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ACCOUNT

SECTION I- INTRODUCTION- FUNCTIONS & ORGANISATION OF RAILWAY ACCOUNT & FINANCE DEPTT.

1.0. Introduction- Any Organisation be it business or non-business, private or public, small or big, exists for some purpose. In fulfilment of those objectives it has to indulge into a number of activities like organising & planning, production sales & marketing operations & maintenance, purchase & store keeping, personnel, public relations etc. All these activities require financial inputs and account is to be kept about inputs & outputs of these activities to judge their performance. Finance does not come free and it's cost has to be paid back along with the principal except in case of owner's capital. Therefore it is essential to know the results of organisational effects for achieving it's objectives and ensure that they confirm to expectations which there may be non-financial objectives. Every organisation has some financial objectives and whether these are being achieved or not is also be monitored. It is only possible when all the transaction are evaluated in terms of money and are recorded in a meaningful manner. The process of keeping these records is called "Accounting " and the department which does it is called accounts department. In technical sense, 'Account' may be defined as a statement of facts or transactions relating to money, or things having money value; and Accounting is the process of recording, summarizing and interpreting such statements. Indian Railways is a public sector organisation engaged in providing transport services to all. The corporate objective of IR is to provide quality transport services to the country at the least cost while maintaining the financial viability of the system. It means that it should be able to play major role in meeting the growing transport needs of the country both passenger & goods in today's expanding economy and it can not be done unless it expands realistically. At the same time it has to price its services in such a fashion that after meeting its all operational revenue expense it is left with surplus sufficient to replace its old assets to maintain the quality of service as well as expansion requirements are taken care of. This is a commercial orientation of its corporate objectives and it is not possible unless due caution is exercised while making investment decisions selecting new projects, adding assets, modernising assets and even incurring expense on day to day activities. Accordingly a full-fledged finance department has been provided on IR to advice Railway Administration on all matters involving Railway finance. Since IR is a Govt. undertaking, it's major decision are subject to control of parliament. It can not spend any money without approval of the parliament through Railway Budget. Therefore assisting Railway Administration in budgeting is also very important job of accounts department. 

2.0 FUNCTION The main task of Railway Accounts Department is to advice management on financial matters & maintain account in the prescribed proforma. A necessary part of this function is to scrutinize all transactions and bring to record only those transactions which are legitimately chargeable to Rly revenues. This function is known as "Internal Check". It is also the duty of the Accounts, department to settle all claims against the railways, arising out of those transactions which it finds to be legitimate and regular, promptly. 

The cost accounting is done particularly in the workshops of Indian Railways, where costs are collected separately for each item of work done. It is essential to control cost of each and also to decide the rates at which the shop manufactured items may be transferred to user departments and credit taken into workshop manufacturing suspense. 

Railway accounts department also renders management accounting service while supplying various information to management & carrying out its function of tendering financial advice. All managerial decisions regarding new investment and other proposals for fresh expenditure are taken only in the light of the financial advice given by the accounts department.

In short, the functions of accounts department may be summarized as under. (a) To check with reference to rules or orders (known as "Internal check") of transactions affecting the receipts and expenditure of railways; (b) To settle proper claims against the railways promptly. (c) Keeping the accounts of the railway in accordance with the prescribed rules; (d) Tendering, advice to the administration, whenever required or necessary in all matters involving railway finance in chiding budgeting & budget control. (e) Seeing that there are no financial irregularities in the transactions of the railway. (f) To play role of a management accountant. (For details please consult Accounts code Part-I) 3.0 ORGANISATION OF THE FINANCIAL AND ACCOUNTING FUNCTION 3.1 At the level of Railway Board. The most important land mark in the history of the financial administration on Railways in India was the appointment of the Financial Commissioner for Railways in April, 1923 with the sanction of the Secretary of State for India, as part of the scheme of reorganisation of the Railway Board as recommended by the Acworth Committee (1921). The declared object of this appointment was to secure, firstly, economy in the expenditure of public moneys, and secondly, the coordination of financial policy of the IR with the general financial policy of the Government of India. This was followed by the Separation Convention of 1924 by which Railway finances were separated from the General Finances of the Government of India. The Financial Commissioner, Railways is the professional head of the Railways Financial Organisation and represents the Government of India, Finance Department on the Railways Board. In his capacity as ex-officio Secretary to the Government of India in the Ministry of Railways in financial matters, he is vested with full powers of the Government of India to sanction Railway expenditure subject to the general control of the Finance Minister. This arrangement is intended to ensure that financial control over operations of the Railway Department is exercised from within the Organisation by an officer who shares with the Members of the Railway Board and the Chairman the managerial responsibility as a senior partner in the common enterprise of efficient and economic working of the Railway undertaking. In the event of a difference of opinion between the Financial Commissioner and other Members of the Board, the former has the right to refer the matter to the Finance Minister.

The finance commissioner is assisted by two additional members one for budget and other for finance. The accounting wing is headed by executive director (Account) who is assisted by one director (account) and other officials for supervising the accounting 

process on Indian Railways as well as dealing with draft paras. The finance branch has executive directors looking after finance, budget, land revenue, expenditure, lease and finance, stores, commercial and establishment finance. They are assisted by the officers are selection/JAG grade officers besides Dy. Director etc.

3.2 Zonal Railway HQ The Head of the Accounts department of a Zonal Railways is known as Financial Adviser and Chief Accounts Officer, abbreviated as FA&CAO. At his headquarters, he is helped by Financial Advisers (F&B and WST). In his finance functions of rendering financial advice with regard to Budget, Works, Tenders, creation of posts etc., he is assisted by Dy. Financing Advisors, SAO (Budget) etc. For discharging his accounting function with regard to workshop, Stores and Traffic, he is helped by FA&CAO (WST). Dy. Chief Accounts Officers are placed under the charge of FA&CAO (WST) for the respective areas of Workshop, Stores and Traffic, Accounts. Dy. CAO (TA) has a few officers such as SAO (T) & some AAOs in charge of local and foreign, goods and passenger traffic, traffic book and inspection of stations and miscellaneous matters pertaining to the earnings side of the Railway accounts. He has a number of Travelling Inspectors of Accounts (TIA) who are engaged in checking the records at the Stations. The main object of Traffic Account branch is to see- (1) That the person to whom the service in rendered pays the proper amount; (2) That the railway servants receiving payment correctly & promptly account for the same; and (3) That, if more than one railway renders the service the amount is properly distributed between them unless otherwise provided for any specific traffic. In addition, Dy. CAO (TA) also renders financial advice in regard to quoting special station-to-station rates, fixing handling & catering contracts, payment of claims for compensation against goods lost or damaged. Dy. CAO (S&W) is assisted generally by a Senior Accounts Officer in each major workshop and Sr. Account Officer (Stores) at headquarters level & AAOs who not only pass stores-suppliers' bills, but also get the stocks of Railway Stores in depots etc. verified at regular intervals through (ISAs) and Accounts Stock Verifiers (SVs). He has now been given one SAO/AAO (Inventory Control) also. The Stores accounts branch also checks accounts of receipts and issues by Stores depots and raises debits against offices to which stores were issued. In Workshops, operation of the incentive-bonus scheme, cost-accounting and comparison of unit-costs with standard costs are the major functions of Accounts branch. FA&CAO/G/Dy. CAO (G) helps the FA&CAO in administration and personnel management work of the department and supervises the work of AAOs in charge of administration, Establishment (Gazetted), Establishment (Non-Gazetted), Pension, Provident Fund etc. His other very important function is to provide professional guidance on behalf of the FA&CAO to Divisional Accounts Officers (some of these posts have recently been upgraded to Junior Administrative grades). He visits their offices for periodical inspections. Dy. FA&CAOs (Survey & Construction) help FA&CAO (Construction) in such of those areas where association of Finance and Accounts Officer is necessary such as survey of new lines to gauge their financial return, scrutiny of estimates and preparation of Works Programme, arranging disbursements for construction work and keeping detailed accounts 

therefore in Works Registers, Liability Registers etc. He is assisted by one or more Senior Accounts Officers (Construction) posted generally at project-sites & Accounts Officers. 3.3 Organisation at Divisional/Workshop Levels Divisional Accounts officers are the representatives of FA&CAO at the divisional level. The DAO/Sr. DAO is a mini FA&CAO and he combines in him the function of an accounts keeper as well as a financial adviser to Divisional Railways Managers of the Railway. He participates in the management at Divisional level through periodical meeting of Divisional Officers .He is aided by an Assistant Accounts Officers. Bulk of the Railway 's staff payment , work-contractor's payment and miscellaneous payment are arranged through divisional offices. Each DAO/Sr. DAO has a small inspection cell with the help of which offices of all functional deptts. in the Division are inspected on a programmed basis with a view to scrutinise the basis records that do not come to Account of Offices ,Indeed, DAOs and workshop Accounts offices constitute the basic edifice of accounting & financial advice of the Railways. 3.4 Organisation for Ancillary & Allied Functions. FA&CAO is in charge of the cash & pay Department also which is a sort of treasury branch of his office. At the headquarters level, FA&CAO has a Chief Cashier & pay Master; the letter is assisted by a few Divisional or Regional cashiers who receive the cash from stations etc, shroff it, and remit the same to the Reserve or State Bank or other nationalsed banks In each Division he has a Divisional paymaster aided by a large number of Pay Clerks who, accompanied by armed guards of RPF, take cash for disbursement of emoluments etc. to the Railways Stations and other places wherever a number of employees are posted. The compilation and Statistical work, which is akin and allied to that of accounts-keeping is also under FA&CAO. For this, he has a Statistical Officers. Likewise a Traffic Costing officer-who may be either from accounts or from commercial department, also works under FA&CAO. They produce periodical statistics of operations, workshop repairs, commercial results, stores transactions, etc. Computers on Indian Railways have been placed under FA&CAO's supervision largely because the work taken on computers is such which was, earlier being done manually in his offices e.g. check & compilation of Traffic Accounts, mechanisation of payroll., stores-accounts etc. For this work- each Computers installation has an Electronic Data processing Manager, Sr. system Analyst and Sr. Programmer. They are drawn from accounts, Stores and Traffic departments depending upon availability of computer-trained personnel. 4.0 Conclusions The above brief discussions shows that FA&CAO's office is closely associated with every step of a financial transaction of the Railways; these steps are:- n Advice regarding financial propriety and economic justification of proposals for expenditure or investments or earnings or budget. n Advice regarding selection of agency of work, supplies etc. n Cent per cent pre-audit (internal check) of all payments except where it is exempted. n Arranging disbursements through his Pay Masters. n Arranging collection of earnings & remittance into Govt. account. n Post check of paid vouchers, review of productivity of projects, Data processing of statistics etc. n Accounts keeping. n Sending required accounting and other returns to Railway Board.

Account Inspection of Executive Offices:

The Account Department has to check the records of Executive Offices to examine the accuracy of data on which claims or accounts returns have been based by the executive. Accounts Officer or the staff deputed to inspect an office should examine to ensure that the returns, vouchers etc. submitted to Accounts Office have been correctly prepared and agreed with the facts and that all initial records on which such returns, vouchers etc. are based have been maintained efficiently and in a way that they can be produced as reliable evidence in a court of law, if necessary.

