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CHAPTER I
Introductory

1 The Posts and Telegraphs Accounts Enquiry Commuttee was con
ctituted under the orders and with the terms of reference contamned 1n
Resolution No 1012-E.A  dated the 11th February 1931 of the Govern
ment of India 1 the Department of Industries and Labour which 1s re
produced below —

The accounts of the Indian Posts and Telegraphs Department
were reorgamsed with effect from the 1st April 1925 1n ae
cordance with the prineiples followed 1 eommereial accountaney
%0 88 to show wnter gl the extent to which the Department as
a whole 1mposed a hurden on the general tax payer or brought in
additional tevenue to the Central Government whose declared
policy 13 that the operations of the Department should be so
regulated as to avoid 1 the long run erther of those results
The new form of the accounts attracted a considerable amount of
attention and critieism more spectally i the course of the
last year due to the large defieit shown in the accounts of the
Department for the year 1928 29

2 Before the changes n the system of accounts could be introduced
1t was necessary to take certamn decistons on matters of funda
mental importance such as for mstance the method of deternun
mg the annual contribution to the depreciation fund the naml
ity of the Department for interest pensionary charges ete
It was recogmised at the time that some of these dec sions
arrived at ag they were 1n the absence of rehable or complege
data were of a tentative character and 1t was always mntended
that sueh decisions as well as other matters commected with
these accounts should be revised as soon as sufficient experence
thereof was acquired

3 TIn therr report on the accounts of the Central Government for
the year 1927 28 the Committee on Public Accounts recom
mended the constitution of a small commttee to consider how
far the system of accounting at present in force in the Indian
Posts and Telegraphs Department really provides a true
picture of the commereia] working of the Depaitment and as
the chief part of the enquiry to investigate the actumal resnlis
of the existing provision for depreciation and to considir Im
particalar 18 adeguaey having regard to replacements which
are hikely to be necegsary and to the foundation on whieh the
Capital account as 1t stands at present 15 built up Durmg
the consideration of the report of the Public Accounts Comr
mittee by the Legislative Assembly at their session held on the
T7th July 1930 an assurance was grien to the House on hehalf
of Government that necessary action would he talen v ithout
undue delay for the formation of the commuttee recorw endsd
by the Public Accounts Committee
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4. In fulfilment of that assurance the Governor General i unct
1 D in C
is now pleased to constitute the Posts and Telegraphs Ac:ou;tli
Enquiry Committee with the following personnel :—

Sir Cowasjee Jehangir (Junior), K.CLE, O.B.E., ML.A,

Chairman.
Mr. G. Kaula, C.IE, ILA. & A.S, 1

Officiating Controller of Civil Aceounts.

Mr. F. J. Pearson, 1.8.0,, '
formerly Deputy Comptroller and Ae- #Members,
countant General, General Post Office,
London.

-

Mr. S. P. Varma, M.Se,
Deputy Financial Adviser,
Posts and Telegraphs. Secretary.

9. The Committee will examine the existing system of accounting
in the Indian Posts and Telegraphs Department with a view
to seeing how far it achieves its object of presenting a true
plcture of the commercial results of the Department’s working,
and will submit recommendations on the subject. One of the
most important matter that will call for investigation in this
connection is the provision made for depreciation but the Com-
mittee’s enquiry will, of necessity, embrace a number of other
matters, chief amongst which may be mentioned the assess-
ment of the Department in respeet of pensionary liability and
interest charges, the allocation of the sale proceeds of unified
stamps, and the credits allowed on account of services rendered
to other Departments, ete.”’

9. Mr. F. J. Pearson arrived in Bombay on 23rd January 1931 and
assumed charge of his duties on the 24th January 1931.

Mr. G. Kaula joined Mr. Pearson on the 9th February 1931 at New
Delhi.

Sir Cowasjee Jehangir arrived at New Delhi on the 15th February
1931, and the formal sittings of the Committee commenced the next day.

3. At the outset of our deliberations we trans;njtt?d to ﬂ}e Press, a
small communiqué, on the 21st February 1931 intimating that the Com-
mittee’s investigations would, of necessity, embrace, a number of matters
other than the rates for depreciation, and that chief amongst these would
be the pensionary liability of the Department, interest charges, allocation
of the sale proceeds of unified stamps, eredits taken on aceount of serviees
rendered to other Departments of Government, ete.- The commnqullle
contained a request for such written evidence as may be tendered by t efa
10th March 1931 by Associations interested 1n the accounting system O

the Indian Posts and Telegraphs Department.
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We also addressed a cireular letter on the same limes to the various
Chambers of Commeree, and other commercial hodies, and to certam
Honourable Members of the Council of State and the Legislative Assembly
who had, 1n the past evinced special mterest in the acconnts of the ITndian
Pcsts and Telegrapbs Department

4 We held forty seven meetings, and recorded the evidence of a
number of witnesses offieral and non offieal

5 The following 1s a list of the witnesses examined ~—
1 Mr H A. Sams, CIE, ICS,
Director General of Posts and Telegraphs
2 Mr F W Leake,

General Manager for Ind
Messrs The British Insulated Cahble Company, Ltd,

Calcut‘ta.
3 Mr W H Thompson,
General Manager,
Bengal Telephone Corporation, Litd,
Calcutta

4 Sir Hugh Cocke, Kt, ML.A,
Messrs Fergusson and Co, Bombay
5 Mr A C Banerjee,
Chuef Engineer, Posts and Telegraphs
6 Mr M I Pasricha, CIE,
Deputv Director General, Telegraphs
7 Mr J Farley,
Director, Telegraph Engineering Northern Crrele
8 Mr R S Purssell, OBE,
Deputy Chief Cngineer, Telegraphs

9 Mr G A. Hopkns,
Postmaster General Bihar and Orissa Crrele

10 Mr J N Mulkerpt, OBE,
Electrical Engineer n Chief

11 Mr F C Alfrey,
Divisional Engineer, Telegraphs

12 Mr N Muokerpn MA BL, ATA,
Actuary to the Government of India
13 Mr M R Coburn, OBE,
Fianaisl Adviser, Posts and Telegraphs
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14. Lt.-Col. X. A. Appleby, 0.B.E,,
Postmaster General,
Punjab -and North-Western Frontier Cirele,

15. Mr, P. J. Edmunds, M.A., B.Se,
Director of Wireless.

16. Mr. L. S. Vaidyanathan, M.A,, F.I.A,,
. Assistant Actuary,
Oriental Government Security Life Assurance Co., Ltd.,
Bombay.

17. Mr. K. D. Tembe,
Deputy Director General, Postal Services.

18. Mr. J. 8. Pitkeathly, CM.G. C.LE, C.V.0,, C.B.E., D.S.0.,
Chief Controller of Stores,
Indian Stores Department.

19. Mr. A. C. Badenoch, M.A. I.C.S,
Officiating Controller of Civil Accounts,
formerly Accountant General,
Posts and Telegraphs.

20. Mr. Jagat Prasad, M.A., B.Se.,
Accountant General, Posts and Telegraphs.

21. Mr. P. N, Mitra,
Controller of Telegraph Stores, Caleutta.

22. Mr. D. Colin Campbell, C.A,,
Director of Commercial Audit.

23. Rai Bahadur P. N. Mukerji, M.A., M.R.A.S.,, F.E.Met.Soc.
(Liondon),

Deputy Director General, Staff.

6. We were supplied by the Financial Adviser, Posts and Telegraphs,
with a comprehensive memorandum dealing with the subject of our en-
quiry. This was supplemented, when necessary, by information on spepxﬁc
matters supplied in compliance with enquiries addressed to the various
Departments of the Government of India.
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CHAPTER I
A ts prior to O

7 By our terms of reference, reproduced in exfenso 1 the previous
chapter, we are required to '* examive the existing system of accounting
1 the Indian Posts and Telegraphs Department with a view to seemng
how far 1t achueves its object of presenting 2 true picture of the commercrsl
results of the Department's working '’ The form of the accounts of any
undertaling depends on the character of 1ts operations on the conditions
1n whieh s work 13 done and finally on the general pohicy governmg ats
activitzes 1In order, therefore, to fulfil the obbgations laid wpon wus,
we attempt to describe briefly the various charactenstics of the fndan
Posts and Telegraphs Department which are reflected an ats aceounts

§ Under the Indian Pest Office Act and the Indian Telegraph Act
tlhie (overnor General in Councrl has the exclusive privilese of conveying
letters by post, and of zstablishing, mamtamming and working telegraphs
mikin Bratish India , and the Indan Posts and Telegraphs Department
of the Government of India 15 entrusted with the exercise of this exclusive
privilege of Government Actually, the Department provides facilitics
for communication wrt crtroe dh n Bad b Tada b 4 1o m s e ks b
of ludian States
agreements and
menial organisat
that together make up the mternationa) communtcations of the world

8 From the very n * - .o s has to be
ighlv centrahsed so as t¢ yet room
has to be found for the g operaton

1 different areas due 1 turn to the varying stages of economie and eultural
development reached by varous parts of the Indian Empire  On the one
hand therefore, the Department has to keep abreast with the most modern
devel of highly techmeal and on the other, 1t has to He
cortent in some rural areas with providing a weekly service throngh a
postman on foot

10 Agamn by the nature of s orgamisation, the Department 15
direetly represented 1n the most distant and out of the way localities and
so provides an agency for the discharge of various ruseellaneous obhigations
of other Departments of the State which conld be discharged directly wvy
the latter only at prombine expense Tor instance at oue end of the
feadle the Department ¢ found sellmg paclets of gquipine wod isemng
heenses for the sale of salt, and at the other, 1t 15 entrusted with the
management of a large Savings Bank system whiek 1s rapdly growng
1m the extent and yolume of its operations

11 The accounting system depends on the poliey governmg the opera
tions of the Department, and it 35 therefore of some advantage to our
enquiry to trace the development of the palicy of Government for the
working of the Indian Posts and Telegraphs Department Prior to 1914,
tha Post Office and the Indian Telegraph Department were two mdependent
Departments each worbing under a separate Director General The
{founilations of the present orgamsation of the Post Office were lmid bv the
Pouc Office Act (Act XVI1) of 1854, according to the provisions  which,
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the Postal Department in the whole of India was placed under the control
of a Director General assisted by Postmasters General in the larger pro-
vinees, and Deputy Postmasters General, at fixst designated Chief Inspetors,
in the less important provinces and the prineipal political agencies. Siwmi-
larly, the beginnings of the Indian Telegraph Department can be traced
back to 1851 or 1852.

12. The earliest declaration of policy, governing the operations of the
Indian Telegraph Department, that we have come across is that contained
in Resolution No. 2414, dated the 8th March 1867, published in the Sup-
plement to the Gazette of India, dated April 6th, 1867, relevant extracts
from which are given below :—

‘“ Resolution.—In the 13th and five following paragraphs of his
memorandum, Colonel Glover has fully shown that the greater
number of the Indian lines have been undertaken for political
and administrative purposes. Many lines which are of great
value in this view would never have been constructed, and eould
never be maintained were the directly remunerative character
of the Government Telegraph its only object.

2. Eiven such lines, however, are often not wholly unremunerative
in an economical point of view, in so much as they conduce to
greater energy of administration and afford means of more
directly controlling public expenditure. To the community also
they are often of important serviee ; and, even though not giving
a return which would justify their construction or retention as
commercial undertakings, have indirectly contributed no doubt
to the increasing prosperity of the country.

3. As regards those lines which might properly be regarded as com-
merecial lines.—lines, that is, connecting the great centres’ of
commerce, Colonel Glover has also shown that it is secarcelr
fair to judge their remunerative nature by a comparisen with
the commercial lines of England or of any European country.

4, The far greater distance between the centres of commerce in
India. and the greater difficulty of maintaining the lines arising
from causes connected with the nature of the country through
which they pass, and of the climate, put the case wholly on a
separate and special footing and make it difficult to render aven
such lines very remunerative.

5. At the same time it has been, as the Officiating Director General
points out, the careful study of the Government of India to
avoid consiructing, as far as possible, lines which do net at
least pay their own working expenses ; but as already indicated
above, the importance of lines to the Government and the
public is not in any degree to be measured by the magmtude
of their returns ; and the exigencies of the Public Service and
Political and Military considerations must. in a large majority
of instances, override all considerations of economy. Undpr these
cireumstances, and with regard to the general _workmg_and
to the manner in which telegraphic communication has been
introduced into India, the Governor General in Counecil is not
disposed to consider the financial results, disclosed by Colonel
Glover’s papers, as wholly unsatisfactory.”’
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13 'The operations of the twp Departments developed side by side
with the general development of the country and by the year 1858 i
became possible to regard the Post Office and the Telegraph Deparument
s guase commercial Departments whiel  according to Resolution No 4145,
daten the 28th July 1888 issued by the Government of India m the De
partment of Finance and Commerce  are mantamed for the purpose ot
tendering particular services on payment made for the services rendered
or for the articles supphed and the fuuetions of whieh are not part of
the ordinary 1deas of Goyvernment or admimstration

14 Tt s a far cry from 1867 to the present times and the lapse of
tinae 15 evidenced 1 the change of policy that has taken place m the wterval
The first public indication of the new orentation that we have been able
to trace 15 contained in a speeeh made by the Hon ble Sir (then Mr)
Maleolm Haley Finance Member of the Government of India m the
budget debates of the Legislatne Assembly on the 10th March 1921 when
he stated that ¢ the Telegraph Department lihe the Postal Department 1s a
sonrce of Tevenue to the country but we have not I can admt to the House
been able ntherto to get the exact amount of net revenue which the Posts
und Telegraphs Department brings us m’

15 The most recent declaration of the pohey of the Government
respect of the combined department 1s contawed n the followmg state
ment made by the Hon ble Sir Atul Chatterjee Member 1n charge of the
Department of Industries and Labour n the Legnslatne Assembly on the
1%tk March 1924 —

I entirely agree with Mr Neogy m consdering that tie Post Offce
should be lool ed npon as public utihty service  But i the same
way as the Railways and any other orgamsations which are for
the benefit of the general public and are locked upon as pubhe
ntihty services should at the same fime pav their way I consmder
that the Post and Telegraph Department should pay its own
way and I have the authorrty of my Henourable Collearue
the Funance ™ " t do not look
1o the Posta) me earmng
Department Honourahle
friend At the same time I wish him to understand that there
1s no reason whateser why the Postal and Telegraph Depart
ment 1f 1t 13 properly managed should be a burden on the tax
paver Tt has to be remembered that the Government enyoy a
valuable monopaly m the Postal and Telegraph Depariment and
m my view that monopoly should be so worked as to be a
source of benefit to the general tax pajer without bewmg a
burden on hum '

16 The changes in pohiey have alwavs reacted on the <vstem of ac
counts  Prior to 1st Apnil 1914 the Post Office and Telegraphs were two
separate Departments each with its own accounts The gross recetpts of
the two Departments formed part of the revennes of the Government of
India who found all the money reqmred for expenditure whether worl ing
expenses or capital A capital head of accounts was not allotted m the
general scheme of Government acconnts to erther Department and all
cxpenditure whether Capital or Working Expenses was meluded under
the svme major head  Morpover expenditure menrred 1n the Pubhe Work
Department on buildings meant for the two Departments ord
under the Public Works heads of accounts A pro form t
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the Postal Department in the whole of India was placed under the control
of a Director General assisted by Postmasters General in the larger pro-
vinees, and Deputy Postmasters General, at first designated Chief Inspetors
in the less important provinces and the prineipal political agencies. Simi-
larly, the beginnings of the Indian Telegraph Department can be traced
back to 1851 or 1852.

12. The earliest declaration of policy, governing the operations of the
.Indlan Telegraph Department, that we have come across is that contained
in Resolution No. 2414, dated the Sth Mareh 1867, published in the Sup-
plement to the Gazette of India, dated April 6th, 1867, relevant extracts
from which are given below :— )

‘“ Resolution—In the 13th and five following paragraphs of his
memorandum, Colonel Glover has fully shown ihat the greater
number of the Indian lines have been undertaken for political
and administrative purposes. Many lines which are of greatl
value in this view would never have been constructed, and could
never be maintained were the directly remunerative character
of the Government Telegraph its only object.

2. Even sueh lines, however, are often not wholly unremunerative
in an economical point of view, in so much as they conduce to
greater energy of administration and afford means of more
directly controlling public expenditure. To the community also
they are often of important service ; and, even though not giving
a return which would justify their construction or retention as
commercial undertakings, have indirectly contributed no doubt
to the inereasing prosperity of the country.

3. As regards those lines which might properly be regarded as com-
mercial lines—lines, that is, connecting the great centres of
commerce, Colonel Glover has also shown that it is secarcels
fair to judge their remunerative nature by a comparisen with
the commercial lines of Tngland or of any European country.

4. The far greater distance between the centres of commerce in
India. and the greater difficulty of maintaining the lines aricing
from causes connected with the nature of the country through
which they pass, and of the climate, put the case wholly on a
separate and special footing and make it difficult to render aven
such lines very remunerative.

5. At the same time it has been. as the Officiating Director General
points out, the careful study of the Government of India to
avoid constructing. as far as possible, lines which do net at
least pay their own working expenses ; but as already indicated
above, the importance of lines to the Government and {0 the
public is not in any degree to be measured by .the magnitude
of their returns ; and the esigencies of the Public Service and
Political and Military considerations must. in a large majority
of instances. override all considerations of economy. Under these
cireumstances, and with regard to the general working and
to the manner in which telegraphic communication has been
sntroduced into India. the Governor General in Council is not
disposed to comsider the financial results, diselosed by Colonel
Glover’s papers, as wholly unsatisfactory.”
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13 The operations of the two Departments developed side by mde
with the general development of the country, and by the year 1888, 1t
became possible to regard the Post Office and the Telegraph Deparument
as quost commerctal Departments which, according to Resolution No 4145,
daten the 28th July 1888, issued by the Government of India m the De-
partment of Finance and Commerce, ¢ are manttined for the purpose of
rendermng parficnlar services on payment made, for the services rendered
or for the articles suppled, and the functions of which are not part of
the ordinary 1deas of Government or admmistration *’

14 It 1s a far cry from 1867 to the present times, and the lapse of
time 15 evidenced 1n the change of poliey that has taken place 1n the mtersal
The first public 1dieation of the new omentation, that we have been ahle
0 trace, 1s contmmned 1 a speech made by the Hon'ble Sir (then BMr )}
Maleolm Haiey, Finance Member of the Government of India, mn the
‘tudget debates of the Legislative Assembly on the 10th March 1921, when
he stated that ¢* the Telegraph Department hike the Postal Department 15 a
source of revenue to the country, but we have not I can admit to the House,
been able Intherto to get the exact amount of net revenue which the Posts
und Telegraphs Department brings us m’’

15 The most recent declaration of the policy of the Government m
respect of the combmmed department 1s contained in the following state
mem made by the Hon'ble Sir Atul Chatterjee, Member 1n charge of the
Department of Industries and Labour, m the Legislative Assembly on the
12th Mareh 1924 —

‘1 entirely agree with Mr Neogy m considermg that the Post Office
should be looked upon as public utihty service  But n the vane
way as the Railways and anvy other orgamsations which are for
the benefit of the general public and are looked upon as public
ntility services should at the same time pas thewr way, I consider
that the Post and Telegraph Department should pay its own
way and I have the authority of my Honourable Colleague,
the Finance Member, 1 saying that the Government do not look
to the Postal and Telegraph Department as a revenue earmng
Department 1 hape tins statement will satisfy my Honourable
friend At the same time T wish him to understand that there
13 10 reason whatever why the Postal and Telegraph Depatrt
ment 1f 1t 18 properly managed should be a burden on the tas
payer It has to be remembered that the Government enjoy a
valuable monopoly 1n the Postal and Telegraph Department and
m mv view, that monopoly should be so worked as to be o
source of benefit to the general tas pajer without bemg a
burden on him **

16 The changes 1 policy have alwavs reacted on the system of ac
counts  Prior to 1st Apmi 1914 the Post Office and Telegraphs were two
separate Departments each with 1ts own accounts The gross receipts of
the two Departments formed part of the retennes of the Government of
India who found all the money required for expenditure, whether worling
€xpenses or capital A capital head of accounts was not allotted, m the
general scheme of Goxernment aceonnts, to exther Department , and all
<xpenditure, whether Capital or Working Etpenses was meluded under
the same major head Morgover, expenditure incurred 1n the Public Works
Department on buldings meant for the two Departments was recorded
under the Public Works heads of accounts A pro forma statement of

{
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the Capital Outlay in the Indian Telegraph Department was included,
however, in the Telegraphs section of the Finance and Revenue Accounts
of the Government of India, beginning with the year 1871-72.

17. The two Departments were combined in 1914 but the only important
change then made was that the receipts and expenses of both the Depart-
ments were shown under a single major bead in the Finance and Revenue

Accounts. A statement of Capital QOutlay on Telegraphs continued to be
attached as an Appendix.

18. This arrangement continued until the reorsanisation of the ae-
counts made in connection with the constitutional changes eonsequent on

the passing of the Government of India Act, 1919. The changes effected
in 1921-22 were as follows :—

(¢) Two capital heads were provided for recording Capital Out-
lay, one outside, and the other within, the Revenue Accounts
of Government,

(i) It was decided that the expenditure ineurred by the Publie
Works Department on buildings meant for the use of the
Indian Posts and Telegraphs Department should be recorded,
finally, under the Capital heads mentioned above.

(7it) The original Capital Qutlsy ineurred by the Public Worss
Department in the past on Posts and Telegraphs buildings
was also transferred to those heads, but without any finaneial
adjustment.

(iv) Commenecing with the accounts for 1921-22 Capital Outlay
on Telegraphs, other than that on stores and suspense, was
debited to ‘‘ Capital Outlay not charged to Revenue ’’.
QOutlay on the purchase of stores for Telegraphs and all
Capital Qutlay on Postal buildings continued however tc
be charged to ‘¢ Capital Outlay charged to Revenue ’’.

(v) Changes were also made in the accounts of working expenses
of the Department. Interest on Capital Outlay was charged
for the first time in the accounts for the year 1921-22, a
separate major head being opened for the purpose in the
Revenue section of Government accounts. Superannuation
allowanees and pensions were debited to the Department for
the first time in the accounts for the year 1923-24, while
eredits for work done by the Department on behalf of other
Departments, like those in connection with the Savings Bank
and Cash Certificates, etc.,, were included in the depart-
mental accounts for the first time in 1924-25.

19. The changes described in the preceding paragraphs relate to the
official accounts of the Government of India as presented annually to
Parliament. In addition, pro forma statements, purporting to show the
general financial position of the Post Office and of the Telegraph Depart-
ment used to be prepared and included in the annual Administration
Reports submitted by the heads of the separate Departments prior to 1914,
and by the Director-General of Posts and Telegraphs, after that date, to
the Government of India up to the year 1924-25 ; but our conclusion,
reached as a result of our examination of the methods in force before the
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1st Aprl 1925 1s that the accounts for the jears ending with the financial
year 1924 25 were not commerelal accounts i the real and accepted sense
of the term It 1s evident therefore that no attempt at a comparison
of the profits or losses on the workmng of the Department after the commer
cialisation with those shown in the accounts prior to that date 1s possible
at this stage Any estimate that may therefore be prepared of the aggre.
gate surplus or deficit on the working of the Department m the past 13
{likely to be erroneous and musleading
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CHAPTER 1V,
Capital and Block Accounts.

23.. As its name indicates, the Capital Account shows the total amount
of qultal Outlay on fixed assets, such as land. buildings, plant and
machinery, and of working capital in the shape of stores and capital sus-
pense zccounts. It also ineludes ecapital receipts. The term ‘¢ Block
Account 7’ is used to indicate ‘‘ a valued register of assets’’, the main-
tenance of which is essential to a commercial system of accounts. The
§ota1 of the Block Account represents the value of fixed assets and is thus
included in the Capital Aeccount.

24. The development of the Capital Account of the Department o
the eve of *‘ commercialisation *’ and thereafter has been described briefly
io the preceding two chapters. It is, however, necessary to state here that
although the two capital heads of accounts, ‘‘ 56—Capital Outlay not
charged to Revenue ”’ and ‘‘ 18—Capital Outlay charged to Revenue *,
were continued after 1st April 1925, the method of booking was altered
substantially. AIl Capital Outlay in the Department including that on
‘“ stores ’’ and on *‘ works in progress ’’ in the workshop, is initially re-
corded under ‘‘ 56—Capital Outlay not charged to Revenue’’. Sub-
sequently, the amount relating to Post Office buildings and Railway 1Mail
vans is transferred to ‘¢ 18—Capital Outlay charged to Revenue ”’. This,
however, does not make any difference to the finances of the Department ;
as stated before interest is charged on all eapital outlay.

23. A valuation of telegraph assets was made in 1872 and a valuation
of the assets of the combined Department was made in the years 1924 and
1925 in connection with the commerecialisation. An inventory of all assets.
existing or 1st April 1925, was obtained from the officers in charge. and
the assets were valued either on the basis of recorded information, or hy'
the application of certain average costs per unit. In the sequel, a deficit
was found and had to be written off. The details of the deficit are

explained below.
The recorded Capital Outlay at charge of the combined Department

at the end of 1924-25 was —

Rs.
Capital Outlay not charged to Revenue 3,40,01,064
Capital Outlay charged to Revenue 18,49,44,790
Total .. 21,89,45,854

As 2 wesult of the valuation, the capital of the Department was fixed at
Rs. 20,20,23,566 leaving a deficit of Rs. 1,69,22,288. Subsequent investl-
eatious, chiefly in connection with buildings, reduced, by the end of 1929-

50, the amount of this deficit to Rs. 1,29,83,517 composed of the following
items :— .

