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REPORT 01' THB PUBLIC AOOOUBTS OOJDQ:'r'l'BJ:, 1943 g J 
PAnT I.-CIVIL, POS~S AND TEL~GRAPHS AND DEFENCE SERVICES. 

Fillancia~~e8ult8 of the yeaT,-The following table ~ompares the original 
:and fill$l-grallts and appropriations witf the actual exp'enditure for the year:-

• " (In lakhs of rupees.) 
~ Original grant Final grant Actual 

or appro- or appro- expendi-

Expenditure charged to revenue (voted) 
Expenditure charged to Capital (voted) 

Disbursement of Loans and Advances (voted) 

Total (voted) 

Expenditure charged. to revenue (non-voted) 
Expenditure charged. to capital (non-voted) • -

Total (non-weed) 
Disbursement of Loans and Advaqces (non-voted) 

Total (non..voted) 

Total expenditure charged to revenue 
Total expenditure charged. to capital . 
Total disbursement of Loans and Advances _ 

GB.AN'D TOTAL 

priation. priation. ture. 
4 

27,66 29,54 , 28,65 
65 90 33 

2,8,31 30,44 28,98 
2,71 3,62 3~6 

31,02 34,06 32,24 

1,11,76 1,31,01 1,32,58 
5 -10 -7 

1,11,81 1,30,91 1,32,51 
12 10 9 

1,11,93 1,.,01 1,32,60 

. 1,39,42 1,60,55 1,61,23 
70 8<1 26 

2,83 3,72 3,35 

1,42,95 1,65,07 1,64,84 

. There was thus a total saving of B.s. 23 lakhs, or ·13 per cent. over the nllal 
grant. " 

The' following table compa.res the percentages of savings (-) or exceSSes 
( +) in the main sectiolis of the budget for the last five years;-

1937-36. 1938·39. 1939·40. 1940-41. 
Expenditure cha.rged. to revenue. -·73 -1·32 +6·64 +3-18 " 
Expenditure charged to capital . -34·40 -11·09 -58'69 -6"96 

~. Disbursements of loans and advances -9·52 -11 . 49 -3' 10 -7' 85 
,.combined. percentage -1'34 -1·74 +6'22 +2·51 ., 

1941-42. 
+ '42 
-67'5 
-9'96 
- -13 

"- ~e pojnts worthy of notice about these results are the extremely small varia-
tion of actual~ from the final grant, which variatioo is the smallest 'there 
has been for a: number of years and the large excess of the actuals over the 
oOriginal budget provision. This excess of" Rs. 22 crores is due almost entirely 
to "an lncre¥e ill Defence expenditure, the reason for which, briefly, is~hat. 
deyelopments in the war situation, particularly in the Far East mad~{lt 
ne'cessary not only to retainin India forher own purposes far larger f~s tharr 
had been anticipated and allowed for at the time of framing the" b~get, but 
to put into force a, number of" costly measures for the defence of IndIan soil. 

,·2. In the follo'wing cases, actual expenditure exceeaed the grants voted by 
the Legislature:-

Item 
No. 

Name of Grant, . , 
1. 12-Executive Council 
2. IS-Home Department . . . 
"3. 
4. 
5. 
~. 
7. 
8. 
9. 

10. 
11. 

15·A-Civil Defence Department; 
17-A-Department of Inflians Overseas 
18-Finanoe Department· . 
27-Police . . . 
38-Education , . 
46-Industries . . 
'9-Broadcasting. . 
63-Stationery and Printing . . _ 
to-Posta and Telegraphs-Working Expensea 

Final Grant. Actual 
expenditure. 

1,75,000 " 
11,74,000 

72,000 
39,000 

5;12~OOO 
36,20,000. 
7,11,000 
9,16,000 

4'9,85,000 
81,33,000 

11,65,57,000 

1,89.088 
11,98,647 

84~061 
4:2,018 

5,12,225 
36,62,154 
7,11,240 
9,35,280 

50.21,265 
68,06,892 

11.68,29,285 

Excess. ~e­
quiring the 
vote of the 
Legislature. 

14,088 
24,647 
12,081 
3,018 

225 
4-2,154 

240 
19,280 
36,285 

6.73.n~ 1-
2,72,'261 s 



, . ·2 
The re'ason8 for tpese excess~s are \ brieds ~xpiUllled below:-
Hem 1.-1\i.lore toar expenses or t1l6 new bx~cuti\'e 'LounClho~" purtly offset 

\ . 
by sav~ngs u.nder eqUlpw.ent uUowances. . I •• 

item 2.-Exteuslve issue of war photographs and lllcrea&ed expeL.d.-i.ture ou. 
postage and telegram charges, etc. '- . - , 

item a.-Accurate estimates ooUl.1P·uo~ be prepared, ~he Departme.'lt being. 
h i l.; ... 1Y • a new one and in t e maAu.r.o. , - ,. . . ' 

, Item 4.-The Department bewg new and in\ the process of expansion, mora· 
accurate estimates could 'not be prepared. ' _. 

item8 5 and 7.-Tbe excesses are petty. 
Item 6.-l\fainly due to increased expenditure on wartime additional police-

in the North West Frontier Province. 
Item B.-Exeess mainly iIi the English portion of. tbegrant due to .unex-

pected payment of leave salary ,of an offi~er in the: colonies.' increased cost ~l 
passages of two scholars and erroneous adjustment under thI& grant of certam 
charges debitable to Grant No. 47. 

Item 9.-Chiefly due to incread acti~ities in connection with the war, 
particularly arrangement'S for special war programmes and expenditure on' 
A. R. P. works. 

Item lO.--f,{ainly due to decrease in recoveries from the Defence services 
owing to fall in demand for stationery during 1Iarch, 1942,_ sma.ller supplies 
caused by non-compliance of orders by paper mills and delay in issue of debits 
for value of stores owing to war conditions. . 

Item 11.-Mainly due to payment of increased aUowances, honoraria', eta., 
larger payments of commuted value of pensions and increased expenditure on· 
freight on account of larger issues of stores, partly offset by smaller expendi-
ture on repairs due to non-completion of several building works, smaller' 
expenditure on pay of establishments due m,ainly to certain personnel having 
been deputed to Field service oversea 9, smaller expenditure on audit charges~ 
establishment and other charges paid to other Governments and Departments, 
etc .. etc. . 

We recommend that the necessary excess grants ,be voted by the Legislative-
Assembly. . 

3. Minute8 of Proceedings.-We append the minutes of ·our 'proceedings 
which we desiJ:'e, as usual, to be regarded as part of our Heport. In the foll~ 
ing paragraphs, we refer only to some of t.he more important questions consi-
dered in ~e cOurse of our examination. t '. 

4. Accuracy of b u~e·ting and contr()l over expcnditw'e .-Accurate budgeting 
• anCl-ocontrol during the year under review were rendered difficult owing to the 
~~nsifiltion of the war and the innumerable demands connected with it 

.... which luld not possibly be anticipated. . In' spite O£I these difficulties we 'are 
pleased. uo see that, judg'3d by the various criteria that are usually adopted 

. fof det~ mining whether budgeting has been ~ccurate and control adequate, 
the results of the year .do not compare at all unfavourab]~ with those of 
previous years. Indeed, as ,has been noticed above, the ,;ariation which t.e 

il a~gregate figures disclose is the least there has been for several years, even 
tliough there has been a deterioration in budge.tiog both in regard to' expendi-
ture charged t{) capital and the'loans and advances. Again, ··thoughtpe per-
centage of the to\al voted amOlmts sut:rendered to the total actual savings in 
all the voted grants is somewha.t ,less than last year with regard to revenue 
llnd ca,Pital expendititre, it is very cons.iderably higher in the case of loans and 
Advances.' Similarly, the increase of the percentage· which final unBurrendeted 
savings bear to the grants in the ca.c;e of revenue and capital expenditure, is 
offset by a decrease in the case of. loans and advances. Further, whil~ there 
hnve been excesses in 11 voted granin; as 'compared to 10 last year, the number 
~of cases -of non-voted approurintions in which there has been an excess has 
gone down from en to 26. " , 
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5. SupplementaTy . Grant •. -Althouih the riumber of supplementary gral1ta 

which. had to b' 'toted qd ,the amount invo,lved still remain bigh-a9 they must. 
80 loIlSt as variations in the fortunes of war require inuiledia.te expenditure { 
of funds. irres~ective of budgetary co~siderations-the percent~e ~f th~ total 
of the slipplementary srants to the o~l gran~ shows a welcome falling 01 . 
from the figures it had attained last ye8/- We, are also pleased to see tha1 
there was in the year under review only· one supplementary grant· which 
proved unbecessary as compared to three last year. This was in Grant No. 
69-Andamana and Nicobar Islands and the reason for the saving is'that these 
Islands were occupied by the enemy during the course ~f the yeflr and the 
accounts for the last two mbnths have been lost. Had these accounts reached 
the Accountant-Genet:al, there might well have been no savings; and we can .. 
not, in the circumstances, treat this case as evidence of any lack of financial 
control. , 
't 6. lIaving regard to the uncertainties caused by the war, the results of the 
year are undoubtedly satisfactory and we mrist again express our appreciati'm 
of the manner in which the, financial organisation continues to meet the 
demands that changed and changing conditions continue to make upon it. 

7. Audit".-The 'Auditor-General informed us that nolesB than 33 per cent. 
of his officers and 20 per cent. of his staff have had to be given up to the other 
Departments of Govenunent who were in need of their services, that their ' 
place hf!,s been taken by new and, inexperienced staff, that at the same time 
the number and magnitud~ of transactions required to be audited has increased 
owing to the war and that 'the consequence has been that throughout the whole 
field there has been a relaxation of the standards of audit, a partial suspension 
of local audit, and a reduction in the quantum of audit. We appreciate tlie 
fact that the supply of officers trained in the principles of nnance is limited 
and that their chief source of supply is the Audit Department and we approve 
the policy Government haR followed of taking away these officers from audit 
duties and attaching them to the administrative -departments. A loss in the 
efficiency of administration is, we' fear, one of the many 'inevitable consequences 
of the. war; but 'without. in any way, desiring to minimise the importance of 
Audit we 'consider it expedient to shift this loss to where it can do least harm. 
Where money is being spent· nt-an unprecedented rate it is preferable that 
control should be a.pplied at t.he source and spending departments should receive 
financial advice before they spend the money rather than that they should be 

"gWt'ft financial advice by Audit after the event. We have in the consideration 
of the Report and Accounts placed before us borne in mind the conditions 
nnder which they have been produced. • 
, • 8. Unanticipated CreditB.-The question of the utilisation of unanticipated 
credits 'ivhich engaged the attention of this Committ-ee when it dealt with the. 
Appropriation Accounts for 1930-31 and 1931-32, has again com,e up f~ consi-~ 
derat:on. In thp, year under review unapticipatedcredits have been of such .~ 

, magnitude 'in certain grants owing to war, conditions, such. as Grant No. 6O.;r-
Civil Works and Grant No. SO.-Survey f>f India, that what otherwise would 
have been excesses which would have re(fUired a vote of the Legislature, have 
been cpnverted into savings. This Committee recommended, after considerable 
discussion, in its Report on the accounts of 1931-S2 that "in cases where suq-
stantial unanticipated credits are to be utilised t<? incur fr6i)h expenditure which 
would not have been incurred but for such credits, the approval of the Standing 
Finance Oommittee should be obtained in the same way as for items of supple-
men tary grants". Since then the functions of the Standing Finance Com-. 
mHtee have' been considerably altered and that Committee is now concerned 
<>nly with the merits ?f new ~xpenditure and not in any way with the met-hod 
wherebv funde are provided-whether by budget provision, reappropriation or 
Rupplementa-ry grant. The position therefore is that the Executive is now 
able to utilise fundR without the consent or even the knowledge of the Legisla-
ture and there is no safeguard to eUBure that the matter will be brought to ifR 
notice or to the not,joe-of its representatives in either of the Committees which 
deal with 'Finance. 



" • • 
.' • • " t 

• 9. It was argued that the 'utilisation of ~an~cipated credi~B ,for the finan-
cing., of ,new .items eo!- expenditur~, ~ez"\ in no way from ~pPrdpriati~ .ma,de 
out of genume savmgs for a similar purpose. We are, however,~able to 
ac~ept this view' fo.r. wb. consider" th~t. the ditler~nce. b~tween th~ ut~~ation of 
savings and the utiijsatlon of, unanticIpated credits 18 fundamental; In the one, 
case it is the utilisation of funds tha. have actually l1een voted' by the Legisla-' ' 
ture while in the other funds are' utilised of, which' the LegislatlJre has no 
knowledge and qver which it has no control. We un~erstand tha.t 1n Engl~d 
the system is that the original vote placed before the House contaInS wha~ IS 
known as an 'Appropriation-in-Aid' which corresponds to our head "Deduct-
Recoveries' and that departments are prevented from spending more money 
than has been granted to them by the Legisla.ture by jibe adoption of the 
device of ta.king to a receipt head all recoveries in excess of the amount men-
tioned in the Appropriation-:-in-Aid. We have on a previous occasion C9nsidered 
and rejected this deVice for it is not in consonance with scientific principles of. 
accounting and we are averse to it's adoption in India. f' 

10. It is, however, necessary that these unanticipated credits, if they are 
to lie utilised, should at some time be brought promine:p.tJy to the notice of 
the .Legislature. There are two ways of achieving this result, the first being 
the moving of a token grant, in the same manner as supplementary grants are 
moved and the second, bi the adoption of a convention by which, whenever 
unanticipated credit.s are utilised, the fact, as well as the extent, of such 
utilisation, should be brought to the notieeof the ..Legislature by mention in 
the Budget Memorandum if the credit6 are noticed' before the p~paration of 
the reYised estimates, Or by specific inclusion in the Appropriation Accounts if 
they are noticed a.fter the close of the year. We regard the s6condaltemative, 
which is already in operation on tlie Railway side~ as much the simpler of the 
t.wo and we recommend that for the period of the war it should be adopted on 
the Civil side also and saould be reviewed again when normal conditions are 
restored. '"-

II. Works EzpendituTe.-In considering Works Expenditlfre last' yea·r; we 
were uncertain as t-o whether it was desirable in. war time to continue the' 
poli~ of lump cuts which this, Committee has over a long period been recom-
mending. Pending a further investigation ibto the causes of savings and the 
formulation of a more defipite policy we recommend #that in the preparation of. 
the next year's budget no cut should be made in'the provision for works ex. 
penditure in the Grant "CiVil Works" and the Appropriation "Tribal At'e"sJO!u'" 
but that all other provision for works should remain subject to this cut. We; 
-notice, however, that it has apparen~ly not, been found possiDle to follow this 
. recommendation and in the CUlTent year cuts have been impoeed throughout .. • 

12. We -have now had the benefit of the experien~e of one mOre year's 
,., workin! and of the manner in which war time conditions affect the works pro-

gramme. 'We oqserve that, generally speaking, the effect has been to increase 
tpe magnitude of works and to accelerate their construction. The result is· that 
for the first time after a long series -of yeam in which savings, often substantial, 
oocurred, there has in the year under review been an excess of 5'82 pAr cent. 
in the consolidated provision for works. We have after full consideration come 
.to the conclusion that war conditions make budgeting in ,the matter of works 
so uncertain and t¥ continuation of an increase in works expenditure so pro-
~l~ t~at.t~e p~li<fy of imP?Bing lump cuts-the jusf#:ication for which really 
hes ~n Its bemg m normal times a eounter-measure against theo1'er-optimism 
of Engineers-should be" discontinued for the duration of the waf. I 

l~ .. Weexamined with care the Note furnished by the 'Finance Department 
descnbtng the ,procedure followed by them in making budget provision for 
works. This Note was provided in order to enable US to asSess the justification 
of the c~ut.rge ~a~e be!ore us ~last year that one \ of the conlributory causes of 
t,he persIstent saVings m the grants for works expenditure was lhe making, of 
budget ,nrovisionby the Finance Department without satisfying itSAlf fully fiR 
to whe~h~r the items for which budget provision was' nade had reached a state-
of matllnty Rufficient 't-oenable them to be execuW in 'the following yeaT. 
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Our examination has led us to the conclusion that there is no inherent defect 
~n thepro~edure wh~ch. is no~ f<;>ll?wed. Thougn it may he possible to follow 
In peace tIme the prInCIple of InSlstmg on thew:ork having -reached an advanced 
stage .~ m!lt~rity b.efore budget provision tor it is made. the followmg ~£ such a 
procedure In war tlID:e would not only'throw a. yery considerable additional 

'burden 011, the PublIc Works Department which is already overworked, but 
would nl~o in present conditions necess;rily result in ·la'rge excesses in.· the 
grants. W~ find nothing .wrong in the pro~edu're of the Finance Department 
and agree that no change IS necessary. . 

. 14. Post8 and TeZegraphSJ Department.-We paid some attention this year 
to . the Renewals Reserve Fund of the Posts and Telegraphs Department. We 
find that no principle has ·so far been followed in the determination of the annual' 
contribution froIrl revenue to this Fund. The contribution has been fixed at 
various times in consultation with this Committee in accordance with variations 
in the corpus of the Fund and has varied during the 1ast six,.years 'between 
the figures of Rs.23·05 lakhs and Rs. 25 lakhs per annum. With the growth 
of the assets of the Department this Fund' ha,s gradually diminisned and now 
8~ands at a figure which is not only considerably less than the absOlute amoun* 
which it had reached six years ago but bears a proportion of no more than 
6·85 per cent. to the capital at charge against' 17·14 per cent. at the close of 
the year 1936-37. In order to remedy this state of affairs we have approved 
the decision of Government to make a lump sum contribution of Rs. 150 Iakhs 
to the Fund from the accumulated surplu8 at the end of 1942-43, which will 
have the effect of practically doubli1!g the balance at its credit and bringing it 
up to about the same level as that ·at which it stood in 1~7. We are' 
however not at all satisfied with this ad hoc fixation of the grant to be made 
to the Fund and desire that the whole matter should 00 reviewed and the ,. . 
Department should work out a scientific basis according to which paymeniB 
into the Fund should be regula.ted. That basis may be either acwarial or may 
be determfued with reference to the lives of assets regard being had in the 
latter case to the rate of obsolesence. We have, however, no objection to this 
review being postponed till the end of 1944-45 by which time it is expected 
t.fta~ the Telecommunication Development Scheme Will be complete ,.nd the 
Department will have had more experience of the demand for replacements 
and renewals of the telephone systems taken over from the Telephone Com-
panies. ~ 
.. J5. Report of the 'Military Accounts Committee.-We append the Report 

submitted by the Mjlitary Accounts Committee constituted to ~onduct' a preli-
minary examination of the Defence Appropriation Accounts and connected 
documents, In view of the magnitude of Defence Ettpenditure in war time, 
the fact that ~s expenditure is being incurred not only on behalf of India 
but also on behalf of His Majesty's Government and also because of the general 
importance of the matters dealt with therein, we wish to dI"llw special attenliion . 
to the 1teport and Proceedings of that Committee whicbwe desire to be treawd 
as part of our lteport. 

PART I!:.....RAILWAYS. 
16. Ifinancial result8 of the year.-The following table compares the original 

and the revised estimates with the actual expendl.ture of" the year under 
report:-

(In lakhs of rupees.) 
Budget. Revised. AetuaI!. 

Traffio receipts (lees refunds) 1,08,25 1,2'7,00 1,29,18 
Miscellaneous receipts . . . 2,24 2,57 . 2,52 
Working expenses (including depreciation) . 68,60 73,13 73.56 
MiBCeDaneou8 expenditure. • . 73 73 6t 
Intereet charges . . . 28,60 28.61 28.« 
Burplusl+) or deficit (-.) . +11,83 +26.20 +28,08 
Cont.ribution to general revenues 18,18 19,13 20,17 

Out of the net surplus of Rs. 28,08 18khB, Rs. 20,17 laklut were paid to general 
revenues, and 7,91 lakhs into the Depreciation Reserve Fund. The former 
amount included 15,87 lakhs towards the arrears of contribution for the periQd 

" . 



o . . 
fro~ 1931-32 to 1938-39, coveted by the moratoriuUl, the balance of4,SO lakhs 
being the contribution for the" year under 'th~ separa.tion conVention of 1924. 
The outstanding-arrears of contributi9n to general revenues amounted tQ- 12.63 
lakhs at the end of 1941-42, a~ld the <tutstanding loan ~rom ~he. Depteciation 
Fund -to 22,38 lakhs. The Ratlway Reserve Fund recerved no share of the 
surplus in the year u,n.der report. • , 

17. E:xce88 over voted grants.-There were excesses in five voted grants, 
as compared with six in the previous year. ' 

- Final Actual 
Grant. ~diture. 

BB. Re. 
Grant.. 

(1) 5.-Revenue-Payments to Indian Stat.es ',18.85.000 ',35,37,69' 

Exeeee. 
Re. 

16,52,6N 
and companies. . . • • 

(2) 6-B-Revenue working expenees, Mainte- 20,06,20,000 20,07,81,305 
D&IlCeand supply of locomotive power 

(3) 6-E.-Reven~ working expenses, Ex- 10,Q5,75,OOO 11,06,45,781 10,70,781 
fl'" 

'7~".5" 
peDaes of Traffic Dq>artment • , <,> 6-G.--Revenue working, expenses. Mis" 6,23,17,000 5,78.6'.44 
cellaneous expenses. . . • 

(5) 9-A.-Revenue Repayments to Deprecia-
tion Reserve Fwid. . . . 

7 ,07,60,'000 ,7,91,07,74:8 83,47,748 

Brief explanations of these excesses are given below:-
(1) Due mainly to increase in net earnings of worked lines owing to improve-

ment in traffic. 
(2) DUe chiefly to increased freight charges on account of more receipts. 
(8) Due mainly to' anticipated reduction in the cost of staff ,on the Great 

Indian Peninsula :Railway not having materialised. 
(4). Due, mainly to adjustment of expenditure under 'Suspense' owing 

mainly to non-recovery, during the year, of the cost of wor~ undertaken on 
behalf of the War Department and payment of more evacuation adva.nces, etc. 

(5) Due to a larger net surplus as & result of improvement in 'earnings: 
We recomr;nend that the necessary excess grants be voted by the Assembly. 
18. Accuracy' of budgeting and control over e::r:penditurc.-The accounts of 

the year show a net saving of Rs. 20Jakbs of 0·18 per cent. under Revenue ex-
penditute (exclusi~e of· withdrawals from the Depreciation Reserve ap.d the 
Railway Reserve Funds and the repayments to the fomrer or appropriations 
to the latter fund). Under capital expenditure, there was a saving of Rs. 9,35 
lakhs, or 60-17 per cent: These compare as follows with the results achieved 
in the four preceCling years. . _. ..; 
Ezpenditure charged to Revenue (8ozelusiv8 of withdrawau from the Dep1'8cialion 

• 

ReBe",e and the Railway Re8erve Funds and the, repayments to the former 
or the appropriatioWB to the latter Fund). ' 

• Year. 

(1) 
1937-38 
1938-39 
1939-40 
194:().41 
1941.42 

(In lakbs of rupees.) 
Final grant Savings (-) Percentage 

and appropri&- or of col. 3 to 
tion. Excess ( + ). col. 2. 
12) (3) (4:) 

98,30 +63 0'6' 
99,6' + 10 ~·10. 

'100,52 -40 ". 40 
102-37 1,23 ,1' 20 

.. 109,82 -20 0 '18 
E:xpenditure ~harged to Oapital and the Depreciation R88Brv6 Fund . 

(In lakhs of rupees.) 
Final grant SavingA (-)' Percentage 

&; appropria- or of col. 3 to 
tion. ExcelS (+ ).\ col. 2. 

(1) (!) (3)· (') 
1937-38 10.70 -24 2-25 
1938-39 13,60 +2 0'18 
1939-~ 11,30 -29 ' 2' 67 
1940-41 ll,U -h7' 161" 
194142 16-" . -9,86 00'1'1 

Year. 

~e results of 1941 .. 42 in regard to expenditure charged to revenue compa.re 
U'fourab11. with the average results obtained in the previous four years but those 
qf expenditure charged to capital and the Depreciation Reserve Fund show a 
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very marked deterioration.. \Ve examined in detail the reasons for this Jarge 
;saving under trhis head and found that. it was aue partly to certain accounting 
deciJions taken during the course of ~he year' and !o greater credits rece.ived 
frOID' the War Department for the value of permanent way and rolling stock 

.sent dverseA.s and only partly to theJ, inability to execute the approved works 
programme. The explanation given" for the variation is adequate and, having 
regard to all the circumstances aud ill particular to the uncertain conditions' 
brought" about by the war. we consider the results of the year to be satisfactory. 
We are pleased to observe that there was in the year under review, as' in the 
,year before, no supplementary grants ·wbich,., proved to be unnecessary and that 
in this respect there wB.\ an improvement over previous years. '.. . 19. Changes in accounting.-We observe that during the course of the year 
.several importantclecisions were· taken in regard to accounting. Firstly, it was 
decided to debit to revenue instead of to the Depreciation Fund (at whose 
..debit these amounts have .hit~erto stood) the cost 'of assets abandoned dn 
State-managed ratlways before 1924-25 on the ground that thii\. Fund which 
was introduced in that year, had received no contribution in respect of these 
assets. Secondly, the decision reached in 1938 with the conC'Urrence of the 
'Standing FinalfCe Committee, the implementation of which had been postponed 
10 a more favourable' time, that expenditure on ba·l1ast re1'lewals should be 
charged to revenue ipstead of the Depreciation Fund, was given efiect, to in the 
course of the year under review. Thirdly, it was decided to debit to < revenue 
'instead of the Railway Reserve Fund t.hat part of the origina.l cost of lines 
,dismantled since 1940-41 which was not covered bv contributions accumulated 
in the Depreciation Fund taken together with f:he ~ value received for released 
material. We welcome all these changes as being desirable in themselves in 
that they promote conservative finance and we also regard the time' chosen to 

. introduce them as opportune. in view of the stron@" revenue position. 'Ve hope, ' 
however, that it will be possible in futUre to introduce changes in the account-
ing arrangements from the beginning of a financial year in oraer to prevent a 

t disturbance of the budgetary equilibrium such. as these changes caused in the' 
year under review. /. . 

20. IVorks Expenditure .-The lal'ge saving in expenditure. financed from 
.capital and the Depreciation Reserve Fund led us to examine ~he sf}ofeguards 
in force for the prevention of such savings. We find that the budget under 
Grant No. 12-0pen Line Works-(Capital and Depreciation' FuJid)w1llch is 

. responsible for by far the greater part of works eq>enditure, is every year sub-
jected to a percentage lump sum cut. -Government.. has ·been experimenting 
with varyiq,g percentages for the cut and the figure for .the year un~er review 
was 19 .. In the result, the delays ,and difficulties c~llsedby the war in. obtain-
ing materials led to a saving of about 50 per cent. 'Ve considered recomm~nd­
ing a drastic inciellse in, the lump cut but ~e recognise ~hat to dQ so would 
be to presume to forecast the cOurse of the war and to assume a continuation 
()f t.he conditions· with regard to manufacture and shipping that prevailed in' 
1941-42. Such a supposition would be unwise and we wQuld, therefore, l~ave 
'it to the Railway Department, as heretofore, to determine,' with reference to 
past experience and the conditions prevailing at the time the budget is pre-
pared, what the extent of the cut should be. • I 

21. Collierics.:"-The losses incurred on the running of the ;Railway colli~ries 
"have engaged our attention fro.m time to time and when we last discussed this 
·question while examining the accounts for 1936--S7, we were told that the out-
i·um was being increased and the loss to Govemqlent would be reduced. We 
·observe, however, that, in spite of considerably increased output, the collieries 
al'e still being run at n loss and that, for the last thr,e years at least the loss 
bas been increasing. The system of charging for coal at present is that the 

'.coHieries supply' coal at cost to the Railway system owriing. them and at, 
, "market pr..iee to foreign railways. We. are dpubtful whether it would be justi-

fiable to continue this system when, as will shori¥y happen, all .the Railways 
'areowlled by the State. It is open to ·quflstion whether the CQrrect principle-



r· " .of a~counting when one industry is owned by 8:nQthe~ is fort~e subsid~~, 
industry to charge t4e main industry the full marke~ pnce. thus,ltaelf showplg 
a separate profit or ross; or whether supplies to the main industry shoulji be 
made at cost, the profit or loss of the subsidiary industry merging in the 
accounts of the main industry ... Whiche.er system is .followed, the' main 
consideration is to see that the cost (including elements for overhead charges, 
interest and depreciation) at which collieries owned 'by the State are able to 
supply coal to the Railways should ,he discoverable' from the accounts ~nd 
should, as far as possible, be lower than the marke~ price. We should like 
the RaUway Department, therefore, to investigate the position and report to us 
what they consider to b~ the correct PFinciple accordin.i to which charges should 
be made. . , 

22. Financial ITTegularitieB.-We examined-with care the cases of loss, 
Jlugat<>ry expenditure and financial irregularity described in the Audit Report 
and are satisfied that wherever action was required, suitable action has been. 
taken and wherever the loss or irregularity disclosed a defect in system, the 
system has been suitably modified. . 

, 23. We desire in conclusion to place ,on record '.' our.. appreciation· of the 
valuable assistance the Auditor-General has rendered" us throug~ut the sittings 
of this, CommitttJe. We should 'also like to express our 8ppreciatio~ of the-
work of ou,r Secretary, AIr. B. K; Nehru. .,. 

, A-. J. RAISMAN. 

• 
B. K.NEHRU, 'ecr6tary. 

The 6th November i943. 

L. K. MAITRA. 
A. M. A. GHANI. 
HABIBUR RAHAMAN. 
R. D. DALAL. 
RAZA ALI. 
MOHD. AZHAR ALI . 
FAZLI HAQ PIRKCHA. 
T. ALI.KHAN. 
H. M. ABDULLAH. , 
T. CHAP~{AN-MORTIMER. 

REPORT OF THE l\{ILITARY ACCOUNTS COMMITTEE, 1943. 
Weare appointed, in pursuance of the recommendations made in paragrapb 

81 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 Ser.vices and OQIlnected document.s. We have been' assisted in this 
work by the Auditor-General,the Secretaries of the War and Supply Depart-

. ments, the Financial\ Ad~er, Military and Supply Finance, the Military 
Ac!!ountant-General and the Director of Audit, Defence ,Services. The results. 
'of our exq.mination are, as usual, embodied in the proceedinl{s of our meetings 
which we desire to be treated as a part of our Report. The following paragraphs 
deal only with some' of the more imR.ortant points discussed therei:q. 

2. As in the last year and the year before, the Audit Repoli covered the-
results of the Test Audit of all expenditure on the Defence Services initially 
broug~t to .accoUnt in the Indian books, including e~endi,ture fina.lly debitable' 
to HIS MaJesty's Government, without, attempting to distinguish between 
,transactions wholly or. partially affecting one Government or the other. There 
~~s. ?een no change in the yeat" under review in the princlples governing the 
dIVISIon of charges b,etween India and England nor in the'methodR of applying 
those principles which were approved ana accepted by us last year. In view, 
however, of the importance given to the matter of allocation of charges between, 
the ~wo Governments in debates in, the Legislative Assembly, we examined in 
detaIl th.e procedure that had been adopted for the detenniI1ation of such 
all~c,aj;ion. That procedure, briefly, is that all new meosuressanctioned are-
reVlew.ed at a weekly meeting between the Additional Financial Adviser Mili- \ 
tary Finance and the Director- of Audit, Defence Ben'ices and their claAeiflcation 
as 'R .. M. G:, 'Indian' or 'Joint' is decided upon 1w these two oftioers in 
accordance with the principles alreadYRe~led. Further. at the end of each 
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. year Defence expenditure,provisionally ·compiled ·~o. the debit of His Majel;ty's· 

Government in' the absence of the information necessarv to determine the final 
alloc{1tion, is redistributed between the two Governments by these stlme officers· 
actin~ in concert, in accordance with the principles of. the Settlement and wi~ 

. re~e~e11ce .to· the -agreed c~assification' of new. measures. )f a difference of 
opml~n ~es, the ~atter 18 referr~d ~ the Auditor-General wno has the right 
to bnng to the nohce of the Public Accounts Committees Doth in India and 
the United Kingdom any cases in which he considers that i1he clas'sification 
adopted is not in consonance with the principles of the Financial Settlement~. 
The Auditor-General has informed us that neither he nor his officers' have ever 
had. any difficulty in obtaining from the Military Authorities aU information' 
reqUIred for the. proper ·~te~~ination of allocation. We ourselves have of 
co~~se not ~xammed any 10diVld ual cases of a110ca tion ,.and cannot, tnerefore, 
certIfy, nor ~ndeed be expected to certify, that the' a.lloeations made during the-
course of tIie year are. correct. But we have again carefullv reviewed the 
p~o('-edure prescrib~d f~rdetermitV:qgthe clsssification of new measures, together-
w~h .. t~e methods w~ch h~ve been evolved of applying the principles of the' 
FmanCIal Settle~ent 10 the actual allocation of expenditure, which have abeadv-
had our approval, and we have no suggestions for·improvement. . 

3 ... The A~counts of the year under review again bear numerous evidences: 
of t~ st.resses and strains caused' by the impact' of w:ar-on an administr~tive 
machinery which had not been able to prepare itself to meet the abnormar 
conditions which prevailed during the year and· which were, in the latter part-
of it, intensified by the outbreak· of war with Japan and the emergence of the-:. 
~ew threat to India from the Ea~t. Those parts of the machinery for- Defence' 
\lhich appear to. have had most difficulty in adjusting themselves to the new'" 
conditions were the Military Engineer Services and the Stores' Organization. 