Inspections are done in accordance with the programme of inspection which is drawn in advance and due notice of an inspection is given to the Head of the office which is proposed to be inspected. In drawing up this programme, due regard is given to the programme of inspection of Audit Department so that undue strain may not be placed on the Executive offices by the Accounts and Audit inspection taking place within a short interval and to avoid duplication. The following guidelines are kept in mind during such an inspection: (a) A detailed examination should be made to see that all the returns, bills, statement of accounts of one month, submitted to the account office, tally in full with the books and original records kept locally: (b) A test check should be made of the original records not submitted to the accounts office and all the accounts returns, vouchers etc. which cannot be checked adequately except on the spot, for the whole period since the last inspection either by accounts or audit; (c)A general review of the procedure relating to initial accounts of receipts and expenditure of cash and stores should be made with a view to making suggestions towards the elimination of the useless returns, redundancy of these accounts and wasteful methods. All irregularities and objections noticed during the course of inspection should be noted down and inspecting officer should discuss these points with the Head of the office inspected, as far as practicable, on the spot. Only those points should be allowed to remain about which the inspecting officer is not satisfied that there has been no irregularity or objectionable features. Only such points should find a place in the inspection report.

Inspection Report - At the conclusion of an inspection, an inspection report should be prepared embodying all irregularities and objections for which no satisfactory explanations are forthcoming. It should be prepared in two parts- Part I should contain objections of major importance only and all other objections of minor anture should be kept in Part II.

Account inspection report part I should be prepared in quadruplicate. One copy is retained in accounts office as an office copy and 3 copies are sent to the immediate superior or the officer whose office was inspected with a request that 2 copies may be forwarded to the Head of the 

office inspected for remarks. The latter should return one copy with as complete a reply as possible through his immediate superior to the Inspecting Officer. Before forwarding replies, the immediate superior should satisfy himself that they are correct and complete and where necessary should have them amended or amplified to avoid further correspondence. The remarks of the executive officer should be serutinised and further action, that may be necessary, taken under the orders of the Accounts Officer. Care should be taken to see that all irregularities are removed and the report closed as soon as possible.

Account inspection report part II should be made in duplicate, one copy should be retained as office copy in the accounts office and the other sent direct to the officer-in-charge of the office inspected with the request that irregularities pointed out may be regularised and the recurrence of such irregularities guarded against. The officer-in-charge of the office inspected need not return the report with his remarks. He should give suitable remarks as to the action taken by him against each. The inspection sections are available at Divisional/Workshop, Zonal headquarters and Railway Board level. They issue separate inspection report as per procedure indicated above and might take help of subordinate account officers in quick finalisation these reports and for taking corrective measures. Also the inspection are carried out by the general account inspection, stock verification and station inspection branches separately. The stock verification and inspection of store accounts is done by stock verifiers and inspectors of store account (ISAs) and station inspection by inspector of station accounts or traveling inspector of accounts (TIAs). The inspection is these areas are done as per extent instructions/guidelines available (Store code for stock verification and account code part II for station inspection). Zonal railway have framed their own local manuals of inspections in the respective areas. 

Statutory Audit The Comptroller and Auditor General of India is the final audit authority in India,. His functions and powers are derived in the main from articles 149 to 151 of the Constitutions of India. The Comptroller and Auditor General is responsible for the audit of the accounts of Indian Railways but has no responsibility for the compilation of such accounts. The form in which the accounts of the Indian Railways should be kept and changes in accounts classification affecting the recording of expenditure in the Finance and Revenue accounts of the Government of India are however, subject to his approval. He may also require such compiled accounts to be submitted to him as are required to enable him to carry out his statutory obligations. In all matters relating to the Audit of Railway Accounts, the Comptroller and Auditor General of India is assisted by the Additional Deputy Comptroller and Auditor General (Railways). Subordinate to the Additional Deputy Comptroller and Auditor General (Railway Wing) are the Principal Directors of Audit of Zonal Railways. It is the duty of these officers to audit the accounts of the Indian Railways. The responsibility of the Principal Director of Audit for the audit of the accounts briefly is as follows: (a) It extends, in respect of expenditure transactions, to all expenditure inb the concerned Railway: (b) In respect of receipts, it includes receipts of Indian Railways, whether under construction or open to traffic, including receipts relating to accounts of manufacture; 

(a) It includes stores and stock accounts to the extent prescribed by the Comptroller and Auditor General of India.

Object of Statutory Audit The main object of audit is to ensure that the system of accounts used by the internal check authority is correct, that the method of check applied at every stage of the accounts is sufficient, that the accounts are maintained and the checks applied with due accuracy and that arrangements exists in the accounts offices to ensure attention to the financial interests of the railways on the part of all concerned. This object is generally secured by a percentage check to be applied to the vouchers and connected accounts records of the Accounts Office and by inspection on the spot, of initial records and documents in the offices in which the transactions originate. Accounts Officers should afford all facilities to Audit Officers in the discharge of their audit duties.

Position of the comptroller and auditor general The Constitution has installed the comptroller and Auditor General as a high independent statutory authority, who has his own judgment to look to and who is not guided from outside. He is the one dignitary who sees on behalf of the Legislatures that the expenses voted by them are not exceeded or varied and that the money expended was legally available for and applicable to the purpose or purpose to which it has been applied. Nothing can fetter his discretion or judgment in any manner as to matters which he may bring to the notice of the Legislatures in the discharge of his duties. He is placed beyond the political & party influences of the day. For the purpose of securing the highest standards of financial integrity of the administration and watching the interest of the tax payer and also for purposes of legislative control over the entire executive Government and its officers, articles 148 of the Constitution provides that the Comptroller and Auditor General shall be appointed by the President under his hand and seal and shall only be removed from office in like manner and on the like ground as a Judge of the Supreme 

Court. It also provides that he would not be eligible for any other office either under the Government of India or the Government of any State and that the administrative expenses of his office, including all salaries, allowances and pensions payable to or in respect of persons serving in that office, shall be charged upon the Consolidated Fund of India.

Article 149-151 of the Constitution envisages the Parliament to regulate the duties of the Comptroller & Audit General of India. Accordingly, the CAG's Act has been in force from December 1971 by which the Audit department is to audit all expenditure, receipts & accounts of Stores and stock. Most of the dealing of the audit objections are done through the Accounts offices. The scope of audit check pertains to- (a) Regularity audit- audit of adherence to rules and orders. (b) Audit against propriety- wisdom of orders and procedures.. (c) Efficiency audit- the efficiency of performance and optimum utilization of resources.. Communication for Audit Audit department during their inspection of executive department (including account) detect certain irregularities. If the head of the office is not able to offer satisfactory clarification, it issues objections in form of audit notes (Part I & II), audit inspection reports (Part I & II), special letters and draft paras as the case may be. Remarks on the audit inspection reports and audit notes or special letters should be sent to the Divisional Audit Officers/ Director of Audit as soon as possible showing clearly the action taken thereon. Record of references from audit should be kept and reviewed periodically to ensure their prompt disposal. The connected record on which objections have been raised should not be destroyed till the objections are settled. In case of disagreement between the accounts and the audit offices, the matter should be referred to the GM and if question is one of accounts procedures, the matter should be referred to the Railway Board. When making such a reference the Accounts Officers should send a verbatim of the Audit Officers objections and statement of his own view. Audit also issue Part I & Part II report. The audit inspection report Part I are closed by audit after getting remark of the executive after acceptance of account. The objections in Part II reports are closed by accounts departments themselves after considering the remarks of the executive department/action taken by them. Similarly audit note part I are closed by audit and part II by account department themselves. Audit raises important issues through special letters and draft paras. 

Draft Paras Audit department submits to the Public Accounts Committee of Parliament, an annual Railway Audit Report and is free to mention in this report any matter, which are proposed for inclusion in the railway audit report, are called Draft Paras. The paragraphs in dispute are normally finalised after discussion with the Railway Board.

Procedure for dealing with the Draft Paras When the Director of Audit proposes the inclusion of any particular case in the Railway Audit Report, he sends the copy of his provisional draft para to the FA&CAO for obtaining acceptance of Railway administration. Within 6 weeks of the receipt of the draft para, the railway administration should complete the verification of the facts and after 

proper scrutiny send a reply to the Director of Audit. If the railway administration feels that some material modifications are required in respect of the factual portion of the proposed audit para, this should be settled by personal discussion between the FA&CAO or the departmental officer concerned with the Director of Audit so that the facts may be represented correctly and impartially. The relevant papers etc. should be placed at the disposal of the Director of Audit, even at the initial stage of the examination of a draft para. Executive Director (Accounts) Railway Board process the Board's approval to the reply to be given to PDA of the Zonal Railway. A copy of all accepted draft para should also be sent to the Railway Board together with such supplementary information as the Board should have in their possession to enable them to place the point of view of the railway administration before the Public Accounts Committee.

In general, the accounts officer and the administrative authority concerned should frame their replies to the communications received from Audit in close collaboration with each other so that the information given to the audit may be an authoritative statements of facts on behalf of the railway administration and there may be no possibility of any dispute at a later stage. For details please consult finance code Part I

. Frauds and losses Any organisation may have losses due to intentional or unintentional activities. All cases of losses must be examined and corrective action be taken to avoid reoccurrence of such events in future. Indian Railway has also many such situations therefore all cases of losses, through theft, fraud, embezzlement or any other irregularity, should be reported immediately on discovery, to the head of office, division or the department as the case may be, and in serious cases, to the General Manager also. Copies of report should also be sent at the same time to FA&CAO, who should in turn forward a copy to the Director of Audit.

Responsibility : According to standards of financial propriety (Finance code Part I), every public official is expected to exercise the same caution and vigilance in respect of public expenditure and funds as a prudent person will exercise over his own money. Therefore, every railway servant should realise fully and clearly that he will be held responsible personally, for any loss sustained by government through fraud or negligence on his part of any other railway servant to the extent it may be shown that he contributed to the loss by his own action or negligence.

Report : A loss of cash, stores or any other property of the government may be brought to the notice of either the Accounts Officer by his Inspectors or the executive officer concerned. Any one of them, who is informed of the loss in the first instant, should immediately inform the other and the Accounts Officer should also inform the Audit Officer, statutory audit. The Accounts Officer, when informing the executive officer should ask for a proper investigation of the case. Petty cases, involving losses not exceeding Rs 500/ each need not be reported to FA&CAO and Director of Audit.

