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" Proceedings of the Madras Goreriment, Public Works Department,
6th May 1873.
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No. 60. Read the following Proceedings of the Government of India in the
Public Works Department, (Account—Guaranteed Railways), dated Fort
William, 4th April 1873, No. 184—¢ A. R.:—

Caleulation of Interest on the Revenue Balances of Guaranteed Lailway Companies in the

' hands of Government.
Read again— :

Note by Lieutenant-Colonel P. P. L. O'CONNELL, R. E., Oficiating Accountanf.
' General, Public Worky Depariment, on calculation of current interest on the

Revenue Balances of the Great Indian Peninsula Railway, No. 1,100— R,
dated 27th September 1872. . -

*

I BEa to lay before the Government of India for information the correspondence
marginally noted, on the subject of the
‘ calculation of current interest on the
Revenue balances of the Great Indian Peninsula Railway, and to furnish the
following particulars in elucidation of the question raised therein.

No. 432 of 10th Sept. 1872, and enclosures.

9. In accordance with the recent arrangements for the management of
the accounts of the Guaranteed Railways, the Examiner of Railway Accounts
Bombay, submitted to this office for approval the statement of interest or’j
Revenue balances claimed by the Great Indian Peninsula Railway for the first
half of 1872. On checking ‘this statement it was discovered that the debits on
account of stores, etc., had not been made against the months to which they
related. It was therefore explained to the Examiner that, as by any postpone.
ment of adjustments the Rai}way Company might gain unduly, it was neceg.

sary in the interest of Government that e/l the adjustments for any month on
account of stores, etc., should be shown against the receipts of that particular
month in arriving at the balances upon which interest should be allowed, and
not brought against any later month. A revised account, prepared in accordance
with these principles, was at the same Zime called for, and when received showed
a net result of Rupees 3,381-4-10 less than that entered in the statement first sub-
mitted. This reduced amount has been allowed, and has been included in the
Company’s accounts. The Auditor of the Company, however, still claims the
difference, and contends that the original account was prepared as was iutended
by the Secretary of State and the Government of .India,

3. The rules* in force since 1863 do uot appear to lend any support to the

' Auditor’s view of the matter d
* i Account—Railway) Jul . . y and,
Se&@‘:"g’gi‘%‘f_ lé, Pa(;t. e y) July morcover, a difficulty having recently

arisen in the matter of this interest as’ to
the adjustments on account of stores, ete., (which have now to be made by lransfer,) |
the Financial Department decided that, as the interest on the Railway Révenue
" Lalances is to be allowed at the close of cach half year, the accumulation of the
amounts to be allowed should be deferred till the actua) value \f stores issued to
Revenue cach month is known, when the amount due to the interesyshould be taken
to account. The Financial Department also approved of a fo)m ffr exhibiting the
calculations on account of current iuterest, in which the debitf on g
etc., actually used in each month were set off against the rece§
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Ionth. T},
€ prine:
ng. 13 case 13 preciscly that upon which this office

4. I Sha“ be g]a

of Gove d to Le;
rn 1ear t} ..
faent, 13t my action in this matter meets with the 8ppr073]

———

eSpateh frq
m the Govye
A rnment ;
of India, to the Sccretary of State for India, dated

o
und We have the hon ot October 1872, No. 206-R

el‘-no our tO f ‘
ted ¢orresponden orward, for your Grace’s information, a COPY of the

. by the G ) ce, f A

alanceg il:t:x: I;Idlan P ellin;ulzo;{‘a;’imh it will be seen that the amount claime
.ands of Governm ay- on account of interest on their current
OWINg t0 its haviye ert during the half-year ending 30th June 1872,
.,hha(’i Dot been magab.een discovered that certain dezits on account of
€ month to whiel, tlm the Compa"y’s interest account against tho
9 v of the earlier mOnthsm{ related, and that an undue enhancement of

the ac.couln(;ur (.}r'ace will observe (1' the half year had been caused thereby-
Prineipleg b onginally submitted ]“at t.he Company’s Auditor still contends that
of the G lithertg recognized in I oy him was prepared in accordance with the
e are lllla.r:;.nteed R . and 1:c?lculation of interest on the Revenue balances
fo the I;l'ir?:i?e]ver’ of opinion ,that tl(;ea:;;S the amount deducted from the account:
m oyp Accoist;ztlféef:llovted in makin‘; ::;i\ i;els)g ;);r Account Officers in re?"arld
eral’s Note of the 27th Septezi)s:ra?::tun'ts, a“;):txaf:};:ﬁfy
, is sU

Correct . 5
nd
India ‘ we have, th
n Peningyl - erefore, approved of thej :

a Railway Company’s claim ::;;"' a(‘;tlton in tho matter of the Gres?
rred to above.
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ated 6th February 1873, N’o . I;e overnment of Indigy

Witg
reference t
Y Your EXCCH ’
® Lott ency's Despat 1
e to Mr. Watt, dated 28¢h Novemb ’ cI\t of tho 20th October 1%
ember 18792, 0.206, I transmit, herewith,

sy from
s to i »” 17th D .
Exgxait of Minutes of Meet; oot J:":ﬁ:;l;e;g;g 2, No. 174, 8 copy of a correspondence®
3t eting of Board"cf Directors, held withthe Dircctors of the Great

December 1872, be;

Inent Dire
ctor. 1 1 1
ndian Peninsula Railway

QOmpany, relative to the prin-

tclple t.o be observed in calcu-

that T entirel : crest 18 to be allowed.

