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Kashmir?
Murree?
Dalhousie ?
Kulu?

These beautiful resorts are served by the

NORTH-WESTERN RAILWAY.

Facilities available for through booking from all
important stations on the N. W. Railway on Rail-cum-
Road return tickets to the above places and from certain
stations on the E.I, G.1.P, BB. & C.I. and B. & N. W,
Railways to Kashmir.

For pamphlet giving full particulars apply to:
HEADQUARTERS OFFICE,

N. W. RAILWAY,
LAHORE
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SERVICE THAT SELLS.

The “ National” sold its first policy some thirty-

one years back. Since then it has issued more than
1,25,000 policies. Its policy-holders have never had

causc to regret their decision. They and their beneficia-
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ries have so far received from this time-tried institution

sums aggregating more than Rs. 1,75,00,000 by way of
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claims. This apparently simple fact speaks volumes for

G

its claims-paying capacity.
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The agents who originally sold these policies have

)

done yeoman’s service to the cause of Life Assurance in

SBAHES

this country. You can also do the same. There is any

“amount of scope for young men with ability and initi-

ative in the ¢ National’ organisation to-day. You will

Y

meet with the minimum of ‘“ Sales resistance” because

3y

as a result of 31 years’ patient, sympathetic and above
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all, resourceful management, the * National” has built
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up an enviable reputation amongst those who buy
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insurance and those who sell it.

Write to us for an agency to-day; it will provide
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you with full fifty two weeks' employment.

" National Insurance Co., Ltd.,

TapIerIe
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554

7, Council House Street, Calcutta."
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Phone Cal; 5726, 5727 and 5728.
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COST FINDING AND RAILWAY ACCOUNTI

The application of the principles of cost finding to the

EAST INDIAN RAILWAY.
transportation services rendered by railways has evoked consi-

SERVICE!
derable interest during recent years. Attempts have been made

!
!
8 £t Bgrs Gt s | iy o U S s e s o o
. . ifferent classes of trans servic . Some years
Dai yD élrjilnl Wﬁ}?ﬁiﬁgry ?er&iﬁgi];vABfD for % ago attention was invited to the discussion on the applicability of
ee ‘

cost accounting principles of railways in our former official
MOGHAL SARAI and SAHARANPUR. organ, The Iudian and Eastern Railways." With the enactment

of the Emergency Transportation Act, the Federal Coordinator
was authorised to institute investigations with the object of intro-
ducing cost finding methods to the operation of the American

i Express Refrigerated Parcels Service—

Every TUESDAY and FRIDAY from HOWRAH
to DELHI.
railways. From the theoretical aspects there can be hardly any
doubt as regards the value of a successiul method whereby the
costs of transportation services might be arrived at. But on
account of certain inherent difficulties consequent on the joint
character of several parts of railway expenditure it was not easy
to allocate precisely the joint expenses between the different
sorts of transportation services. Thus, for example, the rail-
ways undertake passenger and freight transportation, in each of
which the particular service rendered may vary in accordance
with the average length of the journey, the average haul, the type
of equipment used, the ancillary services rendered and the motive
power used. It is not easy in this bewildering mass of compli-
Issue all classes of passenger tickets, furnish infor- cated operating factors to assign precisely the amount of expense
mation to intending travellers, reserve berths and incurred in connection with the movement of passengers or goods.

i Accelerated Express Service— %
B
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compartments and accept luggage and parcels for % The same vehicle, for example, might carry sand or coal along
D,
I
|
g
g
g
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Daily between DELHI and DEHRA DUN. Carries
also Fresh Fruits from DEHRA DUN, HARRA-
WALA and DOIWALA to DELHI and vice versa.

i Street Delivery Service—

For Parcels, Luggage and Fresh Produce at annas
four per maund from Howrah Station to your
residence in Calcutta.

ff Our City Booking Offices—

despatch to all stations on the East Indian Railway. with valuable freight such as bullion, silk, etc. The attempt has,
therefore, been rendered extraordinarily dithcult and not been
adopted for these reasons.

Hours of Business:
From 9 a.M. to 6 p.M. . .
Some knowledge even in an approximate degree was necessary

Calcutta City Booking Offices for the regulation of rates, and the regulatory bodies or commis-

15, BENTINCK STREET. 6, FAIRLIE PLACE. sions who were entrusted with the task of defining and prescribing
139-3, Russa Roab. 116-1, HarrISON Roab. reasonable rates have had to make some sort of compromise by
Army & Navy Stores, LTp. KARNANI BUILDINGS, FREE grouping the expenses broadly between the passenger and freight
98-1, New DiamonD Har- ScuooL Sr. transportation. Detailed instructions for the allocation of the

BOUR RoAD, KipperpoRE,  82-2, CORNWALLIS STREET,

expenses directly attributable to the passenger and freight traffic_

1. Volume IV, pp. 239-42.
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system is the “logical solution of the difficulties of railways.” In an
ad(.hje'ss to the annual meeting of the National Association of Railroads and
Ultilities Cgmlnissionex's in Salt Lake City in August last, he declared that
the forrr}atlon of a single system “should result in a Sim,p]e rate structure
u'nlder differently rated territory, uniform tariff classification transporta-
tion wastes reduced to a minimum and many other manifést benefits.”
Speaking about rate making he stated: “Rates are often fixed by making
comparisons with the existing rates. When such a process is followed the
h1st0'ry of the. latter must be taken into consideration, otherwise, errors may
continue to pile up until finally some rates thus arrived at ma)’r be entirely
too low or too high. It is well to check them with the costs of operation
when there is any doubt in prescribing just and reasonable rates, fares or
charges, for railway transportation. The Interstate Commerce, Commis-
sion has found it extremely difficult in the past to consider the cost of
providing transportation, as one of the important factors in rate making.

The railway business i.s so complex that only a small portion of the
expenses can be charged directly against any particular service, and most
of the so ca}lled ‘common cxpenses’ are incurred for the joint benefit of
severa! services. Hundreds of cost exhibits have been submitted to the
Commlvssmn by carriers and shippers but the methods of assigning and
apportionment of the common expenses have varied widely, and the un-
fortunate result has been that such cost figures could not be accepted with
confidence and often have been almost wholly disregarded in the decisions
reached by the Cgmmission. The necessity to ascertain the actual cost
of the transportation service rendered is ‘becoming increasingly insistent
with the emergence of road motor competition. The need for a reasonably
accurate cost data for both railway and the road services has become impera-
tive. This is indicated by a marked increase in the number of cases before
the Commission where either one or both classes of carriers attempt to
analyse their costs. Mr. Miller referred to the important measures adopted
during the last two years in perfecting the existing technique of costs
analysis. The first of these was the revision of the rules for separating
freight and passenger expenses which had been effective since January 1,
1920. The revised rules introduced on the Ist of January, 1936, have met
certain defects in the earlier system. Secondly the annual and monthly
report forms used by railways in their reports to the Commission were re-
vised to provide refinements in the separation of certain expenses and
more statistical information as to the transactions of the railways. Thirdly
an attempt is being made to localise expenses if and when necessary by
providing for the assignment and apportionment of railway systems, freight
expenses between accounting divisions and further separation of such ex-
penses between those chargeable to road, yard, water transfer, station,
special services, general overhead and taxes. Similar rules for analysing
the expenses of the road transport undertaking are also stated to be under
consideration.
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rates and analysig ralroad statistics which contaimns within stself
che mcans of making o tecung wnendinents as turther experience
t~ gained in the actual operiavon o1 the system.”™ The proposal is
ane ot extraordimary anterest oo all radwin accountants and s
Ldoption s calculated o muroduce an adtogether new nicthod of
approachimg the tmanaal aspects of radway workmmg.  As the
problems of rate mahimyg and o1 accounting are essenually sinnlar
vor all ralways, no apology s necded moreproduoang a sunmary
ot the prill(ip.‘l] features o1 the proposced systen ol cost tinding
deseribed in the Report.

“In most manutacturing ndustnies, sales are m terms of
products whose cost comsiats Turgely o1 matenals entermg direcdy
into the ditterent producis ind Tabonn enaled mprocessing them,
and e deternimng the cost or the products, the mdirect and
over-head CAPRNSe (Trepresonting the rest o1 the cost ) 1~ divided
ateomygr the products Targely on the basis an the vidue of the direct
fahour and material chargad to cach.

In the clectne unbiny idustry, which inany respects s
more nearly comparable with railroading, the product (electricity )
cannot be manufactured i adviance of the time of use, and there
i~ no direct labour or material that can be sdentitied with the
clectrianty sold o cach consumer upon which to distribute indirect
aned over-head expense. This makes 1t necessary, as in the rail-
way industry, to distribute indirect and over-head expense very
largely on the basis o arbitrary ractors rather than on direct
labour and matenal. Because electricity is usually sold on a
shiding (kwh) rate scale according 1o the amount usexd, 1t 1s ditheult
to determine cost i sales units (kw hours registered on consu-
mers’ meters) that are  comparable with  revenue.  Instead.
revenue and expense are more usually divided between the same
prescribed customer classitications, and  comparison is made in
terms of the totals for cach class rather than in the umits (kwh)
in which it is sold.

In railroading we have most of the problems of the electric
service industry complicated by a much greater number of varia-
bles.  In it, dependable costs cannot be obtaimed either by com-
puting cost on the basis of direct expense plus a pro rata propor-
tion of indirect and over-head expense as in manufacturing, or
by dividing revenue and expense into a limited number of custone
classes as in the electric utibity industry. 'l"r:«i.m’ﬂ?trw,kw )

tonnage, motive power, and character of servie®f and most of them ™
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carry a wide variety of commodities ran

: ging from baby carriages
to tomb stones. One shipment may be handled by several roagds

The distance, the equipment, and the number of interchanges
b

yarding and re-classifications are diff : i
yardi iterent for almost every ship-

In order to deal with this unusual numb
necessary, as in the insurance business,
all base cost per car for the rate in question predicated on only a

limited qumber of basic factors, and then to modify it to meet
any special requirements of the particular rate.

The proposed plan is based on this ide
continuation of the present LC.C. Classification of Accounts
Accounting Procedure, form of Annual Report with only min :
changes, and the Rules for the Separation of Passen )(;r al(l)(ll
Freight expense in eftect on January 1, 1936, s

! er of variables it is
first to determiine an over-

a, and permits of a

It contemplates the division of all expenses of each railwa
between passenger and freight services, and the freight portiox};
in turn between the accounting divisions of each railway., The
above-mentioned base cost is to be determined on the b'as.is of
given year or period of years and selected accounting divisi )
of the roads to which the rate in question is to apply. o

The “base cost” would be arrived at by, in effect dividing
the freight expense of each road, or accounting divisi,on hlng
the road is divided into accounting divisions between CI‘:V 'er(fi:
LCL freight, and CL portion in turn between’ hox, refri o
stock, open top, tank and flat cars; and the LCL p(;rtion %e: oo
box and refrigerator cars, all as described at length in the WSeen
tion “Cost Data to be Furnished by Carriers in the F X fe M
Supplement to their Annual Report to the I.C.C” Thorm : ha
divisions of expense (6 CL and 2 LCL) are fo.r pract?ielelg :
poses, comparable with major commodity gr’oups E 6;1 type
of car has been developed through the years to ser.ve a eroug ot
commodities. The proposed plan assuines that the line gzﬁlllléozi

of 50 tons of sand in an open top car we
. would be the sam
cost of handling 50 tons of coal in a similar car 2 the

There would be the four following oy
on the over-ajl
of the above “eight divisions of expense% 7 costs for each

i - .
Terminal Service—Originating and Terminat;
et > inatin,
Line Service—Way Train &
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Line Service—Through Train
Line Service—Other than Train (Intermediate)
(Yarding, etc.)

Terminal services include those portions of the road, yard,
station, water transfer, and other services that relate to the origi-
nating and terminating of a shipment and do not fluctuate with the
length of the haul. Line services include portions of the road,
yard, station, water transfer and other services that relate to
moving a shipment between 2rigin and destination and do fluc-
tuate with the length and the haul.

Allexpense in connection with certain services* would he
excluded from the foregoing figures, and the estimated expense
of only such of these as were involved in the rate in question (and
not separately paid for) included in arriving at the base cost.
lexpense in connection with all other services and special condi-
tions would he left in the figures used in computing the base cost
and dealt with separately.t

The figures up to this point would be based on operating
expense, taxes, and joint facility and equipment rentals including
actual maintenance expense, but no allowance for return on in-
vestment. At this point they would be adjusted to reflect average
maintenance expense over a period of years and to include return
on investment as described in the Section “Adjustment”.

After being so adjusted the cost per car would be divided by
the number of tons or hundred weight of the load to arrive at the
cost in terms of a freight rate.

The Commission would have a small organisation unit, whose
duty it would be to study the proposed plan and the costs produced
under it as a going concern. It would be the duty of this organi-
sation unit to follow all decisions of the Commission with rela-
tion to cost finding for rate making, and to make such modifica-
tions of the plan as were necessary to give them effect; also to
accumulate, coordinate, and catalogue all decisions of the Com-
mission bearing on policies to he followed in determining base
costs and modifying factors, with a view to making them avail-

* Lighterage, CL and LCL; protection against freezing; refrige-
ration; slating-stock cars; racking flat cars; weighing cars; storage; grain
elevators; grain doors, etc; coal and ore wharves; stockyard and handling
live stock; and loss and damage-freight.

1 Not described in this summary.
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able for refer :

Commendri?el ence purposes. 1t would he expected to make re-
e ations t().the Commission, from time to time, for the
Spithcation and improvement of the plan ’

COS
T P)AFT? q’fi?PFT)’)E‘FURNISHFD BY CARRIERS IN THE FORM
A LEMENT TO THETR ANNUAL REPORT
TO THE 1.C C.

4 “rler
. A}iiz};]cz}?:)?r t\\;on]g he reqm:re.d to prepare a Supplement to
informd f()Ir ' to. t_e_Comlmssmn C(m‘taining the necessary
sections tne" etel m{nmg Costs as.descrxbed in the succeeding
fargens 'fmm ?2:18.1C material -for this report would he taken
ely existing accounting  records, and transformed hy
Statistical procedure into cost data, ‘

I'*‘()]]m’vmg is a description of the Schedules that would he
contained in the Supplementary Reports, arranged in the approxi-
mate sequence in which they would he prepared. ‘The description
'S in sufficient detail to show the cost structure. The rules for
the separation and distribution of expense are given on each
schedule, reproduced in the Appendix to the Report.

Separati.on of All System Expense—Between Freight, Passenger, and other
Services; and the Fquipment Portion of Freight Expense in Turn—
Between Types of Equipment. 4

A-1. Same as Schedule 320 in Carriers Ann
a ! ual Report t
showing separation of Operating Expenses, ft]j‘pa):es Oag':ie ]f:CC ”
ment and Joint Facility Rents between: Freight’ Passeglmr:--
and Other Services; based upon the rules promuigated bygti\é

Inter@tatf COmmel ce COm i S'( D) I,S 1 \
b mis 1T em

Separation of System Freight Expense—Between Accounting Divisi
visions.

A-2. Separation of Equipment Ttems of Freight Expenses (fr
om

A-1) between Types of Equipment, with Car Maintenance

Ttems further separated between Types of Cars, and each of
‘ars, cho

these in turn between th t i
attributable to Time. ( Tg A-gt)ﬁrlblltab‘e to Use and that

ule 310 Annual Re-

port, between Accounting Divisions, (To B-1 and B 2)

Sep%ration of Accounting Division F
ransfer, Station, Special Services, and General Overhe d
ad.

B-1.  Separation of Car Maj
aintena
(from A-3) between those:nce Expense by Types of Cars

In Road Freight Trains (To B-2, C1)
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In Road Passenger Trains (Not dealt with in this report).
In Yards (To B-2, C-3).
In Water Transfer (Car Floats) (To B-2, C-4).