(a) Errors in accounting .. . 17,44,692
(b) Value of assets which had ceased to belong
to the Department .- .. 5,651,048

\
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Rs
(e} Net transfers from Capital —4 77083
(d) Unexplamed differences net {details gren
below) 113164950
Total 12983517

The details of the unexplamed differences included above were as
follows —

Decrease of Increase of
Cap tal at Cap tal at
charge charge
Rs Rs

Buldings 173080:
Lones and Wires 06 32 428
\pparatos and Plant 32 68 005

Masts and Aerals 34726

12930483 17 65533

————

Net decrease of Capital Rs 11164950

26 1If retrospective effect 15 given to these corrections which were made
m various years smee 1920 26 inelusive the net amount left at charze of
the Cajital Account on Ist April 1925 would be Rs 2059 62337 com
prismg —
Rs
Fixed assets 1898 99 933

Stores and Suspense 16082238

Total 2059 82171
Deduct Receipts on Captal Aceount 19834

Net Total 2059 62337

27 As mentioned at 1tem (1) of paragraph 21 1t was decided that the
1t al amount at charge of the Block Account shoull be the deprec ated
value of emsting assets as on 1st April 1925 The next stage of the
valuation undertaken mn the years 1921 and 1925 consisted therefore of
a ¢alculabion of the depreciated value which together with the accrued
depreciation or  arrears i depreciation  as 1t has been termed 11 the
Valuation Report makes up the onginal value of the fixed assets as shown
m the previous paragraph For this purpose the Chef Engineer Tele
graphs fixed the expected effective lLives and  remdual values of
varlous classes of assets But the difficulty of the problem did not end
LLTPT&PH(M:sc)



with this because very little information was available i

ment, as to the dates of the original construction or lgstmref:}cl);stll)'s%gtl;
prior to 1st April 1925, of a large portion of the property. This difﬁc\';lt

was finally overcome, by the officer entrusted with the valuation, by est{
mating, for property for which reliable information was not available an
average age on 1st April 1925. This having heen done the problem’ be-
came simple ; and the acerued depreciation was ealenlated by the appliea
tion of the usual straight line method. ppaca:

28. The accrued depreciation on 1st April 1925, as originally fixed i

2 1 , xed
the Valustion Report was Rs. 9,30,76,950. As a result of cgrrecti)(’ms n;aclllni
subsequently, the amount at the end of 1929-30 was Rs. 9,09,85,728. The
péxplta] account on Ist April 1925, as fixed in 1930, comprised the following
items :— N

Rs.
1. Fixed assets—
Depreciated value, as on 1st April 1925 of
assets construeted to end of 1923-24
Rs. 8,84,11,268.
Original cost of assets constructed during g
1924.25 Rs. 1,05,02,937 . .. 9,89,14,205
II. Stores and DManufacture Suspense—Opening
balances . . 1,60,82,238
Total .. 11,49,96,443
I1I. Deduct Receipts on Capital Account .. 19,834
Net .. 11,49,76,609

29. The opening balance of the Stores and Manufacture Suspense
Account (Rs. 1,60,82,238) included in the Capital Account of the Depart-
ment for 1925-26 represented the book value of the stores, ete., on 1st April
1925. No attempt was made at the time of commercialisation to determine
separately the book value of obsolete and unserviceable stores held in stock
aud included in the opening balance. From the Appropriation Accounts
of the Department for the five years 1925-26 to 1929-30 it appears, how-
ever, that a total sum of Rs. 21,64,643 has been written off during that
period, by debit to Working Expenses, as the loss incurred in the disposal
of unserviceable and obsolete stores. The revised estimate for 1930-31 con-
{ains -a further provision of Rs. 2,55,000 for the same purpose. In addi-
tion, a sum of Rs. 5,91,000 has been debited to the Working Expenses of*
the Department in the three years 1927-28 to 1929-30 on account of the
¢ writing down ’ of the value of serviceable stores which were borne on the
books at too high a rate. We understand that these writes-off have been
sanctioned as a result of investigations made by a special committee ap-
pointed by Government to deal with a large accumnulation of old stores.

30. We consider that the stores in stock immediately prior to com-
mercialisation should -have been examined, and that the _vahle-uf only
such staves as were servieeable should have been included in the opening
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balance ct the Stores Account on 1st April 1925  Similarly, stores which
were serviceghle should have been included only at thewr proper written
down value We think 1t 15 unfar to burden the commereial accounts
of the Department as constituted from 1st Aprl 1925, with the abnormal
Toss on the disposal of a large amount of unserviceable matenal accumu
lated 1n the past 'The Department has suffered a further loss m that it
hias had to pay interest on tins total amount of Rs 30710 643 frow. the
date of commereialisation to the various dates on which different lots of
tls waterial were disposed of or to the date when the value was written
down We recommend that both the items of loss should be taken inty
aceount 1m assessing the net result of the working of the Department after
rommercahcation

31 The Capital Account mcludes a sub head entitled ‘* Receipts on
capital accourt’ intended to prowide for the reduetion of the ecapital
at charge, 1n eases 1 which the sale proceeds of an asset are substantially
n excess of the amount included m the Block Account wa respeet ot that
asset  Sir Arthur Dickinson who was requested by Government to exsm ne
the propriety of this arrangement, made the following remarhs —

¢ The realised surplus over original cost less accrued depreciation
resulting from the disposal of a fixed asset should be credited
tc a capital reserve account to which should be charged any
losses due to sales of stmilar assets for sums less than the differ-
ence between the original cost and the amount standing to the
eredit of depreciation fund in respect of those assets’’
We agree that as a matter of correct accounting it would be prefcrable
to have a capital reserve account so that such credits may not appeir as
part of the mam Capital Account
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CEAPTER V.,

Depreciation and Lives of Wasting Assets.

32, The question of the rates for ealeulating the gnnual depreciation
of the wasting assels of the Posts and Telegraphs Department has received
speeific and prominent mention in our terms of reference, and has recejved
a very large amount of detailed examination at our hands. Depreeiation
15 a true clement of cost and, in modern accountancy, a proper propertion
of thr capital invested in the wasting assets of an undertaking is always
included. in one form or another, in the east of the products manulactured
or services rendered,

31y

35, There are several methods  for  determining the proportion of
capital that should be set aside in each year or other accounting period,
but they .)um- all one objeet in view, which is to secure that by the time
the asset i« expeeted to become useless, the eapital invested in it is'recovered
from the earnings, The estimating of the period during which the assot
is likely to render useful serviee. or the ‘life’ as the period is termed
by W\ecountants, is therefore a matter of prime fmportance. If the life
i1s under-estimated: the cost per unit goes up, und as prices are generally
competitive the aecounts of the undertaking show a loss. If on the other
hand the lives are aver-estimated, the cost is understated and the accouunts
show nn exaggerated profif,

3 A mentioned before, the * lives ’ of different classes of assets used
m the valuation and adopted for the Depreciation Fund ealeulations, were
fixed by the Chief Engineer, Telegraphs, on the best information then
aveilable to him.  They are shown in Appendix 1 attached to this report.
We have ascertained that the net lite of each class was arrived at, after
wmaking deductions from the estimated physical life, for climatie conditions,
accidents, reconstruetions, ohsolescence and, in the case of copper wire,
even for thefts.  In other words, the lives fixed were net effective lives for
each life group.

35, From the documents placed at our disposal, we also learn tuat it
was intended that the estimate of lives and the working of the Deprecia-
tion Pund should be reviewed after a few years’ experience had accumu-
lated.  The experience has been striking. and the disparity between the
amounts contributed te the Depreciation Fund during the period from
Ist April 1925 and the amounts actually spent on renewals and replace-
inents was noticed by the Accountant-General, Posts and Telegraphs, in
his Report on the Appropriation Accounts of the Department for 1927-28.
The matter was discussed by the Public Accounts Committee in their
sittings of 1929 and their discussions led eventually to the appointment
of our Committec. A detailed comparison between the annual contri-
butions and the annual expenditure on renewals and replacements, in
respeel of various classes of assets, has been instituted in a statement
supplied by the Financial Adviser, Posts and Telegraphs, reproduced as
Appendix 2 to this report, and the total amounts for the six years ending

230-31 3 ; follows :—
1330-31 are as follows Renewals and

Contributions. Replacements.
Rs. Rs.
Buildings .. . 5,30,525 3,07,312
Posts .o - o 68,36,417 16,76,671
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Renewals and
Contnibutions Replacements.

Ls Rs

lren wire (Telegraphs) 2654411 1343350
Iron wire (Telephones) 663015 431732
(opper wire 3009 503 436441
A cumulators 632 359 244 869
ilunual Exchange 338844 358401
Automatiec Exchange 502331 13 266
Subseribers  Apparatug 821 651 21508
Masts and Aemals 85 678 7910
Other items 15 96 242 348265
Tiectme Installation 410141 87500
Cables 657 214 2173519

Total A 18788331 5162 749*

*NB—This 15 the grose expenditure on the renewal of assets of the kinds
nentioned Only a part of it aggregating ahout Rs 13 laes was found from
the Depreciation Fund while the balance was met from imterest bearng advances

36 The disparitv 15 admittedlv very large but 1t 15 necessary to
mention certam considerations which must deter one from drawmg any
defimte conelusions as to the correctness of the annual eontributions on the
basis of these figures The annual confribution 1s determined not only
by the hfe span of the asset but also by the onignal cost Consequently
even 1n a runmng concern of considerable nge 1f there 15 a series of yeus
m which there was a marked increase in the cost per unit of plant due to
a rise m prices the contributions for depreciation during the succecdimg
sears will be heavier than usual and this dispanty will not disrppear
until the plant erected 1n the period of high prices has been reconstricted
at the cud ot the Iife span at rates which are markedly lower 1if not entircly
normal Agun with assets the estimated hfe span of which 18 fanly
long eg 30 years for posts 24 years for iron wire and 75 years for
luldings the experience of s1x years or even more cannot be a rehable
guide us to the correctness of the assumed hife Lastly there 15 tie on
«ideration that the assumed hife 15 an average figure fixed after tahmng
mto c(naderation a number of factors sueh as chmate soil aceidents
ete  Fven m the same class of assets these factors have varymng suflue 1ce
m dctermiming the actual date of reconstrnetion Experience m other
countiies has shown that even 1n respect of a homogeneous hfe group of
aswets sulject to the same chimatie and other conditions reconstru tions
dc not all become necessary exactly on the expiry of the life hut are
spread over some vears before and after that date Remembermg the
wreat vamety of conditions to which the plant of the Posts and Tele raphs

M v ety of material

a very marked

eral years Loth

before and after the date of expiry of the ife Taking these cons dera

tions nto account the testimony of the figures contamned 1n the statement

15 not by itself suffiecient for questiomng the smtabibity of the lives fixed
by the (hief Fngineer Telegraphs
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37. We aceordingly decided to obtain as large a body of direct evidence
as was possible from gentlemen competent to express an authoritative
opinion on thes_e matters. The names of the witnesses who appeared before
us have been given elsewhere. We examined a number of selected officers
of the Department who had large experience of the plant used by the
])Yepartmel.lt. In addition, the Chief Engineer, Public Works Department,
New Delhi, was good enough to furnish us his views on the life of build-
ings through the Chief Controller of the Indian Stores Department. Last-
ly, we also examined two gentlemen of the commercial community engaged
on business involving the manufacture and use of plant similar to that
used by tl}e Department., The unanimous opinion of all these witnesses is
that the lives fixed in 1925 and used in the Valuation Report are, in the
majority of cases, largely under-estimated.

38. After weighing the large body of evidence that became available
to us, we have come to the same conclusion, and, except in one or two cases,
our proposals involve a lengthening of the ¢ life ’ for each class of asset.
The lives which we recommend and the reasons therefor are set out below,
but we desire to state that the life as recommended by us is, 4n every
case, the net effective life, fixed after taking into consideration, all the
usual factors, viz., the influence of climate, soil, and atmosphere, liability
to damage by accidents, storms, floods, and cyclones, and ordinary obsoles-
cence. Moreover, they are ¢ averages’ applicable to the plant in its
entirety and not to a particular plant or to that in a particular area or
locality. The residual values recommended by us represent percentages
applicable to the original value in sit#. The lives and residual values
of such assets as are not dealt with specifically should, in our opinion, be
Jeft unchanged at the present figures.

(1) Buildings—The life of buildings varies naturally with the design,
the material and the climate, ete. TUnder the rules for allocation in force
in the Department, temporary structures and buildings of small value ave
not included in the Bloek Account. Moreover, the bulk of the cost of
the departmental buildings has been incurred in Presidency towns and
laree cities. and at the headquarters of districts where, invariably, the
buildings are conmstructed by competent engineers and the structures are
soundly designed and of good material. We also examined the register
of buildings maintained by the Accountant-General, Posts and Telegraphs
and obtained specific evidence from witnesses with personal knowledge who
testified to the good condition and large residusl life of some very old
huildings which are in use at present. We recommend, after making
allowance for obsolescence, that the net life of buildings should be fixed at
100 years. the present life being 75 years. Following the present practice
we do not propose to fix any residual value.

(ii) Electric lights and fittings, etc—The ‘ life * of these assets fixed
at present is 12 years net, with a residual value of 5 per cent. We recom-
mend a net life of 16 years with a residual value of 3 per cent.

(iii) Underground cable—~The life fixed at present is 24 years with
a residual value of 5 per cent. We recommend the life being inereaserd
to 86 ycars net, as an average for all classes of underground cablz us':d
in the Department, whether laid ‘ solid ’, or directly undergrounit. Vie
leave the residual value of 5 per cent. unchanged.
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(w) Submarine cable —The hife fixed now 15 12 years net without
any residual value  After tahing nfo consideration the great Labihty o1
fias elass of assel to damage and loss from aceidents 1 rtets we recom
mnd 1 nei life of 20 years withont any residual value

(9} Aeral cable —The present ife 13 10 years with a residual vala
of 5 per cent In siew of the rapid deterioration to which aeral cables
are subject 1 India we recommend that the hife be left unchanged ot
10 years ret but that the residual value be reduced to 3 per cent

(21) Posts (ancluding brachets) —The Department uses three kinds of
posts vz wooden ral and galvamzed tubular The number of the st
named 15 very small and may be left out of conwnderation The present
esiimate ot the hife of posts 1s 30 years net with a residual value of 10
par «unt  On the evidence before us we should be justified 1 1ncreastng
tre Iife to at least 50 years but to be on the safe side we recomnurl a
Iife of 45 years net as an average for all kinds of posts We would leave
the r¢sidual value unchanged at 10 per cent

{vu) Copper and bronze wie —The amount of bronze wire usel 13
very «mall  The life taken 1n the Valuation Report for both kinds of wn~
4 27 vears with a residual value of 20 per cent As an average fm the
whole of India we recommend a net life of 40 years and we would rus
the remidual value to 30 per cent

(vwn) Iron Wire Telegraph Circurts ~The hfe preseribed at present
135 24 cars with a residual value of 4 per cent As an average for the
whole of India and taking mto acecount the liability to corrosion of wites
near the sea coast we recommend a net Iife of 36 years with the old 1est
dual v ilue of 4 per cent  The evidence before us would have justified onr
fixing 1 Dnger Dfe but we prefer to take a cautious view

(1z) Iron Wire Telephone Circuits —The hfe of this class of wire 15
low as 1t 1s gelerally light gauge wire The life fixed at present 15 103
vears vith a residual value of 4 per cent On the evidence before us we
recommend at average net life of 15 years with no change 1 the resiaual
value

(z) Wueless masts aertls end carths—This 18 a composit Tue
group the life of masts being very much longer than that of aerials and
parths  The difference 1 Life 1s compensated for however by the differ
ence 1n the proportional costs of the two components 1n the average wireless
1nstallation  Moreover this class of plant 1s in the present condttion nf
wireless telegraphy and telephony liable to rapid obsolescence The
present hife 15 30 years wath a residual value of 10 per cent Tahin, to
consideration the respective lives and comparative values of the compo
nents we recommend an equated life of 15 jears net for the whole group
or a 1eduction of 15 years on the present hfe We also recomrrend
reducing, the residual value from 10 per eent to 8 per cent

{rr Manual Ezxchanges Pruate Sutich Boards—The hfe fixed ar
1resent 13 12 vears with a residual value of 5 per cent We recommund
a net hife of 15 vears but with the same residual value

(zn) Engines Wotors and Suifch Gears efc —The hfe fixed at pre
sent for all hinds of this plant mcluding those used m wireless stitiong
15 12 years with a residual value of 5 per cent In wview of the rapd
ousolescence of wireless plant we recommend that the group should oe



20

divided into two portions, one for wireless and another for the plant in
other branches, ¥or the former we recommend a net life of 12 years and
for the latter a net life of 16 years. We recommend a residual value
of 2 per cent. for either class.

(xiii) Automatic Exchanges.—Practically no experience of the effec-
tive life of automatic telephone plant is available. at present. The life
fixed now i 20 years net with a residual value of 10 per cent. As we
desive to he conservative, we recommend a life of 25 years net with a resi-
dual value of 5 per cent,

__ (ziv) Subseribers’ Apparatus—The life fixed at present is 8 years
with a residual value of 5 per eent. On the evidence before us, we feel
Justified in recommending a life of 10 years with a residual value of 5 per
cent,

(zv) Elcetrie and Tdegraph Instruments—The life fixed at present
for this elass, including plant used in wireless stations, is 12 years net
with a residual value of 5 per cent.  As in the ease of ¢“ Engines, motors
and switeh gears, ete.”’. we recommend that the group be divided iuto
two sub-groups, so that wireless instruments and apparatus may le
separated {rom other varieties. For the former we recommend a life of
10 years without any residual value, while for ‘¢ the clectric and telegraph
instruments ’’ of other branches we recommend a life of 25 years with a
residual value of 5 per cent.

(xvi) Aecumulators—We "do not recommend a change either in {he
life or in the residual value of accumulators and our recommendation in
favour ef the present estimates applies equally to all accumulators includ-
1ug thosce used in wireless stations.

(xvit) Workshop Plant and Machinery.—The present estimate of life
is 20 years and we would leave it unchanged. The residnal value should
DLe reduced from 10 per cent. to 5 per cent.

(zviit) Motor Vehicles and Launches~We would leave unchanged
the life fixed at present, viz,, 10 years with a residual value of 10 per cent.

39. Wc have given our recommendations as to the residual values of
-arious classes of plant in the preceding paragraph when dealing with the
lives. We revert however to our recommendation to inecrease the residual
value for copper wire from 20 per cent. to 30 per cent. Some of the
witnesses have recommended the residual value being placed much higher.
We are, however, impressed by the large fluctuations in the market price
of new copper, which naturally controls the price that can be obtained’
from the sale of serap copper, and consider that on the whole 30 per eznt.
is the most appropriate figure.

40. The lives and residual values recommended by us as well as those
in use at present are given in Appendix 1 to this report.
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OHAPTER VI

Allocation of expenditure hetwetn Remewals and Replacements and
Working Expenses

41 Some of the causes of the disparity between the actual expenditeie
on retenals and replacements, and the amounts of the annual contribu
tens to the Depreaiation Fund, have been indieated wn paragraph 36 As
a result ot our proposals for the refixation of Irves, the disparity will be
remedied to the extent 1t was due to the under estimation of the etfectne
Ines of assets  Our examination of the matter leads us to think, however
that the dispanity 1s not due solely to the inappropriateness of the lives
hitherto adopted, but also to other canmses For instance, the avcrage
gmount spent annually on the renewal and replacement of assets m the
Posts and Telegraphs Department 15 about 5 per cent of the ormgmal
value of the plant, while m the British Post Office 1t 15 as much as 2 pot
cent  This may be due either to the standard of mainfenance being higher
m India than m Great Britamn or to the [ndian rules governmg the allo
cation of expenditure between ¢ Working Expenses * on the one hand and

Renewals and Replacements * on the other, being such as to prevent ex
penditure which really relates to the latter head from bemng demted to 1t

49 Tinder the allocation rules the following items of expenditure are
d=luted, wnter aha, to ¢ Working Expenses’ -~

(1) Cost of reconstructing a portion of a building, 1f Rs 1000 or
Tess

(1) Cost of replacmg a motor sehiele or launch if less thaw
s 10,
(m) Cost of replacing parts of subsertbers’ telephone apparatus
(1) Cost of replacing mternal telephone wirmg 1 subseribers’
premuses 1f the cost 13 Rs 50 or less

(¥ Cost of replacing any other asset 1f the amount 1s Rs 250 or
less

(+t) Expenditure on the dismantiement, shfting or re ahgnment of
Iines and wires

(211) Cost of replacing or renewing an asset when 1t 1s not debirable
to renewals and replacements

43 Sumtlar lmits have also been preseribed m the rules for allocation
of expendifure between Capital and Revenue but we consider that the
application of the same rule n allocations between a Depremation Funa
and Working Expenses vitiates the accounts to a serious degree i
the case of an asset, the whole dost of which was charged to Capital, only
& small portion has to be replaced at a cost fallmg within these hmits
the expenditure 15 debited to Revenue m spite of the fact that Revenue has
been coatmbuting to a fund ereated for this contingency ever smce the
orgmal asset was erected The aggrepate amount of such items m a
Inrge nndertaking will be very large  We have obtained from the Deprrt-
ment a statement of the cost of erecting a single umt of each clasy of
plant, sud we find that the monetary Limts mmposed at present mn respeet
of ren>wuls and reconstructions are high enough to cover the cost of
erectmng to quote a few examples, several new posts several spans of
eopper wire and several miles of 1ron wire -
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44, 1t has been suggested to us that'the imposition o

L s f these monetary
lmtuts saves the preparation of a large numberp of detailed estimatbst(iflui'
petty works of reconstruction, as they can be charged to the grant for
maintenanee for which detailed estimates are.not necessary. We do not
consldel_' this a sufficient justification for a rule which vitiates the accounts
so considerably. The saving in clerical and other work involved in the
pﬁeparatloz} of estimates, can also be effected by some suitable device like
t’ at of a single omnibus estimate to cover all such expenditure during the
year. We arc strongly of the opinion, therefore, that there should be no
monetary limits in the matter of expenditure debitable to renewals and
replacements, and that in accordance with the practice followed on State
Railways the cost of replacing eomplete units should be charged to the
Depreciation Fund. We understand that the application of the  unit’
prmell?le was considered when the rules were framed but that it was found
impossible to define precisely what constituted a unit. We consider, how-
ever, that the diffieulties should not be insuperable. ,

45. There is yet another way in which expenditure chargeable to
renewals and replucements is being possibly debited to Working Expenses.
Some officers of the Department have deposed before us that the cost of
repairing damqge done by storms is charged almost entirely to Working
Expenses despite the fact that the liability to serious damage by floods,
cyclones and storms was taken into account in fixing the normal effective
life of plants. The Accountant General to whom the matter was referred
has stated that the expenditure on storm repairs is allocated according
to the character of the work involved irrespective of the cause. It was
not possible for us, during the time at our disposal, to iuvestigate this
matter 1 detail but we have no doubt as to the impropriety of dehiting
the cost of replacements necessitated by storms and accidents to Working
Expenses, when this contingent liability was and is definitely provided for
by the annual contributions for depreciation. We recommend, therefore,
that {his matter should be investigated fully and necessary orders issued
so as to eusure that the contribution is utilised for the purpose for which
it is made.

