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ACCOUNTANCY IN WAR PRODUCTION.

AN Aip To EFFICIENCY.

[ The following article, by Dr. H. W. Singer, Economics Department, University
of Manchester, emphasises certain aspects of the imporiance of accounting principles
whick are in danger of being overlooked at the present time. Itis reproduced with
acknowledgments to the MANCHESTER GuarpiaN.—Ed.]

As the resources of labour power becomes exhausted the best possible
utilisation of each man and woman available becomes of paramount import-
tance. As all our eyes are focussed on planes, tanks, ships and shells, we may
become impatient of everything that is not ‘“ directly productive,” such as
office and accountancy work. In fact, this view was strongly expressed by
several members during a recent Commons debate on production. ‘ Why
check the costs of firms so minutely when all that matters is getting output,
and profits go back to the Chancellor in E. P. T. any way?”

The view is obviously coloured by the belief that present accountancy
practices are an impediment rather than a help in war-production. This was
recently pointed out by the Association of Chambers of Commerce in a memo-
randum to the Ministry of Production. Businessmen blame the Government
accountants ; their various departmental rules put an unnecessary strain
on office work ,»delay progress, payments and final settlements, and thus hold
up production. The Government departments in their turn blame the
businessmen : accounts are not made up in time, and when they are made up,
no proper accounting system is used ; each firm makes up accounts in its own
way ; essential documents and invoices are not kept; the Government
accountants are not given enough help by firms.

It seems a tempting way out of this tangle to cut through it and do away
with accounting altogether or, at least, as far as 1t 1s compatible with income-

tax or company law. But what the present state of affairs really shows is

not that there is no need for accountancy but that there is need for better

accountancy.
ForMAL AUDITING.

The kernal of truth is that view is that formal auditing, that is, elaborate
checks on the honesty of contractors, sub-contractors, and tax-payers
involves much waste of time and that any change in contract methods
or taxation that reduces the need for such formal. auditing in war time
should be welcome. Although the public agitation’ against ‘‘ cost-plus ”’ -
contracts has been overdone and was largely based on ignorance of the relevant
facts, from the point of view of reducing purely formal checks, there is much
to be said for reducing the scope of ¢ cost-plus >’ as much as possible.

But true accounting is much more than formal auditing. In factories
the cost accountant should be the production engineer’s or organiser’s right-
hand man. By proper cost comparison and departmental cost distribution,
sources of industrial waste and inefficiency should be checked: “Tr $uch
matters knowledge must precede action—and only accountancy can give that
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38 RAILWAY ACCOUNTS AND FINANCE. [vor, viu
knowledge. In the ‘ pooling *’ of experience, tools, orders and so on between
different firms on which we shall have to rely increasingly to secure more
output, the ‘‘pooling” of accounts and the comparison between similar
departments of different firms will play an important part. Only thus can
we utilise what is best in the various firms and set up improved standards of
efficiency for all. Such inter-firm comparisons presuppose a unification of
accountancy systems in different firms and it is significant that since the

war the tendency towards such unification has become apparent in a number
of industries.

UNIFORM ACCOUNTING.

Among such movements we notice the setting up of a number of com-
mittees to promote uniform cost accounting by the various professional ac-
counting organizations and the Chambers of Commerce. A number of
trade associations, such as the Internal Combustion Engine Makers and the
Bolts and the Nuts Association have agreed since the war, on uniform systems,
Over twenty trade associations are now known to have issued uniform
costing handbooks to their members. The British Standards Institution has
rightly considered the standardization of accountancy to be within its pro-
vince just as much as technical standardisation and has just embarked on a
special enquiry on the possibilities in that field.

Detailed accounting on a unified basis will also be indispensable to
planning bodies—whether regional hoards, commodity controls, Ministries
allocating orders, managing ordnance factories, or concentrating output in
the most efficient units. All these need accurate knowledge to guide their
decisions ; accurate knowledge involves the kind of statistics that can only
arise out of the accountancy system of firms. So it becomes more and more
important that like should be compared with like.

The more we enter the sphere of planning the greater the weight that will
be thrown on accountancy systems. This has been proved again and again
by experience. Let those who advise us to ““do away with accountancy ”’
reflect on what the Webbs say in their great book on ““Soviet Communism *’
about the enormous growth in the number of accountants and economic
statisticians in Soviet Russia. And this is not a special Soviet feature but a
necessary adjunct of any planned system such as a war economy is hound to be.

The objection, sometimes heard, that uniform accounting is ** totalitarian **
is absurd. Uniform accounting method are just about as “ totalitarian
as a common language, common money, or a common rule of the road,
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TRAVELLING INSPECTORS OF ACCOUNTS : THEIR
I TRAINING AND CHECKS.

Travelling Inspectors of Accounts are the watch-dogs of the railway and,
perhaps, the most hard-worked amongst the Inspectors of the railway. Their
chief duty is to inspect initial records at stations and to carry out checks of
such a searching character as to render it nearly impossible for the station
staff to commit fraud either independently or in collusion with the public or
the railway staff of other stations. Generally, men of exceptional ability
and character are selected for the post both from outside and from amongst the
office staff. In cither case, the men selected require special training to be
imparted to them so as to fit them for this important work. Their training
generally is directed to acquire

(i) a knowledge of the work done in the various sections of the Traffic
Audit /Accounts Branch of a Railway Audit/Accounts Office, with particular
reference to Balance Sheet and Debit sections ; and

(i) Practical training with an experienced Travelling Inspector of
Accounts in respect of inspection of Station Accounts,

The period of training does not, ordinarily, exceed six months, A
further period than this, if required by a probationer, is regarded as a reflection
upon his intelligence. Having completed this training, the Probationary

“Inspector is given a few small stations to inspect independently. This done,

he is required to pass both the theoretical and practical examinations relating
to his work. The theoretical examination cosists of questions relating to the
various checks that he is required to exercise in accordance with the instructions
laid down in the Travelling Audit Manual as well as those relating to General

" Rules embodied in the I. R. C. A. Coaching and Goods Tariffs, etc. As

against this, the practical test comprises the conduct of inspection of station
accounts in the presence of a Gazetted Officer, generally in charge of the
Travelling Audit Branch. The probationary Inspector, having come out
successful in both these examinations, is declared fit to hold an independent
charge of a Travelling Audit District.

It has, however, been found on experience that this method of training
has several inherent defects, inasmuch as, it does not enable an Inspector
unless he falls back upon his own resourcefulness and initiative, to visualise
the various ingenious methods of frauds re§ortcd to‘by the station staff and
then intelligently to direct his efforts both in the direction of *“ Detection *
and/or *“ Prevention ” of the same discarding his sole. dependence upon the
checks embodied in the Travelling Audit Manual. .- This being so, the present
method of training calls for improvement to ya method more comprehensive
and practical. This should be somewhat as follows :

~ (a) A probationary Inspector should, at first, be given practical training
in- th€ duties of a— '
(i) Goods clerk.
(i) Luggage and Parcels clerk.
(i1i) Booking Clerk. '

s, Ty
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40 RAILWAY ACCOUNTS AND FINANCE, [VOL. Vil

(iv) Ticket Collector, and
(v) Travelling Ticket Examiners.

This training will not only acquaint him with the daily periodical and
monthly compilation of station accounts, but will also give him a first-hand
knowledge of the various irregular and fraudulent devices adopted by the
station staff, 1pdependently of, or in collusion with, the other Railway staff
and the public. He would further acquire by this training an intimate
knox'vledge of rating and routing of foreign traffic which will prove ver useful'
to him, in dealing with disputed debits, outstanding in station accou¥1ts and

in putting up suggestions for diversion of foreign traf i
raffic thro
route favourable to Home Raijlway. ° vgh an alicrnative

(6) When a probationary Travelling Inspector of Accounts has com
pleted his training, he would have an insight into actual working a doh-
nature of the various tactics adopted to defraud the railway. He sh% lcri1 . et
be sent out on line with an experienced Travelling Insp(;ctor of ch 1?6:{
having a good record for detection and methodical and conscienti 3 n]:,
As the Pro?atu_)ngry Inspector already knows the up-keep of ' tm:'s N ac.
counts,_the lraining Ipspector will merely have to explgin tg hims e:h‘(m s
and objects of the various checks which are required to be exerci Z almcsl
indicated by means of upright and cross tick marks in red and blue c}lls:lk 'Iélr:
would necessarily take about one fourth of the time at present require'd fof

training of a Probationary Inspector wh i
. o has
station accounts. P no idea of the up-keep of

(¢) A probationary Inspector sh : -
work in all sections of tyhe ’IPrafﬁc A?x‘élictl’ zli&:irofx}:tsstr%;?ng}’l be deputed to
sorting (Returns Receipts) section to Traffic Book section ?{C sh rlglgt. from
section be given a full portion of work of a clerk to do ind . SdOu 1 in cach
would enable him to supplement his knowledge acquirefipebn ent yl;' This
stations and make him realise how a petty errorin the correct y workiig a;
station documents and compilation of returns involves clericall)rle%aran%n oh
in the Audit Accounts Office as well as at stations. This will i Ol(ifi' for
make him realise how ghc functions of Audit in the office onl leazl 1tn 3 ot
of errors13 mlsaIpproprlati_ons and frauds etc. and how thz aUditoofe?::ggz
iﬁggtxsn;sndy g‘r;u(rilss?ector is the only means towards the prevention of embezzle-

(d) The next step will be to depute the i
inspect independently a few small and mpedium silz)éc(l)bs?;lggssrytoh;gﬁm;'to
to put into practice, what he has learnt so far, to acquire confidence i h(‘: uﬁ.
and to gain rapidity in the art of applying tick marks. His inspecti n himse
should on receipt, be critically scrutinized by a responsible pection reports
thoroughly conversant with station inspection work Any pe?:;)orrsl 2]!}11((1)/(1:‘

omissions noticed should be promptly inti i
10 ! imated to i i
repetition at other stations. him to enable him to aymd

(¢) He should next acquaint himself with the rules embodied in—
(:) The I. R. C. A. Goods and Coaching Tariffs
(i) The Audit Manual on Station Accounts.

(i11) Special rules and Exce
Goods and Coaching Tariffs.

(iv) The I. R. C. A. Red Pamphlet,

(v) The I. R. C. A. Tariff for railway materials.
(vi) The Conference Rules IT.

ptions embodied in the home “railway
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sometime has to be allowed him for this purpose and he should be made
to sit for a theoretical examination and viva voce test. Questions relating to
detection and prevention of frauds and misappropriation of station earnings
should be asked in order to test his general knowledge and intelligence.

(f) Finally, he should be put to 4 practical test at a traffic station
by a Gazetted Officer, preferably, in charge of the Travelling Audit Branch.
In this practical test, it should be seen that—

(i) the probationary Inspector has fully satisfied himself in respect
of the total cash on hand.

(#i) all the Goods and Coaching Books have been correctly and
intelligently closed by him, putting them in some such groups as follows :—

Goods.—
(a) Inward accounts books.
(b) Outward accounts books.
(¢) Miscellaneous books and returns.
(d) Wagon Exchange book.

Coaching.—
(a) Ticket account books.
(b) Parcel office books.
(¢) Ticket collectors’ books.
(d) Telegraph books.
(e) Miscellaneous books.

(iii) the periodical account books have been initialled by him to see
that. they are posted up-to-date and that the returns for preceding periods
have been submitted to audit on due dates ; and

(iv) the abstract of overcharges is scrutinised by him to see that it is
complete in every respect.

(g) After the initial checks have been carried out in the manner,
indicated above, the probationer should, at first, be asked to check the broken
or the incomplete period and prepare his Inspection balance sheet. This
done, the check of completed period should not be insisted on, it being
sufficient to have a few important checks carried out and their aims and
objects fully explained. If the probationary Inspector has given a good
account of himself in the practical test, the examining officer should have no
hesitation to declare him fit for the post of Travelling Inspector of Accounts
and for holding an independent charge of an Audit District.

Another advantage of the method of training, proposed above, would be
that the Travelling Inspector of Accounts whe_n transferred to office as Accoun-
tant or Superintendent in the Traffic Audit Accounts Branch, will prove
himself useful. His experience of station accounts would enable him to
deal with office matters in an intelligent manner, thereby, avoiding mis-
understanding between the office and stations with consequent saving of
clerical labour at both ends. '

The next point to be discussed is about the checks exercised by the

Travelling Inspector of Accounts, which are embodied in the Travelling
Audit Manual. They have been in force for a long time and fairly known
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to the station staff. The time has come to introduce checks in the light of
present-day conditions. Apart from this, some of the present checks are a

senseless duplication and waste of time.  We shall quote here two such checks
in proof of these observations.