B-2. Separation of All Expense (from A-3, with Car Maintenance
items subdivided as in B-1) between:
Road (To C-1).
Yard (To C-3).
Water Transfer (To C-4).
Station (To C-5).
Special Services (To E-1).
General Overhead (To D-1, D-2, D-3, E-1).

Separation of Road, Yard, Water Transfer and Station Expense-—Between
Services.
C-1. Separation of “Road” Expense (from B-1 and B-2).

between :

Terminal Service:
(a) Way Trains—Station Platform (To C-5).

Line Service:
(¢) Through Trains (To D-2).
(b) Way Trains—Running (To D-2).
Common:
(a¢) Way Train—Switching (To C-2).
C-2. Separation of “Common Way Train Switching” Expense
(from C-1) between:
Terminal Service including terminal interchange:
(a) House Tracks (To D-1).
(b) Team and Industry Tracks (To D-1).
(¢) Switch connections (To D-1).

Line Service:
(a) Intermediate Interchange (To D-3).

Special Service:
(a) Icing Tracks (To E-1).
(b) Carral Tracks (To E-1).
C-3. Separation of “Yard” Expense (from B-1 and B-2) between:
Terminal Service, including terminal interchange:
(a) House Tracks (To D-1).
(b) Team and Industry Tracks (To D-I).
(¢) Switching Comnections (To D-1). *
Line Service:
(a) Intermediate Interchange (To D-3).
(b) Intermediate Switching between connections and
connections (To D-3).
(¢) Intermediate Yardings between reporting carriers,
road trains (To D-3).
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Special Service:

(a) lcing Tracks (To E-1).
(b) Corral Tracks (To IE-1).
(¢) Weighing Cars (To E-1).

C-4. Separation of “Wa
' ter Transfer” E
(B-2) between: T hkxpense (from B-1) and

Terminal Service (Car Float) :

(a) Terminal Transfer 1.C1, (To D-I ).
(b)) Terminal Transfer CI, (To D-1).
Line Service (Car Float) :

o (@) Tntermediate Transfer (To ])-3).
Special Service (Lighter) :

(a) Pier Stz-al'ions and House Tracks (To E-1).
(b) Tn;;l‘u]st)nes and vessels at piers or at anchor (To
C-5.  Separation of “Station’

Station Plaroms Iixpense (from B-2) and “Way Train

Expenses (from C-1) between:
Terminal Service .

(a) Of(ﬁ;(; ];:;11)6)31'13@~Originating and Terminating CL

(b) Office Expense—Originati inati )
(o o ginating and Terminating I.CI.

(¢) Platform Expense—Ori
CL (To D-1).

(d) Platform Ex iginat;
pense—QOri t inati
(To i1y, ginating and Terminating

Line Service:

ginating and Terminating

(a) Office Expense—Intermediate

gy Interchange CL (To
(b) Office’ Expense— i
s D_‘;l)m’anse Intermediate Interchange LCL

(¢) Platform Expense—Transferrin
< en route (To D-3).
ummary of Terminal and Line Service T s¢ Wi
Aot By T and L ervice ixpense with General Overhead

D-1.  Summary of Terminal Expense

Pro Rata Portion of Gene[;al Ov(efrix(z:(lc( ?’ 3, _C-4’ C-5) and
between - rom B-2), separated
CL Box Cars

LCL Box Cars

CL Refrigerator Cars
LCL Refrigerator Cars To F-1. According
CL Stock Cars r to Type of Equip-
CL Open Top Cars ment involved.
CL Tank Cars
CL Flat Cars

g LCL Shipments

-
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D-2. Summary of Through and Way Train Line Expense (from
C-1) and Pro Rata Portion of Gendral Overhead Expense
(from B-2) separated between:

CL Stock Cars
CL Open Top Cars l
J

CL Box Cars )

1L.CL Box Cars !

CL Refrigerator Cars ‘ To F-1. According

1.CI. Refrigerator Cars N to Type of Equip-
!

ment involved.

CL Tank Cars

CL Flat Cars

Passenger Train Cars in Freight Trains (Not dealt with in
this report).

D-3. Summary of Line Iixpense, other than Through and Way
Train (from C-2, C-3, C-4, C-5) and Pro Rata Portion of
General Overhead Expense (from B-2) separated between:
CL Box Cars 1
1.CI. Box Cars
CIL. Refrigerator Cars

To F-1. According

CL Flat Cars

Summary of Special Service Expense with Overhead added—By Services
and Commodities.

" L.CL Refrigerator Cars { to Type of Equip-
CL Stock Cars ) ment involved.
CL Open Top Cars (
CL Tank Cars i
!

E-1. Summary of Special Service Expense (from B-2, C-2, C-3 and
C-4) separated between:

Grain

Storage

Coal and Ore

Live Stock—Originating or
Terminating

Live Stock—Resting, Feeding
and Watering

Lighterage CL

Lighterage LCL l To F-1.  According

Protection Against Freezing to Type of Equip-

Refrigerator Cars—Initial \ ment involved.
Icing

Refrigerator Cars — Interme-
diate Icing

Boarding Stock Cars

Racking Flat Cars

Weighing Cars

Loss and Damage CL

Loss and Damage LCL ]

18



138 RATLWAY ACCOUNTS AND FINANCE

The preparation of this supplementary report would be the
only work to be done by the carriers in connection with the
determining of costs in units comparable with freight rates as
part of their regular routine. They would not be required to
complete costs in such units for other than their own purposes.
Such costs would be computed only as needed by the parties having
need for them. Where needed by the Commission, they would
be computed by the Bureau of Statistics of the Commission.”

ROUTINIE COST ACCOUNTING—ITS HISTORY AND
PROBLEMS.

In contnast with the progressive and veforming zeal of the
Cost Finding Report, the attitude of the American Rdilways to-
wards cost finding proposals has been very critical.  An able cx-
position of the arguments of the railways is contained in an
address by Mr. J. J. Ekin, Vice-President and Comptroller of the
Baltimore and Ohio Railroad Company, before the Accouwnting
Division of the Association of American Railroads, on April
30, 1937 at Chicago. M. Ekin's survey of the evolution of the
principal ideas on the subject of cost accounting raises certain
fundamental problems of Railway Economics, and provides on
the whole a stimulating contribution to the current discussions on
the subject. We are indebted to Mr. E. R. Ford, Secretary of
the Accounting Division, for facilities to reproduce the following
extracts from the address.—TEd. Note.

If we are to talk about Cost Accounting, T think we should
give some of the background or early history.

I. Genests.

In the Transportation Act of 1920 the Interstate Commerce
Commission was directed to make an investigation into, and esta-
hlish, accounting for depreciation, in the following language:

“Section 20, paragraph 5: The Commission shall, as soon as practi-
cable, prescribe for carriers subject to this part, the classes of property
for which depreciation charges may properly be included under operating
expenses, and the percentages of depreciation which shall be charged with
respect to each of such classes of property, classifying the carriers as it may
deem proper***”

This feature was of particular importance in connection with
recapture as then included as Section 15-A in the Act of 1920.

The Commission instituted proceedings in the matter of de-
preciation known as Docket 15,100. Later the scope of the in-
vestigation was hroadened to include a proposed general revision
of accounting rules for steam railroads. That docket was known
as Ex Parte 91,
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The effective accounting classification for steam railroads has
heen styled a system of financial accounts, and it was stated in

Commissioner TLastman’s proposed report in Ex Parte 91, August
15, 1920— ‘

KT does not purport to show unit costs or receipts. To some con-
siderable extent, however, these can now be  derived from the financial
accounts with the aid of the operating statistics which ** carriers ** record
and report. Tt is possible, for example, to determine costs and receipts per
ton mile or per car mile, and various other unit results. Principles of what
is known as cost accounting also have been instituted to a limited extent. as
in the separation in the annual report of receipts and expenses as betw’een
passenger and freight services and ol various items of expense as hetween
road and yard expenses.” |

In the year 1927 a proposed new system of accounts pre-
pared by Cost Accountants and submitted by the National Tndus-
trial Traffic League and others carried the principles of cost
accounting very much further.  Their presentations provided
for elahorate segregations or allocations of receipts and expenses
to particular services or operations. The allocations involved
apportionment of various common items of expense upon ratios
derived from statistical information currently maintained, or to
be maintained as a result of the installation of the proposed
scheme.

After this presentation the hearing in Ex Parte 91 changed
radically from a general revision of the accounting rules for steam
railroads to cost accounting.

1. Imitial and Subsequent Steps of Interstate Commerce Com.
mission—DBase from which Cost Accounting in Railroad
Service must flow:

The history of cost accounting as identified with the Intérstate
Commerce Commission, commenced with their issue of the first
annual report on “Statistics of Railways” for the year 1888. 1In
that issue an ohservation was made by the Chief Sta‘tistiéi;'m of
the Commission that an apportionment of expenses hetween pas-
senger and freight service must in some manner he made. ‘

In the next five years. 1889 to 1893, the Interstate Com-
merce Commission statistics reported receipts, cost and profit per
ton mile and per passenger mile. This practice, however was
abandoned for the following reason, as shown in Repor’t of
Statistics of Railways, 1892, pages 86 and 8/—
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“Not more than half the itemis of operating expenses can by any
means be assigned to passenger and freight service.  This fact, taken in
connection with the fact that the average cost per ton per mile and per pas-
senger mile, which was obtained upon the basis of the computation in ques-
tion, was rarely used by Commissioners in judging of fair rates, induced
the Railway Commissioners to abandon this classification.”

Thereafter for a number of years attempts to find costs of
particular railway services were opposed by the Chief Statistician
of the Commission, although conceding that appropriate cost
statistics were useful for checking ethciency of operation.

In 1907 the then effective classifications included in “Trans-
portation Expenses” separations of yard and road expenses in the
hope that this would throw some additional light on the question
of transportation costs. ln that year there was renewed interest
and extended discussion concerning the applicability to railroads
of cost accounting methods used by manufacturing industries. At
that time (1907) the general conclusion was reached by the
National Association of Railway Commissioners that—

“From the facts presented the conclusion can be justly drawn that
the principles and methods of cost accounting which have been adopted
in other industrial and commercial undertakings can in the main also be
applied to the railroad services. Some changes as to details may be
necessary in the application of those principles owing to difference in thie
respective enterprises, but no radical changes would seem to be required.”

This National Association of Railway Commissioners have
from time to time agitated on the question of cost accounting.

In 1910 the Commission found that many railroads, although
not required to do so, had continued to separate expenses between
freight and passenger services, and, in some instances, between
territories.

In 1911 the Bureau of Statistics was directed to take up with
the Railway Accounting Officers the question of again including
in annual reports at least a partial separation of expenses between
passenger and freight services. The attitude of the Accounting
Officers is expressed in the following resolution, adopted in 1913:

“Resolved, that this Committee concurs in the view expressed by the
Special Committee on Corporate, Fiscal, and General Accounts in the year
1906, and that this Committee, after due and deliberate consideration, reiter-
ate that no fixed rule for the division of common expenses between freight
and passenger can be devised which will be equitable to all carriers, or to
the same carrier under all conditions, or to all divisions of the same carrier,

and be it further,
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“Resolved, that the attention of e

fact that even the partial scparation sutgg‘ig'egzz(l({)(;’n :Eltjbg(()):lntl)iessf:r?fg t;) l‘lhc
;.1m0u11’td(()11' ‘expt;ns)es dirvectly assiggablc l(.)v freight or passenger will 1:1\(:0111\1'§
a?r]ﬁm(;ss&;t;lox’::*”(.xpcnsc to carriers with no appreciable benefit to the

In 1914 the Interstate Commerce Commission held hearines
with respect to the expense separation, and under date of Jalilmglb
1915, despite the opposition of the carriers to such a requirer et
specified the basis for dividing all accounts, cxcepting;l mai;lfélrf’
3?:;3(153. way and structures which were, at that time, left un-

During Federal Control the Comunission’s requirements as
to the separation of freight and passenger expenses were sus-
pended. Beginning with 1920 they were reinstated in revised
form, and methods of apportionment prescribed for all the
accounts. In 1924 the Railway Accounting Officers requested
the Commission to make the separation optional. This request
was denied, the Commission stating that experience had shown
that the separation served a very useful purpose and evidence
hased upon it was frequently adduced in rate cases by both the
railroads and shippers. The separation was in effect until Janu-
ary 1, 1936, at which time the rules were revised and extended to
include hire of equipment, joint facility rents, taxes, etc., thereh
dividing total net railway operating income between "ass : d
and freight. passenger

So much for the history of the separation between freight
and passenger expenses, and data which must be used in establ-g,h
ing a basis for any cost accounting system, s

I1.  Suggested Cost Accounting System

In 1927 the National Industrial Traffic Leg ue- intr
in the hearing, Ex Parte 91, the “Alternative pfmn mtlT .«
was stated, was based upon alleged requirements of I:‘ d*" his, it
State: regulation, covering a greatly enlarged and diver Fﬁ L(llal ap.d
qffermg correspondingly increased opportunities for 2 : -tr'flﬂlc
tion and complaint, aud the consequent need for d A
data f'or offensive and defensive purposes, espe _anequate cost
provisions of Section 15-A with respect to “flonéstcm dy when .the
management, and re-capture” are taken into cor;sizn Cronom eal
proposed plan attempted, among other things to‘eratlon. The

(a) State the periodic financial status, ’

(b) Classify expenditures and receipts according to their characte
r,

oduced

SEPTEMBER, 1937] ROUTINE COST ACCOUNTING 143

(¢) Protect capital by accounting facts which relate to its exhaustion
and subsequent restoration—depreciation.

(d) To promote efficiency and economy in operation and maintenance
by disclosing performance costs.

(¢) Differentiate between public service, cost thereof, compensations
received therefor, and private enterprise, its costs and compen-
sations—construction by the carriers in their own shops of
equipment and other items of property which would other-
wise be purchased from industry.

etc., etc. :
This would require accounting data separately for the three
major railroad transportation functions—

1. Line Haul

2. Station.
3. Train Terminal.

1t was proposed that under the general headings would be groups
of “Line Haul”, “Station”, and “Train Terminal” primary
accounts. Under “Station Accounts”, for example, would be in-
cluded the following:

General station structures.
Special structures for agricultural products.
Special structures for animals.
Special structures for mine products.
Special structures for other freight.
Special structures for passenger service.
Station motor service structures.

etc.

Individual repair cost data, etc., would be required for

refrigerator, stock, tank, gondola, hopper, box, and flat cars.

The plan intended to account separately, in addition to the
orthodox maintenance of way, maintenance of equipment, trans-
portation, traffic and general expense groups, for water line
operations, motor line operations, and the large group of
so-called incidental operations, which would include din-
ing and buffet car service, hotels and restaurants, grain
elevators, etc. Llaborate analyses of the expense of
each was provided and to extend the cost accounting scheme
there were two primary accounts, one through which credit would
be allowed for transportation for investment, and another, credit
for the transportation for conducting operations, the latter a radi-
cal step. Through the operation of clearing accounts which
would include general over-head expenses, etc,, all expenses would
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finally lodge in the primary accounts provided, from which it was
intended to draw the cost data in order to show net results from
the following service—

Freight Train.

Suburban—Passenger Train.

Coach—JPassenger Train,

Sleeping—Parlour Car.

Dining—Buffet Car.

Baggage—Mail—Passenger Train.

Express—Passenger Train.

Mitk—Passenger Train,

It must be remenibered the plan ambitiously provided for the
further separation of all those services between the three func-
tional costs originally mentioned—Line Haul, Station, and Train
Terminal.  The proponents of the Alternative Plan were care-
ful to explain that it is not intended to eliminate the necessity for
special cost studies.