4. The Military Engineer BeT-oic6.-The Accounts and the Audit Report'· 
haye' brought to notide numerous irregUlarities of various kinds, some of them 
gra ve, in connection with' th~ executidb. o~ works for- the Defence Services. 
In view of the considerable sums of money spent on these works. and of the-
.fact that this field of. Defence expenditure lends itself most t-o extravagance-
and waste, we thought fit to examine in detail, with especia1 and critical care, 
the procedure adopted for determining the necessity of works,' for entering 
into contracts, for fixing prices and for inspection. Asa result of our examina-
tion we have come to the conclusion that, though the arrangements in. regai"d 

. to all these matters left much t-o be desired, the work of the Military Engineer 
Se~ice, having regard tJ the conditions in which they were called upon to· 
carty out their task such as the- extreme urgency and the great vplume of the 
work, the shortage of fmaterial and contractors, the" inadequacy . of transport· 
and above all the acute shortage of .ski~led technicians and supervisory engin~er-­
ing staff, cannot on the whole be regarded as unsatisfactory. • . 

5. We are assured, however, that steps have been taken to guard against;: 
8 repetition of the mistakes ~ade in ~eyear under :eview. . We a:e glad to see·. 
that it has been found pOSSIble to wIthdraw the vnde powers ~hl.ch had been . 
delegated to Armies and Comn:ands with regard to th~ ~a~ctionmg of works 

. expenditure, a matter about wInch we expressed Gur nusglvmgs last year; and 
thap all· major worke have now to be appfoved by General ~eadquarf,ers bef~ 
their execution can be undertaken. Orders have also been u;sued for the aiS-
continua.nce as far as may be possible of negotiated and single tender contracts· 
and for the reversion to the system of 'Open competitive tender. Reports-

- have now to be sent to the Government of India of eRch work which is 
abandoned before completion and this, we hope, will eliminate the possibility 
of wa&te caused by the too lighthearted commencement of works and t~eir 
equally lighthearted abandonment. The intenlal check' a.gency, wh~~e function 
it is to examine the rates and forms of contract-and to test the qualIfy of work. 
bas be'en strengthened. We trust that these valuable .refomis will have the'. 
effect of re.estnblishincr firm and, centralised control and that the Accounts of 
future' years ,,-m beart:> testimony to their effect in reducing extra,agance and 
waste, 



10 
6: For one difficulty in the way of the IvI. E. S., however, we notice that 

<there has been found. no re:{l1edy . We said last year that we f~ared that the 
.f~U in th~ percentage ·of establishment charges to worke expenditure might be 
:i:n'dicativ~ of a lowering of. the standard of supervision~ That percentage has 
in the year under"review fallen ~ven furtl!er and is now, 4·39 compared fu 6:76 
for 1940-41; and there is little doub~ tha;' supervision over works is now inade· 
. quate. This inadequacy is, as we have noticed above, due to the non-avail-
-:ability .. of engineers. We fear that this shortage is in present conditions only 
partially (if at all) remediable and that we must accept a lowering of the 
'standards of supervision and a consequeptial 10s8 in efficiency as inevitable 
''evils of the war. 

7. Stores.-. We observe with regret that the 1Iiiitary Accountant Genernl 
-has had to make reser~ations in his certificate with regard to stores and has 
-stated that in 'several cases involving substantial values consignees of Defenee 
Department's stqres had not in practice linked ,the goods actually received by 
them with the particular consignments notified as having been despatche~, 
and that in other cases stores accounts. were very incomplete. The Auditor 
;{Jeneral has observed in the Audit Report . that the condition of the Stores 

.. Accounts cannot be regarded as satisfactory. We are informed that it is to 
be feared that substantial quantities of stores may have been lost owin~ to 
-difficulties in transport and the general inadequacy of the Stores Organisation 

"and that beca,use of the failure t-o link issues and receipts, the full· extent of 
the losses cannot be known; it is also certain that fun-· conVol over. stores 
nas been impossible bec.ause of the inadequacy of the accounting. The list 

'·'Of losses listed in appenaices B.I, B.II, B.rn, an~ B.IV which is very. smaIl{ 
contains only those losSes which have .been brought to account, the main lo~ses 

.:baving occurred in items which never entered the Government account' at all. 
8. The difficulties in the way of the Master-General of the Ordnance in the 

matter of 8upervision over and accoun&g. of stores are twofold. . One. as iu 
the case of the engineers-but remediable with less difficulty-is the ~hortage 
.of trained personneL The other is the difficulty, which we discussed at length 
"last year and for which no adequate solution has yet beeD found, of linki9g 
:stores between consignors und consignees. This· latter difficulty. which is not 
peculiar to India, having been experienced in Great Britain and, in an acute 
form in the Middle East, is inherent in the; abnormal conditions of transport 
'in wartime. No adequate remedy for the ills of the stores o:·ganisation W8-1:} 
found in the year under review. nor indeed in the next year in which, we Ve 
-told, conditions were· even worse and the probable losses even greater than"n 

. 1941~42.· • 

. 9. We are assured, however, that the authorities are now fully alive to the 
.~xtreme iIhportance of stores accounting and that steps have. already been 

taken to restore control. Such steps are the appointment of an expert ad ho(' 
committee to examine the administration of arsenals and ordnance depots and 

. ·tomake recommendations for their improvement; ,the appointment of 'three 
'Touring Teams of officers, one each for Medical~ Engineering and Ordnance 
stores, who visit the depots and report on their conditions, making suggestions 
for improvement;· the making of arrangements to recruit' and train personnel 
-for stoek-keeping duties; the appoin~ment of a Controller of Accounts in the l 

Mast-er-General of the Ordnance Branch to devise and enforce accounting 
·-arrangf.ments for stores depots; and tbe appointment of a Planning Committee 
which tours ~nd devises means of control for the accounting, receipt and isc;ue -

'of stores. These measures appear to us adequate to meet the needs of tbe 
situation and. we hope that the accounts of the year 1945·4! will show an 

-improvement in. this regard.' , 
, 

10. Nava.l AccountB.-Allied to this problem is the problem of Naval Stores 
Accounts which was mentioned in our Report last year. We a.re infonned that 
-8~ complete reorganisation of the accounting arrangements in the Royal Indian 
'"N avyhas taken place and that steps have already been taken to recruit and 
.... : 
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train a large .number of offi~r8 for the' newly formtld accounting branch ·of the 
Navy. Th~ position is now better in 'that the'old accounts have started coming 
in, • ~ut is not altogethe~ ,satiSfactory as we are toM· that some of the ~ew 
..accounts are stm in arrears. We 8f'e, however, gia'd to be able to record our 
opinion' that the new; organiBation is being built on sound lines and that it i~ 
expected to have an excellent effect iQ the future. "Ve shall continue to watch 
witp interest the growth of this new branch of the Hoyal Indian Navy and , 
hope that the troubles that are at present being encountered will soon be 

I . overcome. . 
11. Supply Department:-We are indebted to t?e Supply Departmentfo: a 

,valuable exposition of the methods adopted by them to meet the growmg 
demand for war supplies. We studied in detail' the various types of contract..;. 
described in the Audit Beport. and examined generally the Telations of the 
Department with Industry. We were pleased to observe that the initial distrust 
with which Industry viewed Government as a result of which it was generally 
reluctant to give the .latter any ijrlormation abou! itself, is gradually being 
overcome. The atmosphere is now one of mutual C09peration, trust and good-
will; Industrv is now more willing than formerly to disclose its price structure, 
and profit margins and the result is smoother negotiation and generally the-. 
-conclusion of arrangements much more in the public interest than used formerly 
to be the case,' ' 

12. We made a careful investigation into the extent to which Supply Depart. 
ment contracts depend on deta~led enquiries regarding costs. and were satisfied 
that over most' of the field, prope~ costing W11S either the basis of the contract 
itself or the bas!s of negotiation. In some cases ex P08t facto costing enquiries. 
have led to refunds being made on old contracts. Where contracts could not 
be. based ~ on detailed costing investigation, as for example, in the case of th~ 
Indian Textile Industry, we accept the view that in the particular condit:ons 
prevailing there was no slt.emative but to follow the course actually adopted and 
that the results secured, though by no means entirely satisfactory, were the 
best that could have been achieved. "The Auditor-General eXplained to us the 
procedure he followed in dealing with the reports on costing investigation and 
with the reports of Commercial Auditors, upon. whom it was necessarv for 
Government to rely owing to the iIVldequacy of tlie Supply. Department 
Costing Organisation. The Auditor~Gtmer.al and the- representatives 'of the 
Supply Department both acknowledged the . great assistance which had been 
received from the Accountancv profession as a whole and we are glad to note 
the manner in which tie . Supply Department. Costing Organisation, the 
Accounta.ncy Profession and the Indian Audit Dep,artment are cooperating to 
seQure the maximum possible safeguard against wasteful' contracts. 

13. We were cons;derably intarest-ed in the detailed account given to tIS .of 
the efforts being made to utilise surplus, obsolete and waste IItores. The' 
somewhat small Disposals organisation~ which hitherto dealt with these matters' 

, on the Defence sides has, following on the increase of stores and material in 
mili~ry use, been expanded into R Sal~age Directorate which RCts in aec.ordina·· 
tion and cooperation with t,he Directorate-General of Salvage ana Disposals 
which has recently been set up under the control of the SuPPly Department. 
Weare pleased to observe that the use that has already been found by- the 
Salvage Directo4te during the short period of its existence for material which 
WQuid otherwise have been wasted, augurs well for the economies this organisa-
tion hopes in fut·ure to be- able to effect. 

14. We desire to place on record our indebtedness' to the Auditor-General 
for the valuable assistance giyen to us in our examination of the Accounts. 

B. X. NEHRU, Secretary. 

A.. J. BATSMAN. 
C. E. JONES. 
I. ALI KHAN. 
L. K. ~{AITRA. 
A. M; A, GHANI. 
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. . 'lh1P'Sday, the 28th August, 1M3, at 10 A.B. . ' 

. 
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, PRESENT: . . • • . The Hon'hie Sir JEREMY RAISlIAX, K.C.$.I'J C.I.E., I~C .S., Finance Member; 

• Okairman. 
:\1aulvi :i\IOHA?tIMAD ABDUL GHANI, 
Sir Syed RAZA ALI, C.B.E., 
~Ir., R. 1\1:. ABDULLAH, ' 
KunwarHajee ISMAIEL ALI KHAN, O.B.E., 
Mr. T. CHAPMAN-MoRTIMER, 

, Sir RATANJI DALAL, C.I.E., 
Khan Bahadur Sheikh HABIBUR RAHAMAN, 

, . 

Sir LEONARD Wn.SON, Chief Commissioner of Railways, 
Mn .. T. S. SANKARA AIYAR. C.I.E., Finan~ial Commis-

eioner of Railways, 
Sir HU.GH RAPER, 'Member, Railway Board, 
~{r. l. S. PURl. Director of Finance, Railway Board, 
Mr. D. COLIN CAMPBELL, Director of Railway 

Accounts. 

t 

~ At .",bon. 

'J 
I 
~ W itftUtJU. 

~ 
Sir CAJlERONBADENOCH, O.S.I~, C.I.E., I.C.S., Auditor General of India, 
~h. E. R. SESHU ArY~, Director of Railway Audit, 
The HOI)'ble l\Ir. C. E. JONES, C.S.I., C~I.E., I.C.S., Finance Secretary. 

/I 

Railway Department . 

, The Committee commenced its examination of the Railway Accounts with a 
consideration of the action taken on ·the· outstanding recommenda.tions of th:~ 
Commit.tee. . 

-Item I.-The Committee expressed themselves as satisfied at the reduction 
in the allowances of the Chief Mining Engineer from Ra. 800 per mensem to 
Rs. 500 per mensem which had resulted from their recommendation that tb:e 
justification for the allo;wances paid to th~t officer should be re-examined. 

Item 2.-It was stated that, on a further reView of the question, it was found 
that it w~ unnecessary to issue any fresh instructions with regard to the recom-
mendation that the Railway Administrations should make every effort to main-
tain their assets at as high {l level of efficiency 8S po~ible in order to reduce the 

· burden of maintenance arrears to be carried forward.to the future; the necessary 
iIlstpJctions having already been issued to the Railway Administrations in Sep-
· tember 193Q. ' .. 
. . Item 4.-The Committee noted that, although necessary instructions had 
been issued to Railway Administra.tions that they should continue to furnish 

· all explanations -"'demanded bv audit the G. I. P. Railway had once again ~ .' t.I' defaulted in the furnishing of explanations for variations under the suspense 
head .. It was stnted, in extenuation, that the orders in question might not have 
reached the G. I. P. Railway at the time the Appropriatipn A<;<t<>unts for the 
year 194~-42 w~re being compiled. The Committee. howe\'er"ob~rved th~t it 
should not have· been necessary to make a recommendation on "this point at aU 
a"nd they hoped that a repetition of this default would '~ot recur. ~. 

2. Before the Committee went on to the examination of the Accounts proper 
the Auditor General said that he would like to bring to their notice the fact 
that, owing to the war, he badh~d to give up to other Departments of Govern-
ment no less than 33 per cent of his officers and 20 per cent' of his staB; tha,ij 
at the same time and for the same reasons the number and the magniiude of 
transactions that required to· be audited had gone up and that the consequence 
had been that throughout the whole field there had been a relaxation \ (}f the 
standards of audit, a suspension of local audit and a reduction in the quantium 

, i ) 
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of audit. This 'deterioration had firstbeconie noticeable in the Ac~unts for the 
year 1941-42; though in the Railway Accounts there hp,d been no reduction in 
th~ quantum 01 audit so far as the audit of expenditure was' concerned, the ' 
redu..ction "being limited to the trailc (receip~ sid~. He expressea the hope 
that the Public Accounts Committee would in the consideration of the Reports 
placed before them bear in mind the .conditions under which th~ audit staff had 
worked and )Vere working. 

3. The Chairman explained that.the supply of officers trained in the. princiijles 
.of finance was limited, their chtefsource 'Of supply was the Audit. Department· 
and the demand for· them had increased vastly owing to the great increase b£ 
.expenditure necessitated by the war~ GGvernment considered that it was much 
more in the public ·intere~t that spending departments should receive financial 
advice before they spent money than that they should receive criticism~ after' 
the money had been spent. They had therefore transferred a considerable num-
ber of officers from the Audit Department to the spending departments thereby 
·somewhat weakening the- former. The Committee fully agreed that in present 
circumstances it was correct that the limited quantum of financial advice availaBle 
should be applied t9 expenditure at" the source rather than that it should be-
directed to eriticism after expenditure had been incurre.d and stated that they 
would Dot object to the consequential deterioratiqn in the standard of audit that 
the following of such a polic, must necessarily imply. . 

4. The Committee, then proceeded to examine the Appropriation Accounts 
of the Railways in conjunction With the Audit Report and the Re,view prepared 

,by the Chief Commissioner. The Chief Commissioner laid before them a sum-
mary of the a.pproximate financial results of the Indian State owned Railways 
in 1942-43 (Appendix III). "The Committee observed that, in spite of the surplus 
for the year 1942-43 being 71 crores higher than the Revised Estiml;lte, _the share 
creditable to general revenues remained the same, namely Rs. 20·13 crores, as 
under the financial arrangement agreed upon for the year the share of general 
revenues had been specified at a fi.."{ed sum and not as a percentage of the surplus 
and that therefore the excess in the· Burplus now discldsed would go· to -the Rail-
way Resp-rve Fund. They noted that the sums in. the Depreciation 'Reserve 
Fund and the Railway Reserve Fund now stood at Rs. 82t crores and Rs. 8i 
crotes respedive ly, there being no ·li\bilities remaining to b& cleared .. 

5. In considering the details of tJ.·affic receipts the Committee observed 
that, as was to be expected, the initial increases after the year 1938-39 were 
proportionately more under goods' earnings than4 uQder passenger earnings,but 
that lat-er on the trend had been reversed and passenger earnings were increasmg 
more rapidly than goods earnings. In answer to a question it was stated t.hat 
the proportion of the Railway inCome directly attributable to military movements 
was Rs. 29 crores out of a total of RI:!. 154 orores in the year 1942-43. • . , 

6. In examining the statement comparing the variations between Estimates 
and Actuals over a series of years of the ordinary working expenses of the Railwa.\ 
as a' whole, the Committee noted that the percentage variation of act~al expen-

, diture from Budget during the year under review was 8·5 which was an abnor-
mally high figure. It was explained, that this variation was mainly due to a 
post-Budget decision to debit to revenue certain special adjustments in respect 
of (I) the branch-lines dismantled during the year and in the previous year, (2) 
n.8sets abRndoned before 1924-25, and (3) the sanction of dearness allowance; 
it/ was also in part due to the greater cost of, and freight on, coal on account of 
larger consumption and larger receipt of coal from distant"sources. The Com-
mittee observed that the decision to. debit to revenue. charges on IWCOunt of the 
dismantled branch-lines and the abandonment of assets before 1924-25 as also 
t·he decision to chargo expenditure on renewals of ballast to ordinary maintenance 

• instead of to the Depreciation Fund (which was given etJectto in the year under 
review for the first time) were aU' changes in aJjoounting in the direction of con-
servativefinance and were to be welcomed. . . 
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7. "'ll(~ (~oDlmittee then went into tlie uccoWlting of the dismantlement of 

brnncp. lines., It was. explained .that on State-managed RaUwayk the coat oi 
dismantled lines (incluaing the cost of land) was written off from the capjta!· 
accounts. the Depreciatio~ ReSfrve Fund, J>eing debited to the extent. of the-
oontributien already made to the Fund in respect of the line and the' credits for 
released materials. the balance being debitFd to revenue. On Company-managed 
lines. however. the capital cost of the dismantled lines less, the credit for the 
released materials remained at debit of capital, the difference in the treatment 
of these charges between State-managed and C,ompany-managed Railways being 
due to the fact that the Companies' eontracts did not. strangely enough, include, 
any provision for the writing down of capital and that it had been founa impos-
sible to persuade the Companies to accept such a writing down. It was further 
sta~d that the War Department had accepted in principle that they would pay 
for re-Iaying the line where it was known that it would be relaid after the w.~r, 
but it had not yet been decided whether they would pay the cost of relaying now 
on the basis of estimates or whether they would pay it at the time the line was 
a9tually relaid. Nor had it been decided whether any compensation would .be-

_ paid by them for loss of eam~ on remunerative lines. 
In answer to a question why the CaWnpur-Khairada line of the G. I. P~ Rail-

way (which the figures showed to be very remunerative) had been dismantled, 
it was stated that though the line was remunerative it was not essential as it 
was a chord line and ~he traffic it earned could be carried on tlle main line. The' 
track was required for military depots and waS not avai,ble elsewhere. 

8. The Committee then proceeded to an examination of the Appropriation 
Accounts of each grant separately. 

Grant No. ,6A.-Maintenance'of structural work8.-The Actuals in this Grant 
exceeded the Budget provision by nearly 3i crores or 40·4 per 'cent, tne chief 

, causes contributing to the excess being the 'write back adjustment between this. 
'Grant and Grant No. 12' (Capital) owing to the post-Budget decisions mentioned 
in paragraph 6 above. ' 

9. Grant No. 6B.-Maintenance and 8upply of locomotive powtr.-The supple-
mentary gra,nt of Rs. 1,00,85,000 taken during the year was the highest yet 
obtained under this Grant. It was explairied that this was due to the traffi,c 
being also the highest ever experienced by the Railways. Even this supple-
men,tary grant, however, proved insufficient and there' was, a votable excess of 
Rs~ 1,61,305. ' 

. . , 

10. Grant No. 6C.-Maintenance of carriage a,nd ',:wagon sta/f.-The saving 
on the Budget was the highest so far recorded under this Demand being due 

. pJirtly to wbrks not being executed for want of materials and partly o'!ing to the 
workshops being ooc.upied in executing urgent war orders, t4us making it im-
possible for normal maintenance work to be done. . . 

11. Grant No. 6E .-:-Expen8e8 of Traffic DepaTtment.~There was an un-
covered votable excess in this Grant of Rs. 10,70;78.1 being made up of a variety 
of small items ~ounterbalanced by others. ' • 

12. Grant No. 6G.-Afiscellaneou8 ExpenseB.-The variations in this Granti 
compared both to the. Budget and to the final Appropriation :were very heavy 
and there was an ultImate votable excess of Rs. 47,47,554. The main oauses 
of the uncovered excess were the suspense heads, "Miscellaneous Advances" and 
"Demands payable" mainly on account of works wuierlaken on behalf of 'the 
W a~ Departmen~ the cost of which could not be adjusted with that Departmenj 
dunng the ye.ar In the ,absence. of necess8!y p.articulars; part of the excess being 
als? due to mcreased expendIture on rur-rald precautionary works on all the 
RaIlways. , 

With reference to ExPlanation (iv) under the head '" 'M'iscel1an~u8 Advances f' 
namely "'Payment by debit to this 'head of firms bills pending ~learance o~ 
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receipt.of matepala", a member suggested that this practice ~ advance payinen~ 
might be undesirable at present in view of its .in6ation~ tendencies. It was· 
explain-ed by the Chairman thatsadvances of this kind had had to be made in the 
earlier. days .of the war wh@n firms vet'f often suffered '.from a paucity of working 
capi~ly that this practice should under present conditions be discouraged, but" 
that the whole question would be reviewp.d in detail by the Military Accounts-
Committee when examining the Accounts of the Supply Department. 

13. Grant No. 6H.-ExpenB6B' of Electrical Depattment.-Attention was-, 
drawn to the audit note to the effect that the procedure followed on the Eastern; 
Bengal, G. I. P., and E. I. ~~ilways in the adjustment of the cost of electrica.l 
energy supplied to workshops seemed to be capable of improvement.. It was· 
'explained that on the first two Railways the practice was. that the rate charged 
to workshops for electrical energy was a flat rate which' did not take account of 
variations in the cost of production. On other Railways, although a fiat rate· 
was charged throughout the year an adjustment was made before the close 'of 
the year on the basis of actual cost, this adjustment being made on tire E. 1._ 
Railway after the close of the yea~. The Railway Department had, however~ 
already issued instructions to the effect that the practice prevalent on other" • 
Railways, which was 'considered to be more in consonance with correct accounting: 
principles, should be followed on these Raihvays as well. ; 

• 
, 14. Grant No. 5.-Payment to Indian States and Companies.-There was an' 

excess in this Grant of Rs. 16,52,694 over the final voted Appropriation, the· 
reasOn being that owing t<> the improvement in earnings during, the year the-. 
share of net earnings payable t<> worked lines mcreased beyond expectation .. 

\ 

.j , • 

It was pointed out.in connection with this Grant that. the bulk of the surplus: 
profits due to, the B., B. and C. 1. Railway in respect of the first 9 months of, 
the year could not be paid before the 31st :March 1943 owing to delay in making 
up the Accounts. .In order, however, to avoid a lapse of the Grant a book 
adjustment was carried out with the Railway Board's approval c1editing H~. 13'9'J 
lakhs to the non-Budget suspense head "Deposits". The Railway Board sug-
gested thut in makij:lg this adjustment they had followed the practice in. furce 
with regard to the payments. to workedlin,es and that if in future they allowed 
such a grant to lapse, as was suggested, the allocation of profits between general. 
revenues and Railways might be affected. The Committee were ,of the opinion. 
that the practice followed '\'ith regard to worked lines was in the interest of 
accuracv of commercial accounting, that this case rested on a different basis •. 
that in" future. the normal rule should be followed and where a payment' could' : 
not be effeeted during the course of the year the device of taking it. out of 1:h2 . 
budget by crediting it to suspense, which was irregular in that Jt avoided a votEt 
of the Assembly being taken, should not be followed. A similar question was. 
not likely to arise except when a contract with a Railway Company was termi-
nat-ed and it was 'suggested that if final payment could not be made before the-
close of the year a provisional payment should be made in order to avoid the 
entire Grant lapsing. It was understood that in the present case even a provi-
sional payment could not be made as negc:>tiatiQns had not gone f~r enoug\t tOe 
allow of this being done. 

. , 
15. GriLnt No., 11.-,Capital-New con8truction.-Th~ Committee observed 

that an item of ~aving was due to the transfer of the cost of certain junction-
works on the. N. \V, Railway from this Grant to Grant No. 12. They agre~d 
with the Auditor General that as the etpebditure had already been voted and 
incurred under "Capital" in 1939-40 and the transfer was intended only' to rectify 
the previous misclassification wit·hin that bead. it Bhoul~ have been made without 
financial adjustment to 3~oid the same expenditure being yoted on twice by the 
Legislature .. The Railway Board accepted. this view and inflended to issue-
instructiops accordingly. . 
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:ProCeed"' .. of the 8IOOIld meetlq 01 \be Public Acco1u1\8 Oolqmlttee helcI on 
JIll..", the 27th Augut 190, at 10 A. ... "'-. 

" .. PRESEfT : -
The Hon'ble Sir JEREMY RAI8MAN. X.C.S.I., C.I.E., I.C.S., Finance Member. 

Maulvi MOHAMMAD AB:OUL GHANI, 
Pandit LAKBHMI KANTA MAITR11, 

• Oharmlln. 

~fr. H. M. ABDULLAH, ,. 
Kunwar Hajee ISMAIEL ALI KHAN, D.B.E., l 
Mr. T. CHAPMAN-MoRTIMER, 
Sir RATANJI DALAL, C.I.E., 
-Khan Bahadur Sheikh HABmUR RAHAMAN, 
.Sir LEONARD WILSON, Chief Commissioner of Railways, 
Mr. T. S. SANKARA MAR. C.I.E .• Financial Commis-

sioner of Railways, I 

~1r. I. S. PuRl, Director of Finance, Railway Board, 
lfr. D. COLIN CAMPBELL, Director of Railway 

Accounts. . 

Sir CAMERON BAD&VOCH, C.S.I.~ C.I.E., I.C.a., Auditor General of India, 
~fr. E. R. SESHU AIYAR, Director of Railway Audit; , 
The Hon'ble Mr. C. E. JONES, C.S.I., C.I.E., I.C.a.; Finance Secretary. 

16. Grant N(). 12.-0pen line work, (Oapital" and Depreciation RM6n6 
Fund).-The saving in this Grant compared to the budget provision was as high 
~as 60 per cent. Part of t}Us saving was due to t,he post~Budget decisions mention-

. ed in paragraph 6 above as aresuW of which sums amount~ng t.o about 21 crores, 
which would otherwise have been debited to this Grant, ,,-ere debited to revenue; 
.and part to unanticipated credits received from the War' Department for the 
-Talue of permanent way t rolling stock, et.c., sent oyer.eas.. The other main reason 

,for savings was the-inability of the Railways to carry out the approved works 
'Programme; the chief cause of this .. inability being the non-receipt of materials 
:fromthe United Kingdom and the United States of America. Tnere had been 
long delays in the receipt of materials OWill~ to difficultie: in manufacture and 
.of transport which were not, and coUld not have been, foreseen at the time'tbe 
Budget Estimates were framed. When materials ordered from abroad would' 
'be received depended almost entirely on general 1VRr conditions and to be able 
to foresee how much wouJd e.rrive by a particular date was tantamount to being 

. ·able to foretell- the course of, the war. It was suggested tha.t the Committee 
~hDuld not, on the basis of the large saving in the year under review, recommend 
.3 large lurap sum cut, for it might well happen that, owing to the changed for-
• tunes of war, ,the receipt of materials from abroad ri\ight be expedited in the 
·euqent and future years. The Commi~e accepted as adequate the explana.tion 

. given for the saving and agreed that no change in the present procedv-re for deter-
mining the magnitude of the lump cut was necessary. They did however feel 
··that it should havabeen possible t{) surrender towards the cl~se. of the year 
.a'larger sum than was actually sUlTendered and thus reduce the percentage 
varia,tion of actuals from final appropriation from the very high figure of 25·9. 

17. Grant No. 9A.-Repayment to Depreciatian Re8erve Fund.-No provi· 
sion for repayment to the Depreciation Reserve Fund was !J1ade in the Budget 
-us the Railway share of surplus was, at the time the Budget was fr,amed, pro· 
posed to be appropriated to the Railway Reserve Fund, but it was subsequently 
decided that the amount should be utilised for the repayment of the loan taKen, 
from the former Fund. A supplementary grant was obtained but it proved 
'inadequate and there was an uncovered excess of Rs. 88,47,748. 

The CommitteeJagreed rorecommend that this excess as well as the uncovered 
-excesses in the voted Grants Nos. 5, 6B, 6E and 6G-the reasons for which 
-they had alreadv ~xamined-should be regularised by a vote of the Legisla~ure. 
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18. After ext\illllllllg the statements showing irregular reappropriations and 

important misclassifications listed in Annexures '1' and ';1/ .to the Appropriation 
Accounts, Part II, the Committee went on to examine the defects in budgeting 
listed- i~, ~n~xure 'B' to the Chief C~missioner's Rtlview. They noted that 
the number of defects this yeat had gone down to 25 compared to 30 last year, 

, ·but were of the opinion that. the mistakes continually ~ade in budgeting under 
. Grant No .. 12 clearly showed the necessity of improving the procedure for budget-

ing under suspense. It was· explained that general instructions on the subject 
had been issued but that the working out and adoption of detailed and systematic 
procedure . had been left over till after the war as i~ was considered undesi('able 
to -throw any avoidable work_-on the Ra.ilway Administrations at thepr8s·ent 
time. - The Committee agreed that the introduction of the new procedure shotdd 
be postponed but hoped nevertheless that future years would continue wshow a 
reduction in the total number of mistakes detected. 

19. rfhe Committee then reviewed the more important cf:lses where-_ e,xpeooi-
tura was booked in the Accoimtsunder a different head· from that under which -
provisioll had been made in the Budget. n was explallied that on the Civil 
8ia~ the practice (prescribed at the instance of the Public Accounts Committee) 
wa~ that .the classification. of expenditure in Accounts followed that in th~. 
Budget even t!J.ough a mistake might have been made at, the· time· of the pre-· 
paration of the Budget. The practice on the Railway side (also approved by the 
Public Accounts Committee) was to take expendito/e to the cOrTect account 
head irrespective'''''of budget classification, the reason for this difference being 
that a. contrary procedure ~·ould vitiate the commercial natUre afthe AQcounts. 
\Vhere an important change of classification was decided on during the year the 
Auditor General's concurrence was obtained. The Committee expressed them-
selves satisfied with the existing PrQcedure. _ , 

20. The Committee then went through the Capital Statement of State Hail-
ways in India, the Profit and Loss Account of Strategic Lines, the Statement f#f 
Stores B,alances, the accounts of the Depreciation Reserve Fund and the stat~­
ment ghowing remissions and abandonment of claims to revenue. ,In connection 
with this last statement it was enquir~d why remiSilions of wharfage and 
demurrage were anowed to so great an extent, particularly on the Eastern 
Bengal Railway. It was explained that these charges were often on account 
of military traffic and also that the Eastern Bengal'Railway was somewhat liberal 
in the matter of remissions as they had to fnce competition with river transport 
eompames. The 'Committee did not re2"ardw;th favour, in view of present condi-
tionsof shortage of wagOns, the practice of waiving ~harfage and demurrage 
eharges. They were, however. assured that instructions -had already heen 
issued by the Railway Board tightening up the ruies ~5th regnrd to this matt~r 
and directing tha"t the rules shoulrl be more rigidly apl'lien. • -

2'1. The Committee then examined·· i~ . detail the 1088e8. nugatory. e~enditure ' 
and financial irrerrmarities described in Cbapt€r II of the Audit Rep6rt and were 

.. generally satisfied that wherev~r action was required suitable action .~<l-been 
taken and that ~'herever the loss or irregularity disclosed a defect in syStem 
the system had been suitably modified. ' . 

22. With regard to the' centinued losses on Railway collieries which had from, 
time to time. engaged the attention of the Public Accounts Committee,· the COrb-

. mittee observed that.. in spite of the present increased out-turn,. they were still 
geing run at it loss. It was stated that the sy-stem of charging for coal was that 
collieries supplied coal at cost to the Railway system which owned them and 
&t market price to foreign railways. It was suggested that when 'all the Rail-
ways were owned by the State {which would shortly be the case) the system 
of charging differential ~tes to difieren.t Railways should be abandoned and ihat· 
supplies to all Railways should be made at actual cost. This raised the question 
whether the correct principle in the csseof a ~:mb8idiary industry owned by 
another jndustry -was ,that the subsidia~ industry should charge the main in-
dustry the aciual market price thus itself also showing a separate profit ot' IoIJs 
or whether it was for strpplies· to tile main indus.tty to be made at actual eon, 

, 
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the profit ot 10s8 of the subsidiary industry merging ill the accounts of the main 
industry. The Co:dMnitte~ did'not commit themselves to either view but observed 
t.hat whichever 8ystem wasfollow:.ed the main consideration was to see that 
the cost (including elements for overhehd charges, interest and'depreciation) at 
'which collieries owned by the· state~ were able to supply coal to the Railway~ 
should be discoverable from the Accoutlts. They desired that the Railway Board 
should make such investigation as may be necessary and shOUld report to the 
Committee next year what they considered to De the correct prirlciple according 
t<> which charges should be made. 

23. In concluding their examination of the Railway Accounts the Committee 
~xpressed their agreement with the Auditor Genera.l's conclusion that, considering 
the magnitude of transactions on Railways. the results of audit were generally 
satisfactory . 

Jtroc .. odina of tbetldn1_etiu of .. PaWic AoooaDtI OomDiitteehe14 on 
Sd1Irda1. \he I8Ua Aquat" 1M3, M 10' a.m. 

PItBSE!Io'"T : 
The Hon 'ble Sir JEREMY RAISMAN, K.C.S.I., C.l.E., I.C.S., 'Finance Member, . 