Report to Railway Board: Every important case involving loss of cash, stores or property, whether caused as a result of fraud, negligence, or caused purely by accidents such as fire etc. should be brought to the notice of the Railway Board, as soon as possible by the GM and a copy of the report should be endorsed to Director of Audit through FA&CAO. Such a report should always be made for all losses exceeding Rs 25,000/- each. For losses involving a lesser amount, such report to Railway Board may not be made unless the case presents unusual features or reveals serious defects in procedure. The General Manager's report should clearly bring out the following: (a) The amount involved and recovered. (b) The Modus operandi of the fraud, theft, etc. (c) The nature of checks which caught to have been exercised under any rule or order and which were omitted thereby facilitating the fraud. (d) Whether the procedure in force is ineffective in preventing such frauds if so, what modifications are suggested therein. (e) Disciplinary action taken against the officials/outside fault and the adequacy of such action. (f) Whether the FA&CAO agrees to the report submitted. In case of disagreement FA&CAO's views should be reported verbatim to the Board.

Investigations - The administrative authority concerned should expeditiously pursue the investigation of the loss, with the help of an Accounts Officer, if need be. The Accounts 

Officer should make available all such records and vouchers as may be required for the inquiry.

If the investigation involves complex accounting matter, the FA&CAO should be asked to nominate an expert Accounts Officer to help the administrative authority in unraveling the fraud. Thereafter, the administrative authority and the Accounts authority will be personally responsible, within their respective spheres, for the expeditious conduct of the inquiry. In all cases, which involve a reasonable suspicion of fraud or any other criminal offense a prosecution should be attempted, unless there is legal advice to the contrary. The reasons for not attempting prosecution should be put on record in all cases of contrary advice. In any case, competent legal advice should be taken as soon as the possibility of recourse to judicial process emerges. In cases of loss due to delinquency of subordinate staff, where is appears that this has been facilitated by laxity of supervision, the supervising officer should so be called strictly to account and his personal liability in the matter should be carefully examined.

Recoveries and other punishment : If responsibility can be fixed on any railway official (s), the question of enforcing recovery should always be considered along with other penalties. In particular, if the loss has occurred through fraud, every endeavor should be made to recover the whole amount from the guilty persons and the supervision officer at fault (if any) may properly be panalised either by requiring him to make good in money a sufficient proportion of the loss or by reduction or stoppages of his increments of pay. Even in cases of loss through carelessness, it should always be considered whether the value of loss should be recovered in full or up to the limit of the railway servant's capacity to pay.

In all cases, the railway servant's pecuniary liability should be decided not only on the circumstances of the case, but also the financial circumstances of the Railway servant. The penalty should not be such as to impair the future efficiency of the railway servant. Pension and Provident Fund Bonus of employees who retire during the course of an investigation against them, should be with held, as pension once sanctioned cannot be with held or reduced on account of misconduct before retirement. For this reason, it is very importance to avoid any delays in the inquiry and finish the same as early as possible. However the extant rules for withholding retirement dues should be followed otherwise railway may loss the case in court of law. It will be the duty of the administrative authority concerned to ensure that pension is not sanctioned and the PF bonus is not allowed to be withdrawn before either a conclusion is arrived at regarding the responsibility of the employee concerned or the sanctioning authority decides that the results of the investigation need not be awaited. Even if some employees held responsible for loss escapes punishment because of retirement, others held responsible in the same case and still in service, should not be allowed to escape on that justification. 

Question Bank Part-I-Function and structure of accounts deptt. (1) Financial objective of IR is-------------------------------------------------------- (2) Accounting may be defined as -------------------------------------------------- (3) All the major decisions of IR are subject to approval of ----------------------- (4) IR get power to spend money through---------------------------------- (5) Two main tasks of accounts deptt. are ---------------and ----------------------- (6) Internal checks means------------------------- (7) -----------settlement of --------claims is also the job of accounts deptt. (8) Job costing is done in ----------------------- on IR. (9) Five most important functions of accounts deptts are------------------------ (10) Accounts deptt. on IR is headed by------------------------ (11) Financial commissioner was first appointed in the year--------------------- (12) -------------Committee appointed in--------------recommended the seperation of railway finances from the general finances. (13) Two purpose behind appointment of FC were------------------------and---------- (14) In case of disagreement between FC and the Board Members/CRB , FC has right to refer case to ---------------- (15) Zonal/PU accounts deptt. is headed by----------------- (16) Pension section in FA&CAO office is under-------------------- (17) Traffic accounts is under----------------- (18) Statistical officer reports to ------------------- (19) Sr EDPM reports to--------------------- (20) Traffic Costing officers reports to--------------- (21) Cash and pay office is directly headed by------------ (22) Only a traffic office can become traffic costing officer ( true/false) (23) Only account officer can become statistical officer( true/false) Part-II Accounts inspection of executive office by account deptt. (24) Accounts conducts inspection of executive offices to ensure that---------------------- (25) Account inspections are conducted as pre planned and approved programme( True/false) (26) Accounts inspection sections are available in------------------------------- (27) Station inspections are normally done by--------------- (28) Store accounts and stock keeping is inspected by ---------------------------- (29) Accounts inspection report part I can be closed by executive officers by taking corrective measures. (true/false) (30) Accounts inspection report part II is closed by the audit deptt. (true/false) (31) The objection which deals with shortage/excess of stock is------------------ (32) Account inspection report part I is prepared in----------------copies. (33) Accounts and audit conduct simultaneous inspections (true/false). (34) Stock verification is done as per the provisions of ------------------- (35) Station accounts are inspected as per the guidelines available in---------------- Part-III-Statutory Audit (36) CAG means-------------------------------- (37) CAG derives his powers from-------------------------------- (38) Audit is responsible for audit of------------------------------ (39) The head of Zonal audit is------------------------------------ (40) Main purpose of audit is to ensure that-------------------------- (41) CAG can be removed in a manner prescribed for------------------- (42) Article-------------------prescribe for mode for his appointment. (43) Audit deals directly with the executive deptts. (true/false) (44) In case of disputes between audit and account the matter is referred to--------------- (45) Special letters can not be issued by the divisional audit officer. (true/false) (46) The annual audit report to parliament is examined by------------------------ (47) Draft paras are issued by Divisional Audit Officer (true/false) (48) Draft paras are issued by------------------------------- (49) Draft poaras are addressed to-------------------------- (50) Reply to draft para must be sent within-----------weeks. (51) The reply of draft para is to be approved by Railway Board. (true/false) (52) Draft para is issued in------------------copies. Part-IV-Fraud and loss (53) General managers report on loss should bring out---------------------------- (54) The responsibility for investigating the loss rests with------------------------ (55) Help of accounts can not be taken. (true/false) (56) Capacity of the staff responsible for loss should not come into way of effecting recovery. (true/false) (57) Railway servants have to follow the ----------------------------- while spending Govt. money.

ASPECTS OF BUDGETING IN PRIVATE SECTOR AND GOVERNMENT

1.PRIVATE SECTOR

1. Budgeting and scinetific Management

1.1. The increasing complexity of managerial problems has led to the development of certain managerial approaches, tools, techniques, and procedures generally referred to as sceintific management. One of the more important developments in scientific management in recent years is profit planning control (business budgeting). More and more, businessmen are coming to realise the importance of the formal planning and the dynamic control of operations.

1.2. The long-range goal of the business unit in a competitive and free economy is profit maximization . Therefore, the success or failure of a business enterprise is measured, to a large degree, in terms of profits. Keeping expenses below revenue is a never ending problem that increases in complexity as the size of the concern increases. Efficient conduct of operations involves careful planning, effective co-ordination, and dynamic control. In order to keep pace with the competition, modern management has found that it must chart its course in advance and must use appropriate techniques to assure control and coordination of operations. Following this approach, the attainment of managerial goals is more likely. This being so, scientific management has come to recognize profit planning and control as one of the more effective managerial tools or techniques. In a recent study of well-managed companies, researchers found that as per extent of the companies had detailed profit plands.

2. Budgeting and the functions of Management

2.1. The justification for budgeting is its potential service to management. Whereas accounting can be justified for reasons of public information, stockholders', rights, government reports and requirements, creditors' demands, and so on, budgeting is justifiable primarily for internal use. Therefore, a budget programme should result in definite and tangible benefits directly related to basic functions of management. How, then , is business budgeting related to the functions of management? Before attempting to answer this question, it is advisable to consider briefly the basic functions and needs of management.

2.2. With the exception of mass production methods and other technological advances, the evolution of scientific management is perhaps the most significant factor in the economic development. Scientific management does not involve a formalistic, highly complex system but is based rather upon the idea that a scientific approach-investigation, analysis, and decision making should be used to resolve managerial problems., Along with the development of scientific management there has been serious consideration of the basic functions of management. The basic functions indicated are:

i) Conceiving business opportunities ii) Planning iii) Executing iv) Controlling v) Appraising the planning, executing and controlling processes to improve future action, and vi) Co-ordination

3. Conceiving business opportunities

3.1. Scientific management recognizes a number of tools or techniques that may be used to assist management in accomplishing its basic functions. Some techniques are of more value than others. Some are adaptable only in specific situations, whereas others have a broad application. One of the latter techniques is business budgeting. A properly conceived and operated budget programme goes a long way toward accomplishing the basic function of planning and control.

Although the six functions overlap, each function is treated separately and related to a somewhat typical budget programme.

3.2. Businessmen and management specialists recognize the necessity to continuously and aggressively seek out opportunities to maximise products, new lines of endeavour, new or improved technology, and new ways of employing capital to increase the return on investment. This management function requires aggressive research and the initiative and originality to develop profitable ideas. A systematic profit planning programme tends to encourage activity in developing new proprietary ideas.

Planning

The planning function may be outlined as follows:-

1 Long-range planning-generally, planning that extends beyond one year; it may extend s beyond one year; it may extend upto twenty years in some respects.

a. Forecasting the business environment for the geographical and industrial areas in which the firm plans to operate. b. Establishing the broad objectives of the business-involves such objectives as types of products, marketing areas, profit objectives, return on investment objectives, and growth patterns.

c. Developing formal long-range plans-More and more firms are realising the importance of reducing certain long-range plans to writing, that is, to provide a quantification of such plans.

ii) Short-range planning-The annual profit plan(or planning budget) is generally viewed as the first year segment of the long-range plan. The annual profit plan is developed in considerable detail so as to provide a precise blueprint of management plans and policies as reflected in quantitative terms.

a Developing detailed plans and profit objectives. b Developing expenditure(cash and expenses) budgets within the framework of the plans and policies established. c Establishing definite standards of performance for individuals having supervisory responsibilities.

4.3 Planning involves the establishment of objectives and the organisation and work program(performance) required to attain them. Objectives involve both long and short range plans for the entire concern and for each of its sub-divisions . After basic planning is completed, it is necessary to organize the factors of production available to the concern in such a way that the planned results can be attained. As applied to budgeting, planning involves drawing up detailed plans(sub-budgets)related to such items as sales goals, advertising programs, production schedules, inventory levels, raw material programs, production schedules, inventory levels, raw material costs and requirements, expense limitations, research programs capital additions, financing plans, profits and return on investment.

