161 

28,88.691 
11,830 

9,91,50,930 
13,07,928 

3,87,39,668 
ta,'17,642 

31,811 

19,88'7 
816 

6,78,621 

16,68,639 

33,27,480 

110 

47,070 

43,332 

Be. 

116 
f 

•• 

... 

16,21,65& 

8,701 

18,891 .. 



• 

Humber and DAme of Grant 
or Appropriation. 

• 
PART nI.-RAILWAYS-

conId. 

A.-BnmmITl1JUl: OJUBOBD 
TO RJlVDUB-eoftId. 

"'G. Revenue-Working Ex. 
~~IJUleOU8 

11 

Final Grant 
or Expenditure. 

Appropriation. 

Be. Re. 

Voted. 4,39,36.000 '.34.""1'9 
NMl-fJOUA 11.84.000 l1oBSoBl'1 

&'H. Revenue-Workina Ex. 
penaea of Electrical 
Department: 

Voted ,. 3.87.69,000 3,77.81,4-95 
N,..fIOI«J, 2,6'1,000 2,80.96'1 

'7. Revenue-Appropriation 
to Depreciation Reserve 
Fund : 12,58,54,,000 12.58,53,963 

• 8. Reftllue-Intereat Chargee: 
Voted . . 2.64,000 2.63,OM 
N,..fJOUd 28,89,53,000 29,08,24,557 

Total-Railway expenditure 
charged to Revenue 

{
Voted . 

Total 
Yon.-voted 

B.-EXP1I:lIDITUlLB CHARGED 
TO CAPITAL. 

ll. Capital-New Construc-
tion: 

Voted . 
N(J1I.-~ 

12. Open Line Works : 
Voted 
Non.-tJOWl 

Total.-Railway expendit1U'e 
charged to Capital 

{
Voted . 

Total 
Non-voted 

Total.-Railways 

{
Voted . 

Total 
N on-tJottJ}, 

• 

• 
1,00,51,86,297 1,00,11,39,903 
70,50,19,297 69,90,91,391 

30.01,6'1,000 30,20,48,512 

79',60,000 
4'1,000 

10,48,70,000 
1,30,000' 

11,30,07,000 

11,28,30,000 

1,77,000 

69,90,239 
3'1,508 

10,29,58,142 
1,02,551' 

l1,OO,88,44() 

10,99,48,381 

1,40,059 

1,11,81,93,297 1,11,12,28,343 
81,78,49,297 SO,90,39,772 

30,03,44,000 30,21,88,571 

• 

• • Expenditure 88 comp&red 
with Grant 

or Appropriation. 

• Less than 
granted . 

',60,851 

A 

Moretban 
granted. 

Be. 

• 

loBl1 

9,87,~ 

37 

936 

75,72,438 
75,06,253 

66,185 

9,69,761 
9,492 

19,11,858 
27'«9 

29,18,560 

28.81,619 

.3(.941 

1,04,90,998 
1,03,87,8-72 

1,03,126 

13,961 

.. 

.. 
18,71,551 

35,26,044 
15,78,347 

19,4'1,697 

35,26,044 
15,78,347 

19,4'1.697 



. ( ExpeD.ditare .. oompa1ecl 
with Grant 

Namber and D&lDe of Grant 
or Appropriatioa. 

J'juJ ~t or Appropriation. 
or . V.~A~aL _---------~A--------~ ~~ .. r IV, Appropriation. . . . 

PART IV.-DEFQCE SER-
VICES. 

A.-ExPDDI'l'UB.B OIWIGD 
TO RKVlI:IWJ: •• 

58. DefelICe ~gJ/edi--

Nml-fJ0U4 · 
S'.-Dt/eIICe S~ 

NDJHJ!u.JIO&-
Nml-fJ0U4 

Total.-Dt/eIICe St:rTJicu (Noa-
fJOU4) . . · 

Be. 

40,81,64,000 

8,'19,'18,fJOO 

4IJ,IJ'I,J!,ooo 

GBAlm TOTAL · 2,13~8l),16,814 

r Voted · 1,()8,89,39,797 

TO'I'AL i 
l N ml-fIt1I«l • 1,fU,DS,'11,o11 

41,66,44.000 

8,69.99,000 

60,26,43,1)00 

2.}9,60,92,9'11 

1,14,23,24,240 
(II) 

1,05,21,68,181 
(6) 

• The fig1arw are grog. 

9,'l91J()O 

9,19,fJfJO . 

2,27,06,449 

1,88,46.Ml 

".69.J08 

lIore tb.ua 
gnnted. 

~,()(J() 

l3,fJO,()(J(J 

7,92,81._ 

'1,~,7" 

IH)MJ," 

(II) This amount is more than that given in atatement No.3 of Part A of the Finaace 
Accountll of the Central Government for 1939-40 by Re. 8,27,318 which is due to the fact that 
araditI to capital for the value of uaete 801d and aba.odcmed in the Poet. and Tele8raphl De~ 
meut bave not been taken into acoount in the Appropriation Account. of that I>ePartmeut .. 
the Demand W88 for the groas capital expenditure. 

(6) This amount i8 le88 than that given in statement No.3 of Part A of the ~ A .. 
counte of the Central Government for 1939-40 by Re. 278 which is due to J'O'I!Wing. 
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AI'PII:ImD:. DL • 
; ,f 

.. r8IMdiDI poaaible saviDgs in the uPkeep of GardeDi attahed to ancient 
monuments •. • 

.. At their meeting held on the 19th August, 1940, the Public Accounts 
Qommittee desired that they should be supplied with a report this year on the 
question of possible savings involved in one of the recommendation 0' Sir 
Leonard Woolley regarding the upkeep of the gardens attached to the 
ancident monuments. The question is dealt with below. . 

2. All the gardens referred to by Sir Leonard Woolley are in N orthe:rh 
India and as the finances of the Archmological Department are derived from 
Central Government, Sir Leonard considered it unfair that South India should 
cClIltribute quite a disproportionate amount to the amenities of the Northern 
cities. He accordingly proposed two alternatives, viz., 

• 

(1) that municipalities should make percentage contribution towards 
the upkeep of gardens within their own administrative areas, 
or 

(2) if it were impossible to persuade the municipalities to pay such 
subsides or to maintain them on terms which would leave to the 
department a measure of control incompatible with archmoIo-
gical responsibilities, the proceeds of entrance-fee to certain 
monuments under the control of Archmological Department 
which amounted to Rs. 75,000 a year should not be surrendered 
to Government but should be retained by the Archmological 
Department as a partial off-set to the garden expenses . 

• 
3. There are altogether 25 monuments under the control of the Archmolo-

gleal Department which have parks or gardens attached to them and the total 
annual expenditure on their maintenance amounts to Rs. 96,978 (including a 
rmn· of Rs. 10,974: paid to the United Provinces Government for supervision 
and maintenance of gardens in United Provinces). All gardens, except one, 
ke situated within the limits of municipalities or Notified area Committee. 
There h no admission free to any of the gardens as such but the gardens in 
Lahore and Delhi Forts are situated within the archmological areas and a f~ 
of annas two per head is charged. for admission to these areas. Sir Leonard's 
mat proposal has not yet been put to the municipal committees concerned, as 
the Department is not disposed to accept it. The Department is equally 
opposed to a possible alternative, namely, the levy of a charge for admission 
to all Archmological gardens. It is not ·feasible to adopt Sir Leonard's second 
suggestion, to retain receipts from admission fee to certain monuments and meet 
expenditure on the maintenance of gardens therefrom, as it is contrary to 
financial rules. Moreover, no actual savings will accrue to the Central Govern-
ment by adopting the suggestion. . . 
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. APPDDIX IV. 
( 

Memorandum regardiDg the revision in the form of the compilaticm .of tile 
Detailed Estimats and Demands for Grants. 

At their meeting on the 20th August 1940, the Public Accounts Committee 
agreed that a revision of the Detailed Estimates and Demands for Grants 
shoUld be carried out by the Finance Department in consultation with tlie 
Auditor General and the results examined after one year. The details were 
worked out in consultation with the Auditor General and a skeleton of a demand 
was circulated to the members on the 27th November 1940. The Demands 
for Grants presented to the Legislature in February 1941 followed the arrange-
ments of this skeleton. The volume of the Demands for Grants for 1941-42 
contains about 464 pages 88 compared with about 850 pages of the preVious 
compilation. 

2. The Demands now contain broadly . 
(i) Part I showing the estimated amount of the voted demand and the 

non-voted appropriation for the ensuing financial year. 
(ii) Part II showing the distribution by sub-heads of the amounts shown 

in Part I and also of the current year's budget and revised. 
estimates and the previous year's actuals. 

(iii) Part ill showing the distribution by circles of account for each 
sub-head. 