At the same hearing another cost accounting plan was sub-
mitted by the Chairman of the Statistical Committee of the
National Association of Railway and Utility Commissions. This
plan was not as comprehensive nor as gmbitiuus as the one intro-
duced by the National Industrial Traffic League. There would,
however, be separations of the expenses in the general groups
into functions of Line Haul, Terminal, Station Service, Yard
Service, etc. LLquipment expenses were to be divided between
owned cars, foreign carrier cars, privately owned cars, and those
divisions, in turn, subdivided, for example, in the cases of owned
cars—between repairs made by the owning carrier, by foreign
carriers when cars were on their lines, and repairs made by out-

“side shops. As in the case of the Alternative Plan, the distri-
bution of common expenses for various services involved in many
instances, apportionment upon ratios derived from statistical in-
formation available or to be furnished by the carriers. Ope thing
was clear the proponents of this plan did not claim that it would,
in itself, show the costs of the various services, but, rather, that it
would lay a much better foundation for special cost studies than at
present existed.

They desired, in connection with their plan, a uniform and
better method of allotting revenues and expenses to States, the
annual reporting of property values by States, using Interstate
Commerce Commission primary valuations as a base and utilis-
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ing subsequent net annual additions and betterments; and, ap-
portionment of revenues, expenses and valugs by rate scale terri-
tories, coupled with the definition by the Interstate Commerce
Commission of the precise boundaries of those territories.

The Taylor Society, a professional society whose chief
interest is the study of management in an attempt to derive and
formulate principles which will promote what may be called the
science of management, presented evidence with regard to the
application of cost finding, or cost accounting in use in private
industries and to some extent, also, in the public utility field.
The theoretical and practical sides of the question were deve-
loped by this evidence. Mr. J. H. Williams was their chief

witness. Some observations of the witnesses of this Society
were—

“Those units of cost must be derived by a close analysis of the
operating facts based upon observation and experiment.”

“The number and kind of summaries or reports which are worked
up from the unit data should be determined by the needs of the particular
managerial situation.”

“Cost finding should be dynamic rather than static * * * it must grow
and solve out of experience and should be subject to continual study, modi-
fication and expansion to meet developing needs.”

The railroads’ position was one of unalterable opposition to
any form of continuous, routine cost finding, advancing as some
of the reasons the following:—

The plans submitted did not provide any yardsticks for measuring
economy of operation.

The basic data, voluminous and unwieldy, to be compiled currently,
without avoiding necessity for special cost studies and field
investigations.

Necessary bases for making the apportionments were not, as a gene-
ral rule, provided.

One of the large items of expense—car repa.irs—has not, to date,
been divided upon any scientific b351§ between types of
cars, or between line and terminal service, and that no sug-
gestion as to how this might be accomplished was contained

in any of the plans presented.
They would not, as suggested, produce costs of particular commo-
dities transported, or the cost of transporting commodity

groups.
19
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New statistical data required for the pu
necessitating expensive clerical hel
as speed dross ton miles,
transfer miles, etc.

pose of allocating expenses,
p, for such allocating factors
allocated car foot space, gross ton

Would disarrange and distort for comparative purposes the com
ponent parts of not only departmental ,
oeratin retion accounts, but alsg

Provide for the distribution of taxes and rents

to prim in-
tenance accounts, etc. primary main

The proposed report issued after the hearin
other things, that relative costs are, on the whole, more important
than absolute costs, and it is seldom necessary to assign the
responsibility for common expenses with meticulous detail and
that notwithstanding the problem of allocation or apportionment
is plainly an important one and much more exte
into the matter is necessary than has so far been had. Further
the report showed the proponents of neither the Alternative Plan’
nor the Bitney Plan, were able to advocate their pro:
posed methods with entire confidence, and it is also
evident that the matter of additional expense involved
and general practicability is of great importance and in
need of extensive research, particularly becaygse of th
great magnitude and unusual characteristics of the railroad :
dustry as compared with private industries, which are succe
tully using a system of cost accounting.

g, stated, among

nded inquiry

in-
SS-

»

As a result, the Commissioner recommended in his proposed
report:

“That the Commission find that it is not justified on
prescribing a system of continuous, routine cost finding,
panying statistical requirements, but that it has been shown
clear warrant and need for further intensive 'research into
and that it should be carried on under the auspices of the Commi

this record in
with  accom-
that there is
this subject

ssion * * *77,
On the twenty-eighth of March 1936, under the Commission’s
order, the proceeding in Ex parte 91 was discontinyed.

So much for the first “Chapter” on this subject,

In the Emergency Transportation Act of 1933, Section 13
the Coordinator was charged with the duty of improvi’ng transpor-
tation conditions throughout the country, including cogt ﬁn'dinp ir;
rail transportation, in the following language :— &
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“Section 13. It shall further be the duty of the Coordinator, and
he is hereby authorised and directed, forthwith to investigate and consider
means, not provided for in this title, of improving transportation conditions
throughout the country, including cost finding in rail transportation and
the ability, financial or otherwise, of the carriers to improve their pro-
perties and furnish service and charge rates which will promote the com-
merce and industry of the country and including also, the stability of rail-
road labour employment and other improvement of railroad labour condi-
tions and relations.* * *”

Pursuant to the duty imposed the Federal Coordinator em-
ployed Mr. John H. Williams, the expert witness for the Taylor
Society in Ex Parte 91, who with Mr. C. H. Crandall, of the
Bureau of Accounts of the Interstate Commerce Commission, and
a Committee of Railroad and non-railroad men, were to investi-
gate and report upon a cost finding plan for railroads.

The Coordinator stated that State Commissions and the
National Industrial Traffic League were to be invited to appoint
representatives for service on this advisory committee.  The
impelling motive suggesting research by this special committee,
was made clear by the Coordinator in his statement of September
19, 1933 (taken from his report in Ex Parte 91, August 1929):

“It is also sufficiently clear that while a public hearing in an in-
quiry of this kind serves a very useful purpose in focussing attention upon
the problem and bringing to light the essential underlying questions, it is
an ineffective and inefficient means of arriving at definite and detailed
conclusions. The tendency in a public hearing is to array against each
other very positive and emphatic statements of conflicting views. Partisan
antagonism is magnified and accentuated. For many purposes this method
of inquiry has positive merits, but when the subject matter is an accounting
system, involving innumerable details which ramify and extend into all
manners of questions of practical administration, operation, and even
applied mathematics, the better method of inquiry is plainly something
akin to scientific research which can be carried on away from the forum,
can penetrate into the field of actual operations, and can even, if need be,
undertake various tests and experiments.”

Shortly after embarking upon the study, Mr. Williams ex-
pressed the desirability of having the reaction of railroad men not
engaged with him in the work. For that purpose he invited Mr.
Fell on the Pennsylvania, Mr. Thomas of the Chesapeake and Ohio,
and myself to meet with him and discuss the problem. The out-
come of this conference, generally stated, was a severe criticism
of the proposed report; the pointing out of many defects; the
impractical and difficult features involved; and the great-expense
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of the continuous cost finding system proposed; and, that the
current expense would be occasioned in the compilatién of data
for which there would be no current need.

The members of the Advisory Committee of the Associati
of American Railroads, after full discussion of the plar ; I'OE
Messrs. Williams and Crandall, declined to lend apl)rolv 11t wit
cost plan which their judgment condemned, and wh'ichatl \ abny
ll.eved would eventually lead to the abandonment of the c]e'y' <
rights.  Mr. Williams’ plan did not receive gentle treatmer?tI rlgr;
in the Coordinator’s own family. The Section of Trans ortwtl't )
Service criticised the expensive, continuous routine cos[i ﬁrzlld;roln
features, and presented their revised creation. Their plan s
vided that objectives— pran pro-

(1) Personnel responsible:

(2) Kind, type, and quantity of labour, service or materials acquired
or applied;

(3) Carrier and geographic location ;

(4) Facility, individual and type to which the application is made ;

(5) Service in which it is incurred, both generall

etc.: Y, and particularly,

were to be obtained without disturbance of the
cation of accounts by earmarking expenditures
original entry with respect to the matters Just enumerated d
correlating them with primary traffic and operative service’ i
similarly localised. The purposes of the correlation would ’Sen l :

(1) To localise all services and directly allocate many expenditures

which at present must be apportioned isti i
. statisticall
studies are to be made; ally, 3t cost

present classifi-
at the time of

and

(2) To furnish data by which joint costs mi
accurately between locations, faciliti : .
the ser\{i}cle factors, such as tra?:fltlerfl’ilgsr, Sgel‘fglslsce:;mby u§]1ng
locomotlve‘ ton mil'es, and the like, whick apply at the m; 23:
cu'lar location, or in the particular service, instead of SI,) tr i
wide average factors such as are NOw necessary. ystem

Under the proposed Section of Transportation Service pl
each debit item—voucher, payroll, journal entry, etc.—w Celg abn
analysed and mechanically recorded on tabulating cz;rds n ~ }(:
form as to permit subsequent tabulation, if, as quq when rzn .s_ucd
from every standpoint. Such records would contain fyll 3 count.
ing as well as statistical data, resulting in complete hamfocg;rgi

ght be apportioned
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accounts and statistics at all times. The plan was accompanied
by the somewhat paradoxical statement—

“The total expense of keeping accounts in this matter should be
less than the present cost. While the expense of accounting might be
increased, this increase would be offset by the elimination of much statis-
tical work in the other departments and the avoidance of duplicate work
thereby entailed, not only in compiling present statistics, but in attetnpting
to reconcile them with one another or with the accounts.”

The section of Transportation Service plan, while prepared
in quite some detail, was not, as far as we are informed, released
publicly, and remains in the cost finding records of the Coordi-
nator.

Action on the Williams cost finding plan, the carriers were
led to believe, had been deferred by the Coordinator; and, the
Bureau of Statistics of the Interstate Commerce Commission de-
legated to develop such costing as was deemed necessary, by easy
stages. However, due to the Coordinator’s tenure of office ending
June 16, 1936, the Williams plan was hurried to completion and
released.

Representatives of the Commission’s Bureau of Statistics
also believed the Williams plan was too meticulous, too exten-
sive, toe expensive, and a continuous effort for which there is
no plain need. Based upon that conviction, the Bureau of Statis-
tics is endeavouring, in carrying out the duty imposed upon them,
through the medium of actual studies, tests, etc., to arrive at
uniform methods for analysing the expense of types of service,
which will be sufficiently accurate to warrant the confidence of
the carrier and the Commission officers, with a minimum of dis-
turbance to carrier accounting routine, and a minimum cost of
carrier preparation of the necessary exhibits. The exhibits to be
used when, as and if the carriers, or the Commission, desire to
localise expenses, would provide for assignment and apportion-
ment of system freight expenses, between accounting divisions, and
a further separation of such expenses between road, yard, water
transfer, station, special services, overhead taxes. The data thus
obtained may be supplemented by such other exhibits as carriers
may desire to furnish in particular cases. The futility of preparing
elaborate and expensive exhibits based upon formule, never ap-
proved by the Commission, and, therefore, given little, if any, con-
sideration due to lack of confidence in their accuracy and the
inference that the apportionment methods used were those selected
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after trial of several factors
longer be emphasised.

As stated, due to the Coordinator’s tenure of office ending
by Mr. Willi i

completion and released by Mr. Eﬁstrrll-arzv 11#:£iaYigoh?£fled -
under‘dat? of June 5, 1936 as a “Report on Cost FindinO ilnlz;'tqll"
way SGI‘YICC for Regulatory Purposes”. Tt so hap en§ tg 1:al i
day, April 30, 1937, this report of the Federal Coordinger
Trangmrtation is on the docket for consideration by the g;) 0d
of Directors of the Association of American Railroads at i

meeting in Washington. | ‘ s

to produce the desired result, will no

T}}e important feature, as I see it, is contained in Mr. East-
man’s introductory statement, from which the

followi i
quoted: orne s

“In recent years, however, new intarest in railroad cost finding has
developed and grown rapidly. One reason for this has been the exten‘t
tO'Wthh other large industries have found it both practicable and bene
ficial to adopt continuous routine systems of cost finding, not only for th-
control of expenditures, but also for product pricing. Another and m )
important reason has been the great development of competition from otl(ire
f.orms of transportation, making it essential for public regulatory auth er
ties as well as the various transportation agencies to haye as defm);te k ori-
ledge as possible of service costs in order, particularly, to preve tnow_
cutting from being carried beyond sound economic ]imits, o PrCVent rate

The inference is that the continuous roy
finding might be of advantage in the contro]
fixing rates to prevent rate cutting beyond e
do not believe that continuous routine cost
as have been proposed would add to the valye of the present
system of accounting in controlling expenditures, nor could it be
used as a basis for fixing rates, and would be of little, if any

’ ’

use in preventing rate cutting. This will be dealt with in more
detail later.,

tine systems of cost
of expenditures and
conomic limits, We
finding systems such

Vi. Conclusions.

All who have been associated with thj

of ti.me will appreciate the particular pro
carriers. The Commission knows, also, the i

ip which they need help; all of those problemls),a zgl?élia; Iil(')(;blems

tlol?, it is hoped, may be solved, and ways found to p;‘%:oduceps3 1‘:—

desired in L {h rgost efficient and inexpensive manner., ay

e
alse#é‘ﬂi?'w‘ ooy
uF%lght- ran )

>

s subject for any length
blems that confront the

: It may
ing releases such as “Average Railroad

ts” issued by the Bureau of Statis-
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tics in December 1936. In this release the Bureau states that the
data:

“* * do not * * show the cost of carrying traffic by a particular route
or in a particular region, or for a type of traffic which involves an unusual
amount of interchange of other extra service.

“Again these costs as rate guides, take no account of the fact that it
is customary to classify freight to some extent as to its value and in other
ways vary rates according to what the traffic may bear, nor do they take
account of the fact that it may be justifiable to add an extra profit to freight
charges to cover the deficit which may be incurred in passenger service. In
other words, these costs treat the freight service as a separate business
which is made to bear only a part of the return on roadway investment and
a part of the cost of maintaining the roadway according to the use made
of it by the various services,”

Also,

“These cost rate tables make no allowance for the fact that rate scales
are commonly based on the short line distance, although! much traffic moves
via circuitous routes.”

“Such average costs as are here presented can rarely alone be de-
terminative of what a rate decision should be in a particular case, because
it is necessary in rate cases to consider the place of a particular rate in
the general rate structure, the regional differences in cost of operation,
commercial conditions, and many other factors.”

With those shortcomings, any presentation of that character
is premature, and has a detrimental effect upon the efforts being
made to ascertain in a simple, comprehensive, inexpensive way,
the data necessary for use in individual localised rate cases.

That procedure which may be characterised as the spec.ial .
study method, has been advocated by the carriers from the begin-
ning of the cost accounting discussions. They have repeatedly
advanced the thought that if the Commission must have cost data
in connection with its duties in establishing rates the data should
be obtained by the “special study” method.

Rates if based upon cost alone, would create chaos. Twenty-
five years ago it was stated by the Commission—

“If a carrier may raise all rates to a basis whe}re each will bear it.s
share of cost, including all costs, and no lower rate 1s reasonable, th'.en it
must follow that all rates are unreasonable which yield to the carrier a
greater return than such cost. Under such theory W'h'at. would be the
rate on tea or silks, or high priced horses, or delicate machines? Is there
to be no classification plus insurance risk? If so, the tariffs of every
railroad in the United States must suffer a revoliiss e el

All that is true to-day—

AT

Xovvs v oy o

(e
\

[
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“There is no flexible limit of judgment if all rates must be upon
a level of cost, and out of every dollar paid to the carrier must come a
fixed amount of return for capital invested.”