4.4. The importance of bringing all members of management into the planning function cannot be over-emphasised. There are atleast three very basic principles involved. First, active participation of all managerial levels in shaping the desired goals and the plans for achieving them has a decidedly healthful effect on interest, enthusiasm, and morale. Such factors enhance esprit de corps and productivity benefits. Second, active participation by all members of management make them aware of how their particular functional spheres fit in the total operation and of the necessity for interdepartmental co-operation. Members of middle management can see how arbitraryments may create critical problems in other departments. Such decisions may, within this narrow scope, appear to be the most logical but their overall effect may actually be detrimental. Third, junior members of management, having participated in the planning function are adequately informed as to the future with respect to objectives, problems, and other considerations. Nothing is more discouraging and damaging to the morale of a lower level supervisor than to be "in the dark" about what is expected in the future. Under such circumstances(which are not un-common), lower supervisory personnel, too, find it almost impossible to make effective and adequate plans for departmental operations or to make day-to day decisions. These conditions can best be corrected by bringing all management levels into budget planning, preparation and operation.

4.5. There are certain planning fundamentals that have applicability in practically all profit planning endeavours. These fundamentals may be summarised as follows:-

i. Plans must be based upon a careful evaluation of external and internal factors affecting the future. ii Alternative courses of action should be developed and evaluated to the fullest extent possible iii Alternatives selected should be carefully drawn to express definite plans and objectives. iv. Plans should differentiate between long-term and immediate objectives and between general and specific objectives v Short range or immediate plans should constitute one segment of long-range plans. vi Plans should be formalised to the fullest extent practicable; they should be clear and comprehensive , set as simple as possible under the circumstances, plans should be expressed in financial and other appropriate terms. vii Plans and objectives should be drawn in terms of responsibilities and time; they should specify how, when, and who is responsible for carrying them out.

Viii Plans and objectives should be realistic, they should be attainable, yet should represent efficient activity. Ix Plans and objectives should be developed through participation by those responsible for their attainment. x Plans and objectives should be clearly understood and acceptable to those responsible for their attainment. xi Plans should be developed so as to facilitate control.

5. Executing

The executing function of management may be thought of as the action or activating phase. This function relates to all the actions taken to "start the wheels turning" in the enterprise ; it is inextricably related to the broad and significant areas of communication and motivation. The executing function is most effectively carried out when based upon definite and realistic plans.

5.2. Control may be defined simply as the action necessary to assure that objectives, plans,policies and standards are being achieved. Control pre-supposes that objectives, plans, policies and standards have been developed and communicated to those individuals having assigned responsibilities. Thus effective control must rest upon a fiorm foundation of managerial planning. The control function, in the broad sense, involves the processes of a) evaluating performance b) comparing actual performance with objectives, plans, policies, and standards c) analysing the deviations from such objectives, plans, policies, and standards, e) taking corrective action as a result of the analysis, e) following upto appraise the effectiveness of the corrective action and f) feeding information back to the planning process to improve future cycles.

5.3. There is a fundamental relationship between planning and control. Without effective planning there can be no effective control, and conversely, without effective control, planning is ineffective. "The better this planning is performed the better are management's chances to get effective control. This seems to be self-evident and is why management control cannot very easily be disassociated from planning.

5.4. A comprehensive budget program makes control possible in many ways; underlying these, however, is the comparison or measurement of actual performance against predetermined plans and objectives. This comparison extends to all areas of operation and to all subdivisions of the concern. From the point of view of methodology, it involves showing a) actual results b) budget accounts, and c) the differences (budget variations) between and a and b. This type of reporting is a sound application of the well recognized management principle referred to as the exception principle. As applied to this situation, the exception principle holds that top management should devote detailed attention chiefly to the unusual or exceptional items that appear in daily, weekly and monthly events, thereby leaving sufficient time for over all policy and planning considerations. It is the out-of-line items that need executive attention; the items that are not out of line need not be referred to management. In order to implement the exception principle, techniques and procedures must be adopted to call to the attention of top management the unusual or exceptional items only. The conventional accounting report presents a mass of figures with no provision for calling the attention to the unusual or exceptional items. On the other hand reports including a column in which meaningful deviations or variations are specifically set out immediately draw the attention of the reader to items that are significantly "out of line" . It is with these items that the busy executive should be presently concerned.

6. Control

6.1. The primary aspects of managerial control as related to profit planning and control may be outlined as follows:

i) There must be clearly defined lines of authority and responsibility. ii) There must be definite policies, objectives, plans and standards of performance. iii) There must be definite policies objectives, plans and standards of performance. iv) There must be enlightened and aggressive effort to attain or better the plans, objectives and standards-that is, a measurement of the effectiveness or control. v) There must be adequate reporting of actual performance consistent with the authority and responsibilities of those designated to carry out the plans and standards.

vi) There must be a comparison of actual results with the plans objectives, and standards-that is, a measurement of the effectiveness or control vii) There must be a careful analysis of deviations from plans and objectives and a determination of the causes. viii) There must be corrective action by persons having designated responsibilities to correct unsatisfactory performance. ix) There must be follow-up procedures to determine the effectiveness of the corrective action. x) There must be a feedback of basic information to provide a basis for improving future planning and control processes. 6.2. The planning, executing and controlling processes are rather complex and constitute a sort of cycle of managerial activities. Serious attention must be devoted to improving the cycle that is, new approaches, ideas, techniques, and view points must be evaluated, tested and where advisable adopted so that the management process may be continuously improved. Fundamental to improvement of the cycle of management functions is a) the feedback of data as regards the cycle and b) serious attention to improvement. Certainly development of effective management can never be static. Continuous change is typical; both the external environment and the internal characteristics of the firm are in a constant state of flux, necessitating constructive adaptation of the ways in which the management may most effectively accomplish its basic functions. 7. Motivation 7.1. Motivation involves the stimulation of one or more individuals to contribute their separate or joint efforts and skills effectively in accomplishing the tasks and overall objectives of the firm. This view of motivation is positive and implies realistic, known, and understandable objectives. 7.2. Effective management is directly related to motivation of individuals and group working together. Motivation of persons having supervisory responsibilities is accomplished through some identification of their personal interests through some identification of their personal interests with those of the enterprise. Financial incentives have been found to be one, but not the most important, element in motivation. Recognition of accomplishment, status, definite assignment of responsibilities, fairness in evaluation, and responsible participation in the decision-making process have been found to be especially important in motivating executives and supervisors. Undue pressure, loose organisational patterns, uncoordinated operations, lack of information, and poor communication are particularly detrimental to positive motivation. There are many avenues in developing positive motivation and reasonable identity of personal self interests with the objectives of the firm. A sound profit planning and control system, if understood and wisely used, can be significant aspect of motivation. Participation in the planning process, confidence in the measurement and evaluation process, improved communication and co-ordination, are among the more important motivational aspects of a budget program. 8. Communication 8.1. Communication involves a common understanding between two or more individuals or groups on a particular point. Obtaining a common understanding of all the policies, plans, objectives, directives, control actions, procedures, and related data is a central task of all managements. Communication is such an important facet of effective management that it should be given direct and continuous attention. Analysts have traced many of the most fundamental problems in the business unit to inadequate communication. The methods of communication useful in a firm are generally classified as oral, mechanical and written. The problem of precise communication so as to avoid misunderstanding calls for extreme care in the selection of communication media. Written policies, and formal organisational authority, and responsibility directives are generally essential. 8.2. A properly designed budget program significantly enhances two-way communication by creating both formal and informal communication channels. These channels are designed primarily to transmit ideas, plans, suggestions, and constructive comments during the process of building the profit plan, as well as to transmit information about the approved palns and reports on progress and action taken. The communication media normally used in the budget process are formal conferences, informal discussions, the formal profit plan itself(or parts thereof), and control reports, the significant aspect is that formal two-way communication channels are established as a basic part of the system. 9. Co-ordination 9.1. Co-ordination is the process whereby each sub-division of a concern works toward the common objective, with due regard for all other subdivisions, and with unity of effort. It means developing and maintaining the various activities within the concern in proper relationship to each other. Frequently one observes a lack of co-ordination when an aggressive department head expands his department out of proportion to others or bases decisions on the needs of his department only, although the decisions may implicate other departments and alter their effectiveness. For example, there must be very close co-ordination between the sales and production departments. Sales should not plan to sell more than production can make, and vice versa. There must be co-ordination at all organisational levels , an objective difficult for management to achieve in a large enterprise. 9.2. Comprehensive budgeting is especially appropriate for managerial use in the evaluation and selection of alternatives because an evaluation of the probable financial effects of each alternative is generally possible during the process of budget construction, using such procedures as budget summaries breakeven analysis, differential cost analyses, and return on-investment analyses. The process of building a budget covering a definite period in the future involves a whole series of management policy decisions, all of which must be consistent with the desired overall return-on-investment objective. Throughout the process of developing a co-ordinated plan of operations using budget procedures, management must tentatively approve definite courses of action relative to pricing, advertising capital additions, financing, research, new products, and so on. 10. Budgeting working capital 10.1. There are no simple rules to govern decisions concerning the amount of cash a firm should have on hand or on short call at a bank. Part of the difficulty is that such decisions involve management's subjective attitude to the risks ahead. The more cash that is on hand the more easily the company can meet its bills when they are due for payment. By carrying a quantity of cash or possessing securities at short call, the company is buying peace of mind. On the other hand, the more cash the company can invest or put to work within the business, the greater will be the profits it earns. However, if it does not retain a sufficient amount of liquidity, the company can lose the opportunities to take advantage of discounts, and, perhaps because of late payments, lose suppliers. Management must therefore balance liquidity with profitability. 10.2. There are three basic reasons why a company would wish to hold some of its assets in the form of cash or cash equivalent. These reasons, according to economic theory, are: the transaction motive, precaution, and the speculative motive. 10.3. The firm must be able to conduct its purchases and sales; and the management of this process involves an analysis of the flow of cash in and out of the firm. Any firm needs working capital whatever its form of manufacture. It is not just sufficient to acquire plant and machinery; a sum of working capital initially in the form of cash must be put aside to pay the wages, to buy materials, and to meet any other expenses. A product is manufactured, which has a value. The product might need to be placed in inventory, before it is eventually sold. If the sale is for credit, the company may have to wait some time before the cash is received. The cash cycle, the time that elapses between when the company pays its costs and when it receives the cash from sales, indicates the need for cash for transaction purposes. 10.4. It is impossible to forecast accurately the cash inflow and the cash outflows, and the less certain the predictions, the greater the balance that needs to be maintained as a precaution. The nearness of cash on short call will affect the amount that needs to be held for this purpose. If a large amount of securities or other assets can be converted into cash, within a day or two, the amount that needs to be held as a cash balance will be less. Some companies rely heavily on bank overdrafts as a source of finance. These companies can often offer as security assets which are easily convertible into cash at short notice. Some types of inventory are not very liquid and take time to convert into cash. Other inventories such as raw materials and commodities , can be quickly converted into cash and so can act as ideal security for short-term loans. There are, on occasions, institutional reasons why a company may have to maintain certain cash balances; it may be to satisfy the bank, by retaining the amount required as a float to keep the bank's goodwill. It may be written into certain credit arrangements or loan agreements that a balance should be maintained. The company may be expected to maintain agreed financial ratios to satisfy creditors or the bank, and this can necessitate adjusting the cash figure. The nearness of cash in the form of short-term securities or easily convertible investments will affect the amount of cash that needs to be held for precautionary purposes. 10.5. The explanation often given for holding cash is that any profitable opportunities that arise can be met immediately . This motive may be strong in the case of a company that exists primarily for speculative purposes. To hold cash or near cash has a cost-earnings that could have been obtained through using the funds elsewhere. The company has to ensure that the gains from the possible speculative opportunities are greater than the earnings, from normal investment opportunities. Undoubtedly companies do at certain times hold large cash balances, and on some occasions this could be due to possible speculative opportunities such as a takeover bid. the earnings, from normal investment opportunities. Often, however, a company can arrange to have other sources of funds near at hand should an opportunity arise. Only if there is no possibility of arranging any other form of finance need a firm decide whether the loss of earnings through holding cash is less than the probability of an opportunity arising and its resulting return. 10.6. Determining the amount of cash a firm needs at a point of time is a difficult matter. As already explained, if a firm has too little cash, it can be in liquidity difficulties: if it has too much cash it is missing opportunities to earn profits. The problem is to determine how much cash is too much. 10.7. The story is told that General Motors once held liquid assets(cash or near cash) of $2.3 billion. Good sense dictated that these sums of money put to use could earn quantities of interest and someone in the organisation was duly put in charge of the project. Ultimately he was handling more profits than would come from the sale of a vast number of cars. General Motors reduced the balance to near $1 billion. If this saving of $1.3 billion could earn 3 % interest after tax, it would mean additional profits of $ 39 million in a year; assuming of an average car, the profit was equivalent to that which could be earning on the sale of 78,000 cars. 10.8. This example obviously includes a number of assumptions, it is not meant to prove anything, but it does illustrate the importance of financial management. The company is not in business to make cars, it is in business to make money. This money can be earned not only through the manufacture of the products that it has chosen as its means of earning money, but through the management of all the assets it employees. Through its cash budgets, a company can decide on the funds it will have available for short term investment. 11. The advantage of budgeting 11.1. The preceding paragraphs indicate that the fundamental purpose of budgeting is that of assisting management in effectively accomplishing its basic functions, those of planning and control. These are rather broad aspect6s of profit planning. The more specific advantages of profit planning, in addition to those already discussed may be enumerated as follows:-