(1) Coachmg.—The fiaily ‘Trains Cash Book is an initial record. It
summarises coaching earnings from all sources, at first, train by train and
then for the whole day.  The station master remits the total cash. as recorded
in this book, daily to the cash office or the treasury. 'fhe postings
of this book are carried to the periodical summary of coaching trans-
actions and totals of both the books made to agree. At the end of such period,
the station trial balance sheet is posted from the periodical figures appearing
in the summary. Now the Inspector is required to check, at first, the daily
and perxogixcal tqtals of the summary and, thereafter, to check the éaily totals
of the Daily Trains cash Book and compare them with those of the Periodical
Summary. The check of daily totals of the Periodical Summary, obviously,
serves no useful purpose, as any mistake in them would automatica’lly come to
notice when these togals are compared with those of the Daily Trains Cash Book
or with those of da{ly remittances appearing on the credit side of the trial
balance sheet.  This check of the Periodical Summary could with advantage
be reduced to the comparison of daily figures of coaching earnings from all
the sources recordpd in the Daily Trains Cash Book. This method could
safely be adopted in the case of both the completed and the broken periods

and would result in a saving of very considerable time which the Inspector
could usefully utilise in other important checks,

(i) Goods.—Invoice receipts are compared with their respective for-
warding notes to see that they are prepared in accordance with thep articulars
recorded on the latter. The receipts, are, further, traced into outvl\;ard Tall
Book to see that there has been no delay in the despatch of goods ThZ
Outward Tally Book is, then, checked with the Wagon Exchan eg Book to see
that loaded wagons have not been unnecessarily detained a{’z the station
Experience has, however, shown thatit is seldom if ever that a bookm;3 consi n-'
ment is detained and even in such an instance itis not possible for the Augdit

Inspector to ascertain the real reason for it. Wh .
ith 1 . at ac
concerned with is to see that tually the Inspector 18

a) a consignment has not i s
(a) g been bOOk.ed without a covering invoice, and
() a wagon has not been unnecessarily detained for want of loadings
)

To ascertain these an entirely different process of check of
(a) Invoice Receipts,

(b) Outward Tally Book,
(¢) Wagon Exchange Book, and
(d) Detailed Sheets,

is necessary. It anai)y b‘Z noted, in passing, that no such check, as at present in
force, is exercised by Audit Inspectors at transhipment stations wheére it is
more likely for goods consignments to be unnecessarily detained f; mber
of reasons, not connected with railway workin g ora nu
Numerous other instances of the nature can be readily specified, were it
not for the limitations of space. ~The whole question can, however, be best
tackled by railways by forming themselves into a special ’committee for the
purpose of introducing uniform checks mmittee 10

of a really intelligent and hi
necl searchin
character, more based on sound principles and present-daygrequircmems tha;g\
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on farfetched ideas and speculations of a wild goose chase typc}.1 This com-
mittee should also consider and submit recommendations on the—

(i) Programme of inspection ;

(ii) Extent of check ;

(iii) Forms of regular and surprise inspection reports.

(iv) Checks to be exercised on surprise visits ; .

() Mode of dealing with debits outstanding in station accounts ; and

(vi) Confidential issue of circular letters detailing in full the modus
operandi of frauds, from time to tme, detected on railways and
the measures taken to prevent and detect them.

A brief comment is offered below as to how they are to be dealt with by
the committee of experts.

(i) Programme of Inspection.—'1 he State Railway Ccde for the Accounts
Department, Part 1I lays down that all stations must be inspected at the
maximum period of 4 months. Some railways have fixed the period of
regular Inspection of all stations at an interval of three months. Others have
half yearly inspections ; while a few, have adopted, a programme of half
yearly, triannually and quarterly inspections taking into consideration the
volume of traffic at each station.

All such inspections are carried out with such clock-like precision that
sometimes the dates of successive inspections do not vary even by a day, the
result of which is that station staff, expecting the Inspector keep them-
selves alert.

(ii) Extent of check.—Once the accounts have been inspected, the
extent of checks exercised by Travelling Inspectors of Accounts become fully
known to the station staff. Some railways have a cent per cent. check of one
completed period plus the broken period ; o.thers hayg two completed periods
with percentage checks which, under certain conditions, also extend to the
broken period. A few have those completed periods with still smaller
percentage checks. All these periods are taken in three different months
from the date of last inspection. All such percentage checks could harc!]y
afford satisfaction to the Inspector as to the accounts so checked by him
having been free from temporary misappropriations and othf:r S€rious errors
of omission and commission, nor could he be made responsible if anything
irregular subsequently comes to light in the accounts so checked by him.

(iii) Forms of Regular and Surprise Inspection Reports.——Tl}llf:lrc are different
forms in use on railways. Some of.these are too sketchyl, while ot}_xcrs are so
lengthy and full of unnecessary details, that an unusualiy ong tlmne is spe;n by
Inspectors in complying with their requirements. This natur? 1y 1:65111 ts in
the Inspector’s time at stations being taken up in performance of clerical work
rather than usefully devoting the same to the checks of station accounts. Fur-
ther, the reports prepared with so much labour generally get a routine reception
in the office at the hands of clerks, who have no knO)Nlt_idgC, whatsocycr, of
station accounts and who generally get satisfied by pointing out occasionally
one or two arithmetical errors and trivial omissions.

(iv) Checks to be exercised on surprise visits.—All these checks are indicated
in the Surprise Inspection Report form. The Inspector, therefore, confines
his activities only to their performance. T.hls, in itself, defeats the object of the
visit. Surprise visit to a station is more important 1n certain respects thar} a
periodical visit, provided it has real elements of surprise and the checks carried
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out are such as cannot ordinarily be exercised on a periodical visit. The
surprise checks should, therefore, differ at each station and be carried out with
reference to the irregularities and mal-practices found on regular inspections
coupled with such other checks of a detective character as the Inspector
considers necessary keeping in view the various methods of commission of
frauds and temporary misappropriations.

(v) Mode of dealing with debits outstanding in station accounts.—In dealing
with these, Inspectors do not make any attempt to have admitted debits made
good by the station staff in their presence. These comprise

(a) Undercharges raised by Audit; and
(b) Shortage in remittances.

Both are due to the negligence of the staff and there is no reason why
they should not be got promptly made good by them.

As regards disputed debits the Inspector is hopelessly dependent upon
what the Station Staff contend. He has no knowledge of rating and routing
of foreign traffic, and, therefore, he has no alternative but to repeat their
arguments and draw gttention of the office to the communications issued by
the station stafl. 'This is a sheer waste of time, which could, however, be
saved if Travelling Inspectors of Accounts are trained in a manner sugg,ested
here and then one inspector has been solely deputed to deal with station
debits. Some criterion will, of course, have to be adopted for selecting
stations for his visit. His reports should also receive prompt consideration in

office.

(vi) Confidential issue of circular letters.—Audit Inspectors are not, at
present, kept informed of the frauds detected on other railways and measu’rcs
taken to prevent them. Whenever, such frauds are discovered and reventive
checks provided against them, a circular letter should be conﬁdcntigll issued
to all railways explaining therein in full the modus operandi as well )zlxs the
instructions issued to prevent or discover them. If however, the committee
proposed is appointed it will be desirable to refer all such frauds to it with a
view to obtaining the most expert advice in the direction of their prevention
or detection. ‘ p

. The proposed Committee should in
the I. R. C. A. Audit and Accounts Commj
charge of Travelling Audit Branch of an A
The members of this committee should me
decisions sent up to the I. R. C. A. Audit an
ration and ratification.

Jodhpur Railway.

my view be a sub-committee of
ttee and- composed of officers in
udit/Accounts office of a railway.
et, at least, twice a year and its
d Accounts Committee for conside-

J. R. Benjamin.

REFORM OF ACCOUNTING AND RESPONSIBILITIES
OF AUDITORS.

Of late there has been a demand from several quarters for reforming the
present standards of accounting. In Great Britain the need for reform, for
new methods and a fresh outlook in regard to the presentation of the accounts
of joint stock companies and the general attitude of directors and auditors to
their responsibilities has been pressed with vigour in a series of articles in the
London Economist. ‘The requirements of the Securities Exchange Corporation
in the United States under the Acts of 1933 and 1934 have had the effect o(
requiring a specified minimum of information relating to the accounts of
companies as a condition precedent to their securities being allowed to be
dealt with in the exchanges. The professional organisations of account-
ants and auditors in Great Britain have recently taken the new step of
issuing directions to their members on what they consider the approved
practice on certain accounting questions.

The tendency seems to be towards enlarging the scope of the responsibi-
lities of management. Under the present law the duty of the board of direc-
tors and the auditors is to the shareholders, and all that Ieglslatx.on ha§ at-
tempted is to ensure that this responsibility is discharged as satisfactorily as
possible. The opinion is gaining ground that affairs of companies are not
merely questions concerning the shareholders and management alone :
there are other partners in industry, apart from investors, .mamly labour
and the whole community. The inclusion of the community may seem to
be stretching the point too far, but the general public, 9c.cordmgl.to the
Economist, is entitled to ask at least this in return for the privilege of limited
liability which it grants to business enterprise.

If the public took a greater interest in the accounts _of lgrge-s?ali U“Cielr-
takings, the progress of reform would have been more rapid, but unfor tulI;'a ely
the present character of accounting technique militates against anhm ciligent
appreciation of corporation finance. The indictment against the present

system is thus summed up in the words of the same authority :

thing which is far less than the whole truth;
“ The normal company statement tells something D from accounts it is necessary

even to those who understand it. To extract the maxl jar -
for the figures o be interpreted in the light of some expert Knowlete? ST BEetlE bone
ventions of the profession and to make adjustments i1 t been designed to ensure that the

improvements in Jaw and practice have for the most par re an exact statement of the
picture was not painted in too roseate hues, rather than to sec ;

i i filtered down to the workers,

iti tlines of this convention have long ago filt
t{;‘x:yp(::gon;rhzgse ber\(/):rcxi ?:ss lg;uipped than the shareholders to ‘dlsentangle 3hc tri,th, and
it is small \;:mnder %f the worker tends to regard the necessary adjustments and explanations

v T et to deceive rather than as attempts to enlighten,
of the more instructed as * wangling designed tion is so complete that many of those

Surprising or not, that is the case ; and the misconcep t A

wh?arc egngaged in giving their share to carn the profits of “‘.d‘i“{)y bc“:ﬁf‘;&a;‘t:ﬁ tzgsg}:xtc
amount going to the owners of capital is proportionate to thels z:i C.'ursood neigthcr for moraeln
there is a tendency for the reverse to be the case. Such .anl amctlulacb:)sug either now or in thz
at the present time nor for good relations between capital an ’

critical years of reconstruction.”?!

T April, 11, 1942, p. 507.
7
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Corporate accounts are co
Firstly, the accounts of holding
“lack of information as regards all companies, ahout depreciation, tax pro-
visions, and the trading accounts, associated with an extreme woolliness in
statements purporting to explain what figures are given ” ; and finally, there
1s a lack of uniformity hoth in the material provided and the use of words.
As the auditor is the person who has dealt with, and approved, ti:ie accounts
before they are published, (he question of his responsibility has naturally
come up. The auditor’s status legally is that of a servant of ihe sharcholders
who appoint himn yearly, His duties, according 10 a famous judicial dictum,
are rather those of a watchdog than a l)lr)od!.»m}n(l. These canine metaphors
arc stated to be out of date in view of the fact that it is rarer for auditors
to be changed at the request of the sharcholders than for dircctors to be
unseated. The auditor dees his duties as he sees them, but as the Economist
obscrves, he ““tends to see them rather from the standf)oint of the board or

at least, relying on the dictum, to leave with the directors the responsibility
for imperfections which offend neither the law nor the canon of accurate
accounting.”

nsidered unsatisfactory on three grounds.

companies are mystifying ; secondly, there is

The position hecomes even more anomalous in the case of monopolies
or quasi-monopolies. - Gross abuse of thejr privileges in the past raised questions

of publ_ic interest, which has now become an important consideration in the
regulation of not only this type of e

nterprise hut competitive enterprise as
well. - It has been argued that monopolistic undertakings must work in the
ful‘l light ofdgy, and the/s.pecial privileges enjoyed by them‘justify their accounts
being examined by an independent public body.” But on other grounds it
‘would'appear that thf: finance of other companies also need to be looked
into with care and private enterprises are also affected with public interest.
“The immediate justificati

X bl : ation for the demand that light should be let into
the dark places in the history of company finance,” says the Economist, **is

to overcome the disabilities associated with absentee ownership, to remove
abuses and to re-educate the suspicious . A lg[(hrlfl)’()r uniform
and I'Cildll.y mtelllgil_)le accounts probing dCCper.as. e dz;,fl‘é(’- of privilege
conferred HICTCAses, 15 not a heavy price to ask in return for the henefit of
limited liability, right of association and legalised monopoly.””!  Even as
regards other companies, whose financial record has l)(-c;n cminently
satisfactory, the question of public interest has cropped o Thus minority
control of capital has led to certain controversial'issui-s: hearing on the
larger mterests of the community as a whole, It may i}l(‘r:cﬁ)x"o be conceded
that the affairs of largescale private undertakings at ,thc‘ pr(‘;ent can  no

longer pretend to be the concery
.8 v merely of the management ¢ pro-
prictors only. 2 y ¢ management and the p

1 Economist, April 25 1942, p. 575,

2 The last annual meeting of the
finance and management, The Chairman, $ir
used it to bar the re-clection of Mr, w, K’i golci(rlivr\:a{d B
legally restrain the chairman from doing so failcdg on
members of the board and indications frop, influenti

votes to secure the return of his own candidate, Th

ain unwelcome features of compa"?’
aron, belicved to hold voting control,
to the board, An carlier attempt to
Despite opposition from all the other
al shareholders, Sir Edward used his
- r? ) cre has been no suggestion against the
EXrCaed o he il b e R ey, 1 5 e S
£ 1 voting shares, the “A» and «p» 8 Ol the concern, Holding a majority of the 240,000

. \ shareholders ! .
could act to hvmc purpose ‘lf the Baron family dec?degfi (())f;l;ca %?(?&?ggzgf’of‘t/}c): g()tr:czn(;?l:r?ll;:
they could get 'the‘YOt?s of £ £2300,000 preference shares.  Nothing can be more }zc osterous
than such a dissociation of financial ownership and votin comg- I, The casc pb 'pd awing
attention to this aspect of compan ‘Id rol. 1¢ case by dr 4
anomalies. 'The question raised is osed a wide prevalence” of - sue

of public interest.