46. There is yet another provision in the allocation rules deserving of
comment. A portion of the annual expenditure on the maintenance of
lines and wires is transferred annually to the debit of the Depreciation
Fund., 'The amount to be transferred in this manner is determined in
accordance with the instruetions contained in the following extract from
the Posts and Telegraphs Initial Account Code, Volume II—Engineering
Account Code :—

¢ 110-A. Petty expenditure on replacement of posts including
brackets, stays, couplings, ete, and wires including insula-
tors, which is recorded under the head Repairs to Telegm_ph
and Telephone lines—Pure Maintenance ’’ under ‘¢ XV--
Deduct Working Expenses ’’ is a proper charge to the head
¢ 56-1 (b)—Renewals and Replacements of Wasting Assets ”,
as such replacement has the effect of prolonging the lives of
the assets concerned. A portion of the expenditure hociced
against ‘‘ Pure maintenance charges 7 gynder Working Bx-
penses should, therefore, be transferred annually by th:
Deputy Accountant-General, Posts and Telegraphs, Telegraph
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Branch Caleutta to the head “° 56 I (h)—Renewals and e
placements ’ at the rates piven below —

TELEGRAPHS

Stares —50 per cent of the gross value of stores wsued fo
pure maintenance

Cash—30 per cent of the value of stores transferr d
together with freight charges

TELEPHONES

Stores—20 per cent of the gross value of stores 1sueu
to pure mantenance charges

Cash —30 per cent of the value of stores transferted
together with freight eharges

‘Of the amounts thus transferred to the head 56 I (b) 30 yer
cent should be allocated to Posts and the other 50 pes
cent to Wires—Iron and Copper—n proportion to th  we
ruleage under each The final distribution of this arseint
between the head 56 I (b) and the Deprecration Fund 111l
be determined m accordance with the primeiple lail down
1 Article 46 of the Posts and Telegraphs Tmtial A ount
Code Volume I

Tn order to enable the Deputy Accountant General Po ts and
Telegraphs Telegraph Branch Caleatta to allocate the
charges between Iron and Copper wire the Divisional Ergy
neers Telegraphs should furmish him early i June every
year a statement showing the total wire mileage under each
as 1t stood on the 31st March precedmng ’

47 Tt was explamned that this arrangement had been authorised on the

deration that the repl t of small parts which 15 effected at th~
cost of mantenance serses to prolong the life of the plant If as recom
mended by us all expenditure ineuired in renewng or replacing a ‘ uunit
asset 13 debited 1rrespectine of the amount to Renewals and Repls ¢
ments ’ ther may stul be we expeet some necessity for contmming 111s
practice We snegest therefore that the practice should be continued for
one or two years and the matter reviewrd 1n the hght of results ot the
changes n the »llocation rules suggested by us




. CHAPTER VII.
Accrued Depreciation,

48. Having expressed our view of the decisions taken by Government
in respeet of the Block Account, and having made our recommendations
for the revision of the expeeted life and residual value of ‘each class of
assets, we have now to consider the effect of the latter on the amount of
acerued deprecintion and on the amount initially at charge of the Block
Account on 1st April 1925, To do this it is neces<ary to examine in some
detail one aspeet of the calenlations made in 1925. We have already
stated that for a great portion of the property of the Department reliable
information as to the date of the orizinal construetion or last reconstrue-
tion prior to the commercialisation, was not forthcoming at the time, and
that the diffienlty was overcome by assuming in respeet of each class of
asset, the average expired life on Ist April 1925,

49. We have had the advantage of discussing the procedure then
adopted with the officer who was entrusted with this duty.

We have also discussed the matter with other witnesses, and they are
unanimously of opinion that a better attempt is no more possible now than
it was then. After careful consideration we have come to the conclusion
that having regard to the complete absence of reliable information as to
the date of original construction, or last reconstruction prior to 1st April
1925, in respect of a large proportion of the assets of the Department, and
to the faet that the effective ¢ lives ' of various classes of assets had been
fixed by competent authorities, the method followed and the results
achieved in 1925 were the best that were possible.

50, There is, however, an aspect of the matten to which we desire te
draw pointed attention as it underlies the prineiple which we have adopted
for our reealenlation of acerued depreciation. In the Report on the valua-
tion of the assets certain expired lives were assigned, on particular dates,
to plant the exact dates of construetion of which were not known. We
felt doubtful of the accuracy, even approximately, of any estimaie
of the average expired life that was possible in the conditions in which
the valuation was made, A number of engineers, with experience of such
niatters, who appeared before us as witnesses, joined in stating that while
an actual inspeetion of the plant and its general condition could enable
an estimate being made of the residual life, or, in other words, the further
perind for which the property may be expected to last, it was impossible
to estimate the expired life or age. The same view has been placed before
us in another form by an expert commercial Accountant.

We accept this view and reach the conclusion that the assumptions as
to age, made by the officer entrusted with the valuation of the property,
were really assumptions as to the residual life of the old property on 1st
April 1925, but expressed in another form, and further that in fixing the
age and consequently the residual life, he was influenced, as was only
right and proper, by the expected life of the plant as fixed by the Chief
Engineer, Telegraphs.

51. Going a step further, the natural result of this coneclusion is that,

in cases where we have recommended a modification of the expected life,
the estimates of the residual life on 1st April 1925 should also be recon-

giderad,
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We deeided however to place this probiem before the Director of Com-
mercial Audit, and his reply 15 quoted verbatim —

**1 wonld suggest that depreciation over or undercharged, should
under no circumstances be written back at onee I would leave
the estimated figure for plant as 1t 1s untl the registers now
i preparation are complete or nearing completion Any dis
crepaney can then be swtablv dealt with in the aceounts

52 This view coming from the source 1t does has received our earnest
attention In deciding the matter, we have been influenced by the con
sideration that the mterests of exact acecounting d d the of
the modifications that may be necessary as a result of the reassessment of
the expected lives of different classes of plant 'The general lengthening
of the expected hife recommended by us should lead to a decrease n tae
¢ arpears of depreciation ’ or the mmtial opening balance of the straizht
line Depreqation Fund recommended by ug in the next chapter If un the
ather hand our recommendation as to the latter proves unaceeptable, the
decrease 1 arrears of depreciation will lead to a consequent increase in
the Block Account and the mterest chargeable thereon

53 As regards the recaleulatron itself, we desire to emphasise that
the data available to us to day are n reality no better than those asml
able to the officers entrusted with the valuation m 1925, and that the
method we had to follow 1s also the same  All that we have been able to
do 13 to re assess the residual life of each class of asset on Ist April 1923
proportionately with the merease 1 the expected hife recommended by us
Having re assessed the residual life we have simply recaleulated, on the
straight Iine method, the acerued depreciation and the depreciated va'ue
on 1st April 1925, of assets of each class constructed prior to Ist Apirl

9.

54 The method followed may now be deseribed 1n detail The orizinal
value of each class of asset was divided mto two portions one represent
ing the value of plant the exact date of construction of which 1s known
,and the other that of property about which rehable information s not
forthecoming For the former, the acerued deprectation has been caleulated
by applymeg the usual straight line method on the basis of the hves and
residual values tecommended by us In respect of the latter we re
assessed the unexpired life on 1st April 1925 increasmg or decreasmng 1t as
compared with that fixed in 1925 proportionately with the inerease or
d}elvrpase m the Iife span  An instance wil make the method elear In
the ™ ° - S “ - SR -

“Tiwele
assur tofa
total 1ata
fifth years
we € .

. altant
fizures for the ages on st April 1925 and 1st April 1906 were thus fized

at tlurty six years and seventeen years, respectively, as agamst twenty fonr
years and five years taken 1n the Valuation Report

o5 For those assets the exact date of constmuetion or last reconstrue-
tion of which 13 not known, we thus fixed separately for each class, the
Prospective lives and the ages on Ist April 1925, as shown in theyﬁ\xb

»
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joined table. TFor purposes of comparison we have also shown in the sawme

table the ages and prospective lives on the same date as fixed in the Valua.

tion Report.

Residual life and age on Ist April 1925 (of asscts for which actual dates
of construction or rcconstruction arc nol known).

Asin the valuation Report. Asfixed by the Committee.
Clazs of aseet,
Normnl Residual | Ageor Normal | Residual] Ageor
effective life, expired effective life, expired
life. life. life. life.
Tdearaph. Years. Years, Years. Years, Years, Years.
Postx . 30 24 45 9 36
Copper wire 27 4 23 40 8 32
Iron wire 24 23 36 2 34
Sobmarine eable .. 12 . 2 20 1 19
Underground cable .. 24 5 19 36 8 28
Instroments o 12 7 5 25 15 10
Engines, motors, cte, 12 7 5 16 9 T
Telephone.
Posts .. . 30 6 24 45 11 34
Iron wire .. .. 10} 104 15 .. 15
Underground eable .. 24 24 36 2 H

We have to add that, as the total original cost of buildings and eleetri-
cal installations, the actual date of construction of which is rot known, is
very small, viz.,, Rs. 2,98,429 out of a total original cost on 1st April 1925
of Rs. 3,62,65,618, we did not consider it necessary to recaleulate the arrears
of depreciation in respect of such buildings. For others, the ages of
which are known a recalculation has been made.

56, Having fixed anew the expired life of each class of asset on 1st
April 1925 the arrears of depreciation have been recaleulated in the ordinary
way on the basis of the nmew lives and residual values on the ‘‘ straight
line ’ formula. The detailed results of our calculations are set out in
Appendix 3 to this Report. The accrued depreciation on 1st April 1925
comes to Rs. 8,25,35,096 compared with Rs. 9,09,85,728 fixed at present
(vide paragraph 28). The aggregate decrease in the arrears of deprecia-
tion due to the revision of lives and residual values is thus Rs. 84,50,632.
The results are summarised in the following table separately in respect of
each branch of the Department :—

Original Arrears of
Branch of the Department. value on deprecistion |{Depreciated
Ist Apn] on lst April value
1925, 1925. on 1st Apnl
1825,
Rs. Rs. Rs.

Pogt Office .. . .. . 2,37,25,998 58,48,201 1,78,77,797
Telegraphs .. .. .. . ] 14,62,89,457 6,98,72,526 %7,64,16,931
Radio telegraphs . 47,01,157 27,986,873 19,04,284
Telephone . 1,51,83,321 40,17,496 1,11,65,825
Total . 18,98,99,933 $,25,35,096 | 10,73,64,837
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>7 The accrued depreeation and depreciated values on Ist Aprid
1920 may be classified as follows according as they relate to assets acqured
on a date prior to the 31st March 1917 mclusive or to those acquired
subsequently «—

Assetsof the period up to | Assetsot he period from
3lst March 1917 1st Apral 1917
1nclusive 1nclus ve
Branch Total
ongmal
Acorued | Deprec ated] Accrued [Depreciated value
3epreciation value |depreciation value
Rs Rs Rs Rs Rs
Post Office 5506378 | 1778943 2 51 823 5088374 23725998
Telegraphe 66093689 | 38625245 28178837 | 37701686 14 6289 457
08 2308958 972478 487915 9 31 808 4701 167
Telephone 2945638 2° 80716 1071 858 8885109 15183321
Total 77844663 1 54667862 4690433 ) 52696975 1898 09 933

56 In conclusion we desire to pomt out that the correetion of the
figure for acerued deprecietion recommended by us 15 purely an ex
eeptional measure justified by the exceptional eircumstances i which our
Committee has been called together and has made 1ts enquires The re
calenlation recommended by us should not be quoted as a precedent for re
opeming past transactions whenever on subsequent occasions 1t 15 found
necessary 1 the hight of further experience to revise the hives or residual
values as now fixed by us The reasons for this view are fairly obvious
Such revisions of the expected lives of plant are meidents common to com
mercial and are mnevitable as more ex 18 gathered of
aewounting 1ncidental to the institution of a depremation fund  If every
such revision of the life leads to a re fixation of the accrued depreciation
1t will be impossible to achieve any stability in the results of working as
portrayed in the accounts All that should be permtted or attempted
i such a ease should be a readjustment of the future contribution for
depreciation regard bemng pard of course to over or under provision a'
ready made ‘We understand that the prineiple we recommend for adop
tion 1n the Indan Posts and Telegraphs Department m this regard 1s beng
actually followed n the British Post Office
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CHAPTER VIII.
Straight Line versus Sinking Fund.

09. We now advert to an examination of the financial effects, on the
Posts and Telegraphs sccounts, of the decisions of Governmment rnlatmrr
to the IBlock Account, the institution of a depreciation fund, and the
financing of the e\pondxtmc on renewals and replacements. The decisions
may be recapitulated as follows :—

(7) The initial amount at charge of the Block Account should be
the deprecinted or ¢ present ” value of the fixed assets as
on 1st April 1925 caleulated on the ‘ straight line * methorl.

(1) The depreciation fund should be worked on the sinking fund
plan, under which the interest payable on deposits in the
fund should be credited to the fund itself and not {o the
revenues of the Department. This fund will be required to
provide only such depreciation as acerues after the Ist April
1925,

(iit) In view of the above decisions, the expenditure actually in-
curred, each year, on the renewal and reconstruction of assets,
after deducting therefrom an amount equivalent to so much
of the depreciation of the renewed or replaced assets as might
be regarded as having accrued after the 1st April 1925,
should be treated as ‘‘ capital advanees ”’.

(1v) The aggregate amount that may be debited to capital as a
consequence of (ifi) will be limited to the arrears of depre-
ciation existing at the time of opening the depreciation fund.
Owing, however, to the impossibility of identifying a parti-
cular .xs\et with a view to determining its age at the time of
replacement or renewal and dlstnbutmn the expenditure on
replacement between current and acerued depreciation, it will
be assumed that, except in special cases of premature replace-
ment, ete., each asset when replaced or renewed after the 1st
April 1925 has then lasted out its normal life. ,

60. The decision at (if) of the preceding paragraph in favour of a
sinking fund was made on two grounds. It was considered that, in a state
commercial undertaking, there is not the same necessity, as in a commr'rcml
concern, for accumulating in the depreciation fund amounts that will, at
every stage of the life of cach asset, be equal to the accrued depneemuon
and that it is sufficient if the om"mal cost of the asset is available in the
fund on the date on which replacement is expected. The second and much
the more important reason was that in the state of the Department’s
finances at the time, it was important that the annual contributions for
depreciation should be kept as low as possible.

61. The relative burdens upon the revenues of a concern, in operating
a straight line deplccntlon fund and a sinking fund, are illustrated by thc
c.xlcu]atlons given by us in Appendix 4 to this report. An examination of
this Appendix leads to the following conclusions :—

(1) Taking into consideration the interest payable on the capital
at clmrge the interest receivable on the depreciation fund
assets, and the contributions for depreela’uon to be set aside
from revenue, a sinking fund is more expensive than a straight
line depreciation fund.
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(2) At every stage duming the Life of the asset the amount avarable
m a sinkmng fund 15 less than the amount available m a
straight hine depreciation fand |, and the defiert mereases with
every year of expired hife until after about half the life has
expired when 1t begins to decrease

(8) The decrease 1n the defieits for suceessive years after about half
the Iife bas expired and the ability of the smhny fund *o
produce on the expiry of the full hfe the full amount of the
origiaal value of the asset are both due to the ficts that eom
pound mterest 1§ credited to the fund and that the multiphes
tion of interest 1s more rapid in the latten half of the life
period

62 The conclusions set omt n the previous paragriph demonstrate
that m the case of an old established progressive concern the relative ex
pens veness of straight hme and sinking fund methods 15 2 matter which
depends on a pumber of factors some of which connterbalance each other
¢g rate of ‘ acceleration * 1 the annual capital outlay homogenerty of the
assets, umformty of chmatic and other conditions to which the assets are
subject, fluctnations 1n prices regulanty of reconmstructions ete But the
most important one 1s whether the average age of plant on the particnlar
date 18 more or less than half the expected hfe

63 We can now apply these theoretical considerations to the facts of
il commercialisation of the accounts of the Department The orgmal
value of the ‘ fixed assets ’ of the Department on the Ist Apnl 1920 was
Rs 189899933 Substracting from this Rs 1 67 62 339 bemng the residual
value of the assets the amount to be depreciated comes to Rs 17 3137 504
The acerued depreeiation on the same date a< recaleulated by us and which
1% the monetary index of the average age of the plant amounts to
Rs 82535096 The average age of the plant of the Department on that
date comes therefore to 825{1731ths of the full life In other words the
average age of the plant was nearly half the full hfe Consequentls the
cost of providing depreciation on the straight hne method should not
differ appree ably from that on the smking fund plan provided that in
either alternative a depreciation fund was nstituted simultaneonsly with
the ereation of the Department and not at an mtermediate date as was
actually done

64 The effect of interest may now be conmdered The rate at which
mterest bas been charged to the Department on 1ts capital ontlav, and that
whieh has been granted on 1its depreciation fund during the six years of
commercialised accountmg are shown below —

Rate per cent TRate percent on
Year on Capital Deprecsation Fund
Outlay ‘balances
1925 26 5 66 4
1026 27 543 3 55
1627 28 638 375
1928 29 5 63 4 00
1929 30 § 31 45
193031 R E 568 5 68

LTITPTADR
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It will be noticed that excepting for the year 1930-31 the former rate has
been considerably higher than the latter, the maximum difference being
1.68 per cent. in 1926-27. Again, as will appear from paragraph 57, ihe
bulk of the arrears of depreciation by which the capital account was reduced
relates to a period for which the rate of interest on capital outlay has been
fixed in perpetuity at 3,8252 per cent. On the other hand the rate charged
on interest bearing advances, for renewals and replacements, is the current
rate of interest as shown in the second column of the table given above,
and therefore the rate of interest that the Department has to pay and
will econlinue to pay is much higher than if the eapital account had not
been written down.

65. There was also a further disturbing facton consisting of a mistale
in the method of calculating the annual charge for depreciation, the full
effects of which do not seem to have been realised. The defect is best
deseribed by an illustration. Take an asset with an original value of
Rs. 1,000 without any residual value, with an average expected life of 40
years. Suppose also, that both its expired age and remaining life on 1st
April 1925 are 20 years so that the depreciated value on that date is Rs. 500.
The amount that should have been provided is an amount which, contri-
buted yearly, would have, at compound interest, yielded Rs. 500 at the end
of ihe ¢ unexpired life ’ period. The amount to be provided, in the hypothe-
tical case taken, should have been Rs. 15.938 per year. What was actually
provided was a sum which would, with compound interest provide Rs. 1,000

in 40 years. This amount for this particular case is Rs. 9.343 pen year..

1t will therefore be seen that the actual amount set aside for depreciaiion
was smaller than what was actually required. The amount that would
thus be-available at the end of 20 years will be Rs. 293 instead of Rs. 500
as required.

66. Speaking in general terms, to give full effect to the decisions of
Government as regards the allocation of the cost of reconstructing an asset
between interest bearing advances and the Depreciation Fund, it was
necessary that the caleulations should be made as if the Departinent had
to maintain two Sinking Funds, one for the assets borne on its Block
Account at their depreciated value, and another for those constructed or
reconstructed after 31st March 1924, The rate of contribution per rupee
of the amount to be depreciated, in respect of the first sinking fund, should
have been one that would have yielded the depreciated value of the assets,
less residual value, in the estimated unexpired life of those assets. The
corresponding rate for the second fund should have been one which would
have yielded the original value less residual value, at the end of the iull
life of that class of asset. In view of the more rapid accumulation of
compound interest in a sinking fund in the latter half of the life eyele
of an asset than in the earlier half, the rate for the first would be higher
than that for the second, the actual disparity depending on the unexpired
life of the old assets on 1st April 1925.

67. The increased cost to the Department of providing forn depre-
ciation. due to its depreeciation fund being started without an appropriate
opening balance on 1st April 1925 is shown in the following table based on
the lives and residual values recommended by us. The table shows, for
each year of commercialised accounting that has passed, the amounts that
should have been contributed, on the basis of lives and residual values now
fixed by us, to a sinking fund with an appropriate aceumulated balance
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atats eredut on 1st Aprd 1925 (Column 2), amounts that should have been
contributed, on the basis of the new hives and residual values, 1n order to
gwve fuil effect to the decision that the Department must Sind al} deprecia-
tion acerwing after st April 1825 (Column 3) and lastly the amommts
actually contributed, on the bass of old hives and residual values {Caolumn

8mling Fund Contridutions

Had 8 fund existed { To w fund started Actusls
prorto 1625 26 | mtially n 192526 |  (Old hivez and
Year. {New iveaand (New lives and residpal
residual values) | residual values) values}
@4i% %
b 2 38 4
Rs Rs Ry
1925 26 . . 17,71,576 30,08,849 31,30,857
1926.27 . . 18,18,339 33,63,207 3005,142
1927 28 . . 18,82,203 31,20,804 32,75,454
1928 20 - . 18,20.463 31,42,614 33,427,935
1929 30 . . 19,79,013 31,40,811 33 63,445
1930-31 P 19,87,864 31,08,200 21,33,000
1,13,68,460 1,88,84,465 1,92,55,833

68 A comparison of the figures in column 2 with those 1 column 8
of the table makes 1t clear that a sum of Rs. 75,16,005 represents the extrs
cost, ymposed on the Department, of providing for depreciation accrming
after 1st Apmil 1925, by the fact that the depreciation fund was started
st an antermediate stage in the history of the Department The total
amount that should have been contributed on the basis of the revised hves
35 shown to be Rs 188,81,465, while the amount actually contmbuied on
the basis of the Tives and residual values hitherto 1 foree was Rs 1,92,55 633
That the effect of the omgmal underestimation of lives bas been sufficient
to compensate for the error made m ecalewlating the annual amount that
shonld have been charged to working exp to cover dep t
acermng after Ist April 1925 18 a mere comerdence If there had beeu
no underestimation of the hnes m the first instanee, the amount sctually
avmlable 1n the deprecaation fund to day wonld hate been very much less
than the amount that should have been there to meet the Liabiity 1mposed
on the Department. Conversely, the annual cootributions that should have
been made to the sinking fund from st April 1925, on the basis of the
old hives and residnal values, should have been very much higher than
what they actually were

69 We are mclined to thiok that at the tume the sinkang fund was
preferred to a straight hne depreciation fund, on the ground of cheapness,
Que regard was not paid ta the various comphieations  We consider, there.
fore, that the whole basis must be Te examined anew.
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70. The arrangement whereby the general exchequer makes interest
bearing advances for meeting, partially, the cost of renewing assets horne
on the Block Account at their depreciated value, is essentially favourable
to the general exchequer and unfavourable to the Department. As stated
in paragraph 57, the total ‘‘ arrears of depreciation ° as calculated by us
comes to Rs. 8,25,35,096, and of this Rs. 7,78,44,663 appertains to the
period ending 1916-17, the rate of interest, on capital outlay, for which
period has been fixed in perpetuity at 3.3252 per cent. As and when, the
old assets are renewed, and advances are taken, the Department will have
to pay interest at the new rates which have never been less than 5 per cent.
since 1925. On the rehabilitation of its assets, therefore, the Department
has lost and will lose in the shape of interest, at the rate of nearly 2 per
cent. per annum. The total amount of interest bearing advances taken
for reconstruction in the six years ending 1930-31 comes approximately
to Rs. 47,83,884 and the additional charge for interest, caleulated at the
difference per cost per annum between the rate of interest actually charged
on capital outlay in those years and 3.3252 per cent. comes to Rs. 1,05,617
per annum. This inerease is a recurring and ever increasing burden and
the only prospect of its diminution lies in a fall in the general rate of
inierest payable on Government borrowings to 8.3252 per cent.

Then again, the decision to write down the capital account instead of
giving the Department an opeuning balance in its depreciation fund equal
to the arrears of depreciation on Ist April 1925, imposes an unnecessary
and unjustifiable burden on the finances of the Department over a large
number of years to come, whether the depreciation is caleulated on the
straight line or on the sinking fund plan. The extent of this unnecessary
burden, if the sinking fund plan is retained, has been indicated in para-
graph 68,—that on the straight line would have been heavier still.

71. We consider, however, that all these results are misleading and
a correct perspective can be obtained only by a reconstitution of the de-
preciation fund account on the following basis :—

(1) that the capital account of the Department is left unchanged
at the amount shown in the Finance and Revenue Accounts
on 31st March 1925 except for Rs. 1,29,83,517 which was
written off as representing errors in accounting, wrong
allocation of expenditure and value of assets lost or abandoned,

ete. ;

(2) that the Department should pay interest on the full amount of
the capital at charge at 3.3252 per cent. in respect of outlay
incurred up to the year 1916-17 inclusive, and at varying
rates for outlay in subsequent years ;

(8) that the depreciation fund of the Department is given an initial
opening balance of Rs. 8,25,35,096, being the amount of the
arrears of depreciation on 1st April 1925 ; and

(4) that as the arrears of depreciation are calculated on the straight
line method, the depreciation fund should continue to be
worked on the same method and interest on the depreciation
fund balances should, following the usual practice, be eredited

- to the revenues of the Department.



33

72 The aceount of the straaght line depreciation fund for the six
years ending 1930 31 would be as follows —

v
Depreciahwon Fund Account (Strarght line).