After a thorough consideration of this subject the conclu-
sion may be offered that there are no new recommendations con-
tained in any of the material recently released that would make
necessary an alteration in the position which the carriers have
taken in opposition to the principles involved in continuous routine
cost finding,

The conclusion may also be reached that carriers are definitely
opposed to efforts to establish rates based upon cost alone, for
the reasons that in their experience they know that rates thus
established will not be responsive to the necessities of commerece,
and that they will not be satisfactory to either the shipping pub-
lic, or the railroads. It would be impossible to generally revise
the present railroad rate structures hased upon cost of service
theory without seriously affecting the economic structure of the
country.

It may also be concluded that the present progress along lines
of establishing standard methods for all special 7cases, res(zulting
in localised studies, as now suggested by the Commission’s Bureau
of Statistics, should receive the wholehearted cooperation of the
carriers. The method of approaching this subject suggested by
Commission representatives, should be endorsed by the Account-
ing Officers. It may be briefly stated as follows: |

(1) Develop a standardised method to be applied as far as practicable
in all Commission cases, but which can be supplemented by
any special exhibits which the carriers may wish to present.

(2) This method should be based primarily upon the operating
statistics generally kept by railways for managerial cOnt‘mg]
purposes, supplemented by special tests to be made only when
necessary.

(3) The expense of maintaining a continuous system of cost ac-
counting would be far in excess of any possible value to the

railways so long as the Public Policy requires a stabilised
system.

These tests when agreed upon should not in
. nclude all of th
railroads, but what may be termed “typical roads” should b:
1s)e]fected ;md the experimental tests made in order to develop facts
efore the adoption of any general plan for i I
special study, | Sap p preparing such a
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In considering this problem and establishing any proper
method of accounting facts must be recognised. The great por-
tion of transportation in this country is still performed by rail-
roads; at least 70 per cent. of the volume of traffic is still handled
by the rail carriers, which, as pointed out many years ago, are the
arteries through which the commercial life blood of our nation
flows. There is a difference between the railroad industry and
other industries.

The railroad is engaged in producing train miles to haul
passengers, mail and freight traffic, and, unlike other industries,
it cannot manufacture these in advance and store them for market
—the railroads have to be ready to perform the service when de-
manded. Industries may establish cost accounting systems for
determining the market relations of the many thousand products
manufactured but the railroad cannot do this with respect to the
commodities handled in its trains.

The foregoing is a fact that must he recognised when com-
paring the accounting necessities, particularly when the rates
charged by the railroad for transporting persons and goods are
regulated by State and Federal authorities, which is not true as
to the industries manufacturing goods.

As before stated, there should be no mystery in railroad
accounting. It is simply auditing into the treasury the receipts
from the sale of transportation through the medium of tickets and
freight bills, and auditing out of the treasury, through the medium
of time cards, material orders and service bills, the cost of pro-
ducing this transportation, as represented by labour, fuel, mate-
rial and supplies.

There should be a reduction instead of an expansion in the
number of accounts. The accounts, as few in number as possible,
should be constructed so that a distribution can be made from the
detail of timekeeping, material disbursement, etc., with the least
expense and so stated that they may be of use when it is neces-
sary to make special cost studies for a specific purpose.

In the past I have stated, and I am still firm believer in
obtaining actual cost of performing transportation as represented
by the fundamental items of payroll, fuel, material, taxes and
other items. My views on so-called cost accounting as submitted
by those not directly connected with the railroad industry have
been expressed as a witness and in discussion.  The situation,

20
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as I see it, is absolutely different between a public regulated rail-
road transporting the goods and the unregulated industry which
produces or manufactures the items to be transported. 1 do not
subscribe to the belief that there is going to be a fixing of prices
for commodities nor a fixing of freight rates, but these will change
from time to time as social and economic conditions change.

With the rail transportation carriers performing a service
at the demand of the public, I am opposed to any expensive attempt
at routine cost accounting for the expressed purpose of measur-
ing rates. 1If, in the judgment of the Interstate Commerce Com-
mission, the necessity arises for a study of cost in connection
with the establishment of a rate, then that can be done under
rules prescribed by the Commission without incurring the ex-
pense of a national continuous routine cost accounting system.
I believe this fact is recognised by the Interstate Commerce Com-
mission and we, as Accounting Officers, should cooperate with the
Commission in securing whatever facts may be necessary in the
interest of all concerned, including the public, but without in-
curring the useless and endless expense of so-called routine cost
accounting.

PAYMENT BY RESULTS.

Payment of a fixed rate of wages, irrespective of the quality
and quantity of the outturn, is not always the best way of .gtetting
the maximum out of lahourers. This mode of remuneration no
doubt gives the workers a sense of security by ensuring a parti-
cular sum on the expiry of the wage-period and thus indirectly
exercises a healthy influence over their mental and physical wel.l-
being, but it, on the other hand, deadens, to a large extent, their
individual energy, initiative and efficiency, as they know that
nothing will be gained by putting in exceptionally hard work an'd
the will to improve ceases to inspire them, when improvement is
not followed by pecuniary rewards.

Various methods have been devised in factories and work-
shops to encourage payment by results without abolishin.g alto-
gether the benefits of time-wage. In addition to retaining _the
daily or monthly wage, they provide that workers possessing
intelligence and faculties of a superior order will not .merely
draw their fixed salary, but also additional remuneration in pro-
portion to the excess of their output over that of an ordinary,
average worker. Under this arrangement, the .labourers are
actuated in self-interest to complete their jobs as quickly as possi-
ble and they do not require close attention frorr.l supervisors.
Moreover, workshop machinery are utilised to their fullest capa-
city, because rate of production becomes faster than unnder. ordi-
nary circumstances. Thus, overhead charges are cut down in two
different ways.

Indian Railways own big workshops and are large employers
of labour. So, they too had to solve the problem of remunera-
ting workmen in a way which would draw the best out of ther.n.
While simple piece-work system still preponderates, some rail-
ways have adopted other methods which appeared to them more
suitable for their local conditions. So far, no serious attempt
has been made to study how far the theoretical advantages claimed
for the bonus system have been actually realised an.d if it has at
all yielded the good results which are expected of it, nor has it
been ascertained which particular method of payment is the most
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suitable for railway purposes. It is worthwhile to have such an
enquiry and to introduce, if possible, a uniform procedure over
all the Indian Railways. The nature of work done in railway
workshops is practically the same cverywhere, there is therefore
no reason why the manner of payment which, after careful exami-
nation, is considered most advantageous from the point of view
of the employer and the employee jointly, will not successfully

replace the divergent practices which are at present in vogue in
different places.

The various systems of payment chosen on Indian Railways
—from the ordinary piece-work to the complex premium bonus—
were all based on Iinglish practice.  In England, bonus payments
have undergone many refinements and some of these are named
after their respective authors, c.¢., Halsey-Weir, Rowan, Emer-
son bonus and so on. It cannot be stated that any one of these
principles of remuneration has been found uniformly more use-
ful than the remainder. On the other hand, some of these seem
to be specially suited to the peculiar needs of a particular industry,
i.c., textile, iron and steel, ship-yard, etc,, although they may not
possess an ahsolute advantage over others. As far as the rail-
way workshops are concerned, there is a strong argument for
adopting a common procedure everywhere, because the nature of
work, iz, manufacture and repairs to rolling stock, is the same
at all places.

The various modes of payment by results now followed on
Indian Railways are briefly described below—

N.W.,, LI, B.B. & C.I, and B.N. Railways—Simple piece-
work—A rate (labour value) is fixed for each job. The differ-
ence between this rate and the amount earned by a workman a5
his ordinary wages d‘ur‘ing the time which he takes to finish the
job is either profit or loss to the man.

G.1.P. Railway—Piece-work System is not in vogue except in
Matunga where Rowan Bonus payment has been applied only to
one job, viz., wheel-turning.

M.S.M. Railway—Halsey-Weir System—A job-rate is
adopted for each piece of work. This job-rate or “standard”
time is arrived at hy adding two-thirds to the “estimated time”

(1) time taken to read the drawing and instructions
which consists of the following:— .

’
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(2) time taken to set the machine; apd
(3) time taken for the actual operation.

Whatever time the workman is able to save out of the stand-
ard time is divided between himself and railway in equal pro-
portions. In other words, the bonus payable is half the differ-
ence between the job-rate and the time taken.

E.B. Railway—Rowan Bonus System—The “standard” or
“basic” time is fixed by adding 50 per cent. to the time actually
taken by an average worker to complete the job in the presence
of an investigator. If a workman is able to finish the job in less
time, the time saved is shared between him and the railway accord-
ing to the following formula:—

Time taken X Time saved

= Bonus in hours.
Time allowed

If the time taken is more than the standard time, it is treated as
loss and noted for recovery from subsequent profits.

All these systems which appear theoretically sound are not
free from vulnerable points. The work of determining piece-
work rates or job-rates is a technical one and unless proper safe-
guards are taken to estimate the time accurately, “standard time’’
may be fixed too liberally which will allow bonus even to indiffer-
ent workmen. Again, recording of the time taken by a workman
may be so manipulated that he may be credited with having saved
more time than what he actually did. This is made possible by
collusion between the workmen and their immediate superiors.
Apart from what the railway may lose through such dishonest
methods, there are certain items of additional expenqiture asso-
ciated with payment by result which cannot be_avmfield. For
instance, rate-fixers are necessary to “time” various jobs, clerks
are employed to calculate the premia earned by workmen. Ex-
pensive cards are used for recording the commencement and
termination of operations. All these are not required when pay-
ment by time is in force.

In E.B. Railway workshops, a workman employed under
the Rowan Bonus System for a part of the month earns as bonus
30 per cent. of his wages for the corresponding period.  The
total amount now disbursed as bonus at Kanchrapara is approxi-
mately Rs. 4,000 per month. As the extent to which work has
been expedited due to the introduction of this system (t.e., how
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much additional time would have been taken for doing the same
kind and quantity of work, had not the system been in existence)
cannot be measured, it cannot be ascertained what amount has
been saved in respect of wages and overhead charges. It is thus
difficult to state whether, on the whole, the railway is suffering any
loss or not on account of payment of these profits.

RAILWAY ACCOUNTS AND FINANCE

All these considerations naturally provoke the question—if
it is worth while to retain and encourage payment by results or we
should revert to the simple and straightforward time-wage. Ifitis
possible to devise some plain means by which superior skill and
efficiency of labourers can be rewarded, abolition of payment by
results may be advocated; otherwise, it will be necessary to find
out, by careful investigation, the particular system of remunera-
. tion which is most suitable for railway workshops and to adopt

it as a general measure everywhere in the place of relatively
wasteful methods which are at present in existence.

P. K. Sarxkar.

REVIEW.

Railway Rates in Relation to Trade and Industry in India:
By R. D. Tiwari, M.A., L.L.B., (Longmans, Green & Co. 1937.
au + 333, Price Rs. 6.)

This work is issued as a recent addition to the “Studies in
Indian Economics” series under the editorship of Professor C. N.
Vakil of Bombay. The work is based on a thesis originally pre-

pared by the author for his M.Sc. degree and was later expand-
ed into its present form.

There are so few books in India on Railway Economics and
particularly on the subject of Railway Rates, that an up-to-date
study emphasising the industrial aspects is welcome. Mr. Tiwari
discusses in the opening chapter the theoretical basis of rates and
fares and gives a good summary of the theoretical principles
which hold the field at the present day. In the remaining seven
chapters the author examines the railway tariffs which operate
on a number of industries namely, raw cotton exports and the
the cotton, woollen, cement, coal, sugar, wheat and wheat
flour and paper industries. Mr. Tiwari has made use of the
important literature available, specially the Railway Rates Advi-
sory Committee’s reports. His method is admirable and he has
succeeded in giving an interesting picture of the changes in the
railway rates. At the conclusion of the survey of each industry
he gives his suggestions for improving not only the rates adjust-
ments of the railways but also the internal organisation of the
industry. Thus, as regards the coal industry he proposes an
internal organisation and a rationalisation of both production
and disposal. He recommends that the collieries in Bengal
should extract only first class coal which runs counter to the
conclusions of the Indian Coal Mining Committee. As a result’
of his studies on the conditions of the different industries the
writer finds the rates policy of the railways unduly individualis-
tic, competition between the railways themselves, difficulties aris-
ing from the break of gauge, absence of rate regulations and
preferential rates. He urges a national rates policy as a true
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supplement to the scheme of discriminating protection. While
one might sympathise with these views it is difficult to sed how
when industries and business themselves are in a formative stage

the railways can automatically react without the pressure of de-
mand from them.

One would have wished very much in a work which deals with
the details of railway tariffs a chapter devoted to a brief treatment
of the existing rates structure, the scheme of goods classification
and the rating system.

OFFICIAL PAPERS.
RAILWAY APPROPRIATION ACCOUNTS.

The Appropriation Accounts of railways in India f‘or' the ﬁnanFial
year 1935-36 has appeared as usual in two parts, one containing the review
and the other, the detailed appropriation accounts. There is, however, a
change in the authority in whose name these two documents are issued. It
is now brought out in the name of the Chief Commissioner of Railways
instead of the Financial Commissioner. This, however, as may be_ gathered
from the proceedings of the Public Accounts Committee' does not imply any
real change of procedure. The present review, it 1s stated, had been
written as in the past, by the Financial Commissioner, anfi has been S}Jbse-
quently passed by the Chief Commissioner. By so doing the .Rallwgy
Board have made themselves formally responsible for the pub'llc:.mon while
the documents represent the views of the Financial Commxsgloner. It
appears that the view adopted is that the Officer mainly resPon51b1e f.or the
spending of money should accept responsibility for the review and in this
view the Auditor-General has also agreed.

The financial review somewhat reduced in size this year deals w?th
its principal object of comparing the actual 'expendlture of the year with
the grants and appropriations under the various heads of grants as voted
by the Legislative Assembly or sanctioned by the Governor-General in
Council.

It is gratifying to find that the Railway Board’s es.timates have on
the whole been very much nearer the mark. The erendlture of the I.'all-
ways is.examined under the groups ad_opted in the reviews for the previous
years and explanations on the variations on the Budget and the Revised
Estimates are explained. Among the voted grants exceTsses occurred on
the expenditure on Grant No. 1, Grant No. 45 Grar_lt 1\0.. 6¢ and Grant
No. 11. The highest however was in connection with Grant No. 6c to
the extent of Rs. 3.86 lakhs. Of the non-voted appropriations there were
excesses in two cases Grants Nos. 6a and 8. It is stated that there were
no cases of irregular re-appropriations from one grant to another during
the year but in allotting to the various railways out of the .Sup‘pler'nentary
grant of Rs. 20 lakhs under Grant No. 6bc, March, 1936 the distribution was
different from that given in the book of supplementary demands for
grants owing to ambiguity in the orders. There were a number of cases
as usual in which the estimates showed room for improvement.  The
stores balances showed a slight increase of Rs. 6 .lakhs, and amoun.ted to
41 per cent. of the issues during the year as against 45 per cent. in the
previous year and therefore nearer the normal figure of 40 per cent. of

the issues.
21
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A change in the form of accounts consequent on the revised pro-
cedure of calculating the amount of the contribution to Depreciation Fund
is also referred to. The account in its present form gives nominal balances
in the Depreciation Fund and temporary withdrawals met from the fund
on account of the loans to Revenue for special expenditure and to meet
the deficit. In making allowance for loans for special expenditure there
is a surplus of contribution for withdrawals in respect of each railway
with the exception of the Bezwada extension and the Dhond-Kurnool
and the Jodhpur railways. In the case of the former two lines, the defi-
ciency is attributed to the fact that in carlier years the credits to the fund
were included witly those for the M. & S. M. Railway while the debits
were shown against these railways. It is now impossible to disentangle
the credits. In the case of the Jodhpur railway the deficiency is ascribed
chiefly to heavy rencwals and replacements expenditure having been in-
curred in some of the years from 192425 1o 1927.28.