2 * S OF AUDITORS
PART II] REFORM OF ACCOUNTING & RESPONSIBILITIES O 47

It has been suggested that auditors bave also a PU”thI 'resp;)lnes”i)rllltlgesltns
addition to their duties, as at present understood of watching ]th blic
of the shareholders.  But situations may arise whcre.thmlx(‘jd UUCS,IE(()) mSCILwthi%
may conflict with their legal obligations to the s'hfn?ho (,r? R
it has been proposed to give accountants the de jure ;b‘tflt",‘sl() pclcar that it is
Though this may be desirable, the Economist thinks *“ 1t %S C;S el o show
desirable to confer official status upon a body of people \\Yho ta\fc :,Iuties very
in many cases that they appreciate the nature and Goubtful whether any
different from those hitherto performed. It is, in fact, doubtfu ¢ replaco—
change from without can do much to assist—Iit certan}%}’ canno a }I;roader
a detcrmination on the part of the profession to view thenr duties n ¢
light.”1

This criticism of the limited view held by tl)ff profc§51011 rcgardmg’r;lt:
functions appears to be borne out by its treatment of financial qu'ffsttxons.e 1h-x£
general attitude is negative, that is to say, the auditor concerned is to s; d‘ ¢
there is no overt contravention of the law rather than to guarantee the athee
quacy of the accounts and the accuracy of figures published. Agaln in
matter of costing,

* the auditor is in no way concerned . He is indeed not obh{t.zcr(llt l:‘),h;ta}:(:r 3{2:
responsibility for securing that the accounts kept by the company acclourlla aa d in possession
latter is a member of one of recognised bodies or not, do, in fact, put the bo rtions p He has
of the information necessary to give a complete picture of the company Stope}:r as it goes, i
only tg say that, given the system of accounting, adopted, the state;nenl as much and how
not misleading—and not misleading to a person who understands just ;‘O\I'Vd er. he frequently
little it docs say. While the auditor is in law the servant of the shareho :1 e A
acts in practice towards the board in the matter of the Comgames Ac.t vcf’y2
come-tax consultant does towards his client in the matter of his tax claims.

The unintelligibility of the published accounts is another charge. {)1;.1;6
wide diffusion of shares has meant that they are largely held by the put'r: s
most of whom may not be familiar with the alchemy of modern azlzcoun i }i
If the accounts are intended for the information of shareh91§}§rs,ft 1%’3?}‘;% o
to be presented in a form readily understood. The responsibility fcr ] res flts
ment rests with the directors, while that of explaining the financia
belongs to the auditors. It is, therefore, essential that

ini ial trainin

* these should be stated in language which demands only thea ﬂg“gué?fgg:]gega;ssimilatgc
for its interpretation, and they should be neither so volumggousblc moment to those con-
nor so imperfect as to leave undisclosed matters of any consi ”acﬁce usually considered sound
cerned. Finally, it would seem desirable to a}gandon the p{:{’she d profit figure should be
hitherto of understating the true profit of position. The guf 1the fact that valuation of
one which comes as near the truth as possible ha'vmg regar hor £ mathematics.” 1
most assets and liabilities are matters of estimation rather than o

Even more important is the need to insist on a st}?ndardditgfr' lgﬁg:ﬂatgﬁ
below which published accounts should not fall ]andSltl rr(;n?:d u[; :
that it is fully maintained. The desiderata are thus

- H indirectly, a statement
.. . i terested, directly or mdxrcq f >
“ n which the public is inter - : ision for deprecia-
iy ot ol h Ul s o e s by e wih dtalsof rovion o depec
i articulars, together wi : . ing account
:;zen;Tgvfzzzlgéhgrr?:lcc‘;amn;-‘t)ax PU"POQCS ; details of Ot-h e ﬂoa(;mg :’:S:ct*ie:ip?s t;z:'((i)lﬁtg and loss
showing the sums spent on materials, wages and salaries ; an ﬁgm . Jealt with. and a clear
and apgéropriatidn‘gccounts, showing how the net trading pro1 t'svg(ercise 4 and of any subs-
statement of what concerns are controlled and how the control 1 >
tantial interests,”$

1 The Economist, April 11, 1942, p. 508.
2 The Economist, September, 26, 1942, pp- 392-3:
®The Economist, September, 26, 1942, pp. 392-393
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The fundamental change in the outlo

on larger public interest is stressed by the
on the subject,

ok called for by the new emphasis
Economist in a concluding article

44 s .
accuraglm:cftf:: af; ls‘h(:“d‘tor’s) duty to see to it that the accounts are prepared not merely
vouch forythe fact that z’hgoyfb]ut that they are up to the agreed standard. ~ Further he must
et of the shareholdeiz ;}ﬁ}azlzcazggr:o?sov:leﬂ.as the letter of the law. He should be the
from accepting any employment hut .Y I name, and he should be barred by law
profession. whether through ut that of auditor, while he retains any connection with that

Institute or the Society, In ?;z?cilam" with an auditing firm or through membership of the
» be should look for his rewards inside his profession, and not

e and within { :
elsewhere an: n 1t, to serve society and not a particular interest, There would seem to be

th the ¢
the more stringent cond tioms memnb}:;?}f;; \:;t:iu;f conferred by the greater responsibility and
would not suffice to attract the right type.”2 ch ought to accompany it, the rewards open

1 The Economist, Septembcr, 26, 1942, pp. 392-393

REVIEWS.

TRANSPORT GOEs TO WAR : Issued for the Ministry of War Transport by
the Ministry of Information. (London : His Majesty’s Stationary Office. ~ Price 1/-
net. Pp. 79, 1942).

This is a publication issued by the British Ministry of Information giving
a readable account of the contribution of transport to the present war effort.
In successive chapters are given adescription of the first effects of the war on
the transport system, the extraordinary demands made on it, the conse-
quences of the blitz and how they were met. The road system was similarly
dislocated and it is a remarkable record how the waterways, roads and railways
between themselves met the inordinate demands made on them by the ccuntry.
In this account the railways naturally come in for the largest share. The
reader will note with interest the ingenuity displayed in meeting diverse
problems in connection with the movement of the emergent traffic and how
the effects of enemy action dislocating the lines were set right with what in
normal times would be deemed as incredible speed.  Witness one of the
accounts during the 1940 blitz.  There was a time bomb on the bridge.
So orders were given to clear the station and the road outside. The station
master got through to headquarters and this is what follows:

““ You'll have to close,’ they said to we. ¢ We've cleared one line,” I told them. ‘Let

me run one train. Let me run that little local over the bridge.” * You can’t do that,’ they
said. ‘¢ Yes, I could. I'd like to. To keep the station open.’”

He argued and argued with them, until at last they said, “ All right. You can run a
short one if you like.” R

“ And,” says the station-master with a touch of mischief and pride, *“ we did. We can
say now that we didn’t close down on April, 17th. We ran a short one.”

Instances like these were to be found almost everyday on all the
sections which were the objectives of enemy action.  The book concludes
with an account of the work in the ports. The volume is profusely
illustrated.

Hicuway RESEARCH BOARD, Proceedings of the Twenty-first Annual Meeting -
Edited by Roy W. Crum Washington, D.C.

The proceedings of the twenty-first annual meeting of the Highway
Research Board held at the John Hopkins University during Dcccmber,
2nd to 5th, 1941 contains a mine of information on different aspects of road
transport. The volume presents the reports of the Departments of Finance
Economics, Design, Materials and Construction, Maintenance, Traffic and
Safety and Soil Investigations. These reports embody the results of valuable
research work and discussions thereon by many experts. Among the papers
which will be found to be of interest by the readers of this journal are the
report of the Committee on Uniform Accounting, and the paper on “The
relation of Highway Developments to National Economy,” by Charles
M, Upham. A briefnoteon the former will be found elsewhere,
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railways also rendered direct help in the war chqrt apart from meeting tl‘le

demands made on them for the movements of materials and the troops. Rail-

way employees were released for services in the army and supply departments

while munitions manufactured in railway workshops absorbed over 16,000

. workers. Railway materials and equipments were also supplied to the d?lfe?ce
OFFICIAL PAPERS. ‘ department and recruits for railway military units were trained by railways

INDIAN RA for service overseas. ) .
ILWAYS, 1941-42". The principal statistics of the State-owned Railways are given below

The financial results of working on the St
year 1941-42 record an unprecedented increase in earnings. 'The gross
traffic receipts of railways were Rs. 135.17 crores, against Rs. 117.58 crores in
1940-41, an increase of Rs. 17.59 crores. Ordinary working expenses o o
amounted to Rs. 63.54 crores, against Rs, 55.62 crores in the prev‘ious year or
Rs. 7.92  crores more. The amount set apart for depreciation

ate-owned railways for the

Year ending March ’31.

was Rs. 12.68 crores against Rs. 19 64 crores i o i . . 1,052
i ) R N 1940-41. The operating Average mileage operated 40,477 41,
ratio was 47 per cent. excluding depreciation and 56 per cent including Capital cost of construction (in crores) Rs. 848.86 ?22%2
depreciation.  After making allowance for miscellaneous transactions, the Gross_earnings v Rs. xgg.g 223
net revenue for the year was Rs. 9.38 crores more, at Rs 55.62 crores as l‘\?’ ‘;ﬂi{"g Expenses » ﬁ: 64'37 53.17

. : - e I 2 . e evenue s . .
compcju_edt t(I){the é)reglous year. The surplus availahle was Rs. 28.08 crores Operating Ratio ' s 55.51 5;73:2‘;’
as agains S- 10.40 crores in 1940-41. Under the special arrangements Percentage of Net Revenue to Capital : 7-89 3414
introduced last year, Rs. 7.91 crores would have accrued to the railway reserve Passenger earnings - (in crores) R 622'03 575.72
and the general revenues would have recived the balance. In view of 2 No. of masegers (n eilons) (in miltions)? 21,298.03 s
reCOQMdCr{ltmn of ‘the arrangements it was decided to apply the surplus after Avéragepearniigs per passenger mile (in pies) "3.46 329
meettx‘r}lg tg he con(;rllilutmn for the year towards the discharge of the arrear 8ther coaching earnings (in crores) IIis' 89.63 81.48

contribution, and the repayment of the loans fr I d oods earnings , - S, : ’
. - om the depreciation Fund. . L 2.78
Accordingly a sum of Rs. 7.91 crores was credited to 1:}):1 il}zr]frcel;t;;t:lon fund Xdun}ctorcoq?s hauled, in t(ms(.(m m-llll!mns))x 27 3%?2% 24 529-3}3
. . A > de o. of ton miles . in millions . »351+ ’

anfi Rs. 4.80 crores as arrear contribution. The halance of Rs. 7.93 crores, Average earnings per freight ton mile (in pies) 6.14 106':)9-
paid to the general revenues in 1G40-4.1 ‘hution due Passenger train miles (in"millions) ! 107.21 904
for that year was also applied t e yover and above the contribution du Goods train miles - 8rat 7470
The striking im rOPP t(fwa;ds the repayment of the arrears. Total train miles ” N 203.:(53 2°g~g°3
. provement in the resylts of worki was Gross earnings per train mile S : 66
mainly due to the war. Both the passenger a drl;m.glfor 1}&9 ylcar s Working expenses per train mile Rs. 3.93 2_67
substantial increase. The way the former .igm an 4 reight traflic s bOW ase Net earnings per train mile gs. 1535;5 12,746

since the beginning of the depressi proved in view of the decre Net earnings per mean mile worked s. ’

: cession is really gratifying. The freight earnings,
however, did not record anything like the same improvement butgit should be
remembered that during recent vears there has been such a remarkablé ! Class T Railways only.
iinncllirfgse Hllnt}tl}? freight traffic thag the scope for further increase is naturally
nuted. he aggiregate the performance for the year not only made up for

r?) due:;:aze}:;n J:(:metramcl consequent on reduction of foreign trade : it
{)hesc cesules woro surplus as well. The principal factors in producing
6y .- w1¢ movement of troops and commodities required for the

army, the great increase in the s require

e movements of indjg - ation
from certain areas and the influx of refugees genous products, evacu

meég’[‘heeS e;ccgptlona_l Increase in the volume of traffic naturally led to emergency
short:re Eutli)e Stzlz?ff}oflsa- The roll}ng stock equipment revealed a serious ¥ ‘

the fofm.ation ofythrlm‘l1 I? ljustme_nts in the movements of certain commodities, '{!‘ Py b e byt
loadine. adont: gh long dlstan(:e'tmm loads, insistance on maximum

oading, adoption of short routes, allocation of special routes for army require-

ments and such other measures, the situation wzs r;lct o for army e e\

» _ The year is memorable for th i isiti
railways by the State. The B. BI; & E} further advance in the acquisttion of

0 “mni uim.}

1 /ii.‘

167494
e

-~

Cew TR0
"lm‘“.. $00 Q0

\ A L and the A. i an
notice was given to the B & N. W, and thccllg B& WIC{rc riglq‘:;;cs:d, both
of which were transferred to the state-managed grm'xp durir;g ;942-43’. The

I The Report by the Railway Board on Indian Railways for 1941-42



NOTES AND MEMORANDA.
RAILWAY BUDGET, 1943-44.