i) It forces early consideration of basic policies ii) It requires adequate and proper organisation that there is a definite assignment of responsibility for each function of the business. iii) It compels all members of management from the top down to participate in the establishment of goals. iv) It compels all members of departmental management to make plans in harmony with plans of other departments. v) It forces management to put down in cold figures what is necessary for satisfactory results . vi) It requires adequate and appropriate historical accounting data. vii) It compels management to plan for the most economical use of labour, material, facilities and capital. viii) It instills in all levels of management that habit of timely careful, and adequate consideration of all factors before reaching important decision. ix) It reduces cost by increasing the span of control, hence less supervisors are needed. x) it frees executives from many day-to-day internal problems through the media of predetermined policies and clear-cut-authority relationships thereby providing more executive time for planning and creative thinking. xi) It tends to remove the cloud of uncertainty that exists in many firms, among lower levels of management, relative to basic policies and objectives. xiii) It pinpoints efficiency or its lack. xiv) It forces management to give timely and adequate attention to the effect of the expected trend of general business conditions. xv) It forces a periodic self-analysis of the company. xvi) It aids in obtaining bank credit. xvii) It checks progress or lack of progress towards the objectives.

11.2. The potentials of profit planning and control are impressive; however, it should not be assumed that budgeting is foolproof or free of problems. Its problems and limitations are significant and it is imperative that those who consider using budget planning and control be aware of them.

12. Conclusion: The principal problems in profit planning are: a) gaining top management support, b) developing the sales budget, c) budget education in the firm, d) the development of realistic standards, e) achieving flexibility in budget II. Budgeting in Govt. In Government, it is common knowledge that the budget is not what it used to be. It used to be simply an annual presentation to the people's representatives of the financial outcome of the Government's stewardship of the public finances during the past year, together with any changes proposed for the coming year. As such it served a similar function of the presentation of a company's accounts to shareholders' meeting. But with the vastly expanded role of the Government in the economy during this century this earlier function of the budget has tended increasingly to be superseded by a much more general report on the state of the economy as a whole. The budget is now deliberately used as an instrument for effecting all sorts of changes in the general economic situation, and no single measure in it can be adequately analysed within the narrow framework of the budget accounts themselves. No taxes are simply to be regarded as for simply for lack of revenue. Every tax that is levied has repercussions upon the economy which need to be investigated and appraised, and the same is true of every item of expenditure. 2. If an item of expenditure is cut it is not, or ought not to be because the money to finance it is not forthcoming. For one thing, the Government is not constrained in its spending, as a private individual, by what it can earn, borrow or levy from others. The government can, if necessary, manufacture the money it needs, but even if it denied itself this liberty, its control cover the banking and credit mechanisms in the economy is such that it need never be frustrated in its borrowing in the way that a potential private borrower might be. Finally , the Government can almost always levy more taxes. It may not choose to do so, of course, if it considers that the consequences would be too harmful to the general welfare, but this is not the same as saying that the raising of more taxation is impossible. It may be impolitic, but that is simply to say that the benefits expected from the expenditure of the revenue are not considered sufficiently great to weigh the disadvantages entailed in raising it. The Govt. might then consider borrowing the money as an alternative and again it will have to weigh the pro's and con's as before. The Government therefore, has a real choice as to whether or not to balance its budget, and this choice will be based ( or could be based) on a cool calculation of advantage and disadvantage and not on dogma or prejudice . 3. The source of funds for the Government for long term strategy and short term financing are as under:-

Sources of Fund

Consolidated Fund Public Account

Direct Taxes Indirect Taxes Other Levies Internal debt External debt/aid Public deposits

4. While, in private sector, the ultimate goal of budgeting is profit maximisation, in the Government the goal is maximisation of benefits to achieve socio-economic objectives, so that the citizens of the country have a reasonable share of the national cake. The techniques of control, therefore, in the Government carry. The techniques of control in the Ministry of Finance would be quite different from that of, say, Ministry of Agriculture, or Ministry of education, depending on the varying objectives.

5. In this connection, it may not be out of place to mention what Prof. Myrdal has to say about the management in South and South East Asian countries, in his book "Asian Drama". He coined the word"soft state" . The soft state is one where "there is a dichotomy between ideals and reality, and even between enacted legislation and implementation. There is an unwillingness among the rulers to impose obligations on the governed and a corresponding unwillingness on their part to obey rules laid down by democratic procedures. The tendency is to use the carrot, not the stick. The level of social discipline is low compared with all western countries-not to mention communist countries.".

The relief that ideals are important but that their realisation must await a change of hear t has become the basis for nationalising the discrepancy between precept and practice. Even intellectuals for whom this thinking was not entirely convincing, nevertheless, acquiesed in it.

6. Asian Drama is perhaps the first serious work on Asian economy where Prof. Myrdal has seriously discussed controls. He said: In comparison with the developed .Western countries, the countries in south Asia relying very heavily on administrative discretionary controls as opposed to automatically applied non-discretionary controls". He also noted that although controls played a crucial role in the Indian economy, they were discussed in 'cavalier way' in the Five Year Plan of India. How controls led to rigidity red-tape, bureaucracy and corruption is discussed at length in volume II of Asian Drama in Chapter 19 entitled "Operational Controls over the private sector". Prof. Myrdal explained that controls and socialism were not the same thing. Controls created industrial zamindari. To quote Prof. Myrdal:

"We should first note that any system of administrative discretionary controls must tend to favour those who are already active in a field where permission of some sort is needed to continue or to expand production. All this tends to restrict competition, favor monopoly and pamper vested interests"

Now controls have become the most important stumbling block to increased production was explained Prof. Mydral in this moving paragraph.

"An odd situation is thus created. While everybody talks about the necessity of encouraging private enterprise, and while a great number of controls are instituted with this end in view, most officials have to devote most of their time and energy to limiting or stopiing enterprise. This is like driving a car with the accelerator pushed to the floor but the brakes on. The need for a wide range of negative discretionary controls and for placing so many of the positive controls on a discretionary basis is the large extent the result of applying excessive operational control With somewhat less encouragement, there would be less need for curtailment. The important point to stress is that encouraging private enterprise beyond practical limits makes necessary a gargantuan bureaucratic system of administrative discretionary controls to harness it"

Books suggested for further reading

1. Glenn A. Welsch Budgeting, Profit Planning and Control-Prentice-Hall, Inc. New Jersey 2. J.A.Scott,F.C.A.F.C.W.A .A.W.B.I.M Budgetary Control and Standard Costs-The practice of Accountancy as an aid to management-Sir Issac Pitman-Sons Ltd. 3 Sir Herbert Brittian The British Budgetary System-George Allen & Unwin Ltd 4 Alan Williams Public Finance and Budgetary Policy -George Allen & Unwin Ltd. 5 Harold Bierman Jr. Seymour Smidt The Capital Budgeting Decision-Collier-Macmillian Publishers 6 William E.Thomas Jr. Ph.D Readings in Cost Accounting Budgeting and Controlk-D.B. Taraporevala Sons& Co.Pvt. Ltd. 7 Reginald L.Jones and H.George Trentin Budgeting: Key to Planning and Control. Practical Guidelines for Managers American Management Association, Inc. 8 J.M.Samuels & G.M.Wilkes Management of Company Finance clerk, Dobe & Brendon Ltd; Plymouth, Great Britian

Budgeting on Railways

Budget is a statement of the estimated annual receipts and expenditure both on capital as well as Revenue transactions of an organisation. It is a process of planning and reviewing the activities of an organisation. Railwayhs, being a Government of India Department, receipts and payments of the system were merged in the General Budget of the government of India. As a result of the recommendations of the ACRworth Committee during 1920-21 it was decided to separate the finances of Railways from General finances with the object of securing stability for general revenues and to strengthen the Railways finances. This is generally known as "Separation Convention of 1924". Since, then the Railway Budget is submitted in advance of the General Budget. 

These statements are submitted to both the Houses of Parliament viz. Lok Sabha and Rajya Sabha. Railways are not run purely on commercial considerations. At the same time, as the finances of Railways are independent of the general finances, Governmental outlook cannot also be applied. The system of accounting adopted in Railways is such that the commercial as well as Government accountal is bridged.