(it7) Annexure showing by important categories the details of thE-
provisions under" Pay of Officers " and" Pay of Establishments" 
in the current and ensuing years. 

(t7) In addition, important items of new expenditure are indicated by 
means of footnotes which also contain references to the proceed-
ings of the Standing Finance Committee in respect of schemes 
examined by that Committee. 

S. Parta I and II repeat the old arrangement except that the number of 
subheads in Part II has been reduced wherever feasible by adopting larger 
units of appropriations. 

Part III is mostly an elaboration of the previous Part II-A which gave 
distribution only in lump and not for each sub-head. 

The annexure and the footnotes contain, between them, in condensed 
form, all the important information which used to be found scattered in a mass 
of details in Part III of the old compilation. 

4. While resulting in a substantial saving in paper and printing, the present 
compilation contains in essentials all that was important in the previous com-
pilation. It h~s not sacrified any information which is really useful to the 
Legislature and so far as the Government of India are aware, the members 
of the Legislature have not felt any inconvenience by these revised arrange.-. 
ments. 

5. The Government of India have carefully re-examined this matter in 
the light of experience in consultaion with the Auditor General. They have 
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:DOW come to the conclusion that Part III of the present compilation is unneces~ 
.sary and does not justify the labour and cost of compiling.~. As explained 
in the Memorandum considered by th~ Public Accounts Committee on the 
20th August 1940, this part is useful mostly for appropriAtion audit purposes 
and, to a slight extent, for administrative control purposes. It is, however, 

. .of no practical utility or value from the point of view of. the Legislature and 
in view of the imperative need for economy of time, of labour and of paper, 
it is considered Unnecessary to include it in the Demands for Grants. This 
part has this year taken more than 150 pages and in many cases taken up 
much unnecessary space. 

6. Subject to the omission of Part III the Government of India propose 
to continue for the time being the present scheme which has proved satisfactory 

.from all points of view. The Auditor General is fully in agreement with 
this proposal and the Government of India hope that the Publicf Accouilt. 
Committee will also concur in it. 
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APPBlIDIX v. 

In paragraph 5 of their Report on the Appropriation Accounts of 1938-39, 
the Public Accounts Committee desired that the question of modifying the 
High Commissioner's estimates for leave and' deputation aalaries on. the basis 
of the knowledge about leave programmes available in India should be pursued 
and that a further report should be 'submitted to them. 

2. Owing to the great delay in communications caused by war conditions 
full details of the High Commissioner's estimates reached India very late this 
year and in some cases actually after the preparation of the budget. Broad 
summaries under each head were however obtained by telegram and circu-
~ted to 1?epartments. The time available for detailed examination was very 
short but the estimates were checked as far 88 pOBBible and corrected where 
necessary in the light of the information available. The practice .of modifying 
the High Commissioner's estimates in consultation with the authorities in 
India will be continued in future though it will not be possible to ascertain 
the extent of the improvement in estimating capable of being brought about 
by this procedure till normal conditions return. 
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APPENDIX VI. • 
"ote neardiDg formation for BeIerve Fund from profits 110m-the eirealatioD of 

small coin. • 
In paragraph 45 of the Proceedings on the Appropriation Accounts of 

1938-39, the Public Accounts Committee desired to be informed of the result of 
the examination of the proposal for the formation of a Reserve Fund from the 
profits from the circulation of sma}] coin to meet 10BBe8 on return of small 
coin in periods of trade depression. 

As explained in pa.ra.gra.ph 26 of the Budget speech for 1941-42, it has 
been decided that with effect from the current year, only a sum of Rs. 45 1a.k:ha 

• from the profits from the circulation of small coin will be taken to Revenue 
and that any balance over this figure will be credited to a Suspense Account 
which will be available to even out the receipts over a series of years. This 
figure of 45 la1ms represents the average profits from Bronze and Nickel 
coinage during 1933-34 to 1937-38 which were taken as normal years. The 
new procedure will tend to keep the revenue receipts from this source stable 
from year to year and will mitigate instead of aggravating the difficulties 
experienced in years of depression on this account . 

• 

lill93FinD. 
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APPBIDIX VB. 
Bent 01 telephone trunk wires lor 

branch AdjuatlDt!l1t. 

For purposes of the pro furma Profit and Loss Accounts of the various 
~c~es of the Post and Telegraph Department, all trunk telephone lines 
ale considered to be the property of the Telegraph Branch which is debited 
with the entire cost of constructing and maintaining them. For the use of 
those lines the Telephone Branch pays rental to the Telepraph Branch. This 
rate is Ra. 32 per mile of copper wire and Rs. 20 of iron wire when a line is in 
IIOle use of the Telephone Branch. Such 801e use of a line by the Telephone 

. Branch is, however, rare and in most cases one or more telegraph circuits are 
auper-imposed on the trunk telephone circuit so that the line is in joint use 
of both the Telegraph and Telephone Branches. In case of joint use, the 
principle of apportionment is that each Branch should share the rental in 
propOrtion to the number of circuits obtained by each. Thus, when one 
telegraph circuit is super-imposed on a trunk telephone circuit. the telephone-
branch is debited with haH the prescribed rental. 

2. This method of apportionment has been in force since 1926 but it is 
not fair to the Telegraph Branch. Normally, a telegraph circuit requires 
only one wire whereas a telephone circuit requires two wires. Under the pre-
sent arrangement when a telegraph circuit is super-imposed on a telephone 
circuit the telegraph bears the entire cost of one wire, which is all it requires, 
although it has not the exclusive use of one wire. 

3. It is, therefore, considered that a more cOn'ect method of apportion-
ment in case of super-imposed circuits would be to apportion the rent according 
to the number of wires which would be required by each Branch if there had 
been no super-imposition. Thus, where one telegraph circuit is super-imposed 
on a telephone circuit, the telegraph branch should bear 1/3rd of the rental ~ 
where two telegraph circuits are 80 super-imposed, the rental would be shared. 
equally and so on. In other countries different methods are followed for this 
apportionment but it may be of interest to state that the one now proposed 
for the Indian Posts and Telegraphs Department is already in vogue in SoUtl1 
Africa and is the simplest. It is accordingly pr~posed to adopt the new method 
with effect from the accounts of 1940-41 the result of which will be that the 
Telegraph Branch will receive about 4 lakhs more from the Telephone Branch 
in respect of that year. 

f 
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• 
APPEIDIX vm. • 

_rm"IDdum regarding the Oomputation 01 ~alue 01 atampaued for TeIeIruh 
purposes. • 

; Prior to 1st April 1935, the value of postage stamps affixed on inland-
telegrams was calculated every year in the Telegraph Check Office, based on 
the computation by actual count of the value of telegrams issued for a period 
of two weeks in every half year. In pursuance of the discussions in the Legis-
lative Assembly, the Public Accounts Committee was informed in August 1935 
that, as an experimental measure the telegraph offices had been asked to keep 
an account with effect from 1st April 1935, of the value of postage stamps 
affixed on inland telegrams so that the telegraph share of stamp revenue might 
1>8 computed directly. Telegraph offices were required to shQw the value of 
postage stamps used on inland telegrams as an additional item in the monthly 
statement of statistics submitted to the Accounts Officer, Telegraph Check 
Office, Calcutta. The Public Accounts Committee was also informed at the 
Bame time that the question of modifying (or dispensing with) half-yearly 
enumeration and compilation in the Telegraph Check Office would beconsi-
dered after some experience was gained of the new arrangement. 

2. The half-yearly count taken by the Telegraph Check Office was con-
tinued side by side in order (1) to serve as a test on the accuracy of the value 
detarmined on the direct method, and (2) to collect other satistics such as number 

• of " State", " Raj ", " Private" telegrams, etc. The results obtained under 
the two methods for the years 1935-36, 1937-38 and 1938-39 compare as 
fonows :- • 

In 1935-36.-The value of postage stamps on the basis of direct count 
was less by 0·022 per cent. 

In 1937 -38.-The value on the basis of direct count was greater by 
1 . 68 per cent. 

In 1938-39.-The value on the basis of direct count was greater by 0-26 
per cent. 

It is clear that the old method was sufficiently accurate but it was dis-
continued after 1933-39 with a saving of R3. 5,00:) . . 

3. The new method of computation has thrown a considerable amount 
of extra work particularly in the large offices, in compiling the monthly figur~, 
because the compilation has to be done for each and every telegram. By 
discontinuing it staff will be set free who can be utilised for theeting demands 
of telegraph traffic which has increased considerably after the war. It is pro-
posed, in consultation with the Auditor-General, to revert with effect from 
the 1st October 1941 to the old method, which, it is considered, in present 
circumstances is the more economical of the two. . . 
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APPDDIX IX. 