The Railway Budget estimates for 19042-43 and 1943-44 disclosed an
unpreceqentcd scal_e of traflic earnings and surpluses. Within Ibult' ‘yenrs
the carnings of Indian Railways have increased by 50 };cr cent. and touched
the 150 crore mark. According to the accounts for 1()41-40- the financial
results were substantially in excess of the revised amiciputh;:{s of last year.
The revised estimates for 1942-43 have already been improved upon according
to the approximate figures now available, In the light of these facts, it would

seem that even the hudget estimates for ti
& 1C current yes ¢ ove to be
somewhat understated. year may prove ¢

The budget estimates place the gross traffic receipts at Rs. 150 crores.
Working expenses are expected to be Rs. 73:85 crores 'l'aki‘I.u; ')dq)recia-
tion at Rs. 12.84 crores and the payments to worked lines at Rs. 1 45 CTOTCS,
net traffic receipts amount to Rs. 61.86 crores, or Rs. 87 lakhs lcss than the
figure estimated for last year. Net miscellaneous receipts amount o Rs.2.17
crores, and the total net revenue, at Rs. 64.03 crores, leaves 'llftcr yayment
of Rs. 27.99 crores as interest charges, a surplus of Rs. 36 04. ’C;Or(’s‘ !

T'he abnormal increases in traffic receipts during hoth the last and current
years, have been atiributed to a striking recovery of passcnqcrl ez(lrnin"s an
a contlnuf.:d rise Of.gOOdS carnings, as a result of the conditions created ?JY the
war. It is reassuring to observe that the increase in income has not been

accompanied by a corresponding increase i .
$€ 1n expenses, ¢ [ : o the
phenomenal surplus. penses, and this has led t

The apportionment of the surpl
. - plus between the railway and general
revenues has given rise to a good deal of discussion. I y \

inati . Last year witnesse
g}et}tlz”;i?a&znﬁfst};iCthnd%%,.momtO“uma and the basis of t%]m distribution
k y e ith the approval of the Legislature, a larger
payment—in excess of the contribution due for 1 ¢ ) ;

i o 041-42, was made during
;cl)‘ftl YCQa-r, ?mfi{sthe balance of thc.cor}mb“tlon under til(’: Convention du€
942-43 1s Rs. 17.77 crores. But in view of the suhstantial surpluses carned,

Government considered the taxpayer entitled to fyll relief, and an extra-
conventional payment o_f Rs. 2.96 crores was made Out,o(f thc‘ balance,
Rs. 16.08 crores were paid to the Depreciation in rcpa'ymem of the temporary
loans borréwed in the past.With these payments all the outstan dir;g liabilities

for arrear contributions and to th iati
¢ Depreciation Fun leared-
The current year, therefore, starts with aIZlean slate d were fully ¢

With a view to affording greater relief to the taxpayer, Government
have sought to appropriate to the general revenues a larger roportion of the
budgetted surplus than sue under the Convention. It wzf)s ppm osed ‘10
aba.ndon so much of the Convention as provides for contributionpan d allo-
cation of the surplus to general revenues and to distribute the estimated
su'rplus f?r 1943-44 on commercial lines hetween the general revenues an
railways in the proportion of 3 to 1, general revenues receiving also the anti-
cipated gain on the strategic lines.” This proposal was accepted by the
Legislature and the share of surplus for general revenues ;iux-ingpthe current
year will be Rs. 27.10 crores, including the profits from the strateéic lines.

PART. 1} NOTES AND MEMORANDA. D 53

The balance of Rs. 8.94 crores will be transferred to Railway Res&;rvg. !t was
further proposed that until a new convention is adopted, the dlStI.‘Ibl.lthn of
each year’s surplus should be determined afresh after duly weighing the
respective needs of general revenues and railways and that the proportion of
3 to 1 would not be regarded as a precedent. . ]

The Resolution amending the 1924 Convention to give effect to these
proposals met with some opposition, and a represcntative Committee of the
Legislature was set up to go into the question of the examinationof the prmmples
of a revised Convention, referred to elsewhere. ' ’

The principal features of the estimates are sumn'lari.scd below :* ‘

1. The operating ratio (excluding depreciation) indicate a slight increase
from 47 to 48 and 49 during the last and the current financial years. The
ratios (including depreciation) drop to 58 in 1942-43 but increase to 59. The
levels of the ratios represent the lowest touched since 1924. The general
decrease is reflected in the ratios of most of the lines. The B. & A. Railway
as with the constituent systems in previous years, has the highest ratio.

2. Gross traffic receipts set up a new high last year and are expected
to be 45 per cent. higher than 1924-25. The upward trend is noticeable on
all the systems.

3. After an extended period of stagnation, passenger revenue registered
a remarkable increase of 17 per cent. in 1942-43 and is expected to be 18 per
cent. higher during the current year. .

4. There has been a phenomenal rise in Other Coaching Receipts.

5. The principal increase in receipts has been under goods earnings
which, as compared to 1924-25 stand 42 per cent. higher last year and 46
per cent. higher during the budget ycar.

6. Ordinary working expenses have moved up and compared to 1924-25
will be 34 per cent. and 39 per cent. higher. .

7. The increase in the total working equnditure has been relatively
lower namely 30 per cent. and 32 per cent. during the last and the current
years. . ,
8. Analysing the operating €Xpenses, .the largest increase has beer}
under general administration,dthe cost of \«?/)h;ih expressed as a percentage o
1924-25 is 163 in 1942-43 and 177 In 1943-44- _

? 49. ’ Net t?aﬂ‘ic r%teig?s stand 72 per cent. and 70 per cent. higher than the
basic figure. The profits earned during 1942-43 set up a new reco.rd.
10. These features are reflected in the results of most of the railways.

RINCIPAL STATE-OWNED
I — PERATING RATIOS ON THE PRING A :
ABLE II.—SraTistics oF OPE! I WAYS, : Rs. in Lakhs.

INCLUDING DEPRECIATION.

EXCLUDING DEPRECIATION.
RAILWAYS. l 1941-42 | 1942-43° [ 1943441 | 1041742 | 1942-43%—1043-441
v Rs. Rs. Rs. | - :
B. & A. 618 | 726 | 7 [ §:§'Z ?,3‘%
g' 115 &C.1 igz ;f%g 48.6 58.2 55.8 57.6
G Lp 42.3 39.5 41.2 50.8 46.6 48.2
N. W. Com. } 8.4 | 486 47:3 59-2 578 56.4
. W, Str. . : .

. . 445 48.7 43-4 48.9 57.2
N B |5z |58 | sre | fao ) o
., . 8 45-2 40.0 . . . .
gt.l& S. M. o 335 45.2 47.9 - | 562 53.8 ?é.a
' “Total ... ] 4790 478 49.3 58.9 58.0 58.8

I
*Revised estimates.
8

~§-Budget estimates.
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[1941-42
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—62

+4,47

+5,36
+6,14
+9,61
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—1,47
+6,06
+1,00
+1,59
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+1,79
+36,04
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+2,07
+1,28
+28,08

%
65
151
145
233
203
190
179
140
176
170

%

73
159
153
240
195
21
194
145
186
172

%
110
143
141
181
102
104
217
123
147
153

1,38
8,10
11,71
13,44

Rs.
11,37
2,18
4,68
5,00
3,65
61,86

Rs
1,54
8,49

12,31
13,79
10,92
1,39
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DEPRECIATION ACCOUNTING FOR AMERICAN RAILWAYS.

Last year a mandatory group plan of depreciation accounting for road
property was proposed. A Special Committee of 12 members was constituted
by the A. A. R. Accounting Division to examine the proposal, with Mr. J. J.
Ekin as Chairman. Although not agreeing inregard to details, the Committee
recommended that the proposal should be accepted by all railways, provided
the Commission would eliminate depreciation accounting for track structure.
This, the Committee argue, may be left until railways have had some years
of experience with depreciation of fixed property. The reasons underlying
its objections are discussed in the extracts from the Committee’s report re-

produced below.

“ Present accounting for ties, rails and other track material reflects the loss in service
life when the items are replaced or retired. The proposed order would reflect such loss through
equal charges to operating expenses spread over the estimated service life of the items. The
replacement method is simple, practical and realistic. In contrast, the proposed depreciation
method is an attempt to apply a theoretical concept of depreciation to the minor parts of a
complete structure, which would also result in the publication of misleading financial statements.

The Commission is directed to “ prescribe for carriers the classes of property for which
depreciation charges may properly be included under operating expenses.” This direction is
on all fours with the proposition that certain of the property accounts are not adaptable to
depreciation accounting. The Commission has recognised - and quite properly so - this
situation, by excluding over 30 per cent. of the estimated original cost of all property, excluding
land, from the classes of depreciable property. Therefore, the treatment of ties, rail and other
track material as non-depreciable items would not create a precedent. Rather it would
with contribute to the establishment of a reasonable system of depreciation accounting,

Ties, rails and other track material are but parts of the complete track structure - not
separate units of property. Renewal of parts is merely repairs of the structures. Depreciation
accounting is adaptable to complete structures, but any attempt to extend it to parts of units,
such as track elements, will result in an unintelligible scrambling of routine repair expenses
depreciation charges.

The Commission has evidenced agreement with the proposition that renewals of parts
should be treated as current repair expenses. In the case of equipment, it has found that a
complete locomotive, a complete car, etc., is the depreciable unit. The cost of repairing the
unit is charged direct to the appropriate operating expense account when the work is performed.
The renewal of an axle or a wheel or a brake is the same in principle as the renewal of a tie
or a rail or a switch stand. All are parts of complete units. To the same effect, the proe
posed order treats a complete building, including floors, roofs, foundations and fixtures asa
unit. Thus, the renewal of the roof of a building at a cost of, say, $ 10,000 would be
chargeable to current operating expenses while t}lc I_‘CI}CWal of a § 1.50 tie would be a
capital charge. A building is not usable if a floor is missing nor is a railroad usable if a rail
is missing.” .

After reviewing the treatment accorded to repairs in arriving at taxable
income 1n the Federal Income-tax Laws, which are probably the most strictly

construed of all statutes, the Committee procced to state :

« Accepted accounting practice treats repairs and renewals of parts of structures as
current operating expenses. And that practice is peculiarly applicable with respect to the
track elements. No one questions the fact that the track structure must be maintained in a safe
and efficient operating condition by renewals (repairs) and replacements, nor that the increased
speed and tonnage of trains has necessitated an increase in the standards of maintenance.
According to the studies made by the Bureau of Valuation, 75 per cent. of the wear and tear
on ties is attributable to use and that 100 per cent. of the wear and tear on rails and other track
material is attributable to use. It follows, therefore, th'at repairs to the track structure are in
direct ratio to use. 1f that be true then the cost of keeping up the track should be in the years
in which it is used. Let us take the ton miles, which represent use : In 1941 the ton miles
will be double the ton miles of 1932 with variations in the years. Surely this is a clear demons-

tration of maintenance following the wear on the track.

The proposed order provides for equal annual charges to spread the estimated loss in
depreciable property over the estimated service life. Thus, the monthly and annual charges
for the track elements in operating expenses would be substantially the same regardless of the
quantity of such elements applied in renewal, Yet, as traffic increases, revenues increase
and track maintenance expenses ncreasc. And just as surely as there is a decrease in traffic
there is a decrease in revenue and in track maintenance. Obviously, it would be misleading
to show track maintenance as costing X dollars each year when the actual use of the track
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structure necessitates expenditures for repairs of, say,
dollars in another year. The average of the sum of 1

relationship to either of these two figures, Track maintenance expenses should be stated so

dlearly that he who runs may read. * The public, investors and others are entitled to factual
financial statements rather than statements showing merely a hook-keeping entry of the theore-
tical concept of property used up which is at best merely an average over the life cyrle of the
plant. Thus, on its merits, the exclusion of the track elements from depreciation accounting
1s fully justified. .

