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REPORT OF THE PUBLIC AGCOUNTS COMMITTEE, 1048 & /
PART I.—CIVIL, POSTS AND TELEGRAPHS AND DEFENCE SERVICES.

Financial results of the year.—The following table compares the original
and final-grants and appropriations with the actual- expenditure for the year:—

(In lakhs of rupees.)

Ongmal grant Final grant Actual

or appro- or eppro-  expendi-
priation. priation. ture.

Expenditure charged to revenue (voted) . . 27,66 20,564 . 28,66
Expenditure charged to Capital (voted) . . 65 80 33
28,31 30,44 28,08
Disbursement of Loans and Advances (voted) . 2 71 3,62 3,26
\ Total (voted) . 31,02 34,06 32,24
Expenditure charged to revenue (non-voted) . . 1,11,76 1,31,01 1,32,68
Expenditure charged to capital (non-voted) . . . . 5 —~10 —7
Total (non-voted) .  1,11,81 1,30,91 1,32,51
Disbursement of Loans and Advances (non-voted) . 12 10 9
Total (non-voted) .  1,11,93 1,8,01 1,32,60
Total expenditure charged to revenue .. . . 1,3942 1,60,65 1,61,23
Total expenditure charged to capital . . 70 80 26
Total disbursement of and Advances . . 2,83 3,72 3,36
' GRAND ToTaL .  1,42,95 1,65,07 1,64,84

" There was thus a total saving of Rs. 23 lakhs, or ‘13 per cent. over the final
grant.
The following table compares the percentages of savings (—) or excesses
(+) in the main sectiofis of the budget for the last five years:—

1937-38. 1938-39. 1939-40. 1940-41. 1941-42.

Expenditure charged to revenue . —-73 —1-32 +6-64 +3°18 °  + -42
Expenditure charged to capital . —34-40 —11-69 —58-69 —6-96 —675
« Disbursements of loans and advances —9-52 —11-49 —3-10 —7-85 —9-96
“Combined percentage . . —1-34 —1-74 +6-22 +251 — 13

» “B{e pojnts worthy of notice about these results are the extremely small varia-
tion of actualg from the final grant, which variatian js the smallest there
has been for a number of years “and the large excess of the actuals over the
original budget prov1sxon This excess of Rs. 22 crores is due almost entlrely
to an increase in Defence expenditure, the reason for which, briefly, is that
developments in the war situation, particularly in the Far Easty ma {1t
necessary not only to retain in India for her own purposes far larger fcfces thai®
had been anticipated and allowed for at the time of framing the budget, but
to put into force a number of costly measures for the defence of Indian soil.

.2. In the following cases, actual expenditure exceeded the grants voted by
_ the Legls]ature —

Excess, re-
Ytem Name of Grant, . Final Grant. Actual quiring the
No. ) expenditure. vote of the
: Legislature.
1. 12—Executive Council . . . . ¥ 1,75,000 . 1,89,088 14,088
2. 15—Home Department . . . 11,74,000 11,98,647 24,647
3. 15-A—Civil Defence Department Z . 72,000 84,061 12,061
4. 17-A—Department of Infians Oversea,s . 39,000 42,018 3,018
5. 18-—Finance Dep&rtment . . ‘ 5,12,000 5,12,225 225
6. 27—Police . . . . . 36,20,000. 36 62 154 42,154
7. 38—Education . . - . . 7,11,000 7,11,240 240
8. 46—Industries . . . . . 9,168,000 9,35,280 . 19,280
9. 49-—Broadcasting . . . .o 49,85,000 50,21,265 36,265
10. 63—-Stationery and Pnntmg 61,33,000 68,068,892 6 73 89 2
11, 10—Posts and Telegmphs-Workmg EXpenses 11,65,57,000 11,68,29,265 2,72 26; s
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The reasons for these excesses are briefly expiamed below:—

item 1.—More toUr expenses o1 the new hixecutive Lounuho}s purtly oﬁset
by savings under equpment allowances.

ltem 2.—Extensive issue of war pho}ogxaphs and increased ex'pex."vture on
postage and telegram charges, ete.

Item 3 —-—Accirate estimates couﬁ- not, be prepared, the Department bemg
5 new one and in the' making.

-Item 4.—The Department being new and in the prooess of expansion, more-
accurate estimates could not bé prepared.

" Items 5 and 7.—The excesses are petty.

Item 6.—Mainly due to increased expenditure on wartime additional pohce
in the North West Frontier Province. .

Item 8.—Excess mainly in the English portlon of the grant due to .unex-
pected payment of leave salary -of an officer in the. colonies, increased cost of
passages of two scholars and erroneous adjustment under this grant of certain
charges debitable to Grant No. 47.

Item 9.—Chiefly due to incread activities in connection with the. wan,
particularly arrangements for special war programmes and expenditure oo
A. R. P. works.

Item 10.—8lainly due to decrease in recoveries from the Defence services
owing to fall in demand for stationery during March, 1942, smaller supplies
caused by non-comphance 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 allowances, honorarig, etc.,
larger payments of ‘commuted value of pensions and increased expenditure om
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 mainly to certain personnel having
been deputed to Field service overseas, smaller expenditure on audit charges,
establishment and other charges paid to other Governments and Departments,
ete.. ete.

‘We recommend that the necessary excess grants be voted by the Leglslatlve
Assembly.

8. Minutes of Proceedings.—We append the minutes of -our ‘proceedings
which we desire, as usual, to be regarded as part of our Report. In the follow_
ing paragraphs we refer only to some of the more important questlons consi-
dered in the course of our examination.

4. Accuracy of budgeting and control over expc’ndltwe .—Accurate budgeting

. ani. control during the year under review were rendered difficult owing to the
% nsifigation of the war and the innumerable demsands connected with it
=which cpuld not possibly be anticipated. In spite of: these difficulties we ‘are
pleased Jio see that, judged by the various criteria that are usually adopted
“for determining whether budgeting has been accurate and control adequate,
the results of the year do rot compare at ail unfavourably with those of
previous years. Indeed, as has been noticed above, the variation which the
aggregate figures disclose is the least there has been for several years, even
though there has been a deterioration in budgeting both in regard to expendi-
‘ture charged to capital and the loans and advances. Again, though the per-
centage of the total voted amounts surrendered to the total actual savings in
all the voted gramts is somewhat less than last year with regard to revenue
and capltal expenditure, it is very considerably higher in the case of loans and
advances.’ Similarly, the increase of the percentage which final unsurrendered
savings bear to the grants in the case of revenue and capital expenditure, is
nﬂ'set by a decrease in the case of loans and advances. Further, while there
have been excesses in 11 voted grants as-compared to 10 last vear, the number

of cases-of non-voted approvriations in which there has been an excess, has
gone down from 27 to 26.
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5. Supplementary Grants.—Although the number of supplementary grants
which. had to bé voted agd the amount involved still remain high—ay they must
so long as variations in the fortunes of war require imihediate expendituref
of fundg irrespective of budgetary considerations—the percentage of the total
of the supplementary grants to the orihnal grant shows a welcome falling off
from the figures it had attained last yeay. We are also pleased to see that
there was_in the year under review only: one supplementary grant which
proved un\:ecessary as compared to three last year. This was in Grant No.
89—Andamans and Nicobar Islands and the reason for the saving is that these
Tslands were occupied by the enemy during the course of the year and the
accounts for the last two months have been lost. Had these accounts reached
the Accountant-General, there might well have been no savings; and we can-
not, in the ecircumstances, treat this case as evidence of any lack of financial
control. -

. 6. Maving regard to the uncertainties caused by the war, the results of the
year are undoubsedly satisfactory and we must again express our appreciatien
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 no less 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 Government who were in need of their services, that their
place hgs been taken by new and inexperienced staff, that at the same time
the number and magnitudq 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 the
fact that the supply of officers trained in the principles of finance is limited
and that their chief source of supply is the Audit Department and we approve
the policy Government has 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 at an unprecedented rate it is preferable that
control should be applied at the source and spending departments should receive
financial advice before they spend the money rather than that they should be
" ‘givea finaneial advice by Audit after the event. We have in thé consideration
of the Report and Accounts placed before us borne in mind the conditions
under which they have been produced.

[ ]
s

« 8. Unanticipated Credits.—The question of the utilisation of unanticipated
credits which engaged the attention of this Committee when it dealt with the
Appropriation Accounts for 1930-81 and 1931-832, has again come up for consi-__
deration. In the year under review unanticipated credits have been of sué¢h
' magnitude in certain grants owing to war conditions, such as Grant No. 60.—
Civil Works and Grant No. 30.—Survey of India, that what otherwise would
have been excesses which would have required a vote of the Legislature, have
been converted into savings. This Committee recommended, after considerable
discussion, in its Report on the accounts of 1931-82 that ‘‘in cases where suh-
stantial unanticipated credits are to be utilised to incur frash expenditure which
would not have been incurred but for such credits, the approval of the Standing
Finance Committee should be obtained in the same way as for items of supple-
mentary grants’’. Since then the functions of the Standing Finance Com-
mittee have -been considerably altered and that Committee is now concerned
only with the merits of new expenditure and not in any way with the method
whereby funds are provided—whether by budget provision, reappropriation or
supplementary grant. The position therefore is that the Executive is now
able to utilise funds without the consent or even the knowledge of the Legisla-
ture and there is no safeguard to ensure that the matter will be brought to its
notice or to the notice”of its representatives in either of the Committees which
deal with Finance.
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9. It was argued that the utilisation of unanticipated credits for the finan-
cing. of new items ‘of expenditure, differg in no way from reapprdpriations .made
out of genuine savings for a similar purpose. We are, however, unable teo
accept this view for wd consider- that the difference between the utilisation of
savings and the utilisation of-unanticipated credits is fundamental; in the one
case it is the utilidation of funds that have actually been voted by the Legisla-
ture while in the other funds are utilised of which the Legislatyre has no
knowledge and over which it has no control. We understand that in England
the system is that the original vote placed before the House contains what 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 Legislature by the adoption of the
device of taking to a receipt head all recoveries in excess of the amount men-
tioned in the Appropriation-in-Aid. We have on a previous occasion considered
and rejected this device for it is not in consonance with scientific principles of
accounting and we are averse to its adoption in India. ¢

10. It is, however, necessary that these unanticipated credits, if they are
to be utilised, should at some time be brought prominently fo 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, by the adoption of a convention by which, whenever
unanticipated credits are utilised, the fact, as well as the extent, of such
utilisation, should be brought to the notice of the Legislature by mention in
the Budget Memorandum if the credits are noticed before the preparation of
the revised estimates, or by specific inclusion in the Appropriation Accounts if
they are noticed after the close of the year. We regard the second alternative,
which is already in operation on the Railway side, as much the simpler of the
two and we recommend that for the period of the war it should be adopted on
the Civil side also and should be reviewed again when normal conditions are

restored. -

11. Works Expenditure —In considering Works Expenditdre last vear we
were uncertain as to whether it was desirable in war time to continue the’
policy of lump cuts which this Committee has over a long period been recom-
mending. Pending a further investigation #ato 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 Areas™™
but that all other provision for works should remain subject to this cut. We
‘notice, however, that it has apparently not been found possible to follow this
recommendation and in the current year cuts have been imposed throughout.*

12. We -have now had the benefit of the experience of one more year's
working and of the manner in which war time conditions affect the works pro-
gramme. We observe that, generally speaking, the effect has been to increase
the magnitude of works and to accelerate their construction. The result is that
for the first time after a long series of years in which savings, often substantial,
occurred, there has in the year under review been an excess of 582 per 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 the continuation of an increase in works expenditure so pro-
hable thatsthe polidy of imposing lump cuts—the justification for which really
lies in its being in normal times a counter-measure against the over-optimism
of Engineers—should be’ discontinued for the duration of the war. y

13. We examined with care the Note furnished by the Finance Department
describing the procedure followed by them in making budget provision for
works. This Note was provided in order to enable us to sssess the justification
of the charge made before us-last year that one of the confributory causes of
the persietent savings in the grants for works expenditure was the making: of
budget provision by the Finance Department without satisfying itself fully ss
to whether the items for which budget provision was nmade had reached a state
of maturity sufficient to enable them to be executed in the following year.

-
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Qur examination has led us to the conclusion that there is no inherent defect
in the proceduré which is now followed. Though it may he possible to follow
in peace time the principle of insisting on the work having reached an advanced
stage of maturity before budget provision for it is made, the following of such a
procedure in war time would not onlydthrow & very considerable additional
“burden on. the Public Works Department which is already overworked, but
would algo in present conditions necessarily result in latge excesses in . the
grants. We find nothing wrong in the procedure of the Finance Department
‘and agree that no change is necessary. '

. 14. Posts and Telegraphs Department.—We paid some atfention 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 from 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 last 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 has gradually diminished and now
stands at a figure which is not only considerably less than the absolute amount
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 lakhs
to the Fund from the accumulated surplus at the end of 1942-43, which will
have the effect of practically doubling the balance at #s credit and bringing it
up to about the same level as that -at which it stood in 1936-837. 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 be reviewed and the
Department should work out a scientific basis according to which payments
into the Fund should be regulated. That basis may be either actuarial or may
be determined 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
that the Telecommunication Development Scheme will be complete gnd 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. ;

-+ 15. Report of the Military Accounts Committee.—We append the Report
submitted by the Mijlitary Accounts Committee constituted to conduct a preli-
minary examination of the Defence Appropriation Accounts and connected
documents. In view of the magnitude of Defence expenditure in war time,
the fact that this 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 draw special attention
to the Report and Proceedings of that Committee which we desire to be freafe
-as part of our Report. .

PART IT-—RAILWAYS.

16. PFinancial results of the year.—The following table compares the original
and the revised estimates with the actual expenditure of. the year unde

report: — *

~ . (In lakhs of rupees.)

) : Budget. Revised. Actuals.
Traffic receipts (less refunds) . . . " 1,08,256 1,27,00 1,29,18
Miscellaneous receipts . . . . . 2,24 2,57 < 2,62
Working expenses (including depreciation) . . 68,60 73,13 73,56
Miscellaneous expenditure . . . . . 73 73 <~ 69
Interest charges . . . . . . 28,60 28,61 28,44
Surplus {+) or deflcit (—) . . . . . +11,83 426,20 + 28,08
Contribution to general revenues . . . 16,18 19,13 20,17

Out of the net surplus of Rs. 28,08 lakhs, Rs. 20,17 lakhs were paid to general
revenues, and 7,91 lakhs into the Depreciation Reserve Fumf> The former
amount included 15,87 lakhs towards the srrears of contribution for the periad
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from 1931-32 to 1938-39, covered by the moratorium, the balance of 4,80 lakhs
being the contribution for the" year under the separation convention of 1924.
The outstanding arrears of contributign to general revenues amounted tor 12,63
lakhs at the end of 1941-42, and the qutstanding loan from the Depreciation
Fund to 22,38 lakhs. The Railway Reserve Fund received no share of the
surplus in the year under report. . .

17. Excess over voted grants.—There were excesses in five voted grants,
as compared with six in the previous year. ‘ :

¢ oS R
Grant. » rant. ‘ iture. cees,
(1) 5.—Revenue—Payments to Indian States 4,18,85,000 4,35,37,694 18,52,694
and companies . . . . . :
(2) 6-B—Revenue working expenses, Mainte- 20,06,20,000 20,07,81,306 - 1,61,305
» nance and supply of locomotive power
(3) 6-E.—Revenue working expenses, Ex- 10,95,75,000 11,06,45,781 10,70,781
penses of Traffic Department . . s , J-"F
.(4) 6-G.—-Revenue working expenses. Mis- 5,23,17,000 5,70,64,5;4 47,47,684
cellaneous expénses . . . . ‘
(6) 9-A.—Revenue ymeats to Deprecia- 7,07,60,000 .7,91,07,748 83,47,748
tion Reserve Fund . . . .

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

(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 te non-recovery, during the year, of the cost of works undertaken on
behalf of the War Department and payment of more evacuation advances, etc.

(5) Due to a larger net surplus as s result of improvement in'earnings.

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

18. Accuracy of budgeting and control over expenditure.—The accounts of
the year show a net saving of Rs. 20 lakhs of 0-18 per cent. under Revenue ex-
penditure (exclusiv'e of withdrawals from the Depreciation Reserve and the
Railway Reserve Funds and the repayments to the former or appropriations
to the latter fund). Under capital expenditure, there was a saving of Rs. 9,85
lakhs, or 60-17 per cent. These compare as follows with the results achieved
in the four preceding years. .
Ezpenditure charged to Revenue (exclusive of withdrawals from the Depreciation

Reserve and the Railway Reserve Funds and the repayments to the former
or the appropriations to the latter Fund). '

. (In lakhs of rupees.)
Final grant Savings (—) Percentage
e Year. and appropria- or of eol. 3 to
tion. Excess (+). col. 2.
(1) (2) 3) - (4)
1937-38 . . 98,30 +63 0-64
1938-39 . . 99,64 +10 0-10
1939-40 .. 100,52 —40 ™-40
1940-41 , . 102-37 1,23 d-20
194142 . 109,82 —20 0-18
. Ezpenditure charged to Capital and the Depreciation Reserve Fund.
(In lakhs of rupees.)
: . Final grant Savings (—)  Percentage
Year. & appropria- or of col. 3 to
tion, Excess (+ )., col. 2.
(1) (2) (3) ' (4)
1937-38 . . 10,70 —24 2:25
1938-39 . . 13,50 +2 0-18
1939-40 . . 11,30 —20 ° 2-57
” 1940-41 . . 11,24 —1,74 15748

194142 . . . 15,64 —9,35 60-17

The results pf 1041-42 in regard to expenditure charged to revenue compare
favourably with the average results obtained in the previous four years but those
of expenditure charged to capital and the Depreciation Reserve Fund show a



_ very marked deterioration. We examined in detail the reasons for this Jarge

saving under this head and found that it was due partly to certain accounting
decigions taken during the course of ‘the year and to greater credits received
from -the War Department for the value of permanent way and rolling stock
sent Oversels and only partly to thel inability to execute the approved works
programme. The explanation given for the variation is adequate and, having
regard to all the circumstances and ifi 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 which proved to be unnecéssary and that
in this respect there wag an improvement over previous years.

19. Changes in accounting.—We observe that during the course of the year
several important ‘decisions 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 hitherto stood) the cost -of assets abandoned dn
State-managed railways before 1924-25 on the ground that this Fund which
was introduced in that year, had received no contribution in respect of these
assets. Secondly, the decision reached in 1938 with the concurrence of the
‘Standing Finawce Committee, the implementation of which had been postponed
to a more favourable time, that expenditure on ballast refiewals should be
charged to revenue instead of the Depreciation Fund, was given effect to in the
course of the year under review. Thirdly, it was decided to debit to-revenue
instead of the Railway Reserve Fund that part of the original cost of lines
«dismantled since 1940-41 which was not covered by contributions accumulated
in the Depreciation Fund taken together with the 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 strong revenue position. We 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 order to prevent a
¢ disturbance of the budgetary equilibrium such as these changes caused in the
year under review. . '

20. Works Expenditure.—The large saving in expenditure financed from
«Capital and the Depreciation Reserve Fund led us to examine the safeguards
in force for the prevention of such savings. We find that the budget under
Grant No. 12—Open Line Works—(Capital and Depreciation- Fund) which is
" responsible for by far the greater part of works expenditure, is every year sub-
jected to a percentage lump sum cut. Government. has been experimenting
with varying percentages for the cut and the figure for the year under review
was 19. In the result, the delays and difficulties caised by the war in. obtain-
ing materials led to a saving of about 50 per cent. We considered recommend-
ing a drastic increase in the lump cut but we recognise that to dq so would
be to presume to forecast the course of the war and to assume a continuation
of the conditions. with regard to manufacture and shipping that prevailed in-
1941-42. Such a supposition would be unwise and we would, therefore, leave
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. ‘

21. Collierics.—The losses incurred on the running of the Railway collieries
‘have engaged our attention from time to time and when we last discussed this
.question while examining the accounts for 1936-37, we were told that the out-
turn was being increased and the loss to Government would be reduced. We
-observe, however, that, in spite of considerably increased output, the collieries
are still being run at a loss and that, for the last thrge vears at least the loss
has been increasing. The system of charging for coal at present is that the
. collieries supply coal at cost to the Railway system owning. them and at
. ‘market price to foreign railways. We are doubtful whether it would be justi-
fiable to continue this system when, as will shorf}y happen, all the Railways
-are owned by the State. It is open to -question whether the correct principle

<
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of afcounting when one industry is owned by another is for the subsidiary
industry to charge the main industry the full market price, thus itself showing
a separate profit or Ioss, or whether supplies to the main industry should be
made at cost, the profit or less 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,
interést and depreciation) at which collieries owned by the State are able to
supply coal to the Railways should be discoverable -from the accoutits and
should, as far as possible, be lower than the market price. We should like
the Railway Department, therefore, to investigate the position and report to us
what they consider to be the correct principle according to which charges should
be made. ' .

22. Financigl Irregularities.—We examined® with care the cases of loss,
nugatory 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 inodified. )

. 23. We desire in conclusion to place .on record our appreciation of the
valuable assistance the Auditor-Genera] has rendered us throughgut the sittings
of this. Committde. We should ‘also like to express our appreciation of the

work of our Secretary, Mr. B. K. Nehru. - - .
' A. J. RAISMAN.
L. K. MAITRA.

A. M. A. GHANL. .
HABIBUR RAHAMAN.
R. D. DALAL.
RAZA ALL
s MOHD. AZHAR ALL
| FAZLI HAQ PIRACHA.
B. K. NEHRU, 8ecretary. 1. ALT XKHAN.

H. M. ABDULLAH. .

The 6th November 1943. T. CHAPMAN-MORTIMER.

REPORT OF THE MILITARY ACCOUNTS COMMITTEE, 1943.

We are 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 Bervices and cennected documents. We have been’ assisted in this
work by the Auditor-General, the Secretaries of the War and Supply Depart-
- ments, the Financial, Adviger, Military and Supply Finance, the Military
Accountant-General and the Director of Audit, Defence Services. The results
of our exgmination are, as usual, embodied in the proceedings of our meetings
. swhich we desire to be treated as a part of our Report. The féglowing paragraphs
deal only with some'of the more important points discussed therein.