" 1Iaulvi MOHAMMAD ABDUL GIBNI, 
Sir Syed RAZA ALI, C.B.E., 
Mr. H. ,M. ABDULLAH, 
Kunwar Hajee ISKAIEL ALI KHAN, O.B.E., 
.Mr. T. CBAPMAX~1t-loRTllIEB, 
Sir R..\TAXJI DALAL, C.I.E., 
Khan Bahaqur Sheikh FAZLI-HuQ ,PlRACHA, 
Khan Bahadur Sheikh lliBIBUR RAHAJfAN, 
lIr. W. H. SHOOBERT; C.I.E., I.C.S., Director General 

9f Post.s and Telegraphs, 
:?<.ir.P.'J. EDIWNDS, C.I.E., Chief 'Engineer, Posts nnd 

Telegraphs, 
lIr. ~f. K. SEN GUPTA, C.LE., Financial Adviser, 

Communicationa, 

Chairman. 

1 
~ M.mbers. 

I 
J 

} Witn ...... 

J 
Sir CAMERON BADBNOCH, C.S.I., C.I.E., I.C.S., Auditor General of India, 
Mr. ~I. SUBRAHIIANYAN, C.LE., Accountant General, Posts and Telegraphs, 
~Ir. R. NARAYANASWAMY,. AssistAnt Financial Adviser, Communications, 
fie Hon'ble Mr. C: E. JONES, C.S.I.; C.I.E.~ I.C.S., Finance Secretary. 

_ • Pods and TeZegmpM Depa,1iment. • • 24. With reference to their outstanding recommendation that the Depariment 
should take steps to see that the arrears which had accumulated of case8 of 108ses 
awaiting orders for adjustment should be speedily cleared oft, the Committee .. 
were infonned that the accumulated arrears had been reduced from Rs. 3,04,158 
at the end of 1940~41 to Rs. 2,21,558 at the end of 1941-42, and that it was 
expected that the accumulation would be still furtaer brought down 8.S a result 
of the instructions which had been is~ued for the speedy conclusion of depat't-
mental proceedings. 

25 .. The financial results of the working of the Department showed that 
revenue amounted to B.s. 15-89 crores against an expenditure of Rs. 12·49 crores, 

'leaving a net surplus of Rs. S·40.-crOres as against a surplus of Rs. 1·25 m·ores last 
year. Of this 8't1rplus Rs. 1()() lakbs which was regarded 88 representing the 
proceeds from increased postal rntes, etc., the increase of which had been sanc-
tioned as a measure of taxation. was transferred to gt'neral revenues, the balance 
'Of Re. 2·4(J lakhs being left with the Department. This, added to the f;urplllS 
-of Rs. 174 lakhs carried forward from the previoUl~ year's account, brought the 
accumulated surplus to the end of 1941-42 to 8 little over Rs. 414 lakhs. As. 
lndieated in paragraph 73 of the proceedings of the Public Accountf; Committee 



HI . . 
<>n the accounts of 1940-41, only Rs. 100 lakhs of this accumulated surplUl would 

~ . .earp interest far t·he Posts and Telegraphs Department. 
.' . 

'FIle Committee regarded these results as satisfactory· and were pleased to 
observ~ that. as in the last year every ~ranch of the D~artment, including Tele-
graphs and Radio, which in norm~l years. were· usuallf run at a loss, were run 
at a profit. It was explained howevel\, that a considerable percentage of the 
revenue.on Telephones and Telegraphs came at present from other Qovernment 
Departments, the percentages roughly· being· 50 per cent of the telephone trunk 
revenue and 20 per cent of the telegraph revenue. -

26. The Committee then went en to examine the accounts of the Renewals 
Reserve Fund on the subject of which the Departmf)nt had presented them 
with, a memorandum (Appendix IV}. They observed that the debits to the 

· Renewals Reserve' }"'und had steadiry gone on incteasing and h1td, ever since 
1940-41, been more than the annual a.edit, inspite of the annual contribution 
from revenue to the Fund having been raised from Rs. 23'05 toO Rs. 25 lakhs as 
reported to the Public Accounts Committee which examined the Accounts of 
· 1940-41. The debit, expected during the year 194344 was no les8 than Rs. 58·47 
lakhs as 82'ainst a credit of B.s. 25 lakbs and the result would be that at the end 
of the year the balance of the Fund woufa be no more than these Rs. 1,44,28,000 
representJng 6'85 per cent of the capital at charge as against Rs. 3,06,91,000 in 
1936-37 representing 17'41 per cent of such Capital. The Committee were in-
formed that t.he Government of India had decided that to remedy this Stflte of, 
affairs a lump sum contribution of Rs. 150 lakhs should be made t{) the ]'undfr 
by way of replenishment out of the accumulated surplus at the end of 1942-43 . 
thus practically doubling the balance at the credit of the Fund at the end of that 
year and bringing it up U> the level of 19.36-37. It was also suggested that a • 
re\;ew of theanDual contribution to the Fund should be made at the end of 
1944-45 by which time the Department would gain experience of the requirement 
for renewals of the telephone systems taken over from the licensed telephone 
~mpanie8. By that time also the Telecommunications Development Scheme 
of Rs. 16 crores was expected to be completed. 

The Committee' approved of this lump sum grant to the :aenewals Reserve 
Yund so as to replenish the balances which they felt ,were below the margin of 
safety. They were however not· satisfied with the absence of any principle 

· goverlling the grants t{) the Renewals Rese.rveFund "'hich had hitherto been 
determined on 'a purely empirical basis and which had resUlted at first in the 
F\md recelving credits in excess' of needs and later,in receiving credits less than 
were required. They deflired that the Department should make a detailed review -
of thei)Qsition and should work out a basis on which payment into the FUJ)d 
shQuld be re~lated. 'rhis basis could be purely actuarial or it could- be deter.: • 
mined with reference to the lives of assets-the determination of "life" taking 
into account also the rate of obsolescence. \Vhat was important, the Committee 
felt, was that the purely ad hoc determination of the 'contribution which had . 
proved ~~o unsatisfactory should llOW giYe place to a determination based on 
principle. " . 

27. The .committee then went 'QP to consider the Audit Report. They com-
meuted upon the very large savings amounting to 60'3 per cent and 63'8 per cent 
l'espectively in Grant No. 70.-Capital Outlay of India. Posts and Telegraphs 
Department (outside the Revell.ue Account) and Grant No. 71.-Stores and . 'Yorks 
Expenditure (outside the Revenue A.ccount). It was explained thnt in the CRaft 
-of the former the.sa";ngs amounting to lls. 8,30,000 out of a total of Rs. 13,76,000 
were due mainly to the sbe causes as "the savings in the capital grant of t,he 
Railways, namely, the postponement of works ,and the non-availability, of , 
materi~ls the fonner being in itself often the'result of the latter. The Committee 
a reed that in war time conditions' aud the extreme uncertainty with regard to() 
.. :e availability of materials caused t.hereby, accurate budgeting was not to be 



• exp~ot.eq. but hoped that it would be.poSsible to avoid such heavy Iarge.variatiou 
in future. - . As regar4s ,the saving in Grant No., 71 t it was explained that a sa-ying 

'Of Rs. 16 lakhs out cif the total saving of Rs .. 251 lakhs was due to stores pur-
chased not having been pgjdfor before th~ ciose-'of the year. The reason -for non-
payment was that bills 'Yare pr~sented by the; firms too late in in" the year for-
them to be examined ahd passed before the end of the ve.ar and this late- . 
presentation was in it.self largely due to roa·ny of the firms with which the Depart-
ment dealt not having sufficiently· tminedstaff. The Committee ac~epted this 
explanation and remarked that the -sum of Rs. 16 la1ms, though ltirge in itseU, 
was comparatiV'ely 'small when ('( mpared to the total turnover on this account 
which amoUlited to about Rs. 2 crores.' The rest of the saving in this Grant was 
mainly due. to larger, sales of stores to other Departments. to meet defence 
requirements. 

28. The Committee then reviewed.the statement of saviilgs snd excesses· 
on the voted Grants and noo-voted Appropriations .as compared with previous 
years, commented on the good budgeting Under the voted portion of Grant No, Hi 
which showed a' variation from budget of only +·02 pet cent and agreed to re- : 
commend' t~e regularisation by a vote of.the Legislature of 'the small excess of 

. Rs. 2,72,265. 

29 In .discussing f~her the saving in Grant ~o. _7Q it was IJointed out that 
a conspicuous omission in the year under report was the absence of any cut for 
probable savings though the necessity of making adequate and effective lump 
sum cuts was stressed by the Public Accounts Committee in their report on the 
Accounts for 1987-38. It was explained that before presenting the budget. under 

. this Grant to the Finance Department the Po-st-s and Telegraphs Depnrtment had 
themselves made a cut of 17 lakhs. The Fi!lance Department therefore d.id 
not consider it necessary to make a further lump sum cut, but, in aooepting the 
budget, stipulated that defence works should be met out of -the budget, wit-houis 
further provision up to a -limit of Rs. 15 lakhs, ~this stipulation in effect operating 
as a hidden cut of Rs. 15 lakhs. It was further pointed out, in iITustration of 
the uncertainty of budgeting in war time, that though in 19~1-42 there-- had 
been large 9avings, in 1942-43, inspite of there still' being no lump sum cut, the-
Grant had been exceeded. The Committee accepted the explanation given as 
adequate and further obsery~d that the justification for lump sum c:ute which 
were -designed to prevent recurrent savings in works budgets and to> codhteract 
the over-optimism of engi.neers, was not stranB in war- time as in times of peace . 

• , 30. _ The -Committee then went on to examine the :fina~cial irregularities, losses· 
, etc. detaned in the, Audit Report and observed that, though the number of cases 
. of loss had gone down 'compared to the ~1ast two 'years, the amount involved 
waaconsiderably great~r. The increase in the amoupt was hQwever explained 
as beiQ.g due to heavy losses in four large cases. The Committee' were pleased 
to observe that extta-departmental agents in charge of Bub,_ and branch post 
offices were responsible only for 12 per CE!nt of the totallosB to the Department. 
iJre share for which this class of elPployee was reapoll$ible being the least since 
1935:00 both in nU1Jlber and the amount involved. ThiS reSult 'it was stated 
was due to a furt~er_ tiehtening up of the regulatio~s governing these agents. The 
Committee were furtner pleased to leam that the percentage of 108S in the 
Post Office to total turnover was as low as "008, the comparable 'figure for the· 
United Kiitgdom being ·05. They also noted with satisfaction t·hat none. of the 
cases of loss disclosed aI\,v defect in rules; but obsen'ed that the rules had on 
occasion not been enforeed. . 

31.- With reference 10 the particUlar case of ,miuppropriaiiOD of telephone 
revenue in patagrapn 27 of the Aucf'rlrReport and the audit oomment that"non-
observance of th.'prescribed ftdes and laxity of slij>ervision facilitated the fraud"" 

. .. 
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-;and that "the 'question of,eontributory negligence 011 the part of departmen~al 
<>ffic.j"ls has not yet been t"en up nor has any remedial acti~n'b~en taken so far" 
it was stated that -departmental action was now being taken ,f}nd orders for th~ 
-adjusttnent Of the-i>alance of the loss ~hich had not be7.n recovered in the shap-e 
of fine would be issued inimerua tely after the' close of the departmental pro-
-ceedings. • . 

32. The Committee then proceeded to eX,amine the detailed Approprjation 
Accounts.' At,tention was drawn to the audit comments under Grant No. 10, 
Bub-head 'c' General Administration, to the effect that the credit under the head 
"'Stock Adjustment Account" included a net credit of Rs. 1·00 lakhs "on account 
-of revision In rates which were enhanced from 1st April 1941 so as to allow a 
margin for anticipated rise in prices", that "the value of st-ock in hand and 
-of purchases made was written up", that "as, the anticipated ~se in prices did 
not materialise the rates were in some cases brought down", t\tat "the revision 
of rates to include I:t llHtrgin for anticipated rise in prices was not authorized by 
the rules" and that' ~he ad option of the procedure result-ed in the issue of 
stores for departmental works or for sale at a higher value, than was justified". 
It* was stat·ed that -the Department did not accept' in' toto the 'charge tllat the 
value of stock had been inflated in anticipation of the rise in prices, phat the 
~acts were still under investigation and that if the charge proved to be correct 
instructions would 8e issued that this should not recur. It waS further pofuted 
.out that the rules did provide for. a writing up or-"Titing down of stock if the 
'yariation in price was more than 10 per cent and that the practice was that ~tock 
was valued on the basis of average cost, i.e., if later purchases were made at a . 
higher price the entire stock. was revalued at the average price. The 'Audit<>r. 
General while ngreeing withtheavel'aging of the, ,price of stock was of the'· 
()pinion that the correct principle was' to show stocks at the market value or cost· 
'wRiche'\T@r was less and that srook should never be written up on the basis of an 
anticip~tedrise. The Committee_were disposed to agree with the Auditol' General 
but as neithe~' the Jactsof the case nor the' rules were clearly known they desired 
that a report should be submitted to them on the matter on consideration of 
"which thev would' make a fina1 recommendation: 

~ , 

33. 'fhe Committee conlDlented upon' the large variation in the non-voted 
. Appropriation under sub-head 'F'-Engineering Expenses of Grant :Ko. 10. It 

was explained. that a largellumber of non-voted Engineer officers had gone on 
field service and their places. had been taken. by jUn\or and lower paid officers. 
'The savings in the non-voted portion orthe Grant accounted for the variation. 
which had ~een noticed.. The CommIttee noted with approbation the 'very small 
-variation amounting to '07 per cent~avjng and '04 per cent. excess in tke~~ry 
large sub-head • J'-' Postal ExpeQses of Grant No. 10. 

, ·34. After going through the statement of losses written off, the Committee. 
examined thelttatement of transac~ons under "Stores Suspense Account". In 
their report on the ~ccounts for 1988-39 the Public Accounts Comntittee recom-
mended that as the stock limit for stores Hppeared. to be too low the question 
-of· increasing the limit 'should be conBider~d B() as, to avoid giving rise to an 
-apparent irregularity in regard to the balanc~ of stores. It was however 
decided by Government fhat no upper limit for the working balance of storeS' 
need be fixed at present. due to the uncel'tainsituation al'ld that. the excess if any 
in the actual balance at the end of el1ch financial year should be regu'Jarised by 
issuing necessary sanction after the balance was known, The total balances at 
the end of 1941-42 amounted to Rs .. 65 lakhs. These were -considerably in excess 
.of the sanctioned limits but it appeared from a comparison ofthi~ figure with the 
figure of issnes Jor the year (181 lakhs) that the b~lance in hand was no more 
than 4 months' requirements. The Committee were of the view that having 
regard t.o war time conditions and particularly to the Telecommunications Deve-
lopment ScheU!e the balances \Ve~e by no means excessive. 
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ProceediDp' -of \he fourth Ul .. tiD& Of Ule Pablic lccolUlUOoiDmittea held. _ 
Ko!Iday, ,the 8OIh'A.ups\. 1M3, ., 10 a.m. " 

« PU$El(T: 

The Hon'ble Sir JEREMY RAISMAN, K.t.S.l .• C.LE ... LO.S., Fillanee Member, 
( ·Ohairman. 

l\laulvi l\IoHAlOlAD ABDUL GHANI, 
Sir Syed RAZA ALI, C.B.E .• 
~lr. H. ,M. ABDULLAH, 
Kunw~r Hajee ISMAIEL ALI liUAN, O.B.E., 
Mr. T. CHAPMAN-l\!ORTlMER. 
Sir R,~TANJI DALAL, C.LE .• 

Khan Bahadur Sheikh FAZL-I-HuQ PIRACHA, 
Khan Bahaduf Sheikh lIABmuR RAHAl\IAN, 

-Department. 

l1fembers_ 

J 
:Mr.'D. L. ~IAZUMDAR, I.C.S., Joint; Secretary, Labour } 

Khan Bahadur, :MOIID. So~AIMAN. Additional Chief TfitneSRf?8'. 
Engineer, Ceub-al Public Works Dep~"\rtment. , 

Sir CAMEROS BADENOCH. C.S.L. C.LE., I.C.S., Auditor General of India. 
-':.\Ir. S. C. GUPTA. Accountant Gener9.l,Central Revenues. 
1\11'. 1{AUSAQ L.u~. Assistant Accountant General. Central'Revenu8s. 
The Hon 'ble )lr. C. E. JONES, C .S.L, C.I.E .. I.e. S., :li'inance Secretar'y. 

.. Labour Department. 

."", 

35. 'Ihe Committee reviewed the works expenditure for the year as a whole 
and observed that, unlike the pre"ious three -years when savings had occurred 
uruuterruptedly, the results of the year under report disclosed a net excess of 
5'32 per cent over the consolidated provision for works expenditur~ under all the 
Grants and non-voted Appropriations taken t-ogether .. The main excess amount-
ing to Rs. 10,81,000 was under Grant No. 6O-Civil 'Vorks, but there were also 
excesses under "Tribal Areas" and ··Baluchistan~· as . well as .. for the first time 
in many years, in Grant ~o. 48-A viation. With reference to paragraph 7 lIf 
the Committee's Report on the Accounts for 1940-41, which recommended that 
in the next year, .noMe there should be no lump sum cuts under the heads "Civil 
Works" and • 'Tribal Areas" aU other provision fot works should as before remain 
subject to that cut, the .Committee discussed ut length whethe. they should 

~ reaffirm or modify that recommendation in the light of war time conditions, 
and the results of one more war year now before them. They <tame to the 
cctrlclusio~l. that lump sum cuts, which ~ere designed primarily to counterac~ 

r -persistent overbudgeting, were not appropriate in present conditiol}s; for, in war 
time, urgent aud unforeseen -demands for works were continually being made. 
The 'probabilities were that such demands would continue to be made as long as 
the war lasted and the Committee therefore considered that the practice of 
making lump sum cuts in works budgets should be discontinued for the duration 
of the war . . 

36. Grant No. 20.-DepaTtment of Labour.-:-~ith reference t{)the modifica-
tion under A(l)-"Pay of Officers", which was stated as being due t-o "the 
family allotment of an officer payable in the United Kingdom' \ it was explained 
that Government had permitted for the duration of the war officers having 
commitments abroad 00 draw part of their salaries elsewhere 'than irl India. The 
reduction in the original allotment was consequently counterbalancea by equi-
valent increase in the English expenditure suli-head "C(2)-Fauuly Allotment 
and Pay of O~cers" , 

With reference to the remark under sub-head B(8.)-"due to an advance of 
travelling allowance for tours undertaken in April 1942 hav1ng been drawn in 
March 1943- under a misapprehension" it wos, explained that· t·he rule was thatt 
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all a~vances of travelling aUowance were to be refunded to Government before 
th~ close of the 'financial year. ffhe officer conc~med had ~vidently drawn an 
advance in l\larch bu~ had not been able to refund it beff>re the 31st of that 

" month, ·thusgiving rise to the exc~&. and,to the...technicaljrregularity here noted. . . 
87~ Grant No. 46.-Industrie8.-There was a· voted excess in this Grant of 

Rs. 19,.280 made up principally of items lor tlie control of which the High Com· 
missioner. for India was responsible. He had anticipated the excess but hili 
Revised Estimates were not received" by the" Central Government in time to I 

arrange for funds. The Committee agreed to recommend the regularisation of 
the excess by a vote of the Legislature. 

38. Grant No. 60.-Civil Works.-There was "a net voted .. saving in this Grant 
of Rs. 9,39,435 wfiich was due mainly to larger recoveries' than anticipated of 
establishrllent and tools and plant charges from the Defence Services in respect 
of Defence works carried out by the Central Pubiic \Vorks Department. 

~~ 

The Committee noted··that as in the last year the pto forma accounts of the-
Central Public Works Department Nursery" at Jorebagh, the Central Public Works 
Department filtered water supply at Debta Dldn and the Central Public 'Vodes 
Department unfiltered water supply at New Delhi had all disclosed a profit 
during the y~ar under review. The reason of course was Jhe increase in the 
population of New Delhi and Dehra Dun. . 

" -
39. The Committee then went through the detailed statement of expenditure -

on important new 'Works. 'Vith reganl to Item -No. 12--Construction of two 
double-storeyed sheds in place of the 'four existing sheds at the Pilgrims' Camp, 
Karachi, it was explained that the entire pl"Ovision of Ra. 70,000 was surrendered 
as a cO!llprehensive -scheme for a Pilgrims' Ca"mp coEfting in the neighbourhood of 
Rs. 5lakhs was under consideration. Some members objected to this postpone-
ment saying tliat though provision had been made for many years for this item 
it never came to be executed. It was explained that the work in connection with 
the Pilgrims' Camp for which provision' had beeq made before the war had 
already been carried out and that the work now under consideration was some-
thing..entirely new. With regard to Item 55--Construction of Residential Flats 
and Improvement to Grand Hotel, Simla, it was stated that, though the Grand 
Hotel wad Acquired by Government some considerable time ago, payment had 
not yet been made for it as "there was a dispute about price' which was at the 
moment under arbitration. 

I, 
40. Arishlg out of Important Comment No. 4 under this grant, which 

explained that it had been ,possible to finance a number of works for which 
budget provision had not been made without asking for a supplementary gral\~ 
by the device of re-appropriating unanticipated credits, the Auditor-Genernl 
remarked that such reappropriations amounted in effect to the grant of funds 
additional to those voted by the Legislature. Though' he agreed that in law 
there. was nothing t<> prevent the Finance Department from sanctioning these 
reappropriutions. he was of the view that cOl).stitutional propriety demanded 
that the consent of the Standing Finance Committee should be obtained to the 
provision of funds in this manner. On a reference being made to the ptQ-
ceedings of the Standing Finance Committee it was found that all the works 
which had been e~ecuted without budget provision had been referred to that 
body which had been informed t"hat funds would be provided "by reappropriation 
or supplementary grant if necessary". The Auditor General was of the view 
that the reappropriation .of unanticipated 'Credits could not be regardea as being 
on a pal' with reappropriations rendered possible through genuine savings and 
suggested that the fact that these reappropriations were going to be mnde from 
unanticipat.e<i credits should have been brought. expressly to the notice of the 
Standing Finance Committee. He added that the matter had been dis~ussed in 
detail by the Public Accounts Committee many years ago. The Committee 
desired t'~Rt the Finance Department should investigate this question and pre-
sent a fe.port to them on the da;v: they examined the act'onnt{; of that Department. 
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.- '41. The Committee noted that t1ie perce~tage ',rate for es~blisbment and 

tools and plant had ,been further reduced in 1941-42 'from 14'08 and 1'68 in' 1940-
41 to 8'30'and 1'07- tespectively. The reason was the continued increase mthe 
amount of expenditure en Oivil Works .d.uJ.jng,' the year under review. . 

42. After revi~wing generally the Appropriation Accounts of Grant No. 00-
Stationery and :rrinting, the Committee went on to consider the accounts Of the 
Government ~of India Presses and the Central Stationery Office, Caic\ltta, con-
tained ill the Comm~rcial Appendix to the Report. They' noted .that, though 
expenditure on the Presses had increaeed by nearly Its. 3,79,000, the value of 
work done had mounted from Rs. 57 lakhs to Rs. 84 lakhs. They were informed 
t·hat differences in stook found at the time of stock-taking were adjusted un~er 
the sanction of the proper authority which was the, Government 'of ln~ia. 

Proceedings of the fifth mee~of the Public ~CCOUDt. OommlU8e heid on 
KoDday, the 25th October 1943, at 10-80 a.m.,t\' 

• 1 

PRESENT: 

The Hon'ble Sir .JEREMY RAISMAN, K.C.S.I., C.I.E., I.C.S., Finance Member, 
Chairman. 

Maulvi MOHAMMAD ,ABDUL GHANf, 
jh. MOHAMED AzHAJi ALI, 
Sir S:ved RAZA ALi,- C.B.E., 
Pandft L. K. ~IAITR'\, 
,Kunwar Haj-ee IS}I:\IEL ALI KHAN, a.B.-E., 
Sir R. D. DALAL, C.LE., 
Khan Bahadur Sheikh FAZL-I-HuQ PIRACHA, 
Khan Bahaduf Sheikh HABIDVR RAHAMA~, 

. }Ir. J: D. Tyso~, c.s.r., C.B.E., I.C.S., Secretary, 
Education~ Health and Lands Department. 

1Ir. S. H. Y. OULSSAM, C.l.E., I.e.S., Joint Secretary, 
, , Education, Health and Lands Department. . 

~Ir. B. SAHAY, I.e.s., Secretary, Imperial Council of 
Agricultural Research. 

::\fr. G: S. BOZMAN,- C.I.E., I.C.S., Secretary, Indians I 
Overseas Department. J 

Illtnesses. 

Sir CAMERON BADENOCH, C.S.I., C.I.E., I.C.S., Auditor G'eneral. 
:Mr. S. C. GUPTA, Dire6tor of Audit, Defence Services. 
Mr. RAUNAQ LUI, ASsistant Accountant General, Central Revenues. 

The Hon'ble ~fr; C~ E. Jo!o."ES, C.S.I., C.I.E., I.C.S., Finance SeeretArJ . 
Depaftment of Educa.!,ion, Health and LandB. 

/' 

. -, &. 

43. GTant No. ,30.-, Buroey of lndia.-With reference to their outstanding 
reCommendation: No. 10, the Committee were informed that i~ had been arranged 
!lince December 1942 that surprise test checks of expandible stores at the Photo-
Litho Office' should be carried out" moflthly by ga~ettedofficers and that the 
resul~ ·should be reported to the Surveyor,.General of India. In view of the 
ptessure of work during war time, the number of il!dividual itemS to be so checked 
had been limited to four. or five per month, s.ubject to the condition 'tha.t such 
jtemsshQuld be 'of the stopes that were most valuable and tfiat 1!,he items should 
vary from ·month t<> month. The Committee expressed, themselves as sf,ltisfied· 
at the arrangements made. _' 

44,' G1'ant No. 31.-'Botanical Survey.-·\Vith reference to their reoommenda-' 
tion that in respect of the Govemment stpck of quinine 8 test check of quality 
in addition to the check of quantity should be, undertaken .lor all quinine pro-
ducts, it was stated that orders had been issued for random samples to be taken 
and chemicaIiy test.ed in order to verify that there had been no substitution 
or adulteration. The Committee noted that the ~~ook ,of quinine sulphate .. 
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the end of th& year stood at 220,000 Ibs. compared to 268,000 Ibs. at the ewl,of 
previous yea.r. They were infol'medthat sklcks had sinc~·then been still further 
l'eauped. . -. . 

-45. Grdlit No. 3i.-otker Scienti~c DepaTtment~':-In compliance with ~eir 
,desire that they should be kept in touch with developments in "thematter of. 
,exemption of the Indian l\luseum ,buifdings from municipal tax, the Committee 
were iIiformed that by arrangement with the Trustees who had A. R. P. in view 
part of the Indian Museum -buildings had now been occupied by the Military 
Authorities and for this reason and measure most of the exhibits had been 
.removed or stored for ~afety, the'},Iuseum liad been closed to the public. The 
Trustees had asked the Corporation to apportion the'tax for the buildings between 
~the :Museum and the :Military Authorities in acCordance with the space occupied 
by each, so that the latter might be asked to bear their share of the tax, .and '--

t<> exempt that p-ortioll of the Indian Museum buildings which was still under 
the control of the Trustees. The Corporation, however,h:id replied that it could 
not apportion the tax, and could no~ con:;id~r exemption for .so long as the 
l\Iuseum was partly occupied by the Military Authorities. As the :Museum was 
DO longer open to the pubHc, and to this extent Government's case f9r exemption . 
irom tax had beeil weakened, it was proposed not to press the matter for the 
-duration of the war. Tile Committee agreed .smd-- desired th!:lt the matt-er should 
be 'pursued after the war. 

46. Grant No. 38.-Edu~atio1/..-There was a petty excess of Rs. 240 in this 
Grant, due to the extended stay of a scholar abroad pending embarkation and 
to the increased cost of his passage, which the Committee agreed to recommend. 
for regularisation by ,8 vote of the Legislature. . 

47. Grant No. 40.-Public Health~-The Committee observed that the expen. 
diture on· the All-India Institute of Hygiene 'and Public Health had gradually 
been increasing. This was explailledas due to its expansion and re-organisation. 
The Institute took in students from various provinces and ~tates in India on 
payment Qf fees but did not call upon the Provincial and States' Governments 
to meet any part of its expenditure, becallse the resl)onsibility for maintaining 
the Institute was constitutionally th~t of the Central Governme~t. 
_ The Committee observed that" a profit of about. Us. 5 laJills had resulted from 
the manuiacture and sale of vaccines, sera, etc., at the Central Research Insti-
tute. Kassuli. It was explained that the policy of Government in this matter 
was not to make any profit oyt of these; sales but to fix prices so as to make this 
.activity self-supporting over a number of years. Due to an. increase in the 
.quantity of Vaccine, etc., produced which had led to a reduction in rates com-._ 
bined with the time-lag in the l'evision 01 rates, there had been appreciable 
profits over the last few years, but this did not indicate any change in the _p~ticy 
of Government in- regard to this matt-er; ~ 

In answer to a question it was stated that the accounts of the Central Re~earcl~ .... 
Institute were locally audit-ed only Ollce, in ,tmee years because the Auditor-. 
General had found himself unable, through laok of staff, to conduct aJjdit at more 
:frequent intervals. . ;g 

48. Grant }Jo .. 41.-Agriculture.-It was explained that- allocatio~ .from 
:the Sugar Excise Fund to provinces wel'e made in proportion to the amount col 

-wbit-e sugar produced by the}), ov(:'r a period of years. Payments were made 
in resp,ed of approved schemes and the grants made in any particula, year 
were, therefore, not necessarily proportionate to this figure: ",whose payments 
were less the balance was carried forwB.l;d to the credit of the province. The 
Committee were informed that the Government -Research Creamery at Anand, 
which had been in liquidation for some time past, had now peen taken over- by 

. the Supply Department and wns producing cheese for the Defence Services. 
49. Grant No: 45.-0ivil Veterinary Serbice'.-The Committee reviewed-

briefly the Commercia] Accounts of the Biological Section of the Imperial.V Meri -
nary Re.search Institute, Izatnagar, and noted that the principle adopted in fixing 



the 841e price of the varIous kinds of sera produced at this Institute was the 
same as that adopted .for the Celltral Research Institute at Kasabli, vis., th$t 
there should be, over a period of yeal'~, neither profit nor loss over the activity .. 

1 ndians Overseas l>epartmellt . • 
50". Grant No. 17 A.-There was a small excess of Rs:' 3,018 in the' voted 

section of this Grant. The Department l?eing new arid in the process of ~xpan­
-sion, if. had not been pO'lsible to frame a more. accurl!te estimate. The Com-
mittee agreed to recommend the reg!llarisation of the excess by a vote of the-
Legislature. # 

51. Grant No. 64:.-1fi8cellaneouB.-Sub-head D.6.-It was e~-plained that 
the grant-in-aid to the Port Haj Committee~ Bombay, had been wi~hdrawn as 

..tit had been found thnt the finances of this Committee were sound. and did not 
need any help. from Go-yernment. 

52-. Miscellaneous Ezpendititte connected with the lJlaT.-Sub-h.ead H.§.-
'There was a saving of Rs. 9 lakhscompared to the final appropriation of Es. 171 
lakhs under this sub-head. It was explained that a large portion of this s8vmg-
about Rs. [, lakhs-was due "not to the money not having been-spent but to it 
having been k~pt under suspense, because it had not been settled by the end of 
the- year to which Government-India, Burma or -His ~lajesty'sGovemment­
the 81110unt was properly debitable. The amount of expenditure in the year 
under review under this sub-head on the evacuation of Indians from war zones 

. did not properly reflect the magnitude of the problem which had assumed serious 
·proportions in the next financial year and which was still responsible £01' heavy 
expenditure. • 

Proceedmp of the sizth meetiDg of the Public Accounts Oommi"ee held Oil 
Tuesday, the 28th October 1943, at 10-80 a.m. 

PRESENT: 

The Hon'ble S.ir JtmEMY RAISMAX, K.C.S.I., C.I.E., I.C.S., }4"inance ~Iember~ 
Ohairman., 

)lauivi .MOIIAM)\AD ABDCL GHAJH, 
}Ir. .MOH.UIED AZHAR ALl, 
Sir Syed RAZA ALI, C.B.E .• 
Kuuwar Hajee ISMAIEL ALI MAX, O.B.E., 

-'Sir RA'tANJ1 DALAL, C.I.E., 
Khan Bahadur Sheikh FAZL-I-HuQ PlllACHA, 

Sir GEORGE SPENCE, ·K.C.I.E., C.S.I., I.C.s:, Secre-
tary; Legislative Department. 

Rai Bahadur A. L. BANERJEE, I.S.O., Registrar, 
Federal Court. 

~lr; A. C. TURNER, C.I.E., M.B.E., I.C.S., Joint 
Secretary, Finance Department, 

Mr. D. JJ. MAZUMDAB, I.C.S., Deputv Secretary, 
't. 

Labour Depa~ent. ~ 

1 
J 

Memb,r •• 

Witnea.es. 

Sir CAMERON- BADENOCH, C.S.I., C .I.E., I.C.S' 1 Auditor General. 
Mr. S. C. GUPTA, Directm- of Auttit, Defence Services. 
Mr. RAUNAQ LAI_, Assistant ACcountant General. Central Revenues. 
The Hon'ble Mr. C. E. JONES. C.8.1., C.I.E., I.C .. S., Financ~ Secretary. 

Legi'latwe DeptJ.1'tment. 
5S.Gf'ant No. 13.-Counctl of Bta.te.-The Committee observed that there 

was a large percentage of savings in this Grant but \\'ere informed that this 



.. 27 • 
was. due, both to shorter sessions of the Council of . State and to the non--
atten9ance of me.r.nbers of the Congress Party. ·They acc~pted the explanation: 
as adequate. • • 

54. Grant No. 16.-1n answer to a question .with reference to the modifica--
tion in sub-head 'B.-Legislatiye Bodies' it was explained that under tha~ 
/Legislative Rules electoral rolls had to be prepared after eyery three Ye6fS, _ 
irrespective of whether there was goiJlg to be' un election or not. 