14 X dollars in one year and duly 3 X
and 99 is 50 ; but 50 bears no sensible

i The proposed order treats each tie, each ton of rail and cach of the more important
items of other track material as a unit of road property.  When any unit, as defined, is replaced,
the cost of the’new unit must be written into the investment accounts a;(d at the sa,mc time the
cost of the retired unit must be written out of the investment accounts. There are more than
one billion ties; fifty million tons of rail and an unknown quantity of items of other track material
in the railroad track structure., Meticulous accounting for each of these units would be an
unreasonable and unnecessary burden upon railroads, We believe the statement of the

Commission, with respect to the track laying and surfaci icati
) S n acing ac “ tion of
strict theory would involve difficulty and exp § secount, that  the applicati 1

] ense not justified by the re g ined,” 15
equally applicable to the track elements accounts, ! by the resulis obiained,
duri We %;Y_C }dca)l?g with a‘sea_soned property.  The period immediatcely following copstruction,

uring which replacements might not be normal, has long since passed. Also, a tic, a ton
of rail and other track material are, in fact, nothing more than parts of the u-a’ck structurc.
The replacement of track elements represents merely repairs to the track structurc. Thest
clements are rencwed under normal conditians from year to year as necessary, and therefor¢,
lend themselves particularly to maintenance accou Y

pa’ Jnad nung rather than depreciation accounting.
1f depreciation accounting is made applicable 1o the track elements, the high renewal
costs will be written into the investment account. The real value of th L] v %ll bg the same.
There is no reason for such inflaction of the investment account ¢ N g %:n - Svc to say
that in the past operating expenses have been burdened a1 the cxp('.”qé ;); dx]s ! Pf‘f u?‘:t account.
Without admitting the correctness of the argument, it is clear (hac it ﬂ"ee o § ”«ld reason for
now lessening operating expenses in the attempt to state the ir;vcslr() g ,rls rvon t at current
price levels. The cost of parts used in repairs is charged to cx e},gr.l‘ku | a(,(,ou}t: s
are generally in excess of the cost of the original parts.Some pro rin' x:s(, althoug Ol;l uickly,
?}:hcrs {emalnt 1 service over an indefinite period ; price levgls K;‘;c };;nesrtr;snmf aclhangi%g. n
an?;eg iiléprcxud‘;ltseancless’i tltol(‘jdozi)cvxous _that the mvestment account can never reflect costs as Ol
A tatiroad cannot at a%l s cor‘(‘)n",i;“gfto capitalise prices when no value is added to the plant ?
not sound financing 1o i provide for all of its capital expenditures out of earnings and it 1
g 18sue securities represented by increase ices 1 ents of
property. The trend of today is towards a red C 10 prices or replacem

uction in funded debt and stock.”
The American Railwa

L ¥$ arc subject to taxati
affect income-taxes. The Commimlze e
3

required to present any inequitable {

, and charges in income
therefore, examines the safeguards
: axation of ruilway inc by reason
o 4 . . 8 . . y income, Dy
o the new g anl The Gy L e Y T
denreciation of : ¢ Straight Line method in the determination of
P 0 charges 18 next discussed by the Commit(ce
* The pro i i .
straight l;{mcm%lhg?lscgn?sr?i?srtrygql{“cs the determination of (he depreciation charges by, the
The straight line method disregards e e o, Vi€ value sofely on the bass of units of time.
not eniincly, o methed dis :gax ‘s f‘lf fact that losges in service value are due largely, although
the Lfe, Thus 2 machias ope\}:téd tr;‘gﬁneral the greater intensity of operation the shorter
be expected to wear out more ¢ '3[ tgh speed and for twenty four Lours in the day may
mittently.,” The use of railroada!};ciglitiés an_ onc operated at a lower speed or inter-
activity is not static. On the con ¥ In ditect ratio to business activity.  Business

“ We believe that each car t'rary;\“ ;S subject tg violent Hluctuations.”
. : rier shoy . -
mission for approval a formula for mcasnrincé gavc the opportunity of submitting to the Com

epreciation in the units of use rather than time.

is available.” counting order definitely state that this option

In some cases a railway facility may be ap
deprecmtmn', such as the exhaustion of tm{ﬁ;
fl‘he Cmnjgn%t?e considers that any dcprcc;atim) acccunting order should
mclu_dfz pl‘?VlSlOn for amortizing the cost of railway fa(:ililit‘gs under sPeCiat
conditions ; and recommend that the following provision i / 2 (;f Docket
15100 (177 LC.C. 351) should be retained : i pans

“ Provided, that in case a

steam-railroad compan ice Li .
o . y can show that service life of its
property is dependent upon a particular source of trafic upon exhaustion of v:}})::czfmxc operation

andoned for reasons other than
uatural resonrces, or otherwise.
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of the property for common-carrier purposes must in all probability be abandoned, and t}txgt
the time of such exhaustion can be predicted with a reagonablp degyec of accuracyv, thgn e
entire property of such railroad may be classed as depreciable, in vyhlch case, however, depre-
ciation of this character shall be provided f?}f through a special amortization account,
instructions as to which will hereafter be’given.

The Committee further recommends that the amortization provisions
s PR} - -
be extended to any part, as well as all of a carricr’s property.

COSTS FOR PRICING vs. FORMAL ACCOUNTS.

In a recent bulletin of the National Associagion of Cost Accour}tant-s,
Mr. Harry E. Howell discusses the proper(fupctmn of cost asc(;luntmg in
business management and price control. There has been e w?tes,
““an enormous increase in the production of ﬁgurgs, but in many cases 1tﬂe :
progress in determining which facts are ori‘vxtal significance in chartmg td e
profit and loss course of the company. There is, to quote his own wqrﬂs,
*“a ‘delusive appearance of accuracy’ about financial statements, chlu; y
because they balance and are expressed in figures. There is 2 compulsion
about accounting conventions which leads one to mistake the shadow for the
substance.”” Mr. Howell criticises the present methods of overhead distri-
bution which fails to distinguish bet'ween those costs which are a functgon
of time and those which are a function of use between standby costs V\{thh
are those that we have regardless of whc‘ther or not we produc:e and variable
costs which fluctuate directly and consistently with preduction. :

‘The management ptoblem in con}rpllipg standby costs i.s distinct'from
that in controlling variable costs. Initial investment, capacity and size of
tandby organization affect, first, cost, so that \{olume or utilisation is the
o )fl‘actor It is the fixed cost that varies with each added or reduced
pn’Tif rod{xcti(m. But with the variable cost element the problem is one
u;l ! hpds of efficiencies and of constant control because thesc costs are
(c)onrsrtztntofm? each and every unit of production. Moreover, failure to distin-
ish between standby and variable costs produces erroneous costs c%ue to
?r?lgroper assessment and distribution. . . . One’ O!f thf 1?18t P}‘;m: 1{“})‘}“5
group 1s probably the hardest for the accountant to upc.ust@ . ¢ has heen
trained to charge costs against the prodgct on the basxs<of casua respnnm}nhty.
In other words, if it was becausc ().f this particular praduct that the expense
s ineurred. or if it was this particular product that reccwe(} the bem.eﬁt of
z;;séle?f/‘ilce, then it should be charged to that product. TAh"’{ € 1]5( no particular
eory until we deny that1t1s possible to look at the matter
We must admit that many costs must be assxg.ned.to
nation of their sellingfp;"lmc and in the dt;:er{nlr}atlfg)n
. . B the profits of the company, on the basis, for

of thexi‘ rel? tx\;c fotlf:glt};;giocnwtﬁl bcax{). In other words, it might.be excellent
exampie, ol wha rer of necessity—to let the product which for scme

: i t, a matter . .
?;s;;xgsg—;—ol&efra Za’n command a relatively high price carry more of the nverhead

than a product which has to meet severe competiion. '
nsiderations Mr. Howe}l concludes that it is not wise
hat a product that cannot carry its full share of the overhead
to assume thara g ed unless we have made a most careful study of the
howld e dlscontu}:?ch it should not be forgotten include the fixed cost of
star}dby charggs e tration. These fixed costs embracp .thc salarzes‘a_nd
sel}llmg and 2 n}utx}llse salesmen unless he works on commission only. While,
O}E erfexpsn;eiigen p;”oduct may not produce very much net profit, its absorp-
tliocr:i)i? g;ed costs which otherwise would have to be spread 9V€Y1 otlll.er Pm}f}u‘ltﬁ
—thereby reducing their gross—fully justifies its position in the line. From

argument with this th
in any other way. W
products in the determi

In view of these co
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.this atmly‘rsis t.he writer observes that the accou )
Se;or nsll;lr(;: ;h::gl ajv'?ilclla”-m?h}Sive conce;_)tion of cost: ““ We ma
the investment is ﬁrs‘t mlagxpmb?iss' _t'hC e nomic outlay fromy tv};’an.t o
the cost for purposes of .o unulitis recovered : we may want to d rmine
cost as one of tﬁc deterrrlxril\\:zmor)i’ valpatlon. o gt taay want to chrmmc
o el et Ints 0 Sf:lllng price at a time whe mpute
y- In the latter case, the figure nee(?cc(l)ur vollt;r{le
would be

entirely di - fie - whi
y dlffel’t!l’l,t from the cost which we would ¢ id
above normal. onsider then we are already

ntant has to realise that there

ECONOMY OF STATISTICS,

In a report presented befor
on tl}l)e subjlect of agequatc man-poivetr}:eh(gvms :
can i
A it s mponsible sy wateh every spes o astical studies was
problem on hand affords inl :nvery oot o hop atistical study avézs dlcslcussed.
than personal super\;ision e e i i better and more rev lpte ol
be used to set exact stand (zir 1; Do @ continuing obser ion and. can
ol ; andards for performance which wil] vation and can
] paration and use of statistical studies oclude guesswork.
efficiency, the following considerations were sn{zsc;a? 1{1d1cation of relative
< Std as important :—

lé:ran. Association of Railroads
perations peculiar to a division

1. Is the study being used or is it merely filed ?

2. Is there necessity for a periodic i
» . a r 1
its presentation exceed the value of the rcsullz% atsal of the various data?  Does the cost of

. 3. Is thp compilation of sufficiently bro :
cemonsbly precke picture " Ther is in ever prsen pospigl o, 27 Adcquate and
resultant false’ conclusi%ns. 0 (e trap of reasoning from the partlic):l’l;:f ltr:l:ﬁpggn};rg;cmr'cg
comparbion of prcsens with previou e Preservation of ¢ -
changes ? gures of a like natur

?ci :omgilations to permit ready
order to determine relative

Is there simplicity of i

5. S L presentation idi

that might obscure essential points? » avoiding abstractions and undue refi
refinements

6. Is use made of averages in basi jud: ;
X = SINg judgments, wit} i
hlghcst, lowest and medium ? » W ue COHSidC!ation given to the
? 1

7. Is use made, wherever, possible, of
5 crcentage fi; f
example, to convert totals into percenta e’s b 8¢ figures, as in a
to each part? P ges of the whole in order to giveﬁ;r(cl;;:r:cx ta'bﬁle’ for
significance

8. Are the data accumulated b

. ! 1 y or under the di s

preferably one with an academic background in stat“:is(tli‘::-:wfl:t SuPl:.rvxsxon of 2 competent person
’

accuracy and completeness of i : methods icati
y p presentation?  The individua] sxtudiil:smt)t‘:1 Sﬁllc?txon, to insure
uations that offer

inducements to study depend to a large
nent extent, of cof
of the . L0 SC CX s urse, on th
o the diisn Thereoe i 1o el {y enumerae, cxcep s e P
ig offer tangi fve cner i
supervision of personnel, ngible and effective rcsultsgin ma;ir‘:;:y._the stud;ei
ining carefu

9. Way freight train performance : i
actual running _time_; the tim% lost on lsgc.oui?;tolf{g n t'abu .
arrange the calling time of the trains) coal and wat ey rains an
may be doing work that can be done more efficientl o aching (to d
in pounc}s or units, together with the time s yin yard§)
local freight trains. pent in handlin

lar form to show miles run and

d meets (if too high

: evelop where roa:igcr,‘ ws

g’ ;?]xénaﬁe handled, light-car-lg;vj
the overtime of individual

* 10. Through freight trai
number of cars an§ type gf o lam, pe.rfm'mancc : tonnage handled }
superior trains ; arrival andp dwer S hiles run and running time ; conl ayal and_ adjusted
v H cparture times to show delay at éric?al an(;'l water time ; an &
11, Drop trains, or cut outs ; Dai 8in and for connecti
, uts ; Daily departure time and delay report, to d pections.
» to develop delays

to way freights originating at inte i
. . - rm 1
at intermediate points. ediate points as well as delays in handling h
g house freight

12. Passenger trains : Miles
: run a;
show whether the schedule is too tight orng i.ct}la
seasonal fluctuations. ot tig

1 running time ;

time i
ht enough, avoidi at stations fork, to

ng instances that reflect
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13. Car detention in yards : Average, high, low and medium.
14. In larger stations : The cost per ton for L. C. L. freight and transfer work, and
tons handled per man per hour.

15. In yards: Cars switched per engine hou
:10 the cost per car, with due consideration given to 1
uctuate in the same ratio as the business.

PROTECTION OF RECORDS.

ction and the increased hazards of destructicn
siderable attention on the part of Government
and commercial organizations during recent montns in thosc areas which are
exposed to air attacks. Mr. P. G. Wharton, General Auditor of the Atlantic
Refining Company, U. S. A., had made a timely study of the steps taken by
companies representing diverse types of business.

