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Proceedings of the Madras Government, Public Works Departnient,
: 9th Oclober 1866.

No. 128.  Read the following Circular from the Secretary to .the dovernment
_ of India, Public Works Department, (Account,) dated Simla, 8th Septem -

ber 1866, No. 73 :— . «

' Stock Rates.

1. Several instances have lately occurred of charges to profit and loss being
submitted for sanction of the Government of India which were not proi)erly debit-
able to that head. The Governor General in Council desires that the following
remarks be recorded on the subject. T -

2. The charges in question have generally been for the difference of value
at which articles stood on the books, and the amount realized on their being sold.
And the loss has usually arisen’ either from the articles having become impaired by
time, or by their being remnants of stock used up, orinferior samples of goods not
up to the standard required. Thus, among the cases lately before the Government
of Indid, there was one where a quantity of timber was purchased at so much per
foot ; the scantlings used, after being cut down to a smaller size, were charged to
works at the purchased rate ; and the remnants unused were kept on the books at
the same rate, although being remnants they were really of much smaller value,
and when sold fetched a mere trifle. Hence g chargs to profit and loss.

3. Again in another case, where a quantity of bricks had been méanufactured
ata certain price, the best-burnt and whole bricks only were selected for use ; but
these, instead of being charged at an .enhancgd rate, were charged at the average .
rate which the entire quantity cost, the consequence being that the under-burnt’
and broken pieces stood on the books at the same rate that had been charged for
the good and perfect bricks, although worth little or ‘nothing. When they were
sold, a charge to profit and loss was raised to cover the deficiency.

4. Another cause of these charges arises in more stock than is actually
required for a work being manufactured. The work is charged with only the
quantity used on it, at the average rate of the whole.. But the residus is not
wanted, and perhaps in the locality has no commercial value.

5. Another frequent cause of profit and loss charges is deterioration of stock.
Almost all the stores used by the Department are perishable, some, as timber and
lime, highly so; and it seems clear that if the necessities of the case. require tl}at
stores should be kept by the Department, due allowance should be made in the cost.
of work for the loss by deterioration which must inevitably occur. And: just in the
same way as provision is made in an estimate for contingencies which, though they
cannot be specified beforehand, experience shows are certain to occur, so the rate
charged for materials should always contain a margin to cover the value of stock
which may not beused. In fact what are often termed “ actual rates, that is, rates
which are merely safficient to cover the, cost of the materials used, without any
provision for the loss and deterioration likely to occur in the surplus articles,
seldom, if ever, represent the virtual cost of the work done.

6. Andin the other instances cited, a charge to profit and loss ought not
to have been necessary. If, for example, timber is bought in logs of twenty feet
in length, and cut down for wuse to logs of eighteen feet, it is manifest that the
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Procecdings of the Madras Government Public Work
’ ’ s De ¢
3th October 1866, partment:

reduced scantlings ought to be charged
whole, because the pieces remaining are
or tiles are used, they ought to be char
whole. And if a manufacture of mater
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7. In fact, by proper management, charges to profit and loss should only
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Proceedings of the Madras Government, Public Works Department,
5th October 1866.

in one or two items that the stock on hand really represents in value the amount at -

which it stands on the books; anfl that therefore the rate at which the Executive
Engineer is charging off his stock to works is sufficiently high, This point should
always be specially referred to in Inspection Reports. -

Governments of Bengal, North-Western Pro-
vinces, and Punjab.

Governor, Straits Settlements.

Chief Commissioners of Central Provinces, Oudh,
and British Burmah.

Resident at Hyderabad.

Commissioner of Mysore. )

Agents, Governor General, for Central India and -
Rajpootana. ‘

Ordered also @hat a copy be forwarded to the Governments of Madras aud
Bombay, and to the Financial Department, for information.
(Signed) C. H. DICKENS, Lieut.-Col., R. A.,
Secy. to the Govt. of India.

OrpER.—Ordered that the fore-
going Resolution be forwarded to the
Local Governments and Administra-
tions noted in the margin, for infor-
mation and guidance.

No. 129. ORDER THEREON, 5th October 1866, No. 3,172.
: - : Communicated to the Superin.
* ACCOUNT, Ne 18~ - tending Engineers and the Controller

of Public Works Accounts. -
(True Extract.)

Colonel, R. E,,
" Secretary to Government,

To the Superintending Engineers.
Controller of Public Works Accounts.

Exd. S. T. Augustin.
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