. 2. As in the last year and the year before, the Audit Report covered the

results of the Test Audit of all expenditure on the Defence Services initially
brought to account in the Indian books, including expenditure finally debitable
to His Majesty’s Government, without attempting to distinguish between
transactions wholly or partially affecting one Government or the other. There
has been no change in the year under review in the principles governing the
division of .charges between India and England nor in the methods of applying
those principles which were approved and accepted by us last year. Im view,
however, of the importance given to the matter of allocation of charges between.
the two Governments in debates in the Legislative Assembly, we examined in
detail the procedure that had been adopted for the determination of such
allocation. That procedure, briefly, is that all new measures sanctioned are
reviewed at a weekly meeting between the Additional Financial Adviser, Mili-*
tary" Finance and the Director of Audit, Defence Bervices and their classification
as ‘H. M. G.’, ‘Indian’ or ‘Joint’ is decided upon ‘by these two officers in
accordance with the principles already seftled. Further, at the end of each

1
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. year Defence expenditure, provisionally ‘compiled to the debit of His Majesty’s-
Government in’ the absence of the information necessary to determine the final
allocgtion, is redistributed between the two Governments by these same officers-
acting in concert, in accordance with the principles of, the Settlement and with
‘refererfce to” the ‘agreed classification! of new measures. Af a difference of
opinion arises, the matter is referred to the Auditor-General who has the right
to bring to the notice of the Public Accounts Committees both in India and
the United Kingdom any cases in which he considers that the classification
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 Authorlties all information-
required for the proper dgtermination of allocation. We ourselves have of
course not examined any individual cases of allocation and cannot, therefore,
certify, nor ;ndeed be expected to certify, that the alloeations made during the-
course of the year are correct. But we have again carefully reviewed the
pl:oe»edure prescribed for determining the classification of new méaSures, together
with - the methods~which have been evolved of applying the principles of the-
Financial Settlement in the actual allocation of expenditure, which have alreadv
had our appx:val, and we have no suggestions for improvement. )
3."The Accounts of the year under review again bear numerous evidences:
of the stresses and strains caused by the impact of war on an administrative
machinery which had not been able to prepare itself to meet the abnormal
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 East. Those parts of the machinery for Defence
Wwhich 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 Service.—The Accounts and the Audit Report -
have brought to notice numerous irregularities of various kinds, some of them
grave, in connection with thé executidh of 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 to extravagance
and waste, we thought fit to examine in detail, with especial and eritical care,
the procedure adopted for determining the necessity of works, for entering
into contracts, for fixing prices and for inspection. As a result of our examina-
tion we have come to the conclusion that, though the arrangements in.regard
-to all these matters left much to be desired, the work of the Military Engineer
Service, having regard t3 the conditions in which they were called upon to
cafty out their task such as the extreme urgency and the great volume of the
work, the shortage of rmaterial and contractors, the inadequacyof transport .
and above all the acute shortage of skilled technicians and supervisory engineer--
ing staff, cannot on the whole be regarded as unsatisfactory. . ’

5. We are assured, however, that steps have been taken to guard against: -
a repetition of the mistakes made in the year under review. We are glad to see-
that it bas been found possible to withdraw the wide powers which had been .
delegated to Armies and Commands with regard to the sanctioning of works
_expenditure, a- matter about which we expressed cur misgivings last year; and
that all major works have now to be approved by General Headquarters before
. their execution can be undertaken. Orders have also been issued for the dis-
continuance 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 each work which i8
abandoned before completion and this, we hope, will eliminate the possibility
of waste caused by the too lighthearted commencement of works and tl}eir
equally lighthearted abandonment. The internal check agency, whosg function
it is to examine the rates and forms of contract and to test the quality of work.
has béen strengthened. We trust that these valuable reforms will have the
effect of re-establishing firm and. centralised control and that the Accounts of
future years will bear testimony to their effect in reducing extravagance and

waste. .
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6.” For one difficulty in the way of the M. E. 8., however, we notice that
there has been found. no remedy. We said last year that we feared that the
fall in the percentage ‘of establishment charges to works expenditure mighy be
indicative of a lowering of the standard of supervision. That percentage has
in the year under‘veview fallen even furtHer and is now: 4-39 compdred to 6°76
for 1940-41; and there is little doubt that 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 consequential loss in efficiency as inevitable
«evils of the war. -

7. Stores.—We observe with regret that the Military Accountant General
has had to make reservations in his certificate with regard to stores and has
stated that in 'several cases involving substantial values consignees of Defence
Department’s stores had not in practice linked the goods actually received by
them with the particular consignments notified as having been despatched,
and that in other cases stores sccounts were veryv incomplete. The Auditor
_ ‘General 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 substantia] quantities of stores may have been lost owing to
difficulties in transport and the general inadequacy of the Stores Organishtion
and that because of the failure to link issues and receipts, the full extent of
the losses cannot be known; it is also certain that full control over stores
has been impossible because of the inadequacy of the accounting. The list
~of losses listed in appendices B.I, B.II, B.ITI, and B.IV which is very small;
contains only those losses which have been brought to account, the main losses
‘having 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 supervision over and accounting .of stores are twofold. -Ome, as in
the case of the engineers—but remediable with less difficulty—is the shortage
-of trained personnel. The other is the difficulty, which we discussed at length
last year and for which no adequate solution has yet beem found, of linking
-stores between consignors and 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 was -
found in the year under review nor indeed in the next year in which, we ge

n

told, :2ondit-ions were even worse and the probable losses even greater than
. 1941-42. ) '

9. We are assured, however, that the autherities are now fully alive to the
_-extreme ithportance of stores accounting and that steps have already been
taken to restore control. Such steps are the appointment of an expert ad hoc
committee to examine the administration of arsenals and ordnance depots and
""to make recommendations for their improvement; sthe appointment of three
"Touring Teams of officers, one each for Medical, Engineering and Ordnance
stores, wha visit the depots and report on their conditions, making suggestions
for jmprovement;” the making of arrangements to reéruit and train personnel
for stock-keeping duties; the appointment of a Controller of Accounts in the
Master-General of the Ordnance Branch to devise and enforce accounting
-arrangements for stores depots; and the appointment of a Planning Commiftee
‘which tours and devises means of control for the accounting, receipt and issue
‘of stores. These measures appear to us adequate to meet the needs of the
situation and we hope that the accounts of the year 1948-44 will show an
“improvement in this regard. | ‘

10. Naval Accounts.—Allied to this problem is the problem of Naval Stores
Accounts which was mentioned in our Report last year. We are informed that
A complete reorganisation of the accounting arrangements in the Royal Indian
Navy has taken place and that steps have already been taken to recruit and
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train a large number of officers for the newly formed accounting branch of the
Navy. The position is now better in that the-old accoupts have started coming
in,*but is not altogether satisfactory as we are tokl that some of the new
accounts are still in arrears. We aye, however, giad to be able to record our
opinion’ that the new organisation is being built on sound lines and that it is
expected to have an excellent effect im the future. We shall continue to watch
with interest the growth of this new branch of the Royal Indian Navy and .
hope that the troublés that are at present being encountered will soon be
overcome. -

11. Supply Department.—We are indebted to the Supply Department for a
valuable exposition of the methods adopted by them to meet the growing
demand for war supplies. We studied in detail ‘the various types of contracts.
described in the Audit Report and examined generally the relations 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 genera:lly
‘reluctant to give the .latter any ipformation about itself, is gradually being
overcome. The atmosphere is now one of mutual copperation, trust and good-
will; Industry 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 detailed enquiries regarding costs. dnd were satisfied
that over most of the field, proper costing was either the basis of the contract
itself or the basis of negotiation. In some cases ex post 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 the
Indian Textile Industry, we accept the view that in the particular conditions
prevailing there was no alternative 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 necessary for
Government to rely owing to the inadequacy of the Supply. Department
Costing Organisation. The Auditor-General and the - representatives of the
Supply Department both acknowledged the great assistance which had been
received from the Accountancy profession as a whole and we are glad to note
the manner in which the Supply Department Costing Organisation, the
Accountancy Profession and the Indian Audit Department are cooperating to
secure the maximum possible safeguard against wasteful contracts. .

13. We were considerably interested in the detailed account given to ue of
the efforts being made to utilise surplus, obsolete and wasté Btores. 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
militarv use, been expanded into a Salvage Directorate which acts in accordina-
tion and cooperation with the Directorate-General of Salvage and Disposals
which has recently been set up under the control of the Supply Department.
We are pleased to observe that the use that has already been found by the
Salvage Directosite during the short period of its existence for material which
would otherwise have been wasted, augurs well for the econoinies this organisa-
tion hopes in future to be able to effect.

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

A. J. RAISMAN.

C. E. JONES.

I. ALT KHAN.

L. K. MAITRA.

A. M. A, GHANI.
B. K. NEHRU, Secretary.
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x‘roceedmgs of the first meeting of the 'Puhlic Accounts Committee held on
Thursday, the 26th August, 1943, at 10 A. M.

PRESENT

The Bon’ble Sir JEREMY Raisuax, K.C. S I, C.ILLE., I.C.8., Finance Member,,
. Chairman.
Maulvi MosAMMAD ABDUL GHANI, ) L
Sir Syed Raza Au, C.B.E,, ' ’ ’
Mr. H. M. ABDULLAH, , ‘
Kunwar Hajee IsMaIEL AL KHAN, 0.B.E., > Members.
Mr. T. CHAPMAN-MORTIMER, N
# Sir Ratanar Daran, C.1I.E,, '

Khan Bahadur Sheikh HaBiBUr RAHAMAN, - J P

Sir LeonarpD WiLsoN, Chief Commissioner of Railways, )

Mn T. S. Savgara Aivar, C.I.E., Finangial Commis- '
cioner of Railways,

Sir HueH RAPER, Member, Railway Board, > W tinesees.

Mr. L. 8. Purr, Director of Finance, Railway Board, |

Mr. D. Coriv CampBeLL, Director of Railway

"~ Accounts. J

Sir CAMERON BADB’NOGB C.8.1., C.I.E, 1.C.8., Auditor General of Indis,
Mr. E. R. Sesnu Arvar, Director of Railway Audit,
The Hon’ble Mr. C. E. Joxes, C.8.1., C.I.LE,, 1.C.8., Finance Secretary.

k4

L3

Railway Department. °

.

The Commibtee commenced its examination of the Railway Accounts with a
consideration of the action taken on the- oGtstanding recommendations of the
Committee.

Item 1.—The Committee expressed themselves as satisfied at the reduction
in the allowances of the Chief Mining Engineer from Rs. 800 per mensem to
Rs. 500 per mensem which had resulted from their recommendation that the
justification for the allowances paid to that officer should be re-examined.

Item 2.—It was stated that, on a further review of the question, it was found
that it was 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 a level of efficiency as posSible in order to reduce the
-burden of maintenance arrears to be carried forward .to the future,; the necessaty

instfuctions having already been issued to the Railway Administrations in Sep-
tember 1939.

"' Item 4.—The Committee noted that, although necessary instructions had
been issued to Railway Administrations that they should continue to furnish
‘all explanations -demanded by audit, the G. I. P. Railway had once again,
defaulted in the furnishing of explanatlons for variations under the suspense
head. It was stated, in extenuation, that the orders in question might not have
reached the G. I. P. Railway at the time the Appropriation Acgounts for the
vear 1941-42 were being c,omplled The Committee, howeverfobgerved that it
should not have been necessary to make a recommendation on -this pomt at all
and they hoped that a repetition of this default would ‘not 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 had had to give up to other Departments of Govern-
ment no less than 33 per cent of his officers and 20 per cent of his staff; tha$
at the same time and for the same reasons the number and the magnitude 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.of the
standards of audit, a suspension of local gudit and a reduction in the quantum
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of audit. This deterioration had first become noticeable in the Accpunts for the

~year 1941- 42, though in the Railway Accounts there had been no reduction in

the quantum of audit so far as the audit of expenditure was concerned, the
reduction .being limited to the traffic (receipt) side. He expressed the hope
that the Public Accounts Committee would in the consideration of the Reports

placed before them bear in mind the conditions undéer which the audlt staff had
worked and were working.

3. The Chairman explained that the supply of officers trained in the prmclgles
of finance was limited, their chief source of supply was the Audit Department
and the demand for them had increased vastly owing to the great increase of
expenditure necessitated by the war. Gevernment considered that it was much
more in the public interest 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
circamstances it was correct that the limited quantum of financial advice available
should be applied to expenditure at the source rather than that it should be-
directed to eriticism after expenditure had been incurred and stated that they
would not object to the consequential deterioration in the standard of audit that
the following of such a policy must necessarily imply.

4. The Committee then proceeded to examine the Appropriation Accounts
of the Railways in conjunctlon with the Audit Report and the Review prepared

by the Chief Commissioner. The Chief Commissioner laid before them a sum-

mary of the approximate financial results of the Indian State owned Railways
in 1942-43 (Appendix IIT). ( The Committee observed that, in spite of the surplus
tor the year 1942-43 being 73 crores higher than the Revised Estimate, the share
creditable to general revenues remamed the same, namely Rs. 20-13 crores, as
under the financial arrangement agreed upon for the year the share of general
revenues had been speclﬁed at a fixed sum and not as a percentage of the surplus
and that therefore the excess in the surplus now disclosed would go- to the Rail-
way Reserve Fund. They noted that the sums in the Depreciation Reserve
Fund and the Railway Reserve Fund now stood at Rs. 82} crores and Rs. 8%
crores respectively, there being noligbilities remaining to be cleared.

5. In considering the details of traffic receipts the Committee observed
that, as was to be expected the initial increases after the year 1938-39 were
proportlonately more under goods' earnings than, ,upder passenger earnings, but
that later on the trend had been reversed and passenoer earnings were increasing
more rapldlw, than goods earnings. In answer to a question it was stated that
the proportion of the Railway income directly attributable to military movements
was Res. 29 crores out of a total of Rs. 154 erores 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 Railway
as a whole, the Committee noted that the percentage variation of actual expen-
diture from Budget during the year under review was 85 which was an abnor-
mally high figure. It was explained that this variation was mainly dué to a
post-Budget decision to debit to revenue certain special ad]ustments in respect
of (1) the branch-lines dismantled during the year and in the previous year, (2)
nssets abandoned before 1924-25, and (8) the sanction of dearness allowance:
it, was also in part due to the greater cost of, and freight on, coal on account of
iarger consumption and larger receipt of coal from distant sources. The Com-
mittee observed that the decision to debit to revenue charges on account of the
dismantled branch-lines and the abandonment of assets before 1924-25 as also
the decision to charge expenditure on renewals of ballast to ordinary maintenance

* instead of to the Depreciation Fund (which was given effect to in the year under

review for the first time) were all changes in accounting in the direction of con-
servative finance and were to be welcomed.
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7. The Committee then went into the accounting of the dismantlement of
‘branch lines. It was.explained that on State-managed Railways the cost of
dismantled lines (including the cost of land) was written off from the capital
accounts, the Depreciationr Resgrve Fund  being debited to the extent of the
contributien already made to the Fund in respect of the line and the credits for
released materials, the balance being debitpd 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 Company-managed Railways being
due to the fact that the Companies’ dontracts did not, strangely enough, include-
any provision for the writing down of capital and that it had been found impos-
sible to persuade the Companies to acecept such a writing down. It was further
stated that the War Department had accepted in principle that they would pay
" for re-laying the line where it was known that it would be relaid after the war,
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
actually relaid. Nor had it been decided whether any compensation would be
paid by them for loss of eaminﬁs 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 the traffic it carried could be carried on the main line. The
track was required for military depots and was not available elsewhere.

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

" Grant No. 6A.—Maintenance of structural works.—The Actuals in this Grant
exceeded the Budget provision by nearly 3% crores or 40-4 per cent, the chiéf
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 supply of locomotive power.—The supple-
mentary grant of Rs. 1,00,85,000 taken during the year was the highest yet
obtained under this Grant. It was explained that this was due to the traffic
being also the highest ever experienced by the Railways. Even this supple-
mengary grant, however, proved insufficient and there was.a votable excess of
Rs, 1,61,305. '

10. Grant No. 6C.—Maintenance of carnage and wagon staff. —The saving
oz the Budget was the highest so far recorded under this Demand being due
_partly to wdrks not being executed for want of materials and partly owing to the
workshops being occupied in executing urgent war orders, thus making it im-
possible for normal maintenance work to be done.

11. Grant No. 6E.—Expenses of Traffic Department.—There was an un-
covered votable excess in this Grant of Rs. 10,70,781 being made up of a variety
of small items counterbalanced by others. ‘

12. Grant No. 6G.—Miscellaneous Expenses.—The variations in this Grant
compared both to the Budget and to the final Appropriation were very heavy
and there was an ultimate votable excess of Rs. 47,47,654. The main oauses
of the uncovered excess were the suspense heads, ‘‘Miscellaneous Advances’” and
‘‘Demands payable’’ mainly on account of works undertsken on behalf of the
War Department the cost of which could not be adjusted with that Department
during the year in the absence of necessary particulars; part of the excess being

also due to increased expenditure on air-raid precautionary works on all the
Railways. '

Withll:eference to Explanation (iv} under the head “M‘iscellane;ils Advances”’,
namely ‘‘Payment by debit to this head of firms bills pending clearance on
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receipt.of materials’’, a member suggested that this praetice of advance payment
might be undesxrable at present in view of its-inflationary tendencies. It was.
explained by the Chairman that.advances of this kind had 'had to be made in the
earlief, days of the war whén firms very often suffered érom & paucity of working
capital, that this practice should under present conditions be discouraged, bub.
that the whole question would be reviewed in detail by the Military Accounts:
Committee when examining the Accounts of the Supply Department.

13. Grant No. 6H. —Eaxpenses. of Electrical Department.—Attention was.
drawn to the audit note to the, effect that the procedure followed on the Eastern.
Bengal, G. I. P. and E. I. Railways in the adjustment of the cost of electrical
energy supplied to workshops seemed to be capable of improvement. It was.
explained that on the first two Railways the praetice 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 flat 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 the E. I..
Railway after the close of the year. 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 accountmg
prmclples should be followed on these Railways 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-
reasdén being that owing to the improvement in earnings during the year the-.
share of net earnings payable to worked lines imcreased beyond expectation..

It was pointéd out in connection with this Grant that the bulk’of the surplus:
profits due to the B., B. and C. I. 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 boock
adjustment was carned out with the Railw ay Board’s approval crediting Rs. 13-92
lakhs to the non-Budget suspense head ‘‘Deposits’’. The Railway Board sug-
gested that in makjpg this adjustment they had followed the practice in force
with regard to the payments to worked lines and that if in future they allowed

such a grant to lapse, as was suggested, the allocation of profits betwéen general
" revenues and Railways might be affected. The Committee were .of the opinion.
that the practice followed with regard to worked lines was in the interest of:
aceuracy 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 the
budget by crediting it to suspense, which was irregular in that it ‘avoided a votg
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-
nated and it was suggested that if final payment could not be made before the °
close of the year a provisional payment should he made in order to avoid the
entire Grant lapsmg It was understood that in the present case even a provi-
sional pavment could not be made as negotiations had not gone far enough to-
allow of this being done.

{

15. Grant No. 11.—Capital—New construction.—The Committee observed
that an item of &avi ing was due to the transfer of the cost of certain junction
works on the N. W, Railway from this Grant to Grant No. 12. They agread
with the Auditor General that as the expenditure had already been voted and
incurred under ‘‘Capital’’ in 1989-40 and the transfer was intended only to rectifv
the previous misclassification within that head, it should have been made without
financial adjustment fo avoid the same expenditure being voted on twice by the
Legislature. The Railw ay Board accepted this view and intended to issue-
instructions accordingly. ' '
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Accounts. )
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Mr. E. R. SEsHU A1var, Director of Rallwa Audlt
The Hon’ble Mr. C. E. Jones, C.8.1., C.1. E I.C.8., Finance Secretary.

) 16. Grant No. 12. —Open line works (Capital. and Depreczatzon Reserve
- Fund).—The saving in this Grant compared to the budget provision was as high
a8 60 per cent. Part of this saving was due to the post-Budget decisions mention-
" ed in paragraph 6 above as a result' of which sums amounting to about 2§ crores,
‘which would otherwise have been debited to this Grant, were debited to revenue;
and part to unanticipated credits received from the War Deparbment for the
-value of permanent way, rolling stock, etc., sent overseas. The other main reason
for savings was the-inability of the Railways to carry out the approved works
P e; the chief cause of this inability being the non-receipt of materials
‘from the United Kingdom and the United States of Amenca There had been
long delays in the receipt of materials owing to difficultie€ in manufacture and
.of transport which were not, and cotld not have been, foreseen at the time‘'the
Budget Estimates were framed. When materials ordered from abroad would'
‘be received depended almost entirely on general war conditions and to be able
to foresee how much would arrive by a particular date was tantamount to being
-able to foretell- the course of- the war. It was suggested that the Committee
ghould not, on the basis of the large saving in the year under review, recommend
8 large lump sum cut, for it might well happen that, owing to the changed for-
“tunes of war, the receipt of materials from abroad might be expedited in the
-current and future years. The Committee accepted as adequate the explanation
given for the saving and agreed that no change in the present procedure for deter-
‘mining the magnitude of the lump cut was necessary. They did however feel
Athat it should have been possible to surrender towards the close of the year
.a" larger sum than was actually surrendered and thus reduce the percentage
vatiation of actuals from final appropriation from the very high figure of 25-9.

17. Grant No. 9A.—Repayment to Depreciation Reserve Fund.—No provi-
sion for repayment to the Depreciation Reserve Fund was made in the Budget
-as the Railway share of surplus was, at the time the Budget was framed, pro-
posed to be appropriated to the Raﬂway 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. 83,47,748.

The Committee’agreed to recommend 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 examined—should be regularised by a vote of the Legislature.
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18 After examining the statements sho“ mg xrreguldr reappropriations and
important misclassifications listed in Annexures ‘I’ and ‘J .to the Appropriation
Accounts, Part IL, the Committee went on to examine the defects in budgeting
listed- ih. Annexure ‘B’ to the Chief Commissioner’s Ré&view. They noted that
the number of defects this year had gone down to 25 compared to 30 last year,
'but were of the opinion that the mistakes continually made in budgeting under
" Grant No, 12 clearly showed the necessity of i 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 it was considered undesirable
to throw any avoidable work on the Railway Administrations at the prasent
time. The Committee agreed that the introduction of the new procedure should
be postponed but hoped nevertheless that future years would continue to.show a
reduction in the total number of mistakes detected.

19. The Committee then reviewed the more important cases: where expendl-
ture was booked in the Accounts under a different head. from that under which -
provision had been made in the Budget. It was explained that on the Civil
side the practice (prescribed at the instance of the Public Accounts Committee)
was that the classification .of expenditure in Accounts followed that in the .
Budget even though a mistake might have been made at the time of the pre--
paration of the Budget. The practice on the Railway side (aleo approved by the
Public Accounts Committee) was to take expenditure to the correct account
head irrespectiveof budget classification, the reason for this difference being
that a contrary procedure would vitiate the commercial nature of the chounts
Where 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 procedure.

20. The Committee then went through the Capltal Statement of State Rail-
ways in India, the Profit and Loss Account of Strategic Lines, the Statement of
Stores Balances, the accounts of the Depreciation Reserve Fund and the state-
ment showing remissions and abandonment of claims to revenue. .In connection
with this last statement it was enquired why remissions of wharfage and
demurrage were allowed 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 thev had to face competmon with river transport
companies. The Committee did not regard with favour, in view of present condi-
tions -of shortage of wagons, the practice of waiving wharfage and demurrage
charges. They were, hov&ever assured that instructions had already been
issued by the Railway Board tightening up the rules with regard to this matter
and directing that the rules should be more rigidly applied. -

M. The Committee then examined in detail the losses, nugatory expenditure
and financial irrezularities described in Chapter IT of the Audit Report and were -

« generally satisfied that wherever action was required suitable action had beén
taken and that wherever the loss or irregularity disclosed a defect m system
the system had been suitably modified.

92. With regard to the continuéd losses on Railway collieries which had from
time to time engaged the attention of the Public Accounts Committee, the Corh-
_mittee observed that, in spite of the present increased out-turn, they were still
being run at a loss. It was stated that the system of charging for coal was that
collieries supphed coal at cost to the Railway system which owned them and
at 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 rates to dxﬁemnt Railways should be abandoned and that-
supplies to all Railways should be made at actual cost. This raised the question
whether the. correct principle in the case of a subsidiary industry owned by
another industry -was -that the subsidiafy industry should charge the main in-
dustry the actual market prize thus itself also showing a separate profit or loss
or whether it was for supplies to the main industry to be made at actual cost,

-~
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the profit or loss of the subsidiary industry merging in the accounts of the main
industry. The Codunittee did not commit themselves to either view but observed
that whichever system was followed the main consideration was to see that
the cost (including elements for overhehd charges, interést and: depreciation) at
which collieries owned by the state were able to supply coal to the Railways
should he discoverable from the Accounts. 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 be the correct prinfciple according
40 which charges should be made.

23. In concluding their examination of the Railway Accounts the Committee
expressed their agreement with the Auditor General’s conclusion that, considering
the magnitude of transactions on Railways, the results of audit were generally

satisfactory.

Proceedings of the third meeting of the Public Accounts Committea held on
Saturday, the 28th August, 1943 at 10 a.m.

PRESENT:

The Hon'ble Sir JErReMy Raisman, K.C.8.1., C.1.E,, 1.C.8,, ¥Finance Member,
. Chairman.

Maulvi MoEAMMAD ABDUL GHANI,
Sir Syed Raza Aui, C.B.E,, }
Mr. H. M. ABDULLAH, )
Kunwar Hajee IsmaleL ALi Kaax, O.B.E., l
Mr. T. CHAPMAN-MORTIMER, Members.
Sir Rataxsr Daran, C.1.E.,
Khan Bahadur Sheikh FazrLi-HuqQ PIRACHa, |
Khan Bahadur Sheikh HaBiBur RaHAMAX, J

Mr. W. H. SmooBerT; C.1.E., I1.C.S., Director General
of Posts and Telegraphs, ‘
Mr. P.'J” Epmuxps, C.I.E., Chief Engineer, Posts and » Witnesses.
Telegraphs, 1
Mr. M. K. Sex Grera, C.1.E., Financial Adviser,
Comnmunications, J
Sir CameroN BapevyocH, C.S.I., C.1.E., 1.C.S., Auditor General of India, .
Mr. M. SuBraEMANYAN, C.I.LE., Accountant General, Posts and Telegraphs,
Mr. R. NAraYyaNaswaMy, Assistant Financial Adviser, Communications,
The Hon’ble Mr. C. E. Joxgs, C.8.1., C.LLE., 1.C.S., Finance Secretary.

. . Posts and Telegraphs Department.

24. With reference to their outstanding recommendation that the Department
should take steps to see that the arrears which had accumulated of cases of losses
awaiting orders for adjustment should be speedily cleared off, the Committee,
were informed that the accumulated arrears had been reduced from Rs. 8,04,158
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 further brought down as a result
of the instructions which had been issued for the speedy conclusion of depatt-
mental proceedings.

25. The financial results of the working of the Department showed that
revenue amounted to Rs. 1589 crores against an expenditure of Rs. 12-49 crores,
‘leaving a net surplus of Rs. 8-40 crores as against a surplus of Rs. 125 crores last
year. Of this surplus Rs. 100 lakhs which was regarded as representing the
proceeds from increased postal rates, etc., the increase of which had been sanc-
tioned as a measure of taxation, was transferred to general revenues, the balance
of Rs. 2-40 lakhs being left with the Department. This, added to the surplus
of Rs. 174 lakhs carried forward from the previous year’s account, brought the
accumulated surplus to the end of 1941-42 to a little over Rs. 414 lakhs. As.
indicated in paragraph 73 of the proceedings of the Public Accounts Committee

-
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on th accounts of 1940-41, only Rs. 100 lakhs of this accumulated surplus would
- earp interest for the Posts and Telegraphs Department.