The problem of protecting records against destruction has been met
in two ways: by duplication and distribution of records. The time
element, the scarcity of material and the cost factor make it impossible
to attain complete protection. Distribution of records affords the cheapest
solution. The originals and duplicates may be kept in separate places in
the same building, but this affords only a very low degree of protection. Even
if they are kept in the same town there is no greater assurance. Records must
be distributed sufficiently far apart to make sure that the originals and dupli-
cates cannot both be destroyed in one attack. As a general rule if a given
area is considered safe for employees, it may be taken as safe for records.

It is of course, impossible to safeguard all records, and therefore, the
question arises as to their relative importance. Mr. Wharton has proposed
a tentative classification into four broad groups : .

Class 1 : VitaL Recorps. Consisting of papers and books indispensable for the con-
tinuance of the business, such as engineering studies, plans of critical plants
or equipment, accounts receivable, minute books, important contracts and
agreements, service and pay-roll records, general ledger, records of property

deeds, bonds, mortgages, etc.
nly at considerable expense ;

Class I:  ImporTant RECORDS, such as can be reproduced on!
such as. statistics and supporting data, accounting records needed for the
establishment of the correctness of entries, and other papers; operating

records, etc.

Class III :  UseruL RECORDS,
and whose loss wi
obstacle to the continuance
loss and damage, personal indury,
etc., after delivery has been taken,

Class IV: NON-ESSENTIAL RECORDS, which have no long-term value.

The first two may be further classified according to location risk. Having

classified the records, the next question is that of reproduction. There are
tion of records in the identical manner

three methods, namely, the transcrip )
in which the originals were prepared ; cOpI€s prepared by photography or
blue printing ; and duplicating on the typewriter or by any other process.

The first method is prcfcrablc for the general ledger, tax statements and
factor being the volume of labour required to

similar papers, the diciding )
produoclzhe fimished record twice and the cost of re-production by photography
hich the prints would be

or . = The length of time during w .
‘:eta?}xl:i pé::t;g%)idiry fvith §vhich the originals ‘charigeb.and therefore require
change in duplicates : and the volume of duplicate prints with reference to

the st —eeded are the factors to be considcr‘ed in selecting the
P“mgg::g;i;%arc;a:sezdbmg process. Some of the class : * Vital Records.”

9

r and yard costs for switching, reduced
he fact that these costs will not always

The danger of enemy a
of records has attracted con

which are helpful for the smooth operation of the business
Il occasion inconvenience, but would not present any
ce of the business ; such as papers substantiating
labour expenses, stock ledgers, bills of lading,
and evidences of payment to employecs, etce
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How about the current working records? Mr. Wharton considers that
each section, group, or department should be designated individually whose
duty it would be, in the event of an air-raid alarm to remove allye s
accordiug to their classification to the vault, safe, etc. A practi lr cor ;
to this problem is to be found in the method employed b Il)’xust Cil' ar%swc
in regard to the general records which are in use everyday an draa;an :m?
their fles during the working period. Each departmentyi’s - l‘e dou ';)h
one or more air-raid boxes, constructed of light wood or pl WI())P (ie v;ll
hinged cover, handles on ends, a hasp and padlock. They aI;ey aP ! (\ivu a
not to be unsightly in the oftice, and lettered or numbered with a C(I))dm'c _?o‘ as
their location and contents. When the siren sounds, each cleﬂ:3 stlgl:u ylrﬁg
papers that he is at the moment looking on and place them in the bo a csE the
the drawers may sometimes have to be employed. Two male em lx. ven
assigned to each box to move it when filled to a prearranged plfc: };)efeioar;?

parative safety in a specified order, so that they may b .
confusion and with speed. ’ y may be brought back without

ECONOMY IN STATIONERY AND OFFICE MATERIALS

War-time pressurc for materials has enforced th

) : - e need for utm

in the use of paper and other office materials. If supplies are ngstaecqimt;?y
or are available only at prohibitive cost, every office will be anxious \tlgleaﬂ‘e(e:;

as large a reduction as possible in the use of materials.

The question appears to have been approa : ..

thoroughness in the American T .V. A. ConsEFvatig}r:egrow;;Irln Char?ctcnst,c
materials. According to this programme, suggestions gnd me for office
received, assigned to the proper section and scheduled. Report Pfroposals are
are co-ordinated and proposals with revised rules and regulalt)ion: ro(;n analysts
publicity are handed by the supervisor. The nature of the and necessary
that has been set up to deal with the multitude of problems i i)rgap}zz}tlo'rl
cated in the diagram on page 63. involved, is 1nd1-

POWERS OF GENERAL MANAGERS.

The Standing Finance Committee for Railwa ;

of the Railway Board on the subject of the POwg]rss (i)‘;céissgralmﬁmorandum
sanction works. They approve of the discontinuance of ?h anagers to
on the East Indian Railway and of the restoration to the Gcnee lﬁ);\%cnment
of powers to sanction works up to a limit of one lakh in each C;a anagers
the proviso that the whole question would be re-examined aftse subject to
"The memorandum of the Railway Board reviewing the result ferhthe war.
ments of the East Indian Railway, is summarised below : s of the experi-

The following are the figures of estimated costs of ; . -
of that railway for 1941-42 and 1942-43 : new works provided for in the budgets

Rs, Rs.
1. Works costing more than Rs. 1 lakh each 1941-42.  1942-43.
2. Works costing between Rs. 50,000 and 1 lakh each 36-2 19.97
g. Lumpsum provision for works costing not more than Rs.50 000 9.65 2.56
h R
eac 11.63 8.43
Total ...  57.36 30.96

1f the limit of powers of sanction of the General Manager h .

cost of works which he would have sanctioned without %cfcr:xﬁ:g (t)ct) ?ﬁ:‘ﬁ:m“d’ tlhdc}f:nmath
only 9.65 lakhs in 1941-42 and 2.56 lakhs in 1942-43. This, however do’ey(:;t an b;el:
these works would have completely escaped the scrutiny of the Railway Board. As hmcan tha

Finance Committee are aware, the Railway Board obtain from the General Mantageefﬁz?:l:éﬁ
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railway, an itemised list, together with ief justi
Vs ¢ a brief justification, of all i
: works

;:Sa‘c:](':;nwix:chthte contemplates in the course of the ensuing yea’r. Althoug}: ;:Oétmg 0;76;420,000
Is co th!c) ngrd % ;/va;); tl":il:l\l/l:, geni‘ra}gy th:rﬁ is no radical departure from suc}:n: rgrogr:r:rgg
: v accurate idea of the works which i ini i :

A é y ich the railway admini
aﬂ“ectezi] tl;]te d;:;?ﬁ, ia (f;l{r_]éti}l;lé‘l?ll{l ayitltsvx; 113 t wxél be seen that this change th not, i:ls;;atcl?;gigggif;
. 0 i
S, y board over the works expenditure, of the East Indian
The Railway Board have also introduced an important reform in the machinery of

financial control on railwa 1
2 ys with the a i ;
Chief Accounts Officer has now been clera)ﬁl;oz:ltro:c:]; tll)lzlt)hl'l:e %s:ounts Committce.  The

not only with regard to matters of i a special responsibility
M bs accountin TOoDri - P Y
matters of financial prudence, whether with 8 propriety but also with regard to important

= . : in the financial g .
manager or not.  If the Financial Adviser and Chief Accounts g)of‘ﬂ”:;: (;ii;llégr::;dw}?h tt};fc gz::::}

Manager he has to make a refer i
1ag s ence to the Railway B
2 ; ; ] y Board, should the
111\121\:{;%1:&; }:(()) Cllr(; s0. 'llh.e Railway Board consider that this d;iy to day scrﬁfrlxmraf! thMalr’l'ager b
Adviser sh ulc tx}”e?_L{t in much better financial control over railway ex cyr?'l ¢ e
: ion in their own office of justifications given in works pr(mrax};miepv:']hilcrre thtan b
s g y h must néces-

sarily be brief, and that even if th w i
2 ; €re were previously z ili
Centeal Managers, they do not e er P usly any reasons for curtailing the powers of

The only effect of curtailment of

‘ e only > of the powers of Gen

inereas : ! ! cral Managers

wﬁir(‘c;nii (t)(i) »gr:rk m.ll;le Oéﬁcc of the Railway Board and delay in the géxec‘lff?z:fl };e rgent works
. d ) quc§a y deprecated in times like the present. Such curtail e et

opposed to the gpirit underlying our present machinery. of financial conl?ctlmmt would also be

On tth(, groundi tlle Railwa ](l (1' recommend t 0on ()1 [he
. : Y Boa ld not CCO 191 d h i

' ) ¢ € extens

(7)}{)(:] iment to f)thCI Y ‘l‘llwa y S and asked f()r the apprOVaI Of the Sta“dl‘llg
mnance C)mmlttce. Ihc C( Ilﬂllit[ec requircd the Railwa.y B()a.rd to Subm.t

l T 1

a report on the results of the reforms introd ;
: . uced by t "
to in their memorandum. y the Railway Board referred

ADVANCE ALLOTMENTS,

Under the present arrangements advance i i
for general purposes stores ﬁp to 60 per c:nltrfdg?ttshcsY;L):rglaecedfb)l] raways
purchases for the previous three years and the Railway Boar% a.(; authoriod
to relax this limit in special cases subject to a report to the co et
the reasons for the relaxation in each case. The Railwa Bomr:lnttee .
to thc. meeting of\the S. F. C. in December two cases in r}:‘:s e;ltr fre}}l)orted
financial year. The first occurred on the Great Indian Pen}i)n lo Ii Sy
on w}’nch the cost of stores required was 221.7 lakhs against the o
years’ average of 141.08 lakhs, thus exceeding the limit b QPrIC‘EEUS e
second was on the East Indian Railway on which certain }1]11‘36115' csi o
the value of 1.35 lakhs were placed in excess of the limit, Ingconﬁlrl;n'ents }?f
action of the Railway Board, it was suggested that in future th o o
all excesses should be mentioned. © reascn for
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WHAT IS A “LOCOMOTIVE ?”

The definition of a Locomotive led to a good deal of discussion last year
when the Statistics Committee of the American R.A.O. A. adopted the fol-
lowing definition of a locomotive for the purpose cf securing uniformity of
reporting loeomotive rules :

“ A locomotive is a self-propelled unit or combination of units of equipment operated
under a single control designed solely for moving other equipment.”

But there appeared to be some difficulty in connection with reporting loco-
motive miles for Diesel electric freight locomotives consisting of more than
one unit. To meet this problem, the Director of the Bureau of Statistics,

I. C. C. had tentatively adopted the following :

“When an electric locomotive or a diesel-electric locomotive hauling a train consists of
more than one unit,the miles made by the unit from which the controls are operated should
be reported as Principal locomotive miles and the miles of the units from which the controls
are not operated should be reported as helper locomotive miles, irrespective of whether such
units are equipped with controls. When such locomotives are running light the miles of each
unit taken separately should be counted as light locomotive miles irrespective of whether

cquipped with controls.”

As this definition was in direct conflict with the preceding one, after
further consideration and discussion the following substitute rule was

approved :

“« A locomotive is a self-propelled unit or combination of units of equipment operated
under a single control designed solely for moving other equipment. A locomotive mile is a
movement of a locomotive (consisting of a unit or combination of units operated under a
single control), a distance of one-mile under its own power.”

UNIFORM ACCOUNTING FOR HIGHWAYS.

A report of the Committee on Uniform Accounting of the Highway
Research Board of the National Research Council, U. 8, A. was prepared by
Mr. Anson Marston, Chairman and Mr. Robley Winfry. The synopsis of

the report is given below :

Largely as a result of the work of the committees on accounting of the American
Assocjation of State Highway Officials and the Highway Research Board, the State Highway
Commission of Kansas has organised complete investment and depreciation ledgers for its
rural system of state highways. In organising these ledgers, the state made use of material,,
collected in the road life study, 2 special phase of the State-wide Highway Planning Survey.
In this paper the main accounting forms and the main steps of procedure are described. Some
discussion of the advantages of the system and use of results is given.

The 9,350 miles of the system are controlled by 488 route sections, each of which is
used as a basic property unit for accounting and other record purposes. The procedures
for the investment accounting are fully integrated with the regular books of account and with
the nermal daily routine of the regular employees. Special employees and special equipment
are not required.

The ledgers show for each routine section the annual cost of construction, the retire-

ments of investment, and present remaining investment for. the following items : roadway

surface (by type) ; roadway base (by type), grading, culverts, and drainage ; structures 20 to
200 feet span, structure over 200 feet long. traffic services ; roadside improvement ; and right

of way.
keeping of the mileage log are alsoa part of the

Continuation of the road life studies and ] _
tment, mileage, control, and road life—are co-

daily routine, so that all three activities—inves .
ordinated in a manner to insure accuracy, completion of records and reports on schedule,

and the minimum handling of papers and accounts, in the U.S.A. A road system is as
necessary to a modern state as a railway system, and it may be hoped that a PO!ICY for the
country as a whole will be evolved at no distant date, and that proper allowance will be made

for the maintenance of the existing highways.
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LOWER GAZETTED SERVICE.