Opening Contnibu Withdrawals Closmg
Year, balance tion for balance
reconstruction
Rs Rs Rs Rs
102526 . 8,25,35,096 41,98,309 10,80,375 8,56,53,030
1m627 ., . 8,56,53,080 43,38,713 11,06,976 8,88,84,767
1027 28 - 8,88,84,767 45,18,390 10,209,202 9,23,73,955
102829 . . 9,23,713,955 46,715,079 11,31,485 9,59,17,519
192930 . .. 9,59,17,549 48,02,794 8,40,915 9,98,79,428
103031 . .o 9,98,79,428 48,31,155 9,07,000 10,38,03,583
Total . . 2,73,64,410 60,95,953

3. The effects on the profit and loss account of the Department would
have been as shown in the subjoined table, but we would pomt out that the
rates of interest on the balances of the depreciation fund are those which
were actually allowed by Government in the respective years, and not
the rates charged in those years on the capital outlay of the Department.,
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It will be seen from the table given above that on the basmis of the
lives and residual values proposed by us a straight hme depreciation fund
operated on the basis of a settlement ke the one sketched out m para
graph 68 would not have been more expensive than the <inking fund that
was actually adopted The tinal result on the s1gz year, workmg would
have heen more or less what 15 now shown by the accounts but the Depart
wment would have the prospect of mereasing benefits from the strught bine
system m future

T4 We ruecommend accordingly that the Block Accomrt and the
deprecaation fund account should be revised retrospectively from the 1st
Aprit 1920 on the basis suggested by vs The only argument thiyt tin
perhaps be nrged aguhist our proposal would seem to he 1n the fact thal
while the Department will be reqmired to pay interest ot the rate of
33292 per cent 1 ruspect of capital outlay mcurred up to 1916 17 in
clusive the mterest earned on the tccumulations 1 the depreciation fund
18 at the rate current for the year This may be favourable to the Posts
and Telegraphs Department and unfavourable to the general exchequer
We consider however that such an objection would be based on a nus
apprehension of the nature of the two transactions The capital expendi
ture of the Department 15 represented by fised assets of long life and was
found directly or mdirectly from perpetual Joans at 2 lov 1ate of m
terest There e1n he no question of returning these loans just as there
can be no gueshon of dismantling and withdrawing the ficed assets. The
assets of the depreciation fund on the other hand are hiqmi1 assels which
are ublised year after vear bv Government for finanang their Ways nd
Aeans progiamme They are more mobile and ean be reasonably expected
to earn the same rate of interest as 33 paid by Government on its horrow
mgs

To An medental advantage of the settlement worked out on the
Times mdicated by ns 1 paragraph 68 would be the great simplification m
all accounting relating to the depreciation fund Some of the directions
1 whieh this simplification could be effected are 1ncheated below ~—

(e) At present the cost of the reconstruction of an asset has to be
distrabuted between the depreciation fund and interest bear
g advances Owng to the lack of rehable mformation as
to the age of the mdividual asset on the date of reconstrue
tion a broad assumption is made to the effect that the asset
has lasted iis expected lfe on the date of 1ccrnstruetion
The results of this assumphion are not as defimte a5  the
formula would mdicate because the Life of any class of asset
however homogeneous 1t be 15 an average fignre and the
actual date of recomstruction may e some Jyears
before or some years after the date of expiry of the
average fe  Lastly, as the hife of wastmy aswets as recom
mended bv us may be as much as a hundred yeus the eam
tal Lability of the general exchequer Wil remam wnbgwdat
ed tor a very large number of years a state of affmrs which
m our opimon s not desirable

(8) As explamed in paragraphs 65 and 66 two smling funds
will have to be mamtamed from Ist Apmi 1925 for a very
Ianyg time to come one for the assets borne at their depre
aated values on 1st April 1925 and one for those t at
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their original value. This would have been unsatisfactory
enough if the former was an unchanging amount. As a
matter of fact however as any money is spent on reconstrue-
tion cither out of the depreciation fund or out of interest
hearing advances its amount must be adjusted by deduction
From first and addition to the second.

(¢) The calculations on the annual depreeiation and checks on the
edequacy of the assets in the depreciation fund are undoubt-
edly very much simpler on the straight line plan than
on the sinking fund method.

76. The disadvantages, some of which are enumerated in the pre-
vious paragraph, would all disappear if the straight line plan is adopted,
as recommended by us, retrospectively from 1st April 1925, with a conse-
quent saving in the matter of accounts both in executive offices which
are responsible for preparing the estimates of works and in the accounts
offices where the value accounts are consolidated and maintained.
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CHAPTER IX
Receipts and Payments on account of Interest

A —Prelimmary Remarks

77 Interest on copital enters into a number of caleulations of the cost
of services 1endircd to or by the Posts and Telegraphs Department but
this aspect of the gueshion 13 dealt with only brefly at the end of ths
chapter which dedls mamly with the more important matter of the 1nterest
on capital outlay and 1f the term may be used on the vish assets or
habilitzes of the Department Under this category s to le mciuded the
mterest paid or recerved by the Department on the following smounts —

(3} the tctal amount at charge of capital account
(1) the 1 lance at credit of depreciation fund and

(i) the acctmoulated loss or profit on the working of he Depart
raent after the accounts were commeretahised

B —Interest on Capital OQutlay
78 The history of the decisions affecting the capital account has been
given 1m an earlier chapter of fhus report and it 15 therefore sufficient
here to recapitnlate that the total amount now at chirge of the capital
seconnt comprises the following items —
() deprecated value as on 1st Apml 1925 of assets constructed
up to the 31st March 1924 ,
() orgmal cost of the acomsihion or copstruction of new assets
after 1st April 1924
(¢) mterest bearing advapces made after Ist April 1925 for the
repenal and replacement of assets representing the utilisa
tion of the arrears of depreciation
(d balance at charge of the stores and manufacture suspense
accounts  and
(e) a deduct item bemng the aggrepate of receipts on  espital
aecaunnt
79 Interest on outlay meurred up to 1916-17 15 chareed at a fixed
rate of 33%2 per cent from 1917 18 1t 1s calenlated at 4 rate fixed
from vear to year by the Government of India
Tnterest on the capital outlay of the Departmert was charged for the
first time 10 the eccounts for 1921 22 but the debits 1 that avd the three
succeeding vears -vere Iumted to interest payable on the ontlay on tele
graphs not charged to revenue As stated 1 paragraph 21 1t was de
cided in eonreetion with the commercialisation of the accounts that inter
est should be charged on the total capital outlay of the Department 22
rrespective of the source from which the money had been found whether
from borrowed funds or from the cash balances or the revenve surpluses
of the Government of Tndia
80 The Jecision to charge nterest on the entire capital o itlay of
the Department has been the subject of eriiessm 1n varons quartery on the
ground that in the past capital expenditure was found out of the revenue
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surpluses of the Government of India, and that these surpluses of Gor.
erument were partly built up by large surpluses surrendered by the Pests
and Telegraphs Department. It has been claimed that the Department
should now be exempted from the payment of interest on a largz portim
of its capital outlay. We have aceordingly examined this elaim and beve
diseussed it with witnesses competent to express an authoritative opisin
or the matter. Before proceeding to comsider the fwo sides o tke
question and recording our own conclusions we should reeall fhat prier
to the commercialisation of the accounts the responsibility for meeting th:
losses on the working of the Posts and Telegraphs Department, both hefere
end after the amalgamation of the two branches. lay enfirely on th:
Government of India. and that in earlier vears the Telegraph Departiest.
and possibly also the Post Office, were run at considerable loss. Naturaly,
therefore, whenever there was a profit on the working of the Depertmant
the profit was appropriated to general revenues.

In chapter IV of this report we have indicated the nzfure of ex
penditure which was and is shown under *he head ¢ Capital Out1§y
charged to Revenue ’’ in the Finance and Revenue Acecunis of the
Government of Tudia. The faet of certain amounts appearing under this
head does not, however, prove conclusively that the amount was actually
found out of surplus revenues or cash balances. As regards ﬂ}e _aﬂfgaj
tion that the capital outlay was found from surplus revenuss of the D+
partment we have already recorded our opinion, reached after en esoih
nation of the old accounts, that no reliance can be placed on any esnma;ie
of surpluses earned by the Department in the past based on the °‘§.
aceounts. To our minds, it is not inconceivable that the reconstrachion ¢
the accounis of fhose years on a commercial basis may 2ive & Vbﬁ?:
different result. Such a reconstruction is now impossible and a elaT
based solely on supposition cannot he admiited.

81. We 2are inclined fo think that some of the 0bjec§mz;§ raized EO
the charging of interest, are based on the practice foHowed‘m; the 2 or?f‘;
of certain commeotcial undertakings. As a matter of fact, ihe n‘ognm
of including interest has been the subject of a Qrolonged.cong\z;~.an&
zceounting cireles in which eminent exponents of ac_cqufzhng wgo-;g b
practice are found in opposite camps. The authorities opposed -

i i i :} hove advanmed
‘inelusion of interest (other than interest on debentares) have adva

the following gruunds in support of their view :—

i I son 3p cost resalis

(i) interest is not an item of cost iis inclusion IR‘;L.&\,; é‘; $

in zp inflation of inventory values and an aniieipand®
profits ;

P
[
v

i i is patare
(ii) internst is an anticipated expense an{d: an item ff ’th:;rnt
cannot therefore be includ.ed in total cost ™, aken
into account in °‘ cost finding *’:

3 s are complits~
(iii) the inclusion of interest introduces an m;nicasfg:v ci{; S{}; e
tion without any commensurate advan aie; i;om e
every revision of the rate of interest :m & u]?;n
would require a revision of the cost formui=.

3 3
i e it iz proft
(iv) interest is a return On eap_ltal am?.‘ ?nimiﬁliv é;gaer-pﬁ‘ s
on capital whether it be the capiial 0= & S9% .
v wavinarchin., or of a compsany.
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D —Interest on accwmulated profit or loss on the working of the Depart
ment

87 As stated at item (w1} of paragraph 21 the Posts and Tllegraphs
Department recerves a rebate or pays a surcharge as the eise may he
1 respect of mttrest on the net profit or loss on the working of the eom
meicial branches of the Department as determined by the accounts o
give effect to this deciston the rebate or surcharge 13 calenlated on the
aseertained fccumualated profit or loss and m practice 1t means that 1t 13
based for relusion 1n the accounts of any one year, on the progressiie
result of working up to the end of the previous year Thus the amount
to ve wmcluded in the aceounts for 1930 31 will be a surcharge at the rate
appheable to capital ontlay on a sam of Rs 9514984 which was the
progressive loss on the working of the entire Department to the end ot
the yeu 192930 The loss on the workung of the non commereal portion
of the Wireless Brunch of the Department 1s excluded when computmng the
amount of the swicharge

‘We have considered the equity of this decision and have come to the
conclusion that 1t 15 both sound in prmaple and useful in practiee It
retaing to the Department the benefits from any profit that 1t may eurn
and thus prouides s continnous meentive for economieal working

88 We have exammed the method of exibiting the c¢harwe for 1
terest 1n the Profit and Loss account of the Department m the Finance
and Revenue Accounts and find that the amount shown ag ‘ mterest on
capital outlay ? meludes the rebate or surcharge allowed to or recovered
from the Department We consider that this method 15 not appropriate
and that the entry should be made m such a way as to show separately
the amount of interest on the capital at charge of the Department and
“bat of the rebate ar surcharge

89 We lave a further suggestion to make As stated above the
loss on the woiling of the non eommereial portion of the Wireless Branch
of the Department 15 excluded m caleulating the progressive profit or loss
on which rebate 1> granted or surcharge levied It is not unlikely that
sumilar deeisions may be taken in the future in respect of other activities
of the Departinent It 1s therefore of some rmportance that the amounts
on which mterest 15 actually charged or credited to the Deparfment should
be shown clearly 1n the published accounts of the Government of India
In our opinion, this object would be best gamed by appending to the
Proat and Loss account a subsidiary statement eontammg an  analysis
of the profit or loss on the working of each branch of the Department set
out 1 such a4 fush on as to exiubit clearly how the amount in respect of
wineh the Depariinent peurred the habibty for surcharge or earned the
title to 2 1ebate has been arrived at

L —Interest 1n Cost Caleulatrons

90 In addition to the main items of interest dealt with in the nre
ceding portion of this chapter interest enters into the calenlaticns of the
amount charged 11 or paid to the Departinent as remuneration for vamious
<ervices  Our views about the method of including imterest 1n these eal
culations are pnven 1n a subsequent chapter but there 1s one item which
15 mote smtably dealt with at this place Ralway Mail Service velncles
used for earrving mails are constructed 1 accordance with



42

arrangements made by Government. The broad principle

arrangements, however, is that, if the capital cost of IfJ;he ?gizzlesogs ff)llllifg
by the Railway Department, the Posts and Telegraphs Department, has to
pay the interest vn the capital cost in addition to the charge for ’hau]ing
the vehicles with their mails. We understand that the rates of intevest
charged to the Posts and Telegraphs Department on the capital cost of
such vehicles, and the rate paid by the Railway Department tv general
revenues on iheir own capital account have not always been the same.
It is difficult to inslitute a rigorous comparison in the time at our dis-
posal, but we understand that the comparison attempted in the following
table gives a feirly accurate idea ;— °

Intereat charged to the Post Interest on Railway Capital Outlay.
Office.
Period. Rate. Period. . Rate.
Up to June 1898 .. 4% . Fixed rates of 4 or 3¢ %,.
From lst July 1898 539, | From 1906-07 to | Actual average rate for the year
1918-19. on the mean non-specific debt.

The rates charged varied from
3-2964 to 3-500.

1919-20 .. | 83-4076%, on expenditure to
end of 1916-17 and 5-9328.
From 1st April 1922 63% Ve From 1920-21 the rate on expen-
diture to end of 1916-17 has
remained constant at 3-252.
The rate on subsequent expen-
diture has been as follows :—

Expenditure incurred 53% | 1920-21 .. 5-1979
after 3rd June 1922. 1921-22 .. 5-1038 .
Subsequently Varying rates not exceeding
5-6900.

Tt will be seen that sometimes the rate charged to the Posts and Tele-
graphs Department has been appreciably higher than the rate pald by
State Railways on their own capital outlay. We are of the opinion that
the two rates should be egual.
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OHAPTER X
Pensions

91 Previous to the year 1923 24 actual payments of pensions to
retired cmployees of the Commercial Departments of the Government of
India were charged to general revenues In 1924 1t was decided that with
offect from the acconnts for 1923 24 the amount of these payments shonld
be shov,n under the appropriate heads in the accounts of the respective de-
partments themselves The amounts actually charged in the Posts and
Telegraphs ccconrts m the years 1923 21 and 1924 25 were Rs 32,51,608
and Rs '33,60,683, 1espectively

92 In connection with the commetciahsation of the aceonnts, i was
decided that the actual payments of Posts and Telegraphs pensions will
be debited to general revenues, and that the Posts and Telegraphs Depart-
ment will make, each year, a contribution based, not on actual payments
during the j¢ar, hut on the pensionary hability to be met on the retirement
of employces then in service In the absenee of and pendmg a rehable
actuanal estimate of this hability, the annual confribntion was fixed at
Rs 50 laes exclisive of extraordinary pensions and those granted under
the provisions of the Worlmen’s Compensation Act This sum was adopt-
ed 1 the accounts for 192526, 1926 27, and 1927 28, as a round sum
eomprsing roughly a fifty per cent increase on the actual pension pay-
ments of the Posts and Telegraphs Department m the jear 192324 In
view of the growth of expenditure upon departmental estsblishments,
the amount was raised to Rs 58 lacs in the accounts for 192829 and
Rs 60 lacs in these for 192980 An actuarial investigation was also
started raeanwhile, and 1ts results hecame available early durmg the
last financial year

93 The annual pensionary hability of the Department has been
defined as the actuaral present value of the proportionate amount of
the pensions ultimately payable to the exaisting employees which would
be carned by them m any particular year The formula on which the
Department 15 at present authorised to work 15 as follows —

“ The annual charge equal to the anpmal pensionarv hability of
the Department should be 82 per cent of the tofal pay and
leave salary of the pensionable establishment excludme any
specrrl pay and allowances that do not count for pen-
sion ™

Tt will be scen, that under the arrangement, Government undertake
the hab ity fo finding the pensions for all service rendered prior to
1st April 1925, mithout demandmg any contribution They also under
tale to find the money for all pensions that may be granted m respeet of
serviee rendered after that date m return for a contribution caleulated
on an actumil basis

94 The large amount of the imerease in the pension charges of the
Department thit has oceurred as a resalt of the commereralisation has
attracted emticssm 1 some quarters, and i has been urged that the
amount appesring m the annual Profit and Tiggs account of the Depart
ment should be limited to that of the actual payments of pens ons made
in the year to retired employees of the Department It 1s urged that
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there is no danger of the Posts and Telegraphs Department either be-
coming hankrupt or ceasing to exist and that the Department is as much
a part of the Government of India as other departments. C’onse(;uently
it is held thot there is no necessity to include in its annual accounis an
estimated amount 10 cover its liability instead of the actual amounts paid
to pensioners. .

95. We have cxamined this argument and ave convineed that it
frustrates the whole principle 'of the commercialisation of accounts the
objeet of which is {o ascertain {he true cost of the operations of the
Department. The liability for pensions of employees is one which
materialises a long time after the service which earns the pension is
rendered ; and its true nature is consequently apt to be overlooked. Pen-
sion is of the naiure of deferred pay and therefore an intrinsie part of the
cost of establishment. It should accordingly be taken into sceount along
with immediate payments for establishments when determining the cost
of running the Department as a whole, or that of rendering a partienlar
service. The sume praetice is followed in the commercial nccounts of
the British Post Office and we do not see any reason for recommending
a reversion to the old practice of taking only actual payments into ac-

count.

96. Having accepted as correct the decision to include the estimated
amout of the pensionary liability of the Department we investigated for
ourselves the basis on whieh the formula of 8.2 per cent. given in para-
graph 93 was fixed. The calculations had been made by the then Actuary
to the Government of India and his successor appeared before us to give
oral evidence and also furnished us with a memorandum deseribing the
basis of the calculations. We also arranged to examine as a witness an
Acinary with experience of life insurance and actuarial work who, before
giving evidence, had a conference with the Government Actunary.

97. Tt has been stated to us that the Government Actuary defined the
scope of the enquivies which concluded only during the last financial year

as follows :—

“ The idea, I take it, is to charge the Posts and Telegraphs De-
partwent henceforward in each year the cost or, in other
words, the actuarial present value of the proportionate
amount of the pensions ultimately payable to the existing
cmplovees which would be earned by them in that year. This
cost would be as a percentage of the actual annusl pay of
the pensionary establishment of the Department. The fact
that no provision was made in past years would be ignored
and no charge would now be made of the proportionate
amount of present employees’ pensions corresponding to
past service ’’.

98. We undevetand that this definition was accepted as correct and
steps were taken to collect the following information in respect of each

class of pensionable officials :—
(7) Number in service ;
(i1) Scale of pay ; and

(1i1) Pension rules.
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A
It took a long time to colleet this information 2nd the Government
Actuary agreed to work -

the average ge ut entry

service at lefirement m

tion finally subumitred to the Actuary about the end of 1928 did not

coatam these two last stems m fuil and he had therefore to make sueh
ptions as he dered switable The following table shows the

groups under 1 hich the Government Actuary classified the entne staff

of the Posts and Telegraphs Department and also some of the assumptions

made 1 the calenlations and the resultant pensionary pereentages —

Annual pens onary
charge expressed
Average age Average as & percentage
Staff groups (myears) of | length of of the annnal pay
eatry into service (1 bill at 4} %, per
pensionable | years) at re annum compound
service tirement mnterest
(+) Tnfersor servants 20 32 23
{14) Postmen and othersin gher 2 2 e
ranks who jomed the Depart
ment as postmen
(1) Telegraphists and others 1n 22 32 91
23 32 92
who jowned the Department as
clerks
(v) Gazetted officers 25 30 12
{23} All clpazer 8125

99 In addit on to the assumptions tabulated above the Government
Actuary had to make certamn assuroptions as to the average length ot
service at entry ntn vanous gher ranks of the non gazatted establish
ment  On the bauss of the assumptions the Actuary prepared hypothetieal
Life and service tables applicable to the five groups of officialy takung the
same number 1 cach group as that actually employed i the Department
Allowanee was meade for death after retirement on pemsion [le p-r
centages shown 1n the table were all calculated on a 4% per cent interest
basis It 13 understood that the Finance Department decided however
that the 1ate of interest should be taken at 5 per cent nstead A aetaled
recaleulation on tle 5 per cent basis was not made but a rough calcula
tion mdicated that the overall average of 9% per cent should be reduced
10 82 per cent

100 During the course of our discussion 1t was discovered that a
mistake had been made in the statistics supplied to the Government
Actualy es regards the number of higher appointments to which men of
the postmen group could expect promotion The departmental repre
sentatives and the Government Actuary both stated to us ttat the dats

supplied to the Government Actuary on which he had to maks lus caleula
L1¥PT4Ph
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tions were not very reliable. Our investigation of the matter convinees us
that this is not an understatement of the case. Althongh certain infor-
mation supplied recently by the Department to the Government Actuary
bears oul geuerally the appropriateness of the assumptions made by him
in_his calculations we feel that those assumptions still remain to be
substantiated by more suitable and sufficient statistics. The comparative
mportance of such a verification of the assumptions is illustrated by the
fact that the various factors entering into an actuarial caleulation of pen-
stonary liability arrange themselves in the following order based on the
magnitude of their effect :—

(1) Length of service at retirement ;

() Scale of salary ;

(#2) Rate of interest ; and

(¢v) Mortality both during service and after retirement.

Partly because of the mistake in the information supplied to the Gov-
ernment Actuary and partly because of other considerations we decided
that the matter requires further investigation to be undertaken in three
different stages.

101. An immediate calculation was obviously required to rectify the
mistake in the statistics relating to the promotion of postmen to higher
ciasses. It was also considered that it would be more satisfactory to have
detailed recalculations made on the basis of a 5 per eent. rate of interest.
The Government Aciunary undertook to make this ealeulation after verify-
ing, as far as possible, the data used by him in consultation with the De-
pariment and we quote his report to us on the resnlts of the revision :—

““ The results given previously have now been found out to be
wrong owing to the defective data supplied by the Departmcnt
in respect of the postmen. The statements furnished by that
Department showed that the number of selection appointments
to which the postmen were eligible to rise was 11,968 whereas
the correct number was 3,600. Had the latter figure been
adopled previonsly, the results at 43 per cent. and § per cent.
rate of interesi would have been as follows :—

Annual pensionary charge expressed as a
percentage of the annual pay bill on the
basis of—
Class of official.

419, rate of interest.| 5% rate of interest.
Inferior servants .. .. .. 2 ~2§8 1 323
Postmen .. .. .. 8 ?Zz ;:09? .
Telegraphists .. . . R 5 16:’5
Clerks .. oo .. .. 9-193 5 e
Gazetted Officers . . . l;igz ’.7-46.:3
All classes e e .
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102 The immediate revision deseribed mn the preceding paragraph
does mot 1n our opimon gine 1 resu't which 1s fully rehable  We are of
the opmion that a further detuled mvestigation should be undertaken
which can be completed within the next few months In eonsultation with
the Government Actuary we have drawn up the following mstructions to
mdicate the lines on which this revision should be undertaken —

1 The entire staff of the Department should be dinded nto large
groups and swmiable sub groups on the basms of the Tules of recrmitment,
seales of pay and condittons of promotion ete As an example the non
gazetted estabhishment m the Postal Branch may be grouped as follows —

Group I—Inferior servants 32 000 men
Group IT —Postman elass (ineludes mail guards

postmen village postmen ete) 32 000 men
Group III —Departmental Braneh Postmasters s

elass (includes also Overseers, Head Post
men Reader Postmen 1nd Sorter Postmen) 32 000 men

Grogp TV.~Mmisterial establishment—
(a) Time scale 29 000 men

(b) Selection grade—(meludes also Inspect
ory Head Clerhs Head and Hub
postmasters m the seleetion grade and
clerks and others in the selection grade) 2 000 men

II The history of the services of a smtable number of men wm the
various classes should be tabulated in such 2 way as to enable the prospects
of promotion from a lower to 2 higher grade being expressed numerieally

(a) For mstance Inferior servants (Group I) ean be promated to
the postmen class (Group TI) The history of the serwice of
ten postmen at the bottom of the seale m each postal division
should be collacted and analysed As there are ronghly
between 150 and 200 postal divistons the analysms would cover
the expertence of betwien 1500 and 2000 men out of a total
establishment of 32 000 men and would enable statisties bemng
prepared both for the average probability, and the average
age at the time of promotion to the Postman elass

(b) Agamn Group III consists of Departmental Branch Post
masters Overseers Head Postmen ete and constitutes a
promotion group for men of the Postman class  The neces
sarv statistics should he collected by analysing the hstory of
services of five men of this gronp at the bottom of the time
scale 1 each postal dvision

(¢) Promotions from Group JII to Group IV are very few and may
be neglected Promotions from sub group {a) to sab.groug
(b) of Group IV 1s an important factor in the determination
of the pensionary hiability The satisties should be obtamed
by analysing the mstory of services of five men at the bottom
of the scale of subgroup IT comprising Inspectors, Head
Clerks ete, 1n each divicion -
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IIL In the ense of anzetted officers, whose total number in the Depart-
ment 1s not large, we are of the opinion that the statistics should be col-
leeted to cover as large an experience as possible.

IV, The statisties of retivement i i
. . ; 2 should cover the followin
information :— e

(a) Date of birth.

(b) Age of entering into service qualifying for pension, inferior or
superior,

(c) Liength of service from the date shown against the previous
item, at the time of retirement.

(d) Nature of pension granted—whether invalid, superannuation or
retiring,

1c) ’l‘h‘e group or sub-group, as determined in connection with
item (1) above, in which the officer was substantive at the
time of retirement,

V. To secure accurafe results it is neeessary that suitable forms of
service cards should be prepared to meet the varying requirements of each
group. These should be filled up from the records of service and then
furnished to the Government Actuary for his investigation. At our
request, the Government Actuary kindly drew up service cards for the
various groups and these are appended as Appendix 5 to this report.

103. The method outlined by us in the preceding paragraphs has been
designed to furnish fairly reliable results in the minimum of time, but the
contintied aceuracy and reliability of the percentages must be checked
from time to timc. In order that this may be done il is necessary, so we
are advised, to maintain a hypothetical Pension Fund account as from 1st
April 1925, The account should be started with an initial opening balance
equal to, the sum of the capitalised value of the pensions which were being
paid on 1st April 1925 to the retired employees of the Posts and Tele-
graphs Department, and of that of the proportion of pensions svhich had
been carned by the stafl employed on 1st April 1925 in respect of their
service to that date. To this Fund should be added year by year amounts
caleulated on a proper actuarial basis to cover the pension earned by ser-
vice in each of those years and also the interest earned on the accumula-
tions in the Fund. The actual payment of pensions would be charged to
the Fund ; and actuarial investigations at intervals of § to 7 years could
then be made to ascertain whether there has been a deficit or a surplus as
g _result of the transactions since the last valuation.