.morandum reg&rd\ng the bing of percentages of variations between .: for 
appropria~on and actual ezpenditure below which explanations D8IIl 
not· ordinarily lie famished in the Appropriation AOOO11Dts of the PoatI aDd 
. Telegraphs Department. . 

At the meeting held on the 2nd August 1937, the Public Accounts CO,m-
mittee approved for a period of 2 years (vide paragraph 95 of the proceedings) 
of the limits below which explanations need not ordinarily be furnished in the 
Appropriation Accounts of the Posts and Telegraphs Department in respect 
of variations between the grant or appropriation and the actual expenditure. 
The question was again considered in connection with the simplification f)f 
the Demands for Grants of the Department introduced from 1938-39, and it 
was agreed by the Committee at the meeting on 18th August, 1939, that the 
existing limits might be continued for another 2 years as it was obviously pre-
·ferable to watch the effect of the simplification on the same basis as before. 

2. The grants and Bub-heads in the Posts and Teleb'1'aphs Department are, 
as a rule, individually much larger than they are in Civil Departments and the 
number of subordinate controlling units under the D. G., P. & T. is also very 
large. Being a commercial Department, the Posta and Telegraphs Department 
has to adjust its expenditure more closely to the necessities of traffic from time 
to time and for this reason there are variations which do Dot occur in nOD-
commercial Departments. Consequently the existing limits applicable to the 
Posts and Telegraphs Department are in some respect wider than those a.ppli-
cable to other Civil Departments. The main differences are that no explaria-

. tions are necessary for variations of less than Rs. 1,000 instead of Ra. 100 and 
for savings of Re. 10,000 or more explanations are necessary only when these 
exceed 6 per cent. of the final grant instead of 3 per cent. An examination 
of the Appropriation Accounts for the last few years has shown that if the civil 
limits had been applied, no difference would have been made to the picture of 
budgeting and control. For these reasons, it is considered that the limits 
previously approved for a limited period may stand with the proviso that 
in any individual case the Accountant General will have full discretion to make 
any comments he considers necessary irrespective of the limits. The approval 
of the Committee is requested to this proposal which is supported by the 
Auditor General. 

• 
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APPElDIXX. • • 

• II. nprdiDg Powers of Reappropriation. 
• 

The powers of the Governor General in Council are eIercised by the Finance 
Department and as such Finance Department have full powers of re-appropria-

.tions except, of course, that no re-appropriations are legally permissible between 
different grants and between non-voted and voted portions of a grant .. Nor 
can Finance Department provide funds by re-appropriation for a new service 
without at least a token grant being voted by the Legislature. 

2. The other Departments of the Government of India exercised full 
powers of re-appropriation.", subject to the following restrictions :-

• 
Finance Department's concurrence is required for re-appropriatioD8-

(a) from ' Pay of Officers' to other sub-heads, 
(b) between Indian and English portions of ~ grant, 
(0) between R~venue and Capital portions of a grant, 
(d) from and to the sub-heads for secret service expenditure, 
(e) to meet expenditure, other than contingent expenditure, involving 

further outlay in a future financial year, 
(f) of unanticipated credits (.:.e., recoveries not anticipate in Budget), 

and 
(g) of provision allowed for specified new items for other purposes. 

3. Authorities subordinate to the Departments of the Government of 
India have generally been <relegated the same powers as the Departments, thein-
mes exercise, except that, in respect of civil works expenditure they cannot 
88Jlction re-appropriations from or to the units" Major Works" , ;, Minor 
Works", and "Repairs" and in the case of Irrigation works, from the UDit 
~'Works " to the unit ;; .Maintenance and Repairs". 

4. The main rules regulating the powers of the Departments of the Govern-
ment of India are contained in the Book of Financial Powers. These have been 
supplemented from time to time by ad hoc instructions. 

The powers of the subordinate authorities have mostly been prescribed in 
orders i88Ued by the Departments with Finan~e Department's concurrence. 

All these rules and orders are now being collected in the proposed revised 
iaaue of the Book of Financial Powers which is under p1;eparaQon here. 
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APPBIDIXXL 

Imn~ cd aPlll'OYbn. tlnanaial r8Julh 01 Intlian State-owned railWQI om 
l.MO-4L 

The latest approximate figures of revenue and expenditure of State-owned 
railways for 1940-41 show the following results :-

Gross traffic receipts amounted to 111'94: crores or 14°29 orores more tho 
in the previous year. 

Ordinary working expenses (excluding depreciation) amounted to 53·01 
crores or 75lakhs more than in the previous year. The amount set apart for 
depreciation was 12·64 crores, or 5 lakhs more than in the previous year. 

Net traffic receipts amounted to 46·29 crores, or 13·49 crores more than ,. 
in 1939-40. 

Miscellaneous transactions resulted in a net receipt of 85 lakhs, or 21 lakha 
more than in the previous year. 

The net revenue before meeting interest charges was 4:7 ·14 crores, or 13·70 
crores more than in 1939-40. 

The total interest charges amounted to 28·63 crores, or 43 lakhs less than 
in 1939-40. 

There was a surplus of 18·46 crores against 4·33 crares in 1939-40. Out 
of this 12·19 crores will be paid to general revenues and 6· 27 crores to the re- . 
aerve fund. 

The appropriation to the depreciation reserve fund amounted to 12·66 
crores, and the amount withdrawn from that fund was 7-19 crores which oinT, 
cludfd the cost of abandoned assets and a portion of the cost of dismantled 
Jines written off the Capital account during the year. The net accretion to ~8 
fund during the year amounted to 5·45 crores. 

The balance at credit of this fund now stands at 36·20 crores. This 
does not. take into account 30· 29 crores withdrawn from the fund to meet losses 
during deficit years. In addition to this, 31·21 lakhs have been invested froUl 
this fund in the purchase of branch line shares and stock, and 9 lakhs have 
been advanced to branch line companies as lomlS. . 

The amount appropriated to the reserve fund during the year was 6·27 
orores. The fund also received a credit of 6· 11 lakhs from the sale proceeda 
of Hardwar-Debra Railway shares; this amount included a profit of 1·26 
lakhs. A sum of 90 lakhs was debited against the fund during the year. 
This represented the difference between the original cost of certain lines dis-
mantled for shipment overseas and the amount debited to the depreciation 
reserve fund on their account. The amount at credit of the fund at the close 
of the year W3..'J 5.·86 crores. This includes investments (face value) in rail:way 
aha.res, etc., to the tune of 43lakhs, and also a sum of 2·51 crores representing 
one-fifth of the surplus in 1940-41 in respect of commercial lines. Thia 
amount is ordinarily payable to general revenues in 1942-43, but, for the 
Je8SOns stated in para. 27 of the Budget Speech of the Hon·ble the Railwa, 
Kember, will be paid in 1941-42. . 
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The total capital expendit~re during the year amo~ted to about 2·31 . 
~'lOres. The stores balances have incr~d by 1· 21 Clines,' i.e., from '11· 24 
~~r88 at the end of 1939-40 to 12·45 crores at the end of 1~41. 

At the end of 1939-40 the liabilities of the railway~ amounted to 66 crores, 
of which 30·29 crores represented loans from the depreciation fund and 35·71 

. crores unpaid contribuitons to general revenues from 1931-32 to 1939-40. 

• 

Although under the moratorium railway revenues are not yet liable to repay 
these loans or unpaid contributions, except the unpaid contribution of 30 
lakhs for 1939-40, a payment of 3·75 crores will be made to general revenues 
against these arrears. The unpaid contribution of 30 lakhs for 1939-40 will 
also be paid. Thus, the total liabilities of the railway now amount to 61· 95 
crores . 

The ratio of ordinary working expenses to gross traffic receipts was 47.4% 

against 53·50/0 in the previous year. 
The ratio of the total working expen.qes (including contribution to th. 

depreciation fund) was 5~·6Yo against 65·40/0 in the previous year. 
The ratio of net revenue to the capital-at-charge w~ 6.19% '" 

4: • 41 % in the previous year. 
" The following statement compares the results of working for the year 
1940-41 with the revised estimates for the year and the actuals for the previou8 
vt'.ar :-

(In crores). 
1940-41. 

1939-40 I " " \ . . • Actuals . Reviaed Lai;eet at: 
prolUIla.tB est;jmatM. 
actuaII. 