THE AUDIT REPORT.*

The Report on the Appropriation Accounts of railways for 1935-36
by the Director of Railway Audit is very much a smaller document than
during the previous years. The Dircctor has limited his comments to
audit points on such matters as defects in budgeting, anticipated credits,
financial irregularities in allocation, delays in the submission of estimates,
defective agreements, irregular payments, under charges, frauds and post-
ponement of expenditure. The general conclusion reached in regard to
the financial administration of ratlways is that the position as judged by
the results of test audit is satisfactory,

PUBLIC ACCOUNTS COMMITTEE'S REPORT.

The report of the Public Accounts Committee on the railway accounts
of 1935-36 continues the legislature’s post-mortem scrutiny of the finan-
cial transactions of the railways during the period. The report is rather
brief and deals with a number of financial matters. There were excesses
over the voted grants in the demands No. 1, 4, 6¢ and 11 amounting in
the aggregate to about Rs. 9 lakhs. The Public Accounts Committee
recommended that the excess grants be voted by the Legislative Assembly.
It is gratifying to find that there have been no irregular re-appropriations
or special items of expenditure to be mentioned. As regards accuracy of
budgeting and control of expenditure the position is stated to be
satisfactory so far as revenue expenditure is concerned but there
appears to be still considerable room for improvement in connec-
tion with capital grants. The Committee have commented upon the re-
duction in the capital at charge of railways by applying the current statutory
rate of exchange to yet unliquidated liabilities which had previously been
converted at the rates in force at the time when they were undertaken.
Some of the members in the Committee have expressed the view that
even 1f this decision was in accordance with correct accounting principle

* Railway Audit Report, 1937—Report on t-he Audit of the Accounts
of Railways in India including the Appropriation Accounts for 1935-36
issued by the Director of Railway Audit, 1937,
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the burden of the interest charges in respect of the ar}r:ount.lm (iutestlt(})lz

could not in present circumstances be t-ransferre(.i fromdt ;: ra1avtv:gn o e

general tax-payer. Another matter wh.lch was discusse a; gf;i ogﬁ ceres

lated to the number of saloons maintame(‘l for the use of ra wa);.ntain as.

“It 1s somewhat difficult to believe that it 1s real.ly necessa’y -t(')t s t-lherefore

many saloons for the use of railway ofﬁcers.as exist at present ’f 1 1Sc h o

recommended that the possibility of reducxpg the numbe‘r o} fSlihe B
should be further investigated and that pending the completion o quiry

no further expenditure should be incurred on renewals.

Other questions discussed related to the problem of B e
amalgamation of railways on the Wedgwood Commlgtei deIf)inite opinion
encouragement of third-class passenger trafﬁc. On the firs ’t e o ned
is expressed that “on the information avallhable the Qomr?fl eeﬁ el 2
to favour amalgamation in principle prov1de('i th{it ]f, OTehl‘S ‘Zws of the
vantages or at least means no financial deterioration. é vie Com
Committee on the recommendations of the 'V.Vedgwood nqu1r)EX on
mittee’s report have already received full publicity in the Eress.mmitt}:e e
ing their dissent from certain other proposal§ made by the tcot ention
regards the last the report expresses satisfaction at the ‘co?s Sn o
of the railway authorities to the comforts and conveniences ‘Oht e phird e
passengers. The use of Indian languages in connection with railway
tables and notices is recommended.

regrouping or



NOTES AND MEMORANDA.
FINANCIAL RESULTS OF ELECTRIFICATION.

In, deference to the wishes of the Public Accounts Committee the
Railway Board have worked out the financial results of the Madras Subur-
ban and the Bombay Railways’ Llectrification. As regards the Madras
Suburban Electrification on the South Indian Railway the financial ap-
praisal for the years 1932-33 to 1936-37 is stated in three different state-
ments based respectively on the views of the Consulting Engineers in Lon-
don of the railway, on the calculations of the Agent under certain instruc-
tions issued by the Railway Board and on a calculation jointly by the
Agent and the Statutory Audit Officer. There are material differences
between the three estimates and particularly between those of the Con-

sulting Engineers and the other two as the following figures would
indicate:
Net train Percentage return according to
Year miles (a) (b) {c)
(In lakhs) Consulting  Calculations  Calculations
Lingineers of the of the Agent
Agent and Statutory
Audit Officer.
1932-33 6.77 8.64 5.79 4,98
1933-34  6.13 7.44 241 207
1934-35 6.01 0.53 4.23 3.7
1935-36 591 777 231 1.99
1936-37 6.11 8.57 2,73 2.39

The financial results of electrification on the B.B. & C.I. and the G.L.P. Rail-
ways indicate that those of the former have on the whole been more favour-
able. This is partly due to the fact that the gross capital expenditure in the
former has been reduced to a much larger extent proportionately by the credit
for the steam stock released and partly to the fact that only the suburban
section of the B.B. & C.I. Railway has been electrified. Working out the
net outlay involved because of the electrification and comparing it with the
extra outlay that would have been required for increasing traffic if no electri-
fication had been carried out the percentage of net savings on net outlay on
the two railways has been as follows:

Year G.1.P. B.B. & CI.

Traffic in Percentage of Traffic in  Percentage of

train miles net savings on train miles net savings on

Gross net outlay. Gross net outlay,

Estimate 5540 10.51 16.60 16.93
1930-31 42-50 4.80 14.28 1035
1934-35 41-80 4.42 14 07 15.54
1935-36 42:37 4.86 14.31 16.63
1936-37 42'65 533 14.64 18.95
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Although the original estimates have been falsified it is argued that it is
reasonably certain that extra outlay would have be§n necessary in any
case even if electrification had not been introdyced in order to 1r.npro.vci
the capacity of the line though of course it is impossible to state 1t vylth
any degree of accuracy, and for the additional number of steam locomotives
which would have been required. In the case of the B.B. & C.I. Railway
for example the quadruplicating of the line wo-u]fi have been neceszlta;c‘ed
involving not less than a crore of rupees. .It is th.erefore argt;e that
the estimate of expenditure avoided by electrification 1s ur'lder rather than
over estimate. The detailed computation of the net savings attributable
to electrification (after allowing for depreciation) on actuaI‘ gross outlay
of Rs. 202.90 crores with traffic of 14 .64 lakhs train miles are given below :—

1030-31 1931-32 1932-33 1933-34 1934-35 1035-36 1936-37
Estimates .

B.B. & C.I1. 686 3.68 4.15 470 4 87 562 5.90 g) gg
G1.P, 10.51 480  *37 5723 4.90 4.42 48 5.

AUCTION SALES.

The working of the instructions issued by the Railway Board regarding
Auction Sales of different railways to the effect that:

(1) Proper care should be exercised to select auctioneers of financial
standing ;

-(2) that the auctioned materials should not be allowed to be removed
until the full amount has been received from the auctioneers

and;

(3) that the arrangements with the auctioneers should be signed by
duly authorised persons;

was recently reviewed by the Railway Board for the information of the
Public Accounts Committee.

During 1936-37, the conditions 1 and 3 appear to havglbeen fgﬂg:vetdt‘?é
railway administrations. As regards the second, al_ll ral‘;vays haveptaIken
Bengal Nagpur, the Eastern Bengal and the East Indian rai v;rgays have taken
necessary steps to implement it. As regarc_ls the Easte;n d(;r:l% nd the
East Indian there appears to be difficulties mn adopting har 3 st rule.
The auctioneers were not prepared to revise their a.greemenlts o; f (2 hle case
their security deposits sufficiently to cover the maxmllum vz uet of insugrance
sold by an auction. But they were, however, agreeable to adop n insurance
scheme through some fidelity or guarantee bond to gua(ll' ‘ag;;lm oss to
government in the realisation of the amoun@ of sale proceeds 1n the auc (()1 N
material to the extent of Rs. 3 lakhs. This propo§al has beiln appro<;7et ky
the Railway Board. But no insurance comparty is prepare to un er-"ao :;
risk :igainst insolvency and the question 1S under their examination.

the Bengal Nagpur Railway in order to safeguard the interest of the railway
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the agreement provides a clause under which the auctioneers are required to
furnish a security deposit of Rs. 1 lakh in Government promissory notes
whereas the outstandings due from them has rarely ever exceeded Rs. 75,000.
In view of this the existing procedure has been continued.

POSSIBILITIES OF AMALGAMATION OF RAILWAYS IN INDIA.

In a memorandum of the Railway Board presented to the Public
Accounts Committee the possibilities of economy by amalgamation of rail-
ways are discussed. The question stated is:

Can we further reduce the number of systems, and by so doing effect
a saving in the administrative and operating expenses ;

A scheme for three broad gauge systems; one combined broad gauge and
meter gauge and two metre gauge systems making up a total of six against
the existing ten systems is worked out. The mileage of each of these amal-

gamated systems would be as follows:—

Broad gauge. Route Miles.

N.-W. Railway ’ 7,091
E. I. Railway 7,110
G. 1. P. Railway 6,826
Southern railways 6,137
Metre gauge

Great Eastern railway 3,078
Great Western Railway 4,437

The probable savings claimed for the amalgamation of the British
railways were:

(@) elimination of uneconomical competition ;

(&) the consolidation of finances;

(¢) the pooling of rolling stock and equipment

(d) the co-ordination of workshop and repair facilities;

(e) the running of through services on increased distances;
(f) the centralisation of the purchase and stores organisation ;

(g) the unification of financial policy and managerial control with all
that it stands for such as, standardisation of stock, the co-
ordination of policy, the massing of advertisement and superior
salesmanship of transportation;

It is pointed out that the economies actually accomplished in Britain have
fallen short of anticipations. It is stated that a great many of the advan-
tages obtained by amalgamations have been obtained by state railway
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ownership and state control. In India even though certain railways are
company managed they are state-owned. Examining in greater detail the
possibilities of economy under the heads given above it is claimed that what-
ever might have been the competition now-a-days there is the closest co-
operation between state-owned and state-managed railways and company-
owned and company-managed railways. Thus, for example, all goods
traffic over the G.I.P. and B.B. & C.I. lines between Bombay and Delhi is
pooled. As regards the consolidation of finances the position in India is
different as all eatnings go into a common pool; the company-managed
railways only drawing their share for cost of management and surplus
Proﬁts depending on the amount of money invested in the undertaking and
In accordance with their contracts with the Secretary of State.

With regard to the pooling of stock and running of through services
amalgamation will not change the position. The broad gauge goods stock
of the Indian railways has been pooled for the last twenty years and
roughly 120,000 out of the 140,000 broad gauge wagons are pooled. Not
much saving is to be expected on this account except possibly by the reduction
of wagon examining stations which would be brought about by the reduction
of junction stations.

_ Thus coaching stock is freely exchanged between railways and locomo-
tives when in excess on one railway are sent to another to avoid purchase
of new ones. Lven as regards the prospective gain from the co-ordination
of workshop and repair facilities there would not appear to be great scope.
On a strict mileage basis the number of shops on the proposed Indian systems
would not be excessive. Already certain railways have closed down loco-
motive shops and concentrated work at a smaller number of shops. Taking
everything into consideration it is not considered safe to allow more than
five per cent. saving in workshop costs as a result of amalgamation.  The
economies from centralisation of purchase are already effected at any rate in
regard to the state-managed railways. A progressively larger volume of
stores is being purchased through the Indian Stores Department and such
stores as rails, coaching underframes and wagons are bought through the
Railway Board. * All coal for state railways is purchased by the Railway
Board and even the company-managed railways are gradually coming into
line with the state railways as regards the purchase of stores material. On
the whole it is not considered that very great advantages would come
through amalgamation but a ten per cent. saving may perhaps be expected
in the administration of the Stores Department. The advantages indicated
under the last item are already being obtained as all financial policy is laid
down by the Railway Board. It is therefore concluded “that Indian rail-
ways cannot expect the same savings as British' railways from amalgama-
tions and that all the savings which can be counted on are a certain saving in
administration, a certain saving in workshops and a certain saving in the
stores purchase organisation dggregating to Rs. 60 lakhs. Against this there
is the fact that conditions in India would entail the alteration of the whole
rating structure involving probably sacrifice of some revenue and that there
would be difficulties in the creation of unwieldly administrations.
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STAMPS FOR PARCELS TRAFFIC.

In the Ceylon Report to which detailed reference was made in the
last issue of the Journal an interesting suggestion is made towards the use
of stamps for parcels traffic. Material economy can be effected in the system
of charging for parcels traffic. The method of recording the charges on
parcels traffic is complicated. When a parcel is handed in at a station,
a waybill is made out in triplicate; one for the forwarding station as a
record, one for the Chief Accountant and one to accompany the parcel
and form the record at the receiving station. A summary of all parcels to
be forwarded on a certain train is prepared in duplicate ; one copy is handed
to the guard and the second retained at the station, the guard’s signature
being obtained to prove receipt. The guard then enters on his roadbill all
parcels in his van and obtains a signature from the member of the staff
taking delivery of the packages at the station. Upon receipt at the station
parcels are checked against the guard’s roadbill and also against each indi-
vidual waybill.

All this involves a considerable amount of clerical work and account-
ancy, and the Report recommends that the parcels stamps system should be
introduced instead. This method abolishes all intermediate waybilling and is
similar to that employed by the Post Office. A station is supplied with
rolls of numbered stamps of different values and their value is debited
against that station. All parcels under 2 cwt, must be prepaid and the
charges accounted for by means of a stamp which before being affixed to
the package must be cancelled by means of a rubber stamp.

All traffic must be recorded by the forwarding and receiving stations and
a check should be made by the latter to see that the stamps affixed represent
the correct carriage charges.

As over 1,300,000 parcels are handled in a year, the adoption of a simpli-
fied system will result in economy, not only at stations, but in the Accounts
branch.

DEPRECIATION ACCOUNTING ON THE SOUTH AFRICAN
RAILWAYS.

The system of depreciation of assets in relation to the fixation of
adequate contribution towards renewals in South African Railways and
Harbours has been set out with remarkable clarity by Mr. J. A. C. Jones,
Chief Accountant, South African Railways and Harbours in a memorandum
to the Southern Africa Transport Conference, 1936.*

The principles adopted on the South African railways for making good
depreciation of wasting assets appear to be tempered with a judicious sense
of the normal requirements of the system. The necessity for making
adequate provision for depreciation is stated in section 127 of the South
Africa Act of 1909 which states:

* With acknowledgments to the General Manager, South African Rail-

ways and Harbours.
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“So far as may be the total earnings shall not be more than are
sufficient to meet the necessary outlays for Working, Maintenance, Better-
ment, Depreciation and the payment of interest due on Capital, not being
capital contributed out of railway and harbour revenue.”

According to clause 12 of the regulations framed under this act and approved
by parliament in 1911 provision was made for the establishment of a Depre-
ciation Fund (now catled the Renewals Fund) “for the purpose of improv-
ing and maintaining the railways, ports and harbours at proper standard
of efficiency.” The object of the Renewals Fund is to secure an even
distribution of each year’s expenditure that has to be incurred and large sums
at irregular intervals to meet the renewals of assets:

(a) no longer serviceable and past repair;

(&) which have been obsolete by reason of altered conditions, pro-
gress in various directions and new inventions;

(¢) which are still useable but have become uneconomical to employ
owing to increased cost in working and introduction of more
modern devices.