104. To maintain this account on the lines indicated in the preceding
paragraph it is necessary that life and service tables should be maintained
in respeet of all the employees of the Department, so that the necessary
actuarial caleulations may be made whenever required. It is also neces-
sary that reliable information should be available as to the amounts of
actual payment of pensions in each year. We add_ressed the . Auditor
General in regard to the latter necessity. He has, in reply, pointed out
certain difficulties in the matter. For instance, the correct allocation of
the actual payment of pensions will involve an examination of the details
of service rendered by all existing pensioners. The matter is also com-
plicated by the fact that under the existing arrangements with local Gov-
‘ernments all pensions, including these of Posts and Telegraphs employees,
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sanetioned before 1st Apml 1921 and pard in India, are borne by the pro-
vinces by whom they were paid at the time As regards the future, we
quote the Auditor General’s opimon in extenso —

‘* If, however, the 1dea of the Commttee 15 merely to ascertam very
approxipately the actual amounts of pensions pard 1 eaeh year
to retired employees of the Posts and Telegraphs Department,
1t may be possible though not without some extra labour, to
arrange for the necessary figures being collected by the Account
g Officers in India and m England  Under this wrangement
the pensions of all those who were serving mn the Posts and Tele
graphs Department at the fime of thewr retrement mav be
taken as chargeable to that Department and as a set off no
portion of the pension of any officer who retwred from other
departthents should be taken as chargeable to the Posts and
Telegraphs Department even though a portion of s serviee
was spent in the latter Department The figures calenlated
under this will not h , gve a precise idea

’ of the total amount of pensions actually debitable to the Com
mereaial Accounts of the Posts and Telegraphs Department ’

105 The diffieulties 1 the way of deterruming the actual payments,
due to a portion bemng paid by Provincial Governments wull tend to dis-
appear 1n a few years’ time as the pensioners who retired before st Aptil
1921 die The difficulty in determummng the incidence between the Posts
and Telegraphs Department and other departments will continue to exist
but we do not think that 1t will prove msuperahle

106 The other requirement for the maintenance of the aceount consists
ot reliable statistics of past experience and we consider that arrangement
should be made 1f the expense imnvolved 1s not conuiderable for the main
tenance of proper service cards of all employees of the Posts and Tele
graphs Department

107 We now proceed to examine the appropriateness of the amounts
charged on account of pensionary lhabhty to the Posts and Telegraphs
Department smee 1st Aprid 1925~ We consider that the percentages now
determined by the Actuary as the resnlt of the prelmmary mvestigation
should be apphed retrospectively to determine the total amount that the
Department should have paid on this account Tn makling this ealenlation
the proper way 1s to apply the particular percentage rate appropriate to
ok of the Be groups mentioned wn parageaph 98 to the qunmual pen
sionable pav il of the stifl ncluded n that group Theoretically such
a cidculation st ould yield a more accurate result than the applieition of
the over all average rate to the pay bill of the entire pensionars estal
Tichment beeause the over all average 1s a weighted average which wil?
wield aecurate results only so long as the relative numbers of the emplovees
u the different proups continue unchanged

108 'We have caleulated the of the p y contributions
both on the basis of the separate axerage rates as recommended by us 1m
the preceding paragraph and on the over all averge rate as preseribed by
Government, and the results are compared n the subjomed table For
purposes of compamson we have also shown the amounts actunlly contry
buted by the Posts and Telegraphs Department since 1925 26 I
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Pensionary Contributions.

Total amount { Total amount
of contribu- | of contribu-
tion based on | tion based on Amount
group percent- | over-allave- |actually contri-
agerates pro- | rage percent- buted,
posed by Gov- age rate
Year. ernment {7-465)
Actuary. proposed by
Government
Actuary.
1 2 3, 4
Rs. Rs. Rs.
1925.26 .. . 48,63,807 45,78,908 50,00,000
1926.27 . o . 50,35,140 47,44,749 50,00,000
1927.28 . . 52,62,532 49,57,520 50,00,000
1928.29 .. 55,88,300 52,76,165 58,00,000
1929-30 i 58,35,431 55,17,689 60,00,000
Total 2,65,85,210 2,50,75,031 2,68,00,000
R. E. 1930-31 60,11,862 56,85,157 61,93,000
B. E. 1931-32 61,32,101 58,01,308 63,86,000
Total 1,21,43,963 1,14,86,465 1,25,79,000
Grand Total . 3,87,29,173 3,65,61,496 3,93,78,000

Difference between | Difference between
— columns (2) and (4). { columns (3) and (4).

Rs. Rs.
1925-26 to 1929-30 2,14,790 17,24,969
1930-31 R. E. 1,81,138 5,07,843
1931-32 B. E. 2,53,899 5,84,692

109. It will be seen that for almost every year the amount caleulated
at the over-all rate is lower than that on the separate rates. This unex- -
peeted result appears to be due to the fact that in the_Post§ and Telegraphs
Department the gazetted group, the factor for which is the highest,
ineludes a large number of officers whose conditions of service are entn:ely
dissimilar. We find from a reference to the annnal Administration
Reports that the number of gazetted officers of the Central and All-India
Services. Class I, in the Post and Telegraphs Department Is small. In
addition to this, however, there is a large number of gazetted oﬂi_ce}'s who
are on comparatively much smaller rates of pay and are subject go
pension rules which are not as favourable 'as those applieable L~o the
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oieers of the All India and Central Services, Class I We are mclined
to think therefore, that there should be separate rates of contribution
for the two classes of gazetted officers This ean be attended to, if
necessary, 1n the next actuarial .nvestigation recommended by us i para
graph 102 Untdl then as already decided by Government the over all
average rate should be adopted On thus basis the contributions actually
made by the Department 1 the five v-ars 1925 26 to 1929 30 exceed the
amonnt required on an actuarial basis by Rs 17,20969 We recommend
that the over charge should be adjusted forthwith, but would pomt out
that really the credit to the Posts and Telegraphs should be larger The
contmbution rate has been applied to the entire amounts shown in the
azcounts under the detailed head ‘* pay " which includes certain emolu
ments which are not always taken mnto account when defermming the
amount of pension, ¢ g, pay of substitutes, officiatng pay, ete
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¢ +

the other hand, the stamps are unified and we u ;
apportionment between the Post Office and the Ileax;iler;g:\?e%ughge :z['lte
ment has been the matter of a controversy which was recently refeprred
to the Actuary to the British Government. As a result of his recom-
mendations, the British Post Office now makes over to the Inland Revenue
Department 80 per cent. of the total value of all two-penny stamps issued
and t_ho mmatter 1s to be reviewed in 1932. At the other extreme, we find
that in the Union of South Africa, although the stamps are un’iﬁed and
are used both for postage and revenue purposes the gross sale-proceeds
are retained by the postal administration. A remark to this effect is
made in the annual Administration Report but apparently no attempt
is made to ascertain or indieate the proportion ereditable to the Revenue
Depnrtment,

116. The nature of the ease is such that no method of apportionment
can be suggested without being open to challenge as being inappropriate.
The problem in India, is, to our minds, even more difficult than in Enoland.
In the latter country the initial and most common rate of stamp du?v for
which unified stamps are used is two pence, while the initial postage rate
for letters and posteards is one and a half pence. It was thus possible for
the Actuary’s Department in England to evolve the formula deseribed in
the preceding paragraph. In India, on the other hand, the initial rate
for stamp duty and the initial letter rate are the same, viz,, one anna,

117, Certain important criticisms of the methods and ecaleulations
adopted hitherto suzgest themselves. In the first place, the increase in
the amount payable to the Civil Department is calculated on the basis of
the increase in revenue from general stamps, without any reference to the
fluctuations in the sale proceeds of postage stamps. We understand that
the possibility of devising a method of caleulation based on the sales of
postage stamps was considered at one time but was given up as likely to
vield unreliable results, the proportion of the Civil Department’s share of
the gross sales being small. .

118. Another eriticism that sugoests itself is that in the ealeunlations
no allowance has besn made for the remission of stamp duty on cheques
and bills of exchange sanctioned in 1927, The second method by which
the assignments are caleulated is sueh that a fall in the revenue of a Pro-
vinee derived jointly from the hypothetieal sale of the one anna receipt
stamp and from one anna coloured impressions has to be made good by
increasing the assignments and the entire amount of these is found from
postal revenue. As the remission of the duty on cheques and bills of
exchange must have resulted in a diminution of the gross sales of the one
anna unified stamp and in a mueh larger diminubion in the revenue from
one anna. coloured impressions, postal revenues have to bear not only the
actual diminution in the gross sales of the one anna, unified stamps, but
also to maice good tn the Provineial Governments the fall in the 1'even‘ue
from the one anna eoloured impressions. We do not know if the Govern-
ment of India are committed to make good to the provinees the fall m
revenue {rom the remission of the duty on cheques and bills ofl 1.e:r;(zhzmge
but. be that as it may, there appears to be no justifieation for (‘Zd ng 'upio.n
the Posts and Telegraphs Department to make good to the pl.m I?cesftol;f
fall in revenue. We understand thft. the diminution in rexerix.éa ’ tﬁmf
this remission was estimated at Rs. 7 lacs in 1929, and we consider :

this amount must be taken into the caleulations.
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119 The fall m the revenue from one anna coloured 1mpressions iy
shown 1n the following table —

Averace annual revenue for the tnenmum.

Province
1902 0o 1919 22 1526 23
Rs Rs Re
Madras 31911 79 828 41 000
Bombay 59 246 330000 118 000
Bengal 97782 281417 154000
United Provinces 14134 36 604 20,269
Punyab 22016 49296 *
Burma 16775 59225 *
Bihar and Onssa 1413 3209 11496
Central Provinces 3220 3420
Assam 142 564

*Information not avalable

Seemg that the fgures i the last column of the table relate to the
years 192629 1e, before the present ecomomie depression became most
acute 1t seems mndicated that the bulk of the deerease of revenue from
coloured ympressions 18 due to the rcmussion of the duts on cheques and
bills of exchange This comlusion 1s further strengthened by certamn
figures of the revenue from instruments impressed or denoted with =
stamp duts of one anna 1n the Madras Presidency w the ten years end
g 192122 According to these figures out of a total revenue for toe
ter yers of Rs 09310220 R« 51116380 was coutributed bv the
dutv on cheques and Rs 32954 80 by the duty on bills of exchange It
18 not possible for us to attempt an estimate of the amount of the reduc
tion 1n tha assignment from postal revenues ou this account but that 1t
should be fairlv appreciable 14 indicated by what 15 stated n the succeed
ng paragraph

120 As stated 1 patagraph 112 two methods of ealenlation hase been
adopted and the assignment to each piovinee 15 fixed at the mean of the
two mpsults  The second formula

“'T((%} x {(z—x—«:—-a) _: — (z~imem n)—c}

where | == arbitrarv pereentige to cover inereases  stamp duty
sanchioned m 1923 (para 112)

. 2 == average annual revennc (1926 20) from general stamps
cludmg assignment and eoloured 1impressions
1 == average annual revenue (1996 29) from mncreased provineial
duties

¢ == average annual revenue (1926 29) from coloured impressions
a == current assignment

X == average annual revenue from general stamy l
190? Do neluding revenue from fnme anr
one anna coloured mmpressions and



56

¥ == average annual revenue fr I
o r rant one anna receipt stam
coloured impressions in 1902-05. ( P pe and

The formula can he resolved zs follows

100Xk
oo { o w5 =1) =0}
_.:}.;)_g_gl" X {(zd-c-ﬂ)x‘-z-_—y'—c \(

:Iit will be seen ﬂmj, as ¢ inereases the assignment deereases. and wice versa.
he amount of this decrease or increase is :

100 < ] o
1s wm_l,(;_gi.{ r—ealy s (o, —e2)}

=y
1004k [ y 1
200 {:Y +1J { a }
1004k x
=200 s—yle1—rts)

Where ¢, and ¢ g Tepresent the revenue from coloured impressions in any
two years respeetively.,

As the variables of the formula vary from provinee to province a
separate caleulation will have o be made in respect of cach and the sum
of theee results will give the total decrease in the assignment from postal
revenues. It is 1o be noted that as the remission of duty on cheques and
hills of exchange was made from 1st July 1927, while “ x > and ‘ y ’ relate
to the years 1926-29 the caleulation made on the basis of the above formula
will not represent the true effect of the remission.

121. To test the fairness of the present allocation we addressed the
Chambers of Commerce to help us with figures of the comparative use. by
their members, of postage stamps for postal (and telegraph) purposes on
the one hand and revenue purposes on th» other. The statisties supplied
by them indieate that ronghly the face value of stamps used for revenue
purposes is between one-sixth and one-saventh of the face value of stamps
purchased. The proportion of stamps used by large business houses and
firms for revenue purposes must obviously be the least favourable to the
Posts and Telegraphs Department.  On the other hand, the bulk of stamps
sold by the Department is used by the average literate citizen whose re-
quircments for revenue stamps are extremely small. Again, the ratio of
the value of stamps used for revenue purposes to the gross sales of ordinary
stawmps and postal stationery, will he smaller than that indicated by these
statistics, as these commercial coneerns use very little embossed stationery.

)
1292. Tiastly, we understand that the amount handed over by the

British Post Office to the Tnland Revenue Department as the latter’s share
of the sales of unified stamps is only 1]20th of the gross sales of stamps and
which unified

stationery. In Great Britain, the unit of stamp duty for

stamps are used is two penee while the main Jetter rate is one pence and
a half. Tn India, on the other hand, the main letter rate and the main
rate for denoting stamp duty arve the game, viz., one anna. Other things
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being equal therefore, the ratio between the assignment to the Ciuil
Department and the gross sale of postage stamps and statioperv must be
very much less

123 Taking all the factors mto consideration we are of the opinion
that the present proportion whereby more than 1j15th of the ecost of
postage stamps and postal stattonery 1s made over to the Civil Department
15 considerably too gh and unfar to the Posts and Telegraphs Depart
ment

124 It 1s diffieult however to suggest a method of dwstribnting the
gross sales of postal stamps between postal revenues and the Civil Depart
ment which would be equally fair to esther The difficulty (f the problem
15 best atluctrated by the practice m South Afriea alluded to eather  Our
own examination of the matter and of the statisties collected bv us leads
us to the )\ that no math 1 or statistical method of comput
mg the respective shares will command the confidence of all parties We
consider therefore that the only way to obtain a fair and rehable basw
on which to make a distribution 1u futnre years 1s to introduce separate
revenue stamps for a himited perzod of sav 3 years and then to revert to
the nse of umfied stamps The ratw found to subsist between the sales of
the separate revenue stamps and those of the postage stamps ean then be
adopted as the basig for distmbufion 1n the future We realise that the
proposal might mnconyenience the public to a certain extent we therefore
suggest that the separation should be a temporary measure Tn this con
nection we would suggest that as m the Umted States of America the
Posts and Telegraphs Department should be required to sell these separate
revenue stamps at all its offices
LIIPT&Ph




CHAPTER XII
Press Traffic.

125. The rates for Inland Press teleer intr #
ary 1889, were aegor Tnland Pr grams mtroduced from Ist Janu-

a Unit ) Each
ass. number of | Unit rate. additional | Address
words. 4 words. o
Rs. as. Rs.
Urgent . . . 32 2 0 ()S 485 Free
Ordinary .. .. .. 32 10 0 2 Do.
Deferred .. - . 32 0 8 01 Do.

A reorganisation of the tarift was effected in 1905, to eive effect to
the desn'.e of Govprnment for cheapening information for the beuefit of
the reading public and the smaller newspapers. Two revisions were
g.ﬁected in the year 1905, and the rates levied at present, which are siven
ifl the next paragraph, are the same as those introduced from November
1905 except that the telegrams were then classed as “ deferred ’” or ** ordi-
nary ”’, instead of being styled ‘‘ ordinary *’ or ** express >’ as at present.

126. The existing rates for Inland ° Private’ and Press telegrams
compare as follows :—-
For Inland private telegrams.

Unit Additional
Class. number of | Unit rate. words. Address,
words.
) Ezch word”
Rs. as Ps. as.
Express .. 12 1 8 0 2 Charged for
Ordinary .. 12 012 0 1 do,
For Inland Press telegrams.
For.each 6
words.
TESS .. .. .. 48 10 0 2 Free.
gfgina.ry - .- o 48 0 8 0 1 do.

It will be seen that the Inland Press rates are one-sixth of the inland

Private rates for both the express and ordinary classes. In addition,

there is another special ceneession 1o the Pr
addressed to several places, are cha

press messages,

message whether all the addresses
fee of only four annas per 100 ch

excess, being charged for each destination afte

of private multiple telegrams, the concession of hein

r the first.

ess in that, inland multiple
reed for as a single
are in the same town or not, a copying

argeable words, plus 4 annas for the
In the case

a charged only 2
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copying fe», for every telegram after the fir-t, 15 humted to messages deh
vered 2t ino or more addresses 1n the same free delnvery area of a telegraph
office

127 The reasons for which these concessional rates have been sanc
tioned to the Press fall outside our terms of reference, as they constitute
questions of the general poliey of the Government of Tndia The con
cessions are not unusual, bemg grinted on one scale or another i most
avihized countries , and the grant of smmlar concessions on foreign press
telegrams 1s also provided for m the Conientions and Treaties drawn up
at the International Telegraph Conventions We note, however, that ae
cordimng to the information at our disposal there s at least one 1mportant
country, Germany, where no coneession whatever seems to be granted on
Irland Press telegrams

128 We are concerned, by the terms of our reference, with the efluct
of \ns concession on the results of the commereial working of the Depart
ment as pietured n the accounts  {he loss acerutng to the Department
from 1ts Press traffic formed the subgect of comment by the Accounmtant
General, Posts and Telegraphs, m his Appropriation Report on the ae
counts of the Posts and Telegraphs Department for the year 1923 24, and
ks estimates of the loss ynder varymg conditions were as follows —~—

““ {a) 1 no concession 13 given to Press telegrams and 1f they are
charged for as private telegrams, the Departmens would
have recerved an additional revenue of a lttle over Ry 50
laes ,

(b) 3% the coneessional rate for Press telegrams 1s removed and the
multiple Press concession remamns, the additional revenue
would amount to about Rs 24 laes ,

{¢) 1f the concessional rate 1emains, and the muitiple message con
cession 15 removed a rough estimate of the inerease 1n
revenue 1s Rs 4 laes ,

{d) 1f the rates for Press telegrams are mereased m proportion to
the merease 1 rates effected for private telegrams smee 1905,
and the multiple message concession 1s allowed to remen, the
wmereased revenue would amount to about Rs 10 lacs ,

{e) 1 the rates for Press telegrams are inereased in proportion to
the ncrease 1u rates eficcted for private telegrams smce 1905
and if the raultiple concession 15 withdrawn, the revemue
would be mereased by something hiike Rs 20 laes **

The number of Press telegrams dealt with durmg 1923 24 was 445,320
This number mmereased to 5G5,450 quring 1929 30 and the estimated loss
referred to above will now be correspondingly mnereased

129 We have exammed the estimates of the Accountant-General We
do not think that the difference between the amount actually recovered,
and that recoverable at the rates applymmg to public traffic, 15 a true
measure of the Joss ncurred by the Department, for, an enhancement suffi
cient to rawse the Press traffe rates to the level of those chargeable on
ordmary traffic must inevitably reduce the volume of traffic We con-
mider that a truer measure of the loss )5 the saving that could he effected
1f no Press traffic had to be handled , and, at our request, the.Director
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‘General of Posts and Teleor

graphs, has kindly p . : .
amount, based on the statisties £ Y brepared an estimate of this
below - isties for 1929-30. His estimate is summarised

Number of inland Press tele-
grams . .. 505,450.

Corre.spond.ing number  of
signalling operatipns .. 505,450 X 2.86 % 3 X 4.72
. == 2,04,69,511.

N.B.—These factors are conversion fa
ctors meant to allow for the length
-of Press messages and for multiple tclegrams, and must be applied to determ%ne
the actual amount of work involved in the disposal of this traffic. ’

Amount of saving if the frafic is not handled.

Rs.
On pay of Telegraph Masters, Operative telegraphists
and clerks ineluding leave reserve, ete. .. 16,07,000
Pensionary charges at 8 per cvent. of pay .. .. 1,28,000
Delivery charges .. 50,000
Engineering charges ., 8,92,000
21,000

Audit charges ..

s e e

Total saving .. 26,958,000

Deduct receipts from Inland Press messages 5,45,000
Net saving, .. 21,53,000
per annum.

130. It will be readily admitted, we trust, that a private telegraph
system, like the one operating in the United States of Ameriea, would
-grant only such concessions on its press traffic, as it counld afford to
meet from the profit it derived from its other traffic. From this stand-
point, the following statement comparing the proportions between the
amount of the revenue from, and the amount of expenditure on, Press
and Private telegrams, in India and in Great Britain, during the year

1929-30 is interesting and instructive :—

Inland Press. Private.
— Percentage | Percentage | Percentage | Percentage
of gross of of gross of
income on loss on income on loss on
cost. cost. cost. cost.
. itai . . 31-50 *68-50 7500 25-60
%lrgza: Prtain . ‘e 20-20 79-80 91-48 8562
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Speaking with the reserve that is necessary when dealing with statis-
t1cs Telating to two different eountries and prepared on two different sys-
tems, the fizures do mdicate that the concession granted to the Press in
Indig, 1s on a Jargen scale than that granted m Great Britamn In the
latter country the loss on Press traffic ss only 435 per cent of the gross
workang cost, gher than that on private traffie, while m India the loss
15 71 3 per cent higher than that incurred 1n respect of private traffie

131 We have also examined the possihility of reducing the loss, by
providing chfferential rates us 13 the practice wn Great Britamm for day and
mght press trafic  We have come to the conclusion however, that such
an arrangement will not bring about any economy, and may possibly lead
10 1ncrease 1 expendature

132 After considering the question in all 1ts aspects, we are of the
opmion that because the Posts and Telegraphs Department 1s not at
liberty to levy the rates which would be justified on prineiples of come
meraal arcountaney or of traffie rating, 1t 1s entitled to be remubursed the
los3 1t meurs on 1ts Press traffie, caleulated as indicated 1n paragraph 129
In ease 3t 15 found mmpossuble to arrange for an actual eredit to the Depart-
ment, by debit to some other head of account, 1t should be arranged that
this joss should be exhibited separately in a subsidiary statement analys
1ng the profit and loss on the worlong of each branch, and that 1ts amount
shovla be excluded when determining the amount of surcharge or rebate,
pavable by or to the Department, on the progressive loss or profit on its
working
TATPT&Rh
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CHAPTER XIII,

Concessional Rates for Foreign State Telegrams,

133, Telqgrams on Government business sent within Indian limits
?‘1‘01c11:{1'gcc’1, for at the same rates as are payable by private persons ; but
Foreign 7’ {clegrams on the business of the Tmperial, Indian, Domicion
and British Colonial Governments are chavged for at half the raies
leviable from the public for private foreign telegrams. This concession
Is granted jointly by all the telegraph administrations over which the
telegrams are iransmitted, viz., the British. the Dominion and the Colonial
Government, the Cable Companies, the Indian Radio Telegraph Company
and the Indian Posts and Telegraphs Department, )

134, The concession of half rates granted on the Indian Telegraph
gystem applies both to telegrams originating or ending in India, aund {o
those poassing over Indian wires on their way between two foreign systems.
The total charge for private ¢ ordinary ’’ telegrams to Great Britain and
Burope generally is, at present, Rupee one a word via the Bastern Tele-
graph Company and annas twelve a word vie Indian Radio Telegraph
Compuny. The corresponding charges on State telegrams are eight annas
and ¢ix annas.  The charge per word for a State telegram is apportioned
between the Telegraph  Administrations concerned in the following
manner :—

i

Via Vie

Eastern LRT
fr. fr.
Indian terminal charge .. . d15 a15
British terminal charge .. . 075 075
Share of the Company .. . 710 510
Total . 900 700
or or

®(8 as.) (6 as.)

eNore.—~The exchange rate between the gold frane, which is the money
unit in international telegraph accounts, is fixed at present at Fr. 1 — .54 Rs.

135. The reduction by one-half of the Indian terminal charge, ..,
the Indian share of the charges on telegrams originating or ending in
India, was introduced with effect from 1st August 1905, in the case of
messages exchanged with Europe and transiting Europe, Aden and Africa ;
and with effect from the 1st July 1906 in all other cases.

The similar reduction in the ¢ transit’ change, 7., the Indian share
of the charge on telegrams passing over Indian wires on their way from
one foreign system to another, was made with effect from the 1st January
1907.