1. Gl'OII8 traffic receipte 97·65 109·26 Ill". 

2. Ordinary operating expenses 52·26 M'07 61 ... 

3. Depreciation 12·59 12·M 12·M 
4. Net traffic :reoeipte 32·80 42'M .... 
5. Net miaoelIaneoua receipts O'M 0·79 0,. 

6. Interest • • _ - - - - 29·11 28·74 11-. - - - - '·33 14·69 18 .. 7. SurpJus - -
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APPDDIX m. 
~ on 'the Daetbod of preparation of the statement of 1IJUJaIlCtioDeI 

fIQ8WtitaIe (ADMn18 ' A ' to the Appropriation Aocounts of BailwQB"iD 
1Ddia). 
The Public Accounts Committee in para. 14 of their report on the Ap-

propriation Accounts of Railways in India for 1938-39 desired that the question 
of exhihiting in the Appropriation Accounts items of expenditure, incurred 
without the sanction of competent authority, and held under objection during 
the yPar, should be examined and a report on th~ conclusions reached sdbmitted 
io them this year. 

In this connection the Committee raised two points, viz :-
(a) Examination of the necessity for the amendment of the rules re- • 

garding the preparation of formal estimates in certain cases. 
(b) Improvement in the method of exhibition of the particulars of un-

sanctioned expenditure in the Appropriation Accounts. 
In regard to (a), the cases to which the Committee devoted particular 

attention were scattered renewals of permanent-way-a matter which W8l!l 
reported to be then under correspondence, and wagons which had been put out 
to tender. The former has been settled satisfactorily by the amendment of the 
Code. As regards the latter, the Railway Board have come to the conclusion 
that estimates should continue to be prepared 80 that the sanctioning authori-
ties may be aware of the allocation of expenditure between Capital, Deprecia-
tion Fund and Revenue, and the Accounts and Audit authorities may have 
an opportunity of checking it. In regard to the rules generally, the Railway. 
Board consider that no radical change in called for. 

As regtrds (b), the following conculsions have been arrived at in consulta-
tion with the Director of Railway Audit and have been agreed to by the Auditor 
General, mz. -

(i) The limit of &s. 10,000 observed hitherto in regard to the exhibition 
of the data of unsanctioned expenditure in Annexures ' A " , A( i) , and ' A( ii) , 
to the Appropriation Accounts of Railwaya in India should be J:aised to 
Ra. 25,000. 

(ii) Annexure ' A ' should be presented in the same form as at present 
except in regard to the re-arrangement of the figures necessitat-
ed by (i) above . 

• (iii) The material at present furnished in Annexure' A(i) , and 'A(it)' 
(to which the Committee's criticism was mainly directed), should 
be received as usual from local offices, but a selection should be 
made by the Controller of Railway Accounts and the Director 
of B4ilway Audit, of the important items that deserve to be 
exhibited in these annexures. As Annexures 'A (i)' and' A("1' 
should show only important items, the totals of the figural 
therein will not agree with those in Annexure 'A', 88 at present. 
The headings of the Annexures should, therefore, be 8uitably 
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modified. In making the selection; the foIrowing priIWipiel 
will be borne in mind :- • 

(a) Works or schemes, relating to the year under l'eview~ which have 
been sanctioned by the Railway Board o~ the Standing Finance 
Committee will be excluded. 

(b) Expenditure on advance purchase of certain specified ma~rials, 
such as wheels and axles, under-frames, etc., relating to the 
year under review, will also be excluded provided that it haa 
been included in the sanctioned programme of the year. 

(c) The intention is generally to exclude from the Annexure items 
of expenduiture relating to the year concerned and which do 
not indicate irregularities of a serious nature or risk of nugaimy 
expenditure. 

It, has not been found practicable to give full effect to these conclusioDl 
is the Annexures relating to the year 1939-40. 
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APPBlDJX XIIL 

Ibport on BaihrQ omDen' SaJoou ancll'8lll'ftd iDspepDon oarriaIeL ' . 
• In para. 3 of the Prooeedings of their meeting held on the 14th August 

1940, the P. A. C. desired to be furnished with a further report showing the pro- . 
gress made in the programme of redtlctions anticipated in the number of reserT-
ed carriages, According to the information now available, the present position 
is as indicated below :-

Baihraya. 

No of 
carriagea 

to be 
reduced as 

agreed 
in 1940. 

Previously reported position. Present position. 

• 

A.B. 41l.G. Theee carriagea have rached their No ohange. 
normal life and are expected to be 

B.B.&C.I. 3 B.G. 

!IG. 

.-:N. •• 5 B.G. 

E.B. .. 4 H.G. 

B.I. 8 B.G. 

condemned without repJaoement 
by 1941-42. 

Will be condemned shortly without 
replacement. 

One bogie carriage haa already been 
condemned and will not be replac. 
ed. One 4-wheeled carriage will 
be 8C1'apped without replacement 
when it reaches the end of its 1ife 
in June 1945 . 

One has already beeD withdrawn 
and condemned. Three will be 
condemned in March 1941 and one 
in 1941-42. None of these will be 
replaced. 

Have already been condemned with-
out replacement. 

One b:>gie carriage will be condemn-
ed withont replacement in Novem-
ber 1940. One 4-wheeled carriage 
haa already been condemned. 
One will be condemned after ! yean 
and three after 5 yean. The con-
demnation of two more will be pon-
&idered in 1M!. 

Q.LP . . 24 B.G. 8 have been 80rapped without re-

JUS.II. 

placement. The disposal of the 
remainder is being further eu· 

• amined. 

. . 
I B.G... ODe B.G. muole iI beiDa offered lor 

-.Ie to &DOther railway. The 
other two will be condemned in 
September. October. 194 

• 

No ohanp. 

Two oarriage8 have moe bee. 
condemned. One will be COD-

• demned during the ourrent yeai 
and one in June 1N2. 

Noremarka. 

The anticipated condeJllDaUoD of 
a bogie carriage baa ainee heeD 
confirmed. 

Sanotion has beeD given to the 
converaion of 14 out of the 18 
IUl'plus carriages into Pay 
Clerks' and Bridge IDapeotor 
Vana on renewal aooount char-
ing 1940-41. 1941-42 and IN!-
43. The other two vebiolM 
are being retained until .,. 
can either be converted or 
transferred to another rail-
way. 

'!'be proposed .. Ie of the B.o. 
carriage not having material-
Wed, it will be converted into • 
an lnapeotor'. van on reaewal 
accoaDt d1lliDtJ the 0 ..... ' 

fear· 
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• 
No of 

oarriagee 
Baihraya. to be Present position. 

reduoed &8 • 
agreed. • 

in UNO. 

5 M.G. All these five vehicles are to be con- Of the 5 M.G. oarriages, 3 pro-
demned without replacement, one posed to be condemned in De-
in December 1940, two in April camber 1940 and April 1961 
1941, one in June 1941 and one in have been retained in service. 
October 1941. Examination shows that they 

still have a further 3 years WIIit-
ful life. The one porposed fiG 
be condemned inJune 1941 
is expected to be acra.pped in 

• August 1941. 
N.W. 12 B.G. Eleven oarriages have already been The 12th oarriage has since beea 

withdrawn and stored till dispos- withdrawn from service and 
ed of. The 12th carriage will be stored. One carriage has, 
withdrawn in about December 1940. however, had to be utiliaed 
All the 12 will be disposed of with- in connection with urgent work 
out replacement. for the Defence Departllleld. 

8.1. 1 B.G ... Scrapping will be undertaken within No ohange. 
4-5 years. 
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APPBrlDIX XIV. 

BeJIQIi on auetioD sales on BailwaJB. . . 
At their meeting OIL the 14th August 1940, the Public Accounts Committee, 

in dealing with the auction sales on Railways, desired to be informed whether 
the question of modification of the agreements of the East Indian and Eastern 
Bengal Railways with their auctioneers so as to secure payment of the auctioned 
materials before removal had been satisfactorily settled. 

2. The East Indian Railway have since revised their agreements with their 
two auctioneers, Messrs. Mackenzie, Lyall & Co. and Messrs. M. X. de Noronha 
& Son. The terms of the revised agreements meet the point raised by the 
Public Accounts Committee. A prepayment system has been introduced by 
which the auctioneers will deposit the full value of the material before any deli-
very of the material is given. On the Eastern Bengal Railway also the auction-
neers have agreed to revise their agreement on the lines of the East Indian 
Railway agreement, and the draft revised agreement is under consideration. 
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• 
APPEIDIX XV. • 

cfop, 01 Government of India, Defence Department letter .0. 625M/II/I/Q.-&, 
dated the 26th April 1941. • 

- SUBJECT .-Procedure for War Emerge;n,cy Worb. 
In supersession of the ordera contained in the communications noted below 

relating to the above subject, the Governor General in Council has decided 
that the procedure to be followed in regard to works services connected with 
the present emergency shall be as shown in the attached memorandum :-

1. Defence Department No. 5253!/1IQ-3, dated 7th February 1~, 
as amended from time to time. 

2. Defence Department No. 54058/1/Q-3. dated 2nd May 1940, para-
graphs 2-B and 3-B, only. 

3. Defence Department No. 57745-II/1/E-l, dated 20th May 1940. 
4:. Army Headquarters No. 52534/3/Q-3, dated 10th June 1940. 
]), Army Headquarters ~o. 59289/lIE-5, dated 5th July 1940, para-

graphs 7-10 only. 
6. Army Headquart~r8 No. 52534/Q-3, dated 31st July 1940. 
7 .. Army Headquartet'S No. 52534:/II/Q-3, dated 30th January 1941. 
8. Army Headquarter~ No. 56530/Q-3, dated 5th March 1941. 