55. External Affairs.-India's contribution to the Leagu~ of Nations in th.-
year 1941-42 amounted to Rs. 7,54,649. The figure for the current financ~l 
year WtUi, however, considerably higher, i.e., Rs. 9,73,000, owing to an increas.-
in the budget of the· International Labour Office which had embarked upon-{ 
certainpost."rar re-construction activities. The Supervisory Commission, 
which at present nlanaged the financial affairs of the League; had now included' 
a representative of India in the person of l\fr. H.-S. },{alik, Indian.Trnde Com--

-missioner in Ne,v York. 
. , 

Pinuuce Department. 
56. The Committee then went through the Audit Report and not~d ilk 

passing that the percentage of savings or excesses to final appropriationS and, 
, grants ~va8 of the same order as in 'the last year in the case of voted grant& . 

but that there had been an improvement ill the case of non~vo~ appropria-
tions,. in so far as the revenue and capital expenditure portion was concerned-
·Thevariation over the combined voted and non-yoted expenditure showed soma~ 
deterioration from + ·15 to -2'21. The variations under the heading 'Dis-
bursements of Loans and Advances' had shown a progressive deterioration since- . 
the year 1939-40. The large variation during 194.1-42., which amounted to 
9·88 per cent., was mainly on account. of non-receipt of metal for coinage due· 
to circumstances brought about by the war. 

57. The Committee was pleased to see that the number of cases in which~ 
supplementary demands presented to the Legislative Assembly subsequently 
proved to be unnecessary t was only one during the year under review compared:.. 
toO three in the previous year and two in the year before. - Further. the grant_. 
which hall proved ~nneces8ary was that relating to the Andaman and Nicoba" 
Islands, the reason being that the exependit;vre booked in the accounts was for-
10 m..onths only, the Andamans Administration having ceased to function from, 
the 23rd l\farch 1942 and the accounts for_ the last two months of the year not 
having been received in the. account.; office. There were two cases in wlUch 
the major portion of the supplementary grants remained unutilised .. viz'-r., 
'47-Seientific and Industrial ReBearc)]' and , 66.-Delbi' . The main reasons·. 
for these savings were non-receipt of machinery in the first case and the non-
completion of a certain ·work, non-payment of certain bills and late receipt of-
certain materials in c9Dnection with Air Raid Precautions in the second. Tbe-
Committee accepted the explanations given as adequate. 

58. On a general review of financial resu\ts .. t4e Committee, recognising that 
. accurate budgeting and control over expenditure' haa beenrelldered very diffi-
cult owing to tllt! intensification of the vrar and' the innunlerabled~mand8 . 
connected with it which could not possibly be anticipated, ~DTeed with the· 
conclusion of the Auditor-General that, taking all the factors i!}to consideration, 
both budgeting and control had been, o~ the whole. satisfactory during the ~~ear' 
under review. 

·59. The Committee then went on to consider the outstanding recommenda-· 
tions relating to the Finance Department and the Auditor-General.:-

Item 13.-A memorandum (Appendix V) t'ns placed before the Committee-
in compliance with their request that an i"nYestigntioIl should he made and a. 



:.report rendered tD them as to' ~hether it. was a fact that persistent" sav~ga 
-occurred in the provision for works expenditure because budget' provision was 
,m~e by th.e. Finance ~part:ll~ent with<tut adeq~ate examination whether t?e 
items for whlCh budget prov'lslOD was made had reached a state' of maturity 
sufficient to enable them to be "executed' in the' following year to the extent of, 

'such. provision~ The memorandwu. re,'ijewed in detail the procedu~ adopted 
prior to budget provision and the CoriuniUee, haying examined it, came to the 
conclusion that the present proc~dure did not suffer from any intrinsic defect 
ar:.d did not, therefore, require to be changed. They were of the opinion that 
the principle that a project should be in an ndvanced stage 'before budge.t provi-
'Rion was made for it, 'was a sound principle t.() follow in peacetime but tha.t it 
required necessarily to be modified in order to ~et wartim,e conditions. They 

, were further of the opinion that, in view of the stage" which had now been 
· reached, in which wQrks budgets showed' excesses rather than sa.vings, they -
-were not prepared to recommend a continuation of. the system of lump cute. 

1; 

Item It>.-The Committee, were infofmed of the steps taken to simplify the 
s}'si!em of n9tation under the Grant' 'Aviation' which included the splitting 

· up of. the Demand into two and of various Bub--heads being shown as separ~te 
'group. heads. The ,Committee were satisfied with the changes made and hoped. 
-that it would now be simpler for them to follow the accounts in futur~ years . 

. 
60. \Vith reference to paragraph 40 of these proceedings the ,FinQllce Depart-

'ment presented a detailed memorandum (Appendix VI) with regard to the 
utilisation of unanticipated credits which the Committee discussed a.t, length. 
The Auditor-General explained that, there was 11 great difference between .the 
utilisation :>f unanticipated credi!a and that of unanticipated savings in that, 
whereas th~ latter represented money to the expenditure of which the Legisla-
ture had already agreed, the former was money placed at the disposal of the 

'Department without the concurrence Of the knowledge of the Legislature. The 
system adopted in England was that the original vote contained 'what was 
known as an 'Appropriation-in-Aid 'which eorrespcinded to our 'Deduct-Re-

,coveries'. The executive could s~nd the money so credited up to the limit 
· fixed- in the 'Appropriation-in-Aid', but when these cred~ts exceeded the amount 
80 fixed, they were tak~n in ,the accounts as receipts and were thus not avail-

'.,able t5) finance any new eXpEnditure. The Public Accounts Committee had 
: already decided not to adopt this ¥,stem as it was not in ,accord with 'scientific 
accounting principles. ,The Auditor-General further Raid thnt he could not 

;accept the statement iIi the memorandum that the present arrangement did 
'wt involve any real departure from the spirit '. of the convention arriv~ at 

.. ~ginally' with the Standing Finance Committee that they should be informed 
, ,of all cases where substantial unanticiPlted credits had to be utilise(l to incur 

fresh expeIiditUre. , The alteration~ of the functions of the Standing Finance 
'C{)1nmittee made it ~pera.tive that some fresh convention should now be estab-
.1ished in order to bring the mfltter '00 the notice of the Legislature, prefera1:>ly 
before but in any case after expenditure. had been financed from unanticipated 

-credits. 

61. The Committee agreed that the present systeInt-by which 'Departments 
-could obtain funds not voted to them by the I~egislature but accruin~ to them 
as credits withOut the matter being specifically brought to the notice. of the 

_ Legislature, waR un,:;atisfactory. The ~temativp by whjch the matter should 
be brought to the notice of the Assemtily was either by moving n token grant 
or by a specific mention of the fact of unanticipated creilits having: been tlti1i8~d 

'being made either in the Budget )!emoranc1um if the credits were noticed 
before the preparation of the revised estimateR 01' by specinc inclnsion jn the _ 
Appropriation AccounhJ if they were noticed after the close of t,he year. The' 

'latter system was already in force on the RailwAv side and the Committee 
agreed ro recommend that it should in future he followed on the Civil side also 

. as being much the simpler of the two alternatives. 
- ~, . -
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" 62. The Commit\ee then ,went on': to examine the Appropriation AcoountAi; 

9f the Grant9 ll.1;l.d Appropriations for which th~ Finance' D~partment was res .. · 
ponsible. . . •• ' , . 

• • GrdntNo. 7;-Btamp8.-The Commit~e w~nt through the qommercial, 
Accounts of the Security Printing, India, and the Central Stamp Stores and: 
observ~.d that the net profit in the year under review was of the same 9rder' 
as in the previous year. They expressed themselves satisfied at the commer--
ciaJ working of these Departments. 

68.GTant No. IS.-Finance, DepaTtmenti-There was a small excess of' 
Rs. 225 in this grant which the Committee agreed to recommend for regularisa--
tion by a vote of the Legislature. . • , , 

, 
64. The Committee then discUss~d the audit of Secret Service Expenditure· 

and were informed that .this expenditure was not open to audit. All that Audit 
required was an annual certificate of c!Ieck h.Y the Administrative Officer-in-
Charge in ,the prescribed form. The main Grants which had allotments for' 
Secret Service were those of the Home DepaJ.!tment, the Extenial Affairs· De- ' 
partment and the Tribal Are'as; while the Governor-Ge'neral also' had an ~ot-­
ment of Secret Sefvjce Fund of his own. The Administrative Officer, who·· 
render~d certificates to Audit, tras us~ally of very high standing and there was 
thus no risk of these funds being used for purposes other, than those for which· 
they were meant. It was sM:te.d that the audit .certificate, whiQh had not been-
received at the time of the writing of the report~ had now been received •. the- • 
delay. beiJ:.lg due to the fact that it related to Bushire and eammnnicBtions' with 
the Persian Gulf were liable to delay. . 

65. Grant No. 25.-Audit.-It, was explained that 'the saving amounting to--
about Rs. 4t lakhs in this Grant was due to the transfer during the course of 
the year of a number of clerks and officers to other Departments. _ 

66. GTlInt No. 5.s.-Cu~Tency.=-The -Committee went through the surplu!; 
silver stock account and the account of the purchases and sales of silver and 
observed that the amount of silver in stock had been steadily reduced with a. 
corresponding reduction in the silver debt which now stood at Rs .. .6,41,OO,OOO: -' ..... -

. 67. Grant NQ. 65.-MiscellaneouB AdjUBtment8 between. the Central and-
Provincial Govemments.-It was explained that the items ~ontained in this. 
Grant represented really receipts due to the Cenjiral (ioverimient under certain~ .. 
Central Acts such as the Petroleum and Explosives .A:-cts which were administer-
ed py the Provincial Governments on behalf of the Central GovernIllent. . TIle ' 
fees under these Acts were credited to Central Revenues but an aniouni;. 
equivalent to the fees realised was paid to the Provinciai Governments as charges:-
for administering the Acts. ~nd it. was ii_se payments which were recordetl in-- o 

thi!i Grant. ". . 

68. Grant No. 76.-Intere3t-free Adt,ta.llC6B.-· The Committee observed that-
a supplementary grant of Rs. 85,50,000 he? again been found ~ecessary .And 
l'eiterated the fear which t.bey had expressed 1D paragraph 82 of theIr proceedmgs 
of last year that the presentation of the supplementary demand was .becoming-
an annual feature of this Grant. It was explained that-this Grant did no~, in, 
fact represent expenditure' but in reality the banking activities of Government. -
The'reasons why a. supplementary demand ha~ again been fo~d to be necessary .. 
were that during the course of the year. cons~dera?le sums had .to ~e advanced . 
fot' the purchase· of wool on behalf of HIS Majesty s ·Government, comshad had 
to be Dlanufactured in the Indian mints for foreign govenunents and advances 
had to· ~e granted to Govemment. servants for .evacu~tion of their dellendenfa' 
from threatened areas, the necesSIty for none of whiCh mea(;:ures could have-· 
been foreseen. The Committee accepted th~ explanation as- adequate. 
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~:JtIOceedjDp of the .. "nUl meetiDg ofUie Public ACCOUDII Oommlttee hild QIl 

fiida)', the 29th October 1M3, at It-aO a.m. . .. " 
PaES,NT: ~ · 

The Hon'hle SirJElIEMY R~'SMAX, K.C.S.I., C.I.E., I.e.::;., :Fiuance Member, 
Ohairman .. 

1Iaulvi ~IoHA)(MAD ABDUL GHAXI, 1 
. Mr. ::\JOHAMED AZHAR ALI, 
Sir 8'yed RAzAALI, C.B.E., 
Pundit L. K. M~ITRA, 
..l.\lr:-H. :ll. ABDULLAH, ~[etnber8 
Kunwar Hajee ISM.tiEL ALI KHAX, O.B.E., 
Sir RATANJI DALAL, C.I.E., 

,Khan Bahadur Sheikh FAZL-I-HuQ PIRAClIA, 

The 1I011'})le ~Ir. E. CONBA.~-SMITH, C.S.1., C.I.E., 
I. C~ S. • Secretary , IWme Department. 

Mr. V. SAHAY, I.C.S., Deputy Secretary; Home 
Depart·ment. ' 

Mr. 4V. SHANKAR, I.C.S., Deputy Secretary, Home 
- Department . 

. ~Ir. l\IrKANDLAL CHOPRA, repres~nting -the Delhi Witne"tB. 
Administration. 

Mr. ROSHA." LAY.. JHA, representing th~ Ajmer 
lIerwara Administration.' / I 

. l-lr. DS , R. ZAM~N, I.C.S., Joint SecretBTY, Commerce J' 
epartm~n~. 

lIr. S. N. RAY, I.C.S., Joint Secretary, Commerce 
Department .. 

. Sir CAMERON BADENOCH, C.S.I., C.I.E., I.C.S., Auditor Genera1. 
Mr. S. C. GUPTA, Director of Audit, Defence Services." . 

. :Mr. RAUNAQ I .. AL, Assistant Accountant General, Central Revenues. 
The Hon'ble Mr. C .. E. JONES, C.S.I., C.I.E., I.e,S: 1 Finance Secretary. 

Home Department. 
69. Grant No. 12.-Ezecutive Coun<'il..-\Vith reference to the modification, 

in the sub-head 'A.2.-A.llowances', it wus. explained that the 'prncticehithert;c, 
~ been that the equipment allowance of ,llon-Service Memberfi of the Governor-

General's Executive Council had been regarded as voted. During the course of 
the year, however it· had been clisco"\'ered that under Section SS(1} read with 

. Section 67 (a) (iii) of the Goverl11¥nt of India Act, 1919, &s kept alive by the 
Ninth SCBedule of the Govemment of India Act, 1935, the equipment allowance 

-. of all Hon 'ble ~Iembers should be non-voted. The c1assification had therefore 
. been changed accordingly. Persons vpointed to the Governor-General's Execu-

tive C-ouncil received £500 as equipment allowance' if they happened· to be 
resident in Europe at the time of their appointment and £250 if they were 

. resident in India, the difJerence being due to this' allowance being meant -a~80 
. te cover. expenditure on the ·voyage out. 

There was a voted excess in this Grant of Us. 14,088 due to more expenses 
'on t()uring by Hon'ble .Members. The Executive Council was expanded in the 
middle of this year and as this expal1sion bad not been anticipated, the buaget 
provision for tour charges fell short of 3ctuals. The Committee agreed to re-

. commend that. this excess Rhould be regularised by a vote of th~ Assembly . 
. 70. G1'ant No. 15.-Home Department.-There was an excess of Rs. 24,647 

in the voted portion of this Grant, the main cause being the extensive issue of 
'war photographs,. and increased expenditure on postage and telegram charges, 
. etc. The Committee recommended the regularis-ationof this .. excess by a votie 
of the Assembly. ~ 
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. 71. Grant ·No. 27.-Police.-It was, explained that the charges brouiht to 

account under Bub-head "A.-Lump Suin Charges paid. to Provincial Govern· 
ments" were mainly due to the cost aCf civic guards ~nd additional police. ~e 
Centra} Government reimbursed to tlie Provincial Governments one-third of \the 
total cQst of maintenance of civic guatds; and the cost of the additional police 
emplGyed for the protection of Central-Government property or for other similar 
purposes was met by a grant-in-aid under Section 150 of the Government of -
India Act. 

72. Grant No. 57.-Ajmer-,Merwara.-\Vithreference to Account II.-Civil 
AdtninistratioJ), sub·head A.,l(I).-"Proportionate Charges paid to the Crown 
Department", it was explained -that up till the year under review the posts of 
Chief Commissioner and Agent to the Governor-G~neral and Resident for the 
Rajputana States' were held by the same person. He and his staff were paid 
(lut of the Crown Budget and the Civil Estimates made an aniTual contribution 
to the Crown Department which ~'as meant to cover the Chief Commissioner's 
~hare of the expenditure. 

The explanation for the sub-heads B. 2(2) and B. ·S(4).-"Grants-in-Aid, 
.Contributions, etc. ", was similar in that the Judicial Commissioner and the 
.Railway Magistrates were officers of the Crown Department, a part of the salariea 
and expenses of whom were paid by Civil Estimates, and this payment was 
here exhibited. - . 

'Vith reference to the sub-head D. 5.-"Deduct-Cost of additional war time 
Police-employed for the prot~ction of Railway property debitable to the B., B . 
.and C. I. Railway", it was explained that no budget provision was originally' 
made because it. had Rot been decided whether any recovery on this account 
. was to be made from the Railway; and if so, on what basis. A general decision 
.on this question was arrived at during the course of the year and modifications 
made in t.he budget accordingly. 

73. The Committee observed that t.here had been a v.ery large savins in the 
tOriginal budget provision under Account III.-'Miscellaneous-B.-. Miscellane-
(lU8 Charges-B. l.-Grants-in-Aid': It was explained that this saving was 
-due to a 'reduction' in the grant to the Ajmer-Merwara :Municipality f{)r 'wa.ter 
'Supply, drainage and sewage disposal schemes because it had not been poasibl~, 

. 'Owing to conditions brought about by the war, to purchas.e ~he necessary 
machinery and pipes. It had now been decided. to postpone these schemes till 
:a.ft.er the y;ar when it ~ould be poss4ble to obtain machinery with less difficulty . . 

74. Grant No. 69.-Andaman and Nicobar Is1ands.-The Committee observed' 
:that. a -supplement-ary grant was obtained under this head for Rs. 3,82,000, 
while there was a net final saving in the voted portion of Rs. 9,73,000 and lhe 
-supplementary grant proved unnecess~ry. It was explained th~t this saving 
was due to the fact that. the AndamallS Administration ,had ceased to function 
Hom the 23rd ~farch 1942, that the accounts for F~bruary. and March,. 1942 
bad been lost by enemy action and that therefore it was not known what amoUJlts 
bad actually been spent. The saving was therefore illusory., The Committee 
-agreed that in the circumstances no objection ('ould be taken to the supplenlenJ;ar,V' 
grant having been obtained. - -

In answer to a question wh~' the write-off of losses resulting from the occupa-
tion of the Islands by the enemy was still under the consideration of the Centrsl 
Government, it was stated ,that it was not desirable to write off the losses 
~traight.awny becaut~"e it was not known what assets inight be recovered when 
the Andamans were reconquered. 'Many of the assets, such as the buildin~. 
forest works, etc., were of a permanent nature and. some of them might be 
-reco\'ered infact. There was no advantage in writing off the losses prematurely 
and no disadvantage in delaying the write-off for some time. r 

75. Fed;ral' P'u~lic Bennee Commi88iott.-The Committee observed that the 
fees realised during 1941.42 in respect of examinations conducted by the Federal .. 
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PubllcService Commission amounted to Rs. 1,60,540 which was ver'i m'uch 
less than the entire e.x»enditure ·OD -the' Commission7 It was explained that, it 
was neither the intenlion nor was it practicable.. to recover from: candidf\tes, 
appearing for examinations the full amdJf!t of expenditure incurred on the' 
Commission. . that examination fees were already high, that the Commission 
performed various other important functions 'unoonnected with examinations. 
and that in allY case the direct cosb of conducting examinations was more'than 
covered by the fees realised. The Committee agreed that'there waS no necessity 
to change the present policy relating to' fees. . 

Commerce Depart·ment." 
16~ Grant No. 19.-Con~·meTc6 DepartmeJl,t.-\Vith reference to the ttwoi~ca­

tions under the head 'B-Foreign Trade Control', it was explained taat addi-
tional posts, the necessity.of which had not been foreseen at the time of framing 
the budget, had had to be created during the year un4er review owing to the-
intensification of foreign trade control both in its export and import. aspect~ .. 

• The importance of -this. work had developed owing, on the que hand,· to tna. 
~ecessity of conserving India's resources for her. oWn needs and, on the, other~ 
to make full use by a system of priority of the limited shipping spa.ce ava.ilable_ 
Work increased in proportion to the numbE!f of commodities controlled. 

77. Grcmt No. 28.-Ports and Pilotage.-The Committee went -through ~e­
Commercial Accounts of the Bengal. Pilot Service and observed tlu:t,t there had 
again .been" a deficit this year amolID'ting to Rs. 67,153 bl~tthat the deficit had 
been less than that of last year ... The sUrplus at the credit of this Fund was,. 

'- however, still substmitial._ amounting at the close of the year to Rs. 7,01,262, 
and the Committee did not, therefore, and .particularly in view of the abnormaf 
<CQllditions now prevalent,. consider that any. action t{) equate income to expendi.:. 
ture was at present necessary. 

78. Granf No. 29.-Lighthouses and Lighhhip8.-The Committee went: 
through the Commercial Accounts of the Lighthouses and Lightships Deparfi-
ment and were pleased to note that, as in previous years, the working of the 
Department bad sho,,'n a completely satisfactory resu)t from the oommerci'lI 
pointoL view. They were informed that, although many of the LighthoUS4t8-
had been dimmed, the rates of light dues in force--during the year had remained 
at the same level as before and that this decision was taken on the advice of thfi> 
Lighthouses Advisory Cominit~e. . ~.- ._ 

79. Grant No. 41.-. Aqricultllre.-The Commerce DeDartment wereconeerned . 
with the sub-head 'G-Transfer' to the Fun<¥,·for the benefit of Cotton Growers ' .. 

. It WAS explained that this Fund had been creat~d during the year out of the-
additional ,duty on the raw cotton imposed b!: Ordinance No. vm of 1942. the 
object_ of ~he Fund being to help cotton growers by fimuicing such purchases-

cOf cotton as may be necessary to maintain market prices and in other ways. 
There had been. no expenditure from the Fund ,during the year under review. 
It closed with B balance of Rs. 7 lakh5 but it wag understood that in the next 
year certain grants had <been made from this Fund in certain provinces to per-
suade growers of short staple cotton to" switch over from the growing of cotton -
to the growing of food crops. '. , 

80. Grant No. 57.-, Miscellaneous Departments .-The Committee re\"iawed 
the income and expenditure account of the scheme for registration of Accountants 
and observed that the accounta for the yel1r under review sh()wed a surplus of 
Rs. 14,537 againBt a surplus of R~. 7,172 in the pre~ouB year. The "ftet deficit. 
on account of this scheme, however, still remained at Rs. 17,189. The Com-
~itte~ e.nquired whether the causes which- had led to this increase in the surplus,. ' 
,nz., the post of the Secretary being held by an officer hi reee:pt of lower pa} f-
less travelling by the'Secretary and less expenses on account of d~Y" 8110>vano6-
to I?embers 88 the B~ard had met only for one' day, were not hampePing. the-
effiCIency of the working of the scheme. They were, however, assured that 
none of these causes was l~kely to affect the proper working of this organis8tion~_ 
thay the Secreta!)' was paid less than the former incumbent' of the· office' as he 
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was a junior member of the Indian Audft and Accounts Service, thai the~ had 
been less touring because a system ,had been introduced whereby local boards 
had. been set up to examine and report on cases and that the Board had met 
only for one day because it had been ,the policy to lkpit meetings of the Board 
during war ·time . 

. ' 81. Misoellaneoutl ExpendituTe oonvected ~ith the WaT.-' The Committee 
~ examin~d the accounts of the War Risks (Goods) Insurance Fund for 1941-42 and 

were impressed by the fact that the ratio .. of working expenses (Rs.8,27,961) 
to premium income (Rs.2,19,36,930) worked out to so Iowa figure 8S l'6"per 
cent. They considered that the low ratio of working.expenses would be an envy 
of any insurance company and complimented the Department on the extremely 
economic manner in which the work had been carried out. 

Proceedings of \he eighth meeting of the Public Aecounts ComiDittee held on 
S&turday, the 30th Odober 194r, at 10-30 a.m • • PBBBENT: 

1'he Hon'ble Sir JEREMY RAI8MAN, K.C.S.I., C.I.E., I:C.S., Finance Member, 
,Ohairman_ 

Maulvi MOHAMMAD ABDUL GHANI, 
Mr. MOHAMMAD AZHAR ALI, 

Pandit L. K. MAITRA, 
Mr. H .. M. ABDULLAH, MembeT'. 
Kunwar Hajee ISMAIEL ALI' KHAN, O.B.E., 
Sir R. D. DALAL, C.I.E., \ 
Khan Bahadur Sheikh FAZL-I-HuQ PIRACHA, 

,Mr.D. D. WARREN, I.C.S., "Joint Secretary, War 
Transport Department. 

Mr. LA~GHAM CARTER, I.C.S., Deputy Secretary, War 
'Transport Department. 

-~ Mr. M. K.o SEN G:UPTA, C.I.E., Financial Adviser, 
Comm uriica tions. ' 

Sir GURUNATH BEwooR, C.I.E., I.C.S., Secretary, 
Posts ,and Air Department. 

\ 

Lt.-Col W.H. WATT, O.B.E., R.N.R., Director, 
Civil Aviation. 

Witn6'8e •. 

Mr. J'. B. VESUGAR,' Consulting Engineer, Roads. 
Sir FREDERICK PUCKLE, C.S.I., C.I.E., I.C.S., Secre-

tary, Information and BroadcQSting- pepartmeflt. 
Professor A. S. BOKHARI, Controlle·r of Broadcasting. 
Mr. J.. NATARAJAN, Principal Infonnation Officer. 
Rai Sahib· C. N. SEN,. -Administrative Officer, Bureau • 

of Public Inf~rmation. 
Sir CAMERON BADENOCH, C.S.L; C.LE., I.C.S., Auditor General. 
Mr. S. C. GUPTA, Director of Audit, Defence Services. 
Mr. RAUNAQ LAL, Assistant Accountant General, Central Revenues. 

.. 

,The Hon'ble Mr. C. E. JONES, C.~S.I .. C.I.E .• I.C.S., Finance Secretary-
WaT Transport Department.- • 

82. Grant No. 7a.-Oapital Outlay on V;zagapatam Harbour.-The saving 
in workin/? expenditure was explained as being due to the delay in starting the 
construction of a. railway line to serve the ship-buildi:Q.g yard, the construction 
of which had itself been ,postponed. 

The Committee then examined the Commercial Accounts of the' Vizagapat8ID 
Port. It .. was observed that the working of the year under review had again 
resulted in a deficit of Rs. 1.58,810 but that this was less than the deficit for 
the year before, which amounted to Rs. 2,65,610. The total deferred liability 
on account of depreciation now stoQd at Rs. 6,91,665. The Committee were of 
the opinion that though the construction of the Port might ~ell be justifiable em -
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\ l~ger grounds and though a final verdict could' not be given till normal conditions 
had. been l'esumed ~r. the war; it seemed to be fairly clear that the ~ort liad 
not been and would not for some time be !J-financially remunerative proposition. . ',' . 

D.epart.~6n! of POBtB and; AiT. 
83. G!ant No. 21.-DepartmB1l.t ot GommunicationB.-There was a subatan-, 

~l sav~g. in this gra~t' whlCh was due mainly to the saving under' £.-ltailway 
~pe!lt!on. The RailwSrl Inspectorate was actually transferred from the Rail-
way jjo~ to the Posts and Air Department' wlth eftect from the 12th May 1941 
hut the original grant included provision for expenditure for the whole year on 
the assumption that the transfer would take place from 1st April. }'Urther, 
there was some reduction in the -scale of pay of the two Governinent Inspectors 
after their transfer. The savings coufd- not be surrendered in time owing ~ a 
,misapprehension. 

84. GTant No. 36.-MeteoTOlbgy.-The Comm~tteo were informed that a large' 
number of meteorological offices and stations had been opened owing to the 
nepessity of providing the Air Force -with full ,information regarding weather 
.conditions. Wherever these stations had been established for ~urely military 
.needs, for example, at Military Aerodromes, the full cost was me~from Defence 
Estimates. 

85. Grant No. 48.-Aviation.-:The Committee observed that after a num-
bet or years there had been an excess over the original appropriation for works 
expenditure in this grant whicli had shown large savings for the last .ix years • 
in succession. The excesses this year was mainly due to accelerated progress 

. on the capital programme of works due to War. 
86. GTant No. 61.-CentTalRoad. Fund.-The Committee went through the 

• accounts of receipts and disbursements from the Road Fund and of the .subven-
tions made from that Fund. They were. informed that during the year unaer 
review a large credit had been received bi the Fund from Defence Estimates 
for expenditure on roads of a military nature. The object of pasSIDg this money 
through the Fund was to utilise ,the organisation of the Fund for the executictl 
of the works. No portion of the balance at the credit of the Fund which had 
accrued to it by grants from Civil Estimates, had, however, been used for purely 
military purposes. 

It was explained that 15 per cent of the normal receipts of the Fund were 
retained 88; a reserve by the C~ntral Government before distribution was' made. 
to the provin~s in proportion to the taxable motor spirit, consumed in each. 
From this reserve, however, grantS were sometimes made to backward provinces, 
such as Assam and ,Orissk, for the execuiion of approved works. 

Department of InfoTmation and BToadcasting . 
. 87. Gnnt No. 49.-BToadcasting.-The Committee went through the Com-

e mercial Accounts of the All-India Radio and noted "that the year's working had 
resulted in a profit 01 Rs. 3,23,149 (if Customs revenue was taken into accQunt) 
or a loss of Re. 17 ,19,~7 (if eustoms revenue were excluded). The result either 
way was, however, be~r than inthe'preVious ye~r. The Committee noted that, , 
as in the last two years, the 'Indian Listener' had been run at a profit but that 
tht' otber publications continued to show a loss. 

With reference to sub-head 'C.-Rural Broa~castjDg' of the Appropriation 
Accoants, it was explained that an Inspector of Rural Broadcasting had been 
employed in the Delhi area in connection with the Rural Broadcasting Scheme 
3\ an experimental measure. The ~cheme was being successfu1ly run in this 
area ang Madras, U. P. and the N.-W. F. P. had al80 taken up rural broad- I 

casting 6n a fairly wid€ 8cale. , I \ 

" 88. In connection with item 20 of the statement of outstanding recommenda~ 
tiona, the Committee were infonned that in order to implement the policy of the 
Government of India of concentrating all energies on business contributing 
directly to the war effort, it had been decided to pos,tpone the publication of the 

. 'Report of the All-Indie. Radio till the termination of the wllr. Statistics, re-" 
turns, etc., continued to be collectei 'a8 it was intended topu~\i8h III consolidated 
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report after the war, which ,would be follQwed by repoI1!s at reasonable intervals. 
The Committee did not, in view of this ~xplanatiQn, desire to press i~ reque-Bt 
for the. issue of an annual report. • • ~ 

89. Garnt No. 64.-, Mi8c,ellaneouB.-n was explained irhat the sub-head 4A..l. 
~ubscriptions to the Indian News Agency' comprise« during the year under 
review only payments to the Associated P,ess ,of India. ,Government were how-
ever now subscribing to th~ United Press of India and the- Orient Press in addi-
tion. - Payment to all news agencies was made at the same rate of Rs. 30 per 
copy. 

ProceedlDg8 of the nittth. meetiDI of the Public Accounts Oommittee held. on 
Konda)" the 1st November 1943, at 10:.30 a.m. 

PBE8XNT. 
, The Hon'ble Sir JEREMY RAISMAN, K.C.S.I., C.I.E., I.C.S., Finance Member, 

, Ohairman. 
Maulvi MOHAMMAD ABDUL GHANI, 
Mr. MOHAWID A£HAR ALI, 
Pandit L. K. MAITRA, 
Mr. H. M. ABDULLAH, 
Kunwar Hajee ~SMAIEL ALI KHAN, O.B.E., 
Sir RATANJI DALAL, C.I.E .. 
Khan B,ahadur Sheikh FAZLI-~UQ PIRACBA. 
~. H. WEIGHTMAN, C.I.E., Secretary, External.,,) 

Affairs Department. 
Mr. V. B. ARTE, Up-der Secretary, External Affairs 

Department. . ' 
Mr,. N. V. H. SYMONS, C.I.E., M.e., I.C.S., Director 

General, Civil Defence. t 

Mr. G. PEACE, Chief AdviSer, Factory A. R. P. 
Mr. S. K. ruRPALANI, I.C.S., 'Joint Secretary, 

&.upply Department, 
Khan' Bahadur UBAIDULLAH, Under Secretary,-

Supply Department, 
Mr. M. V. RANGACHARI, Deputy Financial Adviser, 

Supply Finance. 
lvIian MUHAMMAD RAFI, Secretary; Legislative 

Assembly Department. 
Rai Sahib I. H. DESAI, Assistant Sugar Controller. 
Mr. R. B. ELWIN, I.C.S., Deputy Secretary, Depart. 

ment of Industries and Civil Supplies. 

• 
Memb,r8. 

Witne.,,, •. , 

• 
'Sir CAMERON BADENOCH, C.S.I., C.I.E., I.C.S., Auditor General. 
Mr. S. C. GUPTA, Director of Audit, Defence Seryices. 
Mr. RAUNAQ LAL, Assistant Accoontant General, Central Revenues. 
Mr. RAM GOPAL, Chiet Controller of Supply Accounts . 

. The Hon'ble Mr. C. E. JONES, C.S.I., C:I.E., I.C.S., F!nance Secretary. 
Ezternal Affair8 Department. 

90. Tribal Areas .-The explanation for the variation in column 4 of sub-
heads A. 2(4) and A. 6(4) of Account I was the non-receipt of debits from other 
Government Departments before the close of the year. It was suggested that it 
would pel'ha'ps" be desirable in the case of inter-departmental adjustmen~ to fix a 
certain date by which, if the debit was not received, the funds earmarked fo~ if; 
should be surrendered. It was, however, pointed out the.t ,as funds had to be 
surrendered by the 15th .of March and inter-dep8l'tmental adjustments could be 
carried out tili the close of the March final accounts which was' failly late 1n lme 
subsequent finsncialyear, this procedure would not be of use in avoiding 8a~ 

, against final appropriation. 
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r The facts of the large excess in ·col~n 4: under 8ub-head C.6(6) were thai 

Bettlement ~perations were geing on concurrently in the Tribal Areas as well as 
in- the Settled Distiicts. The combined debit raised for these operations. by the 
Survey Department were accepted bi mistake by the Provincip.l Governmenv 
and had later to be adjusted tp the correct sub-head. . 