The Committee regarded these results as satisfdctory' and were pleased to

observe that, as in the last year every branch of the D&partment, including Tele-

. graphs and Radio, which in normal years were-usually run at a loss, were run

at a profit. It was explained howevem that a considerable percentage of the

revenue.on Telephones and Telegraphs came at present from other Government

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 on to examine the accounts of the Renewals
Reserve Fund on the subject of which the Department had presented them
with a memorandum (Appendix IV). They observed that the debits to the
‘Renewals Reserve Fund had steadily gone on increasing and had, ever since
1940-41, been more than the annual aredit, inspite of the annual contribution
from revenue to the Fund having been raised from Rs. 2805 to Rs. 25 lakhs as
reported to the Public Accounts Committee which examined the Accounts of
'1940-41. The debit expected during the year 1943:44 was no less than Rs. 5847
lakhs as acainst a credit of Rs. 25 lakhs and the result would be that at the end
of the year the balance of the Fund would be no more than these Rs. 1,44,28,000
representing 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 the Government of India had decided that to remedy this state of
affairs a lump sum contribution of Rs. 150 lakhs should be made to the Fund
by way of replenishment out of the accumulated surplus at the end of 1942-43 -
thus practically doubling the balance at the credit cf the Fund at the end of that
year and bringing it up to the level of 1936-37. It was also suggested that a .
review of the annual 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
companies. 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 Renewals Reserve
Fund 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
goverming the grants to the Renewals Reserve Fund which had hitherto been
determined on ‘a purely empirical basis and which had resulted at first in the
Fund recerving credits in excess of needs and later in receiving credits less than
were required. They desired that the Department should make a detailed review
of the position and should work out a basis on which paywent into the Fund
should be regulated. This 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. What was important, the Committee
felt, was that the purely ad hoc determination of the contribution which had
proved o unsatisfactory should now give place to a determination based on
principle. . ‘

927. The Committee then went on to consider the Audit Report. They cém-
mented upon the very large savings amounting to 60-3 per cent and 638 per cent
respectively in Grant No. 70.—Capital Outlay of Indiam Posts and Telegraphs
Department (outside the Revenue Account) and Grant No. 71.—Stores and Works
Expenditure (outside the Revenue Account). It was explained that in the case
of the former the savings amounting to Rs. 8,30,000 out of a total of Rs. 18,76,000
were due mainly to the s®me causes as the savings in the capital grant of the
Railways, namely, the postponement of works and the non-availability- of .
materials the former being in itself often theresult of the latter. The Committee
agreed that in war time conditions and the extreme uncertainty with regard to
the availability of materials caused thereby, accurate budgeting was not to be

-~
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expéoted but hoped that it would be possible to avoid such heavy large. variations
in future. - As regards the saving in Grant No. 71, it was explained that a saving
of Rs. 16 lakhs out of the total saving of Rs. 25} lakhs was due to stores pur-
chased not having been paid for before thg ciose of the year. The reason for non-
payment was that bills were presented by the firms too late in in-the year for
them to be examined and passed before the end of the vear and this late .
presentation was in itself largely due to many of the firms with which the Depart- -
ment dealt not having sufficiently trained staff. The Committee accepted this
explanation and remarked that the sum of Rs. 16 lakhs, though large in itself,

was comparatively -small when c¢ mpared to the total tumover on this account
which amournted 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 «he statement of savings and excesses.
on the voted Grants and non-voted Appropriations as compared with previous
years, commented on the good budgeting under the voted portion of Grant No, 10
which showed a variation from budget of only +°02 per cent and agreed to re-
commend the regularisation by a vote of the Legislature of the small excess of
‘Rs. 2,72,265.

29 In .discussing further the saving in Grant Yo. 70 it was pointed 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 Posts and Telegraphs Department had
themselves made a cut of 17 lakhs. The Finance Department therefore did
not consider it necessary to make a further lump sum cut, but, in aceepting the
budget, stipulated that ‘defence works should be met out of the budget, without
futther provisiorr 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 illustration of
tie uncertainty of budgeting in war time, that though in 1941-42" there- had
been large wavings, 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 observed that the justification for lump sum cuts which
were ~designed to prevent recurrent savings in works budgets and to codnteract
the over-optimism of engineers, was not strong in war tlme as in times of peace.

! 30. The Committee then went on to examine the financial irregularities, losses.
. ete. detalled in the, Audit Report and observed that, though the number of cases
-of loss had gone down ‘compared to the last two years, the amount involved
wa$ considerably greater. The increase in the amount was however explained.
as being due to heavy losses in four large cases. The Committee were pleased
to observe that exttra- departmental agents in charge of sub and branch post
offices were responsible only for 12 per cent of the total loss to the Department,
the share for which this class of empployee was responsible being the least since
1935-36 both in number and the amount involved. This result it was stated
was due to a further tightening up of the regulations governing these agents. The
Committee were further pleased to learn that the percentage of loss in the
Post Office to total turnover was as low as "008, the comparable figure for the
United Kingdom being -05. They also noted with satisfaction that none of the
cases of loss disclosed any defect in rules; but observed that the rules had on
occasion not been enforced.

81. With reference o the particular dase of misapproprisiion of telephone
revenue in patagraph 27 of the Audib Report and the audit comment that ‘‘non-
ohservance of the prescribed rules and laxity of supervision facihtsted the fraud””
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rand that ‘‘the ‘question of eontributory negligence on the part of departmental
officigls has not yet been taken up nor has any reinedial action'been taken so far”
it was stated that departmental action wds now being_taken and orders for the
adjustment &f the-balance of the loss which had not begn recovered in the shape
-of fine would be issued immediately after the close of the departmental pro-
ceedmgs

32. The Committee then proceeded to examine the detailed Approprxatmn
Accounts. Attention was drawn to the audit comments under Grant No. 10,
sub-head ‘C’ General Administration, to the effect that the credit under the head
*‘Stock Adjustment Account” included a net credit of Rs. 1-99 lakhs ‘‘on account
of revision in rates which were enhanced from 1st April 1941 so as to allow a
margin for anticipated rise in plices , thqt ““the value of stock in hand and
of purchases made was written up”’, that ‘“‘as the anticipated rise in prices did
not materialise the rates were in some cases brought down”’, that ‘‘the revision
of rates to include u margin for anticipated rise in prices was not authorized by
the rules’’ and that ‘“the adoption of the procedure resulted in the issue of
stores for departmental works or for sale at a higher value. than was justified”.
It. was stated that the Department did not accept in- toto the ‘charge that the
value of stock had been inflated in anticipation of the rise in prices, that the
facts were still under investigation and that if the charge proved to be correct
instructions would be issued that this should not recur. It was further pointed
out that the rules did provide for a writing up of writing down of stock if the
variation in price was more than 10 per cent and that the practice was that stock
was valued on the basis of average cost, i.e., if later purchases were made at & °
higher price the entire stock was revalued at the average price. The “Auditor
General while agreeing with the averaging of the price of stock was of the-
opinion that the correct principle was to show stocks at the market value or cost’
whichever was less and that stock should never be written up on the basis of an
anticipated rise. The Committee were disposed to agree with the Auditor General
but as neither the facts of 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 they would make a final recommendation:

83. The Committee commented upon  the large variation in the non-voted
* Appropriation under sub-head ‘F’—Engineering Expenses of Grant No. 10. It
was explamed that a large number of non-voted Englneer officers had gone on
field service and their places had been taken by junior and lower paid officers.

The savings in the non-voted portion of the Grant accounted for the variation .
which had heen noticed. The Committee noted with approbation the very small
variation amounting to ‘07 per cent gaving and ‘04 per cent excess in the véry
large sub-head ‘J’-—Postal Expenses of Grant No. 10.

. -34. After going through the statement of losses written off, the Comniittee
examined the statement of transactions under ‘“‘Stores Suspense Account’”. In
their report on the Accounts for 1988-39 the Public Accounts Committee recom-
mended that as the stock limit for stores appeared to be too low the question
of increasing the limit should be considered so as to avoid giving rise t6 an
apparent irregularity in regard to the balances of stores. It was however
decided by Government that no upper limit for the working balance of stores
need be fixed at present.due to the uncertain situation and that the excess if any
in the actual balance at the end of each financial year should be regularised 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 of this figure with the
figure of issues for the year (181 lakhs) that the balance in hand was no miore
than 4 months’ requxrements The Committee were of the view that having
regard to war time conditions and particularly to the Telecommunications Deve-
lopment Scheme the balances were by no means excessive.
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Pméudings‘ot the fourth meeting of ;he Public Accounts Committee held on
Mohday, the 80th August 1943, at 10 a.m. .

- PRESEXT: ) ) . )
The Hon’ble Sir JEREMY Raisman, K.C.8.1., C.I.LE,, I.C.S., Finanee Member,
‘ - Chairman.
Maulvi MoEAMMAD ABDUL GHANI, 1
Sir Syed Raza Aui, C.B.E,,
Mr. H. M. ABpuLLAH, A
Kunwar Hajee IsmaieL ALi Knax, O.B.E,,
Mr. T'. CHAPMAN-MORTIMER, PMe'm-be*rs-
Sir Rarangr DacaL, C.1.LE,,
Khan Bahadur Sheikh Fazr-1-HuqQ PIRAcHA,
Khan Bahadur Sheikh HABIBUR RAHAMAN, J
Mr-D. L. Mazumpar, 1.C.S., Joint Secretary, Labour
Department. .
Khan Bahadur Monp. SoramMax, Additional Chief Witnesres.

Engineer, Central Public Works Department.

Sir Camerox Bapexoch, C.S.1., C.I1.E., I.C.S., Auditor General of India.
“Mr. S. C. GupTa, Accountant General, Central Revenues.

Mr. Rauxaq Lar, Assistant Accountant General, Central Revenues.

The Hon'ble Mr. C. E. Joxgs, C.S.I., C.I1.LE.. 1.C.S., Finance Secretary.

» . Labour Departme nt.

85. The Committee reviewed the works expenditure for the year as a whole
and observed that, unlike the previous three years when savings had occurred
uninterruptedly, the results of the year under report disclosed a net extess of
532 per cent over the consolidated provision for works expenditure under all the
Grants and non-voted Appropriations taken together. " The main excess amount-
ing to Rs. 10,81,000 was under Grant No. 6U0—Civil Works, but there were also
excesses under ‘‘Tribal Areas” fnd ‘‘Baluchistan™ as well as, for the first time
in many years, in Grant No. 48—Aviation. With reference to paragraph 7 of
the Committee’s Report on the Accounts for 1940-41, which recommended that

" in the next year, while there should be no lump sum cuts under the heads ‘Civil
Works’” and “‘Tribal Areas’’ all other provision for works should as before remain
subject to that cut, the Committee discussed at length whethey they should

- reaffirm or modify that recommendation in the light of war time conditions.
am{i the results of one more war year now before them. They ¢ame to the
conclusion, that lump sum cuts, which were designed primarily to counteract

» “persistent overbudgeting, were not appropriate in present conditiogs; for, in war
time, urgent aud unforeseen demands for works were eontinually 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.—Department of Labour.—With reference to the modifica-
tion under A(1)—"‘Pay of Officers”’, which was stated as being due to ‘‘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 te draw part of their salaries elsewhere than in India. The
reduction in the original allotment was consequently counterbalanced by equi-
valent increase in the English expenditure sub-head ‘‘C(2)—Family Allotment
and Pay of Officers”’ ' _ |

With reference to the remark under sub-head B(3)—‘‘due to an advance of
travelling allowance for tours undertaken in April 1942 having been drawn in
March 1943 under a misapprehension’’ it was explained that the rule was that
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all advances of travelling allowance were to be refunded to Government before
the close of the ‘financial year. The officer concerned had evidently drawn an
advange in March bus had not been able to refund it befeie the 31st of that
. month, thus giving rise to the excgss and,to the.technical jrregularity here noted.

. 87. Grant No. 46.—Industries.—There was a- voted excess in this Grant of
Rs. 19,280 made up principally of items for the control of which the High Com-
missioner.for India was responsible. He had anticipated the excess but his
Revised Estimates were not received by the Central Government in time to
arrange for funds. The Committee agreed to recommend the regularisation of
the excess by a vote of the Legislature.

88. Grant No. 60.—Civil Works.—There was a net voted saving in this Grant
of Rs. 9,39,435 which was due mainly to larger recoveries than anticipated of
establishraent and tools and plant charges from the Defence Services in respect
of Defence works carried out by the Central Public Works Department.

The Committee noted that as in-the last year the pro forma accounts of the
Central Public Works Department Nursery at Jorebagh  the Central Public Works
Department filtered water supply at Dehra Dun and the Central Public Works
Department unfiltered water supply at New Delhi had all disclosed a profit
during the year under review. The reason of course was the increase in the
population of New Delhi and Dehra Dun. ’

39. The Commnittee then went through the detailed statement of expenditure -
on important new works. With regard 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 provision of Rs. 70,000 was surrendered
as a comprehensive scheme for a Pilgrims’ Camp costing in the neighbourhood of
Rs. 5 lakhs was under consideration. Some members objected to this postpone-
ment saying that 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 been 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 was écquired 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.

40. Arising 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 grang
by the device of re-appropriating unanticipated credits, the Auditor*General
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 to prevent the Finance Department from sanctioning these
reappropriations, he was of the view that constitutional 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 pro-
ceedings of the Standing Finance Committee it was found that all the works
which had been executed without budget provision had been referred to that
body which had been informed that 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 regarded as being
on a par with reappropriations rendered possible through genuine savings and
suggested that the fact that these reappropriations were going to be made from
unanticipated credits should have been brought expressly to the notice of the
Standing Finance Committee. He added that the matter had been discussed in
detail by the Public Accounts Committee many years ago. The Committee
desired that the Finance Department should investigate this question and pre-
gent a report to them on the day they examined the accounts of that Department.
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~ «41. The Commiftee noted that the percentage ‘rate for establishment and
tools and plant had peen further reduced in 1941-42 from 14-08 and 168 in‘ 1940-
41 to 8-30 and 1-07 respectively. The reason was the continued increase in the
amount of expenditure en Givil Works during the year undér review. - -

42. After reviewing generally the Approprxatxon Accounts of Grant No. 83—
Stationery and Printing, the Committee went on to consider the accounts of the
Government ‘of India Presses and the Central Stationery Office, Calcutta, con-
tained in the Commercial Appendix to the Report. They noted that, though
expenditure on the Presses had increased by nearly Rs. 8,79,000, the value of
work done had mounted from Rs. 57 lakhs to Rs. 84 lakhs. They wete informed
that differences in stock found at the time of stock-taking were adjusted under
the sanction of the proper authority which was the Government of India.

. Proceedings of the ffth meeting-of the Public Accounts OCommittée held on

Monday, the 25th October 1943 at 10-308.m. w
Pnnsmv'r )
The Hon’ble Sir JEREMY Raisman, K.C.S.1., C.I1.E., 1.C.S., Finance Member,
‘ Chairman.
Msulvi MoaaMMAD ABDUL GHANI, -

Mr. MoEAMED AZHAR ALI, |

Sir Syed Raza Ari, C.B.E., - '

Pandit L. K. Martra, . L Members.
Kunwar Hajee IsmaieL Ari Kuan, O.B.E.,
Sir R. D. DavraL, C.1.E,,

Khan Bahadur Sheikh Fazr-1-HuQ PIRACHA, !
Khan Bahadur Sheikh Haemrtr RaHAMAN, J
Mr. J. D. Tysox, C.S.1I., C.B.E., 1.C.S., Secretary, h

Education, Health and Lands Department.
_ AIr. S. H. Y. Ouvwsyam, C.ILE,, 1.C.S., Joint Secretary,
Education, Health and Lands Department. ,
Mr. B. Samay, 1.C.S., Secretary, Imperial Council of > 111tnesses.
Agricultural Research.

Mr. G. S. Bozman, C.1.E. 1. C 8., Secretary, Indians
Overseas Department 3

Sir CaMeroN Bapexoc, C.8.1., C.I.E., 1.C.8., Auditor General.

Mr. S. C. Gupra, Dlrector of Audxt Defence Sernces

Mr. Raunagq Lat, Assistant Accountant General, Central Revenues.

The Hon’ble Mr. C, E. Joxes, C.8.1., C.LLE., I C.8., Finance Secretary.

R Depmtment of Education, Health and Lands.

43. Grant No. 30. —8urvey of India.—With reference to their outstanding
recommendation’ No. 10, the Commttee were informed that it had been arranged
since December 1942 that surprise test checks of expendible stores at the Photo-
Litho Office should be carried out” mohthly by gazetted officers and that the
results should be reported to the Surveyor-General of India. In view of the
ptessure of work during war time, the number of individual items to be so checked
had been limited to four or five per month, subject to the condition that such
items should be of the stores that were most valuable and that the items should

vary from -month to month. The Comrmttee expressed  themselves as satisfied
at the arrangements made.

44." Grant No. 31.—Botanical Survey.—With reference to their resommenda.--
tion that in respect of the Government stock of quinine a test check of quality
in addition to the check of quantity should be undertaken .for all quinine pro-
ducts, it was stated that orders had been issued for random samples to be taken .
and chemically tested in order to verify that there had been no substitution
or adulteration. The Committee noted that the stock of quinine sulphate st
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the end of the year stood at 220,000 lbs. compared to 268,000 lbs. at the énd, of
previous year. They were informed that stocks had sincg-then been still further
reduged.

45. Grdnt No. 37 —()ther Suentz}u Departments —In comphance with their _
desire that they should be kept in touch with developments in the matter of
exemption of the Indian Museum buildings from municipal tax, the Committee
were informed that by arrangement with the Trustees who had A. R. P. in view
part of the Indian Museum buildings had now been occupled by the Military
Authorities and for this reason and measure most of the exhibits had been
removed or stored for safety, the Museum liad been closed to the public. Fhe
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
b each, so that the latter might be asked to bear their share of the tax, and
to exempt that portion of the Indian Museum buildings which was still under
the control of the Trustees. The Corporation, however, had replied that it could
not apportion the tax and could not consider exemption for.so long as the
Museum was partly occupied by the Military Authorities. As the Museum was
no longer open to the public, and to this extent Government’s case for exemption |
from tax had been weakened, it was proposed not to press the matter for the
duration of the war. TRe Committee agreed and- desired that the matter should
be pursued after the war.

46. Grant No. 38.—Education.—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 a 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 Pubiic Health had gradually
beén increasing. This was explained as due to its expansion and re-organisation.
The Instifute took in students from various provinces and States in India on
payment of fees but did not call upon the Provincial and States’ Governments
to meet any part of its expenditure, because the responsibility for maintaining
the Institute was constitutionally that of the Central Government.

The Committee observed that a protit of about Rs. 5 lakhs had resulted from
the manufacture and sale of vaccines, sera, etc., at the Central Research Insti-
tute, Kasauli. 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 tke
quantity of Vaccine, ete., produced which had led to a reduction in rates com-..
bined with the time-lag in the revision 6f rates, there had been appreciable
vrofits over the last few years, but this did not indicate any change in the pbhcv
of Government in legard to this matter. - . s

In answer to a question it was stated that the accounts of the Central Resem'ch
Institute were locally audited only once in three years because the Auditor--
General had found hunself unable, through lack of staﬂ to conduct audit at more -
frequent intervals. 2

48. Grant No. 41.—Agriculture.—It was explained that allocations from
the Sugar Excise Fund to provinces were made in proportion to the amount of
-white sugar produced by them: over a period of years. Payments were made
mn xespe(t of approved schemes and the grants made in any particulap year
were, therefore, not necessarily proportionate to this figure: ,whose payments
were less the balance was carried forwazd to the credxt of the province. The
Committee were informed that the Government -Research Creamery at Anand,
which had been in liguidation for some time past, had now been taken over by
"the Supply Department and was producing cheese for the Defence Services.

49. Grant No: 45.—Civil Veterinary Serbice.—The Committee reviewed "
briefly the Commercial Accounts of the Biological Section of the Imperial Veteri-
nary Research Institute, Izatnagar, and noted that the principle adopted in fixing
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the sdle price of the various kinds of sera produced at this Institute was the

same as that adopted for the Central Research Institute at Kasauli, viz., that
there should be, over a period of years, neither profit nor loss over the activity,

Indians Overseas Department.
&

50. Grant No. 17A.—There was a small excess of Rs. 3,018 in the voted
section of this Grant. The Department being new and in the process of gxpan-
sion, it had not been possible to frame a more accurate estimate. The Com-
mittee agreed to recommend the regularisation of the excess by a vote of the
Legislature. .

51. Grant No. 6f.—Miscellanecus.—Sub-head D.6.—It was explained that

the grant-in-aid to the Port Haj Committees Bombay, had been withdrawn as

Zit had been found that the finances of this Committee were sound and did not
need any help fromn Government.

52. Miscellaneous Ezpenditure connected with the War.—Sub-head H.6.—
"There was a saving of Rs. 9 lakhs compared to the final appropriation of Rs. 17}
~ lakhs under this sub-head. It was explained That a large portion of this saving—
about Rs. 5 lakhs—was due not to the money not having been spent but to it
having been kept under suspense, because it had not been settled by the end of
the: year to which Government—India, Burma or "His Majesty’s Government—
the amount 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 vear and which was still responsible for heavy
expenditure. d

Proceedings of the sixth meeting of the Public Accounts Committee held on
Tuesday, the 26th October 1943, at 10-30 a.m.

PRESENT:

The Hon’ble Sir Jerixy Rarsmax, K.C.S.L., C.LE., 1.C.S., Finance Member,

Chairman.
Maulvi MoraMMap ABDUL GHANI,
Mr. MoHAMED AZHAR ALIL,
.- Sir Syed Raza ALi, C.B.E,,
Kunwar Hajee IsmaleL AL Kaax, O.B.E,, Members.

*Sir Ratana1 Darar, C.1.E.,
. » Khan Bahadur Sheikh FazL-1-HuqQ PIRACHA,

Sir GeorGe SpeEnce, K.C.I.LE., C.S.1., 1.C.8., Secre- 1
tary, Legislative Department.

Rai Bahadur A. L. Banerseg, 1.8.0., Registrar,
Federal Court.

Mr, A. C. TurNer, C.I.LE.,, M.B.E., 1.C.B., Joint % Witnesses.
Secretary, Finance Department,

Mr. D. L. Mazvmpar, I.C.8., Deputy Secretary,
Labour Department. ’ J

Sir CamMerom Bapexocn, C.8.1., C.I.E., 1.C.8., Auditor General.

Mr. 8. C. Gupera, Director of Audit, Defence Services.

Mr. RacvvaQ Lar, Assistant Accountant General, Central Revenues.

The Hon’ble Mr. C. E. Joxes, C.8.1., C.1.E., 1.C.S., Finance Secretary.

&

Legislative Department.

53. Grant No. 13.—Council of State.—The Committee observed that there
was a large percentage of savings in this Grant but were informed that this
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was.due, both to shorter sessions of the Council of State and to the xiqn_.
attendance of members of the Congress Party. ‘They accepted the explanationc

as adequate. . L

. .
. b54. Grant No. 16.—In answer to a question .with reference to the modifica--
tion in sub-head ‘B.—Legislative Bodies’ it was explained that under the-
‘Legislative Rules electoral rolls had to be prepared after every three years,
irrespective of whether there was going to be an election or not.

55. Externa] Affairs.—India’s contribution to the League of Nations in the-
year 1941-42 amounted to Rs. 7,54,649. The figure for the current ﬁnanciz}'l
year was, however, considerably higher, i.e., Rs. 9,73,000, owing to an increaso:
in the budget of the International Labour Office which had embarked upon:
certain post-war re-construction activities. The Supervisory Commission,
which at present managed the financial affairs of the League; had now included:
a representative of India in the person of Mr. H.-S. Malik, Indian’Trade Com--
-missioner in New York. -

Finance Departnent.

56. The Committee then went through the Audit Report and notgd in.
passing that the percentage of savings or excesses to final appropriations and.
grants was of the same order as in ‘the last year in the case of voted grants -
but that there had been an improvement in the case of non-voted appropria-
tions, in so far as the revenue and capital expenditure portion was concerned.
The variation over the combined voted and non-voted expenditure showed some-
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 1941-42, 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, was only one during the year under review compared:
to three in the previous year and two in the year before. Further, the grant.
which had proved unnecessary was that relating to the Andaman and Nicobar
Islands, the reason being that the exependityre booked in the accounts was for-
10 months only, the Andamans Administration having ceased to function from.
the 23rd March 1942 and the accounts for_the last twd months of the year not
having been received in the accounts office. There were two cases in which
the major portion of the supplementary grants remained unutilised, _vizw .\
‘47—Scientific and Industrial Research’ and °‘66.—Delhi’. 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 connection with Air Raid Precautions in the second. The-
Committee accepted the explanations given as adequate. .