·2. The procedure will not apply to works services of the normal works 
programme of which there are now comparatively few, and for which the 
normal peace procedure will be followed. Where the instructions contained in 
the Memorandum are at variance with the Regulations for the Military Engineer 
Services, the instructions will apply. 

Boololare to Dafeuce D3p~t"tlDent letter Ro. 525H/II1I/Q.-S, dated the I8tb 
Aprill94l. 

- I1EIIOB.A1lDUII. 
The procedure for war e~ergency works is detailed below. 
2. Object.-The object. iR to ensure completion of work with the minimum 

of delay but with full regard to observance of the maximum obtainable 
economy in money and· stores compatible with that obje&. 

The need for such eCI momy and conservation of resources will be readily 
appreciated. 

3. &ages of Procetlure.-The stages of procedure in regard to a service 
are :- • • 

(i) Acceptance of necessity for a work. This necessitates a rough ~­
ing to ascertain the financial implications of the work. 

(ti) Preparation of accommodation statement. 
(iii) Preparation of approximate estimate . 

• 
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: (if,) Admjnlstrative approval t.q ~ approximate estimate. 
(tJ) Preparation of contract documents and/or other action to put work: 

in hand. " .' '. 
(tJi) Commencement ef work, but see paragraph 11 below. 
(tJii) Progress reports . 
. (tJiii) Completion report, including statement of expenditure alt CGmpar· 

ed with estimate. . . 

These stages are dealt with in further detail below. 
4. Acceptance of fteCessity.-Powers of the competent financial authority for 

~ptance of the necessity for works are delegated as follows :-

(A) 
General Officer Commanding-in-Chief, Command Commander Western 

(Independent) District 
(B) 

GeDeral Officer Commanding District Independent Area Commander .. 
'. (C) 

Other Brigade and Area Commandel'8 
(D) 

Station Commanders 

Authoriaed 8peoiaI 
Worb. Worke. 

Rs. R&. 

1.00,000 30,000 
.'. 10.000 5,000 . 

6,O(M) 1,000 

1,009, 600 

Proposals for acceptance of the necessity of works in excess of the limite 
at A above should be referred to Army Headquarters. ,. 

In cases of extreme urgency the General Officer Commandin8-in-Chief of a 
Coinmand, and the Commander Western (Independent) District may accept the 
necemrity for a work up to any amount, but in such cases a copy of their aooepir 
anee letter must be sent immediately with brief reasons to Army Headquar-
~. . 

Authorised works are those which are covered either by Barrack Synopsis 
(India) 1939 Ilr the pamphlet on hutted scales of accommodation. Special 
works are thCJ8e which are not specifically covered by Barrack' Synopsis (India) 
1939 or the pamphlet on hutted scales of accommodation. 

5. To enable the competent financial authority to know whether a particu-
lar work is within his powers or not, the authorities in A to D above ar,e autho-
rised to call for rough costs from their engineer advisers. These roUgh costs 
will be based on the best information available at the time. No freSh accept-
ance of necessity will be required unless the amount of the subsequent ad-
ministrative approval (see 17 below) exCeeds the original rough costsfby more 
than 20 per cent. . . , 

6, The competent financial authority when issuing his acceptAmce letter 
.. will normally include the following points:-

(i) Scope of 1Vdrk. 
e' : • (ii) Type of construction. 

(iii) The nature of details required in the approximate estimate. Ko 
approximate estnn.te will be required for l"O~} coatmg 
Ra. 20,000 or less. 

\ . , 
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(iv) Whether work should be commenced iii whole or in part prior to 
administra.tive approval of approximate estimaf,e. . 

7. The competent financial authority will send a copy of the accep1i-
4DPe letter to his financial adviser. The decision as to 'the scope of the work, 
type of construction, and the method of execution rests entirely with the compe-

. tent financial authority, subject to any special or general orders of the Quarter-
master General in India or the Government of India in the matter. . 

8. Reference paragraph 6 (i) above. Sufficient details, e.g., approximate 
establishments should be given to enable lower formations to proceed without 
further instructions. In particular, specific indication should be given of the 
&peCial. works which the competent financial authority decides to include. In 

.tlJ.e case of units with fixed establishments, these will be adhered to. In the 
case of units whose establishments are not fixed, or are under revision, the 
approximate establishments as issued by Army Headquarters will be taken as 
the basis for subsequent calculations. 

9. Reference paragraph 6 (ii) above. Generally speaking all works will be 
.~ temporary construction. In the cases of additions to existing permanent 
structures, arid of armouries and detention cells, it may be essential to build in!a 
more permanent manner. Competent financial authorities will use their 
judgment in these types of cases, and will detail which buildings shall be' fn 
~. permanent or semi-permanent construction, . and which shall be in tem-
porary construction. All other cm of permanent construction exceeding 

• RB. 1,000 in each case shall be referred to Army Headquarters. . . 

. 10. Reference paragraph 6 (iii) above. The competent financial authority, 
for works costing over Rs. 20,000 will indicate the degree of subdivision which 
he requires in the approximate estimate. It would normally comprise a 
schedule of items. 

11. Reference paragraph·6 (iv) above. If the work is so urgent that the 
delay in issuing administrative approval based on the approximate estimate, 
ClL~ot be accepted, the competent financial authority is empowered to order 
its commencement in whole or in part, prior to administrative approval. In 
doing so,.owever, the competent financial authority must endeavour to ensure 
that no accommodation is consuucted in excess of requirements. If necessary 
such orders can be restricted to a portion of the project in the first instance, 
provided that arrangements are foreseen and made to complete the remainder 
later. This emergency procedure does not dispense with the necessity for the 
issue of administrative approval based on subsequently prepAred approximate 
estimate at the earliest possible moment. 

12. Procedure on receipt of acceptance of necessity.-On receipt of the 
letter of acceptance from the competent financial authority the Q. staff of t4e 
formation concerned will compile with the least possible delay the necessary 
accommodation statement, which will show in detail the actual building con-
. atluction necessary for the particular accommodation required. The respon-
libility for the correctness of thi8 sta~ment rests with the Commander of the 
, .... tiub ooneerned. . 

• 

• 
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1.3. The scales of accommodation are laid down in Barrack Synopsis (India) 
1939, and the pamphlet on hutte::i Scales of Aooommodation. These scales are 
intende:l as a cl03e but not a m~tioulou3 guide, and petty variations from them 
in individual cases not of general application can be made at the discretion of 
the competent financial authority. 

14. A copy of the accommodation statem~nt will be sent to the Controller 
of Military A.ccountB for inforlD.lltion and one copy will be sent to the Military 
Kngineer Services authorities for preparation of, and attachment to, the ap-
proximate estimate. 

15. On receipt of the accommodation statement the Military Engineer 
Services authorities will prepare the approximate estimate in the manner indio 
cated by the competent financial authority. 

They have no authority to include in the approximate estimate any ae-
commodation other than that laid down in the accommodation statement 
-except where such is necessary' for the stafr employed on the project. They 
will, however, make the necessary additions for all eItemal services and will aIeo 
include a sufficient allowance for any additional &taft' which may be necessary, 
and finally 5 per cent. for contingencies. 

16. The approximate estimate when compiled will be submitted to the com-
petent financial authority. It need not be sent to the financial adviser of the 
formation as the competent financial authority m1l8t in any case take full 
responsibility for the correctness of the approximate estimate. The compete~ 
financial authority consults his financial adviser at this stag~ if he 80 wishe&, au;ad 
in the event of any doubtful points arising it is very de&irable that this should 
be done. 

17. Administrative approval to estit1l4tes.-Tbe powers of administrative 
approval to approximate estimates for works, the necessity for which has been 
accep~d by the competent financial authority, vide pa~ph 4 above, are 
shown in annexure A. 

• 
In the case of projects comprising both <authorised and special works the 

competent financial authorities' powerR for special works will be in respect of 
each individual special work item. 

The powers 'of competent financial authorities in regard to administrative 
approval of estimates will be in respect of each subhead of the project. Indivi-
dual subheads over 15 1akhs will require the administrative approval of the 
Government of India and should be sent to Army Headquarters for the pur-
pose. Sufficient detail should be given to indicate the scope of the project and 
the type of consttuCtion recommended. 