Although at the outset the principle of making contributions to the Rene-
wals Fund on the basis of the estimated lives of assets was adopted it could
not be consistently followed owing to financial considerations. The proce-
dure was under investigation by a committee which was appointed in 1935
to consider and report on the adequacy of the annual contribution which
was then being made to the Renewals Fund in respect of depreciation of
permanent way and rolling stock assets and consequentially the various
practices connected with the expenditure of the fund monies including
that of purchasing new assets as set off against depreciation accrued on
assets on service, The committee which was composed of one Civil Engi-
neering Officer, one Mechanical Engineering Officer and one Accounting
Officer went into the whole question exhaustively and reviewed the expen-
diture on renewals for 45 years since the inception of the South African
railways and the Engincering forecast for the next 55 years the expenditure
that was likely to be incurred in that period. The estimated lives of the
various assets which had been adopted were found to be on the conservative
side. The recommendations made by this committee in 1929 in so far as the
basis of the annual contribution to the Renewals Fund is concerned were

as follows:—

(1) that the annual contribution for the renewals of permanent way
and rolling stock during the next 10 years be 60 per cent. of the sum
arrived at by applying the various percentages, cor.re‘spondmg to the res-
pective lives of each class of assets to the full original cost of al} such
assets in service; and in addition in lump sum to provide for 1|5th of the
estimated expenditure on reballasting during the next five years;

(2) that as a safeguard against the undue wear and tear of assets
during any one year due to abnormal traffic the total contributions for the
renewal of assets as indicated above shall not be less than 6 per cent. of the
revenue of the current year plus a lump sum for reballasting;

22
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(3) that contributions be calculated on the original cost of all assets
in service and without regard to whether or not the full cost of all such
assets has already been contributed to the fund.

(4) that the cost of reboilering locomotives (1 boiler in the life time
of each locomotive) be a charge to the Renewals Fund for which an addi-
tional % per cent. of the original cost of the locomotive be contributed to the
fund—the rate for locomotives including the second boiler being 314 per
cent. although the life is regarded as 33 1|3 years.

The Committee, it will be noticed, recommended an immediate contri-
bution from revenuc equal to 6 per cent. of the current year’s earnings but
the administration subsequently decided that the maximum contribution in
any one year shoulg be limited to 714 per cent. of the transportation revenue
for that year. The bases of the estimated lives of each class of asset
falling under the category of Permanent Way and Works and Rolling Stock
of the various percentages are as follows:—

Class of Asset Estimated Rate of Contri-
Life bution
Years. ~—Per cent.

Permanent Way and Works.
Running Tracks—

Rails and Fastenings .. 331/3 3
Sleepers and Fastenings A 4 16/21
Ballast

Lump sum bas-
ed on estimat-

ed require-
ments.

Buildings—

Brick and Stone .. 80 174

Steel and Iron .. 50 2

Wood and Iron .. 25 4

Garages : .. 20 5

Petrol Stores .. 10 10
Bridges and Culverts .. 50 2
Signals .. 30 31/3
Telegraphs and Telephones—

Poles, wires, etc. .. 30 31/3

Instruments .. 10 10
Electrification— '

Overhead equipment—Wires .20 [3

Track Bonds .. 20 5

Foundations .. 30 31/3

Steel masts and Structures .. 50 2
Machinery .. 20 5
Cranes .. 25 4

Sundries—Fencing of Line, Pipe Lines,
Water Supplies, etc. : .. 30 31/3
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Class of Asset Estimated Rate of Contri-

Life bution
Years. —Per cent.
Rolling Stock—
Locomotives—
Steam 33173 3 1)2*
Electric .. 331/3 3
Coaches and Electric Motor Coaches o331 3
Road Motor Vehicles—self propelled—
Petrol and Steam 10 10
33 1/3 3

Wagons

* Includes one half (34) per cent. for reboilering. The rcontribution.to the
Renewals Fund on all these assets is limited to 60 per cent. of the sum arrived at
by applying the various percentages to the full original cost of the respective asscts.

In addition to the contribution in respect of Permanent Way and
Rolling Stock assets the renewals fund also receives various sums aggre-
gating approximately £500,000 per annum in connection with other assets
of the South African Railways and Harbours, such as:

Harbours,

Steamships,

Workshops, Buildings and Machinery,
Electric Light and Power Plant,
Subsidiary Services, etc. etc.

The contribution to the Renewals Fund in respect of these assets
is also arrived at on the basis of the various percentages corresponding
to the respective life of each class of assets and limited to 60 per cent
in the case of harbours. The estimated life of the assets brgught under
this category and the percentages of the contributions are indicated as
follows:

Statement showing the Estimated Life of all Railway, Harbour and
Steamship Assets (including Subsidiary Services) other than Permanent
Way and Works and Rolling Stock.

Class of Asset Estimated Rate of Contri-

Life bution
Years. Per Cent.
Jetties, Wharves, etc.—

Steel and Iron .. 33173 3
Wood .. 20 5
Tugs and Launches .. 30 31/3

Lighters—
b \:/rsod .. 331/3 3
Steel .30 31/3
Buildings—
Brick and Stone 80 11/4
Steel 50 2
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Class of Asset Estimated Rate of Contri-
Life bution
Years. —Per cent.
Wood and Tron .. 25 4
Dredgers .. 30 31/3
Boats, Pontoons, etc. .. 20 5
Cranes and Transporters .. 25 4
Coaling Bins .. 20 5
Floating Cranes .. 30 31/3
Dry Docks, Floating Docks, Repairing
Pontoons, Stipways, etc. .. 30 31/3
Steel 2 5
Permanent Way-Track .30 3173
Machinery . 20 5
Coaling Plant .25 4

Pumping, Bowser Oil, Washout, Sand Drying an
Lighting-up Furnaces, Ticket Printing and

Creosote Plants .. 20 5
Mobile Cranes-Petrol and Electric .. 10 10
Stone-crushing Engines, Boilers, Compressors, etc. 20 5
Crushers, Screens, etc. - .. 6 16 2/3
Road Rollers—

Steam .. 10 10

Petrol and Paraffin .. 8 12 1/2
Water Carts .. 20 5
Electric Generating Plant .. 20 5
Distributing Plant .. 25 4
Animals .. 10 10
Trolleys, Trailers and Wagons oo 25 4
Traction Engines .. 10 10
Electric Lorries .. 15 6 2/3
Harness, Hand-operated Machines, etc. .. 131/3 7 12
Bookstalls .. 25 4
Advertising Hoardings .o 20 5
Automatic Machines .. 10 10
Motor Vehicles—

Cars, Passenger and Goods Vehicles .. 8 : 12 172
Trailers .. 20 5
Aerial Ropeways .. 30 31/3

Life-saving Apparatus .. 20 5
Sundries—Water Supplies, etc. .. 30 31/3
Steamships .. 25 4

In the case of certain assets such as Concrete and Masonry, it is
deemed unnecessary to contribute as the life of these assets is assumed
to be indefinite.
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The most items of expenditure charged to the Renewals Fund are:
(a) the total of replacing assets with same type;

(b) the total of relaying re-sleepering and re-ballasting the run-
ning track in lengths of one half mile or over;

(c) the cost of reboilering locomotives (one boiler in the lifetime
of each locomotive) ;

(d) the loans contributed to the fund in respect of assets with-
drawn from service and not replaced;

(e) the cost of additional rolling stock, workshop machinery,
harbour craft and steamships to the extent of the accrued
depreciation of the respective assets in service.

The contributions to the fund to-day amount to £250,000 per annum.
During 26 years from the date of the Union to the end of March 1936 it
is stated that the South African Railways and Harbours have contributed
no less than £500,000 in round figures to the Renewals Fund out of
which they have expended £450,000. Attention may be drawn to the
last item of expenditure from the fund mentioned above. The existing
practice has departed from the original intention that the fund should be
drawn upon only to meet expenditure in renewals as and when necessary
and has allowed purchase of rolling stock against accrued depreciation. In
other words, renewal of vehicles is anticipated as for example, if 2000
wagons were in service for a period of 10 years depreciation to the extent

of %g has accrued on these vehicles and this amount is utilised to
purchase additional stock when necessary so that in additionr to 2000
vehicles another 600 or 700 in addition may be obtained, the cost being met
from the Renewals Fund. Immediately the new vehicles are put into ser-
vice provision is made for depreciation on these vehicles too. This is of
course tantamount to investing the funds of the railways in their own
business. Instead of going to the treasury and asking for loans to buy
new rolling stock, they utilise their own balances which, from a business
point of view, is far from an unsound practice to follow. As Mr. J. A. C.
Jones, the Chief Accountant, South African Railways and Harbours obser-
ved: “It would be an extraordinary procedure to cause the national debt to
be increased to say a couple of million pounds in order_ to pander to
some accounting fetish while the administration has readily on hand a
source from which’ the expenditure can be met.”

The Renewals Fund as maintained and operated on South African
Railways and Harbours is therefore different from a proper depreciation
fund. The existing procedure is justified on the ground that if contribu-
tions were made to the fund to the full extent of the estimated lives of
the respective assets there would in time be a considerable sum of money
standing to the credit of that fund which would never be required. The
policy followed is therefore one of contributing from revenue a sum per
annum estimated to be sufficient to meet the replacements of assets as the
necessity arises, namely 60 per cent of the depreciation calculated on
average lives. Doubts are expressed at the present time whether the



174 RATLWAY ACCOUNTS AND FINANCE [yuLy TO

amount is not on the low side. The limit of 60 per cent was to some
extent influenced by financial considerations. During the last two years,
therefore, out of the substantial profits earned, appropriations were made
for the purpose of strengthening the position of the Renewals Fund. The
procedure followed is to charge the contributions to Net Revenue.

LECONOMIC LIFE OF A LOCOMOTIVE

In an interesting article on the Economic Life of a Locomotive i
the Railway Age, Mr. James R. Macken, Supervisor of Costs, Office of the
Chief of Motive Power and Rolling Stock, Canadian Pacific Railway,
examines the results of a case study of the shop repair costs of a new
locomotive during a life of eighteen years. The period embraced eight
general repairs. The first and the second were straight machinery repairs
with all tubes removed and reset and driving tyres turned, during the
fourth and the sixth years. The cost per locomotive mile on date of stop-
ping for repairs was 4.18 cents and 4.85 cents respectively. The third
general repair in the ninth year had in addition the provision of a new
set of driving tyres applied and a new front tube sheet and the cost of
repair was 5.23 cents. The fourth was in the eleventh year when in addi-
tion to covering the same ground a back tube sheet was applied and the
cost per mile became 5.69 cents. By now the locomotive had become eleven
years old and had done over 512,000 miles.  The fifth general repair
occurred in the twelfth year and the accumulative cost per locomotive mile
was 6.56 cents. The sixth general repair was in the fourteenth year which
included the first heavy fire box renewals, right and left side sheets, inside
throat and door sheets renewals; and a general overhaul. The cost now
had become raised to 7.61 cents. During the seventh and the eighth repairs
which occurred in the sixteenth and eighteenth years the cost went up to
8.17 cents and 8.62 cents. It is found that shop repair costs per locomo-
tive mile during the first five years of service was approximately one half
of these at maturity and from this the writer argues that “the reduction
in shop costs alone on a new $100,000 locomotive during say the first five
years of its life will pay for the amortisation of the investment and interest
charges for this period with something left over for the second five years
of service which will still be about 25 per cent. less than the costs at
maturity. ... The infiltration of modern power were added, is economically
desirable, especially at ~ period of recovery in traffic, so that improve-
ment in net earnings  y be accelerated by providing reduction in operat-
ing costs, through retirement of worn out equipment and addition of
modern equipment at a time when investment interest charges are at a

minimum.”’

LOCOMOTIVE AVAILABILITY

For locomotives, operating on a railway the main line of which is
only 366 miles in length, to make 13,393 miles in a single month, an
average of 432 miles daily, is an achievement indicating a high standard of
utilisation and maintenance. These figures refer to the working of certain
modern locomotives on the Florida East Coast Railway in America during
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the month of January in the present year. Another case is cited in which
a passenger locomotive covered 13,150 miles in February, an average of
469 miles daily. Taking into account shed days and other non-working
periods, the average must of course be very much higher in each case. On
the railway referred to, passenger engines as a whole are averaging 7,500
miles a month and freight engines 3,000 miles in the same period of time.
On the basis of through runs, the maximum daily mileage would be 366
miles. The results quoted have been accomplished by means of turn-round
runs, a method of operation which has also reduced shed expenses. In
most cases, the locomotives make a round trip each day between the
former place and Jacksonville. This assignment, whilst not delegating one
locomotive to each engine crew, does in fact keep thesame crews operating
from day to day on the same engine.  The principal advantage of the
arrangement is, however, that each locomotive comes into the running shed
regularly each day at a scheduled hour, and is dealt with by the same
employees, which has the effect of concentrating the responsibility for shed
attention to the particular members of staff employed.

FASTER SPEEDS AND REDUCED LOADS

The Wedgwood Report advocated the adoption of shifting the emphasis
on the maximum load to that on speed. The proposal sounds somewhat
different from the traditional dictum for freight traffic operation. Exactly
the same question was discussed at the South African Transport Confe-
rence in 1936 at which Mr. H. Cheadle, Chief Traffic Manager, South
African Railways and Harbours replying to a question regarding the extent
to which it really pays to reduce loads to get more speed said: “The expe-
rience of the South African railways has been that on sections where the
gr.'f\des are heavy and the loads are light, and the traffic is intensive it has
paid us to reduce loads and to run faster. I can quote an instance that
occurred some years ago in Natal when we were working over an old line
from Durban to Cato Ridge when the greatest number of goods trains we
could place on the section—a single line section—with one in 30 grades
with 300 ft.—reverse curves—was 27 per day. By reducing the load from
_270 to 255 tons we found we were able to get 29 trains through, and do
1t in less time with the 29 trains that we woir doing previously with
the 27 trains. Another thing was that we were . : to save a truck load
of broken buffers a week on the section between Pinetown and Hill-
crest.  On other sections of the line we found that by reducing the
loads and accelerating the transit we have made up probably a day in
the_ saving of trackage where the time taken in transit involves too late
arer.aI for traffic to be dealt with that day as against bringing it to its
desf:mation in time to be dealt with the same day. Thus a few hours
5aving in transit time results in practically 24 hours saving in turn round
of trackage. We have had many examples of that where the traffic is
not intensive, however, it pays to take advantage of the full hauling capa-

city of the engine and increased loads.”
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EFFECTS OF PUBLIC WORKS PROGRAMME DURING
DEPRESSIONS.

'Proposals are usually made to the effect that the serious effects of dep-
ressions on employment may be minimised by an active programme of public
worl«{s mitiated by government. The record of the Public Works Admini-
stration in the United States which is constituted in the United
States under the emergency economic legislation during the depression
has been recently scrutinised. It is stated that the Public Works Ad-
ministration undertook in all 2,513 projects.  The construction materials
which were hauled in this connection required the equivalent of a train
30,417 miles long and 105 million man-hours of railway employment in
three years. The Bureau of Railway Economics analysing the implica-
tions stated that the P.W.A. traffic was greater than the commercial ton-
nage passing through the Panama Canal in the seven years 1930-36; it was
the equivalent of 1,000 freight cars travelling around the world at the
equator 25 times; this represents the equivalent of loading twice during
the 1935-36 period of the freight cars owned by the Class I railways; the
railway employment created (not including that of loading and unloading)
was the equivalent of a full year’s work for 46,000 men using railway
employment averages.