58. On a general review of financial results.the Committee, recognising that
"accurate budgeting and control over expenditure had been rendered very diffi-
cult owing to the intensification of the war and  the innumerable demands.
connected with it which could not possibly be anticipated, agreed with the-
conclusion of the Auditor-General that, taking all the factors into consideration,
both budgeting and control had been, ofi the whole, satisfactory during the vear-
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) Yas placed before the Committee-
in compliance with their request that an investigation should be made and a.
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.report rendered to them as to whether it was a fact that persistent, savings
-occurred in the provision for works expenditure because budget provision was
made by the Finance Dgpartment withqut adequate examination whether the
items for which budget provision 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 memorandum reviewed in detail the procedure adopted
prior to budget provision and the Committee, haying examined it, came to the
conclusion that the present procedure did not suffer from any intrinsic defect
ard did not, therefore, require to be changed. They were of the opinion that
the principle that a project should be in an advanced stage before budget provi-
sion was made for it, was a sound principle to follow in peacetime but that it
‘required necessarily to be modified in order to meet wartime conditions. They
were further of the opinion that, in view of the stage which had now been
‘reached, in which werks budgets showed excesses rather than savings, they -
“were not prgpared to recommend a continuation of the system of lump cuts.

Item 16.—The Committee were informed of the steps taken to simplify the
system of notation under the Grant ‘Aviation’ which included the splitting
‘up of the Demand into two and of various sub-heads being shown as separate
-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 future years.

60. With reference to paragraph 40 of these proceedings the Finance Depart-
‘ment presented a detailed memorandum (Appendix VI) with regard to the
utilisation of unanticipated credits which the Committee discussed at length.
The Auditor-General explained that there was a great difference between the
utilisation of unanticipated credits and that of unanticipated savings in that,
whereas the 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 or 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 corresponded to our ‘Peduct—Re-
-coveries’. The executive could spend the money so credited up to the limit
“fixed- in the ‘Appropriation-in-Aid’, but when these credits exceeded the amount
so fixed, they were taken in the accounts as receipts and were thus not avail-
-able to finance any new expenditure. The Public Accounts Committee had
-already decided not to adopt this gystem as it was not in accord with scientifie
accounting - principles. _The Auditor-General further said that he could not
-aceept the statement inn the memorandum that the present arrangement did
bt involve any real departure from the spirit of the convention arrived at
-originally, with the Standing Finance Committee that they should be informed
--of all cases where substantial unanticipgted credits had to be utilised to incur
fresh expenditure. The alterations of the functions of the Standing Finance
Committee made it imperative that some fresh convention should now be estab-
Jished in order to bring the matter to the notice of the Legislature, preferably

bejgre but in any case after expenditure had been financed from unanticipated
-credits. x

61. The Committee agreed that the present system, by which Departments
-could obtain funds not voted to them by the Legislature but accruing to them
as credits without the matter being specifically brought to the notice. of the
Legislature. was unsatisfactory. The glternative by which the matter should
“be brought to the notice of the Assembly was either by moving a token grant
or by a specific mention of the fact of unanticipated credits having been utilised
"being made either in the Budget Memorandum if the credits were noticed
before the preparation of the revised estimates or by specific inclusion in the
Appropriation Accounts if they were noticed after the close of the year. The’
‘latter system was already in force on the Railway side and the Committee
agreed to recommend that it should in future he followed on the Civil side also
-a8 being much the simpler of the two alternatives.
i *
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62. The Commitéee then. went on:té examine the Appropriation Accounts:
of the Granty and Appropriations for which the Finance Department was res-
ponsible. ‘ | S

. s . .
~ G@rdnt No. 7.—Stamps.—The Committee went through the Commercial:
Accounts of the Security Printing, India, and the Central Stamp Stores and
observed that the net profit in the year under review was of the same order-

as in thé previous year. They expressed themselves satisfied at the commer--
cial working of these Departments. ’

63. Grant No. 18.—Finance Department.—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 discussed 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 check by the Administrative Officer-in-
Charge in the prescribed form. The main Grants which had allotments for-
Secret Service were those of the Home Department, the External Affairs De--
partment and the Tribal Areas; while the Governor-General also- had an allot--
ment of Secret Service Fund of his own. The Administrative Officer, who-
rendered certificates to Audit, was usually 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 stated that the audit certificate, which had not been
received at the time of the writing of the report, had now been received, the-
delay being due to the fact that it related to Bushire and communications with
the Persian Gulf were liable to delay. ' .

65. Grant No. 25.—Audit —It. was explained that the saving amounting to-
about Rs. 44 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. Grant No. 55.—Currency.—The Committee went through the surplus
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.-6,41,00,000.

. 67. Grant Naq. 65.—Miscellaneous Adjustments between the Central and
Provincial Governments.—It was explained that the items contained in this.
Grant representéd really receipts due to the Central Government under certain: .
Central Acts such as the Petroleum and Explosives Acts which were administet-
ed by the Provincial Governments on behalf of the Central Government. The-
fees under these Acts were credited to Central Revenues but an amount.
equivalent to the fees realised was paid to the Provincia] Governments as charges.
for administering the Acts. and it was thiese payments which were recorded in.,
this Grant. )

68. Grant No. 76.—Interest-free Advances.—The Committee observed that-
a supplementary grant of Rs. 35,50,000 had again been found necessary &nd
reiterated the fear which they had expressed in paragraph 32 of their proceedings
of last year that the presentation of the supplementary demand was _becomu.lg'
an annual feature of this Grant. It was explained that th:is Grant did not, in-
fact, represent expenditure but in reality the bankjng activities of Government. -
The reasons why a supplementary demand had again been found to be necessary
were that during the course of the year considerable sums had to lze- advanced
for the purchase of wool on behalf of Hig Majesty’s Government, coins had had
to be manufactured in the Indian mints for foreign governments gnd advances
had to be granted to Government servants for evacuation of their dependents:
from threatened areas, the necessity for none of which measures could have-
been foreseen. The Committee accepted the explanation as adequate. ‘
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Home Department.

69. Grant No. 12.—Ezecutive Council.—With reference to the modification.
in the sub-head ‘A.2.—Allowances’, it was explained that the practice hitherto
Jhad been that the equipment allowance of non-Service Members of the Governor-
General’s Execdtive Council had been regarded as voted. During the course of
the year, however it had been discovered that under Section 85(1) read with
-Section 67 (a) (iii) of the Government of India Act, 1919, as kept alive by the

Ninth Schedule of the Government of India Act, 19385, the equipment allowance
~of all Hon’ble Members should be non-voted. The classification had therefore
- been changed accordingly. Persons gppointed to the Governor-General’s Execu-

tive Council received £500 as equipment alowance if they happened to be
resident in Europe at the time of their appointment and £250 if they were

‘resident in India, the difference being due to this allowance being meant-also
“te cover expenditure on the voyage out. |

There was a voted excess in this Grant of Rs. 14,088 due to more expenses
con touring by Hon’ble Members. The Executive Council was expanded in the
middle of this year and as this expansion had not been anticipated, the budget
provision for tour charges fell short of actuals. The Committee agreed to re-
-commend that this excess should be regularised by a vote of the Assembly.

.70. Grant 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,
‘ete. The Committee recommended the regularisation of this excess by a vote
-of the Assembly. ’
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71. Grant ‘No. 27.—Police.—It was, explained that the charges brought to
account under sub-head “A.—Lump Sum Chérges paid.to Provincial ~Govern-
ments’’ were mainly due to the cost of civic guards and additional police. The
Central Government reimbursed to the Provincial Governments one-third of the
total cost of maintenance of civie gual‘ds and the cost of the additional police
emplayed for the protection of Central"Government property or for other similar
purposes was met by a grant-in- ald under Section 150 of the Government of -
India Act.

72. Grant No. 57.--Ajmer-Merwara.—-With reference to Account II.—Civil
Admulistratlon, sub-head A.1(1).—‘‘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-General and Resident for the .
Rajputana States were held by the same person. He and his staf were paid
out of the Crown Budget and the Civil Estimates made an amrual contribution
to the Crown Department which was meant to cover the Chief Commissioner’s
share of the expenditure.

The explanat—ion for the sub-heads B. 2(2) and B. ‘5(4).—'‘Grants-in-Aid,
LContributions, ete.”’, was similar in that the Judicial Commissioner and the
Railway Magistrates were officers of the Crown Department, a part of the salaries
and expenses of whom were paid by Civil Estimates, and this payment was
here exhibited.

With reference to the sub-head D. 5.—‘‘Deduct—Cost of additional war time
Police-employed for the protection 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 mot been decided whether any recovery on this account
.was to be made from the Railway; and if so, on what basis. A general decisior’
on this question was arrived at during the course of the year and modifications

made in the budget accordingly.

73. The Committee observed that there had been a very large saving in the
original budget provision under Account III.—‘Miscellaneous—B.—Miscellane-
ous Charges—B. 1.—Grants-in-Aid’: It was explained that this saving was
due to a reduction in the grant to the Ajmer-Merwara Municipality for water
supply, drainage and sewage disposal schemes because it had not been possible,
owing to conditions brought about by the war, to purchase- the necessary
machinery and pipes. It had now been decided. to postpone these schemes till
after the war when it vould be pos#ible to obtain machinery with less difficulty.

74. Grant No. 69.—Andaman and Nicobar Islands.—The Committee observed
that a supplementary grant was obtained under this head for Rs. 3,82,000,
while there was a net final saving in the voted portion of Rs. 9,783,000 and the
supplementary grant proved unnecessary. It was explained that this saving
was due to the fact that the Andamans Administration had ceased to function
from the 23rd March 1942, that the accounts for February and March. 1942
had been lost by enemy action and that therefore it was not known what amounts
had actually been spent. The saving was therefore illusory. The Committee
agreed that in the circumstances no objection could be taken to the supplemengary
grant having been obtained.

In answer to a question why the write-off of losses resulting from the occupa-
tion of the Islands by the enemy was still under the consideration of the Central
Government, it was stated that it was not desirable to write off the losses
straightaway because it was not known what assets might be recovered when
the Andamans were reconquered. Many of the assets, such as the buildings,
forest works, etc., were of a permanent nature and some of them might be
recovered intact. There was no advantage in writing off the losses prematurely
and no disadvantage in delaying the write-off for some time.

75. Fedcral Public Service Commission. —The Committee observed that the
fees realised during 1941-42 in respect of examinations conducted by the Federal
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Public Service Commission amounted to Rs. 1,60,540 which was very much
less than the entire expenditure-on -the’ Commission™ It was explained that.it
was neither the mteexﬁon nor was it practicable to recover from candidates.
appearing for examinations the full amdint of expenditure incurred on the’
Commission, that examination fees were already high, that the Commission
performed various other important functions unconnected with examinations.
and that in any case the direct cost of conducting examinations was more than
covered by the fees realised. The Committee dgreed that there was no necessntv
to change the present policy relating to fees.

Commerce Department.

76: Grant No. 19.—Commerce Department —With reference to the modlﬁca-
tions under the head ‘B—Foreign Trade Control’, it was explained that 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 under review owing to the
, intensification of foreign trade control both in its export and imporb. aspects.
" The importance of thls work had developed owing, on the one hand, -to the
necessity of conserving Indla s resources for her own needs and, on the other,
to make full use by a svstem of priority of the limited shipping space available.
Work increased in proportion to the number of commodities controlled.

. Grant No. 28.—Ports and Pilotage.—The Committee went through the
Commerc1al Accounts of the Bengal.Pilot Service and observed that there had
again been a deficit this year amounting to Rs. 67,153 but that the deficit had
been less than that of last year. . The surplus at the credit of this Fund was.

- however, still substantial, \amountmg at the close of the year to Rs. 7,01,262,
and the Committee did not, therefore, and particularly in view of the abnormal
canditions now prevalent, consider that any action to equate income to expendi-
ture was at present neeessary.

78. Grant No. 29.—Lighthouses and Lightships.—The Committee went
through the Commercial Accounts of the Lighthouses and Lightships Depart-
ment and were. pleased to note that, as in previous vears, the working of the
Department had shown a completeh satisfactory result from the commercial
point of view. Thev were informed that, although manv of the Lighthousas-
had been dimmed, the rates of light dues in force’ durmg the vear had remained
at the same level as before and that this decision was taken on the advice of the
Lighthouses Advisory Conimittee. .y

79. Grant No. 41 —4qrmzlture .—The Commerce Depar tment were c.oneerned '
with the sub-head ‘G—Transfer to the Fundfor the benefit of Cotton Growers’.

. It was explained that this Fund had been created during the year out of the
additional duty on the raw cotton imposed by, Ordinance No. VIII of 1942, the
object of the Fund being to help cotton growers by financing such purchases
of 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 a balance of Rs. 7 lakhs but it was understood that in the next
year tertain 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 reviewed
the income and expenditure account of the scheme for registration of Accountants
and observed that the accounts for the year. under review showed a surplus of
Rs. 14,537 against a surplus of Rs. 7,172 in the previous year. The wmet deficit
on account of this scheme, however, still remained at Rs. 17,139. The Com-
xmtteg, enqmred whether the causes which-had led to this i increase in the surplus,. -
viz., the post of the Secretary being held by an officer in receipt of lower pay,
less travelling by the: Becretary and less expenses on account of daily allowance
to members as the Board had met only for one‘day, were not hampering the
efficiency of the working of the scheme. They were, however, assured that
none of these causes was likely to affect the proper workmg of this organisation,.
that the Secretary was paid less than the former incumbent of the office as he

&

- !
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- was g junior member of the Indian Audit and Accounts Service, that there 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 beengthe policy to limit meetings of the Board

during war ‘time.

81. Miscellaneous Expenditure conyected with the War.—The Committee
exammed 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 low a figure as 16 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 the eighth meeting of the Public Accounts Cominittee held on
Saturday, the 30th October 1943, at 10-30 a.m.

PRESENT:
'Phe Hon’ble Sir Jeremy RaisMan, K.C.8.1., C.1.E., 1.C.S., Finance Member,
.Chairman.
Maulvi MoHAMMAD ABDUL GHANI,
Mr. MoHAMMAD AZHAR ALI,
Pandit L. K. MAITRA, -
Mr. H. M. ABDULLAH, M embers_\.

Sir R. D. DawaL, C.1.E.,

Khan Bahadur Sheikh FazL-1- -Huq PIRACHA, ‘

‘Mr. D. D. Warren, 1.C.S., Joint Secretary, War A .
Transport Department.

Mr. LaNGEAM Carter, I.C.S., Deputy Secretary, War

\ “Transport Department.
- Mr. M. K. Sexn Gurra, C.I.E,, Fmancml Adviser,

Communications.

Sir GurunaTH BEWoOr, C.I.LE., I.C.S., Secretary,
Posts and Air Department. ‘

Lt.-Col. W. H. Warr, O.B.E., R.N.R., Director, e Witnesses.
Civil Aviation.

Mr. J. B. VesuGAR, Consulting Engineer, Roads.

Sir Freperick Puckirg, C.S.I., C.I1.E., 1.C.S., Secre-
tary, Information and Broadcwtmg\ Departmetlt

Professor A. S. BogkHARI, Controller of Broadcasting.

Mr. J. NaTARAJAN, Principal Information Officer. .

Rai Sahib- C. N. Sewn, Administrative Officer, Bureau *
of Public Information.

Sir CaMeron BapenocH, C.S.I., C.I1.E., I1.C.S., Auditor General.

Mr. 8. C. Gupra, Director of Audit, Defence Services.

Mr. Raunaq Lar, Assistant Accountant General, Central Revenues.

. The Hon’ble Mr. C. E. Jones, C.8.1., C.1.E., 1.C. S., Finance Secretary

War Transport Department.-

82. Grant No. 73.—Capital Outlay on Vizagapatam Harbour.—The saving
in working expenditure was explained as being due to the delay in starting the
construction of & railway line to serve the ship-buildipg yard, ‘the constructlon
of which had itself been postponed.

The Committee then examined the Commercial Accounts of the Vlzagapstmn
Port. It was observed that the working of the year under review had again
resulted in a deficit of Rs. 1,58,310 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 stood at Rs. 6,91,665. The Committee were of
the opinion that though the construction of the Port might well be justifiable on

Kunwar Hajee IsMAIEL ALr KHAN, 0 B.E., J

-
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, larger grounds and though a final verdict could not be given till normal conditions
‘had been resumed after the war; it seemed to be fairly clear that the Port had
not been and would not for some time be A financially remunerative proposition.

bepargmeng of Posts and Air.

. 83. Grant No. 21.—Department of Communications.—There was a substan-
tial saving in this grant which was due mainly to the saving under ‘fi.—Railway
Inbpection’. The Railway Inspectorate was actually transferred from the Rail-
way Board to the Posts and Air Department with effect from thé 12th May 1941
but the original grant included provision for expenditure for the whole year on
the assumption that the transfer would take place from 1st April. Iurther,
there was some reduction in the scale of pay of the two Government Inspectors
. after their transfer. The savings could not be surrendered in time owing to a
misapprehension.

84. Grant No. 36.—Meteorolbgy.—The Committee were informed that a large’
number of meteorological offices and stations had been opened owing to the
‘necessity of providing the Air Force with full information regarding weather
wonditions. Wherever these stations had been established for purely military
needs, for example, at Military Aerodromes, the full cost was met from Defence
Estimates. ’

85. Grant No. 48.—Aviation.—The Committee observed that after a num-
ber of years there had been an excess over the original appropriation for works
expenditure in this grant which had shown large savings for the last six years'
in succession. The excesses this year was mainly due to accelerated progress
* on the capital programme of works due to War.

86. Grant No. 61.—Central Road 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 under
review a large credit had been received by the Fund from Defence Estimates
for expenditure on roads of a military nature. The object of passing this money
‘through the Fund was to utilise the organisation of the Fund for the execution
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.

1t was explained that 15 per cent of the normal receipts of the Fund were
retained as.a reserve by the Central Government before distribution was  made
to the provinces 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 .Orissa, for the execudion of approved works.

Department of Information and Broadcasting.
* 87. Grant No. 49.—Broadcasting.—The Committee went through the Com-
* mercial Accounts of the All-India Radio and noted that the year’s working had
resulted in a profit of Rs. 8,23,149 (if Customs revenue was taken into account)
or a loss of Re. 17,19,977 (if Customs revenue were excluded). The result either
way was, however, better than in the previous year. The Committee noted that,
as in the last two years, the ‘Indian Listener’ had been run at a profit but that
the other publications continued to show a loss.

With reference to sub-head ‘C.—Rural Broadcasting’ of the Appropriation
Accounts, it was explained that an Inspector of Rural Broadcasting had been
employed in the Delhi area in connection with the Rural Broadcasting Scheme

an experimental measure. The scheme was being successfilly run in this
area and Madras, U. P. and the N.-W. F. P. had also taken up rural broad-
casting on a fairly wide scale. ‘ ‘

* 88. In connection with item 20 of the statement of outstanding recommenda-
‘tions, the Committee were informed 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 postpone the publication of the

" ‘Report of the All-India Radio till the termination of the war. Btatistics, re-’
turns, etc., continued to be collected as it was intended to publish a consolidated
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report aiter the war, which would be followed by reports at reasonable intervais.
The Committee did not, in view of this explanatign, desire bo press its request
for the issue of an annual report.

89. Garnt No. 64.—Miscellaneous.—I% was explained that the sub-head ‘A. 1.
Bubscriptions to the Indian News Agency’ comprised during the year under
review only payments to the Associated Press of India. Government were how-
ever now subscribing to the 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.

Proceedings of the ninth meeting of the Public Accounts Gommttee held on
Monday, the 1st November 1943, at 10-30 a.m

‘ PRESENT.
. The Hon ble Sir JEREMY RAIBMAN K.C.8.1., C.I.E., I.C.S., Finance Member,
Chairman.
Maulvi MoraMMAD ABDUL (GHANI, I Y

Mr. MoHAMED AZHAR ALI,
Pandit L. K. MAITRA,
Mr. H. M. ABDULLAH, > Members,
Kunwar Hajee IBMAIEL AL Knan, O.B.E.,
Sir Ratang1 DaraL, C.1.E..

Khan Bahadur Shelkh Fazr1-Huq Piracaa. J

Mr. H. WeicatT™MaN, C.L.LE., Secretary, External I
Affairs Department. )

Mr. V. B. Arte, Upnder Secretary, External Affairs
Department.

Mr. N. V. H. Symoxs, C.ILE., M.C,, I.C.S,, Director
General, Civil Defence.

Mr. G. Peace, Chief Adviser, Factory A. R. P.

Mr. S. K. KIRPALANI, 1.C.8., -Joint Secretary,
Supply Department, . Witnesses..

Khan Bahadur UsaipurLLae, Under Secretary,:
Supply Department,

Mr. M. V. RangacHARI, Deputy Financial Adv13er,
Supply Finance.

Mian MuoaaMMAD RaFI, Secretary, Legislative |
Assembly Department.

Rai Sahib 1. H Dgesai, Assistant Sugar Controller. - |

Mr. R. B. Erwin, 1.C.S., Deputy Secretary, Depart-
ment of Industries and Civil Supplies. . .

‘Sir CaMeroNn Bapewnocm, C.8.I.,, C.I.E,, 1.C.8,, Audltor General.

Mr. 8. C. Gupra, Director of Audxt Defence Serylces

Mr. RauNaQ LAL Assistant Accountant General, Central Revenues.

Mr. Ram GopaL, Chief Controller of Supply Accounts.

‘The Hon’ble Mr. C. E. Joxgs, C.8.I., C.I.E., 1.C.S., Finance Secretary.

External Affairs 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 perhaps be desirable in the case of inter-departmental adjustments to fix a
certain date by which, if the debit was not received, the funds earmarked for it
should be surrendered. It was, however, pointed out that as funds had to be
gurrendered by the 15th .of March and inter-departmental a,d]ustments could be
carried out till the close of the March final accounts which was fairly late in the
subsequent financial year, this procedure would not be of use in avoiding savings
- against final appropriation.
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" The facts of the large excess in “column 4 under sub-head C. 6(6) were that

settlement operations were going on concurrently in the Tribal Areas as well as
irr the Settled Districts. The combined debit raised for these operdtions: by the
Survey Department were accepted by mistake by the Provincial Government
and had later to be adjusted to 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 Rs. 30 lakhs. It
was explained that, owing to war situation during the period under review, it was
considered desirable to provide large sums of money on the Frontier in order to
prevent any trouble on the border. The scale of previous contributions was
considered insufficient and the sum granted to the Fund was therefore raised
“to’Rs. 25 lakhs, the remaining 5 lakhs being a credit received from the Afghan
Government.

91. External Affairs. —With reference to sub-head 1.7(2).—'‘Payment to the
Crown Representative for training of Political Service Probationers’, it was
explained #hat political probationers were trained by the Political Department
but that as the cadre of the External Affairs 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 explained as being due to a decrease in the contribution made by Indie to
the British Library of Informatiqn, New York. The contribution was made as
the Library provided information about India and it had been reduced -during
the year from £450 to $2,200.

92. Baluchistan.—It was explained that the net profit from the sale of
ephedra had decreased compared to the previous year in spite of an increage in
the quantity sold owing to a decrease in sale price.

The modification in sub-head A.1(1).—Major Works of Account III. —Civil
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 that
provided in the original estimates. The Government of India therefore enquired
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 and
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-
'ments of the Central Government which are responsible for the reconstruction
of that town, viz., the External Affairs Department and War Department. = The
Committee agreed that, in view of the reasons explained, it was not necessary
to pursue the suggestion they had made last year.

Defence Department (Civil Defenoe)

94. Grant No. 15A.—Civil Defence Department.—There 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
posgible to prepare accurate estimates. The Committee agreed to recommend‘
the regularisation of the excess by a vote of the Assembly.

85. It was explained that the present arrangements with regard to the finan-
cing of Civil Defence expenditure (which term covered principally A® R. P..
measures) was that all expenditure incurred on or after the 1st July 1941 on
these measures was pooled. The pool was divided betw&@n the Central and
Provincial Governments, the principle of division being that certain slabs were
fixed, the amounts of which varied from province to province according to the
circumstances of each. The first slab was borne entirely by the Provimcial Gov-
ernments; the second was shared half and half between the Centre and the
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Provinces, of thé third, the Central Government ‘bore 75 per cent while. all
expendlture in excess of the third was divided between the Centre®and the Pro-
vinces in the proportion of §74: 12}. Tha Provincial Governments had full discre-
tion to incur éxpenditure on poolable items without prior reference to .the Gov-
ernment of India but they were required to submit a monthly statement of all
new schemes and variations in existing schemes sanctioned by them. It was
only on réceipt of the Government of India’s approval that the expenditure
involved was included m the pool.