18. A copy of all admjnistrative approvals will be sent to the Controller 
of Military Accounts concerned, but will only be sent to Army Headquarters 
when the' acceptance for the nece88ity of the work has emanated from Anay 
Headquarters. • 
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19. E~ion of work.-In conjunction with ~he prepSJation of th.e ac-
commodation statement the formation headquarters will arrange for a siting 
board to determine the layout. In order that there should be ItO delay b~ause 
establishments are not firm the accommodation statemtmt may in the first 
instance only contain such items as are definitely firm, or such portion of the 
required accommodation as it is certain will not be in excess of authorized scales . 

. The siting board will, in such cases, allow space for any likely additions tha.t 
can be foreseen. . 

20. As soon as possible after the accommodation statement has been re-
ceive~ by the Military Engineer Services, a notice of tender will be issued 
covering the firm accommodation required. In determining what is firm ac-
commodation the instructions in paragraph 7 of Quartermaster General's 
Branch letter No. 59737 -Q.-3, dated 26th March 1941, should be followed. The 

.. notice of tender should specify that the Government of India do not 
guarantee to execute the work, and that the deviation on the contract may be 
as much as 50 per cent. During.the period that the contractors are preparing 
their tenders, the contract documents and the approximate estimate should be 
prepared so that the successful tenderer can be ordered to start work as soon _ 
as administrative approval has been accorded or earlier as the case may be. -

While the normal method of tendering is by competitive tender Chief 
Engineers are authorised to offer contracts by single tender up to 10 lakhs with 
the concurrence of the Controller of Military Accounts concerned, and the 
Engineer-in-Chief is authorised to offer contracts on a single tender up to any 

• amount with the concurrence of the financial adviser. These powers are in-
tended to be used in cases of specialist work and where the urgency of the work 
renders it desirable to avoid delay by going to competitive tender. The General 
Officer Commanding-in-Chief, a Command and the Commander Western (In-
dependent) District in the case of single tenders up to 10 lakhs, will be the final 
authority in the case of divergence of opinion between the engineer and finan-
cial authorities concerned. 

21. Contract doouments.-Scrutiny of Contract Documents when in stan-
dard form by the financial adviser prior to acceptance is not necessary, but the 
original document should be sent to him for custody. 

-Chief Engineers are empowered to al~r standard contract documents to 
suit war conditions, particularly·with reference to security deposits, percentage 
payments, speed of payments and similar matters, in consultation with their 
financial adviser. Where, however, the proposed alteration deviates consider-
ably from existing procedure Chief Engineers should send a ~opy of their pro-
posals to the Engineer-in-Chief, for information. 

22. Acceptance of oomracts, technical Sanction, etc.-The powers of techni-
cal sanction and acceptance of contracts are laid down in Military Engineer 
Services Regula.tions Table B. Chief Engineers are hereby authorised to in-
crease the powers of a.ny Officer subordinate to them to the extent they consider 
necessary within their own limits for technical sanction of design and accept-
ance of contracts. 
M193FinD 
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< 23. ~ from contracts.-Thereare two kinds of deviations :-
(a) Those due to administrative reaSons, such as change in establish-

ments, etc. , 
(b) Those due.to technical reasons. 

In (a) above the Commander of the' formation concerned will be respon-
sible for ordering any deviation oonsidered necessary, and the Military Engineer 
Services will in no circumstances order such deviations. 

In (b) above the Engineer authorities will order such deviations· as are 
neoessary·for technical reasons. These deviatioIl& will be governed byinstruc-
tions already issued by the Engineer-in-Chief. They will be covered by the 
5 per cent. contingeney allowed in every approximate estimate and where this 
is not .sufficient the extra cost will be met from the permissible excess. 

r·· 
M. Allot-mem.-No allotment of funds will be made for modernisation or 

war emergency works. To enable the financial authorities to prepare their 
e3timateg a con'3olidated statement will be se!lt monthly by Commands to Army 
Headquarters showing each new work ordered to be commenced giving the 

-authority and the approximate C03t and the funds required in each financial 
year. This statement will be submitted in the form in annexure B. Revised 
estimated requirements will also be communicated to Army Headquarters for 
modernisation and war emergency works by the 15th of August, October, 
December and February in each year. 

25. Ezcesae8.--Excegges up to 20 per cent. above the amount of adminis-
trative approval m~y be incurred without the necessity for a revised adminis-' 
trative approval. Excesseg will be determined on the total amount of the 
project as a whole and not on individual items. Savings will not be explained. 

As soon as it is evident that an excess over the amount of the administra-
tive approval is likely to exceed 20 per cent., the cost will be referred to the com-
petent financial authority authorised to give a revised administrative approval 

'with a brief report of the reasons for the excess. The competent financial 
authority will decide whether the revised administrative approval is necessary, 
or whether the excess shall be explained on the completion report. When 
a project is nearing completion the latter will be the normal procedure. 

26. Bxp~nt},itUTe return!.-To enable ~nn.y Headquarters to watch 
expenditure one copy of the monthly expenditure return prepared by Com-
manderS Royal En~neer will be submitted to the Engineer-in-Chief, Army 
Headquarte1'8, direet. 

In the remat1cs column of these returns the date of the completion of the 
work will be entered as each new work is completed. 

27. Oompletion report.-Wli'en the wor~ is finally completed. and the final 
bills have been paid, the completion report will be rendered -under existing 
regulations. • . 
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ANNEXURE .. " A ". • 
POWERS OF ADMINISTRATIVE AppBOV AL: 

• 

Authority. 

(A) A. G. O. C.-in-C., of a Command or Commander, Western 
(Inde~ndent) District (Q. M. G. in the case of services 
directly under A. H. Q.) except-

(i) Army Ordnance and Clothing Factories (other than 
works required from military necessity in connection 
with the Defence of an ordnance or clothing factory). 

(ii) Technical works of Arsenals and Depots and General 
Stores and Clothing Inspectorate, Cawnpore, under 
the control of the Director of Ordna,nce Services 

, (iii) R. A. F. 
(w) R. I. N. 

M. G. O. and A. O. C. in respect of services ul!der their 
control, except--

(i) Non-technical works for Arsenals, Depots, and Gene-
ral Stores and Clothing Inspectorate, Cawnpore, 
under the control of Director of'Ordnance Services 
which will be administered by the G. o. C.-in-C. 

(ii) Works connected with thEl defence of an ordnance 
or clothing factory, arising out of military necessity, 
which will be administered bv the G. O. C.-in.-Cbier, I 
Command. • J 

(B) G. O. C. District or Independent Area Commander 
(C) Other Brigade and Area Commanders .. 
lD) Station Commanders 

ANNEXURE "B". 

For 
authorised 

,works. 

15,00,000 

10,000 
5,000 
1,000 

STATEMEN\i OF WAR EMERGENCY WORK. 

Sanc!ioned during the mnnth of 1941. 

Estimated Expenditure. Classifi-
cation 

Scheme' (II) H. M. 
Serial Partioulars . Authority. to which G. mea-

No. of Subse- the sure 
work. 1941- 1942- quent Total. measure (b) Joint 

42 43 year. relates. measure 
(c) Indian 
measure. 

, 
• 

NOTBS :-

• 

For 
special ..arks. 

30,000 

5,000 
1,000 

500 

Head of 
Account. 

• 

I.This statement will be rendered in duplicate to A. H. Q. by the 15th of every month 
1ihrough the O. M. A. concerned. 

·2. Works the estiJpated cost ofwhi<-h is less tba.n.&. 5,000 in each case should be lumpecl 
together in one item. 

3. The class of the unit for which accommodation, etc.,'is being provtded, 8S also the schE"me 
to which the measure relates (e.g., 1940 Expansion, Local Defence, Air Raid Precau-
tions, etc., etc.) or A. H. Q. letter promulgating the measure abould inv~bJy be 
indicated. 

4. This statement does away with the necessity of sending to A. H. -Q. separate copies of 
administrative approval. for amounts 1eae than Ra. 1,00,000 • 

• 
• 
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Kate It)' the AwUtor8eneral OIl PR&I1'&Jh a 01 the Audit Beport, Defence Senices, 
. • 1811. 

Under the arrangement between India and His 1\Iajesty's Government 
for the allocation of Defence expenditure incurred by India which has been 
explained in the extracts from the Hon'ble Finance Member's Budget speech 
reproduced in par~aph 3 of the Appropriation Accounts, His Majesty's 
Government is responsible for all Defence Services expenditure (other than non-
effective charges) brought to account in India less the portion the liability 
for which has been undertaken by India. The accounting effect of the arrange-
ment is that the Defence Services accounts in India, other than the non-effective 
account and the account of items relating to Indian liability, are accounts ~ 
His Majesty's Government. The question of the agency by which and the 
extent to which this expenditure should be audited was carefully considered 
by the Government of India (and the Auditor General of Ind1s) in consultation 
with His Majesty's Government (and the Comptroller and Auditor General 
in the United Kingdom) and the following arrangement has been made. 