When the concessions were granted originally, Govermment authorised
the Indian Posts and Telegraphs Department to take eredit, pro forma,
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for the difference between the charges at publie rates and those at the con

cessronal rate * Admimistration
Reports TI or 1923 21 was
Bs 78686 ¢ commercial

1sation ’ was that only real eredats should be mmcluded i the accounts
Lhe practice of showing this 1tem as 3 credit was therefore, discontmucd

136 We have ascertammed that on the foreign State telegrams recenved
m and sent from India, the loss of revenue resulting from the appheation
of balf the Indian ¢ terminal ’ rate was apprommatelv as follons —

Year Bs
1926 27 56271
182728 39887
1928 29 71095

The average aunual loss 1s thus Rs 62,400 Smmlarly, the average loss
from the surrender of half the Indian © transit’ charge on Brfwh and
Colomal Government messages 18 Rs 8544 a year

We bave also been furmished with the following statistreal eshimate
of the loss

For the month of April 1930, the number of, and Indwa’s share of
the charges on, such concessional messages were —

No Valve

Bs
Origmating 10 India 1,466 5,087
Termnatmg . India 1330 1,895
367 654

Transiting Tndia
If the concession 15 abobshed the annual gamn to the Department would
thus be—
RBs
61,044 on messages ongmmating m India,
22740 on messages termmating 1 Indra
7,848 on messages transiting India

91,632

The greater part of the gam to the revenues of the Department would
be at the expense of Indian revenues and the losers would be—

(1) the Departments of the Government of India, their subordinate
and attached offices, and local Governments and Adrunistra.
fions as regards outward messages from India,

(1) the India Office and the High Commussioner for
the mward messages recesved m India
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137. We have considered the difficultics arvising from the fact that
the concession has been granted jointly by a number of parties. As regards
the cable and radio companies, we would point out that they are commgreial
coneerns working for profif, that they charge half rates for State traffic
in virtue of the provisions of their agreements with the State, and that
this concession is part of the price they pay to obtain the landing or
operating rights. On the other hand, the Indian Posts and Telegraphs
ann.rtmeni does not work for a profit and the levy of half terminal and
transit rates on fraffic which costs the Department just as much to handle
as ordinary traffic represents a dead loss, There ean thus be no question
of the companies withdrawing the concession. The British Post Office can,
however, follow up the inerease in the Indian shares by a corresponding
imercase in the Dritish shaves from .075 to .15 frane. If it does, the
further additional cost to Indian revenmes as a whole would be about
Rs. 33.000 g year, and this amount will go {o the British Post Office.

Nort.~For the ealeulations made in this paragraph it has been estimated
that 90 per ceent. of the foreign state telegrams sent from India are to Great
Britain, and that 33 per cent. of the state messages received in India arc from
the Iigh Commissioner’s office the expenditure in which is debited fo Tudian
1evennes.

138. We appreciate that the position involves factors which may lead
te complications if the Indian shares of the tariff arve raised to the normal
level. At the same time there does not appear to be sufficient reason for
depriving o commereial department of revenune admittedly due to it
Ilaving considered the matter in all its aspeets, we are of the opinion
that the difference between the normal (public) and concessional terminal
charges on foreign telerrams on state business, originating from or fer-
minnating in India, should be reimbursed to the Department throngh an
annual adjnstment in the accounts. Whether the Central Government
shonld recover from the Provineial Governments the shares proper to
them is a matter for the former to decide. The aggregate amount of
eredit tn the Department, and the shares allocable to Provincial Govern-
ments and the Departments of the Central Government, should be based
on the results of an actual count of the traffic for two specific periods of
two weeks each. carried out each year along with the census which is faken
hy the Telegraph Check Office for determining the telegraph share of the.
sales of stamps. We make no recommendation in respect of messages
transiting India, as the amount involved is §mall, and the matier is not

free from complication.



65
CHAPTER XIV,

Concessians to Indian States

139 The Indian Posts and Telegraphs Department mahes a grant,
free of charge, of service postage stamps to certam Indian States whieh
ar® m postal unify with the Department In the case of a fuw other
States 1 postal unity, the Department has undertaken to cany frie of
charge, within the territories of the State, correspopdence wmd postal
articles sent by State officals on the business of the State

140 This arrangement has been the subject of disenssion 1p the
TPublic Aceounts Committee on more than one oceaston, and thev made the
following recommendation 1 para 18 (4) of then ieport dated the 22nd
July 1930, on the Appropriation Accounts of 192829 —

“ We notiee that not much progress kas been made n the disposal
of guestions relating to adjustments between the Posts and
Telegrapbs and other Departments We desire to press the
recommendation made by our predecessors last vear that the
settlement of the rtems shonld be expedited, as meanwhile the
true commereial results of the working of the Department cans
not be ascertained In particular, we desire that she guestion
of the free grant of postage stamps to Indian States should
be exammed m order to see whether the Department <honid not
get a crediv for the amount 1 3iew of the commercialisation
of the accounts ”’

141 The relations between the Indian Posts and Teleztiphs Depart
ment wnd Indian States came under the examunation of the Indian States
Committee, 1928 29 and we subjain estract~ from therr report so far as
thes are relevant to our examinition of the same problem

** Paragraph 97 ~The effierency and secunty of the postal arrange
ments of India are matters of Imperial eoncern, m which the
pubhic 1 Britwsh India and the States are equally interested
The services of the TImperial post office are »mjoyed by the
Indian States in common with the rest of the conmiry  Fifteen
states have their own postal departments and are outside postal
umty  Frve of these states have conventions wath the Imperial
post office and work an co operation with it In the other ten
states the greater part of the correspondence witlur the «tite
15 carried by the laeal post offices while branches of the Imperial
post office exist st most mmportant places and carry corres
pondence across the state frontiers  In most of the comvention
states, Imperial post offices exist only on tumtory which s
British for purposes of jurisdretion such as railwa  stations,
the residency area, ete  The state hoctage stamps of the five
conventian states are vahd for correspondence to any part of
India, but not overseas, while the stamps of the other ten
states are not vahd anywhere ontside their respectne states
The existing arrangements work well and it would not be in
the nterests of the public 1n exther Brtish India or the States
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fo a.lter them. We do not see our way to recommend an ex-
tension of the convention System as desired by certain states,
In the five convention states no questions arise that cannot he
settled in the ordinary course as at present. In the ten states
where the British and State postal systems exist side by side
questions may arise as to the opening of new post offices. This
i1s at present a matfer of joint discussion and we recommend
no change.”’
L3 % * 3 #
“ Paragraph 101.—A claim is also advanced that state corres-
pondence should be carried free within the state or that a
liberal allowance of service stamps should be allotted to the
states for this purpose. Allowances of service stamps are
glven in certain cases on no apparent prineiple. We recom-
mend a settlement of this question once for all on definite
prineciples.’’

142. Our own examination of the documents placed at our disposal
leads us to endorse the view of the Butler Committee that the grants of
service stamps have been made on no general principle. Broadly speaking,
however, the coneessions have been made in most cases to attain throughout
India a unified postal system, which would econduce to the general con-
venience of the publie, and the ultimate advantage of the Department.
We are not, therefore, in a position to recommend, immediately, either the
stoppage of these concessions or the allocation of the cost thereof to any
other department of Government. Moreover, since the Round Table Con-
ference has recommended that Posts and Telegraphs should form a federal
subjeet, the question of concessions to Indian States will be discussed fully
m the immediate future. In the circumstances, we prefer not to express
any definite opinion on the general principle involved in this matter, but
we suggest that no further concessions should be granted, at the expense
of the Department, until the constitutional issues have been settled.

143. We would, however, like to draw attention to one aspect of the
matter which seems to have eseaped attention in the past. Most, if not all,
of these grants were made in connection with postal operations and the
relations between the Department and the states in the matter of telegraph
and telephone communications are governed by an entirely different set of
prineiples. The service postage stamps which are given free of charge to
the states should not, in our opinion, be available for paying charges on
telegrams, but from the evidence before us we are clearly of the opinion
that as a matter of fact some portion of these grants is being used for this
purpose. We recommend that suitable steps should be taken, say by means
of a special overprint, to prevent the use of these stamps for paying

" charges on telegrams.

-
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CHAPTER XV,

Departmental rersus Combined Telegraph Offices

144. The Indian Posts and Telegraphs Department deals with its
telegraph traffic 1n two kmds of offices ealled Departmental Telegrapn
Offices and Combined Post and Telegraph Offices Departmental Telcs
graph Offices are manned by telegraphists who may belong either to the
General or to the Station Service, and are under the control of a Telegraph
Master  On the other hand, the telegraph branch of a Combined Office 13
staffed by postal clerks who have been trained 1n signaliing and who work
under the control of the Postmaster

Departmental telegraph offices perform only telegraph worl and are
opened for speafic reasons which may be techmeal, mubtary or political
m nature  From the standpomnt of the Posts and Telegraphs Department,
a departmental telegraph office 1s opened only when it 1s fourd that
effient telegraph service cannot be rendered by postal signallers m a
combined office

145 The aserage monthly pay of a postal clerk 1s Rs 101, that of a
Station Service Telegraphist 1s Rs 123 and  that of a General Service
Telegraphist s Rs 175

Thus, there 15 a difference, (1) of Rs 22 a month or Rs 26% a year
betreen the pay of a Postal Signaller and that of a Station Service Tele-
graphist, and (1) of Rs 74 a month or Ra 888 a year, between the pay
of a Postal Signaller and that of the General Service Telegraphist In
addition to his pay, a General Service Telegraphist 1s entitled to free
quarters or to house rent allowance of approxmmately Rs 35 a month in
hen of free quarters

146 In para 97 of their report, the Posts and Telegraphs Department
Commttee of 192425 (Ryan Committee) recommended that the policy of
converting Departmental Telegraph Offices into combined offices shounld be
wigorously and conustently pursued

The Commuittee also observed, m para 94 of thewr report, that 1f for
purely military or politieal reasons the Indian Posts and Telegraphs De-
pariment ““ 15 eompelled to provide an office with a more expensive establishe
ment than s justified by departmental requirements tbere seems no
eqmitable reason why those Qepartments whose demands are responsible
for the extra expenditure should not be required to make an equivalent
contribution 1n order to cover it ”’

147 We find that the Department has eonsistently pursued the poliey
of the conversion of departmental mto combined offices as 1s shown by the
following statishies —

Number of
Year
Combined ] Departmental
Offices Offices,
192425 - . e - -
193031 - Loon e b
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Of the eighty-one departmental offices which exist at present, we under-
stand, that only 62 are required for departmental reasons.

148. An idea of the additional cost involved by the maintenance of
departmental offices where combined offices would have sufficed, can be
gathered from paragraph 92 of the Ryan Committee’s Report wherein it
i1s stated that in 1923-24 the conversion of twelve small offices from de-
partmental to combined yielded an annual saving of Rs, 84,000 approxi-
mately. The conversion of nineteen offices should therefore lead, on the
1923-24 basis, to a saving of roughly Rs. 54,000 per year.

149. We fully endorse the view of the Ryan Committee that a com-
mercial department like the Posts and Telegraphs Department should nof
be required, for extra-departmental reasons, to employ an agency which
is uunecessarily expensive, without being reimbursed the additional ex-
penditure incurred by it. If it is found impossible to convert these
nineteen offices into combined offices, the only deduction that we can draw
at present is that these nineteen offices are being maintained for the needs
or convenience of some other department of Government. We, therefore,
recommend that a credit for the extra expenditure caused by keeping
them as Departmenial Telegraph Offices should be given forthwith to the
accounts of the Posts and Telegraphs Department, by making recovery
from the department concerned.
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CHAPTER XVI
General Service and Station Service Telegraphists

100 Closely connected with the question of Departmental Telesiaph
Offiees 1e25us Combmed Post and Telegraph Offices, II; thit of the emgpl};
ment of the two kinds of telegr iphists General Service and Station berviee
Ths matter was dealt with at some length by the Ryan Commuttee 1 pata
graph Y8 et seq of thewr report.

153 We understand that the guahfications and trmmng of Geperal
Service and Station Service Telegraphists are precisely stmilar, and that
there is 10 question s to the relitive effiency of the two for the disch nge
of their duties The General Service Telegriphist 15 howerer uable to
transfer at any time to anv part of Tedia while the btafion berviee Tele-
graphist cannot be tramsferred from the station to whih he 1s attached
Tor this hiabality fo transfer, the General berviee Telegraphist 1eceises
act only pay on a higher seale than his Station berviee compeer but m
addition the benefits of free guarters or 2 liouse rent allowance of Ry 35
per mensem  The average monthly cost of a General Serviee Telegiaphust
meluding allowances 15 stated to be about Rs 210 while that of a Station
Servive Telegraphust 18 Rs 129 or Rs 112 according as he 1s, or 15 not,
attached to certain expensive locahties

152 When the Rvan Commiitee submatted their report to Government
the proportion of the General Service to Station Serviee Telegraphists was
86 20 This indieated that 80 per cent of the signalling staff m depart-
mental Telegraph Offices was transferable to meet fluctuations m traffic
or to enable staff bemng found for places where local recraitment of Staton
Service Tefegraphists was not possible The Ryau Commuttee recom-
mended that the proportion of General Service Telegraplusts should be
reduced to 50 per cent and stated that the attainment ot this propertion
sl result 1 an annual saving on the then expenditure, of approximat-ly
Rs 7T lues m pay and Rs 4 30000 1n house rent allowances or Rs 11,30 090
m all

153 In wview of the Jarge reduction m the number of Departmental
Telegraph Offices which has occurred since the Ryan Commttee submutred
their renort and the rapid development of edueational facilihies whieh 13
takg place we consider thit even a praportion of of per eenf recom
mended by the Ryan Commatiee, 13 excessive as compared with the require
ments o the Department 1 the matter of transferable staff It was not
possible for us to test our siew by collecting statisties of the averige
nnmber of transfers actually made every vear, but we find that Stanen
v - 4 = kawe omnlnyed 1n such stations as Ootacamund,

. ser of places m Burma where 1t way

raplosts would present difficulties

134 The respective numbers of the members of the s
also {he <trength of the local service to which xi
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stopped, on 81st March 192 ;
tabll é) - n 3lst March 1926 and 1930, were as shown in the sub-joined

Telegraph Masters, Telegraphists,

— 31st 31st 31st 3lst
March March March March
1926, 1930. 1926. 1430.

General Service .. .. :

Locenl Service .. .. 355 3(1)% 2 e

Station Service .. .. . 2 Z égg 5???%
Total . 353 321 3,004 2,780

. i\t'tfo_{‘llll)g to .ﬂlC table Telegraph Masters and Telegraphists of the
General Serviee still number 80 per cent. of the total staff of Telegraph
M.”S““,'S and Telegraphists. Thus, it will be seen that the Ryan Com-
mitlee’s recommendation does not appear to have been given effect to. We
understand that ﬂ}o annual casualties amongst this staff come to.189 and
that 11\‘0 staff required to fill the vacancies is recruited on the results of a
competitive examination and by promotion. in the proportion of 92 General
Serviee Telegraphists and 97 Station Service Telegraphists. Bven if it be
assimed that all the casnalties will take place amongst the General Service
and Local _Service stafl, a period of about 10 years must elapse, on the
present basis of recruitment, before the approved proportion of 50 per cent.
can be attained. ]

155. We are of opinion that the General Service scheme is now net
necessary for the work of the Department. We understand that it some-
times happens that a General Service Telegraphist or Telegraph Master is
able {o stay in thc same place, often the place of his choice, for many
years without transfer. Thus while enjoying the better pay and the Louse
rent concession, he is virtually a Station Service Telegraphist or Tele-
oraph Master though he has always to face the chance of a transfer.

156. Our terms of reference preclude us from dealing with questions
of policy and retrenchment, but no commercial undertaking would face
with equanimity the prospeet of unnecessary expenditure amounting to
several lnes of rupees per year. Sceing that the employment of a more
highly paid staff than is required is not necessary for departmental
reasons, any figures purporting to show the cost of the Department must
he vilinied to this extent. In the circumstances we recommend fhat at
least furtiher recrnitment to General Serviee should be stopped forthwith.
Our terms of reference do not malke it necessary for us to study the condi-
tions of employment of the General Service men. But we would sugigeit
the adoption of a scheme whereby all Telegraph Masters and Telegrap }{St S
should in Tuture be employed on a uniform scale of pay, with habx}l :r
to transfer on payment of extra remuueration for the permq.1 of tx:a;ts_ ::t
Such a scheme would then enable the Department to make a ¢ ar%e aﬁat {0
other departments, such as the Military Department, if thehtrat?ls el‘di "*‘;r .
Le made for the requirements, or on the initiative, of such other dep

ment
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CHAPTER XVII

Adjustments for services rendered

A —Rents charged tv Raluways and Canals for use of wires and apparatus
supplied fo them

157 Although i the early days of Telegraphy Indian Rallwans were
zllowed to construct thewr own telegraph lines 1t was decded by the Gov
ermuent of India 1n 1871, that full control over such telegraph lines should
be vested 1n the Telegraph Department , and as 2 result of this decision
all such lmes eonstructed by railways were acquired by and added to the
asets of, that department Thereafter, the Telegraph Department re
cevered from the railways, the cost of maintenance of these limes Pio
tracted and highly controversial discussions followed regarding the assess
ment of the mamtenance charges but for our purposes 1t 15 sufficcnt to
state that sinee the Ist April 1909 a flat annual rental of Rs 24 per mile
of wire has been charged to railnays for all telegraph wires leased to them
by tle Posts and Telegraphs Department Hince 1909 the eost of mun
tsaming hnes has been affeeted to a considerable extent by prace fluctuations
ay well as by the mereasing use of copper wire mstead of wron wae m
the construction of such hnes

158 For some years past the Posts and Telegraphs Department has
been endleasounng to work ont revised rentals to eover the cost of mam
tamung telegraph lmes rented to railways This esamination has siee
been earried out, and the anmmal rates for wires rented to raiwass would
be, 1t 15 1eported as follows —

Tronwire Copper wue

Rs i3
Tamerest 896 2100
Deprearation 483 763
Marntenance 766 Tu6
2145 3719
or roundly 2180 700

These rentals 1f accepted by the rmlway authorsti , would bring 1 addt
tional r(vepne of approxmmately Rs 4 lacs per amnum, to the Depart-
ment on the basis of the present wire mileage in use by the railways

159 The Posts and Telegraphs Department also construets and mam-
tans telegraph lines along canals, and prior to the 1st Aprl 1930
teeovered the mamtenance charges at a fiat rental of Rs 24 per annur per
mile of wire This rental was revised with effect from the 1st of Apnl
1930, and the followmg rates were substituted —

Iron wire Rs 34 perannum

Copper wire ., Rs 50 per
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In arriving at these rates, however, a more or
was made regarding the division of establishm
with the maintenance of telegraph lines.
pleted would seem to indicate that the eorre
railways shou@d be Rs. 40 Per annum for iron wire and Rs. 56 per annum
for copper wire. The question of furtheyr enhancing the canal rafes in
accordance with these conclusions is therefore under consideration.

less arbitrary assumption
ent charges in eonnection
The investigations now ecom-
ct average rental for lines off

160. The question of the revision of the rent which i'ailways aund
canals have to pay to the Posts and Telegraphs Department for the use of
telegraph wites and apparatus supplied to them has received the atiention
of the Publie Accounts Committee on various oceasions in the past few
Years. The importance of the guestion to the commercial accounts of the
Department will be vealised from the following statement comparing the
revenue from this source, and the total receipts of the Telegraph and

tadio Branches of the Department, during the last few years :—

Rent of wires and ’

instruments
leased to rail- Total revenue,
ways and
canals,
Bs. Rs.
1925-26 .. .. 42.19,377 2,87,83,979
1926.27 .. .. 44,32790 9,84,39,847
1927.28 . .. 4920034 2,89,40,639
1928-29 .. .. 50,96,832 2.96,90,093
1929-30 .. .. 54,09,963 2,80,34,013
1930-31 (R. B.) .. 58,00,000 2,71,97.000
1931-32 (B. E.) .. 5800,000 9,81,17,000

161. Apart from such general considerations as the rise in the cost of
establishment, material, transport, ete., which has ogceurred in th_e interval
sinee 1908, il is obvious that a rent which is ceonomie for ivon wire cannot
be sufficient to cover the supply of copper wire which is qonmdez:ab}y more
expensive. We understand that the demand of Indian Rmh\ayg ]fms'
copper wire cireuits is increasing rapgdly, and that of late a del‘xéan )ar
avisen for copper wire of gauges heavier than that of the standar ‘co‘ppgn
wire hitherto supplied by the Department. It would appear, theretom,} 15
the absence of an adequate rent for copper wire that the Departn}el}t md
been ncurring a certain amount of actual loss on this tran}f'ac;tlo3., z:))\;r
that this loss is inereasing rapidly. This case is one in which, 1
opinion, early settlement is very desirable. ‘

B—Revenue from telegrams booked at licensed telegraph offices.

162. Under the orders contained in Re;o'lﬁlti(&ntog illie gogeﬁf:;eﬁs%f

ia, Pubii ) Vo. 203-35-T., dated the 2n ,
India, Pubtic Works Department, No. , ; 2ud May 1652

rodune ¢ i o this report, revenue from Inlan 15
O o o Eyae . Tnf led in at Railway Telegraph Offiees
addressed to any place in India, handed in ’ w Telegraph Ot
is retained in full by the Railway administrations. i rly, the F
12(116%%?:§';;hs‘ Dey;artment on its side retains recezpts.fwm %g; gigz};lg
g'znded in at its Telegraph Offices for _delniler%rtirom ?&ﬂl\zzetgrived bg)", i

( ¢ ias been brought to our notice, that ihe cre C by fhe

gf;z%gs;mg‘ 'Il‘fligraphs De%artment under this arrang;ement is not a fai
memrinealont of the work performed or service rendered.
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165. As the prop i
165, Acs osal to levy ¢ iees i3 sai
to be under com(‘nlp)lmi‘on, we d}(f) ?::)ltt af]éleel (é};ﬁx('}%cz;gr ’Sthese ?ervmes et
\ ontempla 5 n to make any specifie
Lf?ﬁln]g(‘lld"tl()]l m regard to any of them. We should like, h()\)x’re\}er to
ake the gencral oiTSm'mhon that while the amounts due to the Dep;n't-
m(irtlt_ 1.‘1[:} be small in respeet of these services individually the aggregate
1013:” %n:]m“‘fd hyt }hg Dlnpm'lmcnt may be quite appreeiable, and we recom-
t thevetore that this consideration should he k in view in deali
! M p ept in view @
with such matters, : 1 deating

166. We shonld like to close our remarks in this connection with one
general abservation.  We ave inelined {o believe that in the ease of certain
classes of employees sueh as counter clerks, the amount of waiting ﬁme is
much lavger than is generally realised. For instance we understand that
an Investigation into this matter made by the British Post Office revealed
m some cises a proportion as high as 70 per cent, of total time. We
suggest therefore that this {actor should be taken into account in makinx
ealeulations 6f the ¢odt of services rendered to or on behalf of other depar{::-

ments.
D —1Inter Branch Adjustments,

167, As the Profit and Loss acconnt of the Department is required to
show the results of working cach constituent branch, inter-branch adjust-
raents are necessary in respect of services rendered by one branch to an-
other. The final result of the working of each branch must therefore
depend on the suitability and aceuracy of the methods by which these
mutunl sorvices are evaluated and adjusted between the branches. We
understand thafthe heads of the various branches afiected by this system
are cousulted when the methods of caleulation for these adjustments are
settled, and that the methods actually adopted have received their con-
eurrenee,

We understand that the various overhead charges that go to make up
the agyrrogate cost of a service are taken into account in fixing the amounts
chargeable to different branches of the Department or different Depari-
ments of Government ; but we have noticed that the authorised code con-
taining the instructions for these apportionments does not contain any

general statement or instruetion to this effect.
E.—Guarantee calculations.

168. We understand that the Department obtains from intex:e_st_ed
ainst loss when undertaking to provide facilitles
ons, and that the amount of the guarantee
th certain standard formul®. In this con-
ability .of maintaining separate com-

parties a guarantee against
under unremunerative conditl
is caleunlated in accord;mc(z] \:-]1 cer

jon, we have considered the desir 121
;ee(;té;)al’accounts for each unit of departmental activity such as a postf gfﬁce,
local telephone system or a single trunk telephone line. The 1ilfse mtneis
of such accounts is obvious, but the cost would be very heavy, c1"10 a;
torether probibitive. We think, therefore, that the present arranafn(l’eg
uxfder whiech such caleulations are_made. as and when requlred,daccor ing 1 3
standard instruetions contained either in the departmental co 1es O{hlsts":lbze
separately for the occasici)n, is sa;mcfaf;ogémgi; ?fl(;getr;tealgs: i(l)l’ree ayears

{- has been asked. n

Aecﬁu}lta]i;siex?c?;}r?gt and loss accounts, on a simple plan, of small tele-
gi:nglzxec%anges opened‘ ander the orders of Heads of Circles. We desire
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to emphusise howeser that any standard method of aseertamng the res ilts
ot the working of an office, that mav have been laid down m the pas. or
mey be exolved 1n the future, should be reviewed at periodical nterials
¢ as to ensure that the Department does not undertahe to provide a nmiw
seruice or lease ont a part of its monopoly rights without full knowledge
or its fanczal 1mphications

F —General suggestions

160 The two cases dealt with m paragraphs 157 to 163 relating
respeetively to the rent for wites leased to rulways and to the apportion
ment of telegraph revenuc of heensed telegraph offices Mustrate the
diffiendties 1nd delavs that are Idely to occur m the settlement of clums
of one Department agarnst another if they are left to be se*tled by discus
siom 01 correspondence  This 15 not surprising as such claims are based
on cqlenlations which are, to say the least of a very intricate nature and
sometymes 'nvolve at some stage or other, certam assumptions which can be
made onlv on the judgment of the oflicers most conversant with the techm
cahities of the situation  On the other hand, the Department that 15 called
upon to meet an mereased claim naturally wants to <atisfy itself that “he
caleulations are fair Discussions maj thus go on mdefimtely while the
accounts suffer 1o accaracy We snggest that smtable machmery should
be devised for expedifing the final settlement of such eases For instance
1t may be arranged that both the Departments should state their sides of
the case and that the two statements should be submitted to an impartial
authority for adyudication We hasten to add however that the evidence
placed before us n respect of the two cases referred to does not i any
way lead us to think that the delav 1n the settlement has been caused bv the
Railway Department of the Government of India Our impression 15 that
the delay has been due to the complexity of the problem, and to the lony
time that has been taken to collect the data necessary for the caleulation

170 The services for which the Department recenves eredit from other
partics, 61 for which inter branch adjustments are made, are so nunierous
and their nature 1s so varied, that 1t was not possible for us, m the linnted
fime at our disposal, to assess the smtability of the particular rethods
employed for deterrmming the actual cost of each mdividual service or to
test the accuracy of the rates charged.