96. With reference to the savings and excesses in sub-heads J. 2 and J.8 of
Grant No. 64.—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.

Supply Department.

97. Gtant No. 51.—Indian Stores Department. —It was “explained that on
the outbreak of the war the Indian Stores Department, which was the Civil
purchasing agency, and the Contracts Directorate, which was the military pur-
chasing agency, were both put under the Supply Department, and from the 1st
of August 1941 both these organisations 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 procurement. 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 matter of procurement and inspection of Stores.

~ 98. With reference to outstanding recommendation No. 24, the Committee
were furnished with a statement (Appendix VIII) showmg the -sanctioned
strength of gazetted officers in the Contracts Directorate on various dates.

Legislative Assembly Department.

99. Grant No. 14.—Legislative Assembly and Legzslatwe Assembly Deparg-
ment.—The modification in sub-head C.—Charges in England, was explained as -
being due to the fact that since the outbreak of the war and the interruption of
-and delay in communications involved, books and publications were now in-
creasingly being purchased in India instead of in England.

100. It was explained that the contributions mentioned in sub-head G.8 of
Grant No. 64.—Miscellaneous, for which the Legislative Assembly Department
was responsible, were contributions made to the Empire Parliamentary Associa-
tion, Uniied Kingdom Branch. -

Food Department.

101. With reference to head’ R.—Expenditure in connection 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 Majesty's Govern-
ment 20,000 tons of sugar for supply to troops in the Middle East. It was further
explained that at that time conditions were such that the Sugar Industry was'

pressing for outlets for exports.
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. Departmem: of Industries and Civil Supplies.

102 Grant No. ‘46.—Industries.——1t was explained that the grants ?or the
development of the Handloorh Industry and for the development of the: Sericul-
tural and Woollen Industries-in British India (sub-heads B. and C. of this Granﬁ)
were given to various Provincial Governments who administered them.

There was an excess in the voted portion of this Grant of Rs. 19,280, the
reason being the unexpected payment:of 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 Committee agreed

to recommend the regulansatxon of this excess by a vote of the Legislative
Assembly,

Proceedings of the Tenth meeting of the Public Accounts held on Tuesday the
2nd November 1948 at 10-30 a.m.

PRESENT :

The Hon’ble Sir JEREMY Ra1sMaN, K.C.S.1., C.I1.E., I1.C.S., Finance Member,
Chairman.

Maulvi MoraAMMAD ABDUL GHANI, . b

Mr. MoBHAMED AZHAR ALl

Bir Syed Raza Au, C.B.E,, '

Pandit L. K. MAITRA, ‘ .

Mr. H. M. ABDULLAH, > Members.

Kunwar Hajee IsmMaieL Ar1 Kuaan, O.B.E,, .
8ir R. D. Davar, C.1.LE.,
Khan Bahadur Sheikh Fazr-1:Huq PirAcHA. J

Sir Jor~ Sueeny, C.S.1., 1.C.S.; Member Central B
Board of Revenue.

Mr. K. K. CHETTUR, Flrst Secretary, Central Board of
Revenue. -

Mr. C. M. Trivepi, CSI C.I.LE, O0.B.E., 1.C.8,,

~ Secretary, War Departmenb

Mr. Macworra Youxe, Joint Secretary, War Depart- > Witnesses.
ment. : '

Mr. C. Macl. G. Oevig, C.S8.1., C.B.E., 1.C.S,, *
Secretary, Defence Department.

Sir Jorxy TaorNE, K.C.I.E., C.8.1., 1.C.8., Secretary

_ to the Governor General (Public). '

Rao Bahadur V. P. Mexo~, C.I.LE., Reforms Commis-

. sioner. . J

Sir CaMerox BabexocH, C.8.1., C.I1.LE., I.C.8., Auditor General.

Mr. S. C. Gbpm, Directer of Audit, Defence Services.
Mr. RauNaq Larn, Assistant Accountant General, Central Revenues.
. The Hon’ble Mr. C. E. Joxes, C.8.1., C.I.LE., 1.C.S., Finance Secretary.

Central Board of Revenue.

103. Grant No. 1—Customs.—With reference to sub-head A. 8.—Overtime
and Holiday Allowances, a member suggested that, in view of the fact thas
Government servants in all other Departments worked on holidays and beyond
office hours without 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. . It was explained that the case of these Customs officials
was not analogous to ‘clerical Government servants. Payments for overtime
were made in many other Government-Departments, such as Posts and Tele-
graphs, the Railways, the Mints and the Printing Presses and in fact everywhere
where conditions of work approximated to those of industrial concerns. This
system of overtime allowances had often engaged the attention of the Publie
Acoounts Committee and had also often been reviewed by the Central Board of
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Revenue. _The conclusion arrived at wab that the system was economicak and
seaured willing service at inconvenient times. ,If it was dome away with, the
alternative would be to raise the substantive salaries of the staff as well as to
employ more staff, and this would nd doubt result in. much greater expense to

Government. The Committee agreed "that no alteration in the system was at

present necessary.
' &

The -(‘on_lmittee then .went on to examine the pro forma aecount of receipts
;md expe’nd.lture.relating t0 overtime and holidays allowances and observed that
the year’s wgrklng had resulted in a substantial surplus. They were also in-
formed ?hatr in July 1942, Government had decided not to recc;ver. the penalty
fees, which uged to be levied for working eargoes on Sundays and Closed Holidays
for the duration of the war, the reason being that it was considered necessary
to encourage rather than penalise the rapid turn-round of ghips during war time.

~ The full facts of the case reported.in‘note 4(b) of the notes below the Appro-
priation’ Accounts were given to the Committee. Since 1940 some firms in
Calcutta had been evading Customs duty by misdeclaring good quality raw jute
as jute cuttings and the subordinate executive staff had failed to detect this
malpractice owing to the non-observance of rules; a contributory factor being the
absence of a clear definition of jute cuttings. No collusion had been proved.
Disciplinary action had been taken, as a result of which one Superintendent had
been retired and the promotion of two Deputy Superintendents stopped. The
firms concerned were prosecuted and in two cases prosecution against them was
compounded on payment of Ré. 50,000. The rules now provided a clear defini-
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.
The total loss during the period the fraud had continued was estimated to have
been about Rupees one lakh. The Committee expressed themselves as batisfied
at the remedial action taken. ° ,

104. Grant No. 2.—Central Excise Duties.—With reference to noté 3 of the
notes under the Appropriation Accounts, it was explained that the payment of
the net proceeds of the Excise duty orf 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 been discovered, budget provision was made under
the appropriate head in the next year.

105. Grant No. 3.—Taxes on Income, fncludirzg Corporation Tax.—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 from this source.

106. Grant No. 4.—Salt.—After going through the Appropriatiocn Accounts
the Committee reviewed the Commercial- Accounts of salt manufacture, ete., in -
the Commercial Appendix. It was explained that the policy of Government
was not to make any profit on the manufacture of salt but to sell salt at cosb. .
Owing to the time lag in the revision of selling rates and to a reduction in 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.

107. Grant No. 5.—Opium.—There was a large saving in this grant which
was explained 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 Compnittee were assured, however, that the Board
maintained a considerable and well 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 attention at present was the storage of opium in vats of small
dimensions. The price policy with mgar@ to opium was to sell at cost to "Pro-
vincial Governments but'at a profit to outsiders such as the United Kingdom
and the United States ol America which, in recent years, had been large pur-
chasers of opium. ¢ -

108. Grant No. 6.—Provincial Exzcises.—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 not
aware.

War Department.

109 Ecclesiastical.—It was explained that the structure of this appropriation
was now such that all Ecclesiastical expenditure wherevetr incurred excluding
pensionary charges, was brought. together and shown in this appropriation which
also showed the recoveries made Jrom 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 expendlture was to be
subjected to a lump-sum limit of Rs. 42 lakhs, excluding pensionary charges.
As ‘that section, however, was not yet in force, it was not necessary for there
to be any Audit certificate showing that Ecclesiastical expenditure had in fact
been kept below this limit.

Defence Department.

110. The Committee were presented with a 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.

1N1. 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 first meeting of the Military Accounts Committee held on
Friday the 22nd Octobes, 1943 at 10-30 a.m.
PRESENT:
The Hon’ble Sir Jeremy Raisman, K.C.S.I., C.1.E., 1.C.S., Finance Member,
Chairman.

Maulvi MorEAMMAD ABDUL GHANI, :
Pandit L.. K. MArTea, *
Kunwar Hajee Iswargr, Aur Kaan, 0.B.E., Members.
The Hon’ble Mr. C. E. Jones, C.S.1, CIE ICS ’

. Mr. C. M. Trrvenr, C.S.1.. C.I.LE,, O.B.E,, I.C.8., )
Sécretary, War Department.
Mr. E. T. Coates, C.8.1., C.I.E., 1.C.8:, Financial
- Adviser, Military Fmanoe
Mr. M. R. Cosury, C.I.E., O.B.E., Additional
Financial Adv1ser, Mlhtary Finance. .
- Major General H. E. Roome, C.I.LE., M.C., Engineer- > Witnesses.
. in-Chief, General Headquarters
Mr. J. Parlby, C.I1.LE.,, O.B.E., Military Accountant

General.
Mr. A. SuBraEMANYAM, M.B.E., Deputy Financial .
Adviser, Military Finance. J

Sir CameroN Bapexocs, C.8.1., C.I.E., T1.C.S., Auditor General of India.
Mr. 8. C. Guera, Director of Audlt Defence Services.
Mr. V. D. Dantvaci, Additional Director of Audit, Deferfce Services.
The Committee started its proceedings by considering the statement of out-
‘standing recommendations: — .
Item 27.—A memorandum (Appendix X) was presented to the Committee,
explaining the facts of the frauds practxsed iR connection with the purchase

L ¥



o ! 41, "

ofstores for the Royal Indian Navy in 1989. It was reported that the con-
tractor involved, the clerk to the contragtor ahd the officer concerned were
criminglly prosecuted but were acqbit§ed by the Chief Presidency Magistrate.
Bombay, and that Government after having taken corpetent legal advice did
. not consider it advisable to take the case in review to the High Court. The
question of taking departmental action against certain other Government bfficials
was not ‘being pursued.” It was pointed out that under the Home Depart-
ment instructions issued in 1935 and printed as Appendix VIII 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
ss departmental action against military officers could only be taken by Court
Martial which was in itself in the nature of judicial proceeding, and that it would
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
under 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 and deterrent
effect which amply justified the:expenditure of time and money involved.

~ Item 28.—A memorandum (Appendix XI) showing the action taken and thé

effect of such action on ensuring the proper maintenance of stores accounts in
the Navy, was furnished. to the Committee. The Committee did not regard
the position as altogether -satisfactory in that, although the old accounts were
being cleared up, new accounts were not being sent in in time. There were at
present 126 stores accounts outstanding, 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 Navy were 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 standard Schedule of rates
and that, therefore, the action taken in suspending further work on this compila-
tion was correct. '

-

Item 31.-—It was stated that necessary orders had been ‘issued in pursuance
of the Committee’s recommendation that great care should be exercised before
an exceptionally short time limit for the construction of a work was®included
as a condition of a contract and that whenever a time limit was so included, a
penalty clause should invariably be introduced and enforced for the non-comple-
tion of the work within the prescribed time.

. Item 82.—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 contracts for such works in anticipation of administrative approval on

unds of urgency had been resorted to much more freely than was ever
intended by Government. Orders had consequently been 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 33.—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 responsibility for their' custody.
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2. The Committee then went on to consider the Financial Adviser’s Review
"on the Appropriatiop Accounts of the Defence Services for the year 1941-42.
The excess of Rs. 19,88 lakhs over the budget was explained as being due to
the fact that developmemts in the war éituation, particularly in tpe' Yar East,
had made it necessary to retain in India for her own purposes far largei forces
than had been anticipated and allowed for at the time of framing the budget
and had required the putting into force of a number of costly measures designed
0 meet the new threats to India’s security owing to the Japanese advance.

3. In connection with Lease-Lend Accounts, it was stated that after a long
period of experimentation an accounting system had now been devised and put
into force for the sceounting 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 transactions under Lease-Lend and ofiher
difficulties such as insufficient documentation and the non-arrival or late-arrival

of documents connected with those stores. . X
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 might have occurred in the case of stares en route to or lying at the depots
owing to pilfering and damage by exposure. The Committee observed that the
certificate of the Military Accountant-General contained reservations in regard
to stores and stated that in several cases, involving substantial values, consignees
of the Defence Department’s stores had not in practice linked the goods actually
received by them with the particular consignments notified as having been
despatched to them, that in other cases sfores accounts were very incomplete
. and that, therefore, he had not been able to satisfy himself that such consign-
ments 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 unpreparednegs for war. The
quantity of ordnance stores held by the Defence Services was now no less than
23 times that ordinarily held in peace time. The main difficulty in the way
of the expansion of the Stores Organisation was the difficult¥ 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' matter was discussed last year,
had been met with in Great Britain and also, to even a greater extent, in the
Middle East. Conditiors in this respect had unfortunately steadily deteriorated
and were worse in 1942-43 than they were in the year under report.

- ° 4

The Financial Adviser, Military Finance, was, however, fully, alive to the
gravity of the situation and General-Headquarters had, at his instance, recently
taken steps, which were already having a beneficial ‘effect, to recover complete
control over the Stores Organisation. Such steps were firstly, the appointment
of an expert ad hoc committee to examine the administration of arsenals and
ordnance depots and to make recommendations for their improvement; secondly,
the appointment of three touring teams of officers, one each for Medical,
'Engineering and Ordnance Stores, who visited depots, reported on the'r condi-
tion and made suggestions for improving them; thirdly, the muking cf 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 Ordrance
Branch, who devised and enforced accounting arrangements for stores depots;
fifthly, the appointment of a Planning Committee to.devise means for control
over the accounting, receipt and issue of stores; and. finally, constant pressure
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 system of control now devised was practically perfect on paper and if
was hoped that it would work well also in practice.

H
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+ 5. Works Expenditure.—The Committee were satisfied with the orders issued
in spursuance of their recommendation No. 26 that the, {ontrollers of Military
- Accounts should report on cases of Wbandonment of, work before completion. to
the M1htary Finance Department, as they occurrecf, in order that- the latter
*could exercise a check on whether works had been started or abandoned without

proper_consideration.

6® The Committee observed that there had been numerous 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 skﬂledy technicians and superviséry 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
shortage and the insufficient supervision over works were reflected in the still
further reduction of the percentage of ‘Establishment Charges’ to “Works Expen-
diture’ for the year under review, .to 4-39 against 6-76 for 1940-41 which per-
centage itself the Committee had feared was too low. The Committee felt that
this shortage of personnel which; owing to the enormous and world-wide demand
for it, could only be partlally 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 Appropriation Accounts
and proceeded to examine Appendices A, B.I, B.II, B.III and B.IV to the
Appropriation Accounts, which contained statements of losses of cash, over-
payment»s. losses of stores, etc., etc., written-off during the year. The items’
entered in these statements were very small, but it was explained that thess
losses were only those which had .entered the Government account and hidd
then had to be written-off. The inain losses which, it was feared, were large,
were those which owing to the partial breakdown of store accounting were never
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 the present state of this organisa-
tion which, it is understood. had been considerably expanded, should be sub-
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 Military Engineer Services. It had the benefit
this yea? of being able to examine the Engineer-in-Chief who expiained that
contracts were given out either by open competitive tender, by single tender or
by negotiations. The general rule was to invite contracts by oper tender; but
the single tender was employed for works which required specmhsed skill-
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 the Southern Army and the majority
of cases of such contracts occurred during the crisis following on the bomb-
ing of Madras. In the conditions then prevalent, contracts had of necessity
to be given to those contractors who happened to hold stocks and it was quite
1mp0581b1e 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.

Tt was explained that all major projects, i.e., projects costnnrr over Rs. one
lakh were considered by a Committee at General- Headquarters called ‘“The
War Projects, Co-ordination and Administration Committee’’, of which the
Engineer-in-Chief was a mémber. : Only the works considered essentlal by that
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" Committee were sanctioned, and.if any work was required to be undertaken wi.th
an urgency that would«materially increase its cost, the Engineer-in-Chief " in-
variably pointed out the disadvantages of allowing & longer period for the construc- .
tion. If a lower formation, in spite of the orders withdrawing the delegation
of powers to them sanctioned a construction on the grouhds of urgency, the
case was fully reviewed at the Headquarters and necessary action taken if ib
was found that the discretion had been abused. The Engineer-in-Chiel wgg of
the opinicn that, with the greater experience gained, there was now fairly good

: centralised control over the sanction and execution of works.

9. The Engineer-in-Chief stated that the internal check agency consisted

of (1) a small cadre of Burveyors of Work who combined the rates and forms

. of contract in a percentage of cases, (2) the Chief Technical Examiner attached
to the Quartermaster-General's Branch who conducted a further test check and

{8) two touring officers whose duty was to examine the quality of work, contract

rates etc. and to take remiedial action wherever possible. Thé Committee was

of the view that it might be advantageous to centralise information at Head-

. quarters as to the rates paid throughout the country for various kinds of work,
so that by reviewing these different rates it could be discovered if there was any

extravagance anywhere, and desired this suggestion to be examined by the War
Department. ‘ ‘

10. The Engineer-in-Chief explained at length the facts of the case reported
in paragriph 16 of the Audit Report, in which it was stated that the bills of
quantities had been returned to the contractors who had destroyed them and
that, therefore, it had not been possible for Audit to exercise any check at alk.
He stated that the original contracts were given on the single tender system .
to firms of outstanding repute and that the contracts did not have any term with
regard to bills of quantities which were never prepared. When the contract was
extended—and the extension was really a separate contract altogether for the
construction of entirely, separate buildings—the contractors prepared rough
statements showing the rates on which the previous lump sum contracts were
based and the quantities involved, which were returned to them after check
by the Engineering Authorities. = The Auditor-General and the Committee
accepted the explanation of the case given by the Engineer-in-Chief but sug-
gested that whenever there was material available on the basis of which a contract
could be checked, it should, whether in the form of bills of quantities or other-

wise, be conserved. Tt was-stated that instructions had already been issued to:
this effect. -

.« '11. With regard to the practice mentioned in paragraph 14 of the Financial
Adviser’s Review, of eommencing works on the verbal understanding that
lump-sum prices would be settled by negotiation after the.completion of the work,
the Committee were inclined to consider it as a method which undoubtedly led
to extravagance. The Engineer-in-Chief stated that works were started in this
manner only in the most exceptional cases and that this method was resorted
to only when all the factors relevant to the work were not known. As an
example he cited the case of construction of piles in a river without adequate
survey which the urgency of the work did not permit of being undertaken, and
stated that if the contractor were reguired to enter into a contract before starting
the work, he would undoubtedly tender on the basis of all the unknown factors
being against him and the work would certainly cost Government more than
under the system now prevalent. The Committee agreed that, provided this
method was adopted only in the most exceptional cases and provided further
that the prior concurrence of the Financial Authorities before the commencemen$
of work of this kind was obtained, they would not object to its continuance.
They were, however, firmly opposed to any extension of this method of giving
out work to cases in which all the factors of the situation were known.
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Proceedings q! the second meeting of the ﬁllita.ry Accounts Commitiee held on
Saturday, the 23rd October 1943 at 10-30 a.m,

* PRESENT

The Hon'ble Sir JEREMY RAISMAN K.C:S. I C.1.E, 1.C. S Finance Member,
i Chairman.

Maulvi MoEAMMAD ABDUL GHANI,®

Pandit L. K. MAITRA,

Kunwar Hajee 1sMaleL ALi Knaan, O.B.E., Members.

The Hon’ble Mr. C. E. Joxes, CSI CIE I.C.S.

Mr. C. M. Trarvenr, C.8.1., C.I.E., OBE I.C.8., ~
Secretary, War Department
Mr. A. A. Waues, C.8.1., C.1.E,, 1.C.8., Secretary,
Supply Department.
Mr. E. T. CoarEs, C.8.1., C.I.LE., 1.C.S., Financial
Adviser, Military Fmance \
Mr. M. R. Cos®rny, C.LLE.,, O.B. E Additional \ Witnesses. .
~ Financial Adviser, Military Finance.
Mr. R. 8. Symons, I.C.S., Additional Financial
Adviser, Supply Finance.
Mr. J. Parlby, C.1.LE., O.B.E., Military Accountant
~ General.
"Mr. A. SusraHMANYAM, M.B.E., Deputy Financial
Adviser, Military, Finance.

' Sir CamMErOoN Bapenocs, C.S.1., C.I.LE., 1.C.8., Auditor General
Mr. S. C. Gupta, Director of Audlt Defence bervxces
Mr. V. D. DANTYAGI Additional Director of Audit, Defence Services. .
Mr. RaM GoraL, Chief Controller of Supply Accounts.

12. The Committee read with great interest the memorandum (Appendix
X11) furnished to it, describing the measures taken by the Supply Department
to meet the growing demand for the procurement of war supplies. It was stated,
that Government now had adequate legal powers to compel Industry to disclose
its costs in order to enable them to fix prices on the basis of costs, and cases
such as those described in paragraph 37 of the Audit Report, in Whlch the com-
panies had not agreed to—and GovernmeAt 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 expedlency that contracts were sometimes
entered into without full costing as, in the last resort, the sanction behind
Government’s demand for the disclosure of costs 'Was its readiness to take
over amd run the Industry, to do which the.Governmental organisation was
not fitted. L e .

It was stated, however, that relations between Government and Industry -
were getting 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-operatlon rather
than of antagonism and the companies’ auditors, who had generally to be relied
upon in the lnvestlgataon of costs, had displayed a full sense of public responsibi-
lity and had given unrestricted co-operation to Government, and the Audltor
General was satisfied that the system was at present working successfull
answer to a question it was stated that the number of Cost Accountants ?n the
Supply Department was now 17 but that more staff was being continually

recruited. ) ‘

18.. With regard to the goods supplxed by Cottaoe Industries. it was explained
that the fixation of their prices was dependant largely on the recommnrendations
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 was, in any case, an upper limit to these rates
because the Supply Department. was not prépared to pay prices substantially
in excess of those for ‘Wwhich the articles suppiied by Cottage Lndustries cquld
be supplied by organized* large-scale Industry. i :

14. With regard to the outright confribution which had sometimes -been
made to certain firms, it was explained that the$contribution 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 a
first refusal of the building after 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 which no proprietary rights were retained either in the plant or machiney
or in the buildings, were exceptions due to certain special causes. Whenever
- & 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 became 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 capital in assets which would give them a
return only for. a very limited period of time. Generally speaking, if the com-
pany had 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 Government
had ultimately to agree to market prices over a fixed-period of time being the
* basis of the determination of prices. From the information available to Govern-
ment now which, however, was not complete, it appeared that the average
profit on 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 over 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 profite 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 replacements
of machinery after the war. - o
~ 16. The Committee then went on to examine the Note (Appendix XIII)
regarding purchase arrangemerfts for jute goods, furnished by the Supply Depart-
ment in pursuance of the outstanding recommendation No. 23. They express
-themselves as satisfied .at the 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.

17. The Committee observed with interest the fact that a refund of no less
" than Rs. 27 lakhs was obtained during the year under review from an indusfry
owing to the revision of prices brought about by the activities of Cost Accountants.,

18. The Committee then went on to, consider the question of allocation of
Defence expenditure between His Majesty’s Government and Indian Revenues,
a matter which had received considerable aftention in the Legislative Assembly
in tie last Budget Session. The Additional Financial Adviser, Military Finance
and the Additional Director of Audit, Defence Services, explained that methods
according to which allocations were made, had been explained to the Committee
in the Financial Adviser’s Reéview of the Appropriation Accounts for 1989-40 and
1940-41. The actual procedure followed in the classification of new measures
into the categories ‘‘India’’, “H. M. G.”” and “‘Joint’’, was that there was a
weekly meeting between the Additional Financial Adviser and the Director of
Audit, Defenee Services, at which all new measures sanctioned were reviewed
and the categorisation decided upon. In cases of dispute the matter was re-
ferred to the Auditor-General. The actual allocation of-expenditure based on
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. these classifications was carried out partly by direct accounting at the time
the ‘expenditure was incurred and partly (where such direct, accounting was not
convénient or possible) at the end of the year in the office of the Financial
Adviser, 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. The Auditor-General stated that he and
'his officers 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 in accordance
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
allocations.

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 per cent advance payment
in present conditions whatever may have been.the justification for the issue of

these orders at the time they were passed on account of the dislocation in trans-
" 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 Departmient should consider whether
it would not Be advisable to revert to the previous system of 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.

-

Proceedings of the third meeting of the Military Accounts Commuttee held on
Tuesday, the 2nd November 1943. .

PRESENT:

The Hon'ble Sir JErRemMy Rarsman, K.C.S.1., C.1.LE., 1.C.S., Finance Member,
' Chasrman.

Maulvi MomaMMAD ABDUL GHANI,
Pandit L. K. MAITRa,

Kunwar Hajee IsmaieL AL Kuan, O.B.E., Members. .
The Hon’ble Mr. C. E. Joxgs, C.S.1., C.I.LE., I.C.S.