2. The expenditure on Defence Services brought to account in India, 
which is to be bome by United Kingdom, has to be accounted for to the House 
of Oommons by the India Office, and under the Exchequer and Audit Depart-
ment Acts the Comptroller and Auditor General in the United Kingdom has 
to examine this account on behalf of the House of Commons. F0r the sake of 
convenience, however, and under the discretion vested in him by the Acts" 
he has agreed -to admit these accounts without further detailed examination 
on the strength of the audit undertaken in Indi&.. In ordm' that first-han'd 
knowledge of the Indian accounting and audit procedure might be obtained 
two members of his staff visited India laRt cold weather and though no formal 
communication from Comptroller and Auditor General has been received it is 
believed they were generally satisfied with the Indian system. It is understood 
that this arrangement corresponds to that made in connection with the expendi-
ture in Canada, the audit of which is conducted for United Kingdom Ministries 
by the Auditor General of Canada. 

3. The quantum of audit on the whole remains much the same as before 
the war, though some small expansion in some cases and modifications in others 
have had to be made to adapt it to war time expenditure, especially to ensure 
that the allocation of charges between the two Governments is correct and in 
accordance with the agreement made by them. For the sake of completeness 
and also because it is not always possible to distinguish, in the initial stages, 
transactions relating to one Government from the other, the Audit Report 
. covers the results of the test audit of all Defence expenditure including the 
expenditure debitable to His Majesty's Government, though the latter will 
not be shown iJ?- the Approppation Accounts themselves, This arrangement 
.has also the approval of His Majesty's .Government and it is intended that a 
copy of the comments of the Public Accoun1:a Committee on the aceoun1:a and 
the Audit Report should be sent to that Government. The Military Accounts 
Committee have therefore before them a full picture of\he results of audit 
over the entire field of Defence Services expenditure. 
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APPElmIX XVIL • • 

Memorandum describing the methods of purchase and 8npcial control tbenon 
in wartime. 

In this memorandum a brief description is given of the methods of ,pur-
chase followed by the Department of Supply, the control exercised .by the 
Finance Department and the checks applied by the Auditor General. 

2. Before the war there were two purchasing organisations of the Ce,ntral 
Government, the Indian Stores Department under the Commerce Depart-
ment and the Contracts Directorate as part of the Defence Department Organi-
sation. On the eve of the war the Department of Supply was formed to deal 

'lilt with war supplies. Both the Purchasing Organisations were transferred to 
the control of the new department, though on different dates. Changes as 
dictated by experience were made from time to time in the organisation. The 
Indian Stores Department and the Contracts Directorate have now merged 
in one single purchasing organiiation of the Supply Department. It is 
divided into two parts, one dealing with munitions and engineering items 
at Calcutta and the other with general stores and motor vehicles at Delhi. 

• 

3. Before the war purchases were made as a rule by open tenders adver-
tised in the daily press and trade journals. The other methods that were 
employed in specific crrcumstaIices for special reasons were-

(1) Limited tenders when only the suppliers believed to be able to deliver 
the goods were invited to tender ; 

(2) Single tenders -when only one supplier was invited to tender. This 
method was and is used largely for proprietary articles and 
only rarely in other cases. 

No officers of the Finance Department were attached to the Purchasing 
Organisation. Competition was generally effective over most of the field and 
the open and limited tenders provided sufficient protection for the financial 
interests of Government. Contracts exceeding a specified financial limit were 
subject to the approval of Government. In the Contracts Directorate financial 
control conformed more closely to t,he general practice in the Defence Depart-
ment. All important deviatibns from standard conditions of contracts re-
q1lired the approval of Government. All cases requiring the approval of 
Government were decided in consultation with the Finance Department. 

4. Demands made on the industrial resources of IndiA 88 a result of the 
war rendered changes in the methods of purchase inevitable. Goods produced 
by India were required in much large quantities than before. New articles 
had to be produced necessitating the creation of new sources of production 
or t,he diversion of existing sources to new items of supply. Deliveries accord-
ing to schedule and the maintenance of adequate standards of quality were 
essential to the prosecution of the war. These requirements indicated the 
necessity of closer control not necessarily of a statutory character, on the 
prices paid for Government purchases and of more intimate contact with 
industry. • 

• • 
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As ~ natural corollary, the open ten.der·has been steadily giving place to 
limited and single "tenders and to settlement by negotiation with individual 
sapptilsls as· well· 88, ·lOth industrieaas a whole. Limited and single tendela 
are the most effective means of meeting urgent demands. Settlement by 
negotiation is the only means when new articles are required, or the demands 
are sO large 'as to absorb the entire or a.n overwhelming proportion of existing 
Mpacity.· .' ~ , , . 

5. In these circumstances it was realised very early during the war that 
new'methods of oontrol must be devised to fill the va.cuum·created over an ever 
widening area by the absence of effective competition. An organiRation has 
gradually been-evolved in which representatives of the Finance Department 
are· ~lo361y associated' with all, important pu.rcb.ase operations. Their 1'e8-
ponsibilities maybe de8Cribed briefly as follows :-

(l)'Wh'en purchases are made by open or limited tenders the concur-
rence of the Finance Department must 'be obtained to proposals 
to accept other than the lowest offer if the offer proposed to be 
accepted exceeds the lowest offer by a certain prescribed limit. 
H the lowest oft'er is in itself unreasonable consultation with the 
Finance Department takes place before action is taken ; 

(2) offers against single tenders are dealt with in consultation with 
the Finance Department. Single tenders cannot be used for 
other than proprietary articles except with the concurrence of 
the Finance Department ; 

(3) settlements by negotiations are effected in consultation with the 
Finance Department in all their stages ; 

(4) departures from standard conditions of contract are made in con-
sultation with the Finance Department. 

6. The following are the broad categories of the contractual arrange-
ments throWn. up in the circumstances set forth in the foregoing paragraphs 
and requiring special attention:-

(a) cOlltract9 settled by negotiation~ in which the price payable is 
actual cost plus an agreed margin of profit. The actual cost is 
'usually subject to an agreed maximum ; 

(It) contracts settled by negotiations wiih individual firms in which 
price is negotiated on the basis of estimated costs for a speci.6.ed 
period; 

(e) contractA\ placed with individual firms under arrangements made 
with an industry' as a whole. Arrangements usually provide 
for the submissiOn by individual firms of cost quotations certifted 
by auditors ; 

(d) special cOntracts for the construction and operation of Government 
. factories by private firms as agents of Government. For obvious 

reaB<)llS no place has been given in this list to standard contract.a 
~de on offers against open, limited or single tenders. . They 
are' generany the same as in peace-time and do not require de-

, t8.iled explanation. The following paragraphs describe the posi-
tion in respect of the categories enumerated above . 

• • 
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7. All contracts other than those entered into at competitive rates require 
·in varying degrees a proper examination of the accounts· of contractors in 
order to establish that payments charged in Government accountaare in accord--eee with contractual arrangements. This necessita~ the employment of 
qualified cost accountants. ' 

. The Supply Finance Department have established a small cost accounting 
organisation for. this purpos~. For an ideal arrangement it is necessary to 
secure the servICes of techmcal cost accountants for each type of industry. 
India has no such cost accountants, and in fact there -are very fewaccount-
ants with general qualifications in cost accounts of an adequate character. 
After sustained effort and search Government have been able-to secure a few 
accountants. The number of contracts has been increasing and is beyond the 

... capacity of any organisation which Government can expect to bring into being. 
In view of these difficulties the following arrangement has been made with 

.. 

the concurrence of the Auditor General :- - . 

(1) Auditors of contractors may be employed as auditors on behalf of 
Government subject to certain conditions ; 

(2) in all cases where prices are related to costs, actual or estimated, a 
brief statement outlining the system of cost accounts observed 
by the firms concerned should be prepared either by depart-
mental accountants or contractors' auditors and kept on record 
for reference. This statement should in particular describe 
the basis on which common expenses are apportioned to various 
categories of products, departments or contracts of the firm ; 

(3) the checks to- be exercised by the accountants, departmental or 
private, should be laid down by Government ; 

(4) in all important cases first checks should be applied by departmental 
accountants. On receipt of their reports Government should 
decide whether subsequent audits should be conducted by de-
partmental accountants or private auditors ; 

(5) other cases may be entrusted to private auditors but the Finance 
Department must always be on the alert to pick up cases that 
should for any reasons be transferred to departmental account-
ants ; 

(6) reports of private auditors should be reviewed by departmental 
cost accountants. • 

Under this arrangement the duties of Government cost accounting orga-
nisation will be to deal with all audits classed as important and to keep the 
work of private auditors constantly under review. Important audits will 
be entrusted to private auditors when they have becolDt' routine and there-
fore ceased to be important. 