We bne however, exantned generally the principles underlymg the
methods acopted, and we find that they are both fair and correct Some
of the nietbeds were revised recently, others are, we understand, under reva
sion but there are yet many which were 1 existence several yeurs ago se,
before thie accounts of the Department were placed on a comm->reial basis
We are glad to note that the Department 1s alive to its respensibilities
the matter, but we would hke to emphasise the need for an early revision
of all such methods and formulae as were determned before 1925 when
the full mmplications of a commerciahised system of accounting were per-
Baps not reahised by the Department

171 We suggest further that defimte instructions shonld be issued
by Government and incorporated 1 one of the recogmsed codes, that a
proper proportion of charges of the following pature, shouid alwms be
melnded 1n every calcalation of cost or rate per umt, and .n deterrmmng
the lump sum emounts that may be due to the Department
rendered by 1t
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T. Supervision charges— '
¥ : . e
() Subordinate non-gazetted supervision.
(D) Gazetted supervision.
(r) Cirele office charges,
(@) Charees of the Direetorate.
(¢) Acconnts and audit charges.

Nort:~The ehnvees should be inclusive of the cost of leave whether ineurred
in the shape of pay of a leave reserve or otherwise, and a fair share of travelling
allowauece and contingeneics.

IT. Contribution for pension levied at the percentages fixed by the
Government Actuary for determining the contribution made by the Depart-
nient 1o general revenues.  The amount to be included in the cost ealenla-
tion should be bused on the pay of the staf” divectly engaged on the work,
as well as on the allocated share of the pay of supervising staif.

1. Recurring expenditure on buildings whether incurred in the
shape of rent paid by the Department to owners of buildings or as interest,
depreciation. maintenance charges and rates and taxes. The amount
chargeable in respeet of buildings should be so regulated as to cover the
cost of aecommodating the supervising establishments.

1V, Taterest, depreciation and maintenance in respeet of such assets,
other than buildings, as may be required in rendering the serviee.

The rate of interest should be fixed high enough to cover the amount
charged by Government on the capital outlay of the Department.

V' JMiscellaneous charges relating to Store-keeping inclusive of a
guitable wmount to cover normal incidental losses.

172, Finally we sugzest that the calculations should be reviewed
periodieally and revised to suit changing econditions of accounting and
administration, and that the Accountant General, Posts and Telegraphs
showld be consulted in and his eoncurrence obtained to, all revisions of the
smethods of determining the rates and amounts charged for various serviees,
and where necessary of the rates and amounts. It will be desirable to
jnelude insiruetions to this effect in one of the codes.
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' CHAPTER XVIO - N

Miscellaneons
A—R ties from Teleph ¢

173 We have considered the prapriety of the mclugon, m the com-
mercial accounts of the Telephone Braneh, of the rojalty recovered from
the lirepsed Telephone Compames 1 India  These are the Bem_al Tele-
pkone Comporation, Litd, operating i Caleutta, the Bombay Telephone
Compans, Litd, m Bombav, Ahmedabad and Karach: , the Madras Tele
phone Company, Ltd , 1 Madras , and the Ranzoon Telephone Companr,
Lid i Rungoon and Monlmem  Under clanse 3 (3) of the first sehedule
of the licerse granted to these companmes, the royalty payable to the Depart
ment 15 fized at five per cent on the gross amount of every sum of money
pad or pryeble to the licensees In respect, however, of telepbone wires
nhich ae situated bevond the lumts specfied in the hicense, a royalty of
six per cent, is payable The total amounts of these royaltiey recened
during the past few years were as follows —

Yem Bs
1923 24 263712
3921 25 240,284
1925 26 2931797
1926 27 3,09,434
18627.28 3,36,791
1928 29 363,041
1920 50 3,583,165

174 The only argument against the present practice of treating these
royallies a5 departmental revenue that we can think of 15 the conwideration
that this Tevenue 1S not derived from the employment of any capital asscts
of tle Department. The source of a rteceipt 1s not, however, the only
exiterion tor decidmg its allocation , and due weight must be given to the
prineiples wiieh regulate the accounts of commereial departments equally
with these of non commereial departments, to the declared policy govern-
Ing the pperations of the Department, and lastly, to the mherent nghts of
the Depariment to extend its operations a2od activities  From the stand-
pownt of geperal prineiples of accounting, we are of the opwnion that there
1s no other Department of Government with a better title to this revenue,
and our view 15 borne out by the prachice i the British Post Office the
aceounts of which 1t 18 understood, are credited with simlar revenue

As regards the second consideration, we mvite a referemee to the
declared policy of Government m respect of the working of the Depart-
went reproduced earher mn this Report Talung oto account the varous
stages of commerctal wnd educational development reached in the eountry,
1t 15 obvious that, in order to secure the acerual nerther of profit nor of
lcss on the whole of its activities, the Department must counterbalinee
gams of one land or 1n one area aganst losses of another nature or ineurred
in other places  As licenses to operate telephone svstems wonld Le songht
for by private compantes only for those areas where profits cat be secured,
for example, m Presudency towns and large centres of
LIIPT&Ph
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;)x:‘dl:x:i;\ it ]:f'o}l.mys that the grant of such licehses prevents the Dopart.
mont 3‘0n‘1 o’)iammg.the gains which it requires to counterbalance inevit.
ﬂ;OL“n‘sm]z;\ol other kimds or}m %os‘; profitable arcas. Trom this standpoint
Oyally represents merely the quid pro quo for the restraint ’
1o royalty A ¢ restraint placed
the operations of the Depariment. T -

Linstly, the grant of licenses is due either to a desire to avoid raising
large mnounts of ecapital or to encourage private enterprise. Neither of
thesa eonsiderations can, in our opinion, deiract from the inherent right
of the Dopartment ta treat these rayaltics as its departmental revenue,

B—Adjustment for *lags’ and ¢ threwforwards *.

.1‘75. The aceounts of a commereial coneern are based on *“ earnings
mcd‘ u (.v.rkm;r expenses . while those of Government are based on ¢ actual
receipts * and ‘¢ acetual payments . The reasons for the former practice
are :jxxx'!}' r.hvmn\;.. A trading or manufacturing concern is set up general-
Iy with the sole aim of making » profit and distributing it to its partners
or shareholders,  The personuel of the partuers or shareholders is liable to
chpnzp_ by demise of partners or transfer of shares, and it is therefore of
prime importanee to determine the actual profit and loss for each account-
ing period with exaetitude, so that each pariner or shareholder may receive
the full smoeunt of his profit or aceept responsibility for his share of the
loss during the period of his eonnection with the enterprise. TFurther, a
husiness concern is subject to taxation and is also subjeet to be wound up
at any time,

176. The adoption of the commerecial practice in the Posts and Tele-
graphs acconnts was considered at the time of commercialising {he aceounts.
Tt waus vealised that the conditions in a great Department of State cereated
for providing a public utility service are somewhat different. The making
of profit and the distribution thercof is not its primary funciion. In fact,
under the {erms of the policy governing its operations the Department is
preciuded from making a profit or from incurring a loss A cessation of
its operations is unlikely and so is the possibility of its being subjected to
taxation. 'Phe Profit and Loss account of such a Department partakes,
therefare. of the nature of a cost account designed to show whether the
Depariment is paying its way, or is a drag on the general eschequer and
concequently a burden on.the general tax-payer. It was accordingly held
by Gavernment that a rigoreus adoption of the commercial method of
treating receipts and disbursements in accounts is not necessary, that sueh
action i Jikely to involve expenditure incommensurate with the results
obtained. aud that an adjustment to allow for the divergencc between
 oarnings 7 and ** working expenses ”’ on the one side, and the actual
* and “* outwoings ”’ on the other, should be made only in

(43 3 :
neomings . ! !
& espenditure as are subjeet to violent

pespect of such items of receipts or
fluctuations from year to year.

177. Dased on these principles, the following changes werc adopted at
the time of the eommercialisation :—

(/) The stores and manufacture suspense aceounis were !:ransferred
{0 a capital head outside the revenue accounts of the Depart-

ment and of the Government of India.
(1) A depreciation fund as instituted to provide for renewals
" "and replacements as they fall due.
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() The annual charge for pensions was based not on the actnal
payments of 7 to retired employees 1 any part evlar
year but on the present worth caleulated on an setuamal
basis of the future pensions in respect of the service rer dered
m the year

We kave examnned the figures of varous classes of 1eceipts and
expenditure booked m the commercial accounts rommencing from 1st April
1925 and pave come to the concluswon that no further chanzes are neces
sary, at prescnt 1n order to allow for the divergence betve u cash and
acerued figures  We should add however that a demsion on 1 matter
hke this eannot hold true for all fame and we suggest that th  posthon
sh uld be evamned from tume to time to determine the necessitv or other
w13e of mahing symrlar adjustments m respeet of other classes of receipts or
expenciture

C—Cost of manufacture of and freight on stamps

178 One ttem of expenditure which seems to require partt ular atten
ton m this respect 1s the cost of wmnufacture of and rreight on stamps
and postel statinery  The viol nt flietuations that occurred in tle vears
192321 to 1925 26 were ineidental we understand to the 1 round on of
the old practice of obtaimng supphes from England and the commen
ment of the manufacture of stamps and stationery m the Secu=it Prmbny
Press at Vasik  Smmilar fluctnations n the next fonr years were dne to
the neeesnity for bmlding up adequate balanees of stamps n trers wes
This process 18 probably reachimng completon and m fu‘ure vears the
fluctuntions from vear to year will not be material  Neverthewss 1 stated
earher tins matter shonld recerse periodical attention

178 Ve observe also that the raho of the cost of mannfacture of and
frei ht ete, on stamps to the goss sales 1s very hgh  As 1 commereial
departoient interested m getting its surphes 1is cheaply as possible 1t
behoves the Departinent to keep a 1 een watch on anv tendency cither to an
merease 1 this £1t0 o* even to its stabilistion at the present uzh figure
Teith the steady fall in prices and the expansion of business 1 the Seenrity
Piess the 1atio between the cost of manufacture and the gross sale proceeds
should tend to £a1) and fall steadily Te be usefnl this serohiny must be
exereised svstematically from jear to year and we suggest thet smit
abls arrangement showld be w ade for obtamng the necessarv figures and
for their Teview by competent suthorities

D ~Cost Statisties

3180 A commererl acerunt supplemented by & system of accurate
stalwties 18 an andet of the loss or profit on the worling of an indi lual
branch of the Department It 1s alca of usc m the eaeching of extra
tagance and the preventron of the leakage of revenue and finaliv 1o
affords u elear mdication of the directions i which the ratss charged tor
servies provded by tte Department require amendment We have
examined the stetisties showing pereentage mereases of postal telegraph
&nd telepliove rates levied at present compared with those cnarged n 1914,
n‘nd al<o the effect of these on the volume of traffic as distingusshed trom

- g se some of the statisties pub+
As a result, we have resch
‘ nt collects a large amount of
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statistical information relating to various descriptions of traffie, full usé
of these statistics is not made in the revision of rates, in the tapping of
new sourees of revenue and in ascertaining the remunerativeness or other-
wise of a particular unit or branch of the Department. In order that the
Departiaent might reap the full benefits of a commercialised system of
accounting end of its statisties, we consider that adequate action should be
taken to revise the standard methods of costing for the more important
services 1endered by the Department to the public and of the statistics
themselves,

181, .\ suitable system of cost statistics would be useful in dealing
with improvements in the pay and allowances of the staff. It is an accept-
ed principle that in a commercial department the rate of pay to be given
to particular individuals or classes of employees should have a direct rela-
tion to the kind and quality of the work for which they are engaged, and
to the remuucrativeness of that work to the Department. In the absence
of a proper ** costing '’ system, it is not unlikely that greater weight may
sometimes be given, when dealing with proposals for revisions of pay, to
considcerations of a geueral character, ¢.g., rate of pay sanctioned for staff
with similar qualifications employed in other Departents or vecruited in
particular localities, cte,, than would be warranted if due consideration
was given to the remunerativeness or otherwise of the nature of the work
on which the stail would be employed.
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CHAPTER XIX

, I
¥ and R d

182 The prinewpal conclusions reached and recommendahions made by
us are now summarised

(1) Tre “lives’ of vamous classes of assets as fixed by the Chiet
Enepeer for ealeulatmg the depreciated value of fixed assets on Ist Apeil
192> and for calenlating fature depreeiaton are wnappropriate and
generally underestimated The average Iives and residual salues should
be fixed as shown 1 Appendix 1 (Paragraphs 38 and 40 )

{12, The estimates of unespied Iives made at the time of the valuation
In respect oI assets of which the date of construction {or last reconstrue
t1on) was rot known were based on the expected lives fixed Lv the Chief
Fugineer A< the latter are to be revised the former shonld also be
changed part possu and the acerued depreciation on Ist Apiil 19% re
calenlated  The amount of acerued depreeiation on Ist April 1925 shonld
be redneed from Rs 90985728 to Rs 82535096 (Paragraph 56 )

(n1) (e The decisions fo write down the value of fixed assets bv the
amount 0% acerned deprectation to therr depreciated value on lst Apml
192> end to finance reconstructions partly by making advances “earimg
warrent rates of interest have imposed an unfair burden on the finances
of the Department  (Paragraph 70 )

(b) The mstitution of a Sinkang Fund to provade for deirecintion
acer ung ufter Ist April 1920 1n preference to a straight line depieciation
fund was probably sanetioned under a msapprehension of the comparative
net cost of the two methods (Paragraph 73}

{¢) The use of one method for calculating and providing for irrears
of depreerntion on 1st April 1920 and another for depreeiation acerutn,
after that date has led to complications with a habilitv of mistakes occur
ring m the accounts  (Paragraphs 65 and 75 )

(d) We recommend (paragraphs 71 and 74) that

(1) The 1mtia} eamtal account of the Department shoull b- fixed at
the amount at char.e on 31st Varch 1925 as shown m the
Iynance and Revenue Accounts for that vear less
Rs 12983517 which w1s written off as representng errors
m acconnting and value of as ets lost or abandoned ecte  As
<hown 1 paragr tph 26 the amount will be Rs 2053 62337

(2) The Department shonld pay interest on the full amnunt of the
«apital at charge at 33202 per cent jer annum m respeet of
ontlay meurred up to the tear 191617 wmclusne and at
varyimg rates on outlay m subsequent years (Parigraph
71)

.

13} The Depreciation Fund of the Department should be mstituted
vith an mtial openine balance of hs 82033096 hemg the
amount of the accrued depreeration on 1ot Ayl 1925 (Parn
graph 71 )
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statistical information relating to various deseriptions -of traffie, full use
of these statistics is not made in the revision of rates, in the tapping of
new sources of revenue and in ascertaining the remunerativeness or other-
wise of & particular unit or branch of the Department. In order that the
Department might reap the full benefits of a commerecialised system of
accounting znd of its statistics, we consider that adequate action should be
taken to revise the standard methods of costing for the more important
serviees 1endered by the Department to the public and of the statistics
themseives,

161, A suitable system of cost statistics would be useful in dealing
with improvements in the pay and allowances of the staff. It is an aceept-
ed prineiple that in a commercial department the rate of pay to be given
to particulur individuals or classes of employees should have a direct rela-
tion to the kind and quality of the work for which they are engaged, and
to the remuuerativeness of that work to the Department. In the absence
of a proper ** costing ' system, it is not unlikely that greater weight may
sometimes be given, when dealing with proposals for revisions of pay, to
constierutions of a general character, ¢.g., rate of pay sanctioned for staff
with sumilur qualifications employed in other Departments or reeruited in
particular loealities, ete.,, than would be warranted if due consideration
was given to the remunerativeness or otherwise of the nature of the work
on whieh 1fie staif would be employed.
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CHAPTER XIX

Conel and R dat

182 The principal conclusions reached 1nd recommendaiions made by
us are NOW summarised

(+} The ‘ hives * of varous classes of assets as fixed by the (el
Enzineer for caleulating the depreciated value of fixed assets on 1st Aprl
182> and for caleulating future depreciation are mappropmate and
generally underestimated The average lives and residnal values should
be fined as shown 1 Appendix 1 (Paragraphs 38 and 40)

(1, The estimates of unexpited Iives made at the time of the valuation
in respect of assets of which the date of construction (or last reconstrue
ton) was rot known vere based on the expected lives fixed Ly the Chxf
Fuemeer A< the latter are to be revised the former should also be
chauged part passu, apd the acerued depreuation on lst ipul 1925 e
calewtated  The emount of acerued deprectatwon on lst April 1822 shonld
be rednced fiom Rs 90985728 to Rs 82535096 (Paragraph 56 )

() (&) The decisions to write down the value of fixed assets, by the
amount of accrued depreciahion to ther depreciated value on 1st April
1920 tnd to finance reconstructions partly by maling advances hearing
wuirreny 14iss of interest bave ymposed an unfair burden on the finances
of the Departmaent  (Paragraph 70 )

(b) The mstitution of a Sinhing Fund to provide for depreciition
agermng aiter 1st April 1925 1 preference to a straizht hne deeciation
fund was probably sanetioned under a misappreh of the five
net cost of the two methods (Paragraph 73)

{¢) "he use of one method for caleulating and providing for irrears
of depreeintion on 1st April 1925 and another for depreciation acerwiny,
after that date has led to compheations with a hability of mustakes oceur
ring in the accounts  (Paragraphs 65 and 75 )

(d) We recornmend (paragraphs 71 and 74) that

(1) The imtia) capital aecount of the Department shounld b= Ssel 5t
the mmount at charge on 31st March 1925 as <hewn an The
Tinance and Revenue Accounts for that wemr I
Rs 12983517 which was written off as represes—am ¢
m aecounting and value of ascets Jost or aband Q0. -‘:“_:\
<hown m paragraph 26 the amount will be Rs 2007 72

(2) The Department should pay interest on fhe “ull z=e L=~
vapital at charge at 3 3252 per eent. por grmmm T SN .
outly 1oeurred up to the vear 191737 ES
\arying rates on outlay m sghweraer T e ey
1y

.

{3} The Depreaiztion Fund of the Dzt » 70 ™ ™I™=e
vith an mttal opentogy b mnee 22 =TT 7
amaunt of the aecrued o=, = 27—
graph 71}

< —
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(4) The Depreeintion Tund shonld be worked i i
' : ted on the straight
1‘hetlmd retrospeetively from 1st April 1925 and intérlesthgg
the depreciation fund balanees should be eredited as the
revenue of the Depariment. (Paragraph 71.)

N.A~The net effeet of the changes recommended at items (d) (2) and (4) on

the coxmm"rmnl resulls of working would be to inerease the loss acenmulsted in the
years ending 1020-30 Ly Rs, 15,20,084,

(70} Interest on capital is correetly included in the Profit and Loss
accound, rrespeetive of the source from which the eapital outlay teas
finaneed, (Paragraph 82.) . '

(») During the five years 192526 to 1929-30, ihe rate of interest
allowed on the assets of the Depreciation Fund has been considerably lower
than  charged on the capital outlay (incurred affer 1916-17). Tn
equity the two rates should always he equal ; and we suggest that Govern-
ment eonsider the question of giving retrospeetive effeet to the equality in
rates,  If the equality in rates adopted in the Revised Estimates for 1930-
31 had existed from Ist April 1925, the effect of the changes stated at items
(07 (d: (2) to (4) above would have been 1o increase the revenue of the
Department, for the five years ending 1929-30 by Rs. 62,46,420. . (Dara-
eraph 863

(v1) The rules for allocation of expenditure between working expenses
and renewale and veplacements are very complicated, and tend to throw
an unnecessary and unjustified burden on the annual working expenses.
They should be simplified and revised to meet the requirements of a straight
line deprecintion fund. The entire cost, irrvespective of its amount, of
renewing a unit asset should be eharged to renewals and replacements (i.e.,
depreeintion fund). The present practice of transferring a portion of the
annual maintenance charges {o renewals and replacements will probably
still be necossary and should be continued thercfore until experience has
been gathered of the working of the new rules. (Chapter VI and para-
graph 75.)

vrii) The inclusion, in the Stores Snspense seetion of ‘the commereial
accounts instituted from lIst April 1925, of the book value of all slores, a
considerable portion of whieh was immediately afterwards found to be
either unservieeable or borne at too high a rate has reacted to the disadvant-
awe of the commereial results of working in two ways. Departmental work-
ing expenses had to meet. in the five years ending with 1929-30, a total loss
of Rs. 27,35.643 incurred in the disposal of unserweeablp materials au.d
writing down inflated values. It had also to meet the interest on this
amount from 1st April 1925 1o the various dates of disposal. As these
stores must have accumulated over a long period before the commercialisa-
fion of accounts the commercial accounts have been vitiated. (Paragraph
30.) ’

(viii) The prineiple of the grant of a rebate or the levy of a surcharge,
as the case nvay be, in respect of interest on the net profit or nft ‘loss on the
working of the commercial branches of the Department 1§.e§c.015ﬁ . ?ole
neeessary, however, that losses that may be m(;urred by the I;:zzauénen A
its non-comuercial activities or on special services which the qga;{' fcuen 38
called upon to render below cost should be left gutsgftac%%uilt in determ
ing the amount liable to surcharge. (Paragraphs &7 to oJ.
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(1z) () Pension 1s of the nature of deferred pay and an amount to
cover this hability caleulated on a proper actnarial basis 1s therefore cor-
reetly melnded 1n the Profit and Lioss account (Paragraph 95 )

(BY The formula adopted for calculating the annual charge, in the
revised estimate for 1930 31 and the bndget estimate 1931 32, 1 82 per
cent of the total pay and leave salary of the pensionable estabbsliment ex-
cluding pav and allowances not countimg for pension Thig shonld be
1ednced to 7465 per cent with retrospective effeet from 192526 The som
of Rs 17,24 Y69 which has been eontmbuted by the Department n excess
of that 1equired by the formula, o the five years endmg 1929 30, should
br restored 1o the Department (Paragraph 109 )

(e} We recommend that a further mvestigation should he carried out
on the sumple plan outhined by us, withm the next few months, and the re
caleulated 1ate should be adopted for the future (Parqgraph 102 )

(Y We consider that a hypothetical pension fund account shouid be
martamed as from Ist April 1925, 1 order to check from time to tnne, the
continned accuracy and reliabihty of the percentages employed to deter-
mine the annual eontribution We have made suggestions as to how thig
&eeount should be opened and mamtamned (Paragraph 103 )

(£) (e) The formula used at present to determine the amount pavable
1o Local Governments and Administrations as thewr share of the revenne
from wnified stamps 1s unswitable and yelds resuits whien arc unfair to
the Posts and Telegraphs Department In our opmion 1t 15 imposable to
dednee any mathematical or statstieal method wlich will be fur alihe
toall picties  We recoramend that to secure a proper basis for caleulatng
these assignments 1 the future separate revenue stamps should be mntro-
aucel 29 a tamporarv measure for two or three years  The satio found to
subsist butween the actual sales of the separate revenue stamps and those
of postage stamps of corresponting yalues should be adopted as the basis
(Paragraph 124 )

(bs Dint) the first resnlts of the test become available the minor de-
fects mdieated 1t the report should be rectified (Paragraph 118 )

‘zt) The rates charged on land press telegrams are neither re-
munerative m their results nor eommercial in their pasis and the Depart-
ment mears « large annual loss on this traffic We recommend that the
Department should be re mbursed this loss as measared by the (stimated
savings wm working expense, ete, which would result 1f Uns trafiic was
abolished  Tn case it 15 found impossible to arrange for an actunl eredit to
the Department, the amount of loss should not be taken mto account when
determiming the amount of surcharge on the progressive loss on working
Tor the year 1929 30, the loss has been estimated at Rs 21,53,000 (Para-
graph 132)

(z1) The Posts and Telegraphs Department should recuive credit for
th e amownt o1 the duifference between the normal (publie) and concessional
terminsl cnarges, on foreign telegrams on State business ongmating or
terminating 1n India The annual loss meurred by the Department 1s
about Rs 71000 (Paragraph 138 )

(zm1) As the Round Table Conference has recommended that Posts
and Telegraphs should form a federal subjeet, the question of concessions
to Indian States 15 hikely to be discussed m full 1 the ymmediate future.
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We do not, therefore, recommend immediately either th

concessions already granted, or the allocatiozf of the co(;ts?)p%aﬁgye Ogtﬁgg
Department of Government. We suggest, however, that suitable stepg
shogld be taken to prevent the use of the serviee stamps granted free fgr
paying chsrges on telegrams, and that further concessions should no’t be
granted at the expense of the Posts and Telegraphs Department until the
constitutional issues have been settled (Paragraphs 142 and 143).