Major General J. N. Tromson, D.S.0., M.C., A.D.C. Witnoss.

Deputy Master General of Ordnance . . . . .. . .. Hness.
Sir CaMeroN BapenocH, C.5.1., C.1.E., I.C.S., Auditor General.
Mr. S. C. Guperta, Director of Audit, Defence Services. '

The Committee read with interest the note (Appendix XIV) presented to it
on the Salvage Organisation in the War Department. It was stated that this
organisation had been handicapped in its work by difficulties of .transport, but
that the position in this regard was now better. The Military Sdlvage Organisa-
, tion 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 serviceable condition had been recovered from salvage, it was stated that
though theoretically this should never happen, in the conditions tha$ prevailed
in the operational areas it was impossible for serviceable articles never to get
mixed up with unserviceable articles and be thrown away as useless.
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53
APPENDIX I. .

Statement comparmg Ezpenditure with Grénts Jor 194]-42.
* Expenditure as com

. . with Grant
Final Grant or Appropriation.
Number and nams of Grant or or Expenditure. - A ~
Appropriation. Apprepriation. :
Less tt;hdan More than
1 2 3 4 5
. Rs. Rs. Rs. Rs.
PART I.—CIVIL. .
A.—EXPENDITURE CHARGED TO )
Revenve.
1. Customs:
‘ Non-voted 7,99,000 7,63,667 45,333
Voted . 84,22,000  £3,61,419 60,581
Central Excise Duties : o
Non-voted . . 68,17,840 68,17,994 .o 15¢
Voted . . - 10,85,000 10,39,250 - 45,750
8. Taxes on Income including Corpom- .
tion Tax : ’ .
Non-voted 1,46,548 = 1,46,336 212
Voted . 82,63,000 81,561,564 1,11,436
4. Salt:
Non-voted . 44,56,145 44,562,463 3,682
Voted . - 53,37,000  51,73,624 1,863,376
5. Opium :
Non-voted 1,44,400 1,44,903 .. 503
Voted . 25,66,000  22,17,946 3,38,054
6. Provincial Excise :
Non-voted 30,401 30,391 10
Voted . 4,09,000 3,16,412 ~92,588
7. Stamps: ' o
Non-voted 2,16,000 2,28,102 _— 12,102
Voted . 32,14,000 30,08,571 2,05,429 ..
8. Forest : )
Non-voted 2,91,850 2,83,606 3,244
Voted . 6,86,000 8,33,930 52,070
9. Irrigation, (mcludmg Workmg Ex-
penses) Navigation, Embankment
and Drainage Works :
. Non-voted - 10,75,926 10,83,287 .. 7,361
Voted . 2,11,000 1,95,002 15,998 ..
11. Interest on Debt and Other Oblxga
tions and Reduction or Avoidance
of Debt :
: Non-voted . . 8,32,54,400 8,67,31,886 .. 34,77,486
Voted . . 84,24,000 73,04,890  11,19,110 ..
12. Executive Council :
Non-voted §,93,467 6,01,831 . 8,364
Voted . 1,765,000 1,890,088 .o 14,088- .
13.' Council of State . 1,39,000 - 95,8566 43,144 .
14. Legislative Assembly and Legxsla )
tive Assembly Department :
Non-voted 51,400 © 51,092 308
Voted . 8,11,000 6,21,606 1,89,495
16. Home Department :
Non-voted 22,84,216  23,60,729 23,481 .-
Voted . 11,74,000  11,98,647 . 24,647
15-A.—Civil Defence Department *
Non-voted ~ 63,600 74,370 - 10,870
Voted . 72,000 84,061 12,081
lB-Bé-Depcrhnmt of Information-and ,
Non-voted . . 32,800 31,910 890 .
Voted . . . 1,563,000 1,42,617 10,383 .
ative rtment :
Leg:sl DepaNon-ooted . . 1,87,200 1,86,709. 491 .
Voted . 5;39,(»0 5,05,194 33,806 .
17. Dopartment of Education, Health :
. ‘
Non- voted' . . 2,15,335 2,10,660 4,675 .
Voted . . 5,71,000 5,865,178 8,822 .



. 2 3 4 5
PART I —O{VH‘ Rs. Rs. Rs. *Rs.
A.—EXPENDITURE CHABGED TO .- : .-
REVENUE —consd.
17 A.—Department of Indians Overseas : :
Non-voted . . ,821 38,854 1,367 .
Voted . . . - 39,000 42,018 . 3,018
18. Finance Department :
'Non-voted 21,36,064 21,48,852 12,788
Voted . 5,12,000 5,12,225 225
19. Commerce Department : :
Non-voted . 3,81,098 3,78,589 2,509 .
Voted . 8,19,000 7,87,2563 31,747 .
20. Department of Labour : - ,
Non-voted 1,89,254 -1,90,049 .. 795
Voted . 5,156,000 5,10,634 4,466 g
21. Department of Communications :
Non-voted . 1,37,021 1,13,313. 23,708 .e
Voted . 2,056,000 1,865,858 39,142 s
22. Central Board of Revenne : .
Non-voted . . 2,08,834 2,06,922 1,912 .o
Voted . . 5,60,000 5,568,209 1,701 .
23. India Office and High Comm:mxoner s
Establishm .nt Charges :
Non-voted 21,94,000 21,74,201 19,799 .o
Voted . . 18,51,000 18,43,903 = 7,007 - .o
24. lgeparqunts yments to Other Goveu'nmeuf ttlf’e
, etc., on account o -
~administration of ‘Agency subjects
and management of Treasunes 1,11,000 1,10,919 81 «e
25. Audlt :
~Non-voted 6,98,800 6,90,897 7,903 .o
Voted . 90,37,000  86,05,579 4,31,42) .
26. Administration of Justice :
Non-voted . 2,79,817 2,78,747 1,070 .o
Voted . . 63,000 62,680 420 .
2%. Police : . :
Non-voted 1,000 1,243 243
) Voted . 36,20,000  36,62,154 42,184
28. Ports and Pil : g o
Non-voted 9,13,500 9,07,806 5,694 .
29 Voted . . 14,91,000 14,73,234 17,766 .
. Lighthouses and Lightships :
Non-veted . 10,000 10,076 . 76
: - Voted . 8,14,000 8,07,601 6,490 .
30. Survey of India : )
. : Non-voted . 4,62,700 4,40,812 21,888 .
Voted . - . 15,83,000 156,09,246 73,754 .
. 81. Botamcal Burvey : .
Non-voted . . 18,000 18,195 .. 195
Voted . . . 58,000 45,088 10,912 .
32 Zoologxci] Sarvey :
Non-voted 51,000 50,649 as1 .
« Voted . 1,20,000 1,17,620 2,380 .
. 33. Geologlcal Survey : ,
Non-voted . . 1,69,250 1,567,461 11,789 .
- Voted . . . 3,569,000 3,67414 1,688 .
34. Mines : =
Non-voted . 1,04,180 1,04,426 .. 246
. Voted . . 1,50,000 1,45,214 4,786
35. Archmology :
Non-voted . R 65,528 65,256 272 .-
Voted . . . 11,867,000 11,52,711 14,289 .
86. Meteorology :
Non-voted . . . 96,435 96,086 349 .
Voted . . 22,27,000 22,22,648 4,352 .
37. Other Scientific Depart.menta :
3,63,000 3,51,585 1,415 ve
38. Education : :
Non-voted . . 240 240 ~ e o
Voted .. . . 7,11,600 7,11,240 . 240
39. Med:cal Services : v
Non-voted . . 2,09,057 2,10099 - 1,042
Voted . . . 8,02,000 7,00,028 1,01,972 .o
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' PART I CIVIL—contd. . BRs Rs. *° Rs. Rs.
A.—EXpPENPDITURE OHARGED TO .
, REVENUE—conid.
+ 40. Public Health : _
Non-voted . . Y,96,211 1,89,502 6,709 e -
. . Voted . . . 11,80,000 11 69 183 10,817 ..
41. Agriculture :
‘Non-voted . . 8,16,600 8,561,912 .. 35,412
Voted . - . 29,30,000  29,15,993 14,007 ee
42 Imperml Cou.ncﬂ of Agricultural :
Non-voted . . 1$,53,866 15,53,691 275 .-
Voted . . .- 2,29,000 2,15,188 13,812 :
43. Agricultural Marketmg ' : g .
Non-voted . . 22,100 22,283 .- 183 -
- Voted . 4,97,800 4,36,864 60,136 .
Imreml Institute of Sugar "Tech- C ‘
1,000 ce 1,000
45. Civi‘l Veterinary Services : '
Non-voted . . 26,000 25,496 504 .
_ Voted . . . 8,61,000 8,31,661 29,339 ..
48. Industrics : o ' -
o Non-voted . . 300 339 .. 39
Voted . . 9,168,000 9,35,280 .. - 19,280
47. Scientific and Industrial Research :
) 10,54,000 9,40,323 1,13,677 ..
48. Aviation : 1,02,62,000  90,09,365 12,562,635 .-
49. Broadcasting : ‘
-Non-vated . . 19,824 19,679 . 145 ..
Voted . . . 49,85,000  50,21,265 -e 7 36,265
_ 50. Capital Outlay on Bmadcastmg ' : -
Charged to Revenue - . 1,000 .. 1,000
51. Indmn Stores Department :
Non-voted . . 2,100 2,436 . .. 336
Voted . . . 16,53,000 4,55,956 11,97,045 e
52. Emigration—Internal . . . 25,000 23,942 - 1,058
_ 53. Emigration—External : -
Non-voted . . 1,56,300 1,72,483 .. 16,183
Voted . 1,72,000 1,63,606 8,394 - -
54. Commercial Intelligence and Sta- -
tistios :
Non-voted . . 67,000 68,258 .. 1,258
Voted . . . 8,27,000 7,82,481 44,639 .-
55. Census: .
Non-voted . . 1,70,543 1,69,286 1,257
Voted . . . 5,866,000 560,083 5,917
56. Joint 8tock Companies :
. 1,70,000 1,59,748 10,252
57. Miscellaneous Departments : . .
Non-voted . : 22,936 25,916 . 2,980
Voted . .- . " 8,12,000 * 7,89,6563 22,347
58. Currency : Non-toted . 2,20,300 2,03,787 16,513
- Voted . . . 45,568,000 43,23,407 2,34,693 cor
59. Mint : Non-voted .. . 1,19,465 1,18,867 . 598 .
. Voted . . . 83,12,000 76,565,841 6,56,159 ..
60, Civil Works: " .
- Non voted . . 25,67,619 25,383,096 29,523 .-
Voted . . . 1,15,33,000 1,05,93,665 9,39,435 ..
61. Central Road Fund . . . 2,07,00,000 2,05,00,000 2,00,000 cee
-62. Superannuation Allowances and .
Pensions .
Non-voted . 1,05,11,000 1,02,72,519 2,38,481 ..
6s. & and ;::ed . . 1,08,05,000 1,04,51,371 3,538,629 o
ta.t.xonery
Non-t:;gted . 71,044 71,021 .23 ..
- Voted . 61,33,000 68,06,892 . 6,73,892
84. Miscellaneous : ’
- ; Non-voted . 2,98,364 2,78,443 19,921
Voted . 78,690,000  76,67,622. 2,01,378

65. Miscellaneous Adjustments between
the Gentml and Provincid Gov-
ernments . . . 1,47,000 . 87,028 59,972 .o



. 1 .2 . 38 4 . 3 .
. b Rs.. Rs. Ra. Rs.
PART I.—CIVIL—obneld. ‘ .
A —EXPENDITURE 'CHABRGED TO
REVENUE--oondld. . ‘
66. Delhi : ‘ \
NOI-M . . 2,31.000 - 2,32,881 e ' ¥® o 1’881
Voted . . . §5,05,000 52,79,430 2,25,870 .o
67. Ajmer Merwara : -
: Non-voted . . 3,822,238 3,21,39¢ 844 .
Voted . . . 20,31,000 19,657,834 73,168 .
68. Panth Piploda . . 13,000 12,993 7 o
69. Andamans and Nicobar Islands :
Non-voted . 1,74,600 1,565,009 18,691 .
Voted . 46,62,000 36,89,464 9,72,646
Staff, Housekold and Alloemacea of tha
Governor General 19,16,006 19,97,537 . 81,581
Secretarial of the Governor General 4,70,762 4,66,476 4,286 - .o .
Federal Public Service Commumm 4,28,071 4,28,297 .. 226
Defence Department . 7,26,700 7,22,839 3,861 ..
Ecclesiastical : . 4,88,705 6,58,960 .. 1,70,255
Payments to Crown Repnmtahve . 1,33,21,299 1,29,76,567 3,44,732 ..
Tribal Areas . 9,54,26,029 2,50,96,392 3,29,637
External Affairs . 79,334,360 78,40,214 94,146
Grants-in-arvd to Provmcml Gowm -
mmts . . . 3,03,00,000 3,03,00,000 . .
. . . 74,60,277 73,30,841 1,29,436 ..
qudment of Supply . 1,23,54,500 1,16,73,072 6,81,428 .e
Miscellaneous Ez'penduw-c eomwdcd
with the War o . . 3,50,63,997 3,46,05,185 4,568,812
National Defence Counoil . 81,744 61,480 20,264 ..
Tonwmetal—-Expendjture charged to "44,14,83,181 43,36,24,379 1,25,27,181 46,068,379
Total . * Non-voted . . 26,26,68,181 26,39,28,767 25,81,923 38,42,509
ota. 'y '
Voted . . 17,88,15,000 16,98,05,612 °  99,45,258 8,25,870
B.—EXPENDITURE CHARGED T0O
CAPITAL.
73. Capital Outlay on V;mgapatam
Harbour . 1,650,000 10,038 1,398,964 .o
74. Delhi Oapxcsl Outlav . 34,31,000 32,96,715 1,34,285 ..
76. Commuted Value of Pensions H
. Non-voted . —9,86,300 - —6,69,674 .. 3,17,226
Voted . - . 1,000 —20,19,312 20,20,312 .o
Total— Expéndimre Cbﬂrged to Capital. 25,95,700 6,18,3656 22,094,561 3,17,228
ot . ( Non-voted . —9,86,300 — 6,69,074 3,17,226
Tota}l . { . .
. { Voted . . 35,82,000 12,87,439 22,984,661
' C.—D18BURSEMENTS OF LOANS AND
ADVANCES. .
76. Interest free Advances . 2,13,19,000 1,90,10,234 23,08,766 .o
77. Loans and Advances bearmg In-
terest . 1,19,08,000 1,36,33,255 12,69,745
Advances to Crown Repreamkdwz for .
’ Mtil to Indian States and Not- 9,75,985 8,76,042 99,923 .o
atilities.
Total—Disbursements of Loans and 3,71,97,965 3,35,19,5631 36,78,434
Advances. ——
* [ Non-voted . 9,75,965 8,76,042 99,923 .
Total .
Voted 3,62,22,000 3,26,43,489 85,78,611
Total—Civil. . . 48,12,76,848 46,77,62,275 1,85,00,176 49,85,608
Total {Non-wted . . ,26,26,67,846 26,41,35,735 26,81,846 41,690,738
Voted . . 21,86.19,000 20,36,26,5640 1,58,18,330 8,25,870
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- N
PART IL—POSTS AND TELE-, Re. Rs. ° . Rs.
. GRAPHS. . Re
A.—-—Exrmnrmnn CHARGED TO REVENUE.
10. Indian Posts and Telegraphs De- * ‘
partment ¢
Non-voted 83,49,400 81,02,473 . 2,46,927 ..
Voted . 11,85,57,000 11,68,29,266 Lo 2,72,265 -
B.—EXPENDITURE . CHARGED TO
Carrracr.
- 70. Capital Outley on Indian Posts
and Telegraphs Department (Out- .
side the Revenue Account): 13,76,000 5,45,826 8,30,174
71, Stores and Workshop—{Qutside
the Revenue Account) . . 40,0Q,000 14,47,918 25,52,082
72. Capital Outlay on Telephone &ro- . '
ject—(Outside the Revenue Ac-
count) financed from Telephone i
Development Fund. . 1,000 . 1,000
Totat-‘-r—laxdpendxture Charged to Capital 63,77,000 19,93,744 33,83,256 .
o
Total—Posts and Telegraphs 13,02,83,400 12,69,25,482  36,30,183 +2,72,265
Total—- Non-voted . . 83,49,400 81,02,473 2,46,927 e
Voted . 12,19,34,000 11,88,23,009  33,83,256 2,72,265
PART HI.—-RAILWAYS.
A.—EXPENDITURE CHARGED TO
"REVENUE.
1. Revenue—Railway Board :
~ Non-voted 5,07,000 5,06,806 194 .
Voted . 11,52000 11,01,857 60,143 .
2. Revenue—Audit :
Non-voted 1,78,000 1,78,312 .. - 312
Voted . 15,03,000 14,34,305 68,695 .
8. Revenue-Miscellaneous Expenduture. ’
Non-veted 17,88,000 17,43,101 44,899 .
oted . 11,00,000 10,77,136 22,864 .
"5. Revenue—-PaymentstoIndmn States '
and Companios. 4,18,85,000 -4,35,37,694 16,562,694 - -
6-A. Revenue—Working  Expenses— .
Maintenance of Structural
Works :
Non-voted . . 16,67,000 16,384,218 .. . 17,21%
Voted . . 11,81,34,000 11,79,03,007 2,30,993 .

8-B. Revenue—Working Expenses—- . .
Maintenance and Supply of Loco- -
motive Power : LY :

‘ Non-voted 9,04,000 8,88,419 15,581 ..
Voted . . . 20,06,20,000 20,07,81,305 .o 1,61,3065 -

6-0. Revenue—Working Expenses—

Maintenance of Carriagoe a.nd Wagon A
Stock : ’
Non-voted 3,41,000 3,33,460 7,540 .
: Voted . . . €,566,90,000 6,07,76,756 49,13,244
6-D. Revenue—Working E ' ~
Maintenance of Ferry E
and Harbours :
Non-voted . 16,000 17,632 . 1,632 -
Voted . . 32,987,000 31,80,973 1,16,027 ..
8-E. I;evenue-—-vgorkmg Expenses— )
xpenses of Traffic Department :
Non-wvoted . . 9,86,000 9,68,440 17,560 .. _
Voted . . . 10,95,75,000 11,06,45,781 .. 10,70,78Lky
6-F. Revenue—Working Expenses— ' .
Expenses of general Depart-
ments : .
Non-voted 18,53,000 18,43,305 - 9,695 .o .
Voted . 4,24,95,000 4,22,74,738 2,20,262 .. K-
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-~ PART III—RAILWAYS—concld. ©  Rs. Rs. Rs. “Rs.
-A.—EXPENDITURE OHARGED TO ’
I‘x‘nun (] ’ '
6-G. Revenue—«Working Expenses — .
Miscellaneous Expenses : :
Non-voted ~ . . 15,12,0600 14,66,688 46,312 . ..
6H. R Wm Expogsce_ 5,23,17,000 5,70,64,564 - .. - 47,47,654
-6-H. Revenue—Working'
Expenses ot Electrical Depart-
ment : ;
Non-voted . . 226,000 2,18,667 . 7,443
Voted . 3,75,30,000 3,53,46,039 21,83,961
7.—Revenue—Appropriation to De-
preciation Reserve Fund . 12,68,00,000 12,67,99,420 580
8. Revenue—Interest Charges : )
. Non-voted” 28,68,21,000 28,41,70,546 16,560,454
: Voted . . 2,64,000 2,863,064 936
9-A—Revenue—Repayment to . ]
reciation Reserve Fund . . 17,07,60,000 7,91,07,748 T 83,47,748
10. Revenue—Appropriation to Re- '
serve . . . 1,64,84,000 1,64,84,000
"Total—Railway Expenditure cha N g o |
to revenue 5 - . 1,18,54,05,000 1,17,63,13,861 2,60,90,383 1,59,99,244
Tota] Non-voted 29,57,99,000 29.40,19,484 17,98,678 19,163
Voted . . 88,96,06,000 88,12,94,377 2,42,01,705 1,59,80,082
- B.—EXPENDITURE CHARGED TO CAPITAL . .
11. Capital—New construction 11,000 —2,35,325 2,468,325 _
12. Open Line Works-
Non-voted ~ 23,000 26,245 .. 3,245
Voted . 15,54,00,000 6,21,23,721 9,32,76,279 ‘e
Total—Railway Expendityre Charged B | ) -
- to Capital .. L .15,54,34,000 6,19,14,641 9,35,22,604 13,245
Fotal ( Non-votnd 23,009 26,245 . .. 3,245
Voted . 15,54,11,000 6,18,88,396 9,35,22,604
‘Total—Railways . . . . 1,34,08,39,000 1,23,72,28,602 11,96,12,987 1,60,02,489
Total {Nm‘.-wzed 29,58,22,000 29,40,45,729  17,98,678 - 22,407

Voted_.

PART IV—DEFENCE SERVICES®.

A.—EXPENDITGRE OHARGED

REVENUE.

- 1,04,50,17,000 94,31,82,773 11,78,14,309 1,59;80,082

TO -

88. Deferice Services— Effectivs—Non-
voted

Non-voted

5'9_. Defence Sert;iou—-:Non-eﬂedivo—-

Total—Defence Services—(Non-voted)

Grand Total

[ Non-voted
Total

iVoted .

96,03,63,000 96 58,383,000
8,87,80,000 8,79,85,000
. 1,03.91,43,000 1,05,38,18,000

1,54,700,000

.

7,95,000

LY

7,95,000 1,54,700,000
. 2,99,15,42,246 2,88,57,34 259 14,25,38,346 3,67,30,359

. 1,60,69,72,248 1,62,01,01,937 55,22,451 1,96,62,142

. (@)
. 1,38,55,70,0001,26,56,32,322 13.70,15,895 1,70,78,217
(®)

. gross
(a) This amourt is less than that givenin statement No. 3

- of the Central Gov:
(b) Thisamounti

(u) Re.—1.
in the Posts and Tel
to

vernment for 1941-42 by Rs. 125 which is due to

egraphs Department have not been taken into account in the A

*The Figures are . '
of Part A of the Finance Aocounts

t is more than that given in statement No. 3 of Part A of the Finance Accounts
of the Central Government for 1941-42 by Rs. 11,01

(£) is due to the fact that credit to

»740 which is composed of (¢) Rs. 11,01,741 and

PP'zP'M
te of that Department as the Demand was for the grous capital Expenditure. (

Capital for the value of assets sold and abandoned
ation
) is due



APPENDIX Iil.
. Summary ‘of Approzimate Financial Results of Indian State’Railways in 1942-43.
. / a4

Thé latest, approximate figures of revenue and expenditure’of State railways for 184243
show fhe following results :—

.
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-

"- Grose traffic receipts. amounted to 154-47 trores (149-31 for State-owned lines and 5.16

ior worked lines) or 19-30 crores more than in the previous year and 5-22 crores more than
the revised estimate. ' :

Ordinary work?ng expenses (excluding depreciation) amounted to 68.82 crores or 528
crores more than in the previous year and 2-45 crores less than the revised-estimate. The
amount set apart for deprectation was 12.50 crores or 9 lakhs less than in the preyious

vear. The payment to the worked lines amounted to 2-67 crores or 66 lakhs less than in
the .previous year. : : L

Net traffic receipts amounted to 70-39 crores or 14.77 crores more than in 1941-42 and 7-66 " .
crores more than the revised estimate.

Miscellaneous transactions resulted in a net receipt of 1.80 crores or 90 lakhs more
than in the previous year and 9 lakhs more than the revised estimate.

The-net revenue befote meeting interest charges was 72.19 crores or 15.67 crores more
than in 1941-42 and 7-75 crores more than the revised estimate. o

The toal interest charges amounted to 2813 cro 31 lakhs less than in 1941
3 lakhs less than the revised estimate, rores 0? akhs less than in 841-42 am‘i

There was a surplus of 44-06 crores against 28.08 crores in 1941-42 and against the
revised estimate of 36-28 crores. Out of this 20-13 gcrores will be paid to general revenues,
16-08 crores to the depreciation reserve fund towards repaymemt of the loan taken from it
and the balance of 7-85 crores will be transferred to the railway reserve fund.

Against appropriation of 12-59 crores to the depreciation reserve fund there was a
withdrawal of 4-52 crores including 22 lakhs on account of dismantled -lines. The total
increase in the balance in the fund was 30-68 crores, 8-07 crores being the net accretion for
the - year, 22.38 crores repayment of the outstanding loan (16-08 crores from the year’s
surplus and 6-30 crores from railway reserve), and 23 lakhs representing the balance at the.
credit of the renewal suspense account of the late Bengal and North Western and Rohil-
khund and Kumaon Railways which accrued to Government on the purchase of these

tailways. The closing balance on_31lst March, 1943 was 82-53 crores.