8. Some explanation is required of the arrangement contemplated in 
respect of factories constructed and operated by private films as agents of 
Government. 

• 
• 
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Government liave decided that cases which do not require anything more 
$han 'Verification' of facts may suitably be entrusted to the auditors of con-
tractor~ In other cases audits should be carried out by Government account-
&nm till such time' as all technical questions regarding the basis on wlllch 
common expenses should be allocated to Government business and other busi-
ness of the firm are settled. When the audits become routine and are reduced 
to the level of verification of facts they may be assigned to the auditors of" 
agent firms. 

9. In all cases in which examination of contractorti' accounts is required 
to establish the validity of payments made under the contracts the responsi-
bility for checking the accounts lies on the Auditor Genera\. It has however 
been agreed with him that, while he reserves his right to check the accounts, 
he. will not exercise it 80 long as he is satisfied that the arrangements made by 
Government for such examination through departmental agency or by private ' 
auditors are satisfactory. He will examine the reports and records of depart-
mental accountants and call for such explanations from Government as he 
may consider necessary to satisfy himself that arrangements are satisfactory 
and that adequate check is being exercised in individual cases. 
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APPErmD: xvm. 
.. ., lie Autitor 6en6ral on paragraph 17 of the Audit Bepori, DefeDce 

8erYices, 1941-War time purchases of stores. 
. In connection with tbe scrutiny of expenditure on the purchase of stores one 

M the functions of audit is to see that purchasC8 have been made as economic-
aDy as possible. In normal circumstances this is secured by watching that 
purchases are generally made by calling for tenders in the open market and that 
the lowest tenders are accepted unless there are valid reasons against this 
Course. In the special circumstances created by the war the competitive 
~m has necessarily had to give way to other special arrangements for pur-
~ase. The necessity however still remains-and it is perhaps even more 
'drgent than during peace time-for audit to see that the prices paid are fair 
a nd reasonable. 

2. The question of the methods to be adopted to ensure that the prices 
paid are reasonable where Government contracts cannot be placed under con-
ditions of effective competition has received considerable attention in England 
during the past few years. It has generally been accepted that the only 
alternative to competition as the basis of a fair fixed price contract is the 
estimation of the costs to be incurred, either by means of technical costing or 
by the application of the results of post costing past contracts-or by a combi-
nation of those methods. It is understood that some of the big purchasing 
~partments in the United Kingdom are well equipped with staffs of tech-
nical costing officers and departmental accountants whose business is to prepare 
either independent estimates qf costs or to check the costs quoted by the firms 
with reference to their books and to assist the departments generally in nego-
tiating prices. 

3. The Comptroller ::md Auditor General in the United Kingdom is generally 
content to review the basis of the fixing of prices as contained in the reports 
o.f the departmental accountants and he does not ordinarily conduct a check of 
the firms' books. In regard also to expenditure from public funds on the 
construction of (' shadow') factories by firms on behalf of Government which 
lias to be accounted for to the satisfaction of the Comptroller and Auditor 
General in pursuance of his statutqry functions the same arrangement obtains. 
The accounts of such expenditure are initially examined by the Ministry's de-
partmental auditors and the Comptroller and Auditor General reviews the pe-
riodical statements of such expenditure and the departmental auditors' 
reports thereon. • 

4. Profiting by the experience in the United Kingdom and the Dominions 
tne Supply Finance Branch here have since last year set up a small depart-
mental costing organisation to help it in its war time purchases. In conse-
quence of the difficulty of obtaining qualified personnel it h.as however been 
found necessary to follow the Australian model and to supplement the depart-
mental organisation by the employment of the firms' own private auditors 
~rking under instructions from Government. Information regarding the 
types of contracts and the safeguards adopted by the Supply Department in 
~pect of these various t.rnes is given by the Supply Department itself and this 
dOte iscoi1eemed 'trithstating the position of the Auditor General of India. 

) 

.. 
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: 6. Ordinarily the attitude ~;of .th:e . Audi~r General in respect o~ contracts 
made by Government is that, while his Department scrutinises the contract 
generaBy tOseeihati th~re:iS 'no 'olallS8 obviously and ttiineceiIat5l1'~vaia4j 
tageous to Government, -and tbat prices or ratet.-m'the CODtract are prima facie 
reasonable, he d~ not go ·behind the contract to examine. the ~egQtia~ons 
leaqing to a fixed price or a schedule of rates, but scrutinises all payments tQ; 
secure that they are in accordance with the contract terms. When, how",:. 
~ver, as in war time, fixed price contracts have in many instances to give ·way; 
to contracts based directly or indirectly on actual costs, the. function of thei 
Auditor General in auditing payments in terms of such contracts is not so, 
clear. The Auditor General of India has, however, decided that, while he, 
should retain the power in any exceptional case to call for the accounts ~~, 
the actual costs of a contractor claiming payment under the" costs plus" for~ 
of contract, he will not in fact exercise this power unless the special 
circumstances of any case indicate that this is necessary. In reaching this' 
decision the Auditor General of India haa been influenced by the example of the 
Comptroller and Auditor General of the United Kingdom, who does not ordi,,:: 
narily demand that his Department should examine tbe books of the con"7' 
tracting firm. There are further reasons for this decision. In the first place,' 
the Indian Audit Department does not command a sufficiency of technical, 
Knowledge and experience to cope with the work that would be involved in a 
direct examination of finns' accounts. In the second place, it is clearly the 
duty of the Government Department making the contract to satisfy itsel( 
regarding the actual costs on the basis of which it passes a payment, and/ 
if the Auditnr General is satisfied that such costs examiiiation is as adequate 
as possible in the circUIllBtances, it would be a waste of time and effort at· a 1 

tiine like the present to duplicat.e that examination. Finally, there is not such. 
a regimentation of industry in India as in Great Britain, and while firm.s' 
are with difficulty persuaded t.o agree to a scrutiny by departmental cost 
accountants, they would object strongly to a further examination by ~ 
of the Auditor General. It would be clearly infructuous to provoke the) 
opposition such a course would cause unless there were clear Dece88ity. , 

In ideal conditions the Auditor General might limit his acceptance of; 
costs examination to that conducted by departmental cost aooountanJB. But~ 
even in the United Kingdom where the puichasing departments are far mo~· 
adequately staffed with qualified cost accountants, it has been found advisable. 
and economical to dep~nd upon statements of costs certified by firms of com~' 
mercia! accountants subject, where necessary, to departmental spot checb. I~! 
other countries of the Empire, mz. Australia, this practice is usual, and the 
Auditor General of India has agreed to accept under stated conditions costs 88. 
certified by private firms of accountants. ' 

6. The Supply Department has taken the Auditor General fully into their 
confidence in aU· discussions regarding forms of contract ,and methods of 
check of cost accounts. The Auditor General is consulted before any ne~ 
departure is adopted. In fact so close is the co-operation that. the represen-
tatives of the Comptroller and Auditor General of the United Kingdom ~' 
marked that the Auditor General of India seemed·to be more concemed in· 
eXecutive, decisions than the Comptroller and AUditor"~ .~ .. ~ uDi~. . -
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Kingdom ever was. The difference really is only in Dlethod of working, pre-
audit with influence before the event, or post audit with criticism after it. 
The suggestions of the Auditor General have not affected policy but only the 
applica.tion of policy. In the following cases the instructions of the Supply 
Department were issued in consultation with the Auditor General, and have 

. been accepted by him as adequate to secure the correctness of payments and 
satisfactory facilities for audit check :- . 

(a) Instructions regarding the duties and the scope of check of de· 
partmental cost a.ccountants. These instructions include provision for the 
preparation of a report on the examination by the departmental cost accoun-

~nts and the record of certain material. This report and such material is r placed before a representative of the Auditor General who may make such 
criticism as he considers necessary. 

(b) Instructions to private auditors regarding the extent of their check 
of cost accounts and the form of their certificate to these accounts. The 
Auditor General has to be sat~fi.ed that reports by private auditors receive 
adequate consideration in the Supply Department, and his representative can 
see the papers dealing with such consideration. 

(c) Instructions to private auditors on the check of expenditure from 
public funds on the construction and management of factories by private 
firms on behalf of Government. The Auditor General has a special responsibi-
lity for the audit of such expenditure, but for reasons already explained has 
agreed to accept the audit of private auditors. It is intended that the agree-
ment with contractors should require them to keep full and separate accounts 

. of expenditure from Government funds, and that the private auditors should 
prepare such statements of expenditure based on the accounts as the Auditor 
General may require. The private auditors are also to be asked to report 
'on the accounts. The Auditor General can ask for any further information 
he requires and in the last resort can demand access to original documents . 

• 
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