The expenditure on Railways may be either voted or charged. The expenditure covered under the former categroy requires the approval of Parliament. In respect of charged expenditure, the sanction of the President is conveyed without being submitted for the vote of parliament. It is one of the means by which Parliamentary control on Railways is exercised. Parliament has got the powers to assent or to refuse to assent or to reduce the amount proposed by the Railways Ministry during the course of discussion on Railway Budget. Such powers are exercised through cut motions. The votable part of expenditure together with the charged appropriation are presented to Parliament in the form of Demands or Grants. As at present there are 16 demands for grants. These have been evolved over a period of years spreading over more than a century. The growing requirements, accountability to Parliament and also the changes in the accounting system have necessitated the review of the forms of Railway Budget from time to time . A) Prior to 1924: 25, the entire expenditure were divided into two categories only viz; Capital and Revenue. After separation of the Railway Finances from general Finances, as a result of recommendation of the separation convention the revenue, expenditure on Railways were required to be presented under 14 demands as follows:-

Demand No.1 Railway Board Demand No.2 Inspection Demand No.3 Audit Demand No.4 to 11 Revenue working expenses Demand No.12 Appropriation to reserve Fund Demand No0.14 Interest charges

The above change was brought into use as a result of the decision to divide the ordinary revenue working expenses into 8 functional abstracts, such abstract being further subdivided into 3 functional heads representing Administration. Repairs and Maintenance and operation. This system was found defective due to the form of initial accounting being different from the form in which the Demands for grants are submitted to Parliament for approval. Subsequently, during 1934-35 certain modifications were made in the Revenue abstracts. Similarly, in 19412-42 also certain changes were made. As a result of the recommendations of the task force set up in 1973 to analyse the Budgetary, accounting and management practices of the Railways restructure of demands for Grants and revision of accounting representing a specific activity or a group of homogeneous activity is first to be identified . This activiity is further to be analysed into various components such as wages, materials etc; going into the cost of the activity. There could be a direct relationship between the initial accounting and its consolidated presentation to Parliament in the form of Demand for Grants,. At the same time, the Demands for grants should present the accounting date in a simple and lucid manner. In restructuring the Demands for Grants, the following basic considerations were kept in mind.

A) The demand should represent a homogeneous activity controlled by a single departmental authority.

B) The Demand should equally correlate costs to results duly bringing out the variable and fixed items of costs and

C) The Demand should be equally balanced from the point of view of total expenditure. The above considerations could not be fully met due to certain practical restrictions such as 

i) The Railways being a Government undertakings a budgetary structure with an entirely commercial basis is too difficult to build up:

ii) Introduction of vital physical date being time consuming and, consequent delays in compilation and

iii) The system should be easier for the lower formations.

Ultimately, the task force recommended 16 Demands for Grants, groupel under 7 categories, viz;

GROUP NO. DEMANDS I. Policy Formulations and services common to all Railways 1 2 Railway Board II General Superintendence and services on Railways 3 General Superintendence & service on Railways III Repairs and Maintenance 4

5

6

7 Repairs and Maintenance of Way & Works Repairs and Maintenance of Motive Power Repairs and maintenance carriage & Wagons Repairs and Maintenance Plant and equipment IV Operations 8

9 10 Operating expenses-Rolling stock and equipment Operating Expenses-Traffic Operating expenses fuel V Staff Welfare and Retirement benefits and Misc 11 12 13

Staff Welfare and Amenities Misc. Working expenses P.F.Pension and other retirement benefits VI Railway funds Payments to General Revenues 14 15 Appropriation to Fund Dividend, Loan repayment and amortisation of over capitalisation VII Works expenditure 16 Assets, Acquisition, construction and replacement

Before explaining the peculiar features in respect of the existing Demands let us see the difficulties encountered in framing the Budget prior to 1978-79. As mentioned already there were 8 functional abstracts with 3 functional sub heads under each abstracts. For example, "Abstract A" represented maintenance of structural works and Abstract B represented maintenance and supply of Locomotive Power. Both the Abstracts had the sub heads Administration Repairs and Maintenance and operation. While the initial accounting was made under each Abstracts and also under the main heads, the Demands for Grants were presented to Parliament in a different manner viz. Demand No.4 was working Expenses "Administration" For this Demand the date is to be consolidated from all the Abstracts under Sub Head Administration" Similarly for repairs and Maintenance. " "So under this method, the initial accounts maintained cannot be presented to Parliament in the same fashion without a further consolidation. Similarly the executive Departments were also required to estimate their total expenditure under different demands, for purposes of budgeting and thereby resulting in experiencing much difficulty in controlling the expenditure. Now, by the restructuring of Demands, the above difficulties have been reduced though not completely eliminated. For example, in the present system, Demand No.4 represents Repairs and Maintenance of Way and Works . The entire demand relates to Engineering Brach except for the General superintendence and services all the other expenditure of the Engineering Department with regard to the Maintenance of Permanent way are accommodated under this grant and are also accounted accordingly in the accounts. Of course, the Engineering Branch has to budget separately for staff welfare and other amenities under Demand No.11, and for the Plant and equipment under Demand No.7. Though the4above functions are quite distinct for each grant, the technical and administrative control continued to be vested in the Civil Engineering Department. A further decentralization may not be healthy and the prime Orieterion should be the technical supervision and direction rather than the method of accounting and presentation of Budget. The traditional budgeting techniques normally taken into account the expenditure incurred in the previous year and provide for increments, escalation in cost of stores and the new programme if any without going much deeper into the physical targets set for each year of course, during the course of the year a constant review of these estimates is made through the medium of "August review" "Revised Estimate" and "February or Final Modifications" when the additional available information and data are made use of.

The budgeting as such should originate from the grass root level namely the lowest subordinate who is executing the physical work and as such he must have better knowledge about physical work and as such he must have better knowledge about accounting and budgeting. He is the right person to report to his immediate superiors and monetary effect of any changes to his immediate superiors the monetary effect of any changes in his day to day routine. Such data is collected from the various subordinates and then consolidated at sub divisional or divisional level to compare or to review with the statistical data to see how far the monetary terms reflected by the subordinate justifies the physical targets engisaged. It is the first stage where the middle management decisions are to be taken eighter to continue or to modify the existing way of working.

But the same concept may not be applicable in respect of works grant. Here the physical targets in respect of numerous works is the criterian for basic budgeting. The works may be at various stages, such as, some of them being in progress and some of them at the preliminary stage and some at the initial stage of planning. The availability of materials to complete the balance of work and other factors come in the way of budgeting which are to be sorted out are to be taken note of. Budgeting for works grant needs an indepth study in respect of each work invariably. Here again, subordinate incharge of individual works should be the grass root estimator. The information so collected should be consolidated and presented at the Divisional level. At the Divisional level the DRM is the Officer in-charge of budgeting having the over all control of the various branches in a division, He is assisted by a ADRM in framing and reviewing the Budget with the Association of Accounts Offices. This does not however absolve the HODs from the Budgetary responsibilities. The HODs are equally responsible as they are responsible for the physical targets efficiency of services. The various factors such as increase in cost of labour, the availability of materials, escalation in cost of stores and any new factors that got to increase or decrease the money allotted budgeting is to be made. Each and every new accounting new policy decision should be examined from the budgetary angle and the consequent modifications effected at the proper stage for budgetary reviews. A good estimator should take note of such development. Apart from recording the expenditure under various abstracts and detailed heads and sub-detailed heads representing a particular activity the component of such activity are further analysed under different units, called Primary units of expenditure. These primary unit-wise analysis enables easy assessment of fixed, semi variable and variable costs. Each demand is supported with specific annexures of physical performance to have better appreciation of the relationship between the cost and performance. 

The Budget documents comprise of the following: i) Book of Demands ii) Explanatory Memorandum iii) Works, Machinery and Rolling stock programme

There is a move to introduce progressively the concept of zero base budgeting in in Railway . Budgeting is done for each year while the planning is done for certain longer periods. As the very name implies, budgeting under this system for each year is done taking the base as zero. In other words the budgeting for each year is to be done from screatch. It does not mean that the present system adopted by Railways is insufficient or inefficient. It is only a means for improving the quality of budgeting rather than introduction of a new system of budgeting. Under this system each executive is to explain in greater detail the need for the money he has sought for. The main criterion for budgeting under this system is decision packages. Such decision packages are analyzed and in the order of priority. The provision required during the year are to be sought for an the basis of these priorities.

In the present set up the heading of each grant is self-explanatory. Yet an attempt is made here to bring out the scope of each grant together with the peculiar or special features involved in each.

Grant No.1 Revenue Railway Board: This grant is for expenditure on Railway Board. This grant is supported by details of expenditure on Group A & B establishments, Group B and C establishments and other charges together with the primary unit wise distribution. The amount received from the CPWD(Ministry of works Housing and supply) towards maintenance of Rail Bhavan are taken as Credits under this grant and are outside the scope of the demand.

Grant No.2 Miscellaneous expenditure: This grant cover expenditure of Surveys, RDSO, Railway Inspectorate attached to CBI, Statutory Audit, Share of net earnings payable to Branch lines etc. Survey expenses though accommodated initially under this grant are, however, written back to the appropriate head of account on completion of the projec.t

Grant No.3: General Superintendence and Services: This grant covers expenditure on the zonal Headquarters and Divisional Offices of the Railway Administration. Each Department of the Railway system such as General Management/Financial Management/material Management Rolling stock Management are detailed as sub heads of this grant. Commission charges recovered from the defence department for audit of warrants and credit notes connected with military traffic are taken as Credit outside the scope of the grant.

Grant No.4: Repairs and Maintenance of permanent way and Works: 

This grant covers expenditure on repairs and maintenance of permanent way assets such as track, other building and structres, as detailed in abstract B. The credits under this grant are for materials released from works changed to revenue and share freight charges ofn Railway materials. Aprart from the primary unitwise distribution of the amount, statistical data as to number of staff involved in each activity compared to the previous yuear separately under Group c and D are furnished. This grant is also supported with a statement of performance unit for major activities indicateing the No. of direct staff, equated Track KM in respect of P.Way maintenance, linear metres of waterway in respect of bridge work and square metres of plinth area in respect of service building etc.

Grant No.5: Repairs and Maintenance of Motive Power. This grant corresponds to Abstract C of the Revenue classification and covers expenditure on stand locomotives/Diesel locomotives/Electric Locomotives and rail car ferry services etc. In this Demand also the statement showing the No. of staff involved in respect of each activity separately for Group C and D compared with the previous year is attached. The performance units for expenditure in respect of this grant are engine holdings, POH and IOH and special repairs with the no. of direct staff involved.

Grant No.6: Reparis and Maintenance of carriages and wagons: This grant corresponds to Revenue Abstract D and covers expenditure on repairs and maintenance of carriage and wagons and EMU coaches. The running repairs and repairs in sick Lines periodical overhauls and other special repairs are distinctly exhibited for each category of stock. The staff statement as in grant nos.4 & 5 and also the performance units are presented as annexures to this grant.

Grant No.7: Repairs and Maintenance of plant and equipment: This corresponds to abstract E covering maintenance of all plant and equipment owned by all the branches of Railways such as Civil, Mechanical and Electrical and signalling staff statement and also the performance unit are shown as annexures. No. of machinery an No. of trains are the performance units in respect of this grant. 