WHAT IT COSTS TO PROVIDE A RAILWAY JORB

Spe;}king before the Veterans Association and the Ladics Auxiliary of
t}‘1e Burlington Lines at Denver, in September last, Mr. Ralph Budd, Pre-
sident of the system emphasised the fact that the “railway enterprise rests
on a thre<.: legged stool represented by the patrons, employees and investors.
Fair dealing by all three and towards each by the other two is essential
f(?r permanent success; failure of any one of the three legs will bring
fhsaster.” Treating the property and the business of the Burlington system
mn terms of its average employee he pursued, “For each employee there is
$?5,000 worth of plant which has been built up and is being maintained for
his or her use; carrying the thought along, it is possible to follow the
operations of this $25,000 unit to the final disposal of every dollar that is
earneq. Each unit which represents $25,000 investment for ‘each employee
took him approximately $3,860 last year. Let us see how this $3,860 was dis-
posed.of; a total of $1,750 of it was paid to the employee ; $é50 went for
mat'enals and supplies; $325 for taxes; $200 for hire of equi’pment and joint
faC}]ities; and $180 for depreciation of equipment. There remained 3]5555
which represents the return earned on the $25,000 investment—about 2 1/5
per cent. of that $555; $355 went for interest on bonds and $200 for divi-
dends. Interest on bonds means that there is $8,600 of debt on cach $25 0‘61()
unit and that the average interest rate is 4 1/8 per cent.” ,

“One of the most important things for us as
and something I firmly believe to be tré:xe, is that thgﬁﬁﬁl};e\e:hitghuvr;gef:‘z?é
is absolutely essential to the conduct of the business and social life (I))f the
country. Furthermore, it is rendering a quality of service never before
eqqal]ed. From the employers’ standpoint it is provided without an appli-
cation on our part except that we shall efficiently and honestly app}{y ol:u-'
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selves and do well our part of the job of handling it. Those who pro-
vide the plant pay for keeping it up, pay the taxes, and make the financial
provision for necessary improvements as occasion arises. They also con-
tribute to pension and unemployment funds for the benefit of the employees.

Management has at least three definite obligations; the first is to the
public because our business is one which must wholly rely on general and
voluntary patronage, the shipping and travelling public pay the bills. We
must see that charges are not prohibitive and that the service is the best
that can be provided. Failure in this regard would be reflected in loss
of traffic which of course would have an immediate unfavourable effect on
all of us. Traffic is the life blood of the business and its loss would de-
prive the owners and works of the opportunity of maximum employ-
ment, Then we have the obligation to the employees to see that their
working conditions are well maintained, that wages are sufficiently high to
attract capable help in competition with all of the various other lines of
industry and that our employees’ work is as efficient as possible. We have
also the obligation to the owners of the railroad both because it is good
ethics to meet the definite obligations incurred on the capital invested in the
plant which serves the public and gives us employment and also because
it is necessary to do so in order to maintain the credit which will encourage

investors to let us use their money.”

RAILWAY TAXATION.

Because railways cannot adjust their rate structure promptly to fluc-
tuations in the cost of operation, the steady rise in the taxes imposed
on railways is an economic problem demanding serious attention, observes
the Commercial and Financial Chronicle. When compared to the net rail-
way dollar (net operating revenue), taxes in 1936 absorbed 28.5 per cent.
or a little over one-fourth. That is, more than one-fourth of the pro-
perty, activities, and traffic of the railways in 1936 was d.evoted to pro-
ducing net operating revenue sufficient to pay the tax on railway property
as a whole. The remaining three-fourths had to earn the interest and
owners’ return on the whole rail investment including both that part of the
plant devoted to paying the tax and the rest of the plant as well. So far
as federal taxes are concerned, railway corporations are taxed on the same
basis as other corporations, although even here special accounting regula-
tions or other conditions often call for special treatment. In the field
of local taxation, however, where the bulk of the railway tax is raised
and where the complex question of property apgrai§als and valuation pla).rs
an important role, intelligent study and application of sound economic

policies is of prime importance.

RAILWAY DEVELOPMENT IN THE US.SR
blished in the Soviet organ [zvestia the total
n the U.S.S.R. is 53,043 miles, 621 miles

having been added last year. During 1937 new construction is estimated
to amount to 725 miles. In addition 696 miles of second track and 350

miles of electrified line are expected to be completed. Considerable prog-
23

According to statistics publ
length of the railway system 1
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ress is reported to have been made in locomotive construction including a
type with a tender-condenser. The total provision for railway works and
improvements for 1937 is 5,500 million Roubles, The U.SIS.R. railway
system employs 2,200,000 workers.

RAILWAY PENSION IN THE UNITED STATES.

After two attempts, the American Railway Employees have succeeded
in obtaining a pension system which the railways are committed to leave
unmolested by attacking the courts. The first National Pension Law was
passed in 1934 only to be declared unconstitutional by the United States
supreme court. At the second attempt which divided the plan into two
acts; one setting up the retirement scheme and the other levying taxes to
finance it, the railways challenged the legality of the act and obtained
from the Federal Court for the District of Columbia an injunction stay-
ing the collection of the taxes as the constitutionality of the Retire-
ment Act was no question. The Railroad Retirement Board has continued
to certify persons to the treasury for payment of pensions. Meanwhile
the railway‘managemcnt and the employee representatives met at a series
of conferences ending in a compromise agreement which has now been
embodied into law. According to the new act a permanent schedule of
taxation is set up, the rates being different from those adopted originally.
The new law provides for income taxes on employee earnings up to $300
a month and an excise tax on the railway pay rolls at the following rates —

1937-38 to 1939 234 per cent,
1940 to 1942 J per cent.
1943 to 1945 34 per cent.
1946 to 1948 31, per cent.
1949 and after 334 per cent,

The scope of the tax act has been broadened so as to include in its
coverage additional persons brought into the pension plan under changes
in the Retirement Act. The estimated yield under the new rates is $121
millions for the fiscal year 1938 and thereafter increasing amounts up to
the 1950 peak when the yield is expected to stabilise at $165 millions.

BRANCH LINE ECONOMIES.

Mr. G. C. Palmieri, Chief Inspector of Operations of the Italian State
Railways, summarising the various methods employed in the reduction of
operating expenses on branch and light traffic lines by railways of the
different countries discusses in the International Railway Congress Asso-
ciation Bulletin, four main classes of expense reduction common to all the
countries. They are: (1) restriction of signal facilities, grade crossing
protection, and roadway inspection; (2) adoption of simplified operating
rules, with attenuation of customary main-line regulations; (3) limitation
of station-duty hours; (4) simplification of station work in connection with
freight service. Examples are given of the specific practices on the
different railway systems such as that of dispensing with the firemen on
small steam engines and utilising the conductor for aid when required as
on the French railways; the abandonment of approach signals on light
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traffic lines and complicated interlocking signals in favour of simple marker
plates specifying speed reductions, etc. Reference is made to consider-
able station staff economies on the French railways through the utilisa-
tion of accountancy “center-stations” which perform the billing and report
work for branch-line communities.

INDIRECT BENEFITS FROM RAILWAY EXPENDITURES.

An interesting analysis of the railway payments to public for inci-
dentals has been made by the Railway Age in a recent issue. According
to the analysis during 1936, the railroads are shown to have spent approxi-
mately $11,400,000 for telephone and telegraph service and at least
$39,600,000 for electric light and energy. Their purchases of water from
municipalities and other water companies totalled approximately
$14,700,000, and their payments to contractors of construction amounted
to at least $41,400,000, while expenditures for cartage and other contract
work, including welding and water softening scrvices by commercial firms,
amounted to approximately $25,500,000. The expenditures included ap-
proximately $4,500,000 for outside legal services, over $11,000,000 for
advertising in newspapers and magazines, approximately $12,000,000 for
rent of offices, buildings, land, etc., and approximately $9,300,000 for insu-
rance premiums. In addition, approximately $3,000,000 was spent for
postage, $900,000 for grain door agencies, $3,300,000 for doctors, drug-
gists, hospital expense, etc., and approximately $7,500,000 for associations,
bureaus and clubs. It is also estimated that the railroads paid $2,700,000
in 1936 for purchases of land and buildings, $600,000 for miscellaneous
contributions, $300,000 for subscriptions to periodicals and $70,000,000 of
rent for privately owned cars.

The payments in the aggregate were equal to 37 per cent._of the
purchases made by the railroads in 1936 for materials a.md supplies apd
fuel, and 62 per cent. of the purchases made for materials and supplies
exclusive of fuel, and they were larger in the aggregate than the pay-
ments made last year for local, state and federal taxes.

The payments reported by different roads show wide variation in the
actual expenditures made, and the ratio between these payments and the
corresponding expenditures for material were far from uniform. These
ratios varied from 9.3 per cent. of the purchases of material and fuel to
64.5 per cent. This variation could result from a lack qf completeness
with which all the payments were reported as well as the size and kind of
the railroads reporting figures. In every instance, however,. substantial
expenditures were shown to have been made for those materials and ser- -
vices which are not ordinarily included under railway purchases, and, in
several instances, the aggregate of such expenditures exceec!ed the pur-
chases made by the railroads for materials and supplies, exclusive of fuel,

NATIONWIDE CONSOLIDATION.

According to Mr. Carroll Miller, Chairman‘ of the_ Interstate Com-
merce Commission, the consolidation of the railways into one national
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system is the “logical solution
address to the annual meeting of th
Utilities Commissioners in Salt 1
the formation of a single system

of thg difficulties of railways.” In an
e Nﬁtlor}al Association of Railroads and
ake City in August last, he declared that

“should result in a simple
: ) R X ple rate structure
under differently rated territory, uniform tariff classification transporta-

tion Wastes reduced to a minimum and many other manifest benefits.”
Speaking about rate making he stated: “Rates are often fixed b makir;g
comparisons with the existing rates. When such a process is foll}(l)wcd the
h1st0'ry of the. latter must be taken into consideration, otherwise, errors may
continue to pile up until finally some rates thus arrived at ma’ be entirel

too low or too high. It is well to check them with the costs };f o eratior};
when there is any doubt in prescribing just and reasonable rates ?ares or
charges, for railway transportation. The Interstate Commerce, Commis-
smn.h.as found it extremely difficult in the past to consider the cost of
providing transportation, as one of the important factors in rate making

The railway business i.s S0 comp'lex that only a small portion of the
expenses can be charged directly against any particular service, and most
of the so ca}lled ‘common expenses’ are ‘incurred for the joint’ benefit of
several services. Hundreds of cost exhibits have been submitted to the
Commission by carriers and shippers but the methods of assigning and
apportionment of the common expenses have varied widely, and the un-
fortunate result has been that such cost figures could not be accepted with
confidence and often have been almost wholly disregarded in the decisions
reached by the Cgmmission. The necessity to ascertain the actual cost
of the transportation service rendered is becoming increasingly insistent
with the emergence of road motor competition. The need for a reasonably
accurate cost data for both railway and the road services has become impera-
tive. This is indicated by a marked increase in the number of cases before
the Commission where either one or both classes of carriers attempt to
analyse their costs. Mr. Miller referred to the important measures adopted
during the last two years in perfecting the existing technique of costs
analysis. The first of these was the revision of the rules for separating
freight and passenger expenses which had been effective since January 1,
1920. The revised rules introduced on the Ist of January, 1936, have met
certain defects in the earlier system. Secondly the annual and monthly
report forms used by railways in their reports to the Commission were re-
vised to provide refinements in the separation of certain expenses and
more statistical information as to the transactions of the railways. Thirdly
an attempt is being made to localise expenses if and when necessary by
providing for the assignment and apportionment of railway systems, freight
expenses between accounting divisions and further separation of such ex-
penses between those chargeable to road, yard, water transfer, station,
special services, general overhead and taxes. Similar rules for analysing
the expenses of the road transport undertaking are also stated to be under
consideration.

MUSICAL ATTRACTION.

Music will be played to passengers during meals on India’s famous
‘Frontier Mail’ running between Bombay and Delhi. Four small loud
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speakers have been installed in the dining car connected to an electric
gramophone in an adjoining compartment and an attendant plays selected
records during lunch and dinner. The scheme is an experiment and if it
proves popular it will be continued. But breakfast should be musicless as
the railway administration does not wish to irritate those suffering from
that ‘early morning feeling’.

ACCOUNTING FOR ROAD TRANSPORT.

The Highway Research Board of the American National Research
Council discussed during the Sixteenth Annual meeting the proper system
of Highway Accounts.

Mr. Anson Marston, examining the subject of the uniform classification
of Highway Accounts believes that the cause of the ina.dequ::lcies and in-
consistencies of the present highway accounts in America is mainly a funda-
mental error in the concept of the true status of highway systems. What
he states about the situation in United States is capable of a very m.uch*‘
wider application. Mr. Marston observes: “We have thought of them _‘h.lg'h—
way systems’ as merely special examples of governmental general activities
like legislative, executive, judicial and police activities, of house main-
tained and rehoused by taxes levied on all rather than by charges to indi-
viduals for the actual services rendered to each. In contrast to this erro-
neous concept our highways are simply great public utilities compara}ble
to publicly owned Power and Light Plants, Water Works and the like.
The so-called highway “taxes” and “fees” are comparable to the bills
against customers of Power and Light Plants for the service renderec'I every
individual. Highway revenue charges should be distrlbut'ed among hlghu'/ay
users in equitable proportion to service rendered.  Highway accounting
system should provide all the accounting data needed to show true present
actual “depreciated” values of highway prope_rty, and the true annual actgal
total costs of highway systems including their true annual actual deprecia-

tions.

Unless highway depreciations are co'rrectly determined each year, and
are recouped each year from current highway revenue, present highway
“taxes” and “fees” cannot be proved justifiable on the_ basis of services
rendered. * * * * It is not uncommon however for hxghway-o.fﬁaals to
say that if a highway depreciation reserve were establi‘sh(_ed politicians most
likely would divert it to other uses. Actual depreciation appropriations
are not accumulated as liquid trust funds; they are c'orrectly reinvested in
the property, for replacements of former property units .for betterments of
existing property units, and for the construction of addttwn'ql new p‘r‘operty
units. The various state highway systems already have highway .depre-
ciation reserves” consisting of highways built out of current hlgthl,y
revenues instead of from new appropriations of additional public fupds .

On the basis of the six well-known groups of double entry primary
accounts which accounting experience has shown to be necessary for every
utilities, Mr. Marston recommends the following accounting system for

road transport:
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“Highway Fived-capital Primary Accounts—A complete but simple
classification should be developed. Property ledgers should be set up for
all items of property not consumed within one year. These ledgers should
show the total actual costs new (both direct and overhead), and the annual
depreciations year by year of cach property item or age-group of like items.

Naote— Until correct inventories of all present existing property items
can be prepared, the property ledgers might be required for new items only.

Highway O peration Expense Primary Accounts—Operation expenses
include operation expenditures and depreciation costs of production. A
complete but simple classification of cperation expenditures should be deve-
loped.  Both direct and overhead expenditures should be accounted for.
The true annual actual depreciations of all fixed-capital property items

(road, structures and equipment) shculd be included in the different
classes of operation expense.

Highway Revenue Primary Accounts~—These should be developed to
serve two purposes; (1) accounting for highway revenues in accordance
with State laws; (2) accounting for highway revenues classified with re-
ference to their ultimate sources (e.g., bonds, property road taxes, motor
vehicle license fees, fuel taxes, tonmile taxes, miscellaneous) .

Highway Income Statement Primary Accounts—These should imclude
miscellaneous income accounts, but merely summaries of the various high-
way revenue, construction expenditures, and operation expense accounts.

Highway Surplus-and-Deficit Primary - Accounts.—( Profits-and-Loss
Accounts) . These should show expenditures for bond redemption and
interest; miscellaneous adjustments, disposition of surplus or deficit.

Highway Balance Sheet Primary, Accounts.—By summaries of various
fixed asset and funded accounts, and by original ledger accovnts of current

assets and liabilities, these should show the total assets, liabilitics and net
worth at fixed dates.