(@iv) The accounts of the Posts and Telegra

- : graphs Department should
be eredited with the amount of the extra expenditur?in%urred in main-
taining Departmental Telegraph Offices solely for the needs or convenience
of some other Department of Government (Paragraph 149).

(2v) We are of opinion that Telegraph Masters and Telegraphists
reeruited on the General Service scheme are not necessary for the work
of the Department. We recommend that at least further recruitment to
General Service should be stopped forthwith. We suggest the adoption of
a scheme whereby all Telegraph Masters and Telegraphists should be
employed in the future on a uniform scale of pay with Liability to transfer
ggﬁ;\aaymeut of extra remuneration for the period of transfer (Paragraph

).

(zv?) The elaim of the Posts and Telegraphs Department for revised
rentals for wires and apparatus supplied for nse by Railways and Canals,
and for a shave of the revenue from telegrams booked at Railway Tele-
graph Offices, should be settled expeditiously by mutual negotiation. If
the cases cannot he settled within a reasonable period, they should be
referred to an Arbitrator (Paragraphs 161 and 163).

(xviiy Suitable machinery should be devised for expediting the final
settiement of claims of one Department, against another (Paragraph 169).

(xr:11) A few suggestions have been made for reviewing the methods
in use for determining the cost of various services and for the maintenance
of a proper system of cost statistics. (Chapter XVII, Sections D, E aad
F and Chapter XVIIL)

183. In view of the faets that the accounts of the Posts and Tele-
graphs Department were placed on a commercial basis with effect from
1st April 1925, and that the Deparfment receives or pays rebate or sur-
charge on the accumulated profit or loss of its working from the same date,
we are of the opinion that full retrospective effect should be given to all
our recommendations summarised in the previous portion of this chapter.
Unless this is done it is impossible to obtain a true pieture of the com-
mercial results of the working of the Department as a whole. As a further
argument in support of our View that full retrospective effect should be
given to our recommendations, we would draw attention to the rule con-
fained in Article 215 (a) of the Account Code issued under the authority
of ‘the Government of India. While generally prohibiting the cqrreet}x{on
of errors in the annual accounts after the latter have been closed, it makes

ion i i d expenditure of
ception in respect of errors affecting ’phe revenue an
?llilffgen{b) G‘rovernmeﬁts, a eapital head outside If;he reve}xllue accouxtl}t,e orrgl;:
i i tment. For such errors, th
transactions of a cor_nmerelal Depar L orors, fhe xie
irects that a correctlon shoulgl be made as soon as i
Sc])f/i(;ed. Retrospective effeet 1s equa]ly justified on groun@s of eq;xtxi?;l.
Some of the changes in the accounting system.decxded upon in 001(11119 e
with the commercialisation were to a certain extent introduce y
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gradually For instance, the loss on the working of the non commercial
portion of the Wireless Branch of the Department was excluded n the
caleulation for surcharge for the first time 1n the accounts for 1928 29
Agam, as we have shown, there are still some instances of serviees render
ed, or of unremunerative expenditure imeurred by the Posts and Tele
graphs Department to and for the benefit of other Departments of Gov
ernment for which the Department does not recerve adequate credit In
the circumstances 1t would be unfair to penalise the Department by levy
mg a surcharge on the results ot accounts which have not been correetly
commercialised

184 The amounts of the Profit or Loss on the working of the Posts
and Telegraphs Department 1o the five years ending 192930 as they
appeared 1n the Finance and Revenue Accounts of the Government of
India are as follows —

Profit (-+) or Loss (—) since commerciaiisation as n the Finance and
FKevcnue Accounts

Year Dunngthe yesr  Cumulative result
Rs Rs
1925 26 37,03,280 7,03,280
1926 27 1024,962 47,28.242
192728 —26,15138 21,138,104
1928 29 —53 83,557 —32,70,453
1999 30 —62,44,531 —95,14,984

From tle total cumulative figure of Rs 9314 984 shown 1n the table
should be deducted a sum of Rs. 6 85697 being the Iosy on non-commereinl
activities of the Wireless Branch during 192930 The net loss on the
working of the Department aceumulated during the five years comes there-
fore to Rs 88 29,287

185 Qur investigations mn the matter as set out 1 this report lead us
to the conclusion that these figures are mideading We have acenrdingly
prepared « statement of the Profit or Liss for the v hole Department for
each of the five years ending 1923-20 and ths 15 attached ax Appendix 7
The recalenlated profits or losses are shorn belgy ——

Profit () or Losx (—) as reealeylate]

Year Danzy the year Cura ifatiye grvrisd
Tis T
1925-25 IRI320 “473,12%
1926.27 . 326571 A4M051
192723 —225614 21,12,127
192229 —A157522 2341293
19729 —BIATEG 2T

186 Thr method £l mmed 1 roteh sng §F 0 yosmfoy gat 1
be explained.  The mmedate hanze thot }n.?y;: :zz,s
IPPRANNZ I the publ s ad 2eerurts pvw g £ Mgy g

() The clovpe frm gpmy woess gmbn Syl s 4
to 22rer 3B 1het g2l lted sm 1y g
TALS gom oot p 2 {35 4 453
et ie a3 bt

Asd 2o gy
VIR TTS S 1

e R AT RN ]
wxal Korr g A
¥ 228 By wlery of the [y
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(1) The amounts debited to working expenses on account of the
losses incurred in the disposal of unserviceable stores held in
stock, and on aceount of the writing down of the value of
serviceable stores, have been omitted, but the consequent

saving 1n interest on stores balances has not been included.

(17) lnieé-::st has been charged on the original value of fixed
assets.

(v Credit lias been taken for the interest on the balances of the
fl‘cprfzc}n.ted fund to be operated on the straight line method.
T'he initial opening balance of the F'und has been taken to be
equal to _the acerued depreciation on 1st April 1925. The
rates of interest on depreciation fund balances are, however,

the same as were actually allowed by Government in the res
pective years,

(v) The enﬁro_ cost of reconstructions has been charged to the
depreciation fund account and consequently the capital ac-
count remains unafiected exeept for outlay on new assets.

187. Over and above the changes in the Profit and Loss account
shown in paragraph 186, further credits will also have to be taken for
various losses incurred for non-departmental reasons, in order to present
a true pieture of the results of commereial working. These modifications
cannot be included in the main accounts the final results of which are
given in paracraph 185, unless and until decisions are taken to provide
actual credits. They are shown in a statement appended to this Report
as Appendix 8. which has been prepared on the lines recommended by us
in paragraph 89. The effect of these modifications is to show the true
amount on which the Department should get a rebate or pay a surcharge
in respeet of inferest.

188. Taking these changes into account, the profit or loss in each of
the five years ending 1929-30 will e as shown below :—
}

Year. Profit (+) or Loss (—)
Rs.
1925-26 .. . . .. 60,98,000
1926-27 .. . .. .. 28,82,000
1927-28 .. .. .. .. 1,738,000
1928-29 .. .. .. .. —23,97,000
1929-30 .. .. .. .. —19,25,000

In our opinion these figures give the true picture of the working of
the Department in the past.
189. The correct amount of the cumulative commercial results of

i 48,31,000 as against
i he end of 1929-30 is thus a profit of Rs. 48,91,
:(;;:nrﬁ %I?st 2985,?14,984 shown in the Finance and Revenue Accounts.
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190 Adopting the figures of the latest budget estimates we have also
reconstrueted the Profit and Yioss account for the years 193031 and
1931 32 and the results are as follows —

Profit or Loss as Profit or Loss as
Year 1% appoars 1n the recalculated by ua
stimates
Rs Rs
1930 31 —1,36,36,000 -—1,16 12,000
1931 32 —1,41,19,000 ~—1,28,61,000

191 Taking mto account modifications similar to those referred to m
paragraph 187, the correct loss will be as follows —

Rs
1936 31 —79,8% 000
193132 —91 91,000

192 The figures given m the body of the Report and m the Appendices
represent, almost 1 all cases only the final results of detailed calculations
The latter have not been reproduced but files containing these detatled eal
culations will be submitted separately for record and reference

We regret that we were not able due to the shortness of the time at
our disposal, to get our calculations checked by the Aceountant General,
Posts and Telegraphs

193 It now remains for us to acknowledge the great advantage that
we have derrved from the information and adwice placed at our disposal
by the large number of witnesses, both non offcial and official We decire
to thank these gentlemen for all the trouble they undertook for our benefit
In partienlar our acknowledgments are due to the various Departments of
the Government of India, and to the officers at the headquarters of the
Posts and Telegraphs Department who have given us all the asmistance that
we required

194 It also gives us great pleasure before closing tis Report, to
place on record our appreciation of the valuable assistance which we have
received from our Secretary, Mr 8 P Varma Officating Financial
Adviser, Posts and Telegraphs who had, in additwn to discharge the
duties of the office which he holds But for Mr Varma’s indefatigable
energy, s detmled knowledge of the finaneal and accounting arrange
ments of the Posts and Telegraphs Department and his remarkable eapa
oty to marsbal and present facts and figures we should have found it
mpossible within the liuited time at our disposal, to complete our task
which was more onerous than was omginally antieipated

COWASJEE JEHANGIR (Jumor)
Dated the 23rd April 1931,

G EAULA
Dated the 21st May 1931 F T PRARSON

S P VARMA, ’

Secretary
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APPENDIX §
(Vide Crarrer X))
Servce Cards
A ~—For Postmen group.
1 Age at entry mio service qualifymg for pemstan inferzor or

superior

2 Seale of pay drawn ymmediately previous to promotion to the post-
men group

3 Length of service at the timue of substantive promotion to the post-
men group

N B-—Age sbould be taken as at the nearest birthday, 3¢, 6 montks and
over should be tsken as & year and periods less than 6 months should be
gnored

B~—For Head Postmen Group
1 Age at entry mto service gualifymg for pemsion, mfemor or
superior

2 Seale of pay drawn immediately previous to promotion to the post-
men group

3 Length of service at the time of substantive promotion to the post-
meh group

4 Length of pensionable ervice at the time of substantive promotion
1o the Head Postmen Group
5 Secale of pay after substantive promotion as Head Postmen

N.B—Age should be taken a3 at the nearest Wirthday, 1¢, & wonths and

over should be token as a year and periods less tham 6 mouths should be
1gnored

C ~—For Inspectors Group

1 Age at entry muo serviee quabfymg for pension, inferor o
Superior

2 Length of pensionable semviee at the tum
Impectors"’(}mup D e of promotion to the

A .B—Age should be taken as at the nearest birthda
¥ 2¢, G months and
over should be t b
—_— e taken as a year and pemods less than 6 months should be
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D.~—For men of higher non-gazetted rank promoted from the class of ‘
Inspectors. ‘

1. Age at entry into service qualifyi ) . .
superior. ! ying for pension, inferior or

2. Length of pensionable service at the tim i
Tnspectors: Gronp. e of promotion to the

3. Length of pensionable service at the time of substantive promotions
to the higher rank.

4. Scale of pay after substantive promotion to the higher rank.

N.B.—Age should be taken as at the nearest birthday, e, 6 months and
over should be taken as a year and periods less than 6 months should be
ignored. !

E~—For Gazetted Officers.

1. Age at entry into pensionable (superior) service.

2. Length of pensionable superior service at the time of substantive
promotion from non-gazetted to gazetted rank.

3. Scale of pay immediately previous to substantive promotion to
gazelted rank.

4. Length of pensionable (superior) service at the time of substan-
tive promotion from ecach gazetted rank to the next higher rank as shown

below.

N.B.—{1) Age should he taken as at nearest birthday, ¢.e., 6 months and over
should be taken as a year and periods less than 6 months should be ignored.

(2) The various ranks should be entered in the cards by the Dircct0r1General
of Dosts and Telegraphs, arranged from helow upwards, separalely for eaeh

recognised chain of promotion.
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APPENDIX 6
(Vide Craprer XVIL, Secrion B )

Copy of Resolutwon of the Guicrnment of India, Public Works Depart
Py of ment,g\o 203 30 I, dated 2nd May 1882

Tn the Re-olution of the 14th of November 1881, 1t was staled th it
“ the Goyernment of India 1s willmg and anxious to forward any sehtmv
for developing and faclitating commumecation by telegraph, so tar
ths ean be done without isl to the mterests of the general tax paymng
commumty , but m the mterests of that commumiy, 1t 15 essenhal that
the telegraph service should be self supportmg

9 Tn accordance with thiz Resolution, the attention of the Govern
ment of India has been dravn—

I to the relation wluth the railway telegraphs should bear to the
Impertal Telegraph System 1 so far as they may be per
mitted to be the carriers ot public messages , and

11 to tbe economy that must result 1 the combmation of the mam
tenance of the Government and rulway telegraphs when
ever practicable

3 The State Rayway Telegraph Liules of 1874 wete destgned —

Primardy —To make the ralway telegraph lmcs subsidiary and
auxiiary to the Government Tiuvk System , and as sueh,
they were allowed to rotamn certam shares of the receipts,
varymng i proporfion to the distances messages were earried

Secondurtty — o provide for the construction and maintenance by
the Government Telegraph Department, of 211 telegraph lmes
and apparatus which might be required by the State Rail
ways

4 The expenence of workmmg these rnles for over 7 years has shown
that, bowever justly they were designed on the principle of the division of
receipts varymng an proportion to wors such dufferential division has 1
prachice, catsed an amount of account keepung, not yustified by the sums
mvolved

5 'The Director General of ™ the shares
of recepts m favour of radwa - out of all
yroportion to the work done, an future all

telegrams should be regarded as appertamning to the Telegraph Depart-
Tent, on the pnineiple m foree 1 Fngland, by which railway telegraphs
act only as agents for the Government svstem, and recerve merely & fixed
commission for earrying each message

6 The Governor Generwl m Counarl, however, whilst admitty
ng th
foree of the Dhrector General’s qrgnmontq’and the L:qmtg af g prup%ml;
1 nevertheless desirons 1 the wntevest of the senders of tleprams that
1t

Taibwavs should be enconraged to ear
1 3y public {elegraphie mesenpes
£reat an extent 2y 15 compat, " ey

ible with the proper use of therr felo i
?{rt thg ﬁmmary vurpese of ralway trafie , and has thercfore dﬁgﬂpc:f
er duly considermng the present revenue of the Government TC]Egrﬂpl;
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Department, 1o waive the claims of the latter 1o a share of i

] nt, 1o : elaims of the receipts :
n the anticipation that any loss thereof will be more than compensatee(ipfgr’
by the effeet of the additional facilities thus given to the public. ’

U7 With ‘this object, and also to simplify account-keeping, to ensure
uniformity of procedure, and to develop telegraphic communication, it is
resolved— .

L to extend to canal telegraphs also, the privilege of carrying
telegraphie messages for the general publie ;

1L, that in future, cvery railway or canal, or other duly licensed
telegraph office, at which a message may be tendered for
despateh, shall retain the value of the message it sends, ex-
cepting such amounts as have to be again disbursed nnder
the rales, for instanee, for reply paid, post registered mes-
saes, ete.;

ITI. that there shall be buf one public telegraph message system
throughout India, applicable to railway, canal or any other
{elegraphic system licensed to carry messages for the public ;
and

IV. to provide for cconomical maintenanee, the principle enunciated
in Resolution, Public Works Department, Nos. 125-28-T., of
the Jth March 1871, that the maintenance of Government
and railway telegraphs, should be combined and vested in
the Telegraph Department whenever practicable, is re-
affirmed. and is now extended to canal telegraphs.

8. The acecompanying set of rules, piz.—

I. General Rules relating to the conduct of all Electric Telegraphs
licensed under the Telegraph Act to transmit ‘‘ Pald mes-
sages ’? for the public ;

II. Rules relating to the provision and maintenance of Electric
Telegraphs, for 1the use of railways and canals,

are therefore published, and are to come into force on 1st of January

1883.



APPENDIX 7
Profit or Loss on the working of the Posts and Telegraphs Department
Jor the years 1925 26 fo 1929 30 as shoun n Finance and Revenue
Atcounts and as reconstructed,

(Vide Craprrr XI1X)
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APPEN

Profit or Loss on ithe working of ithe Posts and Telegraphs Department

£

and as

(Vide Cnsp

1925.26. 1926.27.
Ag shown Asre- As shown As re.
in ¥. &. R. | constructed.| in F. & B. | constructed,
aceounts. Accounts.
Receipts. Rs. Rs. Rs. Rs,
A. Postage Message Revenue ~8,03;22,S§)6 ' 8,03,22,896 | 8,23,98,486 | 8,23,98,480
B. Miscellaneous Revenue .. | 2,18,14,646 | 2,18,14,646 | 2,29,05,498 2,29,05,498
Interest earned on Depreciation Fun e 37,84,233 o 32,72,584
halances,
Total Receipts 10,21,37,542 | 10,59,21,775 10,63,03,984 | 10,85,76,668
Expenditure,
C. Direction .o . . 13,506,876 13,56,876 14,49,887 14,49,887
. Accounts and Audit . 30,37,957 30,37,957 82,39,843 32,39,843
B. Traffic Control 33.50,870 | 33,50,870 | 35,00,412 | © 3500412
F. Engineering expenses .. .. 63,36,351 59,36,992 70,29,5620 05,07,632
G. Pensionary Charges .. . 49,389,048 45,78,008 | 50,02,805 { 47,44,749
H. Stamps, Post Caxds, ete. 5,006,635 506,635 | 14,983,045 | 14,93,045
1. Stationery and Printing 16,52,271 16,52,271 29,03,361 22,03,321
J. Postal expenses . | 5,581,064 | 5,58,91,964 | 5,86,61,854 | 5,80,61854
K. Telegraph Traffic .. | 1,48,06,581 | 1,48,06,581 | 1,47,75,302 1,47,7;,337
L. Radio expenses .. . 5,99,285 5,099,265 1,82,307 7,82,30
c 5 16,12,558 | 16,12,658
M. Telephone expenses .. . 15,74,445 15,74,445 ,12, 1358713
N. Provision for depreciation 31,30,657 41,98,309 30,05,142 490,
-
9,663
Total (Gross) working espenses.. | 9,73,32,920 9,75,01,073 | 10,27,56,126 10,33,0
-
5,86,008
0. Deduct Credits to Working ox- 35,37,119 | 8537,119 | 36,86,093 36,60,
enses. 570
Net ”I\)Vorking expenses .. | 9,37,95,801 | 9,40,53,954 9:20,70;833 g'gg'ggigw
Interest on Capital Outlay .. 46,38,461 | 79,984,101 0;»3(1)’ oo 210313
Interest on Accumu(llated Profit (—) or . s —2,01, o
t £ ious year. 8,4
pogar ) o end ol provIoW I | g segr | 7os0n | 5208989 | 84
I I S
- - 80, 40,037
£,34,262 | 10,20,48,055 | 10,42,79,022 | 10,80
ToraL EXPENDITORE . &gf;gg 283 48.73.720 10,24,962 5,36,631
Net Proﬁt(+) . .. v LAt
Loss (—) 1 S
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for the years 192526 10 1929-30 as shown in Finance and Revene Accounis

reconsirucied, , . .
rer XIX.)
1927-28. 1928.29. 1929-30.
'
As shown Asre. As shown Aste As shown Asre-
T.& R, | constructed. | mF. &R constructed, | mF. &R, constructed.
Accounts. Accounts, Acconnts.

Ta. Rs. Rs. Ra. Ra. Ra.
84768396 | 847,683261 B5U06182 ) 850.96,182 | 88180492 | 83180402
23502750 | 23502720 | 24369128 ] 24369120 | 24760141 | 247,609,141

.. 33,08,601 - 97,65,830 .- 44,035,432
10,82,71,048 | 11,16,60,647 11,03,65,308 | 11,41,31,138 | 11,29,49,838 | 11,73,65,065
'
16,00,808 16,09,808 16,186,071 16,16,071 14,13,849 14,13,849
32,51,685 22,51,585 93,98,292 3398.232 5,12,567 35,12,687
+34,65,515 24,85,515 36,61,459 38,61,459 39,18,090 39,18,000
£3,60,581 72,13,482 5,09,716 71,69,023 77,60,971 74,33,367
50,03,606 49,657,620 58,32,343 52,76,165 60,34,881 55,17,689
19,78,635 10,78,636 23,36,730 23,365,739 20,46,807 20,46,807
24,81,693 24,81,693 27,99,952 27,909,052 27,32,921 27,32,921
6,19,01,248 6,19,01,248 6,57,81,606 6,67,81,666 6,85,51,440 6,85,51,440
1 52,95 280 | 152,95,289 | 1,54,98045 |  1,54,98945 | 15552,268 | 1,55.52,288
991,720 9,91,720 9,77,165 9,717,165 11,02,404 31,02,404
00 18,25,100 20,23,603 20,23,893 21,80,196 21,80,106
3275454 45,1839 33,47,935 48,75,079 33,6345 48,02,794
10941924 | 100180080 | (146,3008 | LLAORLLTE | TLALRAAZL | LLRTRGIZ
40,96,144 40,96,144 51,30,174 51,30,174 55,53,664 £6,53,064
105353180} 10,53,03,841 | 10,94,83,732 | 10,99 M 00.: 11,26,16,175 |  11,32,10,728
57,87,38¢ 88,00,692 63,84,10 03,828 64,04,328 03,38,184
~2,54,330 —2,97,212 ~1,18,968 —1,19, 003 1,73,661 1,54,149
53,33,004 85,72,320 62,065,133 92,43,861 66,77,089 94,02,233
—]
-~
110386184 ) 11,30,66,101 | 13,07.48,885 | 11,91,47,8688| 11,9,
—WAZ13Y  —22,00,614 | ~5I8IHHT )  ~—50,16,128
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APPENDIX T—contd.

Profit or Loss on the workin
' S g of the Posts and Telegr
shown in R. E. 1930-31 end B. E. 1931-32 a:g)gf Iz'sec-?;s’}i’:g:g s

(Vide Crarter XIX.)

R. E, 1930-31. B. E, 1931.32
Asshown in As .
Asshownin
R.E. . As
E. 1930-31. |reconstructed. | B.E.1931-32.] reconstructed.
Receipte. Rs. Rs. Rs. Rs,

s. Postage nnd  Message
Revenue .. .

Ve 8,23,48,000 8,23,48,000 8,36,30,000 8,36,30,000

B. Miscellancous Reve-
nue .. .. 2,50,35,000 2 50,35 -

Interest earncd on Depre- > ,50,35,000 259,765,000 2,69,75,000
ciation Fund Balances 57,85,000 6068000
Total Recelpts .| 10,73,83,000] 11,31,68,000 ! 10,96,05000 | 11,66,68,000

Exjenditure.

C. Direction . 11,93,000 11.93

D. Accounts and Audit 36,37,000 36:371% éé»g-g’ggg %ég,%

E. Traffic Control 43,26,000 43.96.000 yady 199,

. . - - oo’y 44,90,000 44,90,000

F. Engineering Expenses . 76,89,000 74'34.000 2587000 312000

G. Pensionary Charges .. 62,29,000 56.85,000 209000 T o000

H. Stamps. Post Cards, ete. 18,59,000 18,659,000 19.40.000 19-40:000

1. Stationery and Printing 23,32,000 23,32.000 9782000 23’82:000

J. Postal EXprosce, 65775000 | 68773000 | 70330000 |  7.0530000

K. Telegruph Trafic 15000000 | 150,00,000 |  1,58,57,000 | 1,887,000

L. Radio Expenscs 11,01,000 11,01,000 11,10,000 11,19,000

L. Telegraph Expenses 23,11,000 23.11,000 24'61.000 24/61,000

X. Provision for deprecit- g
to - - 31,33,000 | 4831000 [ 2450000 | 50,0000
Working Expenses 1o
Epglond - - 7,569,000 7,569,000 7,563,000 7,63,000

R

Total (Gross) Working Ex- 11,92,61,000 12,01,50,000 12,07,36,000 12,24,80,000

enses.
0. Dpeduc: Credits to Work-
iﬂg ESPQDS&‘S b 58315)000 58;15;000 57,10,«)0 57,10,000
Net Working Expenses 11,34,36,000 |  11,43,35,000 11,50,26,000 11,67,80,000
Interest on Capital Qutlay 70,42,000 9.76,000 73,82,000 1,06,13,000
Interest on accumulated
Profit (—) or Loss (+)
to end of previous
year o . 5,41,000* 4,69,000% 13,16,000* 11,36,000%
v ___.———-—-__-‘—_‘
Total Interest . 75,83,000 1,04,45,000 86,983,000 1,17,49,000
o ——

Total Expenditure 12,01,19,000 12,47,80,000 12,37,24,000 12,85,."9,000
e —

Net Profit {(+4-) -~ —1,36,36,000 | —1,16,12,000 —1,41,19,600 —1,28,61,000

Loss(—) - .

*1ncludes abatement of 1
mmercial activities
exhibited in the Su

Tnterest on Non-Co
tat it has been seporately

aterest oo N on-Commercial zotivities of
of wireless branck has not b

bsidiary Statement.

wireless branch.
con deducted here
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