Grant No.8: Operating expenses-rolling stock and equipment: This grant covers expenditure on the operating expenses of Mechanical, Signalling, Electrical and Tele-communication equipments including rolling stock. The credit under this Grant represent receipts from non-government railways , hire and haulage charges in respect of rolling stock and also cost of electrical energy charges recovered. As usual, share of credit for freight charges on Railway materials also form part of the credit.

Grant No.9: Operating expenses: Traffic . This grant caters for expenditure on traffic oeprating and traffic commercial departments. Claims organisation are, however, excluded from the scope of the Demand and are accommodated under grant No.12.

Misc. Expenses on conference hire and penalty charges on interchanged stock as well as inter-railway financial adjustments relating to rolling stock are covered in this grant. The performance units for this grant are no. of trains, shunting engines hours and train kms.

Grant No.10 Operating Expenses Fuel : This demand covers expenditure on coal, fuel oil for loco purposes and electric energy charges for traction purposes. Freight, handling charges including fueling of engines, sales tax, excise duty and cess on coal are also accommodated under this grant. Credits on account of sales of cinder and coal ashes and credits on account of inspection charges on coal are the recoveries under this demand, over and above the freight charges on railway stores and coal as appearing under Demand No. 5 to 8. This demand is supported with the performance statement showing gross tonne kms for passenger, goods and shunting engine in respect of steam and diesel separately. The staff statement is also sent as an annexure as in other grants.

Demand No. 11. : Staff welfare and Amenities 

This demand covers the expenditure on educational, medical facilities, health and welfare services, other staff amenities such as canteens etc., maintenance and improvement of railway colonies, staff quarters and other welfare buildings. The cost of released materials and also grants-in-aid to railway schools received from state govt. and fees collected are taken as credits or recoveries under this grant. The performance units for this grant are no. of students, no. of employees, plinth area of residential and welfare buildings.

Demand No. 12 : Misc. Working Expenses

This demand caters to expenditure on security branch and compensation claims for goods loss or damaged and also payments arising out of Workmen's Compensation Act and catering. Apart from the above, this demand takes into account the transactions under the Suspense head " Demand Payable" and " Misc. Advances Revenue" while the budgeting in respect of the final heads as well as MAR are made for gross debits, in respect of "Demands payable" the provision is made for the "Net" only viz. undischarged liability pertaining to a year. The amounts recouped from Accident Compensation Safety and passenger amenities fund are as credits or recoveries under this grant.

Demand No. 13 : Provident Fund, Pension and Other Retirement Benefits

Retirement benefits covered under this demand may be categorised as i. items met out of pension fund and ii. payments of gratuities and other contribution to provident fund. Out of these, the payment in respect of pension is met out of "Pension Fund" and the amount recouped from this fund are shown as credit under this grant. The other payments of gratuities and contribution to PF are met out off revenue.

Demand No. 14 : Deals with appreciation to DRF, Pension Fund, Development Fund, and capital fund. Appropriations are made out of revenue. Appropriation to DRF is divided into various branches the railway system such as Engg., Mech., Sig, etc.

Demand No. 15 : Deals with dividends to General revenue, repayment of loan taken from general revenue and amortization of over capitalisation. This demand covers grants to states in lieu of passenger fare tax also.

Demand No. 16 : Assets : Acquisition, construction and replacement

This grant is otherwise known as "Works Grant". This grant caters to the expenditure on acquisition of new assets, construction of new lines, replacements and renewals of the existing assets. The finances for this assets are met either through "Capital" otherwise known as loans obtained from the General Exchequer or internal resources of Railway system namely the Depreciation, Reserve fund, Development fund and capital fund. It may not be out of place to mention here that the items included in this grant are finalised long before the presentation of budget during February. During Aug-Sep every year, the works, machinery and plant programme to be executed during the next following financial year is suggested by the individual Railways to Rly. Board in the form of preliminary works programme. This programme is generally divided into 3 categories namely, works in progress, new works and works clearly sanctioned not to be commenced. The individual works, the estimated cost thereof, the actual outlay to end of the previous year, the outlay proposed for the budget year in question and the balance of funds to complete the work are the details furnished in this programme. After a preliminary examination at the Railway Board's level, the individual railways are call for a detailed discussion and the items to be included are finally decide and this document is known as "final works programme".

This final works programme will be the basis for the preparation of budget estimate figures in respect of this grant. In the case of Revenue Grants, budget estimate together with the revised estimate for the current year and the budget estimate for the ensuing year are exhibited, but it is not the case with this grant. Here the budget estimate figures are decided in advance through the medium of works programme. The revised estimate figures for the current year are only advised.

Apart from the source of finance, this grant exhibits the expenditure under different plan heads as decided by the Planning Commission. These plan heads comprise of Final Heads of Accounts, such as New lines, Gauge Conversion, Doublings, Trraffice Facilities etc., and also the Suspense heads such as Stores Suspense, Manufacture Suspense and Misc. Advances Capital. While in the case of Final heads, the Gross Expenditure during the year is the criteria for budget purposes, the credits or recoveries, representing the value of stores released are taken outside the scope of grant. But the Suspense heads have some peculiar features in them. The figures of debits and credits, in other works, Receipts and Issues are separately budgeted under all the suspense heads. The credits or the issues, include an element of work done for the various final heads within the same grant. They are normally known as " Issues within the demand" and are exhibited as "Deduct Entry" under each suspense heads and the vote of parliament is obtained in the gross debits less the deduct entry. The object behind this mechanism is to avoid double voting inherent in the system of budgeting under suspense. This peculiar features should not be lost sight of. The vote of parliament is obtained as far as this grant is concerned for the gross debits under the final heads and the gross debits excluding issues within the demand. Reapproriation from one source of finance to other is not permitted. Similarly the reappropriation funds from among the plan heads, for which funds are allotted after a detailed ad thorough examination by the planning commission, such as new lines, track renewals, doublings, restoration of dismantled lines, etc., are also not permitted. This grant is supported by an annexure showing statewise investments in road services. In respect of works expenditure there are only 10 primary units.

Budgetory exercise is a concurrent one spread over throughout the year, watching the progress of expenditure against the allotment. When once the Railway Budget is voted by Parliament, Budget allotments under each grant pertaining to each Railway is communicated by Railway Board through an advice known as Budget Order. During August, a review is conducted of the performance done by individual railways bringing out the modifications necessary in the allotments already made consequent on the trend of performance noticed then. This is known as August Review. The second review is done during Nov-Dec. known as Revised Estimate for the current year and Budget Estimate for the ensuring year. Based on the progressive expenditure booked by individual Railways, the Railway Board after making necessary reappropriation amongst the Railways concerned in respect of each grant with the available funds, decide upon the necessity or otherwise of the supplementary grant. Pending approval by Parliament of the supplementary grant, if necessary revised allotment is fixed by Rilway Board and communicated to individual Railway based on which the individual Railways are to regulate their expenditure. During the end of Feb. another review is conducted, known as "First Modification or February Modification". And by the mid-March a final modification statement is also called for from individual Railways. By 31st March, final grant as pertaining to individual Railway under individual grant is fixed by the Railway Board and communicated.

As a means of controlling the expenditure, a monthly review comparing the actual expenditure with the proportionate budget allotment is made and an appreciation report bringing out the Special features in respect of each month account are also submitted to Railway Board. While working out the budget proportion, certain guidelines as contemplated in the code are adopted. The establishment charges such as salaries, wagees, TA etc., are of a routing and uniform nature. The total expenditure on this are divided by 12, while the expenditure on stores and other adjustment transactions are generally divided by 14, this is because the March accounts are spread over till the end of June every year to enable booking of expenditure under adjustment transactions completely. The difference of 2 (14 - 12) is distributed quarterly i.e. at 25 each for the first 3 quarters and the balance of 1.25 taken to the last quarter. This monthly review would help in controlling the expenditure effectively if carried out at Divisional or Sub-Divisional level. This would also help in managing the finance in a better manner by the respective Departmental heads by directing Postponement or Modifications in the physical activity contemplated.

Budget Summarised Concepts

Definition Budget is a financial statement prepared prior to a defined period of time(financial year) of the policy to be per during that period for the purpose of a given objective. 

Objective To define objectives in financial terms for execution at all levels. To allocate scarce resources to important activities. To co-ordinate complex plans for action Facilitate controls by a) Establishing departmental budgets b)Fix responsibility c)Comparison and reviews d)Corrective measures Types of budgets b)Fix responsibility c)Comparison and reviews d)Corrective measures

Types of budgets Capital budget Revenue budget Performance budget Zero based budget Responsibility budget Parliamentary controls 2. BUDGET DOCUMENTS

1 SPEECH OF RAILWAY MINISTER 

2. KEY TO BUDGET DOCUMENTS - GLOSSARY OF TERMS

3. BUDGET OF THE RAILWAY REVENUE AND EXPR FOR THE ENSUING YEAR

4. EXPLANATORY MEMORANDUM TO THE RAILWAY BUDGET 

PLAN PROGRESS,INVESTMENTS BY PLAN HEADS, TRAFFIC PLAN, TARGETS/ACHIEVEMENTS, FINANCIAL RESULTS(OP RATIO, SURPLUS/SHORTFALL, NET RETURN)BUDGET ESTIMATES

5. MEMORANDUM-ADJUSTMENTS IN FREIGHT AND FARE

- COMMODITY WISE ADJUSTMENTS,FARES SLABWISE, SUBURBAN FARES

6. DEMANDS FOR GRANTS

PART I-RAILWAY AS A WHOLE

PART II-ZONAL RLYS/P.UNITS 7. WORKS, MACHINERY AND ROLLING STOCK PROGRAM(PART I/II)

8. INDIAN RAILWAY YEAR BOOK

STATISTICS, ECO REVIEW

9. INDIAN RAILWAY ANNUAL REPORT AND ACCOUNTS

- FINANCIAL RESULTS, BALANCE SHEET, LOAN ACCOUNTS, BLOCK ACCOUNT Budget Cycle Revenue Budget 97-98

Budget Estimate Nov/Dec 96 Budget presented to parliament(Demards) Feb'97 Grant (Budget Order Issued) August Review April 97 August'97 Revised Estimates Budget Estimate 96-97 Nov/Dec'97 Revised Grant Feb 98 Final Estimate Feb 98 Final Modification March 98 Final Grant March 98 Cash Closing 31.3.98 Transfer Transactions April-May-98 Closing of A/C 20 June 98 Appropriation A/C Aug-Sept 98

Structure of Railway Budget

Demands for Grants

Demand No. Description 1 Railway Board 2 Miscellaneous expenditure(General) 3 General superintendence and services on Railways 4 Repairs and maintenance of Permanent way and Works 5 Repairs and Maintenance of Motive Power 6 Repairs and Maintenance of Carriages and Wagon 7 Repairs and Maintenance of Plant and Equipment 8 Operating Exenses-Rolling Stock and Equipment 9 Operating Expenses-traffic 10 Operating Expenses-Fuel 11 Staff Welfare and Amenities 12 Miscellaneous Working expenses 13 Provident fund,Pension and other Retirement benefits 14 Appropriation to Funds 15 Dividend to General revenues, repayment of loans taken from General Revenues and Amortization of over capitalisation 16 Acquisition,Construction & replacement of Assets

Demand No.11 is for expenditure on educational and medical facilities, health and welfare services, canteen and other staff amenities, repairs maintenance and improvement of Railway colonies, staff quarters, residential and welfare buildings.