The Committee observed that the transfer. to the Fund of special Frontier 
expenditure including Development was this year Rs. 25 lakhs as against the 
normal 5 lakhs, and the total credits to the Fund were about &. sO lakhs.' :a 
was explained that, owing to war situa.tion during the period under review, it was 
considered desirable to provide large sums of money on the Frontier in order 110 
preyent any trouble on the border. The scale of previous Qontributions was 
considered insufficient and the- sum granted to the Fund was therefor~ raised 
tD~ Rs. 25 lakhs, the remaining '5 lakhs being a credit received from the Afghan 
Government. 

91. External Af/ai.,.8.-With reference to Bub-head 1.7(2).-"Payment to the 
Crown Representative for training ot Political Service Probationers", it was 
explained ·.that political probationers were trained by the Political Department 
but that as the cadre of the External Mairs Department' and of the Political 
Department was combined and these officers were later used by the former, a 
proportionate share of the expenditure was debited to it by credit to the Crown 
Representative. · 

Part of the modification.in column I of sub-head M.1(6).-Other Charges, 
was explaiI1e~ as being due to a decrease in 'the cOntribution made by India. to 
tlie British Library of Informatiqp, New York. The contribution was mad~ fiS 
the Library provided information about India and it had been reduced, during 
the year from £450 to $2,200. . 

92. Baluchi8tan.-It was' explained that the net profit from the sale of 
ephedra had decreased compared to the. previous year in spite of an incre&Je in 
the quantity sold owing to a decrease in sale price. , 

The modification in sub-head A.1(l).-J\-Iajor Works of Account m.~ivil 
Works, was explained as being due to delay in the construetion of, the Girls' 
School, Quetta. Owing to the abnormal rise in the, cost of materials, the cost 
of construction during the year was estimated to be much higher ," than tha't 
provided in the origina.l estimates. The Government of India therefore enquirea 
whether it would not be possible to redesign the building in order to keep the 
expenditure within the original estimate. This had not been· found possible aJ1.d 
it was ultimately decided to postpone work on the building altogether. 

93. The Committee. then read the note (Appendix VII submitted to it in 
pursuance of its recommendation that, in view of the change in military plans 
regarding Quetta, there should be greater co-ordination between the two Depart-
'JIlents.f the Central Government which are responsible for the reconstruction 
of that town, viz., the External Affairs Department and War pepartroent.', The 
Qommittee agreed that, in view of the reasons explained, it was not necessary 
to pursue the suggestion they had made last year. 

- A 

Defence Department (Civil Defenoe). 
94. Gra1tt No. 15A.-Ci"il Defencr, DepaTtment . ..-Tbere was an excess in 

the voted portion of this grant of Rs. 12,061 which was due to the fact that the 
Department had been created during the course of the year and it had not been 
pos¥b1e to prepare accurate estimates. The Committee agreed to reCommend 
the regulansation of the excess by a vote of the Assembly. . 

/ 95. It was explained that the present arrangements with regaJd to the finaI;.1-
cing of Civil Defence expenditure (which term covered principally N. R. ~ .. 
measures) was that all expenditure incurred on or after the 1st July 1941 on 
these measures was pooled. The pool was divided bet~en the Central and 
Provincial Governments, the principle Qf division being that certain slabs were 
fixed, the amounts of which vaned from province to province according to the 
circumst~es of each. The first slab was bome entirely by the Proviacial Gov-: 
emments; the second was shared half an~ half between the Centre and ~e 
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Provinces, of tht! third·, the Central Government bore 75 per cent, while. all 
expen<\iture in exceSs of the. third was divided betWeen the Centreeand the Pro-
vinces in the proportion of j7i: 12i. 'ThEt Provincial Gove;nments had full discre-
tion to ihcur ~xpen~iture on poolable items without prior reference to .the Gov-
ernment of India. but they were required to subniit a monthly statement of all 
new schemes and variatjons in existing schemes sanctioned by them. It was 
only on receipt of the Government of India's approval that the expendit':lre 
involved was included in the pool. .' 

/" 

96. With refEfi"ence to the savings and excesses in sub-heads J.2 and J.3 of 
Grant No. M.-Miscellaneous, it was explained that originally budget . provision' 
was made only for an Air Raid Precautions Staff School at Calcutta. It was 
intended'to start this school'on a large scale but this had been found impracticable 
and therefore, a second school, the Air Raid Precautions Instructors' School, 
was started, funds for this school being found by re-appropriation from the funds 
provided for the former. The combined total of modifications in sub-heads J.2 
and J.3 showed that the overall variation had been practically nil. . 

Sup-ply Department. ., 
97. (irant No. 51.-Indian Stores Department.-It was' exp'ained that on 

the outbreak of the war the Indian Stores Department, which was the Civil 
purchasing agency, and the Con~racts Directorate, which was the military pur-
chasing agency, were both put under the Supply Department, and from the 1st 
of August Ii4! both these organ,isations were amalgamated into a single Pur-
chasing Organisation. The organisation for the inspection of stores was noW 
wholly under the War Department as it was not considered desirable that any 
part of the Inspectorate should be under the administrative control of the depart-

, ment which was responsible for p,rocllrement. Even during the year under 
review only the Indian Stores Department Inspectorate was under the Supply 
Department, the Ordnance Inspectorate never having been under the control 
of that. Department at all. There was now a special police. staff under a Deputy 
Inspector-General of Police to' check and investigate cases of corruption and an 
Ordinance had been issued for the provision of special Tribunals 'for. the trial 
of such cases. It was hoped that these measures would serve to check corrup-
tion in the matt-er of procurement and inspection of Stores . 
.. 98. With reference to outstanding recommendation No. 24, the Committee 

were furnished with a statement (Appendix VIII) showing .the -sanctioned 
strength of gazett-ed officers in the Contracts Directorate on various dates. 

Legi8lative Assembly Department. 
99. Grant No. 14.-Legislative Assembly and Legislative AS8embly <Depa71-· 

ment.-The modification in sub-head C.-Charges in England, was ,explained a8 . 
being due to the fact that since the o~tbreak' of th.e war and the interruption of 

'and delay in communications involved, books an~ publications were now in-
ereasingly being purchased in India instead of in England. -

100. It was explained that the contributions mentioned in sub-head G.3 of 
Grant No. 64.-Miscellaneous, for which the Legislative Assembly Department· 
was responsible, were contributions made to the Empire Parliamentar.Y Asspcia-
tion, Unit,ed Kingdom Branch. -

Food Department. 
101. With reference .to head" R.-ExpeI,lditure in oonnection with the pur-

chase of sugar in the Appropriation 'Miscellaneous Expenditure connected with 
'the War', it was stated that an officer had been placed on special duty towards 
the end of February 1942 in order to purchase on behalf of His Uajesty's Govern-
ment 20,000 tons of sugar for supply tC!I troops in the Middle East. ~t was further 
&xplained that at that time conditions were such that the Sugar Industry was· 
pressing for outlets for exports. . . 
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~ .p~parttJI.6rit of lndusp;es and Civil SU{)plieB. 
102. Grant No. "46.-lnd'Ustries.-:;-tt was explained tha1! 'the gra.nts ~or the 

development of the Handloom Industri and for the development !If the: Serieul-
tura! and \Voollen lndustqes'in British India (sub-heads B. and C.of this Grani) 
were given to various l>rovincial Governments who administered them. ' 

There was.an excess in the voted portion of this Grant of Jts. 19,280, the 
reason being the unexpected payment-lof leave'salary of an officer in the Colonies, 
the increased cost of passages of two scholars and erroneous adjustment under 
thiS Grant of certain charges debitable to Grant No. 47. The Oommittee agreed 
torecomrpend the reguiarisation of this excess by a vote of the Legislative 
Assembly. . . 

ProceediDgs of the Tenth. meeting of \he Public ACCOIU1ta held on Tueaday the 
2nd November lM8 at. 10-80 a.m. IF 

PRESENT: 
The Hon'bla sU: JEREMY RAISMAN, K.C.S.I., C.I.E., I.C.S., Finance Member, 

Ohairman. 
}-Iaulvi MOHAJl)(AD ABDUL GHANI, 
Mr. ~IOHAMED AzHAR ALI, 
Sir S:ved !tAu ALI, C.B.E., - ~ 

Pandit L. K. MAlTRA, 
Mr. R. M .. ABDULLAH, 

i 

Kunwar Hajee ISMArEL ALI KHAN, O.B.E., , 
Sir R. D. DALAL, C.,LE., 

. Khan ~ahadur Sheikh FAZL-r.:-HuQ PIRACHA. 
Sir ,TOHN SHEEHY, C.S.I., I.C.S.; Member, Central 

Board of Revenue. 
Mr. K. ~. CHETTtJR; First Secretary, Central Board Qf 

Revenue. , 
Mr. C: M. a'RIVEDI. C.8;I., C.I.E., O.B.E., I.C.S., 
, Se,cretary, \Yar Department. 
Mr. ~fACWORTH YOta~G, Joint Secretllry, \Var Depart-

ment. ' 
Mr. C. MacI. G. -OGILVIE, C.S.I., C.B.E., I.G.S., 

Secretary, Defence Department. 
Sir JOHN THOR~E. }r.C.I.E., C.S.I., I.C.S., Secretary 
, to the Governor General (Public). . 
Rao Bahadur,V. P. MENON, C.I.E., Reforms Commis-

• sioner .. 

MembeTl. 

Witn6B.e,. 

J 
Sir CAMERON BADENOCH, C.S.I., C.I.E., I.C.S., Auditor General. 
Mr. S. C. GUPTA, Direct..- of Audit, Defence Services. 
Mr. RAUNAQ LA!., Assistant Accountant General, Central Revellues. 
The BontbIe, Mr. C. E. JONES, C.S.I., C.I.E., I.C.S., Finance Secretary. 

Oentral Board of Revenue. 
. , 

103. Gra",t No. 1-0uBtom8.-Witb reference to sub-head A.B.-Overtime 
and Holiday Allowances, a member suggested that, in view of the fact tha. 
Government servants in all other Departments worked on holidays and beyond 
office hours wit~out extra payment. there seemed to be no justification for 
making an exception in the case of Customs staff and granting them overtime 
and holiday allowances. j It \'iras .explained that the CAse of t,hese Customs officials 
was not analogous to clerical Government servants. PaymentB. for overtime 
were made in many other Government· Departmen~, such as Posts and Tele-
graphs, the Railways: the Mints and the Printing Presses and in fact everywbere 
wher.e conditions of work approximated to those of industrial concerns. ~is 
system of overtime allowances bad often engaged the attention of the Public 
. Accounts Committee and .. had also often been ~eviewed by the Central Board of 
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Revenue .. ~h~ con~lusion .arrived at ~ that ~be system tW$S 'economical- and 
seaured. willing semce at lDconvenient times .• If it was dane away with,. the 
alternatlve would be to raise the substantive salaries ofothe stafi as wen as to 
emplo! more staff. and th!s wO':lld nd dou];>t result in. much, greater expense to 
Government. The Commlttee a~reE:d 'that no ... alteration in the system was at 
presen t necessary. 

, . 
The ·Committee then',went on to examine the pro forma account'of receipts 

and expenditure relating to overtime and holidays allowances and observ~d that 
the year's w?rking had result.ed in a substantial surplus. They were also in-
formed ~hat. In July 194~, Government had decided not to recover. the penalty 
fees, whIch u~ed to be leVIed for working cargoes on Sundays and Clos.ed Holidays 
for the dura~lOn of the war, the reason being that it was considered necessary 
to encourage rather than penalise the rapid turn-round of slrips during war time. 

. The full facts of the' case l'epOl'ted. in 'note 4(b) .of the -notes below ~he Apprh-
priation- Accounts were given to the· Committee. Since 1940 some firms in 
Calcutta had been evading Customs duty by misdeclaring good quality raw jute 
&8 jute cuttings and the subordinate executive staff had failed. to detect this 

, malpractice owing to the non-observance of ruleS'; a contributory factor being th~ 
absence of a clear definition o'f jute cuttings. No. collusion had been proved. 
Disciplinary .action had been taken, as a' result of which one Superint.endent had 
been retirea and the promotion of two Depw.ty Superintendents stopped. The 
firms concerned were prosecuted and in two caseR prosecution against them was· 
compounded on payment of Rs. 50,000. The rules now provided a cleardefini-
tion of jute cuttings. Samples of jute and -jute cuttings were now taken by • 
bursting open the bags and the contents were verified by an Assistant Collector. 
Tl;le total loss during the period the fraud had continued was' estimated, to ha~ 
been about Rupees one lakh. The Committee expressed themselves as !satisfied 
at the remedial action taken. . 

104. Grant No. 2.-0entral· Excise DutieB.-With reference· to note 3 of the 
notes under the Appropriation Accounts, it was explained that the payment of 
t,he net proceeds of the Excise duty ort coal and 'coke ,to the Coal Mines Stowing 
Board, being a payment made under, Statute, was under the constitution, to be 
treated as non-voted. It had been shown as voted in the year 1940-41. by mis-
take. On the mistake having b!ilen discovered, budget provision was made under 
the appropriate head in the next year. . 

105. Grant No. 3.-Taxes on Income, incluJing C01'pOTation Taz.-The Com-
mittee were pleased to observe that the expenditure of the Department had 
shown very little increase in spite of the,rapid increase' of income tram this source .. 

106. GrlI'nt No. 4.-Salt.-After going through the Appropriation Accoun1:e 
the Committee reviewed the Commercjal Acco~ts of salt manufacture, etc., in . 
the Commercial Appendix. It was explained that the policy of Gove~ent 
was not to make any profit on the manufacture of salt but to .8e11 salt at cost .. 
Owing to the time lag in the revision of selling rates and to a reduction ~ the 
cost of production due to expansion of output there had been some increase in 
profit but this did not mean any change in the· policy of Government. The Com-' 

'mercial Accounts, it was stated, were prepared by the Collectors of Central 
Excises and Salt and were reviewed by the Board. 

10'7. Grant No. 5.-. Opium.-There was a large saving in this gr&nt which 
was expla.ined as being due to less opium having been produced by ,states owing 
to adverse weather conditions. Practically ,the whole saving had, however, been 
surrendered to Government. 

The Committee then went on to examine the Commercial AccountS of the 
opium Factory at Ghazipur. They noted that large shortages in opium continued 
to be noticed and that the losses were reported to be due to assay variations and 
chemical reactions. The Comvnttee were assured, however, that the Board 
maintained a considerable and "ell qualified chemical staff and was making every 
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effort to find out a reliable method to assist in minimising such losses; 'One such 
method receiving att9ntion at present~was the storage of opium in vats of small 
dimensions. The price policy with rigar~ to opium was to' seH at cost to "Pro-
vincial Governments but" at a profit to outsiders such as the United KiPgdom 
and the United States ot Amer~a which. in recent years, had been large pur-
chasers of opium.. .. . 

108. Grant No. 6.-Provincial Ezcis68.-There was a comparatively large 
saving in this grant but it was explained. that a large portion of it was due to an 
erroneous adjustment made in the accounts office of which the Board was no~ 
aware. 

ll' ar Department. 
109. Ecclesiastical.-It was explained that· the structure of this appropriation 

was now such that all Ecclesiastical expenditure wherever incurred exCluding 
pensionary charges, was brought together and shown in this appropriatipn which 
also showed the recoveries made, hom . Defence Services and the Railways on 
account of expenditure incurred on their behalf. Section 33 (iii) ( e) of the 
Government. of India Act laid down that Ecclesiastical expenditure wtLs to be 
subjected to a lump-sum limit of Rs. 42 lakhs, excludiI?-g pensionary charges. 
As ·that section, however, was not yet in force, it was not necessary for. there 
to be any Audit certifioate showing that Ecclesiastical expenditure had in fact 
been kept below this limit. 

Defence Department. 
110. The Committee were presented with 8 note (Appendix IX) which ex-

. plained that it had been decided that the expenditure on account of the Rajpu-
tana Indian Soldiers'·Board, which had hitherto been met from the Central Civil 
,Estimates, should be transferred to the Defence Services Estimates. 

1'1.l. The Committee then examined the accounts of the Secretariat of the 
Governor-General· (Public) and the Secretariat of the Governor-General, 
(Reforms) on which they had no remarks to offer. 

Proceedings of the flrst meetblg of the xmtary AccountS aommlttee held on 
Yrldar the 22ndOctoW, 1943 at 10-SO a.m. I 

PRESENT: 
The Hon'ble Sir JEREMY RAISMAN, K.C.S.I., C.I.E., I.C:S., Finance Member, 

! Ohairman. 
Maulvi MOHAlOfAD ABDUL GHANI, 1 
Pandit L. K. MArrRA., 
Kunwar Hajee 18vA~ ALI KHAN. O.B.E.. Member~. 
The Hon'ble Mr. C. E. ~ONB8, C.S.I , C.I.E., I.C.S., 
~fr. C. M. TRIVEDI, C.S.I., C.I.E:, D.B.E .• I.C.S., 

S~cretary, War Department. 
Mr. E. T. COATES, C.S.I., C.I.E., I.C.S •• Financial 

Adviser, Military Finance: 
Mr. M. R. COBuRN, C.T.E., O.B.E., Additional 

Financial Adviser, Militnl!V Finance. . 
. Major General H. E. ROOME. C.I.E., M.C., Engineer- Witne'B6s. 

in-Chief, General Headquarters. 
Mr . • T. Parlby, C.I.E., O.B.E., Military Accountant 

General. 
Mr. A. SUBRAIDfANYAM, M.B.E., Deputy Financial • 

Adviser, Miljt&ryFinance. 
Sir CAMERON BADENOCH. C.S.I., C.I.E., T.C.S., Auditor General of India. 
Mr. S. C. GUPTA, Director of Al)dit, Defence Services. 
Mr. V. D. DANTYAGI, Additional Director of Audit, Deferlce Services. 

The Committee started its proceedings by considenng the statement of out-
standing recommendations: -' . 

It?"." 27.-A memorandum (Appendix X) was presented to the Committee, 
explammg the facts of the frauds prac~ed it conn~ction with the purchase 



. '.1 
41 " 

. • 

of..store~ for the. Royal Indian Navy in 1989: It was reported that the con-
traCtor Involved, the clerk to the contr~tor ahd the officer concerned were 
crimint}lly prosecuted but were acqbit4ed .1>, the Chief P~esidency ~strata. 
Bomba.y, ana that Government after having t,aken competent legal advice did 

. n9t consider it advisable to take the case in r~ew to the High' Court. The 
question of taking departmental action against certain other Government 'officials 
was not ·being purf?ued.' It was pointed out that under the Home Depan-
menii instructions issued in 1935 and printed as Appendix VDI to the Report 
of the Public Accounts Committee on the Accounts of 1940-41, departmental 
action should not have been delayed till the conclusion of the criminal case. In 
answer it was stated .that those instructions could not apply on the Defence side 
as departmental action against military officers could orily be taken by' Court 
Martial which was in itself in the nature of judicial proceeding, and that it wou~d 
be undesirable to have two judicial proceedings relating to the same case going 
on at the same time. The Committee hoped that.the Special Tribunals appointed 
wider the recent Ordinance for the trial of corruption cases would achieve better 
results than had been possible in the Civil Courts. 

The Committee were informed. that notwithstanding the failure of. Govern-
ment to secure a conviction, this case bad had a tremendous moral ana deterrent 
effect which amply justified thet expenditure of time and money involved. 
. Item 2B.-A memorandum (Appendix XI) showing the action taken and thi 

effect of such action on ensuring the proper maintenance of stores' accounts in 
the Navy, was furnished. to t:Q.e Committee. The. CoIQinittee did not regard 
the position as altogether -Batisfac.tol'l' in that, although the old accounts were 
being cleared up, new accounts w~re not being sent in in time. There were at • 
present 126 stores accounts outlitanding, but it was explained that out of this 
82 were from vessels on escort duty and it was natural that they should be 
delayed. The Committee, however, were satisfied and the Auditor-General 
concurred that the Royal Indian N avy wer~ fully alive to the problem and were 
tackling it to the best of their ability. They were also of ,the opinion that the 
new accounting organisation was being built up on sound lines and would prove 
its effectiveness in future. . 

Item 29.-The Committee agreed that as long as prices did not return to a 
stable level, there was no point in compiling the stannard Schedule of rates 
and that, therefore, the action taken in suspending further work on this compila-
~ion was correct. . . 

1 tem ::tl.--It was stated that necessary orders had been 'issued in pursuance 
of the Committee's recommendation that great care should be exercised befot:8 
an exceptionally short time limit for the construction of ~ work was- included 
as a condition of a contract and that whenever a time liririt was so included, a 
penalty clause should invariably be introduced and enforced for the non-comple-
tion of the work with\nthe prescribed time. 

Item 32.-It was stated that the powers conferred by the rules on local' 
officers to sanction works of extreme urgency without limit of cost or to enter 
into conu-acts for such works in anticipation of administrat;ve approval on 
grounds of urgency had been resorted . to much more freely than was ever 
intended by Government. Orders had consequently b~n issued, withdrawing 
the delegations to subordinate authorities that had been made in the previous 
year. A further safeguard against abuse now was that materials were' in such 
short supply that the Military Authorities themselves were reluctant to sanction 
construction unless its need was really urgent. . , 

Item :~3.-,It was stated that necessary instructions had been issued in all 
cases, including the M. E. S., in pursuance of the Committee's recommendation 
that steps should be taken to make officers-in-charge of stocks' realize the 
importance of verifying them and their responsiltility for their- custody. 

• 
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2. The Committee then went on t'o consider the Financial i\dviser's Review 
, . op the Appropriatiop. Accounts of ~e Defence Services ~t the yea: 1941,-42. 

The excess of Rs. 19,88 lakhs over the btdget was, explallled as hemg dlle to 
the fact that developments in the war lituation, particularly in t!te· :Far East, 
had made it necessary to;retaip' in India for her own purposes far larger forces 
than had been anticipated and allowed for at the time of framing the budget, . 
&Dd had required the putting into force of a number of costly ltleasures. designed 
to meet the newthreatB to India's security owing to the Japanese advance. 

3. In connection with Lease-Lend Accounts, it was stated that tUter a long 
period of experimentation ~n accounting system had now .b~en devised and put 
into force for the ac<tOuntmg of Lease-Lend Stores receIved from abroad. It 
was hoped that this system would work well, the delay in devising it being 
due to the complicated nature of, the traneactions under Lease-Lend and ot:her 
difficulties such as insufficient documentation and the non-arrival or late-amvaJ. 
of documents connected with' those storea. . . 

, 4., The Committee then discussed at length the unsatisfactory nature of 
the stores organisation, as a result of. which, it was feared that considerable 
losses mig-ht have occurred in the case of stores en route to or lying at the depots 
owing to pilfering and damage by exposure. T~e Committee observed that the 
certificate of the l\filitary Accountant-General contained reservations fn regard 
to stores and ,stated that in several cases, 'involving substantial values, consignees 
of th~ ,Defence Department's 'stores had not in prnctfce linked t.he goods actually 
receive~ by them with the particular consignments notified as having, been 
despatc~d to them, that in other ,cases stores accounts W'ere very incomplete 

. and that, therefore, he had not been able to satisfy himself that such consign-
ment.s had been satisfactorily brought to account by consignees. 

It was stated that the failure of the Stores Organisation to meet the demands 
placed on it waS one further example of our unpreparedne,s for war. The 
quantity IJf ordnance stores held bv the DefenCe Services was now no less than 
23 times t.hat ommarily held in peace time. The main difficulty in the way 
of the expansion of the Stores Organisation was the difficu1t1' of .obtaining trained 
personnel of which there was a deficiency. The difficulties in the way of 
accounting of stores and in particular in the linking of stores were not confined 
to India but, as had been pointed out when the' ~atter was discussed last Y6&1', 
had been met with in Great Britain and also, to even a greater extent, in the 
Middle East. Conditions in this respect bad unfortunately steadily deteriorated 
and were· worse in 1942-~ than they were in the year· under report. 

f • The Financial Adviser, Military Finance,. was, however, fully, alive to the 
gravity of the situation ood General-Headquart-ers had, at his instance; recently 
taken st-eps, which were already having a benefieial 'effect, to recover cO!Dplete 
control over the Stores Organisation. Such steps were firstly, the appointment 
of an expert .ad hoc committee to examine the administration of nreenals nnd 
ordnance- depdt-s and to make recommendations for their improvement; secondly, 
the appointment of three touring teams of officers, one each for Medical, I 

. Engineering and Ordnance Stores, who visited depot-s, reported on the;r condi-
tion and made suggestions for improving them ; thirdly, themuking d arrange-
ments to recruit and ~train personnel for stock-keeping duties; fourthly, the 
appointment of a Controller of Accounts for the Master-General of the Ordnance 
Branch, who devised and enforced accounting arrangements for stqres depots; 
fifthly ,the appointment of a Planning Committee to .devise means for control 
over the accounting, receipt and issue of stores; and. finally, ('on~ant preasure· 
brought on the Master-General of Ordnance by the Financial Adviser, Military 
Finance, to keep proper superintendence and control over stores. It was stated 
that the s;vstemof confa'ol now devised was practically pMfect on paper and it 
was hoped that it would work "Well also in pr.actice. 
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. 5. Works Ezpenditur6.-The Committee were satisfied with the orders issued 

in .pursuance of their recommendatio:p. .No. 20 that ·the • .controllers of Military 
., Accounts E!hould report on· cases of tlbandonment of, work before completion, W 

the MiIita~ Finance Department, as they .occurrecf, in order that, the latter 
• could exercise a check on whether works had been started or abandoned withou5 
p~per. consideration. . 

If The Conunittee observed that there had been n~erou8 irregularities of 
various kinds during the year in connection with the execution of works for the 
Defence Services.· They observed that these irregularities were largely due 
to a shortage of skilled technicians and supervis~ry engineering staff in the 
country and not to any dereliction of duty on the part of officials in the Military 
Engineering Service or to the deliberatE; scamping of work by, contractors, This, 
ahortalle and the insufficient supervis\on over works were refi~cted in the still 
further reduction of the percentf:\ge of 'Establiihment Charges' to 'Works Expen-
diture' for the year under review,.to 4'39 against 6'76 for 1940-41 wruch per-
centage itself the Committee had feared was too low. The Committee felt that. 
this shortage of personnel which; owing to the enormolls and world-wide demand 
for it, could only be partially remedied. must inevitably result in a lowering 
of standards of supervision and consequent loss of. efficiency, and must be 
regarded as one of the many inevitable evils of the war. ' 

7. The Committee then examined the details of the ApI)ropriation Accounts. 
and proceeded to examine Appendices A, B.I. B.ll. B.IlI and B.IV to the 
Appropriation Accounts. which contained statements of losRes of cash. over-
payments, losses of stores. etc.,. etc .. ~-ritten-off during the year. The items.' 
entered in these statements were very small, but it was explained that thesa 
losses were only those which had .entered the Government account and had 
then had to be written-off. The main losses which. it was feared, were large, 
were those which owing to the partial breakdown of store accounting were neV9r' 
brought to account at all and the magnitude of which could not, therefore, be 
assessed. 

The Committee then went through Appendix C which dealt with the Disposals 
Organisation and desired that a full report on th~ present state of this organisa.-
tion which. it is underst.opd, had been considerably expanded. Rhould be Fmb-
mitted to it,before it considered its report on the 2nd of November 1943. 

8. The Committee then went on to consider the Audit Report and took up 
first the portion relating to the :rvlilitary Engineer Services. It had the benefit 
this yeaf of being able ,to examine the Engineer-in-Chief who explained that 
contracts were given out either by open competitive tender, by single tender or 
by negotiations. The general rule was to invite contracts by open tender; but. 
the single tender was employed for works w~ich required specialised sklll' 
possessed only by one or a limited number of contractors and prices were. fixed 
in the single tender system on the basis of rough estimates and the experience 
of the officers granting the contract gained on similar work elsewhere. Nego-
tiated contracts, in which 'prices were fixed by negotiation between the contractor 
and the Engineer, were in force only in t¥ Southern Army and the m~jority 
of cases of such contracts occurred during the crisis following on the bOJllb-
mg of M9dras. In the conditions then prevalent, contracts had of necessity 
to be oiven to those contractors who happened to hold stocks and· it was quite 
impossible to allow the open tender system to prevail. Orders had now 
been issued, with the return of more normal. conditions, for the discontinuance 
of negotiated and single tender contracts except in conditions of emergency 
for which of course.exception had to be made. 

It Was explained that all m~jor projects, i.e., projects costing" over Rs. one 
lakh were considered by a Committee at General-:Headquarters called • 'The 
WarProjecte, Co-ordination and Administrat~on Committee", of which the 
Engineer-in-Chief was a member. 'Only the works considered essential by that 
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\ Committee were sanctioned, and. i{ ally work was required to be undertaken with 
. an urgency that ~would.J1l.aterially increase its cost, the Engineer-in-Chief'm-' 

variably pointe'd out the disadvantages of allowing a langer peria.d for th~ Cdnst~c- ,~ 
tion. If a lawer farmati9n, in spfte af the arders withdrawmg the delegation 
of pawers to. them sanctianed a canstru~tian on the grouhds a~ utgency t • t~e 
case was fully reviewed at the Headquarters and necessa~ ac~on t:a:ien if 1. 
was found that the discretian had been abused.' The Engmeer-lD-Chie! wy of 
the opinion that, with the greater experience gained, there was naw fairly ,good 

• centralised control over the sanction and executian af warks. 

9. The Engineer-in-Chief stated that the internal check agency cansisted 
of (1' a small cadre af Surveyors of Wark ,who cambined the ~ates find fqrms 

. of cantract in a percentage of cases, (2) the Chief Technical EXlUlliner attached 
to the Quartermaster-General:.s Branch who conducted a further test check and 
(3) two touring officers whose duty'was to 'examine the quality af wark, cantract 
rat.es etc. and to take remedial action whel'ever passible. The Cammittee was 
of the view that it might be advantageous to centralise information at Head-' 

. quarters as to the rates paid throughout the country far various kinds af work, 
so that by reviewing these different rates it cauld be discovered if there was any 
extravagance anywhere, and desired this suggestion to be examined by the War 
DepartmE"nt. . 

lO.The Engineer-in-Chief explained at length the facts af the case reponed 
in paragraph 16 of the Audit Report, in which it was stated that the ,bills of 
quantities had been retlirned to the contractors who. had destroyed them and 
th.at, therefare, it had not been possible far Aildit to exercise any check ~t all-. 
He stated that the ariginal can tracts were given on the single tender system. 
to firms af autstanding repute and that the contracts did nat have any 'term with 
regard to bills af quantities which were never prepared. ''''-hen the can tract was 
extended-and the extensian was really a. separate contract altogether for the 
constructian af entirely. separate buildiDgs-iihe contractors prepared raugh 
statements showing the rates an which the previous lump sum cantracts were 
based' and the quantities invalved. which were returned to them after check 
by the Engineering Authorities. The Audit<>r-Genernl and the Committee 
accepted the explanation af the case given by the Engineer-in-Chief but sug-
gested that whenever there was material available an the basis of which a. contract 
could be checked, it shauld, whether -in the farm of bills of quantities ar other-
wise, ~e ('onserved. It was"'stat-ed that instructions had nlready been issued' tp 
this effect. ~ 

• • 
. ·'11. With regard to the practice mentianed in paragraph 14 af the Financial 
Advise(s Review, of commencing works on the verbal understanding that 
lump-sum prices wauld be settled by negotiation after the ,completion af the work. 
the Committee were inclined to consider it as a method which undoubtedly led 
to extravagance. The Engineer-in-Chief stated that work's were started in this 
manner anly in the mOAt exceptional cases and that this methad was resorted 
to 'only when all the factors relevant to the wark were not knawn. As an 
example he cited the case af constructian of piles in a river without a.dequate 
survey which the urgency' of the work did nat permit of being undertaken, and 
stated, that if the cantractor were r~guired to enter into a contract befare starting 
the work, he would undoubtedly tender on the basis of all the unknawn facton 
being against him and the wa~k would certainly cost Government more than 
under the system naw prevalent. The Committee agreed t~at, prov:ded this 
method was adopted only in the most exceptional caRes and provided further 
that the prior concurrence af the Financial Authorities before the commencement 
()f wark of this kind was obtaine{l, they wauld nat object to its cOlltinuance. 
Tfhey wer£', however, finnly opposed to any extensian of this me thad of giving 
out· wark to cases in which all the factors of the situatian were know:n. 
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Proceedings Qf the second meeting of tAe Kwt&ry Accounts Committee held on 

. Saturday, 1fle 23rd October' 1~ a~ 10-30 a.m. , ' . 
PRESENT: • 

• • 
.The Hon'ble Sir JEREMY RA1SMAN, K.C:S.I., C.LE., I.e.S., Finance Member, 

M " - Chairman. 
Maulvi MOHAMMAD ABDUL GHANI,' 
Ptmdit L. K. MAITRA, 
Kunwar Hajee ISMAIEL ALI KHAN, O.B.E., . 
The Hon'bl~ Mr. C. E. J.ONES, C.a.I., _C.LE., I.C.S. 
~lr. C. M. TRIVEDI, C.S.I., C.LE., O.B~E., LC.S., 

Secretary, War Department. 
Mr. A. A. WAU(JH" C.S.I., C.I.E., I.C.S.,Secretary, 

Supply Department. 
Mr. F~. T. COATES, C.S.L, C.LE.; I.C.S., Financial 

Adviser, Military Finance. 
Mr. M. R. COBeRN, C.LE., O.B.E., Additional 

. Financial Adviser, Military F'mance. 
Mr. R. S. Symons, I.C.S., Additional Financial 

Adviser, Supply Finance. 
Mr. J. Parlby, C.I.E., O.B.E., Military Accountant 

- General. , 
. Mr. A. SUBRAHMANYAM, M:B.E., Deputy Financial 

Adviser, ~Iili tary, Finance. 