Is letter 0‘;‘;5’ concurin the views expressed in the Officiat-

o he 27th September 1872, No. 1,109 o
y 40 1, .

ng adissent by the Govern-
latlng the amount of Re

- 2. It will be seen
g Accountant-Genera

v
enue balances on which in

From M E 4 C
- B. GRANT-D
London Board '.:E.F’ Esq., Under Secretary

. dian Peninsula Railway
.mé of

of S i
Comtpa:: for. India, to the Sceretary of the
¥, dated 28th November 1872. -

Argyll to transm]
5 .
mit, herewith, for the inf. i i

! . 200 of the Gract Todiee B ?rmatxon of the Directors

ative 1o N cople eninsula Railway C ap

- o OOm , ! 8 Ofal Despa:ch £ o0 Yy omp Y

) tent d‘ll'ing the l}:?y 8 claim for interegt on th;irwnh ehelosures, from 0
; current Revenue balances
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- amount has been reduced owing to it

e Madras Government, FPublic Works Department,

Proceedings of th
6¢h May 1873,

s having been discovered that certain debits on account of

Company’s interest account against the receipts of the

stores, etc., had not been made in the
month to which they related, and that an undue enbancement of the balances of the earlier months
-

of the half year had been caused thercby.

From T. R WATT, Esq., Secretary, London Board, Great Indian Peninsula Railway Company
to the Under Secretary of State for India, dated 17th December 1872, No. 174. ’

1 mavE laid before the Board of D§rcctors Alr. Grant-Duf’s letter of the 28th ultimo, and its
enclosures, from the Government of India, relative to the Company’s claim for interest on their
nt Revenue balances in the hands of Government during the half-year ending the 30th June
g letter of the 20th N ovember, with copy of a’ Resolution of the
the procedure to be observed in the declaration of net profits of
« Form No. 3" attached to which deals with the account of

curre

last ; also Mr. Grant-Dufl
Government of Indis explaining

Guarantced Railway Companies, the

st on the net Revenue balances during the half year. ]

Ilis Grace the Secretary of State in Council that tha
on and the corrcspondence ovince, in their opinion, great misapprehension on the
nt authorities of the principles upon which alone the account can be prepare i
o interest payable to the Company upon the cash balances on Revenue aceouns

intere

9. The Board beg leave to submit to
form in questi
part of the Governme
correctly, showing th

held from time to time by the Govern
3. Two matters perfectly distinet have becn mixed up by the Government in a way to lead

to confusion, (',md at the same timo benefit the Government at the cost of the Company.

4. To make the matter clear, it is necessary to remind the Sceretary of State of the circum.
gtances under which interest upon the Revenue cash balances came to be allowed as a systea, a (;
of the Company's position in respect of stores supplied for working the railway. 4

5. The Secrctary of State, by his letter to the Board of 15th Fcbruary 1866, undertoo!
terest at the rate of & per cent.” por annum up fo the close of each lmlf,year .?0&
of Government at the expiration of each month duri;w tzn
beyond the amount necessary to be kept as ab:hm .
to meet drafts for current expenditare.”  This undoubtedly means that the Government, ha o
constituted themselves the receivers of gll the Company's cash arising from the ’wor]?ng
of the railway, were prepared to place the Company in a position analogous to that which tlll“g
had previously occupied When their recelpts were paid into the Bank in Bombay, and accountefl
for to Govornment ouly at the end of the six months, the Bank having, in accordance Wfth ondin e
custom, allowed to the Company intercst upon the minimum cash balance of the month. In :tzlr)‘
Despatch of the Government of India to the S:cretary of State, No. 197 of 12th October ]87;6
furnished to the Doard with the Secretary of State's letter of the 28th November 1872, ti ;
following expression 0 «the Government are practically the Company's bankers.” In, sué}j

an account MO questi It is made up solely of cash payments into the
exactly has been since followed with Government

ment.

to allow in
guch sums as may be in the bands
half year arising from the traffic receipts,

ceurs :
ou of stores could occur.

The same process

Bank, and of drafts thercon.
hat the value of stores provided in the first instance out of Capital

but Government now claim t
¢ working the railway,
evenue receipts,

used fo ghall be deducted by a book entry from the cash balance in their
baods arising from T and intercsts be allowed only upon the difference.

6. The Board consider 8
Stores are of necessity, as arrd
Capital which bears guaranteed int

only advanced to the Company,
¢ the guaranteed interest, the Govern »
Value h

their advance. If, therefore, the value of stores be deducty ‘
ace held by the Government on Revenue aCL3501‘63
m fr

monthly cash bala
effect be charging the Company twice over with interest upon the any

Company, in re-p3
upon the whole of the

erest,

to the amounf; 0

ying the gross sum advanced as guaranteed inte

»I '/— {
; N .
, i ( A
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v

ach a mode of making up the account to be wholly inadmissible

nged with the Government, provided in the first instance out ot:
Under the contract, however, the guaranteed interest is
and in any half year in which the net receipts are equal
repaid the amount of
» amount of the minimumn
¢ Government would in
f such deduction, as tha
son g \er therchy the interest

Capital, including the portion of it employed {.pts of febase of stores, wile
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GOVERNMENT OF INDIA.
PURLIC WORKS DEPARTMENT.

ACCOUNT.
Guaranteed Railway.

To

Nos. 184—9 Ao

. Dated April 4, 1873.§
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Calculation of interest on the ILevenue

: Balances of Guaranteed Railway Compa-
E nies in the hands of Government.
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