Against 7-85 crores transferred to the railway reserve fund from the year's surplus

- there was, for reasons stated in para. 7 of the explanatory memorandum on the Railway
udget for 1943-44, a withdrawal of 6-30 crores for credit to the depreciation fuynd. The
balance in the reserve therefore increased only by 1-55 crores and stood at 8-34 crores,

out of which 74 lakhs represents investments in branch line shares and 9 lakhs loans to
tranch line companies. -

The total capital expenditure during the year amounted to 17-78 crores, of which 16-23

. crores was on account of the purchase of various railways, viz., the Bengal and North

Western (12:51 crores), the Rohilkhund and Kumaon (231 crores), the Tapty Valley (1-65

crores, put of which 43 lakhs has been contributed by the Baroda Durbar; and the Mirpur- -
khas-Khadro {12 lakhs); partly reduced by credit received from the Baroda Durbar on
acconnt 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 (mainly engineering works) (1-85 crores). Against
this there was a write-off of 1.61 crores on account of units of rolling stock sent overseas
without replacement and 52 lakhs on account of the cost of dismantled lines. The Govern-
ment capital-at-charge increased by 6 crores on account of the discharge of the debenture
raised by the Rohilkhm:} and Kumaon Railway Company owing to the purchase of the
line and a part of certain debeptures raised by the Bengal Nagpur and the South Indian
Railway Companies in pursuance of the scheme of repatriation of sterling loans .

At the end of 1939-40, ‘the liabilities of the railways amounted to 66 crores, of which
30-29 crores represented loans from the depreciation reserve fund and 35-71 crores unpaid
contribution to general revenues from.1931-32 to 1939-40 and there was a sum of 43 lakhs
in the Railway reserve. At the close of 1042-43, all the liabilities were cleared and. the
balance in the reserve rose to 8-34 crores. :

The ratio of ordinary working expenses to gross traffic receipts was 44-6 per cent.
against 47 per cent. 'in the previons year. i ' .

The ratio of the total working expenses including contribution te the depreciation
reserve fund was 63.7 per cent. against 56-4 per cent. in the previous year.

The ratio of net revenue to the capital-at-charge was 9-35 per cent.- against 7-49 per
cent. in the previous year. ' ‘ . )

The following statement compares the. results of the working for the year 1942-43 with
the revised estimates for this year and the.actuals for the previous year.



. . (In-crores.} ‘
i ) o ' 1042.43.
- - : : 1941-42 :
Actuals. ) Latest:
) Revised approximate
' estimates. actuals,
1 grosstraﬂicreoexpts Ce e~ 135:17 14926 16447
- Qrdinary operating expenses . . . . 6354 71-27 .
3. Depreciation . . ° . . . . . 12-68 12-58 1259
4. Payment to worked lines . v . . 3-33 2-67 2-8T
6. Net traffic receipts . . . . . . 55-62 62-73 70-30-
6. Net miscellaneous receipts . o . . 0-90 1-71 1.80
7. Interest . e L. - 28-44 28-16 2818
8. ws . . .. ) ) 28- 08 36-28 4408
9. Bhare of general revenues . . .- . . 2017 20-13 20-13
APPENDIX IV. . '

Memorandum on making a lump sum contribution of Rs. 150 lakhs to the Renewals Reserve
Fund of the Posts and Telegraphs Departmend.

The Public Accounts ¢ommittee at their meeting held on 2lst August 1940, approved of
the annual contribution to the Renewals Reserve Fund from revenue being raised from
Rs. 23,05,000 to Rs. 25 lakhs for a period of 5 years from 1841-42. In view of the large
project estimated to cost Rs. 8 crores (since revised to 16 crores of which the Posts and
Telegraphs share is 4 crores) for the development of telegraph and telephone communi-
cations, it was decided by the Committee at their subsequent meeting held on 13th August
1642 that the arrangement should stand 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
since 1936-37, the balance at the credit of the fund and the capital at charge at the end
of each year are indicated below :—

Proportion
a Capital closing
Openi Contribu- Withdraw- osing pi closing
Year. Bglenmgance. tion from al from the balance at at balance
revenue. Fund. “theend of charge. bears to
{ the year. capital at
charge.

. 1936-37 . 3,03,79 25,00 21,88 3,06,91 17,62,71 - 17:419,
1937-38 . 2,83,30* 23,13 . 15,30 2,91,13 16,71,88% 17:419;, .
1938-39 . 1,89,13t . 23,13 16,36 1,95,90 17,07,03 11:479,
1939-40 - . 1,95,90 23,05 -20,89 1,98,08 17,36,06 11: 419,
1940-41 . 1,98,06 23,056 26,40 1,94,71 ° 17,50,24 11:089,
194142 1,94,71 25,00 217,13 1,92,58 17.73,04 10:869,
194243 ° . 1,92,58 25,00- 39,83 1,71,76 19,07,96 . 9:319
{Up to March .

Supply). . . .
19%3-44 (B. 1,71,75 25,00 58,47 1,44,28 21,06,66 6:869%
2)

*Excludes 23,61 representing the share of Burma and Aden.
. tExcludes 1,38,83 representing the value of assets of Burma and Aden,
IRs. 1,02 lakhs paid to make up the arrears losses on Press traffic.

3. Since 1940-41, the fixed annual contribution to the Fund has been insufficient to
meet the demands.on it. The rising proportion of withdrawals to meet the heavier cost
of replacements is cansing the depletion. It has therefore been decided by the Government
of India that a lamp sum contribution of Rs. 160 lakhs should be made to the Fund by
way of replenishment out of the accumulated surplus at the end of 194243, ~ This will
practically double the balance at the credit of the Fund at. the end of the current” financial
Year and bring it up to the level of 1836-37.

4. The telephone systems of Licensed Telephone Companies are in the process of being
amalgamated with the departmental system.. The Department hag_ invested over Rs. 6
crores in purchasing the shares, etc., of the Companies. In addition to the annual contri-
buotion of Rs. 25 lakhs to the Renewals Reserve Fund, a sum of Rs. 16.34 lakhs has been
provided for in the budget for 1843-44 in respect of the assets taken over from the Com-
panies. The amount required can be assessed more correctly after some experience has
been gained of the expenditure on renewals, o )

™~

-
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5. A’ suitable time for review of the annual contribution and, apportionment thereo
among th'e branches will be the end of 1944-45 wher . the Telecommunicafion Devzl;pmgn:
Scheme and the taking over of the Companies’ assets ate’ expected to be complet,‘lﬁ.i ) (:;.
the present the replenishment to the extent ¢f Rs. 150 lakhs is considered to be o:t (;gn
The apportionment of this lump sum, contribution among the. branches, ngmely P I ce,
Telegraphs, Telephones and Radio will be decided after the approval of the Committee is
oht,aine; to the main proposal. (

i’ APPENDIX V. | -
Memorandum on the occurrence of persistent savihgs in the provision for works expenditure.

ph ir report on the Appropriation Accounts for 194041, the Public

Accltnzn%:nacg;am%itgeepfd:sﬁez tlﬁuot an investigztl,)iorf should be made and a report renderefl
to the Committee as to whether it was a fact that persistent savings occurred in the prqn;
sion for werks expenditure because budget provision was made by the Finance Departmé(xil
without adequate examination of whether the items for which budget provision was made
fiad reached a state of maturity sufficient to enable them to be executed in the following year
to the extent of such provision. The question has been examined in detail. Thle position
is as follows. _ L

2. The rules require a scheme to pass through the following stages before being put into
execution :— ' '

(1) Submission of proposal by the local authorities with rough plans and estimates
<obtained from the Public Works Department. ' ) .

(2) ‘Accord of administrative approval by the Depa.rt'ment concerned if the proposal is
accepted by it. ) '

(g) Budget provision by the Finance Department with reference to budgetary prospects-
and the relative importance and urgency of the scheme. . _ o

(4) Preparation of detailed plans and estimates and sanction from the technical viewpoint.

.(5) Expenditure sanction. ‘ ; )

3. The condition regarding the preparation of rough plans and estimates by the Public
‘Works Department before administrative approval is sought has, however, had to be medi-
fied 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
required to take action only where the prospects of administrative -approval and budget
provision justify this. This has in a few cases resulted in administrative approval and,
an turn. budget provision, being allowed on the basis of estimates which have not had any
real professional scrutiny although of course the Public Works Department officials are
generally consulted informally, but the alfernative of insisting on a strict adherence to the
original condition would throw an impossible extra burden on the Public Works Depart-
Juent whose energies are at present heavily overtaxed. '

4. Budgetting authorities are strictly enjoined to take into consideration the time likely
10 be spent on the completion of formalities preliminary to the execution of the work and not
to ask for more funds than are likely to be spent in the ensuing year. They are also
required to take in hand the preparation of detailed estimates, etc., as soon as budget .
_provision 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
these exhortations sometimes prove difficult to observe in practice.

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 estimating is to reduce estimated provision generally or impose lump cuts as
‘such wherever possible in consultation with the Laboar Department. Accordingly, lump
cuts have been made-in the 1943-44 budget under the heads ‘Civil Works’ and ‘Tribal Areas’
.nlong with other expenditure heads. .

. APPENDIX VL Y

Memorandum on utilisation of unanticipated credits.

"The following note is submitted with reference to the 'discussion. at the meeting of
the Public Accounts Committee on the 30th August 1843 on the question of the utilisation
. of unanticipated credita - .

The question of utilisation of unanticipated credits was examined in detail by the Public
Accounts Comimittee in dealing with the Appropriation Accounts for 1930-31 and 1931-32.
The Committee laid down the general principle that no controlling officer should be per-
mitted to utilise unanticipated credits in order to increase his spending power. To imple-
ment this principle they at first recommended that such credits should be treated in the
accounts as receipts. and not as deductions from expenditure. This, was however .impracticable
on the following grounds :—

(i) Anticipation or non-anticipation of a credit is not really a vmid criterion of classi-
fication and an item cannot be classified as receipt or as reduction of expenditure according
: to the accuracy of a“previous forecast, and .

(ii) Where the recovery is from another Department, this involves a double vote.

'3 =
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i ly the Committee recommended® ‘‘that in cases where subntu;};xal nnant:mpabpd
_cmgi:m;:?go be ntilised to incur fresh expenditure which would. not have been incurred
but for such credits, the approval of the Standing Finance Committee should be obtained
in the same way as for items of supplementary grants”. The recommendation was- accepted
and necessary instructions were issued to all concerned.,

2. The functions of the Standing Finance Committee _came under review subsequently
and the following conclusions were accepted by the Con:mittee :— .

(i) The Committee is constituted to examinme _e.{pendi_ture ’propc_)sals’ and is not -concerned
with the ways and means necessary to meet the proposed expenditure..

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

iii) Proposals for extemsion to _existing serﬁces called new items would be referred to
tbe(gamding Finance Committee at the discretion of the Finance Department. The ques-
tion whether a reference should be made would be decided on the merits irrespective of the
method whereby funds were to be provided whether by budget provision, re-appropriation or
supplementary grant, »

(iv) Supplementary grants would no longer be referred to the Committee as a matter of
course but only where these were occasioned by the adoption of substantial new schemes
which would have to be referred to the Committee in view of their intrinsic importance.

‘fication of the functions of the Standing Finance Committee has made it
unnwrydglme? nan expenditure proposal to the Committee merely on the ground that
it would be financed from unanficipated credits. Practical difficulties also, however,

‘preclude a strict adherence to the letter of the Public Accounts Committee's recommenda-

ion. Proposals for fresh expenditure justifying reference to the Standing Finance Com-
:xi&,tee on merits have natura})lly to be referred to the Committee at the earliest possible
stage and it is seldom, if ever, possible at that stage to say definitely whether unanticipated
credits womld accrue to meet the. expenditure 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 responsible 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

gﬁse of works in progress an accurate estimate is hardly possible until towards the end of
the year. )

4. In practice, Finance Department merely allow savings to be utilised for meeting
expenditure on schemes which have already been undertaken with the approval, where neces-
gary, of the Standing Finance Cammittee. It is not permissible to take a supplementary
grant so long as savings are available for whatever reasons (except, of course, in thé case
of a ‘new service’ where a token grant is rhandatory under the Legislative Rules) and the

utilisation of the savings is more or less formal to avoid large variations wnder individual
sub-heads. i

5. The procedure in 'vqgue involves no real departure from the main principle of the

« Public Acconnts Committee’s recommendation. @pendihg departments cannot utilise without

Finance Department’s concurrence any unanticipated credits even for normal excesses such

. as on travelling allowance, leave salary and contingencies. Fresh-items have to be referred

L]

to the Finance Department in any case under standing instructions. Finance Department
accept fresh items not because savings are or may become available but only if they are
justified on «merits. Cases are referred to the Standing Fipance Committee in accordance

with ‘the conventions accepted by the Committee and no exemption is allowed on the mere
ground of availability of fundas. -

6. The Auditor General’s view is briefly this :

‘Although legally even the Financé Department’s approval is not necessary to the -utilisa-
tion of unanticipated credits, the Legislature is not only justified in seeing that additional
spepding power is not given to Government without its own approval but is- under an
obligation to do so. The convention mentioned in the last sub-paragraph of paragraph 1
above was accepted after detailed consideration to achieve this object. If the functidns of
the Btanding Finance Committee are limited to the examination of fresh items of expendi-
ture then it is no longer the aythority to deal with the utilisation of unanticipated credits
unless its functions are enlarged, and the alternatives are either to have a token votesfor
the utilisation of unanticipated.credits or to follow the Railway System under which such

utilisation is either explained in the Budget Memorandum if the credits are noticed before
the preparation of the revised estimates or

v , 3 cifically included in‘t iati
_if they are noticed after the close of the yspe y.included in'the Appropriation Accounts

ear.

-
7. Although for reasons already explained, the Government of India do not consider

that the present arrangement involves any real departure from the. spirit of the conven-
tion, they have no objection if the Public Accounts Committee so d

ey hav ) esires, to the adoptio
on the Civil side of the system oblaining on the Railways side. * ophom
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Memorandum on collaboration between War and Eaxtggugl, Affairs Departments as regards.-
Quetta Reconstructsn. o

In sub-para. 2 of para. 97 of their Repért on the Accounts of 1840-41, the Public-
Accounts . Committee recommended tkat in view of the change in military plans, it would.

be desirable to have somewhat greater contact between the External Affairs and War De-
partments as regards Quetta Reconstruction. *

2. The External Affairs Department were not quite clear as to how greater contact
Letween these two Departments was to help civil reconstruction unless the Public Accounts-
Committee had in view the possibility of ‘some of the permanent buildings of the War
Department becoming surplus to their requirements and being taken over by the Civil
Afministration. The question was therefore discussed with the War Department. Tt
was pointed out by that Department that there was no reason to suppose that the military- ,
importahce of Quetta after the War would be less than it was in 1939. Plans for military-
reconstruction 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 constraction for -military
pmgposes would be available for transfer to Civil Departments.

. The Public Accounts Committee seem also to have thought that the Civil Depart-
ment ghould follow the military practice of slowing the tempo of conmstructional activities
in Quetta during the war and of using cheaper materials. Neither of these practices cah
be followed on the civil side. As was explained to the Committee, the importance of Quetta
from the Civil poipt of view would still be great as it is the headquarters of a local™

administration: It "is necessary.that Quetta should have decent public buildings before
long. As such buildings will have to be permanent (unlike the temporarv structures put up
by the military during. the war) and also earthquake-proof, cheaper materials cannot be-
used in their construction. :

4;101: these circumstances, the suggestion of the Public Accounts Committee was not
pursued. N : ‘

&

) APPENDIX VIII.

o

Statement showing sanctioned ,atrerfgth of gazetted. officers in the Contracts Direcicrate.

Dosignation. Ason Ason Ason Ason Ason -
13.12.39 1.7-40 1-141  1.7-41 31-7-41

Director of Contracts . 1 1 1 1 l@
Deputy Director of Contracts . 1 1 1 1 1@
Assistant Directors of Confracts/Con- - e
trollers of Purchase . B 2 2 4 3 3
Deputy Assistant Directors of Con-
tracts/Deputy Controllers of Purchase 2 2 2 4 5%
8taff Captains/Assistant Controllers of ) ' - .
Purchase . . . ' . 4 12 15 16 16"
Attached Officers/Deputy Assistant
Controllers ef Purchase . . . .. 10 27 38 - 38
Officer Bupervisors . . . . 3 3 .4 5 ° 5
- ToraL . 13 31 54 68 67 -
eld i wi - Aug ]
of ¢ 'g gmm::eagem (with effect from' 8rd August, 1941 and 5th August 1841) conseQuent on the formation

udes one post of Deputy Assistant Director of Contracts sanctioned for Contracts Directorate om-:
11th August 1941 - :

NOTE :— (1) Before the war the Directorate did not m:g
From

Any purchase officers below the rank of Staff Captain. .
1-7-40 onwards certain posts of

tached officers of the rank of Lt. or 2nd Lt. werq

NOTE :— (2) The dates shown above are different from those mentioned in the last sub-para. of paragraph 71
’ at page 42 of the ‘“‘Report of thé Public Accounts Committee on the Accounts of 1940-41”. As.

the information given above is the one readily available and as figures for any other int.erven&g

¥ dates would require to be compiled specially, it is move convenient to give the strength of the
- ~Contracts Directorate on the dates-mentioned in the above statement rather than those mentioned

in the Report, referred to above. It is, therefore, hoped that the statement as it stand will serve- .
the Committee’s purpose. :

. APPENDIX IX.
Memorandum on discontinuance of payments to the Rajputana Indian Soldiers’ Board.

The Rajputana Indian Soldiers’ Board was constituted in 1919, to co-ordinate and supervise-
the work Jol; District and State Soldiers’ Boards in Rajputana. The cost of the estahlish-
ment of the Rajputana Board including other charges on account of contingencies etc.,
amounts to Ra. 2,300 a year and is met from the Central Civil Budget.

. In para. 127 of the Proceedings of the Public Accounts Committee on the accounts.of”
191%—41n it was stated that the question of discontinuing payments to the Rajputana Soldiers’
Board ~had already been taken up and was under active congnderatxon.

™
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S. The Government of India have recently agreed to meet the expenditure on the pay
--of Secretaries and Clerks of all District Soldiers’ Board in British India; from the Defence
Bervices Estimates. Besides, they*hdve also agreed to make a grant-in-aid to cover, other
-'expenditure swch as stavionery, travelling allowance and postage etc. Moreover all expenses
in connection with the welfgre scheme for Rajputana (C. L. O. and A. C. L. O:, Rajputana
~and Ajmer-Merwara) is met from the Defence Services Estimates. ' ‘ )

4. In view of the position stated in the preceding paragraph, it has since been decided by
the Goverument of India that the expenditure on account of the Rajputana Indian Soldiers’
Board, which was hitherto met from the Central Civil Budget, should be transferred to the

- appropriate head of the Defence Services Estimates. )

APPENDIX X.
Memorandym on Irregularities in the purchase of naval stores.

In paragraph®7 of their report for 1942, the Military Accounts Committee desired to be-

-furnished ‘with'a report of the facts of the case mentioned in paragraph 10 of the Appropri
-tion Accounts of the Defence Services for the year 1940-41, re})a,tingg t?) certain auegelépfrgnm
-in connection with the purchase of stores for the Royal Indian 'Navy in 1839 ‘

2 These irregularities were first enquired into by an expert committee, appointed by
-the (}ovgrnmant of India, and on the recommendations of that Committee, the matter was
g-t in the hands of the police. As a result of the police investigation (which lasted for
8 months) .and after taking legal opinion, Government decided to prosecute a private con-
tractor, his clerk and a responsible Government officer, and criminaF proceedings were
institated in the court of the Chief Presidency Magistrate, Bombay. It was decided to
postpone departmental action against certain other Government officials until the result
-of the criminal proceedings was known, as premature departmental action might have
_prejudiced the criminal proceeding.

3. The charges framed in the criminal ¢ase are summarised below ~—

(a) Private Contractor—Under section 420 I. P. C. for presenking ‘to Government,
-and obtaining payment for, a bill which included a sum of lgs 2,625 in respect of a
-certain quantity of steel supplied to the R. I. N and which, though of an inferior
-quality, was falsely described as ‘‘High Tensile High Speed Steel.” .

(b) The clerk to the Contractor.—Under section 420 regd with 109 I. P. C. for abetting
‘the Contractor and conspiring with him to cheat Government by making a false descrip-
‘tion of the steel in the bill submitted to Government. :

(c) Government officer.—Under section 420 I. P. C. for signing a certificate on the
‘reverse of the bill -submitted by the Contractor containing materially false statements
that from the best information obtainable the prices charged were not more than the
market prices at that time and that either tenders had been invited or that sufficient
reasons existed that it was not in the public interest to do so. .

4. After a prolonged trial the Chief Presidency Magistrate, Bombay, in January 1943,
found that the prosecution had failed to establish the charges and acquitted all the accused.

5. The judgment was very carefully considered by Government and after obtainin
legal advice, they decided that no useful purpose would be served by filing an appeei
-against the acquittal . ,

« 6. The question 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 articles covered
by separate contracts, all purchases of Naval Stores in India should he made normally
through the Supply Departnrent agencies. -

APPENDIX XI.
¢ ©  Memorandum on delays in store accounting in L. N. D. Vessels.
. In paragraph 8iof their report for 1942, the Military Accounts Committee asked for a
report on the problem of store accounting in Lecal Naval Defence Vessels. These ships
-are too smajl to accommodate Accountant Officers and ratings, and so cannot, like the larger
vessels of the R. I. N., be properly self-accannting. The Store Accounts of such vessels
are therefore maintained as follows :— * ]
Type of accounts. Responsibility for maintenance of accounts.

“Victualling, Clo ) . Base Accountant Officer at the L. N. D. Bases

thi . .
‘Gonsumable Storesh‘:SPermanent Store, Fuel The Executive or Engineer Officers, as the
_case may be, of the L. N. D. veesels. -

The duty of maintaining such initial accounts as must be written up on board as trans-
- actions occur devolves on the executive and technica] officers of the ships. As explained in
the Audit Report for 1842, theee officers  were pre-occupied with their own Naval training,
were unfamiliar with sthe Government- accounting system and, due to frequent transfers and
extreme pressure of work, had little opportunity of becoming conversant with it. Constant
‘transfers of thcse ships from base to base involve transfer of responsibility for such of the
‘accounts as are maintained by Base Accountant Officers and an inevitable time lag which
tends to cause confusion. Moreover, the Base Accountant Officers themselves were only
partially trained and so were unable properly to advise the ships’ officers in the duties
placed upen them, or to assist in the solution of the administrative problems inevitably
associated with such a system,

-
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o/ The problem is thus two-fold. It is necessgry in the first place to improve, as far
a8 this is possible in such circumstances, the mainfbpance of the basic fecords from which
thg accounts are compiled ‘and rendered, and to define responsibility clearly at each stage.
Secondly, to adapt the existing system te the, special features of L. N. D. vessels.

3."The arrears reported to the Military' Accounts Commiittee at their meeting of 3rd
August 1842, were not restricted, however, to L. N. D. vessels. On further investigation
it' became apparent that the standard of accounting throughout the R. I. N. was in need

of improvement, and that the only way to improve it ; '
Accountant Branch, v ey prove it was to establish 4 properly organised

_4. Immediate measures were therefors taken to recruit and train a large number of-
oﬁincd?:: :elzid .ra.tlll“l_gs in ac]l)van;i of t'coml\f‘x:xit,mem;s. The Accountant Branch was formally re-
constitu in Finance Department, ilita letter No. 1-N.

1842, It consists tnter alig of :— \ ) 1336 » dated Zud December

(i) a Fleet Accountant Officer who is on the F. Q. C.’s staff and is charged with the duty
of rendering advice to the F. O. C. in all “internal accounting’’ matters;

(ii) two Port Accountant Officers, similarly charged with the duty of advising local .
:gl:;nandem and of supervising accounting organisations in the ‘ports and areas assigned to -

’

(iii) a Base Accountant Officer for each Base;

(iv) an Accountant Officer for each of the larger ships.. The smaller ships are based on a'°
port, and come automatically under the acceunting control of the Base Accountant Officer;
W (:e)rsm addition, each officer has a staff of ratings of ‘different grades commencing with

riters. .

. 5. During the year under report, satisfactory progress was made in the recruitment and
training of officers to staff the re-organised Branch, and to provide a reserve against
expansion. Accountant training is given in Bombay in a separats’ establishment. The two
duties of the Accountant Branch fall generally under the Supply and Writer heads, the '
former being concerned with the issue and accounting of provisions, clothing, naval stores
etc., and the latter with keeping of cash accounts, pay accounts, clerical work in administra-
tive offices otc. Ratings are now trained in either one or other, but not both, of the above
categories. By 8o specialising, it is possible to achieve a higher standard of efficiency in
a shorter time, although in a mors limited' sphere of activity. -

6. The re-organisation of this Branch, combined with the special ‘measures described in,
the next paragraph, has had a good effect. The latest 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 below. )

7. Pari passu whh the re-organisation of the Branch, the two-fold problem of L. N. D.
accounts was vigorously tackled. Special parties, each consisting of an officer and a few
pelected ratings, were deputed to all ports and ships to find out the root causes for delay,
and to advise how these causes could be removed and the accounts properly renderéd. The
Controller of Naval Accounts deputed a portion of his staff to the ports to assist in this

ial drive. Detailed instructions were also issued about the maintenamce of basic records
and the allocation of responsibility for compilation of accounts. The special parties neglected
no opportunity of seeing that 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 of accounts whose submission ig overdue.