Witne88e8. 

Sir CAMERON BADENOCH, C.S.L, C.I.E., I.C.S., Auditor General. 
Mr. S. C. GUPTA, Director of Audit, Defence' Services. 
Mr. V. D. DANTYAGI, Additional Director of Audit, ;Defence Services. 
Mr . .RAM GOPAL, Chief Controller of Supply Accounts. 

12. The . Committee read with great interest the memorandum (Appendix 
XlI) furnished to it, describing the measures ~aken I;>y the Supply Department 
to meet. ~e growing demand for the procurement.of war supplies. It was stated 
that Goyernment now had adequate legal powers to compel Indus-try to ...disclose 
its costs in order to enable them to fix prices on the basis of costs, and cases 
such as those desc-ribed in paragraph 37 of the Audit Report, in which the com-
panies' had not agreed to-and Governme.t had not insisted on-the full disclo-
sure of the price structure and the profit margin, were exceptions rather than 
the rule. It was on the grounds of expediency that. contracts were sometimes 
entered into without full costing as, in the last resort, the sanction behind 
Government'&, demand for the disclosure of costs ·was its readiness to take 
over ani run the Industry, to do which the. Governmental organisation was 
not fitted." " • 

It was stated, however, that relations between Goyernment and Industry' 
were gettillg progressively better and that Government were now getting greatly 
increased information about Industry owing to an increase in . goodwill and· 
mutual trust. The atmosphere now was generally one of co-operation rather 
than of antagonism and the companies' auditors, who had generally to be relied 
upon in the investigation of costs, had displayed a full sense of public respolfsibi-
lity and had given unrestricted co"'operation to Government, and the Audi1ior 
General was satisfied that the system was at present worpng successfull~. In 
answer to a question it was stated that the numba of Cost Accountants in the 
Supply Department was now 17 but that more staff was being continually 
recruited. ~... 

13. \Vith regard to the goods su~plied by Cottage Industries. -it was explained 
that the fixation of their prices was dependant largely on the recommendations 
made and the information furnished by the Provincial Governments. The prices 
were, however, finally sanctioned by the Supply Department and a check on 
costs was maintained by local Accountants-General. Provincial Governments 
had, on the whole, been fairly reasonable with regard to the prices they had. 
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suggested to'be,fixed and there w~~, itt any case, an uppe~r limit to these rates 
because ~he Supply I}epartment. was not' prepared to pay prices substantially 
in excess of those for 'which the articles ~upplied by Cgttage "Industries cquld 
be supplied by organized- large~scale Industry. \ 

14. \Vith regard to the outright contribution which had sometimes' been 
made to certain firms, it was explaine<! that the4contribution took the shape, 
of money;' plant and machinery or buildings. When buildings were put up by 
Government, the arrangement normally was that the company would 'have B 
first refusal of the builtllngafter the war at a price to be fixed at the time of 
transfer. Cases such as those reported in paragraph 44(b) of the Audit Report, 
in ~hich no proprietary rights were retained either in the plant or machiney 
or in the buildings, were exceptions due to certain special causes. \Vhenever 
a contribution of this sort was made to a firm, the value of the serVice rendered 

. was taken into account in fixing the price paid for the finished article. ThiS 
kind of assistance had become necessary because in many cases· the articles that. 
were required to be produced would have no post-war utility and firms were, 
therefore, unwilling to sink their oapital in assets which would give them a 
return only for. a very ·limited period of time. Generally speaking, if the com-
pany ha.d a post-war survival value, assistance was not given to it. . .' 

15. The Committee then reviewed the arrangements made with the Cotton 
Textile Industry. It was stated that Government wished at the time of entering 
into the original contract to fix prices in terms of costs, but the resistance of the 
Industry at that time to an . investigation of costs was so great that Qovernment 
had ultimately to agree to market prices over a fixed .. period of time being the 
basis of \he determination of prices. From the information available to Govern-
ment now which, however, was not complete, it appeared that the average 
profit <>n the basis of prices charged was between 7 per cent and 16 per cent of 
costs, and that generally in the Industry the capital was turned oyer once per 
annum. In the circumstances the profits made by the Industry on war orders 
were not unconscionably high, the greater portion of profits made by the Industry 
being from the civil market where prices were till. recently uncontrolled. The 
large profits occasjonally made· by certain individual firms were due to their 
greater comparative efficiency. It had further to be -remembered that although 
profits appeared to be large, the Industry 'would have to face large replacemenh 
of machinery after the war. / . 

" 16. The Committee then went on to ~xanline the Note (Appendix XI1Il 
regarding pUl"chase arra.ngemezhs for jute goods, furnished by the Supply Deparl-
ment in pursuance of the outstanding recommendation No. 23. They expressed 

. themselves as satisfied .afthe modifications made in the arrangements for the 
purchase of these goods, particularly with the diminution in the margin.,of profit, 
the reduction in. the definition of large order and the permission to accumulate 

, . small orders and place, them as a large order. 
1-7. The Committee observed with illterest the fact that a refund of no less 

. than Rs. 27 lakhs was obtained during the year under review from an industry 
owing to the revision of prices brought ab9ut by the activities of Cost Accountants., 

18. The Committee then went on to. consider ~he question of allocation of 
Defence expenditure between His Majesty's Government and Indian Revenues, 
a. matter which had received considerable attention in the Legislative Assembly 
in tae last Budget Session. The Additional Financial Adviser, Military Finance 
and 'he Additional Director of Audit, Defence Services, explained that methods 
according to which allocations were made, had been explained to the -Committee 
in th~ Financial Adviser's Review of the Appropriatlon Accounts for 1939-40 and 
1940~41. The actual. procedure followed in the classification of new measures 
into the categories "India", "R. M. G. IJ and "Joint" was that there was a 
weekly meeting between the Additional Financial Advi~er and the Director of 
Audit, Defence Services, at which all new measures sanotioned were reviewed 
and th~ categorise:tion decided upon. In cases of dispute the rna tter was re-
felTed to the AudItor-General. The actual allocation of .. expenditure based on 
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. these classifications ~as carried out partly by direct accounting. at the ti'ine 
the 'expenditure was incurred and partly (where such direc~ accounting was not 
convement or possible) at the end o£, the year in the office of the Einancial 
Advisei, Military Finance by the' methods already referred to. The 'detailed 

. -calculations involved in the latter adjustments were checked in the 'office of the 
DIrector of Audit, Defence Services. T~e Auditor-General stated that. he and 
'his officeJ:s had invariably been given full and .complete information on all points." 
when they had demanded it. The Committee, while observing that they could 
obviously not certify that the allocation in each particular case was ill acco.rdance 
with the letter and spirit of the' Financial Settlement, had no suggestions for 
the improvement of the procedure that was adopted in carrying out these 
alloca tiona. 

19. The Committee then considered paragraph 53 of the Audit Report which 
stated that under the new procedure introduced since June 1942, contractors 
were allowed 100 per cent advance payment on bills supported by inspection 
certificates and proof of despatch. The Auditor-General stated that it 'was too 
early to express an opinion on the working of this system. The Committee were' . 
not altogether satisfied as to the necessity of a 100 percent advance paym~nt 
in present conditions whatever may have been. the justifi*ation for the issue (If 

these orders at the time they were passed on account of the gislocation in trims-
, port and the delays in the payment of bills. They desired that a full report . 

as to the reasons which' had led to the introduction of ·this new procedure should • be laid before them and that the Supply Departnient should consider whether 
it would not l!e advisable to r.evert to the previous system 6£' a percentage 
advance payment . 

. 20. The Committee went through the Commercial Appendix to the Appro-. 
priation Accounts on which they had no remarks to offer. 

PIocee4iDp of \he tb1rd meeting of the KUitarJ Accounts Qom.mJttee h6ld on 
'l'1leaday, the 2nd. 1{ovember 1943. . 

PUSENT: 

The HOIl'bl~ Sir·JEREMY ~ISMAN, K.C.S.L, C.LE., I.C.S., Finance Member, 
Ohairman. 

Maulvi MOHAMMAD ABDUL GHANI, 
Pandit L. K. MAITRA, 
Kunwar Hajee ISMAIEL ALI KHAN, O.B.E., 
The Hon'ble Mr. C. E. JONES, C.S.I., C.I.E., LC.S. 

} Memb4T8. 

Majo~ General J. N. THOMSON, D~S.O., M.C., A.D.C. }W't ' 
Deputy Master General of Ordnance . . . . . . . . . ' nes8. 

Sir CAMERON BADENOCH, C.S.I., C.LE., LC;S., Auditor General. 
Mr. S. C. GUPTA" Director of Audit, Defence Services. I 

The Committee read with interest the note (Appendix XIV) presented to it 
on the Salvage Organisation in the War Departtnent. It was stated that this 
organisation had been handicapped in its work by difficult~eB of .transport, but 
that the position in this regard was now better. The ~1iJ.itary Sa.lvage Organis&-

, tWn was working in close co-ordination with the Directorate-General of Salvage 
and Disposals of the Supply Department. In answer to a question as to how 
it had happened that considerable quantities of weapons, munitions and garments 
in servi<;eable condition had been recovered from salvage, it was stated that 
though theoretically this shoul~ never happen, in the oonditions tha. prevailed 
in the operational areas it was impossible for serviceable articles never to get 
mixed up with unserviceable artioles and be thrown away as useless. 

. . 
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APPENDIX IJ., . • 

• 8101en&M1 rompariftg EqJM4""" tDf'h GrIniu lor 194/-42 • 
• • Expenditure 88 compared 

Final Grant 
,. Number and name of Grant or 

~ppl"Opria~ion. 
or Expenditure. 

Appreprietion. 

1 2 

~~ PART I.--CIVIL. 
Re. 

A.-E:a::.P&wD1TUlUII ClLUlGED TO 
. ~. 

1. Oustoma: 
NOft-f1OI«l 1,99,600 

Voted • N,22,OOO 
2. Central Excise Dut~ : 

Non-med 68.11,840 
Voted. • .- 10,85,000 a. Taxes on Income including C.orpora- . 

tion Tax: I 

Non·roIed 1,"6,648 
Voted . 82,63,000 

•. Salt: 
Non-vot.ed 
Voted 

5. Opium: 
Non·voted 
Voted . 

6. Provincial Excise : 

7. Stamps: 

8. Forest: 

N on·fJ()ted 
Voted . 

Non·tJOied 
Voted . 

Non·ooted 
.. Voted. . . 

9. Irrigation. (including Working Ex-
penses) Navigat.ion, Emba.nlnnpnt 
aDd DraiDage Works: 

N on·ooted . 
Voted . . 

11. Interest on Debt and Other Obliga· 
tionS and Reduction or Avoidance 
of Debt : • 

Non·vtmd 
Voted . 

12. Eucutive Council: 
Non·voted 

t VoUd . 
13. Conncil of State . •. 
I •• Legislative Assembly and Legisla-

tive Assembly DeparUnent: 
Non·tJOI«l 
Voted . 

US. Home Departmeat : 
Ntm-ooted 
Voted. .. 

16-A.-Civil Defence Department: 
Non-voI«J 
Voted. . . 

Il-B.-Department of Infomlation· and 
8roadc!asting : 

Non.fJOkd 
Voted . 

18. Legislative Department: 
. .. N on-«Jltd 

Voted. . • 
1"1. ~ent of Education, Health 

and Lands : 
Nort-tJOIeI 
Votecl '. 

44,66,146 
53,37,000 

1;44,400 
25,56,000 

30,401 
',09,000 

2,16,000 
32,1',000 

2,91,860 
6,86,000 

10,76,926 
2.11,000 

8,32,64,400 
84,24:,000 

6,93,461 
1,75,000 
1,39,000 . 

61.400 
8,11,000 

23.84,21' 
11,74,000 

. 63,600. 
72,000 

32,800 
1,53.000 

1,81,200 
5,39,000 

!,16,U6 
5,71,000 

3 

Rs. 

1,63,'61 
1.',61,'18 

68,11,994 
10,39,250 

1,46,336 
81,51,564 

44,62,463 
51,73,624 

1,44,903 
22,17,94-6 

. 30,.39,1 
3,16,4:12 

2,28,102 
30,08,571 

2,83,606 
6,33,930 

10,83,281 
1,95,002 

8,67,31,886 
73,0'-,890 

',01,8a1 
1,89.088 

95,856 

. ~1,092 
8,21,505 

23,60,129 
11,98,647 

74,310 
84,061 

31.910 
1,'2.617 

1,86,109. 
6,05,194 

~ 

2,10,660 
6,66,178 

with Grant 
OJ' Appropriation. 

l, • 

Lees than 
granted. , 

Rs. 

46,333 
&6,681 

; 4~.750 

212 
1,11,4:36 

.3,682 
1,63,374Y 

3,38,054 

10 
-92,588 

2,05,'29 

3,244 
52,070 

15,998 

11,19,110 

• 

'308 
1,89,495 

23,481 

890 
10,183 

491 
33,806 

4,67.5 
5,822 

More than 
granted. 

5 

Rs. 

161 

J2.10~ 

'/,361 

34,77,486. 

8,864 
14.088' . . . 

10,879 
12,061 



' ... 
1 

r 

~ PART I.--myn.. 
A.-ExpBlfDtTUD OIIABGED TO 

RBv'ENUB-comtL 
17 -A.-Departinent of Indians Overseas : 

Non-tJOI«l 
Voted . 

18. FinaDee Department: 
. Non-voted 
Voted . 

19.. CoJIllJl8rCe Department : 
" Ntm-tJOIed • 

Voted . 
20. Department of Labour : 

N on-tXJI«l 
Voted. • 

21. Department of CommunicatiGD8 : 
Non-tJOI«l 
Voted' . 

22. Central Board of ReveDlle : 
Non-VOUd 
Voted. . • 

23. India Office and High CcmlmiSAioner's 
Establishm .ntCharges : . 

N on--voII!d 
. Voted. • • 

24. Payments to Other Governments, 
~, etc., on account of the 

-administration of Agency subjecte 
and m.anagemt'Dt of Treasuries : 

25. Audit: 
.. Non.fXJUd 
Voted' . 

26. Administration of Justice: 

2'i. Police: 

Non-voled 
Voted . 

Non-voted 
Voted . 

28. Ports 8nd Pilotage : 
No,,-t1Oted 
Voted. • 

29. Lighthouses and Lightships : 
N~ 
Voted . 

30. Sun-ey of India : 
, N on--t:oIed 

Voted • • • 
. 31. Botanical SvrvPy : 

. :N~ 

Voted 
32. • Zoologicil Survey: 

• . Non.-voUd 
. .. Voted • 

33. Geological Survey : 
• - N on-t1OI«l 

U.Mines: 

S6. Meteorology: 

Voted . 

N on-f1OI«l 
Voted • 

.N OfI,·fJOttA 
VoUKI • 

Non-t1OWl 

• 

Voted. • 
37. Other Scientific Department. : 

38. Education: 
NMHJOted 
Voted ., 

39. M~ Servioell : 
Non-tJOle4 
Voted • 

Re. .. 

21,36,064 
6,12,000 

:1,81,098 
8,19,000 

1,89,264 
5,15;000 

1,37,021 
2,05,000 

21,94,00,0 
18,51,000 

1 , 11, ()()() 

6,98,800 
9O.~7,OOO 

2,79,817 
63,000 

3 

Rs. 

38,854 
~018 

21,48,852 
5,12,225 

3,'18,589 
7.87,W 

-1,90,049 
5,10,534 

1,13,313 
1,60,858 . 

21,74,201 
18,43,903 

1,10,919 

6,90,89'1 
86,05,579 

2,78,747 
62,580 

1,000 1,243 
36,20,000 36,62,154 

9,J.J,500 9,01,806 
14-,91,000 14,73,234 

10,000 10,0'16 
8,14,000 8,07,101 

4,62,'IOiJ 4,40,812 
15,83,000 15,09,246 

18:()()() 18,195 
56,000 45,088 

51,()()() MJ ,649 
1,20,000 1,.17,620 

1,69.250 1,51,461 
'3 .. 69,000 3,&7 "'14 

1,04,180 
1,50,000 

66,628 
11,67.000 

96,436 
!2,27,000 

3,53,000' 

240 
7,11,000 

1,04,426 
1,45,214 

65.116 
11,52,711 

96,086 
22,22,648 

3,51,585 

240 
7,11.240 

2,10,.99 
7,OO,()28 

.. 
Ra. 

2,6(}9 
31,747 

4,466 

23.708 
39,1d 

1,912 
1,701 

19,799 
'" 7.097·· 

81 

1.010 
~O 

6,499 

21,888 
73,754 

10,912 

311 
2,380 

11.789 
1,586 

4,786 

212 
14-,289 

349 • 
4,352 

1,.15 

... 

1,01,9'12 

1 , 

, 
.Rs-. 

• 3,018 • 
12,188 

225 

196 

· . 
.. 

· . 

213 
j2,lk 

16 

•• 

' .. 
•• 

Me 

1,04' 
•• 



. • PART I. CIVIL-contd. 
A.-japBNpD'Ultl!: CHARGED TO 

. BEvElroE-conUl. 
• 40. Publi.c Health: 

Non-fJOted . .... Voted • 
41. Agriculture: 

. N on·voted 
Voted. ~ • 

42. Imperial Council of Agricultural 
R8seareh: 

Non-voted 
Voted • 

43. ~ :Marketing ; 
• Non-voted 

Voted • • 
H. ImJ)8riat Institute of Sugar Tech-

nology : 
" 

.:;. CiVl1 Veterinary Services : 

48. Industriu ~ 

N-on·f1OIed 
Voted • 

Non-tX1ted 
Voted . 

47. Scientific and Industrial Reee&rch : 

d. Aviation: 
49. Broadcasting: 

. N'tm-voted 
Vated. . • 

~. Capital Outlay on Broadcasting 
~ to Revenue .. . . In. Indian Stores Depart~ : 
, ]Von-voted • . 

Voted 
.62. Emigration-Internal . 

_ 53. Emigration-External: 
Non-voted 
Voted. . . 

M. Commercial Intelligence and St&· 
tisti08 : 

35. CeD.4lU8: 

Non.-tJtJttd 
Voted . 

Non·tJOItd, 
Voted . 

56. Joint Stock Companies : 
I 

~7. Misce1laueous Departme.nta : 
Nrm-voled 
Voted. • 

.08. Cnrrency: Nfm.t1oIed 
Voted . 

.59. Mint.~ Non.·voleil .0 Ch.-: I Works: 
Vot.ed . 

"Non voIed 
Voted • 

.. 

(U. C.entral Road Fund . . 
~62. SuperaDDllation Allowanoes 

Pensions 
Non-t1OIed 
Voted-

83. Stationery and Printing: 

~. Miscellaneous: 

Non-voted 
Voted 

N O1f,-t1OIt4 

. 
and 

Voted • 
. ts. lIisoeDaneous Adjustments between 

the Central and Provtnoial Gov-
~.... . .. 

.. Rs. 

"1,96,211 
11,80,OOQ 

8,16,100 
29,30,000 

11,63,866 
2,29,000 

22,100 
"&7~ 

1,000 

26,000 
8,61,000 

300 
9,16,000 

10,54.000 
1,02,62,000 

1,9,821 
49,85,000 

1,000 

2,100 
16,53.000 

25,000 

1,66,300 
1,72,000 

6'1,000 
8,27,000 ' 

'1,70,513 
5,66,000 

1,70.lOOO 

22,936 
. 8,12,000 

2,20,300 
45,58,000 

1,19,465 
83,12,000 

25,67,619 
1,15,33,000 
2,07,00,000 

1,06,11,000 
1,08,05,000 

71,044 
61,33,000 

2,98,364 
78,69,000 

1.47,000 

3 

Ra. .' 
• 

1,89,602 
1.1.6.9,183 

'8,51,912 
29,15.993 

15.63,$91 
2.1,5,188 

22,283 
'.36,~64 

25,496 
8,31,661 

339 
9.30,280 

9,40,323 
90,09,365 

19,679 
50,21,265 

2.436 
4,55,955 

23,942 ' 

1,72.483 
1;63.606 

68,268 
7,82.1461 

1,69,286 
5J60,083 

' .. 

1,59,768 

25,916 
.. 7.89,653 

2,03,787 
43,23,407 
1.18,867 

76,55,841 
~ 

25,38,096 
1,05,93,565 
2,06,00.000 

1,02,72,619 
1,04,51,371 

71,021 
68,06,892 

2,78,443 
16,67,622 

87,028 

Ra. 

6,709 
10,817 

14,007 

276 
13,812 

604 
29,139 

1,13,677 
12,52,635 

.. 145 

1,000 

11,91,045 
\,058 

8,394 . 

44,539 

1,25'1 
5,917 

1~252 

• 
j2,347 
16,513 

2,34,593 
598 

6,56,159 

29,623 
9,39,435 
2,00,000 

2,38,481 
3.53,629 

t3 

19,921 
2,01,378 

59,972 

Rs • 

35,412 

.'f ... 

18& 

39 
, 19,280 

36.265 

336 

16,183 

1,268 

• 

• 2,98J1 • 

'0 • 
· .-

.. · . 
6,73,892 

· . 



• 1 . . 
". 

PART I.-CIVIL-«mGld. 
A.-:Expmq,lTtJU: '. dlABGBD TO 
~ 

66. Delhi: 
NOfIH104ed 
Voted • 

17. Ajmer Merwara: 
~ N orrt'Ot«l 

• 

Voted. • 
18. Panth Piploda • • • 
'1. AndamaDs and Nicobar Islands : 

Ntm-tiokd 
Voted. . • 

Blajf, BotuJelwld orad AUot.tm'&CU oj the 
GotJenuw Gefteml • 

8«Jf'fJ1orialoj 1116 GofJemor GeMf'Gl 
Pederal Pttblie S~ OommiMion 
DeJeru:A Deparlment 
E~ . . . 
Paymm16 toOrown B~t1e 
Pribal Area8 ... 
E:elemalA.fJoi,.8 . . • • 
"6rattu-1n-aid to. i>rot,ineitJlGooem· 

mmta • 
BalucAiBtan. • 
~ oj Suppl!l . . 
~i8Cillafaeotu Ezpenditun con~ 

trilh tile War •• • • • 
National Defence Council. 

Ra •• 

2,31,000· 
55,06,000 

a,!!,238 
20,31,000 

13.000 

1.U,(J()(} 
",62,000 

19,1,,6,006 

4, 70, 'IS'l 
4,28.0'11 
7,26,700 
4,88,705 

. 1,33,21.299 
2.54.26.029 

79,34.368 

3;03,00,000 
14~60,t77 

1,23,54,500 

3,50,63,991 
81,744 

3 

Ra. 

2,3!,8Bl 
52,79,(3C) 

3,21,894 
19,57.8M 

12,993 

1,66,009 
38,89,4:"' 

19,9'1,637 

4,66.4'16 
4,28.291 

7,22.839 
6,68.96t1 

1,29,76.567 
2,50,96,392 

'18,40,211 

3,03,09,00fJ 
73,30,841 

1,16,'13,072 

3,46,05,U5 
61.,48fJ 

2,25;570 

11,691 
,,7J,6te 

1,286-

3,361 

3,44,732 
3,29,637 

94,146 

1,29,436 
6,81,428. 

4,58,812 
20,264 

Total-Expenditure charged to 
Revenue. 

. 44.14.83.181 63.36,~.379 1'::;.27,181 
• 

~{ N oa-t:fJt«l • • 26,26,68.181 f6.89,28,767 25.81,923 
Total • 

Voted. • ,. 17,88,16,000 18,98,95.612' 99,".258 

B.-ExPlr:NDlTUBE CB.uwBD TO 
CAPITAL., 

73. Capital Outlay on Vizagapatam 
Barbour . . • • 

7~. Delhi Capital Outlay 
'15. Cmnmuted Value ofPension.~: 

. Ncm-tX1Ud • 
Voted • •. 

1,50,000 
34,31,000 

1()',036. 
32.96,715 

-9,86,300 . -6,69 •• '14 
1,000 -29,19,312 

1,*'9,964 
1,34,286 

20.20,312 

Total- Expenditure Ch~ to Capital. 25,95,700 6,18,365 22,94,561 

· r Non-vol«l • -9,86,3Q0 - 6l19,0'14 
Total- -< 

l Voted 35,82,000 12,87,4:31 22,94,561 

C.-DIsBmumJOi:r.l'll OF LoAlrs AlID 
ADV AHCJI:8. 

76. Interest free Advances • • . 2,13,19,000 
77. Loans and Advances be&riDg In. 

terest. " .'. '. . 1,.19,03',000 
Atiameu to C'I'O'IIm Bepr~ j(1l' 

locm8 to Indian Slatu aM NOI- 9,76,966 
atililiU. . 

Total-Disbursements of LoaruJ and 3,71,97,965 
AdvaJlOOlJ. 

1.90.10~34 

1,36,33,255 
. 

8,76,042 

3,35,19,531 

ToW 
" {N on.f1OIed • 9,16,966 8,76,042 

Voted . 3,62,22,000 3,26,43.489 

23,08.766 

12,69,'745 

19,92' 
36,78,4:34 

g9,923 

35,78,511 

Total-CiviJ . • 48,12,76,846 46,17,62,275 1,85,00,176 

. -' 
5 

• 
Bts· 

•. 1,8~1 .. 

31.6'J 

216 

1.70,26& 

38,42,609 

8,25,870 

3,17,226 

3,11,226 

3,11,2_ 

.. 

Total {
. N on..fX1WJ • 

Voted • 

• ,26,26,67.846 !6,41~6,'136 26,81,846 41,",'1" 
• 21,88,11,000 2O,J6,26,540 1,68,18,330 8,25,870 
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• 
PAM U.-POSTS AND TELE-

GRAPHS. . 
A,~EXPBNDITt1BE CHARGED TO REVENUE. 
10. Indian Posts and Telegraphs De-

pa~t{' 

57 • 
2 •. 3 

" 
Re. Be. Ra. 

, . 
Non-tJOtm 
Voted . 

83,49,400 81,02,473, 2,46,921 
11.65,57 ,000 11~8,29,265 .. 

B.-ExPENDITURE CHARGED TO 
~ CUI'l'AL. 

, '70. Capital Outlay on . Indian Posts 
and Telegraphs Department (Out-
side the Revenue Account): 13,76,000 

'11. Stores and Workshop--( Outside 
the RevelJUe Account). . . 4:0,00,000 

72. Capital Outlay on TElephone~. 
jeet-(Outside the RevenueAc. 
count) financed from Telephone 
Development Fund. . 1,000 

To~-Expenditure Charged to Capital 53,77,000 
(Voted). 

, 

5,45,826 8,30,174 

14,47,918 25,52,082 

1,000 

] 9,93,744 33,83,256 

Total:-Posts and Telegraphtl 13,02,83,400 12,69,25,482 36,30,183 

.:; 

Re. 

2,72.265 

, 2,72.265 
------

Total-- { NonoWkd . 
Voted . 

83~-49,400 81,02,4'13 2,46,92'1 
- 12,IP,34,000 11,88,23,009 33.83,256 

PART HI.-RAILWAYS. 
A.-ExPENDITURE CHABGED TO 

}\BVlCl'ruE. 

1. Revenue-R&ilway BoArd: 
Non-voted 
Voted 

2. Revenue-Audit: 
Non.voud 
Voted . . 

3. Revenutt-Misoellaneous Expenditure : 

Non~ 
Voted . . 

• 5. Revenue-Payments to Indian StateR 
and Compani08. 

6·A. Revenue-Workm, Expenses-
Maintenance of Structural 
WorkR: 

~,07,OOO 
11,52,000 

l,78,DOO 
15,03,000 

l1,88,OO(J 
11,00,000 

~,06.806 
11,01,857 

1,78,312 
14,34,305 

17,43,101 
10,77,136 

4,18,85,000 ,4,35,37,694: 

NOn-voted 16,67,000 16,S4,!18 
11,79,03,007 Voted. • . 11,81.34,000 

I·B. Revenue-Working E~-penses-' 
Maintenance and Supply of Loco-
motive Power: 

N OfI-VOI«l 
Vored. . • 

6·0. Revenue-Working Expenses--
Maintenance of Carriage and Wagon 
Stock: . . < 

.. 
9,o4,OfJO 8,88,419 

20,06,20,()()() 20,07,81,305 

Non.voI«l 3,41,O()o 3,33,460 
Voted. . . (\,56,90,000 6,07,76,756 

6·D. Revenue-Working ExpeD888 
Maintenance of Ferry Steamers 
and Hf\I'bours : '" 

Non-tJOUd 16,()()O 1'1,632 
Voted '.. 32,9'7,000 31,80,97.3 

S·E. Revenue-Working Expensee-. 
£xpen.eeR 0' Traffic Department: 

Non-tiOt«l • • . 9,86,'00 9,68,4~() 
Voted.. 10.95,75,000 11,06,45,781 

6., .. Revenue-Working Expenses-· 
Bxpenaes. of general Depart. 
mente: . 

Nora.t'1lJed 18,~3.000 l8,U,3fJS 
Voted. • 4,24,95,000 .4,92.74,738 

194 
50,143 

68,695 

44,899 
22,864 

2,30,993 

lS,~81 

'1,640 
49;13,244 

1,16,027 

17,660 

',9.196 
2.20,262 
,/ 

• 

2,72~265 

·312. < 

16,&2,69' - ' 

n,!l&.· 

. -
1,61,300 • 

1,632 ' 

IO,70,78tJ 



.. . 
1 . . 

~ , 
, PART ID.....:RAlLWAYS-Ooncld. '" 

-A.-ExPBNDlTURB OJUB(JED TO ' 

~.' 
6~O. Revenue-Working Expenaea - • 

Misoellaneous Expenses : 

~ 
2 3 

)la. Rs. 

Non-wted' • 1/),12,000 14,66,688 
Voted. • . 5,23,17;000 5,70,64,064 -a-H. Revenu&-Working- Expe$eB 

Expen.sos of - Electrical Depart_ 
ment: 

Non-wled 
Voted . 

7.-Revenue-Appropriation to 
precia~ion Reserve ~ 

I. Revenue-Interest Charges : 

2,26,000 
3,76,30,000 

2,18,667 
3,53,46,039 

· 12,68,00,000 12,67,99,420 

· 28,68,21,000 .,41,70,-546 
. . 2,64,000 2,63,064 

to nap-

'4 

Re. 

46,312 . 

. '1,44.1 
21,83,961 

580 

16,60,464 
936 

, I 

IS 
.~. 

47,47,554 

.. ' 

.. ' 

Non-wlt4-
Voted . 

9-A-Revenue--.Repayment 
reciatien Reeen-e Fund 

10. Revenue-Appropriation 
serve 

. . 7,07,69,000 

1,64,84,000 

7,91,07,748 '., 83,47,748 
to Re· 

1,64,84,000 --------- _. 
-Total-Railway Expendit'll'8 charged _ / , 

t{) revenue J • 1,18,54,05,000 1,17,53,13,861 2,60,90 .. 383 

Tots) { Non:'f)Olrd 
Voted • 

1,59,99.'" .. 
tfJ,S'I,99,l'CO -29.40,19,484 17,98,6'18 19.16' 
88,96,06,000 88,12,94,377 2,42,91,705 1,59,BO,08! 

,B.-EXPENDITURE CHARGED TO CAPlTAl. ,. 
11. Capit8.1'-New construction 
12. Open Line Work"!' 

Non-fJOltd 
Voted . 

11,000 -2,35,325 2,46,325 

23,('00 26,246 3,246 
15,54,00,000 6,21,23,721 9,32,76,279 
----------~-------.------

Total-Railway Expeftdit~re ChargeJ 
.' to Capital . ..• .15,54,3,:1.000 6,19,14,641 9,35,22,604 3,W 

Total {N~"-rKw!d Voted • 

"TotaJ-Railways . 

Total { 
N on-w>ted 

Voted . . 

----------------------
23,001l 26,245 ". :~.!4.; 

15,54,11,000 6,18,88,396 9,35,22,604 

1,34,os.39,~ 1,23,72,28,002 11.96,12,987 1,60,02,489 

29,68,22,000 29,40.45,729 1'1.98,618" 

· 1,04,00,17,000 SM,31,82,773 U;78,14.309 1,59,80,082 

PART IV-DEFENCE SERVICES-. 
A.-ExPENDITURB OJIARGED '1'0-

• RBVENUB. 
'8. DeJuice SenJicu-::-EJ/ectifJ8'-Non-·· 
• wt6d " . 90,03;63,000 96 68,38,000 1,64,100,000 

S9: DeJenu Seroiou-.Non-e$eeti'V&-
Non-tx1ted . ..• 8,87,81,000 8,79,86,000 7,96,000 

Tot&I-Defenee Set'fJicu-(Non-voted) 

Grand Total • 

Total 
( Non-voted 

t Voted. 