At a meeting of the Standing Finance Committee held on January
3oth, the question of the abolition of the lower gazetted service was discussed.
It was referred to a sub-committee of the S. F. C. who reported as follows :

Promotion to Lower Gazetted Service in all cases except Accounts Department be
abolished and this class be eliminated by wastage.

In future recruitment to Superior Services be made in the following manner :

(a) 85 per cent. posts which fall vacant every year in the Junior Scale Services be filled
by direct recruitment through Federal Public Service Commission.

(6) the remaining 15 per cent. posts be filled by promotion from amongst the Lower
Gazetted Service and the non-gazetted staff combined—(the better qualified non-gazetted staff

should have same facility as older but lesser qualified staff of Lower Gazetted Service)—
Federal Public service Commission should review all such cases.

The staff consisting of Lower Gazetted Service and non-gazetted service should be
allowed to sit for open competition provided their age and other qualifications allow,

The cadre of Junior Gazetted Scale Services to be fixed at what it is at present but should
increase annually by the number which should be equal to the number of Lower Gazetted

Service who would be eliminated from that scrvice either through wastage or promotion to the
Gazetted Service until a maximum is reached which should be equal to the combined strength
of the Junior Scale posts plus Lower Gazetted Service posts existing at present.

The committee stated that in view of the

reserved for recruitment in the United Kin
the following decision to be recorded :

increase caused in the vacancies
gdom as a result of the proposal

It was brought to the notice of the Committee that the original proposals of the
Railway Board and the revised proposals of the Sub-Committee would have the effect of increas-
ing the number of vacancies in the Superior Services reserved for recruitment from the United
Kingdom. In the view of the Committee this was not in accordance with the Government of
India’s declared policy of Indianisation and the Committee, therefore, recommend that the
Board should reconsider the matter and place fresh proposals before the Committee which
would not so increase the number of vacancies rese

: rved for recruitment from the United -
Kingdom.”

THE PURCHASE OF THE GUJARAT RAILWAY.
The Standing Finance Committee a
Board’s memorandum on the purchase

to the memorandum the Gujarat Railways, owned by the Gujarat Railways
Co. Ltd., comprise three narrow gauge lines about 85 miles in length managed
by the company through the agency of the B. B. & (. 1. Railway for actual
cost plus certain other similar charges. Government have an option of

“acquiring the lines on the 31st March, 1944 by giving the Company 12 months’

previous notice. The purchase price payable under the contract is a sum
equal to 25 times the average net earning

_ ' ' s received by the company during
three years immediately preceding the date of purchase subject to a maximum
of 120 per cent. of the total capital expenditure incurred by the company
and toa minimum  of the total capital expenditure. According to the
estimate now avallablc,. the purchase price will be limited to Rs. 54.81 lakhs.
The Railway Board estimates that the average return on the purchase price

oroed R urchase of the li i i fit-
able and admlmstratively feasible b ase of the lines is financially profit

y f it was proposed to give notice before 31st
» 1943, for acquisition at the end of the current financial year. As

the purchase price will not be due for aymen 3
P : t befi 1o~
vision will have to be made only in th(}t) byudget f0r0:g4 41351:\}3!’11, 1044, P

INDIAN RAILWAYS ACT AMENDED.

During the Agust session, the Indian Raj i ‘
ssion, ailways {Amend t) Bill was

referred to a Sclect' Committee. The purpose of theybil(l is tone;gf)rlle)RlzlilwaYs
to pay compensation to passengers injured or otherwise affected in railway

pproved of the proposal in the Railway
of the Gujarat Railway. According
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accidents. In his speech on introducing the motion, Sir Edward Bemhall
pointed out that by widening the liability of railways to cover passengers and
their luggage involved in train accidents of whatever kind, whether orl ncc;t
the railway is liable, obviously a considerable sum of money may !{c invo vg .
But in vicw of the large passenger traffic and the comparatively limited nurg er
of accidents, even a charge of one pie per passenger per journey would produce
a sum much in excess of what railways have been paying out in thet pgst.
The bill on emerging from the Select Committee incorporated certain chvdnges%
One related to the case of a passenger injured in an accident and in spite of
taking care and proper medical atten_tion continued to beill. In thlsfcasc
the passenger would be covered. But it d.ot?s not absolve the passenger ro}xlljn
the effects of subsequent neglect of such injury. A second change was the
enhancement of the maximum limit from Rs. 7,000 to Rs. 10,000. The
bill was passed by the Assembly on February 25, 1943.

RAILWAYS IN THE CENTRAL LEGISLATURE.

Inreply to aquestion in the Legislative Assembly on February 15,
1943, it \«I/)a.z stated that the cost of breaches on the N.W. Railway to floods
in Sind was Rs. 10,78,000.

" The payment of the Railway Annuities was the subject of another question,
and Sir Jeremy Raisman stated that the aggregate amount of annuity payments
due after October 1, 1942, and payable in half-yearly instalments terminating
on various dates between 1942 and 1959, was £ 34,114,654. The lump sun}
payment represents the total of the present value as on October 1, 1942 o
each annuity allowing interest at 2§ per cent per annum, was £ 3(){,054,25oi
The real gain to the country, he added, lay in t.he liquidation o ex}tlerna
obligations which might prove an embarassment in the future, and the re-

lacement by internal debt. Sit Jeremy explalqed that although some of the
O ran for as long as 17 years others terminated earlier and repayment
;ﬂnﬁltlﬁ G commenc%d in the first year. The result was that the average
eriO(;l du'rin.g which the capital .wi‘ll be held by HhM G. was about 52};car:;
The appropriate sterling borrowing rate for such short term money 1is % p
cent.  The transaction was financed to the extent of Rs. 15 crorgsb );ha
re-issue of the 3 per cent. loan 1963-65 at 95, the balance being }TOVCTC h Zente
issueeof treasury bills at the prevailing rate averaging no m}(l)re than 1 pe < .

er annum. The legal obligation for repayment under the varlolés pl}x?‘rc aﬁe
If)xcts of course rested on the Government of India where it belonged. fl:lt the
agreement with the H. M. G. effectively ensured the a(;fallabtl_htyh of sums
required to meet the liability as and when it fell due an n;)d ];1rt reer ufi):gi
ments from the revenues of the Government of Indla. vlvelu b € req .
H. M. G.had therefore virtually taken over the financial hability.

i i hat the number of

tion, Sir Edward Benthall stated t : )
staff Iﬁsig?;]gcgdt(:)f c’ililslrifislsed on account of abstention from duties gfteé the
December, air raids was 1,132 on the E. 1., 3,736, on the B. &. A. and 589 on
the B. N. Railways.

RAILWAY CONVENTION COMMITTEE.

. : i ilway surplus between
s in the basis of the allocation of the rai ]
railwzger:::zigg and the general revenues proposed in the Railway B}id;geé
estimates introduced in the Central Legislature last February necessi a:.c_
a revision of the Separation Convention of 1924. The resolution mcorpzra 1ani
the .propesals. was moved in the Assembly on March 2nd, 1943, and rea

as follows :
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“ That w 1
Assembly resolut?;;?;té&hasthbsen found that the Convention which was adopted under the
Budget from violent fluct “‘). September, 1924, and which was intended to renew the General
and to enable the railwausa :om caused by the incorporation therein of the railway estimates
making a definite returnyt o carry on a continuous railway policy based on the necessity ©
achieved these obi h'o general revenues on the money expended by the State has not
jects, this Assembly recommends to Governor-General in Council that

1) for the - 3
over an(d ! thgi?jr 1042 43da sum of Rs. 2,35,32 thousand, shall be paid to gencral revenue
rrent and arrear contribution due under the Convention ;

ii) from i !
and allg czuion Otfhc Ist1 April, 1943, so much of the Convention as provides for the Contribution
surpluses to general revenues shall cease to be in force ;

(lll) for the year 1943~ S O ercial lines shall b til d to repay )
Y 44 he surplu. n COomm

1i 1 R 1 | P fi 1 3t} f Y fivided t. to the

. O 1! ¢ utihse

xailway reserve and 75 per cent. to gene al revenues, the loss, if an on suateglc lines bCl“g
p cent. gener s 3 Y,
recovered from geueral revenues, and

allocatigi? offtohres:})rselqucnt years and until a new Convention is adopted by the Assembly, the
“hall be decided ;: aCF;I us on commeg‘cnal lgnes between the railway reserve and general revc;’\ucs
the loss. if an year on consideration of the needs of the railways and general revenues

Th d, ¥, on strategic lines, being recovered from general rcvcnuls e gener ’

e deba : . :
the rathert:u(r)rrllrr:lalf reS(»)}llutcion revea led a certain amount of dissatisfaction at
The War Trans 01Yt lTI\X/ICt OI Of:dea‘lmg with so important a financial proposal.
offeced to have S} 1 elm er in his rcply to .thc points raised by the members
A commitiee wa ¢ whole question enqulred into by a committee of the House.
for War Trans S()C(tmsn(;qu later during the session to serve with the Member
Railways, to coix)xs'rd and Finance Member and the Financial Commissioner,
’ ider matters arising out of clause (iv) of the Resolution.

The terms of reference suggested to it were reported to be :

I) Wh s -
alteratisnz is necits};;: t;:: tEreE‘mF provision for depreciation is adequate and whether any
of the Fund after inZ/esti te' asis of the appropriations made thereto under the present rules
present assamptions as t gztihlon' into the following among other questions : (a) Whether the
should provide for the fi ﬁ e life of the assets is correct ; (b) whether the Depreciation Fun
r the full replacement cost of an asset or the original cost thereof ; (r) Whether

any spec D 110N ur t ) d:
ecial provisio 18 re red (o]
q bC made for arrears ()f deptccxatlon or for writt g -

( ) w 2

\ 1 . fi
11 hether it is desirable to establish a fund to be made up by appropr 1ations
sutplus revenue to cover expendnure on betterment and minor capllal impr ovemnents !

1 .

and del()lr (Qiatxlhe;};e;nrallv;ay revenues should be required to provide in addition to interest

and depreciation, nual allocation from revenues for redemption of the whole or a part of
pital advanced by the Government to the railways?

e o o S ST S S e B e
y €tC., stributed, and in particular, wheth d if so
what share should be allotted to; (a) The Reserve Fund,p(b) GencrarRivccnru:: ?’/’ e n

(V) Whether strategic railways should be treated separately and, if so, how ?*

The members of the Committee : -
Jehangir, Dr. Sir Zin Uddin A M1 K6 ooy, Mr. Jamnadas
et e aonan, dir T B Jams Khan Bahadur Mian
and Sardar Sent S_an}llma Shaban, Maulvi Syed Murtuza Sahib Bahadur,

nt Singh. The report of the Committee is expected to be

completed during th : .
andpnext Sun g the next session of the Assembly and will be dealt with in

INDIA’S TRANSPORT POLICY.

Modors Vq‘r‘;li‘s’}%,ih‘i;ﬁo"%“ of the Indian Railways in a leading article, the

de by the I diz n, pays a tribute of praise to the very real contribution
made by the indian people.  Reference is made to the striking record of our
railways, and movement towards complete state-management gamd g;crgtiol:l

‘But the paper criticises the transpo ini
rt ad i : . .
It states : P ministration as being partial to railways.

bbb

» Capital, April 23, 1943.
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~ “If criticism of our transport administration must be made, then the grounds for it
might be that the railways have become a vested interest of Government, and that as a result
the development of the highways has been retarded. At best, road transport is regarded as a
parochial affair, and whereas the railways were built out of capital to increase income, it has
been the endeavour to build roads out of revenue. Construction of a modern road system,
which would so greatly benefit the smali agricultural communities at a distance from the
railways, has been lethargic in the exireme in consequence and the prosperity if India must
have suffered in consequence compared with what might have been achieved in the motor
era. Where roads are provided, vehicles have been restricted in the radius of operation OT
provincial boundaries have caused, by imposition of size and weight regulations, artificia
highway barriers similar to those between States.

NET EARNINGS OF RECENTLY CONSTRUCTED RAILWAY LINES.

Details of the net earnings during the financial year 1941-42 of new Rail-
way lines opened after and on April 1, 1935, were given in a statement laid
on the table during the budget session of the Assembly. Only these lines
as were entircly open and have been working for a full year are included.

Jhudo-Pithoro. Khadro-Nawab- Agastiampalli

shah. Point Cale-
mere.
1. Working Railway Jodhpur Jodhpur South Indian
2. Gauge ... Metre Metre Metre.
3. Mileage ... b4.11 30.72 . 5.50
1-6-1935 20-11-1939 20-1-1936

4. Date of opening
5. Net income creditable to the Pro-Rs. 3,03,567 Rs. 2,30,823 Rs. 19,757*

ject for 1941-42 .
6. Percentage of return of income 6

on Capital outlay) : 1940-41 ... 12.05 14.37 " 5.32*
1941-42 ... 13.12 15.29 : 5.88*
7. Estimated percentage return ©
income on capital outlay s:om::1
fter opening as estimate )
years after opening . 62 0.871 10.5§

originally
CHANGES IN FORM AND CLASSIFICATION. .
A. CHANGES IN FORM.