In conclusion, the author would say that the successiul development,
the general adoption and the faithful maintenance of a complete, satis-
facto_ry uniform classification of highway accounts would, in his judzment,
constrtute a very great public service to the United States” |

INSTITUTI NEWS,
THE PRESIDENT FOR 1937-38.

Mr. K. V. Iyer, Fellow of Council and Chief Auditor and
Accountant, M. & S. M. Railway, Madras, has been elected Presi-
dent of the Institute in succession to Mr, B. N. Mitra.

ANNUAL GENERAL MEETING.

The Annual General Meeting of the Institute was held at Cal-
cutta on August 4, 1937, at 4-30 r.». in the Committee Room of the
East Indian Railway, Calcutta, with Mr. P. Mohan Rau, Fellow
of Council in the Chair.

Before proceeding to the business before the meeting, the
Chairman said:

“Gentlemen, before proceeding to the business items of the
meeting I would like to refer to the loss sustained by the Institute
since the last meeting in the demise of Mr. Dermot Frederick
Woods, who was Chief Accounts Officer, N.-W. Railway.
Mr. Woods was a Foundation Fellow of the Institute and had
taken an active part in its activities. I would, therefore, like to
propose the following resolution in the name of the members of the

' Institute.

1. “The Institute of Railway Accountants and Auditors, having
learnt with deep sorrow and regret of the death of Mr. D: F.
Woods the meeting record their sense of the val}lable services
rendered by him to the Indian Railways and particularly to the
Institute since its foundation, and request the Secretary to
communicate to his family the expression of the ‘sympa!:hy and
appreciation of his former associates and friends in the

Institute.”

Other resolutions unanimously carried were: _
2. That the Annual Report for the year 1935-36 and the Audited
Accounts for the year be adopted. .

3. That the Council for 1937 be constituted as recommended by
the outgoing Council under Article 33 et seq of the Consti-
tution.

4. That Messrs. Batliboi & Purohit, Incorpor'ated Accountgnts
(London) and Registered Accountants (India) be thanked for
their Honorary services during 1935-36 and re-elected Auditors

for the ensuing year.
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NEW MEMBERS.

The following gentlemen have been admitted to the Institute
to the class of Membership indicated:

Honorary Life Fellowship—

Mr. A. C. Badenoch, Dy. Auditor-General.
Sir P. Raghavendra Rau, Financial Commissioncr of Railways,
1932-37.

Mr. B. M. Staig, Financial Commissioner of Railways.
Honorary Membership—

Mr. G. E. Cuffe, Agent, A.B. Railway.

Mr. A. Duncan, Agent, B.N. Railway.

Mr. L. Wilson, Agent, G.1.P. Railway.

Lt. Col. G. F. Carson, Agent, N. W. Railway.

A. B. RAILWAY LOCAL ASSOCIATION,

At a special meeting of the Local Association, with Mr. J. H. Bavin
in the Chair, a discussion was initiated on certain recommendations of the
Wedgwood Committee in their report of 1937. There were two sittings on
September 4th and 11th, 1937.

The topics examined in the course of the discussions were:

(@) Expenditure in the Accounts Department and apportionment of
Revenue between railways;

(b) Salary cut and revision of scales of pay;

(¢) Return on Capital outlay;

(d) Position of the Accounts Department in the railway organisa-
tion ;

(¢) Railway Audit Department;

(f) Taking over of Company-managed wailways and amalgamation
and redistribution of railways.

Several members took part in the discussions, and the points brought
out at the meetings are briefly summarised below :

L. Expenditure in the Accounts Department and apportionment of
Revenue between railways.—The comparison of the expenditure on the
English Railways on the Accounts Department with that on the Indian Rail-
ways was not proper especially when that comparison is made with refer-
ence to the gross revenue of the two systems of railways. In England, the
audit Of'Railway revenue was done at a considerable ‘reduction of cost due
to the wide application of machines for that work. The cost of accounting
on ?he expenditure side in England was also low, owing to those railways
having reached a saturation point in their capital expenditure, while in
In.dla th_e accounting of the expenditure side was very costly, as we are
still havmg. many capital works done from year to year. Among the various
avenues still left to be explored on the side of reduction of the cost of
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the Accounts Department on the Indian railways, may be mentioned promi-
nently the need for further mechanisation and redu.ctxo.n of the present in-
tensive check of initial documents. While mechanisation can bring about
considerable reduction of cost in accounting, it can pe su_ccess'full.y launched
and worked, only if the expert advice of specialists in this line can be
blended harmoniously with' the efforts of the depa_rtmentals men to get
the maximum benefit out of the machines brought into use, and r.lot by
the technical experts in the mechanisation line alone. Any reduction of
the scope of intensive check of original documents, can only be effected,
after the results of such reductions are carefully watched and test_ed as to
their propriety, for experience has shown in many cases that .w1t1'1 the;
present staff of which the employees responszble.for the compilation o
the initial documents are made, it is mostly detrimental to the .fmanc'xal
interests of the railway to reduce the extent of the present mtensive
check of initial documents. The suggestion of the Commlttee on the appor-
tionment of Revenue between railways was unanimously applauded as a

very useful one.

2. Salary cut and revision of scales of /Jay.——Ogmxon was ex-
pressed that even though the salary cut was restored at a time less .fav?ur-
able for railway finances than at present, its restoration was not Justlﬁe.d
in view of the fact that the railways are still very far from paying their
way and every avenue of reduction of expenditure should continue to l;f;
explored. It was not also difficult for the employe'e to reconcile h'xmse_
to this situation, as he was bound to co-operate w_1th the unde'rtakmg in
its efforts to stabilise its position. But the other side of the picture also
deserves equal consideration. It is very dlfﬁcult to expect the employ(;f:s,
human as they are, especially the lower paid portion of therr;, to rez; }:Sf-
the moral implications of the salary cut; and it is, t.ht'ere ore, rzfa e:t
doubtful if they would give their best service to the admmlstratg?n i tcut
was imposed on their salaries. Salary cut admittedly cre?ltesb isconten
among the staff and a discontented staff would never give the best sarvmﬁ
to the employer. Further, the impogpon of salary cut goeiI utt; smae
way in propping up the financial positiott of theetr:\::glyds t;?xt t;se raei:l)iv ;;S
1 i is side in recent years, it 18 conrec : :
:?E.) fI:)(:’tmngo‘(;nrte}:ﬁys so hard up aZ to require assistance through the imposi-

tion of a salary cut.

As regards new scales of pay, though it was 'contended' that, :hey zere
enough in consideration of the economic condition of t!leh coun ry,ﬁt ere
was hardly any doubt as to the number of men of the right typebO_ enng
themselves for service in the Railways under the new scales .le&]g fan
extremely poor percentage of the total number of such men available ‘01:
service. Unless, therefore, the scales of pay compared favourably wit
those of other occupations in life, there would be.hardly any chance of
the railways securing the services of the best men in the country.

3. Return on Capital outlay.—The Commitiee .have visuali.sgd. .the
economic condition of the country in its true perspective when cr1t1c1§1ng
the Capital expenditure on the railways but have apparently been guided

24
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by the too lavish programme of Capital expenditure in the past, in making
their recommendations regarding the return of 10 per cent. on any future
Capital outlay. While a return of 10 per cent. is too much to expect
in public utility organisations like the railways, there are other factors
contributing to the need for investment of Capital on various works at
the present time on which the return of 10 per cent, may not be secured.
The borrowing rate of Government is as low as 2 34 per cent. at the
present day and this is therefore the best time to think of investing Capital
on works which are either necessary or desirable for the advancement of
the railways. Again the railways in order to popularise their service have
to undertake several Capital works with a view to provide more amenities
to the travelling public the effect of which cannot be specifically and
directly measured in terms of any percentage aeturn on such  Capital
invested, but can only be reflected in increased earnings whichh  might
result in course of time therefrom. To stipulate a 10 per cent. return as
such outlay would amount to curtailment of such improvements and conse-
quent unpopularity of the railways as a public service concern, Further
large areas of the country are still lying unexplored and undeveloped and
this is just the time when the money market is cheap to survey how far
these regions can be served by new railway extensions and to undertake
the construction of new lines wherever financially justified. Considering
all the above aspects, one cannot but feel that the Committee’s recom-
mendations on: this question have been rather shortsighted and that they
should have been made more liberally.

4. Position of the Accounts Department in the Railway organi-
sation.—Opinion was almost unanimous on the soundness of the recom-
mendation made by the Committee in this respect, viz,, that the accounts
staff should be definitely railway staff and that the head of the Accounts
Department should owe allegiance to and be under the disciplinary control
of the Agent of the railway. It was brought forth that such a position
for the Accounts Officer does not preclude him from discharging his duties
as the financial watchdog of the administration, as no Agent would go
against the wishes of his Accounts Officer in financial matters as he would
be taking a serious responsibility on himself by doing so. In fact the
arrangement has worked very satisfactorily in all the Company-managed
railways and there is no apparent reason why it should not work equally
well on State-managed railways. On the other hand the advantages of
having the Accounts Department as an integral part of the concern with
whose working it is vitally connected and with whose interests it should
thoroughly identify itself, cannot be overstressed as such a position con-
tributes to create that extent of mutual sympathy and understanding
between the accounts and other departments which is so very essential
for the smooth working of the administration as a whole,

5._ Railway Audit Department —There was severe criticism on the
observations of the Committee in respect of the Railway Audit Depart-

ment. It was held that the Committee in making their observations were

entirely guided by the reports made to them by the railway administra-
tions and the evid

ence of no railway audit official which could have contri-
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buted to clarify the position, was taken by them, before arnving at their
conclusions. The railway audit department owes a I‘CSPOHSIb‘htX to t.he
tax-payer by way of having to conduct the au_dlt, on sound financial prin-
ciples and not on mere figures alone as possibly visualised by the Com-
mittee, of the transactions of the raillway most qf whose Capltal 18 contri-
buted by him and whose working vitally affects his prosperity. The depart-
ment has been so formed as to provide for this audit from a .detached and
impartial point of view and particularly free from the mﬂu.ence and
routine of the administration concerned. The monetary value of this depart-
ment can rarely be assessed for obvious reasons, though even on the several
recurring cases of reduction of expepdlture or increase of earnxngshon
the various railways secured at the instance of this depar?mgnt, it has
paid its way. The only factor which 'c.ontnputes to the afud:t : e;;artrr(lient
not having its proper share of recognition, 1s the want o muduilh unt;r-
standing and cordial relationship between this department 3“ | edo t}?r
departments of the railway, and once this unde‘rstandmg is deve ocli)e , s
proper position of the audit department will be correctly understoo
and implemented. , '

6. Taking over Company-managed Raihways and the Amalgam(%-
tion and re-distribution of Railways.~—It was expressed that the Commxtteecsl
recommendations on the extension of contracts of the gomg_an}{i)m?{ﬂagef
railways were definite and that as the amalgamatxo?l anC re ’Sm_ ut:o: gd
railways were dependent on the taking over of the . Ompé’lll‘]gen;i?:aigled
railways, the two questions should be reviewed together,
discussion had to be postponed. ] .

With a vote of thanks to the Chair, the meeting terminated.
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July, 24.—Rehabilitation of Chinese Ratlways, Kenneth

Cantlie, p. 8; The Chemist and Modern Transport, H. N.
Bassett p- 8,

July, 31.—Steam Wagon Costs wunder New Regulations,
p. 10.

August, 7.—London Passenger Pooling Scheme, p. 4.

September, 4—Transport in China, Professor C. A. Middle-
ton Smith, No. 1, p. 3.

September, 11.—Transport in China, Professor C. A.
Middleton Smith, No. 2, p. 5.

September, 25.—Germany’s State Motor Roads, Dr. Otto
Reismann, p. 2.

Railway Age, 1937—V ol. 103—

Social Security Accountingg, H. J. Walker, p. 13, Economic
Life of a Locomotive, James R. Macken, p. 41; Increasing
Locomotive Mileage by Short Runs, p. 44; Land Grant
Rates and Fares, Dr. C. S. Duncan, p. 100; Railways
Establish All-time Records in Handling Weight, p. 193;
Diesel Engine Maintenance on the Canadian National,
1. I. Silvester, p. 208; English Methods Mark P. R. R.
Supply Work, Part 1, p.. 227; English Methods Mark P.
R. R. Supply Work, Part 2, p. 276; The Price Extra in
Railway Buying, Dana D. Phillips, p. 379; Do Railway
Rates Need to Earn Anything?  Fairman R. Dick, p. 399.
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SAXBY & FARMEJ{ (INDIA) LIMITED

RAILWAY SIGNALLING AND BRAKE ENGINEERS

RAILWAY SIGNALLING

POWER—Pneumatic and All Electric.
BLOCK INSTRUMENTS—Style L and Neales. :
MECHANICAL INTERLOCKING—Lever Frames and .

Signal Fittings.
RECTIFIERS (Westinghouse Type).
BATTERIES—A. D. Cells.

VAOUUM BRAKES »
ALL TYPES USED ON INDIAN RAILWAYS MANU-
FACTURED IN OUR SHOP AT ENTALLY.
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The Institute of Railway Accountants and Aaditors (1927)

Council for 1937.38
President
K.V.IYER

Vice-Presidents

J.H. BAVIN
A E. W, JERVIS
Fellows of Council
C.S.AYYAR Diwax Bananur
D. C. CAMPBELL R. SUNDARACHARI
EEY R
T.S.SANKARA AIYAR - W F. BUTTERFIELD
Members of Council

A. BALAKRISHNAN E.R. SESHU IYER
D.R. CARMODY S.R.GUHA
G. D, LAURIE ' J.G. MUSTAPHY
V. K. PILLA] M. RAMACHANDRA 1YER
P, K, SARKAR"

Associate Members of Council

L. V.GOPALAN
K.RAMACHANDRAN
Committees of Council

J. J. BATLIWALA
P.R. PILLAI

. Finance ,
T.S. SANKARA AIYAR I'' MOHAN RAO
V. K. PILLA1I C. SUBRAHMANIA AJYAR
Balloting
* C.S.AYYAR G.D. LAURIE Diwax BAHADUR
J.H. BAVIN P. MOHAN RAU R.SUNDARACHARI
R. W. F, BUTTERFIELD V.K. PILLA} P. K.SARKA
D.C. CAMPBELL '

T.S.SANKARA AIYAR V' S SUNDARAM
Hony. Auditors .
Messgks, BATLIBOI & PUROHIT '
Incorporated Accountants (London)
Secretary
L. A. NATESAN

RAILWAY ACCOUNTS & FINANCE
ditorial Management of * Railway Accounts and Finance ” is vested in
the Eg‘ilt];ri}i‘l ll.;»)t;'z‘n-d of the Council. The Institute and the Editor; -Boa

3 rd are not
responsible for the statements made or for opinions expressed by individual authors
or speakers. Editorial Board ‘ ‘

K.V.IYER, . : . ‘
Chief Auditor & Acctt., M. & S, M, Ry, . .
A * T.S.SANKARA AIYAR, «
Direct%rl\g} rlvifg;'f'say Audit. o Mg'{lﬁ‘;‘}" l{’l{ Sma"“- Ry. Bodrd. .
é:hief Sidiion, ¢ 1. P Railway. ' ol Bccounts Offcer, E. 1. Raituigy,
TG A * /. S. ] ! H o
L-(lt_- N’}G'I;E')SAN’ v Controller of Areounts, Ry, B
Secre . :

OB ounts, Ry, Bogvd
itori ficati books and periodicals for revigw shiuid be gd.
d sefizdtl:)o:lizl sc&?en::ﬂ;calt::t,itgf ,of0 ‘;lailway Accountants and A“"ﬁh}»?ﬂtm_
res: s . T N
10404, Calcutta, -

8 I NATESAN, M.A., BL. .= . B
REEE PRINTED AT THE MADRAS LA J . ' wy - ‘ o
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