---_ .... > -------------
· t;iJ3.91,43,000 1,06,38,/8,000 7,96,000 1,64,700,000 

• 2,99,15,42,246 2,88,$~,34 26914,26,38,346 3.67,30,369 

. 1,60,6P,72,2481,62,01,01,9·t7 66,22,461 1,96,62,1. 
(a) 

• 1,38,65,70,0001,26,56,32,32213.70,15,895 1,70,78,217 
(b) ---------------------------------

*The Figures are (/f'01I8. . 
(4) This amount is less than that given in statement No, 3 o!Part A 0{ the Finance Accounts 

. of the Central GoverDment for 1941.42 by Ra. 125 wbieh is due to rouuding . 
. (b) This amoUnt is more than that given in stateDl$Dt No.3 of Part A of the Finance Aooounte 

~.tbe Central ~ernmentfO,! 1941-42 by Rs. 11,01,740wbicb is-compoaed of (i) Be. 11,01,741 aDd 
.f") Re.-1. (~) 18 due to the fact that credit to Capital for the value of aaeets80ld and. .. ~ 
m the Posts and Telegraphs Department have not been taken into &CCOWlt in the Ap~lOD 
Accounts. of that Department 88 the Demand was for the groa capital Expenditure. - (M) is due 

. to roundlQg. . 
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.' Summar!l'Qj Appro~imate Financial Result, of Indian StatfJ'-RailwaY8 in 19.#2-43. . / .. . 
The latest, approximate fi,pres f)f revenue and expenditure· of Sta.te railways for '1942-13 

show £he following results :- _ _ 

• ·Groaa traffic receipts. amounted to 154·47. trores (149·31 for State-owned lines and 5.16 
:lor wor:k~ lin~B) or ],9·30 crores more than in the previous year aBd 5·~ crore8 more than 
~e rev18ed estImate. . 

Ordinary working expenses (excluding depreciation) amounted to 68.82 crores. or 5-28 
a'~res more tha~ in the previous year and 2·45 crores less than the rev~q -estimate. The 
.amount set apart for depreciation was 12.59 crores or 9 lakhs less than in the preyiou8 
year. The payment to the worked lines amounted to 2.67 .crores or 66 lakhs le88 than in 
the .,previous year. . ' . . 

Net traffic rec~ipts amounted to 70·39 cro~ or 14. ri crores more than in 1941-42 and 7·66' 
-<:rore8 more than- the revised estimate. 

M~scellaneous . transactions resulted ina net reeeipt of 1.80 Cl:ores 01' 90 
than m the prevlous year and 9 lakhs more than the revised estimate. 

lakhs more 

~e -net revenue befote meeting interest charges was 72.19 crores or 15.67 
"than 111 1941-42 and 7·75 crores more than the revised estimate. 

crores more 

The toal interest charges amounted to 28·13 crores or 31 lakhs less than in 1941;42 and 
J laklu less than the revised estimate. . .; -:rhere ~as a 8~rplus of 44·06 crores against 28·08 croresin 1941-42 and against th~ 
:revised estlmate of 36·28 ~ro~es. Out of this 00·13 ~ores will be paid to general revenues, 
lb·08 crores to the deprectatlOn ~eserve fund towards r~yment· of the loan taken from it 
.and the ba.lance of 7·85 ...crores will ,be transferred to the railwav reserve fund - . . ... - .. . ... 

Against appropriation of 12·59crores to the depreciation reserve- fund there 'was a 
~ithdrawal of 4·52 crores including 22 lakhson account of dismantled -lines. The total 
increue in the balance in the fund was 30·68 crores, 8·00 crores being the net accretion for 
~bE.·year, 22·38 cro.res repayment of the outstanding loan (16·00 crores from the year's 
.aurp~us and 6·3{) crores from raihtay reserve). and 23 lakhs representing the balance at the 
.credIt of the renewal sUBpeIl8e account of the late Bengal and North Western and Rohil-
khund and Kumaon Railways which accrued to Government on the purchase of these' 
f'ailways. The closing balance on_31st March, 1943 was 82·53 crores, -

Against 7·85 crores transferred to the railway l'eserve fund from the year's tiurplus 
. t,Jlere 'was, for reasons state<t in pal'a. 7 'of the explanatory metnorandum on the Railway 

:nudget for 1943-44, a withdrawal of 6·30 crores for credit to the depreciation f\llld. TJie 
balance in the reserve therefore increaaedonly hy 1·55 crores and stood at a.34 crores, 
oat of which 74 lakhs represents investments in branch line shares and 9 lakh8 loans to 
banch line companies. . ' . 

The total capital expenditure during the year amounted to 17·78 crores, of which ~6-23 
. crores was on account of the purchase of various railways, viz., the Bengal and .North 

Weatern (12.;51 Cl'01'es) , the Rohilkhund and. Kumaon (2·31 Cl:OCes), the T~pty Valley. (1·65 . 
nores out of which 43 lakhs has heen contrIbuted by the Baroda D1frbarj and tAe Mtrpur-
J.rbas-Khadro (12 lakhs); partly' reduced by <:I6dit received from the Baroda Durbar on 
aeooant of sale of Broach Jambusar Railway to the Durbar (36 lakhs). The. balance .of 
thE expenditure was on account of the increase in stores and suspense balances (1·83 crores) • 
and expenditure on improvement of lines (Illfoinly engineering works) (1·85 crores). Aga~ 
this there was a write-off of 1·61 crores on aCCQunt of units of rolling stock sent Qyerseas 
mhouf. replacement and 52 lakhs on acc~unt of the cost· of dismantTed lines .. 1)e Govem~ 
m~nt C&pital-at-chal1Je incteased l?y 6 crores. on account of the. discharge of the debenture 
raIsed by the RohilkhtmQ and Kumaon RadwayCompany owmg to the purchase of the 
line and a· part of certain debel;ltures raised by the Bengal N agpur and the South Indian 
Railway Companies in pursuance of the 8"chtmle of repatriation. ~f sterling loans. • 

At the end of 1939·40 -the liabilities of the railways amounted to 66 crores, of which . 
.al-29 crates represented 1~ from the depreciation reserve fund and 35·71 crores unpaid 
eontribution to general revenues from.1931-32 to 1939-~ an~ t1;t~r~ was a sum of 48 lakha 
iDthe a&ilway resene, At the close of 1942-43, all the ha.l>1ltties were cleared and. tlte 
balance in the l'8IIerve rose to 8·34 crores. 

The ratio of ordinaty working expenses to gross traffic receipts was 44·6 pel' cent . 
• ,.inst 47 per cent. 'in the previoui year. . . 

. The ratio of t.he total working expenses includ~ contribu~ion to the depreciation 
'l'elerve fund waa (,2·7 per cent. against .56-4 per cent. m the preVIOUS year. 

The ratio of net revenue to the capital-at-charge was "9·35 per cent.' against 749 per 
CAIlt. in the prmouIJ year. ' 

The following statement compares the. results' of the working for the year 1942-43 .with 
the revised estimates for this year' and the, actW!ls for the previous ~. 



". 

1. GroSs traffic receipts . 
2. Qrdinary operating expenses 
3. Depreciation • . 
4. Payment to worked lines 
-5. Net traftio receipts • 
6. Net :miscelJaneoua receipts 
-r. Interest. . . 
8. ~U8. • • 
t. BIIale of general revenues 

#. 

; . ...... 

i IMl-42 
Aotuals. 

135~ 17 
63'54: 
12'68 
3-33 

M'62 
0'90 

28-4:4-
28'08 
20'17 

APPENDIX IV. - .. 

(In· crores.) 

19u-43'. 

~ 
Revised approximate-

estimates. aotuals.< 

149-25 
71'27 
12'68 
2'67 

62-73 
1-71 

28-16 
36-28 
20'13 

164-~7 
68-82 
12"69 
2'IT 

70'39· 
l.80 

5'13' 
""06 20-13 

1iemm-antiufII on flUJl.·ing a lump sum ~tribution ot R,. 150 laic"" to the Renewals Reserve-
Fund of tn.e posts and Telegraphs DepartmenJ. • 

The Public Ac.'COunts ~ommitt~e at their meeting held on 21st August 1~, a~proved of 
the annual contribution to the Renewals Reserve Fund from revenue bemg raIsed from 
Rs. 23.05,000 to Rs .. 2S lakhs for a period of 5 ye~rs frpm 1941-42. In i view of· the large 
project' estimated to ("Qst Rs. 8 cror_ (since revised -to 16 crores of which the Posts an? 
Telegraphs share is 4 crores) for t~e develo~ent of telegraph .and telephone commUDl· 
cations . it was aecided bv the Committee at theIr subsequent meetmg held on 13th August 
1942 that the arrangement should Btand for two years only instead of 5 years and the 
position should be reviewed at the end of 1942-43. . 

2. The annual contribution to the Renewals Reserve Fund,. the withdrawals therefrom 
&iDee 1936-37: the balance at the credit of the fund and the Capital at ch~rge at the end 
or each year are' indicated below:-

Year. 
Opening 
Balance. 

Contribu· Withdraw - Closing 
tion from a1 from the balanCe at 
revenue. Fund.· the end 9f 

the year. 

Capital 
at 

charge. 

Proportion 
which 
closing 
balance 

bears tb 
capital at 

charge. 

---------------------------------------------------.---------------------~ ... 1936-37 3,03,79 25,00 21,88 3,06,91 17,62,71 ~ 

1937-38 2.83,3~ 23,1) , 15,30 2;91,13 16,71,88t 
1938·39 l,89,13t • 23,13 16.36 1,95.90 17,07,03 
1939·40 1,95,90 23,05 -20,89 1,98,06 17,36,Q6 
194:().4 I 1,98,06 23,05 26,~ I,M,71 17,69,24 
1941-42 1,94,71 25,00 27,13 1,92,58 17.73,04 
i942-43 . 1,92,58 25,00- 39,83 1,77,75 19,07,96 
~Upte March 

Supply). 
1,44,28 • 21,06,66 1943-44: (B. 1,7'1,75 25,00 68.47 

E.) 

> 
*Exclodes 23,61 repreaenting the ahare of Burma and Aden. 
tExcludes 1,38,83 representing the value of assets of Burma and Aden. 
t&. 1,02 lakhs paid to make up the Qrrears 1088e8 on Preu traffic. 

17:41% 
17:41%_ 
1l:470/0 
11:41%. 
11:06% 
10:86% 
.9:31% 

6:86% 

3. Since 1940-41, the fixed annual contribution to the Fund has been insufficient to 
meet the demands ~on it. The risin$ proportion of withdrawals to meet the heavier coat 
of replacements is caDling the depletIon. It has therefore been decided by the Government 
of India that !l lump sum contribution of Rs. 150 lakhs should be made to the Fund by 
way ?f replemahment out of _the accumu}ated surplUl at the end of 1942-43. . Thill will 
practically double the balan<.-e at the credit of the Fund at the end of the current' financial 

year and bring it up to the level of 1936-37. 
4. The telephone systems of Licemed Telephone Companies are in the proCe8S of being 

amalgamated with the depa,tmental system .. The Department ha\.. invested overRa. 6 
crores in purchasing the share8, et-c., of the Companies. In addition to the annual contri-
bution ofRa. 25 lakhs to the Renewals Reserve Fund, a sum of Rs. 16·34 lakha has been 
pro~ided for in the budge~ for 1943-44 in respect of the aBSeta taken over from the' Com-
pames. The amount reqmredcan be assessed more correctly after lOme experience haa 
been gained· of the expenditure on renewals. . . 

~ 



61 
" 5. A; .uitable time for review of the annual contribution and. apportionment. t.h.~f 

among t.he bran~hes win be t.he end of 1944-45 when. the Telecommunicaj;ion Development. 
Scheme and t.he taking over of t.he- Companies' asaets ate' expected to be complet.ed. . For 
the pl'P8ent the replenishment. to the extent 9f 1tB. 150 lakhs is comidered to be sufficient. 
The appOrtionment of this lump SUD\ contri.bution among the. br.anches, na'mely Post. Ofticx." 
Telegraphs, Telephones and Radio will be decided after the approval of the Committee 18 
obt,ained to the main proposal. . . 

... APPENDIX V. 
Jlemo~andum on the OCCUTTence of pt-T3istent 3am"'hgs in the provunon fOT ~oTkl ezpenditure. 

In pMagraph '7 of their report on. the :\p~ropriation Accounta for 194G41, the Public . 
• \Ccounti Committee desired that an mvestlga.tlon shou~d be ma.de and a ~~rt render~ 
io the 'Committee as to whether it was a fact that perSIstent 8&VlIlgs occ1J!l'ea m the proVl-
~uon for 'Works expenditure because budget pro,!ision was m~de by the Fma!1~e Department 
without adequate examination of whether the Items f~r which budget. proVISion wl!'s made 
liad Feacbed a state of maturity sufficient to ~ble them to. be e?,ecu~d In ~ followmg !~r 
to the extent· of such provision. The questIOn has been exammed m detail. The POSltlaD 
is as .followa. . 

2. 'The rules, require a scheme to pass through the following' stages before being put into 
~~OO~ , 

(1) Submission of proposal by the local authorities with rough plans and estimates 
o;()btained from the Public Works Departmeut.-f' 

(2) Accord of administrative approval by the Department concerned if the propoaal is 
;accepted by it. ' 

(3) Budget provision by the Finance Department with reference to budgetary prospects/ 
:and the relative importance and urgency of the scheme. 

(4) Preparation of detailed plans S'lid estimates and sanction from the technical Viewpoint . 
. (5) ExpenQiture sanction..' , I 

3. The condition regarding the preparation of rough plans and estimat.ea by the Public 
Works Department before administrative approval is sought has, however, had to be madi-
f&ed since a number of proposals fail to mature ultimately, thus involving fruitless labour 
-on the part of the Public Works Department. The Public Works Department are now 
'l'equ~r~d t? ~ke ac~ion o~lywhe~e the prospects of administrative -approval and budge~ 
:prOVISIon JustIfy th~.. This. has m a few cases r~tilted i~ adminis~rative approval and, 
nn turn. bu~-get provlsI~U, bemg allowed on the basIS of estImates whIch have not had any 
real profeSSIonal sc~utmy although of course the Public Works Department officials are 
g('~~raUy co~~lted mfonnally, but the alternative of insisting on a strict adherence, to the 
orlgmal conditIon. would throw an impossible extra burden on the Public Works Depart-
ment whoseenergle8 are at present heavily overtaxed. . . 

'4. Budgetting authorities are strictly enjoined' to take into consideration the time likely 
'to be spent on the cQmpletion of formalities preliminary to the execution of the work and not 
to ask for more funds than are likely to be spent in the ensuiRg year. They are also 
required to. take'iu hand the preparation of detailed estimates, etc_, a. soon as budget.. 
provisiou is secured, so that the work can be started immediately on the commencement of 
the year. Where, however, so many authorities are concerned, it is not improbable that 
lhese ~xhortations sometimes prove difficult to observe ftl pract.ice. 

5. The present procedure in regard to 'budget provision for ·works does not thus suffer 
'from any intrinsic defect and the only effective means of curbing a tendency towards 
,-extravagant estimati.ng i~ to reduce .estim~ted . provision generally or impose lump cuts .. 
'8ueh wherever p08Sl~le m consultatIon With the Labour Department. AccordiI~ly lump 
cuts have been made~lD the 1943-44 budget under 'the heads 'Civil Works' and 'Tribal' Areas· 
.Dlong with other expenditure heads. 

APPENDIX VI. 
MemoTmulum on utilisation of tlMnticipate.d crediu . 

. The following note is submitted with t'eference to the 'liiscussion at the meeting of 
'the Public Accounts Committee on the 3Ot.h August. 1943 on the question, of the utilisatiOn 
, of unant.icipated creditA, 

The question of utilisation of unanticipated credits was examined in detail by the Public 
Accounts Committee in dealing with the. Appropriation ACCOunts for 1930-31 and 1931-32. 
~he Committee laid down the ~anera1 principle that no controlling officer should be per-
mitteft i.? uti~i~ un~nticipated credits in order to increase his .spending power. To imple-
mpnt thIS prmclple they at first recommended t.hat such credits should be treated in th~ 
.ancounts as receipts.. and not AS deductions from expenditure. This, was however .impracticable 
on the following grounds:-

(i) An'icipation or non-anticipation of a credit is not really a v!\id cri~rion of classi-
fication and an item cannot be classified as. receipt or as r.eduction of expenditure according 

~,.to the accuraCy of. a "previous forecast, and . 
(ii) Where the recovery is from &DotherDepartment, thi& involves a double vote. 

~-.' 
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mtimately the Coounittee ret:ommended' "tba~ in ~ where 8ub8taa~ial UJlan~iti~ated 
.credits are to be 'utilised to incur frem expeudltOl'e which would, not have been mciu:.ted 
but for such credits, the approval' Of the Stlmding Finance Committee sh<?Uld be ob~ined 
in the same way as tal' items of supplementary iranta". The recommendatlOD wu--accepted 
and ~ecessMy instruction8 were iasued. to all concerned.J • ' • 

2." The fundions of the Standing' Finance Committee came under review subsequently 
and the following conclusions were a~pted by' the Cot.!mittee:-:- , ' 

, . 
(i) Th~ Committee is constil.uted j,o examine J,~xpeftditure proposals and is not 'concerned 

with the ways and means necessary to meet the proposed expenditure. 

(ii) All proposals for ,Dew services would be referred to the Committee, 

(iii) Proposals for extension to, existing. lierv!-ce8 called ne:w itema would :he referred to-
the Standing Finance Committee at the discretion of the Fmance Department. The qUe&-
tiOD, wbether Att refel'ence should be made would ,be decided on the merita irrespective of the 
method whereby funds were to be' provided whether'by budget provision, re-appropriation or 
suppJementary grant, ' ," 

(iv) Supplementary grants would no longer be referred to the Committee as ~ matter of 
course but only where these were oocasiORedby the adoption of subltaatial new seMmes. 
",Aich would haye to be referted to the Committee in- "iew of their intrinsic importance., 

. 3. The clarificatiou of th~ fun~tions- of the Standing ~i.nance Committee 'has made i~ 
unnecessary to refer an expenditure proposal to the CommIttee merely on the ground that 
it would be financed from unaI\ticirated credii$. Practical difficulties also, however:~ 

. }:'reclude a strict .dherence to the letter of the Public Accounts Commit-tea's recommenda-
tion. Proposals for fresh expenditure. justifying reference to. the Standing F~ance ~­
mittee on merits have naturally to be referred to the CoIDlntttee at the earbest p08Slbl. 
stage- and it is seldom, if ever, possible at that stage to say definitely whether unanticipated 
credits wotdd accrue to meet the· expenditnre or a part of it. An appreciable portion of' 
the civil works programme for 1941-42 was thus referred to the Standing Finance Committee· 
in September 1941 but the additional air-field construction work on behalf of the Defence-
Services which was mainly ffiJponsible for the bulk of the ultimate unanticipated credit. 
in the' civil works grant was not known at the time. Credits in this grant have to be 
.estimated with reference to the works expenditure on behalf of other parties and in the 
case of works in progress an accurate _ estimate is hardly possible until toward. the end -of 
the year. -

4. In practi~ Finance Department merely allo~ 8a"ings .to be qtilised for meeting 
expenditure on schemes which have already been undertaken with the approval where neces~ 
Bary, of the Standing Finance Committee., 1t is not pernii88ible to take a ~upplementary 
grant 80 long as sayings al"e available for whatever reasons (except, of cour8e, in thb cae 
of a 'new service' where a token grant. is mandatory tinder the Legislative RulesL and the 
utilisation of the saYings is. more or leas formal to avoid large variations ander individual 
~ub:heads. . 

5. The procedure in ,"ogue involves no real departure from the main principle of the-
"' Public Accounts Committee's recommendation. ipeBdihg departments cannot utilise without 

Finance. Department's concurr~nce any unanticipated credits even for normal exCesses such 
. 8S on travelling' allowaIlC6, leave salary aud contingencies. Fresh-items have to be referred 
Jo the 'Financ,eDepartment in any. cas.; und,er standing inatructions. Finan~ Department. 
accept fresh Items not becau~ saVIngs are or m~ become available but only if they ale' 
jUltified au -merits. Cases ,are referred to the Standing Fi~nee Committee in accordance 

.' witb -the eonl"entions accepted by the Committ.ee and no exemption is allowed" on the mere 
~Jo~d of availability of fundi. 

6. The Auditor General's view is briefty th!8: 

Alth~ugh legally even the FilWlCEJ Department'. approval is not Deceuary to the utilisa-
tion of unanticipated credits, the Legislature is not only juatified in seeing that additional 
apqding power is not given to Govenunent without ita own approval but is under an 
obligation to do so. The convention mentioned in the last sub-paragraph of paragraph 1 
above w~ acce~ted after de~iled colU!id~tion to achieve this o.bject. If the functiOns of 
th£-8t.and~ . FInance Comuuttee are lImited to the examination of freah items of expendi-
ture t~ It 18 ?JO longeI' the aqthority to deal with .the utilisation of unanticipated credits 
unless .l~ ~unct.lOna are. ~rged, Bod the alternatives are either to have a token votufor 
fh~. uti;lisat.!on .of unant~pa~/credita or to follow the Railwa3 System under which Inch 
?tih.satlon 18. either explal!led 1D. the Budget Memorandum if the credits are noticed before-
'~fhe hPreparatlon. of the rev~ estunates or 8pecifirally. included in'UIe Appropriation ACCOUilta-

_ I t ey are notIced after the close of the year. -
. ..po 

7. Although forreaao1l8 already expll\med, the O()vernment C}f India do DOt consider'-
that the preiJetlt arrangement involves any real departure from til.. .ririt of the C01lven. 
tion, th~ ~~v~ no objection' if the .P.ublie Account~ Committee 10 desi~, to 'the adoption, 
(JD the CIvil BIde of thesy ... obMiDi~ OIl the Hallway. side. . 
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APPENDIX ·VII. • 
MtfMrandum on cQuaboration between War and Extft1tql. AlfaiTB Department8 as Tegard •. ' 

Qu'etta ReconstructiOn. ._ 
In lub-para. 2 of p81'a. 97 of their Rep"rt on. the Account, ~f 1940-41, t~ Pllblic 

Accounts. Committee recommended that in view of the change in military. plans, it woulfl. 
be desirable to have somewhat greater' cWta.ct between the External Affairs and war De-
partments as regards Quetta Beconatruction... ._. ~ . 

2. The External Affairs Department were not quite clear as to how greater contact 
l~tw~n these t,,:o D~rartments w~s. ~ he1l\civil reconstruction unless ~~e Public Acooun:t.· 
CommIttee had In VIew the possIbihty of SOIDf: of the permanent bUlldings of the War 
Department becoming s~rplus to their requirements and being. taken over by the Civil 
Adminiatratioll. Th& question was therefore diacusaed with the War Department. 1't 
was pointed out by that Department that there was no reason to suppose that the military .... , " 
importattce of Quetta af~r the War would be les5 than it was in 1939. Plans for military' 
reconstJ'Uction accepted pre-war were' likely to be required in full after the war. In their-
opinion, it was most improbable that . anything built in permanent construction for' milital'I 
purposes would .be availableior tra.nsferto Civil Departments. 

3. The Public Accounts Committee seem also to have thought that the Civil Depart~ 
ment. ~hould follow ~he military practice of slowing the tempo of constructional activities 
in Quetta during the war and of using cheaper materials. Neither -of these rractices· cllh 
be followed ?1l: the ciyil 8id~ As was exr.lained to the Committee, the impoltance of Quetta 
froID: ~he (~hvll ~t of Vlew would still be great 8S it is the headquarters of a looal-
adml~mstdtlon; I~l~ nec~a.ry. that Quetta should ha.ve decent public buildings before· 
long. As .s~ch bUlld!ngs WIll have to be permanent (unlike the temporar:" struetures put up 
by th~ mih.tary durm~ ~ the war) and also earthquake-proof, cheaper mat-erials cannot be, 
Uled 1n theIr construction. ' 

4. In these circumstances, the suggestion of the Public Accounts Coinmittee was not 
pUl'8ued. 

APPENDIX VIII. 

Statement Bhowing Ba1lCtionedBtre":glh of ga:.etted.otfieera- in the Oontracts Directorate. 

Designation. ABon As an ABon As on Ason· 
13-12-39 1-7·40 1-1-4:1 1-7-41 31-'-41' 

-----~---.. 
Director of ContractS . 1 1 1 1 1@ 
Deputy Director of Contracts 1 1 1 1 1@ 
Assistant Directors of Contracts/Con-
trollera of Purchase . ,-. 2 i 4: 3 3 

Deputy Assistant Directors of Con-
tracts/Deputy Controllers of Purchase 2 2 2 4: '5* 

.Staff Captains/Assistant C-ontroDers of 
Purchase . . . 4 12 15 16 16'. 

Attached Officers/Deputy AsSistant 
Controllers ef Purchase. . 10 27 38 4 38 

Oftioer Supervisors 3 3 .4 5 5 

TOTAL 13 31 54 68 67 

• • 
@ Held in abeyance (with effect from ard AUgust. 1941 and 5th August 1941) oonaelJUent on the (ormation, 

of the PurchAae Branch. . '. 
• Excludes one poat or Deputy Assistant Director of Contracts aanctloned for ContractaDlrectorate' OBc 

tUb Auauat INI. '. . 
NOTE ;- (1) Berore the war the Directorate cUd not ba~ .AIly'purehaae omcers below the rank of StaifCaptain., 

From 1-""0 onwarda certain poeU 0( attached o1llcer& of the rank or Lt. or 2nd Lt. we~ 
created. 

NOT8 :- (2) The datEe lhOwn above are dlfferent from thOle mentioned In too laat lab-para. of paragraph 11 
. at P88t' 42 or the "Report or the Publlo Accounts Committee on the Accounta of 1940-4:1". ABc. 

tbe Information Jiven above ia the one readily available and .. ilgurea for any other IbterveniDa 
daw. would require to be compiled lpeciaUy. it la more convenient to give the strength or the 

. -Contricta Directorate on the date.-mel1t1oned in tbe above ltatement ratber tban those mentioned • 
fa the Report. referred to above. It fa. theraCore. hoped tbat the I~tement as it stand wWserve: . 
the Committee'. parpaae. . 

APPENDIX IX. 
Mtmo~m on di,confinutmee 01 pa!lmmt, to the Rajptrtcma Indian Soldier,' Board. 

The Bajputana. Indian' Soldiers' Board was constituted in 1919" to co-ordinate and 8Upe~­
the work of DiMrict and Stat\!! Soldiers' Boards in Rajputana. The cost of. the e.stahbah-
ment of the Rajputana Board including othe1' charges, ~n. !,ccount of contmgencles etc., 
amounts to Be. 2,300 & year and 1& met ftom the C4!ntral CivIl Budget. 

2 In para 127 of the Proceedings of the Pbblic Accounts Committee on the accounts -or-
194041, ii wa'a"jtated that tlle question of disci:mtinuin$ payme~ts f? the Rajputana Soldier&-"" 
Board had alr.eady been taken up and was under active COD81c!eratloD. -



M 
". The Government oj India 'have ,recent1:y agrfed to meet the expenditure on '~..he pa; 

-of Secretaries and Clerka of all Diat,.ict Soldlera' Board in British India; from the DefeDC9 
ServiC8l!l Estimates. Besides, they· h6ea!s0 agreed to mab a grant-in-aid. to cover other 

--expenditure 8ach as eta'ilionery, travelling allow,anee and postage etc. Moreover all eipenaes 
.in connection with the welftre scheme 'for Rajputana (C. L. O. and A. C. L. 0:, -R&jputana 

~aDd Ajmer-Merwara) is met from the Defence Servi<;ea Estimates. , " 
4. In view of the position stated in the pnceding paragraph, it bas since been decided »y 

the; Goverllment of India that ..the e:xpenditUl'e 011 account of the Rajputana Indian Soldiers' 
Board, which was hitherto met fl'9m the Central' Civil Budget, should be transferred to the 

. appropriate hE'ad -of the DefenC'e Services Estima~. . 

APPENDIX X. 
lle7lwf'mul~ on irregularitiu i" th~ puTcha.e 01 fUlval ,tore,. 

I~ par~apht 7 of their report for 1942, the Military Accounts Oommittee deaiNd to be' 
-f~hed ' WIth I a. report of the fac~ of the case mentioned in paragraph 10 of the Appropr~ 
,~n Aeco~ts o~ the DefenC\l Sen"lcel for the year 1940-41, relating to certain alleged frauda 
,In connection. With th~ .purchase ofatorE'S ~or t~e Royal Indian 'Navy in 1939. 

2 These irregu1a.ritl~ were first enquIred mto .by an expert committee, appointed by 
-the Gov~J'DDl8Ilt of IndIa, and on th~ recommendations of that Committee the matter waa 
pat in the hanos of the. police. As .a. result of Ute police., inv,!!8tigation (which lasted for 

.11 montha) . ..and after ~mg ~al opmlon, Government deCided to prosecute a private COD-
tractor, hIB clerk and a respcmsible Government officer, and crimin.a.P proceedings were 
instituted in the court of the Chief ~residency Magistra~, Bombay. If, was, decided to 
postpone departmental action against certain other Government officiala until the ~ult 

-of 'the criminal proceedings was known, as premature departmentalaetion might have 
. prejudiced the cnminal proceeding. 

3. The charges framed in the ~riminal ~a&e are sllllllitarised below:-
ta) p~~ COf&t,.actOr.-Unda~ sect~on .400 I. P. C. for prese.iug -to Government, 

.a.nd ~bta.ining. payment for, a ~ill which mcluded a sum of ~. 2,625 in respect of a 
'eertain quantity of steel supplied to the R. I. N and whIch, though of an inferior 
,quality, wu falsely described as "High Tensile High Speed Steel." _ 

(b) 7'M 'clef'k t.o tM Contf'QctM.-rUnder section 4~ r~ with 109 I. P. C. for abetting 
:the Contractor and conapiring with him to cheat Governm~nt by making a false deacrip-
-t·ion of the steel in the bill submitted to Government. 

(c) GoveNl1nent QlfieeT.-Un~r section 400 1. P. C. for signing.. certificate on 'the 
'ftYerM of the bill 'submitted by the Contra.ctor containing materially falae statements 
that from the ~t in~ol'lD.'tion obtainable the prices charged were not more than the 
~rket prices at that time and that either tenders had been invited or that sufficient 
reasons existed that it was not in the fublic interest to do 80. , 

4. After a prolonged trial the Chie P~idency Magistrate, Bombay, in January 1943, 
fonna" that the prosecution bad failed to establish the chargea and acquitted all the accused. 

5. The judgment was very carefully considered by Government and after obtainins 
legal ncivice, they decided that no useful purpose ,vonld be served by flUng an appeal 

-against the acquittal. ' , 
'6. The qws'tion of taking departmental action against certain other Government officials. 

mentioned in paragraph 2 above is being actively pursued. -
7. Instructions have already been issued 'to the effect that -except for artieles covered 

'by separate contractS, all purch8ses of Naval Stores in India .honld be made nonnaDy 
-through the Supply ~partment agencies. 

APPENDIX XI. 
Co' 0 MemOrtmdum. oft delay, in ,tore €lCeouflting in L. N. D. V tutU. 

, In- paragraph 80f their report for 1942, the Military Accounts Committee asked for a 
repOrt on the problem of store accounting in Local Naval ~fenC8 Vessels. These shipl 

• 'are too small to accommodate Accountant Officers and ratings, and 80 cannot, like the larger 
1'essele of the R. I. N., be properly self.accQDnting. TIR Store Accounts of,nch veue], 
are therefore maintained as followa:- ' ' 

Type of accounts. Responsibility tor maintenanoe of accoUnts. 
'VietQa.mng Ctothina • . . . Baae Accountant OiBcer at the L. N. D. Baaee' 
'C~ Stores, Permanent 8~re, Fuel The Executive or Engineer Oftloerl, 88 the 
,_ _ • C888 may be, of the L. N. D. veaae1e. ~, 

The duty of maintaining such initial accounts as must be written up- on board at!! traDl-
- action- occur devolves on the executive and technical officers of the .hip~. As explained in 

the Audit Report for 1942, these officers were pre-occupied with their own Naval training. 
were unfamiliar wi'th \the Government- accounting .yst-em and, due to frequent transfers and 
~xt.reme pressure of work. had little oppOrtunity of becominft conversant with i~. Constan~ 
-traasfers of thue ships from baae to b~ involve transfer of l'8Iponaibility for such of the 
'accounts as are maintained by Base Aceountant Officen and an inevitable 'time lag which 
tenia to cause confusion. Mor~ver, the Batre Accountant Officers themselve! were ooly 
rartially trained and· 80 were unable properly to advise the ships' officet'8 in the duties 
-placed upon thiem, or to asmt in the IOlution of the adminiatrative problema inevitably 
ueociated with lueb a I)JIItem. 
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'Ii .T~e prob.lem !-a th~ t!'lo-fold. It is n~~sstJt:Y in th.e first place to improve,· aa far 
.. th18 11 poss1ble In l\1ch circumstances, the mainttlJ)&ll~ of the basic ~cords from whlcll 
th, accounts are compiled. ~d rendered, and to define responsi1tility clearly. at each 8~. 
8econ.dly, to ada.pt t~ eXlStmg sy8tem te the, special hatures of L. N. D. vessels. 

3. • The anears reported 1:0 the Military' Accounts Committee at their meeting of 3rd 
:Auguat 194~, wera not restricted, however, to L. N. D. v.esaels. On further investigation 

• It ~came apparen't that the standard of accounting throughout the R. 1. N. was in need 
of Improvement, and tha.t the only wa.y.to iinprove 'it was to establish .,p. properly organiaed 
Account~t Branch. ~ 

4. Jmmediate measures were there£o~ ta.ken to recruit and train a la.rge number of 
officers and ratings in advance of commitments. The Accountant Branch was formally re-
corut'tituted in. F~ca D~pa.rtment (Military) letbar No. l3361-N., dated 2nd December 
IM2. It CODll8ts ulter alUl of:- , /v 

(i) a F.1eet Ac<:ountant Officer whois on the F. 0. O.'s staff and ~s charged with the duty 
of ~ndermg adVIce to the F. O. C. ~ ~ll "internal accounting" matters; , 

(u) two Port Accountant Officers, sllndarly charged with the duty of ad\'ising local. 
commanders and of supervising accounting organisations in the ports and areas assigned to -
them; 

(iii) a Base Accountant Officer for each Bue; 
(iv) an Accountant Officer for each of the la.rger ships., The smaller ships are based on a' : 

port, and com\:) automatically under the acceunting control of the Base Accountant Officer; 
~v) in addition, each officer has a staff of ratings of 'different grades commencing with 

WrIters. " 
"'-, '5. During the year under report, sa.tisfactory progress was made in the recruitment and 

trainin~ of officers to staff the rIo:l-organised Branch, and to provide a· reserve againa. 
expansion. Accountant training is given in Bombay in a separate' ea'tablishment. The two 
duties of the Accountant Branch fall generally under the Supply and Writ~r heads, the 
fOrlD\1r being concerned with the i88ue and accounting of provisions, clothing, naval storM 
etc., and the latter with keeping of cash accounts, pay accounts, clerical work in administra-
tiveoffices etc. Ratings are now 'trained in either one or other, but not both, of the above 
cat.goriea. By 80 specialising, it is possible to achieve a higher st.an.dard of efficiency in " 
a aborter time, although in a mora limited' sphere of activity., 

6. The re-organisation of 'this Branch, combin~ with the special' measures described iii: 
the Il\1xt paragraph, baa had a' good effect. The la.t.est report shows that no regular vessels' 
accounts are in arrears. The outstandings (24 in number) are in respect of L. N.D. vessels 
only. Details are given in 'the statement in paragraph 8 17alow.' 