In accordance with the recommendations cf the Public Accounts Commitee

the monetary limits for listing the items of objectionable expenditure individual-
ly in the statement of unsanctioned expenditure (Annexure A to the Appro-

priation Accounts of Railways in India, Part 11, detailed Accounts) has been

raised from Rs. 10,000 tO Rs. 25,000,

During 1941-42, effect was given to the decision reached in 1938 with
the concurrence of the ‘Auditor-General that the expenditure on renewals
of ballast be charged to ordinary maintenance and not the depreciation Fund,
to which it had been charged since 1936-37- This involved a sum of Rs.31;
lakhs.

B. CHANGES IN C/LASSIFICATION.

1. The monetary limit for charging expenditure on new minor works
to revenue has been raised from Rs. 2,000 to Rs. 10,000, on State-managed
Railways. The limit of Rs. 2,000 in regard to the allocation between depre-

* Excludes net earnings of existing lines from pew traffic interchanged with new railway

but estimated return took such credits into account.

is i i i “ location survey.” The earlier estimates produced

This is the figure arrived atin the final

bCforL the Standinggul-‘inance Committee showed 2 probable return of 0.5 per cent. only,
. i i f the line as part of the terms of the
t were committed to the construction 0 ] ] :
t'am%b(l'}%‘;'c{ﬁ?'cr!;njore District Board lines to the South Indian Railway. ItL was estimated
that a loss of Rs. 37,500 would accrue f© Government on an outlay of Rs. 33 lakhs,

10
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ciation reserve fund and ordinary revenue of the ex

. enditure incy
renewal of certain classes of assets, has not, howeve penditure incurred on the

A idont fund £ r, been altered,

2. new provident fund for the employees of ra;

saving provident fl,‘l‘nd (railways)_, has b(lzcnyimr‘(;dtlcliziva()lfls;ricslleg the defence
a new minor }}ead Defcn‘qce Savings Provident Fund R) > hg b]e* year and
under the major }}ead ‘“State Provident Funds in Sect: 1as been opened
Debt,” for recording the transactions of the fund. fon " O—Unfunded

3. The amounts of imprests with the home boar i
; . . rds
managed rall\,\{ays or their consulting engineers in Londo(x)f}ferti;m ccmpany-
under the major head, ‘‘ Permanent Advances—Rajlwa s ;a8 been qdjus‘t::d
—Deposits and Advances—Advances not bearingimeresz”, in Section P

the capital suspense head, “London Invoices *’ instead of under
; un, i
were previously booked. der which these amounts

. A new head, * Special Renewal Sus
head ‘¢ P~-Deposits and Advances——Depositf iréstc lﬂ\e(;cr(i): nt Undca:’the major
opened in the accounts of the Bengal and North-wester;? mtgrest, ha_s been
and Kumaon Railways to record the amounts set asid a; the Rohilkund
expenses of the railways in order to meet the ¢ om the working

. Companies’
and replacement expenditure deferred till after banies” share of renewal

the war,
5. Where telephones have been obtained on hj .

telegraph department, the charges paid to that departn};gft (f)‘lom government

and trunk calls have been treated as contingent e€xpenditure Or; ?hc count of rent

concerned. These charges were previously debited to Abstracte Ic_ilcpar tment

6. Control charges on sleepers have been charged to Abstract G, i d
» INstea

of being added to cost of sleepers.

7. Freight charges for the haulage of engi .
State-managed railway to another, have been bool?é?jncggrzf}‘ermd fro.m one
of being added to the cost of engines, »Stract B, instead

8. Ex;?endltgre on replacements and renewals of a])
apphance_s, including instruments and accessories, for ra'(J appara’tus and
dispensarics has been charged to a detailed head 1’mder “ll{vay hospitals and
tenance *’ instead of under * General Administration » j, cpaurs and Main-

i in Abstract F.

4 9i Rctm(;wals ;)f servlllce mo(;or cars and trollies of the traffic and
epartments have been allocated to Abstract i _ general
and F II respectively. C 1V instead of Abstracis E I

. 10. 'Expenditure on maintenance and repairs of elecir
inter-locking works has been charged to Abstract H instead of ¢

11. Suspense transactions of collieries (collier
been booked separately under the minor head
of under the head “ ViI—Collieries.” ’

12. Recoveries from tourist agents on account of cost of
to them have beer} credited to sundry other earnings, instead
in reduction working expenses under Abstract E,

13. Pay and leave salary of the operating and ; feri
office have been booked under Abstra(I:)t E, ingstead i)r:“ 2232r5iflfs$rfalcl;e}clzontml

14. Pay and allowances of the supervising staff ieri
control of t‘l‘le Chief Mining Engineer, RailwaygBoard (;lfagzllgigels llllnder the
the head, ‘‘15-D Miscellancous Railway Expenditure * jp the ﬁr(s:t?;fffnzg

separately under voted and non-voted and then t 5
suIs)pensc account as voted. ’ ransferred to the colliery

ical signals and
0 Abstract A.
y floating assets)

“ IX‘SU—SFCHSC a,, have

instead

tickets supplied
of being taken
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15. Pay and allowances of dynamcmeter-car-staff have been charged
to “15-D Miscellaneous Railway Expenditure > instead of to Abstract C.

16. Recoveries of over payments made to staff cn the basis cf assumed
attendance effected in a subsequent year, have been adjusted in reduction of
expenditure instead of earnings.

17. A new major head ‘‘ 15-F Transfers to Railway Reserve Fund has
been opened in Section B-Railway Revenue Account with effect frcm 1040-41.

The changes in classification during 1941-42 are summarised belcw :

(1) A new fund has been started temporarily for the benefit of trainees under the
Technical Training Scheme and fines and deductions realised from their stipends are credited
to a new minor head “ Technical Trainees Benefit Fund *’ under the major head *“ O - Unfunded
debt—Other Accounts.”

(2) Pensionary charges which were previously brought to account entirely in the
books of the Eastern Bengal Railway under  15-D—DMiscellaneous Railway Expenditure—
Commercial Lines” have been distributed between Commercial and Strategic Lines, the
portion attributable to Strategic Lines having been adjusted in the books of the North- Western
Railway under a new minor head ““ Pensionary Charges ”* under the major head  15-E—Mis-
celianeous Railway Expenditure—Strategic Lines.”

(3). Rebate allowed by shipping companies on Government passages has been adjusted
as reduction of expenditure instead of being booked as earnings. ’

4) Cost of permanent labour employed in Stores Department has been charged to
Abstract F instead of Abstract G.

(5) Cost of electric energy for lighting and power in departmental office supplied
direct by outside agencies has been treated as contingencies of the Departments concerned
and charged accordingly to the respective revenue abstract. Previously such charges w

g gy I . " sy g ere
booked under Abstract H like cost of electric energy supplied by the railway power house
Pp Y Y P 3.

(6) It has been decided to cha.ngc the classification of the pay etc., of writers or clerks
or timekeepers employed under the engineering subordinates or signal inspectors from E Repairs
and Maintenance ” to *“ General Administration.”

*n Provident fund contributions in respect o.f London office staff of the COmpany
managed railways have been charged to Abstract G instead of to Abstract F.

(8) Expenditurc on advertisements relating to changes in accommodation in trains,
provision of through accommodation in trains. running of extra trains has been charged to
Abstract E instead of to Abstract G.

(9) Expenditure in repairs and maintenance of electric reﬁ'iger?tors installed in railway
hospitals has been charged to Abstract H instead of Abstract F to which the expenditure was
previously debited.

(10) Credits on account of contribution towards gratuity charges have been booked
as earnings instead of being adjusted as reduction of expenditure under Abstract G,

(11)  For recording the following new or special classes of expenditure suitable detailed
heads of accounts have been opened under the revenue Abstracts indicated against each.

(i) Extra expenditure to be torne by State-managed Railways under Revised Eccleas-

tical Expenditure allocation rules, 1940. Abstract G.

ii) Overcharges and undercharges in connection with the training of War technicians.

1

Abstracts A, B and C

(i) Debit raised by the Defence Department on account 'of difference in Military
and Civil Pay of railway personnel employed in Military Railway Units, Abstract G.

(iv) Railway Administration’s share of the cost of camouflaging petrol tank wagons,
Abstract C.

(v) Write-back of capital cost of dismantled lines. Abstract A.

(vi) Write-back of capital cost of assets abandoned before 1924-25. Abstract A,

(vii) Payments to Provincial Governments for additional police employed for pro-
tection of railway property during war. Abstract F.

12) Due to the amalgamation of the office of the Controller of Railway Accounts
with that of the Railway Board, the expenditure c]assiﬁcc.i under the minor head « Controller
of Railway Accounts” has been included under the minor head ““ Railway Board " under
the major head, * 15-D—Miscellancous Railway Expenditure—Commercial Lines.”

(13) It has been decided to collect in the first instance losses due to enemy action under
a separate portion of the stock adjustment account and then transfer the same to the varjous
abstracts of revenue expenditure.
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INSTITUTE NEWS.
KING’S BIRTHDAY HONOURS.

We have pleasure in seeing the name of on
Mr. Santokh Singh, Deputy Chief Auditor, Bengal
among the new Sardar Bahadurs in the King’s Bi
congratulate Mr. Santokh Singh on the distinction conferred on bLj:

OBITUARY.

UNIFORM ACCOUNTING.

Among such movements we notice the setting up of a number of com-
mittees to promote uniform cost accounting by the various professional ac-
counting organizations and the Chambers of Commerce. A number of
trade associations, such as the Internal Combustion Engine Makers and the
Bolts and the Nuts Association have agreed since the war, on uniform systems,
Over twenty trade associations are now known to have issued uniform
costing handbooks to their members. The British Standards Institution has
rightly considered the standardization of accountancy to be within its pro-
vince just as much as technical standardisation and has just embarked on a
special enquiry on the possibilities in that field.

Detailed accounting on a unified basis will also be
planning bodies—whether regional hoards, commodity
allocating orders, managing ordnance factories, or concentrating output in
the most efficient units. All these need accurate knowledge to guide their
decisions ; accurate knowledge involves the kind of statistics that can only

arise out of the accountancy system of firms. So it becomes more and more
important that like should be compared with like.

indispensable to
controls, Ministries

.

The more we enter the sphere of planning the greater the weight that will
be thrown on accountancy systems. This has been proved again and again
by experience. Let those who advi§e us to ““do away with accountancy ’’
reflect on what the Webbs say in their great book on ““'Soviet Communism *’
about the enormous growth in the number of accountants and economic
statisticians in Soviet Russia. And this is not a special Soviet feature but a
necessary adjunct of any planned system such as a war economy is hound to be.

The objection, sometimes heard, that uniform accounting is ¢ totalitarian *’
is absurd. Uniform accounting method are just about as ‘“ totalitarian *
as a common language, common money, or a common rule of the road,

[voL. v

€ of our senicr members,
Nagpur Railway, included
rthday Honours [ier /e

Travelling Inspectors of Accounts are the watch-dogs of the railwayTe;lnc_l,
perhaps, the most hard-worked amongst the Inspectors of the rallway.h . eui‘
chief duty is to inspect initial records at stations and to carry out checks o
such a searching character as to render it nearly impossible for the station
staff to commit fraud either independently or in collusion with the pubht.:ror
the railway staff of other stations. Generally, men of exceptional ability
and character are selected for the post both from outside and from amongst the
office staff. In either case, the men selected require special training to be
imparted to them so as to fit them for this important work. Their training
generally is directed to acquire

(i) a knowledge of the work done in the various sections of the Traffic
Audit /Accounts Branch of 2 Railway Audit/Accounts Office, with particular
reference to Balance Sheet and Debit sections ; and

(ii) Practical training with an experienced Travelling Inspector of
Accounts in respect of inspection of Station Accounts.

The period of training does not, ordinarily, exceed six months. A
further period than this, if required by a probationer, is regarded as a reflection
upon his intelligence. Having completed this training, the Probationary

" Inspector is given a few small stations to inspect independently. This done,

he is required to pass both the theoretical and practical examinations relating
to his work. The theoretical examination cosists of questions relating to the
various checks that he is required to exercise in accordance with the instructions
laid down in the Travelling Audit Manual as well ‘as those relating to General

* Rules embodied in the I. R. C. A. Coaching and Goods Tariffs, etc. As

against this, the practical test comprises the conduct of insp}:Ctxon of station
accounts in the presence of a Gazetted Officer, generally in charge Of, the
Travelling Audit Branch. The probationary Inspector, having come out
successful in both these examinations, is declared fit to hold an independent
charge of a Travelling Audit District.

It has, however, been found on experience that this method of training
has several inherent defects, inasmuch as, it does not enable an Inspector
unless he falls back upon his own resourcefulness and initiative, to visualise
the various ingenious methods of frauds re§orted to'by ghc stat‘l‘on staﬁ.‘ and
then intelligently to direct his efforts both in the direction of “ Detection
and/or * Prevention ” of the same discarding his sole. dependence upon the
checks embodied in the Travelling Audit Manual. .- This being so, the present
method of training calls for improvement to,amcthod more comprehensive
and practical. This should be somewhat as-fo:ll.IQWs :

(@) A probationary Inspector should, at first, be given practical training
in- th€ duties of a— . T
. 850 - A
(1) Goods clerk. S R -
(ii) Luggage and Parcels clerk.
(it) Booking Clerk,
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