’

1-2-42 1-6-42 1-2-43

(Audit Report| (Mily. Accts. |Audit Report { . 1.5-43,
1942.) Committee 1943, *
-t 1942,) ' :
—

Nuature of Accounts. LND ' LND R
lar |vessels lar |vessels| lar |[vessels eilég.r‘l vessels
ves- | and v! and | ves- | and | ves- | and

. sels. |Bases.| sels. |Bases. | sels. |Bases. | sels. {Bases.
I. Quarterly accounts— I
1. Victualling accounts . . 1 8 9 65| .. 368 ( .. 17
2. Clothing dccounts . . - 3 9 19 4 131 .. 1
3. Consumable Store Accounts . 3 32 .. 13 .. 3

II. Half-yearly acoounts— ‘ '
Fuel accounts, Consumable 3 12 24 - 24 10| .11 .. g

: Store Accounts.

III. Annual Accounts—. . ,
Permanent Store Accounts . .- 25 16 110 2 1] .. & .1

: ; Total . 4| 51| 58| 246 18| 84 .. 24
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2 The preparation of the 17th outsganding victialling accéunts proved ‘difficult, mun%y
age w the absence of records, somé bf whjch were lost in transit, and yet others simply
untraceable. It has now Deen decided that the only solution is to reconstruct thi
particular accounts so that a cmodified audit may' be conducted. Instructions- have- been
tasued accordingly.  Receipts will be assessed on the basis of the quantities actually
delivered to the ships as evidenced by contractors’ claims and public supplies, while issues
will be based on the strength of the men as shown in the pay atcounts. It is hoped that, "
In a-very short period, all the arrear accounts\ urnder this heading (victualling accounts)
will. have been cleared. It may be pointed out in this connection that new accounts have
‘t}orglidtik been started from definite dates based on physical balances exhibited by a ®pecial
stock-taking. S ~ -

. 10. In an attempt to deal -with the second aspect of the problem referred to in para. 2,
it has been decided to apply a system of central storekeeping, similar to that ogtaini_n
in the Royal Navy, and the Fleet Accomptant Officer is engaged in laying down a detailed
procedure. The Naval authorities confidently expect by this combination of modifications
-1n system ,with closer and more expert supervision over its-working, to effect a continuous
- lmprovement mn the standard of store accounting for L. N. D. vessels. o

11. It will be appreciated that, before the present war, the Royal .Indian Navy was
a small organisation based only on Bombay. Since the present war began, 'however, the
Royal Indian Navy has expanded very rapidly a?d is now many times its pre-war strength.
Further, the Service now has bases at every Important port in India. The accounting
. problem is therefore a direct corollary of this phenomenal expansion. ,
) It is felt that the time has now come to oblain the services 6f an experienced and senior

accountant officer of the Royal Navy to advise on the accounting 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 L

« Memorandum ‘describing the measures taken by The Supply Department, to meet the growing
demand for the procurement of war Supplies.

1. The principal measures taken by the Supply Departmgent to meet the increassd
demands of the Defence Services have been enumerated in paragraph 6 of the General
Review of the Appropriation Accounts of the Defence Services for the year 1941-42. This
Memorandum explainfs the nature and scope of these measures and gives further, the
developments that have taken place since. the Memorandum explainpfg the methods of
purchase and control adopted by the Supply Department was presented to the Military
Accounts Committee in 1940, (Appendix XVII to the Report of the P. A. C. on the
accounts.-of the year 1939-40). . : ) . N

2. One of the earliest steps taken to establish closer liaison with Industry was the
location of the Directorate General of Munitions Production in Calcutta, the main centre
of the Engineering Industries. In furtherance of the object of establishing and maintain-
ing closer contact with the Provincial Govts.. the Chambers of Commerce and Industries
generally, Controllers of Supplies were set up at Bombay, Calcutta, Madras, Karachi,
Cawnpore and Lahore. They were made responsible for the assessment and allocation of
capacity and fer procurement of stores in their fespective circles. To facilitate procure-
ment, these officers were invested with considerahle purchase powers and an establishment
of Purchase Officets 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 eoncurrence whenever necessary. A further

step In decenfralisation was taken by transferring the wing of the Directorate General of
"Supply responsible for Cotton Textiles to Bombay, the principal . centre of the Cotton
Industyy. A panel of advisers from the Textile Industry was set up to enlist the co-opera-
tion, of the Industry and to assist Govi. in the allocation of orders. These measures of
decentralisation of order have assisted greatly in building up harmonious relationship
between the trade and the Government. v ‘ :
3. To meet increasing military demands on the industrial resources of India, it soon
became necessary to encourage the ex ion of existing productive capacity and to establish
ne: eapacity. The following measurés were adopted by Government for achieving this
enc :— .

(a) Expansion of existing Government factories or provision of new factories constructed
-and operated by Government Department, or by firms on an agency basis;

(b) Augmentation of existing industrial capacity by addition of—

(i) balancing plant and/or .
(i1) Annexes, -

{c) Greater use of Workshops belonging to other Departments of the Central Govern-
ment or Provincia] Governments. ¢

(d) Harnessing of small scale or cottage industry. .

The Munitions Production schemes, which were the outcome of the recomnmendations of
the Minjstry of Supply Mission, were undertaken by Government as a governmental measure
‘snd the projects were planned ;and implemented by the Armaments Production Division of
the Supply Department. In atldition to these Munitions Factories. new, factories for the

production of Toluene, Super-Tropical _Blenchinf Powder, Field Cables etc., wer;g.n;lmned

in consultation with Industries either in with facilities for such production.
—a .
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'{'hl:gaao factories ‘wefe constructed by the agent companieg ,on behalf and at the expense of
vernment and were managed by the Agent Companies on pgreed terms. Ownership
ofAtlb' Government in the new assets created at public expense was preserved but the firms
operating -the plants were allowe_d under the agreement the first refusal to purchase the
assets at the termination of hostilities at either the depreciated cost or the them value. In
addition to the construction of these complete producing units, it became also necessary
to provide balancing plants to firms and to éncourage expansion of capacity by building
annexes. In many cases, firms were hesitant to undertake expansion at their own expense,
as they were doubtful about the future peacetime prospects of marketing the additional pr
duction. In recognition of the enhanced cost bf capital construction during wartime and §
the fact that the additional capacity might in certain circumstinces be Surplus to India’s

+ normal requiréments, the policy of making an outright contribution to the firms in certain

selected cases was adopted. The main conmsiderations that led to the adoption of this policy
were as follows :— , ]
%a) in many cases the assets created were indistinguishable from existing assets or
cou d«n%t be properly sequestered. . '
(b) the uncertainties of Post-war disposal of assets would be eliminated.
Due allowance is made in the prices for the capital assistance given. Important deve-
’ lopments for establishing construction, repair and maintenance facilities for ships and air-
craft took place in the year under reviewt A small Directorate of Ship Repair and Ship
Construction had already been set up under the control of the Directorate General of Muni-
tions Production. This has now grown into a Directorate General of Ship Building and
Repairs with manifold responsibilities for constructing, equipping and maintdining the
naval and the merchant fleets in Indian watefs. Similarly, a small R. A. F. Directorate
was constituted for meeting the urgent operational demands of the air forces for service,

rcpair and overhaul of aircraft. This has also developed .into the Aeronautical Stores

Division responsible for maintaining the large India based air force in fighting trim.

The assessment of the capacity of the workshdps of ‘provincial Governments and of the’

Railway and other Departments of the Central Government in relation to their essential
requirements revealed that in some cases capacity could be released for meeting the de-
mands' of the Defence Services. With the co-operation of the Departments and Govern-
ments concerned this released capacity has made. valuable contributions towards the solu-

tion of India’s production problem. .
Another interesting development was the harnessing of the Small Secale or Cottage

Industries to meet the requirements of the Defence Services. Items like locks, blankets

camouflage nets, Pith Hats, halves, which could be produced on a large scale by the- Cot-

tage Industries of India were replanned thus releasing the capacity gf| organised industry

which could be better employed, for the production of other articles in' short S“P_Pl};l- that
4. The methods adop for controlling imPort.s bave been varied. It was realised ti

the co-operation of the importing firms was a pre-requisite of any scheme of control and -

sanels of importers were, therefore set up to advise on the quantity _and variety= of
x,;rticles reqnirgd for maintaining essential civil industries. In some cases it has been pos-
sible to arrange with these importing firms to distribute the imports to the ultimate
consumers only ‘with the consent, of and at prices fixed by Government. Throughout the
endeavour has been to see that the available shipping space is utilised’ to the maximum
dvantage and that the imports reach the essential users at a fair price. It has also been
ound necessary to regulate exports, with or without price control, of certain essential
materials in short supply so as to ensure that the requirements of Indian war production
are first fully met at reasonable prices. . - .

5. Controlss have also been established over the iprodqction and distribution of several
principal items in short supply. The more important of these are the Iron & Steel
Control. Non-Ferrous Metals Control and Rubber Control. These Controls operate in

different ways, but the main principle always is to see that the controlled stored” are used

only for essential purposes including essential civil needs. . They operate sometimes uunder
a licensing system and ‘sometimes under special permits issued by the Controlling Officer.
The establishment of sauch Controls has heen utilised in some’ cases for the purpose of
regulating prices also. In the case of the:Iron & Steel Control it has, for instance heen
recently decided that all steel sold by controlled stockholders must be at prices determined
by Government from time to time. In the case of rubber, effective control over produc-
tion. distribution and price has recently been secured only by Government . undertaking
the purchase of the entire Indian crude rubber output. and by Governments developing &t
the same time production from wild rubber yielding plants. . :

6. Arrangements exist to secure the effective concurrent control of the Finance Depart-
ment in all activities of the Supply Department involving the disbursement of public
funds: and thev are closely associated with the conduct of the negotiations which in present
dav conditons almost invariably precede the’ placing of any big contract. The number and
value of contracts placed by necotiations increased in a marked manner durine the  wear

1.42.  For instance. the procurement of Government's requirements of cotton textiles,
Wl?lt‘b showed a tremendous increase in the period, was placed duving the latter half of
the vear nn a basis nf hulk contracts negotiated with the industry as a whole through
& representative necotiating body as opnosed to ad hoc contracts entered into with indivi-
d,"”! firma on a basis of tender and accentance. Contracts made with industry after nego--
tiation thowed many variations some of which were as follows :— -

(i) Mhose in" which actnal costs are navable with a8 fixed amnunt of brofit per unit.

. (ii) Those based on actual costs with a ceiling price. If the actual costs exceed the
greed ceiling price Government’s payments are usually limited to the ceiling price only.
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(iti) Those in which the prices paid- before the war or those thrown up later by compe-
‘tition are accepted as basic prices. ¥ariations are made in such prices according to market
fluctuations in costs. . ' . .

7. It was realised very early that cost plu8 arrangements are open to .the objection
that the supplier being assured for his actual  costs has 'no incentive for economy and
efficiency in production. This matter was discussed by the P.A.C. in 1940 and on their
recommendations orders were issued to make it clear that in all cases our aim 1wst be
to conclude firm price arrangements. ' Cost plus -arrangements, with variations to suit

. individual circumstances, are' inevitable in some case, e¢.g., when no previous experience:
exists or when the supplier is unduly nervous of loss. Cost plus contracts in such cases are
regarded as an interim arrangement to be replaced as soon as possible by firm price
arrangements.

Experience has, however, shown that cost plus arrangements are more ecomomical with
certain large, efficient and well organised firms. Where supervision is efficient and cost
accounts are maintained properly the risk involved in cost plus arrangements are consi-
derably _lessengd while at the same time the danger of high prices due to invisible reserves
for qontingencies always kept by private firms in their estimates of cost is.eliminated.

8. From the enumeration of the basis of contracts given above, it will be recognised
that examination of the books of the produting units is an integral part of the price
arrangements. The Cost Accounting Organisation established under the. Supply Finance
Branch had, therefore, to be considerably strengthened to meet the growing demands on
their services. An Accountancy Panel consisting of representatives of well established’
firms of Accountants ‘had also been formed to advise Government on specific accountancy
problems involving general principles. "

9. Very shortly after the commencement cf the war complaints began to be made by
suppliers of delays in payments for supplies made to Government. The standard procedure
followed by Government provided for bills being submitted along with the certificates of-
inspection and consignees’ acknowledgments to the Accounts Office for payments. Delays
arose at various stages beéfore the bills reached the Accounts Office, .one of the main causes
being the delay in ,obtaining acknowledgments from consignees. Due - to the enormous
volume of consignments passing into them the Military Depots were not fanctioning per-
fectly. Difficulties in transport were adding to the complexity of the sitaation. Diver
sions of consignments were becoming more frequent, which rendered the tasks of obtaining
acknowledgments extremely difficult.

To. remove all genuine complaints action was taken on the following lines :— *

él) The procedure relating to the preparation and submission of bille- to the Controller
of Supply Accounts was simplified and standardised. -

(2) Payments were authorised against proof of despatch. The consignees were 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 secdring them in the event of delay.

(3) An Accounts Office was established in Bombay for making payments against ocon-
tracts placed by the Supply Organisations located in Bombay and Madras.

. (4) When considered necessary progress payments against work dome are also made on
the condition that the assets are hypothecated to Government.

10. An appreciation of the expansion of the activities of the Department can be made
from the figures given below :— : .

Value of contracts placed .—

1940-41 . . . Rs. 78 crores. | 1941.42 Rs. 184 crores,

.. APPENDIX XIII.

Note Regarding the purchase arrangements for Jute Goods.

(Placed before the Military Accounts -Committee vide item 23 of the statement of action
’ taken on the recommendations of the Central Pgbhc %ccon}x:txlstomn;]l‘tte%gh A .
' the Proceedings of their second meeting held on the ugus

19421nt eriigmiymA:énnw Commit.i;eeg considered the system adopted for the purohue_of
‘ute and jute goods. They examined the arrangement by which these purchases were being
'Inade through the Jute Adviter to Government and suggested that, as only a unall propor-
tion of the total output of the Jute Industry, namely, about 20 per cent., was being taken
up by Government, the possibility of placing {hdependent orders might be con.sxdered'l.

2" Government have since examined this question very fqlly. and to aid ghen} in their
deciéions have conducted, through-their Cost Accounts Orgamqa.txon, an investigation of t.l.xo
profits earned by the Jute Industry both in respect of their gemeral trade and also in.
respect of Government orders. These investigations have shown that the purchases of
(lovernment requirements through the Jute Adviser have been made at prices well below
the current market prices and have resulted in profits ‘to the Industry of considerably
smaller dimensions on the average, than have been obtained from~ its general trade:
further, that the profits obtained from the general trade have themselves ¢n the average
not been exorbitant,” In view of this, it appeared to Government that there were sclid
‘advantages in continuing the system of purchasing -in negotiation with the Indian Jute
Mills Association and by allpcation to all the member-mills of the Association through the

i
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Jute Adviser, rather than by the placing of independent-opders through the open tender
system which would, it is certain, result in higher prices being paid..In fact, one of the
‘concerns of Government has been that the Industry were not accepting for general alloca-
tion comparatively small orders of the value of Rs. 5 lakhs or less. These, in consequ-
ence,- were purchased by open competitive tender with the result that higher prices were
-paid.over a range of orders which, though individually comparatively small, were in the
aggregate of substantial value. Moreover it appeared to Government that with the produc-
tion of the Industry in danger of considerable restriction owing to increased . transport
and power difficulties and with the demands of the Allied Nations, chiefly the U K. and
the U.8.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 open competitive system
of purchase were relied upon. - '

3. It appeared to Government however, that there were certairt features of tre existing
system of purchase through the Jute Adviser which called 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 basis. Negotiations were accordingly opened with the Industry and as a result the
h;ollowmg arrangement has been agreed to and 1is 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 drom H. M. G. 1n the Umted Kingdom. : ’

(1) Lhese orders will continue to be piaced as hitherto through the Adviser on Jute
Suppues, the existung procedure being coatinued except as modined below.

(u1) Urders of Ks. 4 lakhs or more in value will be treated as ‘Large Orders’. Orders
below Rs. 2 lakhs in value wil be ‘Small Urders’. .

(1v) ‘rarge Urders’ will ordinaruy be allocated to all mills in the membership of the
I1.J.M.A. by the Adviser on Jute Supplies, but he will have uiscretion to owilL suca umils as
he may consider necessary or advisable in consultation with the Committee of the I.J.M.A.
in cases where orders are deemed by the Adviser to be of such a nature as not to
permit of their being placed on all mills, he will place them on such mills as he considers
suitable provided tuat such orders will be distributed evenly to all nillls in the Associa-
tion over a period. In this respect he will ordimarily consult -the Committee of the
LJMA,

(v) All ‘Large Orders’ will be executed at the following rates :— . )

(a) Cost of raw jute based on the price of Indian Jat Middles as given in the Daily
Market Report of v. Thomas & Co. for the day on which the order is placed, subject to
the maximum price fixed by bye-law of the Indian Jute Mills Association plus -

(b) Manufacturing costs as agreed, plus

(c) Profit at 7§ per cent. on (a) plus (b).

(vi) Prices will be fixed on the above basis by the Adviser on Jute Supplies in cpns'?xl—
tation with, and with the concurrence of, the Controller of Supplies, Bengal, and tiie' Joint
Financial Adviser (M), Calcutta. 'I'he Adviser will make avauable to the Controller and
the Joint FKFinancial Adviser such information as to costs as may be necessary to enable
them to satisfy themselves as to the correctness of the prices lixed and will, if necessary
for this purpose, arrange to give 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 imanufaCturing costs will be .the
subject of review and alteration quarterly to provide *for increases or decreases in the costs.
Such alterations and the consequent alterations in the prices will be fixed hy the Adviser
on Jute Supplies in comsultation with and with the concurrence .of, the Contreller of.
Supplies, Bengal, and™the Joint Fimancial Adviser (M), Calcutta. ‘ o

(viii) ‘Small Orders” will be executed by open competitive tender. It will be open
however to the Government of India to accumulate small orders for the same material
until their total exceeds Rs. 2 lakhs 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 g]eferally in the Industry the capital is turned over vnce per annum,

The agreed profit of per cent, on costs therefore will represent a return of 74 per cente
per annum only on.capital. This compares favourabl

: y with the return on Government
contracts secured by other large scale Indian industries. ’

"APPENDIX XIV.
Note on the Salvage Organisation in the War Department
PART I.—ORIGIN AND DEVELOPMENT OF ORGANISATION ;

The economic strain of the war has caused economy in matérial to become 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 a vital necessity.

The growth of the military forces in India—Naval, Army and Air—and the consequent
increase in stores and equipment in military use implied that a large amount of old material
would become available which' could be used in some other form for military or civil
requirements. The quantities involved. and circumstances of their collection necessitated
a special organisation to deal with the problem,
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2. In July 1942, a Salvage Directorate consisting of three officers “was accordingly set
up under the MGU. at G.H.Q." * The Directorate was charged with : . o
(a) Co-ordination of tne Salvage activities of the Navy, Army and Air Force in Tudia,
5 (bz Co-ordination with. the Salvage and Disposals Organization in the Department of
upply. . o ) e
(c) Collection and tabulation of such statistics as are essential to ensure eficient .eud
econamical control. - o L ’ L
3. Kxamination of the situation indicated that the work required from the nilitary
salvage organization was — " ¢
(a) Direction, supervision and ‘control of the salvage activities of all unite in the (Hree
Services in the India Command and Ceylon. -
(b) Co-ordination of  all arrangements for transportation of salvaged wmaterizl. .
(c) Planning for Salvage Depots to act as reception, storage and disposal points for
salvage arising in India, and coming from overseas. ' o
(d) Disposal of salvaged material within the Defence Services to cnsure that material
capable of use or re-use in a secondary capacity was not' allowed to leave.the Services.
(e) Initration and prosecution of vigorous anti-waste and couseivation measures
throughout. '
{f) Preparation and dissemination of Salvage propaganda. #
. (8) 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 statistics. o
_ 4. To meet these requirements sanction was given for the creation of the existing orga-
nization comprising : . : .
Officer Personnel.—A Controller of Salvage (Brigadier), Deputy Controller and Assistant
Controller at G. H. Q. with representatives of correspondingly lower grading at the
hea;iqutzlizt«e;g of lo;er Ufo;’:f?n; dow;&lto Districts /L. of C. Areas/Sub-Areas. L
nstallations an nits. ort vage Depots. 4 Army/Command Salvage Depots
Up to 12 Sub-Depots and 150 Transit Depots as required. 18 yS/alva.ge Units. g a

Of the 4 Port Depots 3 are in temporary sites lacki ‘oper ilities : :
 depots are in hand snd  work or gﬁhgs ry ,eflsce ;c ing proper facilities : plans . for new

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

5. The organization 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 Depots - as
%gaxinst 16; 12 Sub-Depots as against 23; and 150 Transit Depots compared with 138 in

6. The militaty salvage organization is responsible ouly for the collection, sorting, storage
and reporting for disposal of salvage accruing from -military sources after articles which
- are serviceable or repairable bave been returned to the Service coucerned for re-use. The
Disposal of all salvage to the best advantage is the responsibility of.  the Supply Department
which is building up a ‘“‘Directorate General of Salvage and Disposals” to deal wifh
ralvage accruing from non-military sources and the disposal of salvage accruing from all
sources. The military salvage organization works in very close co-operation with the Supply
Department organization, and working instructions have been drawn up and issued jointly.

- . PART IL—Resuts. \ ,
7. Up-to-date work has been hampered "by difficulty of completing suitable staff and by

.la%k ofdpropetly laid out and equipped depots. Nevertheless, soe marked results have been
achieved. -

. 8. The average monthly receipte in Salvage Units and Depots over the last six months

has been :—-

Non-Ferrous metals . . 85 tons Timber . . . .+ 120tons.
Ferrous metals . . . 1,500 ,, Bottles - . . . . 30,000 Nos.
Tinplate . . . . 400 ,, Broken glass . . . 35 tons
Cotton cuttings, rags . . 600 ,, Cardboard . . ‘ . ~ 80 ,,
Wool rags . . . < 120 ,, Container, tinplate and terne , ’
Miscellaneous textiles i.e., U/8 300 P pl;t;; . . . . 4(106%%0 Nos.
Tentage Mosquito nets, etc . » ac cases . . . . . -
Rubber . . . . . é ,, Electric cables . . . 27 tons
Iimthﬂ . e . . . 60 »” D.l'y 091]8 . - . - 48 Iy
Paper . .- . . . 100 ,, Drums . . . . . 28,000 Nos.

In addition a considerable quantity of weapons and ammunition; garments and miscel-

laheous items of equipment have been recovered serviceable from salvage and returned to
stock.

From ferrous metal scrap received from overseas many valuable and much required spare
rarts for M. T. vehicles have been recovered. ’ ’

9. As the result of action by the Military Salvage organisation use of the highest order
has been found by transfer to other branches in the Defence Services of items offered -for
disposal as salvage, e.g.1— . '

»
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240,000 lbs, of unserviceable Kapok, of estimated value of Rs. '2,40,000 from Navy fo
Harness and Saddlery Factory for use on Tank Water Canvas.

12 obsolete Projectors Searchlight, Rs. 17,080 from Navy to R.A.F. for us on airfields.
57,000 surplus table napkins, Rs. 1,00,(!)0,. from Navy to Ordnance for stock.
10. Outlets for some of the main items received are as follows :—

Wool rags.—Shipment to United Kingdom. Current price in United Kingdom Rs. 3,250
per ton as against Rs. 963 per ton in India where there is no reteasing capacity. Antici-
pated minimum annual recovery Rs. 24 lakhs.

Cotton rags.—To paper mills at Rs, 150 per ton. Anticipated minimum annual recovery
Rs. T4 lakhs.

Canvas cuttings and old tentage.—To paper mills at Rs. 170 a ton.
Scrap Rubber.—To India Rubber installations.

Waste paper.—To paper mills. Controller of Salvage is also Adviser on Paper Prodac-
tion to Government of India.

PART I1II.—THE FUTURE.

11. Salvage officers play a big part in the Services Economy Campaign. The combined
salvage and economy campaigns can be expected to bring progressively increasing receipts,
w_hﬁlst the s;;fedyé disposal of salsage will make for keenness by those who collect it and
will ensure that 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 with 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 taken up b 11
General Officers Commanding-in-Chief of Armies and Central Comman > token
direct personal interest in the matter. Co d, who have taken a
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