7. Pari ptUlU w'tth there-organisation of the Branch, the two~fold problem of L. N. D. 
accounti was vigorously tackled. Special parties. each consisting of an officei' and a f\lw 
telected ratings, were deputed 'to all ports and ships to find out the root causes tor delay, 
and to advise how these causas could be removed and the accounts p~peTly rendered. The 
Controller of' Naval Accounts deputed a portion of his staff to ,. the· ports to assist in this 
special drive. Detailed instructiOD& were also issued about the maintenaace of basic, records 
and the allocation of responsibility for compilation of accounts. The special parties neglect.ed 
DO opportunity of seeing t~ these instructions were understood and duly carried out., " 

8. That this special. drive had· the desired effect will be apparent from the tabular 
statement below:-

Number 0/ accounts wh08e submu,ion iI overdue. 

1·2.4:2 1·6·4:2 1·2-4:3 
(Audit Report (Mily. Aects. Audit Report 1-6-43. 

1942.) Committee 194:3. • 
,;r" 19~.) 

. . . " 
,~ 

Nature o( Accounts. 
Regu- LND ~- LND lRegn-Regu. LND LND 

lar veaJel! lar vessels lar vessels 1ar vessels 
vea· and :et and ves- and ves· and . eels. Bases. Bases. Bels. Bases. eels. B'aees. . 

, 

I. Quarterly accounts-
1 8 9 65 38 17 1. Victualling accounts . · . . · . 

2. Clothing accounts • • · . 3 9 19 4: 13 · . 1 
3. Consumable Store AccOunts · . 3 . . 32 .. 13 · . 3 n. Half-yearly acoounts- , 

Fuel acco~ts. Consumable 3 12 2'4: . 2" 10 , .. 11 · . 2 
Store ACCO'tUlts. m. Annual Accounts-, 

Permanent Store Accounts · · . 25 16 110 2 Il · . j , 1 
t - ----. Total 4 51 58 24:0 16 84 24: , · · . .... 
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Q. The prepar~tion of the 17t.b ou~ding victUalling accOUnts proved ;dii&ul~ m~ 

4qe t.o the absence of records, some bf whj.ch were lost in trag,sit, and yet others almJ)ly 
untr~ble. It has now ~een decided that tq,e only solution is to reconstruct these 
rartlcular accounts 80 that a ,modified audit mav' be conducted. Instructions· have.- been 
il:lSued accordingly. Receipts will be assessed on· 'the basis of the' quantities actually 
dt;livered to the ships as evidenced by contractors' claims and public supplies., while issues 
!fill be based on the. strength of the men as slllown in the pay aecounts. It is hoped that,.' 
m. a- very soort penod, all thealT!ar accounts\ under this heading (victualling accounts) 
wIll. have been cleared. It may be pointed out in. this. connection that new accounts have 
already heen started from definite dates base~ on phvsical balances exhibited by a ~peci,al 
stock-taking. . _..' • . 
. 10. In an attt:mpt to dea;-with the second aspect of the problem referred to in para.. 2, 
~t has been decIded ~ apply a system of central sl-orekeeping, similar to that obtaining 
m the Royai Navy, and the ~leet Accolljltant Officer is engaged in laying down a detailed 
procedure. :rhe NavaJ authonties confidently expect by this combination of modifieations 
.~. system .W1th closer and more expert, supervision over its -working, to effect a COl'ltinlloua 

.unproveu;umt in the standard of store accounting for L. N. D,. vetlleJs. . . 
11. It will be appreciated that, before the present war, the Royal. Indian Navy wu 

~ a small o~ganisation hued only on Bomb~y. Since the present war began, 'howev~r, the 
Royal IndIan Nav:r has expanded very rapIdly apd is now many times its pre-war strength. 
Further, the SerVlce now has bases at, every Important port. in India. The accounting 
problem is therefore a direct corollary of this pl;tenomenal expansion. 

. It is felt that the time has now come 'to obtain the services df an experienced and ~eniOP 
account&t:1t officer of the Royal Navy to advise on the accountil:ag problems of the Royal 
Indian Navy. The Government of· India have therefore asked the Secretary of state to 
agree to the loan of such an officer and this request has been approved. 

! 

, APPENDIX XII. 
" • .Jie1M1'andum 'describing the 1Ma.9UreS taken by "lite Stt,P'Jilll Departme1Jt, to meet tAe grotDing 

demand for tAe 'P'OCUrefM.n.t of war Supplie,. 
L The pr.inc(ipal measures taken by the Supply Departlqt:nt to meet ~e inoreuad 

demands of the Defence Services have been enumerated in pa.ra.graph 6 ,of t.h. Genenl 
Review of the Appropriation AccOuilts of the DefeQ.ce Servicea for the year 194142. . Tbia 
Memorandum explaiJIS the nature and scope of these measures and ~vea further, the 
developments that have taken place since, the Memorandum explainVtg the methods of· 
pun:hase and. control adopte:l by the Supply Department was presented to the :Military 
Accounts pammittee in 1940. (Appendix XVII to the Report of the P. A. C. on the. 
accounts.-of the year 1939-40)., . _ 

2. One of the earliest steps taken to establish ci08er liaison with 'Industry was tbP. 
location of the Directorate General of Munitions Production in Calcutta,the 'main cen"tN 
of the En~eering 'lnduatriea_ In furtherance of the object of eatabli~hing and maintain-
ing ploser contact with the Provincial Govts .. the Chamben of Commerce and Industriea 
Fnerally, Controllen of Supplies were set up at Bombay, Calcutta, Madras, Karachi, 
Cawnpore and Lahore. They were made responsible for the assessment and allocalion of 
capacity and for procurement of stores in their fespective circles. To facilitat(~ procure-
ment, 'these officers were inves1ied with considerahle pun:hMff powPr8 and an establishment 
of Purchase Officers was placed directly under their control. Deputy Financial Advisers 
were also appointed to these circles to work in close association with their respective Con-

. trollers of Supplies and for according financial .concurrence whenever necessary. A further 
.tap 'in decentralisation was taken by tranaferrint;t the wing of the Directorate Grneral of 

. Supply responsible for Cotton Textiles to Bombay, the principal. centre of the Cotton 
Indust3"y. A. panel· of advisers frOlJl the Tettile Industrywa8 set up to enlist the co-opera-
J,ioI\ of t:be .Industry and to a.ssis~ Govt:' in the. alloc~ti~u of orders. T~e&e mea8u~ea ?f 
decentralIsatlon of order ha.ve assisted greatly ill buildlllg up harmomoua rala.tlonship 
between the trade and the Government. 

3. To meet increasing military demandaOn the industriaJ relOurces of India. it. lOon 
became neceua.ry to encourage the ex~ion. of existing productive capacity an.d to establi~h 
Dew eapacity.. The following measur18 wet'e adopted by Govemplent for achieving th18 
end.:- . 

(a) Expa.nsion of existing Government factories or proviaion of new factories constru~ 
and operated by Government Department, or by firma on an agency built; 

(b} Augmenta.i.ion of existing indunrial capaclty by addition of-· 
(i) balancing pIa.nt and/or 
(ii) Annexes. 

(c) Grt'ater use of Workshops belonging to other Departmente of the Centnl GOftl'D.o 
mat.Of Provincial. GovemmeQ.u. '.. . 

(d) Hameuing of small scale or cottage mduatry. _ 
The MunitioI1& Production schemes, which were the otItcome of the reconm1endatioDS of 

the M~atry of Supply Miuion, wet-:. undertaken by Government aa agoverD!Denta~ !Il~"e 
·and the projects were '-planned .. and implemeDted hy the Armaments ProductIon Dlv~81on of 
the . Supply DepaTtmenl.. In Mldition to these Mnnitiona Factories. nt'w .. factories for the 
p1'Oduction of 'toluene,Super-Tropical Bleaching Powder,., FieldCablee etc., were planned 
in eoruroltation with Induatri. either ~d in ~th facilities for loeh prodnctiorl. 
---....... --....... 
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T~ faotorieawefe conotructed by theagen'tcompaniel.on behalf and at the expense of 
the Gov.ernment &04 were managed by the Agent Companies on fgreed terms.. Ownership 
of· tJle. Government 1~ the new assets create<J at public expense was preserved but. the firms 
operating ·'the pla~ts ~.ere allow~~ :under ~he agreement the flrst refusal to purchase the 
as&e~. a.t the iel'JDlIlatlon ~£ hostilIties at eIther the depre'ciated cost or the theD' value. In 
addlf,lon. to.the ~nstructlOn of these cOD;lplete producing units, it became &lao necessary 
ttl provldebaJanclDg plants to fir~s' an~ to ~ncourage exp{Lnsion of capacity by building 
annexes. In many cases, firm.. were helutant to unde~take expansion at their own expense, 
88 t~ey were doubt~u:.l a.bout th~ future pelloCetime prospects of m. arketing the additional. prQ: 
ductlOD. In recognition of the -enhanced cost bf capital construction durinrr wartime and of 
the fact tha:t the additional. capacity might in certain circumstances he s~rplu8 to Ihdia's 

I normal requumnents, the policy of making an outright contribution to the firins in certain 
ael~ted cases was adopted. The main com ide rations that led to the adoption of this policy 
were as foHows :- . , 

(a) in many cases the assets created' were indistinguishable from existing assets or 
could ~ nQt be properly sequestered. _ . 

(b) the uncertainties of Post-war disposar of assets' would be eliminated. 
Due allowance i~ J!l&de in the .prices for the capital assistance given.. Important deve~ 

, lopments for estabhshmg eonstructlOn, repair and maintenMlce facilities for ships and air-
craft t()()~ place in the year under revieW'. A small Directorate. Qf Ship Repair and Ship 
ConstructIon had already been set up under the control of the Dlrectorr.te General of Mum-
tlOns Productkm. This has now grown into a Directorate General of Ship Building and 
Hepairs with manifold responsibilities for constructing, equipping and maintaining the 
l1&val and the merchant fleets in Indian watets. SimIlarly, a small R. A. F. Directorate 
was clJnEtituted for meeting the urgent operational demaniis of the air forces for service t 

repair and overhaul of aircraft. This bas also developed intO the Aeronautical Stores 
.Division responsible far IIlIointaining the latge India based air force in fighting trim. 
. The assessmt:nt of the capacity of the worksho"Ps ofprovin~ial Go,:"ernments l.lnd of t~e· 
Railway and other Departments of the Central Government lD relatIon to th~l:{ essential 
req'lir~ments revealed thflt ~ some. cases capacity CC?ul~ be released for meetmg the de-
mands' of the Defence ServIces. WIth the co-operatIOn of the Departments and Govem-
ments concerned this released capacity has made· valuable contributions towards the solu-
tion of India's production problem. .-

Another interesting developm. ent was the hamesslDg?f the Smal! Sc~e ?r Co. t. !age 
Industries to' meet the requirements of the Defence ServIces. Items like locks, blankets 
camouflage nets, Pith Hats, halves, which could ~e .produced on. ~ large scale. by~he Cot-
tage Industries of India were replanned thus releasmg the capa~lty ,?f I orgamsed ,mdustry 
wlUch could be better employed, .lor the production of other artl~les m 3hort 5U~ that 

4. The methods adopted fo~ controlling ~rts \lav~ ~een vaned. It was rea . " 
the co-operation of the' importing firmli was a pre-r~qulslte of any sc.heme 1)£ cont~ and • 
panels of i,!,-porters wc!,e, .t~erefore s~t uJ? .to. advlf~«: on the quantIty . and varle~of 
articles reqUIred for mamtammg essentIal cIVlI lDd~trl.es. In som~ cases It has been. p0s-
sible to arrange with these importing firms ~ distnbute the ImpOrts to the ult~te 
consumers only with the consent; of and at prl(,~s .fixed by ~over'?'!len~. Throughou~. the 
endeavour has been to see that the availlEble ShlppWg space IS utilised to the maxtmum • 
tdva.. ntage 'and that the imports reacp. the essential users at a fair price. It· ha,s also be.en 
found' necessary to' re~ate exports, with or without price control, o~ certain essen~ial 
materials in short supply 80 as to ensure that the r~qU1rements of Indum. war prodnction • 
are first fully met at reasonable prices. , .• ... 

5. Control& have also been established over the ipro4lftlon and distributIOn of several 
principal items in short supply. The more important of these are the Iron &: S~ 
Control. Non-Ferrous ?tfetals Control and Rubber Control. These Controls operate m 
~lifferent ways, but the main principle always is to see that the controlled stor~ ale used' 
only for essential purposes including essential civil needs .. , They operate sometImes under 
a Jicensing system and 'Sometimes under specia.l permitS' issued by the Controlling Otlif:t!r. 
The establishment of sucll Controls has heen utilised in some' cases for the purpose of 
re(Z"Ulating priCE'-8 also. In the case of the' Iron & Steel Control it has, fOt" instance been 
re~entJv decided that aU steel sold bv controlled stockholders must be at prices def.talmined' 
hy Go~'ernment from time t.o time. . In the case of rubber, effectIve control over produc-
tion. distribution and price has recently been secured only bJ' Government. undertaking 
the. pu!"('haRE' of th~ entire Tndl~n' r1'uoe rubber nutput. and by Governments developin~ ~ 
the same time production from wild rubber yielding plants. • .•• 

6. Ar1"angements exist. to secure the effective concurrent control of t.he Finance Depart-
ment in a11 a d.ivi ties of the Supply De"'artment involving the disbursement of public 
fund.,,: and they are closely associated with the conduct of the ne~otiatio1lS which in presen~ 
dB"! ('onoWonl' almost invariably precede the' pla~in~ of any big ,CQnt.raet. The number and 
value of rontrartR placed by n~!!otiations increased in It tpa.rked mannl'r dUT"inq thp" -ar 
:mctl·t!2. 'For int'lf,ance. t,he procurement of Government's reQuirements of cotton te",tiJs. 
whirh showed a tremendous increase in the period, was placed during the latter' half of 
the Vf'Al' nn a hRII;s nf hulk oontracts ne~tiated with t.he industrv IU!. a whole thl'Onllh 
a ren"fOlIIE'nhtive nel"fOtiatin~ body as oJYpO~f!d to ad hoc coutrarl.s entered into with indivi-
d.na! 11.."., .. on a hll-sif'l 01 tender and ac("enfAnre. Contract.s made with industry after nego. 
tiatl011 1Ihowed many variations some of which were as fonows:- . w 

(!) "'1'108(1) in wftkh acinaJ ('OFt~ are navt\ble with (I, fixed amnnnt of mnfit per unit. 
(11\ Th.()~e based on ",ctua) roBts with a ceiling price. If the actual ('oats exceed' the 

agreed cellmg. pri~ Qo'Vernmentts payments are usually limited to t.he ceiling price only. 
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(iii) Those in which the prices paid· befo~ the war or thole t~wn lip lat.r by compe-
'tition are accepted as basic prices. . VariatioDa are made in such .prices according to market 
luctuations in co.. .. • 

7. It was realised very' e;nly that cost plu! arrangements are open to. the objection 
that the supplier being assured 'for his actual ,costs has I no incenliive for 1I('0nomy and 
efficiency in production. This matter waa discussed by the P .A. C. in 1940 and on their 
recommendations orders were issued to make it. clear that in "ll cues our aim nust b& 
to conclude firm price arrangements.' Cost plus' arrangements, with variations to suit 
individual circumstances, are- inevitable in some case, e.g., when no previous experienc~ 
exists or when the sl1pplier is un,duly nervous of Toss, COlt plus contracts in such cases are 
regarded as an interim arrangement to be replaced as,.soon ¥ possible by firm price 
arrangements. 

E~perience has~ howeverl shown that coat plus arrangements are more economical with 
certain ~arge, effiCl~nt and well organised firms. Where supervision js efficient and coat 
accounts are maint~ined properly the risk in~olv6d in cost plus arrangements are conSi-
derably .lessen~d whlle at the same time the dan~er of high prices due to invisible, reserves 
for ~ntingenCles always kept by private firma in their estimates of coat is, eliminated. . 

8. From the enumeration of the basis of contracts given above, it will be recognised 
that examination of the books,.pf the producing units is an integral part of the price 
arrangements. The Cost Accounting Organisation estl;lb1ished under the, Supply Finance 
Branch had, therefore, to be considerably strengthened to meet the growing demanda on 
their, services. An Accountancy PanelcOll8isting of representatives of well established' 
firms of Accountants had also been fonned to advise Government on specific accountancy 
problems involving general principles. .. 

9. Very shortly after the commencement of the, w~r complaints began to be made by 
auppliers of delays in paymen~s for suPP!ies m~deto Gi?vernment. T~e standard .procedure 
followed by Government proVlded for bills bemg suhmitted along WIth the certIficates of i' 
inspection and consignees' acknowledgments to the Accounts Office for payments. Delays 
arose atvarioua stages ~fore the bills ~ed the Accounts Office, ,ODe of the main Ca118" 
being the delay in .obtaini~ acknowledgmen~ from consignees. Due . to the enofIllou. 
volume of consignments passmg into them the Military Depots were not ionctioning pv-
fectIy. Difficulties in transport were adding to the complexity of the situation. Diver-
sions of consignments were becoming mOire frequent, which rendered the tasks of obtaining 
acknowledgments extremely diffieult. 

To, remove all genuine complaints actioR was taken on the following lines:- l 

(1) The procedure relating to the preparation and submission of bi11e- to the, Controller 
of Supply Accounts was simplified and standardised. ' 

(2) Payments were authorised against proof of despa~h. The consignees .. ere made 
responsible for sending their acknowledgments direct to their Accounts Offices. A special 

, procedure was introduced in the Supply' Accounts Offices for watching the receipt. of 
acknowledgments and for actively sectfring them in the event of delay.' 

(3) An Accounts Office was established in Bombay for making payments against con-
tracts placed by the Supply Organisations loca~d in Bombay, and Madras. 

(4) When considered necessary progress payments against work done are also made on 
-the condition that the assets are hypothecated t.o Government. 

10. An appreciation of the expansion of the activities of the Department can be made 
from the figures given below:-

Val1le of contraeta plactil:- t 
lHO .. l RB. 78 Croree. 1941.42 Ba. 184: croree • 

• • 
APPENDIX XIII . 

-. Notf!, Regarding the purcMBt crrrangementB for lUft Good,. 
(Placed before the Military AceountsCommittee vide ite~ 23 of the' ltateJ?1ent of action 
~ taken on the recommendationli of the Central Pubhc Accounts CommIttee.) 

h 21 of the Proceedings of their second meeting held on the 4th August 
In l:ra~ Accounts- Committee considered the system adopted for the purcbale of 

~:e' t de .){~l ryda They examined the arrangement by which these purcha881 were being 
.J ad ~hr~:gh ~ jute Adviser to Government and luggeBt!ed that, as only a .. ama~ propor-
:on eof the total output of the Jnte Industry, n~ely, "bout 20 per cen~., WlUI bemg. taken 
u b Government, the possibility of placing ~lldependent orders mIgh~ be cOIl.slder~. 

p 2.y Government have since examined this question very f~ly. and to. aId ~hetf;l m thell' 
decisions have conducted, throug~ their Cost Accounts Orgam~tlon, an mvestlgatJon of ~e 

fits earned by the Jute Indu.try both in respect of thell' general trade and alao ID" 
~=pect of Governme~t orders. These investiga~ions have shown that the. purc'h;as8S of 
Hovemment requirement@ throuj:rh the Jute A~V1ser have been made at prlces wel~ below 
the current ma.-ket· priCe8 and have resulted In profits '~ the Indu.st~ of conSIderably 
smaller dimensions on the average, than have been obtamed from Its general trade: 
further that the profits obtained from the general trade have themselves (on the average 
not be~ exorbitant.' In view of this, it appeared to Government that t.here ~'ere sclid 

'advantages in continuing the system of purchasinq' in negotiation with the Indian Ju~ 
Mills Auociation and by allption to all the memb~r-mi1la of the Association through the -



69 
Jute Adviser, rather 'than by the placing ot independent· olders through the open tender 
system '\\~hich would, it is certain, result in higher prices being paid .... In fact, one of the 

"concerns o~ Government ,has been that the Industry were not accepting for general alloca-
tion comparatively. small orders of the', value of B.s. 5 lakhs or 'leSs. These, in consequ-
en~,· were purchased by open competitive tender with the res-ult that higher, prices were 

. patd. over a' range of order! which, though indivipually compara.tively mall, were in the 
aJgregate of ~ub8tanti&:l value. Mureover it appeared to Government that with the produc-
tion of the Industry m danger of considerable restriction owing to increa.sed ~ transport 
and -'power difficulties and with the demands of th~' Allied Nations, chiefly the U-:- K. and 
the U.S.A., for war purposes being at the same time on the increase -there would be a 
danger that India's war needs would not be properly met if an ope~ competitive system 
of purchase were relied apon.,. . 

3. It appeared to Government however, that there were certa~ features of tne existing 
system of purchase through the Jute Adviser which ca.l1ed for improvement, particularly 
in regard to laying down a definite basis for price determination and associating the 
Finance Department more closely with the Jute Adviser in the determination of ,'prices on 
such ~sis. Negotia.~ions were a.ccordingly opened with the Industry and as a result the 
40110wlDg arrangement has been agreed to and is now operative:-
.... (i) The orders concerned are orders placed by the Supply Department of the Govt. of 
India for jute goods either for the Government of India or through them for direct war 
oraers ~rOlll J:1. J.\IJ.. U. In the UIl,lt.e<i .l\.lBgdOm. . . 

lll) 'J.'bese orderi:l will continue to be ptaced as hitherto through the Adviser on Jute 
Supp.ues, tne eX18t~procedure being co.lltlDuedexcept as modined below. 

lID) Urders of &. ~ laklls or more iu value will be treated as 'Large Urders'. Orders 
below RI. ~ 1a.kha in value will be ',small lJrdel·s'. -

(IV) 'Large urders' will ordmaruy be allocated t9 all mills in the membel'ship of the 
I.J . .J.\l.A. by the AdVIser on Jute ~upphes, but he will have UUlcretlO.ll to Ollut i:lUc.u UUlUi al> 
he may consider necessary or advllOal>le in consultation with the ,Committee of the I.J.M.A. 
.1n C&8es where oruel'S are deemed by the Adviser to be of such a nature as not to 
permtt of t.heir being pla.ced on all mills, he will place them on such mills as he considers 
s~itable provide~ tna.t. suc~ orders' will be ~b~ted. evenly to all mIDs in .the Associa-
tion over a penod. In this respect he will ordiIiarily C!ODSult. ·:the COIlUllltt.ee of the 
I.J.M.A. 

(v) All 'Large Orders' will be executed at. the following rates_:.-
la) Cost of raw jute based on tne price of India.n Jat Middles as given in the Daily 

Market. Report of oJ. Thoma.s & Co. for the day on which the order is placed, subject to 
the maxllnUJD price fixed by bye-law of the Indian Jute Mills Association plua ' 

(b) Manufacturing costs as agreed, plus 
(c) Profit at 7* per cent. on (a) ptU8 (b). 
(vi) Prices will be, fixed on the above basis by the Adviser o~ Jute Supplies ~ c.ons~­

tation with and, with the concurrence of, the Controller of Supplies, Bengal, and the JOlDt 
t'inancial Advisel' eM.), Calcutta. The _Adviser will make avat.la.ble to tne Controller and 
the Joint lfinancial Adviser such information as to costs as may be necessary to ena.ble 
tlJem to satisfy themselves &8. to the conectness of the prices fixed and \\jll, if nece~ry 
for this purpose, arrange to glve them reasonable access to the cost records of selected mills ' 
in the membership of the Association. ,~ 

(vii) In the case of orders, deliveries in respett of which -extend over a longer period 
than three months, the element in the price representing manufacturing costs wiU be ,the 
subject of review and alteration quarterly to provide 'for increases' or decreases in the costs. 
Such alterations and the coruwquen.t alterations in the prices will be fixed hy the Adviser 
on Jute Supplies in consultation with and with the concurrence ,of, the Contreller of. 
Supplies, Bengal, 3Jld'" the Joint Financial Adviser (M), Calcutta. . . . 

(viii) 'Small Orders' will be executed by open competitive tender. It will be op~n 
however to the GoverBDlent of India to accUmulate small orders for the same material 
until their total exceeds Rs. 2 lakha in value, when they will be dealt with in bulk; as' a. 
'Large Order'. 
. 4. Government consider this a satisfactory arrangement. The cost investigations referred 
to have shown that generally in the Industry the ~pital is turned over ... noe per annum; 
The agreed profit of '7* ~er cent. on costs therefore will represellt a return of 7i Jler cent. 
per annum only on, capItal. This compares favourably with the return on Government • 
contracts secured by other large scale Indian industries. 

APPENDIX XIV. 
N ott on the Salvage OrgaJl.isatitm in the Wat Department 

PART I.-ORIGIN Am> DEVELOPIDlNT OF ORGANISATION " 

The' economic str.ain of tJle war ha.s caused economy in material to becom~ a matter 
of primary importance for the war effort in all countries. The salvage of all old or broken 
articles for recovery and re-use of the material. has become eo vital necessity. 

The ~owth of the military forees in India-Naval, Army and Air-and the COMequ~t 
increase 111 stores and equipment in military use implied that a large amount ?~ old mate:l<~1 
would become available which" could be used in some other form for mllIta.ry or CIvil 
requirements. The quantities involved. and circumstances of their collection necessitated 
a special orpnisatioD to deal with the problem. 
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2. In July 1942, a Salvage l;Jirectorate consisting of three officers "was accordinaly .let 

up under t.he MGu. at G.li.Q.' • The Directorate was charged with:, . 
(a) Co-ordination o"l t.aeSaivage activities ,of the .Navy, Army and Air }"'orce in Wia. 

_ lb} Co-ordination withe the 8&1vage and lhsposals urgani~tlOll inth6 Department' of 
::,upply. . , " ' ' .' 

(c) Collection and tabulation of such statiatics as are essential to ensure efficient ,&lld 
economical control. ,. .'~ , ' " 

3. Examination of the situation indicated 'that the work required from ,the &Iili~ry 
salvage organization was:- , 

(a) Direction, 8Upervisio~ and -control of the salvage activities of all units ill the U(ree' 
Services in the India Command and Ceylon. 

(b) Co-ordina.tion of' aU arrangements for transportation of salvaged matericl., 
lC) Planning for &alvage Depots to act as reception, storage and disposal l'oints for 

salvage arising ,in India, and coming from overseas. ' 
(dJ Disposal of salvaged material within the Defence Services to cnlture that material 

capable of use or re-use in a secondary capacity was not' allowed to leave. the ;:;ervicel. 
(e) Initiation and p~cution of vigorous anti-waste and conseJ.yation measures 

throughout. ' ' 
{f) Preparation and dissemination of Salvage propaganda. 
(g) Close and constant co-operation with the Department of Supply to ensure prompt 

disposal of materials unsuitable, for further use by Defence Services, 
(h) Compilation of necessary statutics. 

. 4 .. To meet .~ese requirements sanction was given for the creation of the' existing- ol'ga~: 
mzatioIi compnsmg: " 

Ol/icer Pe"s01lnel.-A Controller of Salvage (Brigadier), Deputy ControUer and Assistant 
Controller at G. H. Q. with representatives of correspondingly lower gradiug at the 
headquarter~ of lower fO!Dlations down to DistrictsfL. of C. Al'eas/Sub-Areas. 

1n.$tollatlOn8 and Un~~.-4 Port Salvage Depots. 4 Army ICommaJ;ld Salvage' DepoY 
Up to 12 Sub-Depots and 150 T,r&D8it Depots as required. 18 Salvage Units. ' . 

Of the ~ Port Depots 3 are m f.s.!mporary sites lacking proper facilities: plans, fOl' new 
depots are m hand jDd work on 2 has COIIlDlenced. 

One of the 4 Army/Command Depots is combined with a Port Depot (Calcutta); only 
one of these is yet' completed. 

The Sub-Depots and Transit Depots are not yet. in, place having only recently been 
saDCtioned.. . 

5. The organi%ation in India is certainly not lavish as compared with· 'that in the 
U. K. with its much smaller area. , 

In India there are 53 officers as against 109 in U.K.; 8 Port and Army :pepots .. as 
against 16; 12 Sub-Depots as against 23; and 150 Transit Depots compared with .138 in 
U.K. ' 

6. The .tpilitaty salvage organization is r~pon8ible oul~ ,for the collection, sorti.ng, sto~ge 
and reporting for disposal of salvage accrmng from "flllhtar~ &ources after articles ",hleb 

.. are serviceable or repairable have been retnrI~ed to the Se.rv?c;:e concerned for re-me. The 
Disposal of all· salvage to the best advantage IS the responslbIlIty of: the Supply Departm~nt 
which is building up a "Directorate General of Salvage and DIsposals" to deal WIth 
I!alvage accruing from noli-military sources and the disposal, of salvage accruing fro~ all 
sources. The military salvage organization works in 'Very close co-operation with the Supply 
DepartlDent organization, and working iD5tructions have been drawn up and i8S~ed j:>inUy. 

. P ART H.-REsuLTS. , , 
7. Up-to-date work has been hampered 'by difficUlty of completing soitable staff and by 

.lack of properly laid out and equipped depots. N evertheles&, some marked results ha.ve' been 
achieved. - ' 
• 8, The average monthly receipts in Salvage Units and Depots over the last six months haa been :--

-Non-Ferrous metals 
Ferrous metals 
Tinplate • 
Cotton cuttings. rags 
Wool rags • • '.... 
Miscellaneous textiles' i.e., U /8 

Tentage Mosquito nets, eIIO • 
Rubber • 
Leather • 
Paper .' 

86 tons 
1,600 .. 

4:00 It' 

600 " 
120 " 

300 to 

66 n 

60 " 
100 ot 

Timber . 
Bottles' • 
Broken glass . 
Cardboard . . • • 
Container. tinp1ate~d terJie 
plate. . 4:00,000 No& 

120 'tons. 
• 30,000 Nos. 

3lS tOns 
,50" 

Packing cases 4:,()()() '" 
Electric cables 27 tons 
Dry ce1ls 48 tJ . 
Drums • • . 28,000 'Nos. 

In addition a considerable quantity of weapons and ammunition: garments and miacel. 
la'heoua items of equipment have ,been recovered serviceable from salvage ~nd returned to 
stock. 

From ferrous metal scrap received from overseas many ~aluable and mnch required spare 
. parte for M. 'I. vehicl~f haVE been recovered. 

9. As ibe result of aCtion by the Military- Salvage organisation use of the highest order 
has been found by traD8~er to other branches in the Defence Services of items offered ,for 
disposal as salvage, t.g:~-
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'240,000 lbs, of 1UlI8rviceable Kapok, o( eatim&ted value of Jita •. 2,40,OOO from Na'VY,.to 

Harness and Saddlery Factory f,?r 1188 CJ!l Tank Water C~VaB, 
12' obsolete Projectors Searchlight, Rs. 17,080 from Navy to R.A.F. for us on airfields. 
57,000 surplus table napkins, Bs. 1,00,000,. from ~avy to Ordnance for stock. 
10. OuUets for some of the main items received are aa followa_:-
Wool rags.-Shipment to United ~ingdo~. Current pri~ in Unite~ Kingdo~ Rs'A~r~Cl'_ 

per ton as against Rs. 963 per ton m IndIa where there 1& no reteasin.g capactty, AU .. 

pated minimum annual recovery Rs. 24 lakhs, 
Cotton rags.-To paper mills at RS t 150 per ton. Anticipated minimum. annual recovery 

Rs. 7 i lalli. 
Canvas cuttings and old tentage.-To paper mills at Bs. 170 a ton. 
Scrap Rubber.-To India Rubber installations. 
Waste paper.-To paper mills. Controller of Salvage is also Adviser on Paper Produc-

tion to Government of India. 
PART Ill.-Tn F'UTUU. 

11. Salvage officers play a big part in the Services Economy Campaign. The combined 
aalvage and economy campaigns can be expected to bring progressively increasing receipts, 
whilst the speedy disposal of salvage will make fOT keenness by those who collect it and • 
will ensure t.hat deterioration in depots does not take place. This speed of disposal will 
be attained by three factors-the building up of the Supply Department organisation, the 
completion of proper depots and an increased availability of rail transport. 

A heavy increase in the amount of salvage to be dealt !Vith will also arise on account 
of the increase in military forces in or based on India and from the fact of their 
operational role. When operations are finished, the salvage organisation will have a heavy 
task in clearing up the large quantities of unserviceable items which will be thrown up 
for disposal. • 

.An economy drive has been instituted and has been enthusiastically iaken up by an 
General Officers Commanding-in-Chief of Armies and Central Command who have taken a 
direct personal interest in the matter. ' 

• • 

.' 

• 

Glfn-:U26 FD--18·1.44-~. 
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