Abstracts & Their Pnemonic

Abstract Demand Activities Department Pnemonic A 3 Gn.Suptd.+Services All A-ADM

B 4 Repairs+ Maint.of way+Works Engg B-Bridges & Ballast

C 5 Rep+Maint.of Motive Power Mech/Elect C-Chuk-Chuk

D 6 R+M of carriage+ waggon Mech.Elec.EMV-P-TL D-Dabba

E 7 R+M of Plant+ Equip Elect.Mech.S&T,Civil E-Equipment

F 8 Optg.Exp-Rolling Stock+ Equipment Mech/Elect F-Fire Man

G 9 Optg.Exp.Traffic Optg/Comml G-Gadi Babu

H 10 Optg.Exp.Fuel Coal,Diesel,Elect H-Heat

J 11 Staff welfare+Amenities Edn,Health,Residences J-JanKalyan

K 12 Mis.working exp. Security,Claim comp.catering K-Kaki, khoya, Khanpan

L 13 Pensionary benefit All Depts Last payment

14 Appropriation to funds 

15 Dividend Payment 

Demand 16-CAPITAL

INTERNAL SOURCE DRF DEV FUND EXTERNAL OLWR CAP FUND DRF Depreciation Reserve Fund-

FN renewal and replacement DF-1 (Development fund)

DF-2

DF-3

DF-4

Passenger Amenity

Staff Welfare

Unremunerative works 

Safety Open line works Revenue (OLW-R) Internal sources i.e. Capital fund (w.e.f. 1.4.93) External Sources (Loan from Central Govt. i.e.Budgetary support)

Demands for Grants Primary Units (Objects) of Expenditure for budgeting and accounting

01.Salaries and Wages 02.Dearness Allowance 03.Productivity Linked Bonus 04.House Rent Allowance 05.Compensatory (City) Allowance 06.Interim Relief 09.Wages of Casual Labour 10.Kilometrage allowance 11.Overtime allowance 12.Night duty allowance 13.Other allowances 14.Fees and Honoraria 15.Transfer allowance 16.Travelling expenses 17.Air travel expenses sanctioned in lieu of privilege passes 18.OfficeExpenses 19.Rental for P&T telephone and call charges including trunk calls 21.Advertising expenses 22.Utilities-Water, Electricity, etc. 23.Rental for office equipment(other than data processing) 24.Printing and stationery including publications 27.Cost of materials from stock 28.Cost of materials -Direct purchase 31.Fuel for other than traction 32.Contractual payments- (This primary unit may be used for works handling contracts and contracts for Engineering supplies of materials etc. while all other direct purchase of other stores will be booked under Primary Unit 28) 33.Transfer of debits/credits from other units(This primary unit may be used for Transfer debits/credits other than for Stores debits/credits received from Stores Accounts in which case primary Unit 27 may be used) 34.Adjustment of 'wages'on POH and other repairs from WMS Account to Revenue Heads 35.Adjustment of 'materials' on POH and other repairs from WMS to Revenue Heads 36.Excise duty 37.Customs duty 38.Sales duty 39.Air travel(domestic) 40.Air travel(foreign) 99.Other expenses

Demand No.16 Assets-Acquisition, construction and replacement Plan heads and source of Finance Minor head Pland Heads Capital (Budgetary support) DRF DF Capital fund Rev (OLWR) 11 New Lines(Construction) * * * 12 Purchase of new lines 13 Restoration of dismantled lines * 14 Gauge conversion * * * * 15 Doubling * * 16 Traffic facilities-yard remodelling and others * * * * * 17 Computerisation * * * 21 Rolling stock * * * 31 Track renewals * * 32 Bridge work * * * * * 33 Signaling and telecommunication works * * * * * 34 Taking over of line wires from P&T department * * * * * 35 Electrification projects * * * * * 36 Other electrical works * * * * * 41 Machinery and Plant * * * * *

42 Workshops including production Units * * * * * 51 Staff Quarters * * * * * 52 Amenities for staff * * * * * 53 Passenger amenities other railway users amenities * * * * * 61 Investment in government commercial undertakings-public undertakings 64 Other specified works * * * * * 71 Stores suspense * * * * * 72 Manufacturing suspense * * * * * 73 Miscellaneous Advances * * * * * 81 Metropolitan Transport Projects * * * * *

BUDGET AT A GLANCE 1998-1999

ACTUALS BUDGET RE BUDGET 98-99

96-97 MARCH'97- 98 97-98 MARCH' 98 JUNE'98 24319 27855 Gross Tfc Receipts 28655 31022 31472 16185 20935 Ordy wkg expenses 20651 23370 23720 2200 2000 Apprn. To D.R.F 1904 1500 2473 2615 2200 Apprn. To Pen Fund 3367 4000 2218 21000 25135 Total wkg expenses 25922 28870 28411 3318 2720 Net Tfc receipts 2733 2152 3061 306 283 Net misc receipts 282 359 372 3624 3003 Net revenue 3015 2511 3433 1507 1629 Dividend payment 1545 1756 1777` 2117 1374 Excess/Shortfall 1470 755 1655 314 350 Appropn. To D.F. 350 350 475 1802 1024 Appropn. To Capital fund 1120 405 1180 86.2% 91.4% Operating ratio 91.0% 94.0% 91.2% 11.7% 8.9% Ratio of net revenue to cap at charge and investment from cap fund 8.9% 6.9% 9.3%

THE RAILWAY RUPEE IN THE YEAR 1997-98

WHERE THE RUPEE CAME FROM

WHERE THE RUPEE WENT

INTRODUCTION TO RAILWAYS ACCOUNTS AND FINANCE HISTORICAL BACKGROUND:-EVOLUTION

1853-1903 · At the inception Railway was a part of the P.W.D · There was a Railway Branch of the PWD with 1 Secretary and 3 Deputy Secretaries(Traffic, Accounts, Construction) assisted by 4 under Secretaries and 4 Assistant Secretaries. · Rly. system was divided into seven circles. Each circle had 1 consulting Engineer+1 Govt. Examiner of Accounts · At the Apex, the Accounting and auditing work was with the Accountant General-P.W.D.

1903:

· Setting up of Railway Board consisting of a President and two Commissioners, Chief Inspector and Secretary.

1905:

· Railway affairs transfered to the control of department of Commerce and industry-with the Board headed by a Chairman+ 2 Members

1908:

· Railway Board became an independent department and the post of Accountant General (Rlys) was created .

1924:

· Ackworth Committee recommended separation of Railway finance from general finance-separate budget.

Post of Financial Commissioner was created. The F.C. represented G.O I Finance Ministry in the Railway with right of access directly to the Finance Minister 1929:

Audit and Accounts function were separated. Accountant General (Rlys) substituted by controller of Rly Accounts under the F.C. And Director of Rly Audit under the comptroller and Auditor General(C.A.G) · At the Zonal Railway · Chief Accounts Officer reported to the controller of Rly.Accounts in the Board * Importance of the Finl commr has full powers of sanction of expr unlike other depts enabling the finance member to function as a team member. 1937:

Post of FA&CAO created · Integrated Finance concept

Main functions

· To assist the Rly. Administration in considering all proposals involving financial implications in accordance with generally accepted principles of financial propriety. · Maintenance of accounts · Internal check of receipts and expr. · Prompt settlement of proper claims · Compilation of Budget and control · Role of management accountant

1853 1903

+ACCOUNTANT GENERAL PWD

SECRETARY

3 DEPUTY SECRETARIES 

TRAFFIC ACCOUNTS CONSTRUCTION 

7 CIRCLES (ZONES) WITH 1 CONSULTING ENGINEER + 1 GOVT. EXAMINER OF ACCOUNTS IN EACH CIRCLE

1903 SET UP

1905 CHAIRMAN RLY BOARD+ 2 MEMBERS CONTROL TRANSFERRED TO DEPT. OF COMMERCE & INDUSTRY 

1908 RLY DEPT ACCOUNTANT GENERAL RLY 1924 FINL COMMR

1929 ACCOUNTS AND AUDIT SEPARATED

CONTROLLER OF RLY ACCTS DIRECTOR OF RLY AUDIT CHIEF ACCOUNTS OFFICER CHIEF AUDITOR

1937 1947 SEPARATE FIN BRANCH 

D.A.O 

Main Functions-Accounts Dept

· To assist the Rly. Administration in considering all proposals involving financial implications in accordance with generally accepted principles/standards of financial propreity.

· Compilation of Budget and ensure Budgetary control and review. · Internal check of transactions affecting receipts and expenditure · Maintaining accounts of the Rly in accordance with prescribed rules · Prompt settlement of proper claims against railways · Discharge management accountants function · Tender advice in finalising tenders, contracts etc. · Inspections.

Canons of financial propreity

· No expr should primafacie be more than the occasion demands and

every Govt. servant should exercise the same vigilance in respect of expr incurred from public money as a person of ordinary prudence would exercise in respect of his own money. · No authority should exercise his powers in such a way that it is to his own advantage directly or indirectly. · Public money should not be utilised for the benefit of a particular section or community unless - The amount is insignificant - A claim for the amount can be enforced in a court of Law - It is in pursuance of a recognised policy. - Allowances such as TA should not be regulated in such a way as to become sources of profit to the recipient.

Questions for Question Bank Budget 1. What is the need for a budget? 2. Explain briefly the role of the budget as an instrument of planning?

3. Explain the role of the budget as an instrument of management?

4. Trace the evolution of the Railway Budget and its separation from general budget?

5. Why was the Railway Budget separated from the general budget?

6. Explain the role of the budget as an instrument of control?

7. What is the structure of a Govt. Budget?

8. What is noted expenditure?

9. What is changed expenditure?

10. What is the structure of Railway Budget?

11. How is Revenue Expenditure identified?

12. How is Capital Expenditure identified?

13. What are demands for grants?

14. What do you understand by Activity Based system of classification of Accounts?

15. What are plan Heads?

16. Discuss two indices of profitability

17. What is operating ratio?

18. What do you understand by Return on Capital

19 What do you understand by Capital Budget?

20 What do you understand by Capital at charge?

21. What do you understand by loan account and block account?

22. What do you understand by internal accounts?

23. What is entire budgetary financing? 24. What is entire budgetary support? 25. What do you understand by dividend liability and at what rate is it payable?.

Foundation course manual volume ii ACCOUNTS

SECTION II : FINANCIAL STRUCTURE

The Indian Railways are in the business of selling transport. The earnings of the Railways are broadly divided in 3 categories:-

Earnings from sale of coaching services, Earnings from sale of transport of goods services, Earnings from sundry other items/ services like sale of grass and trees on line, rent for land and buildings, advertisements, etc. The money thus earned is not directly available for expenditure to be done by the Railways as it flows into the Consolidated Fund of India.

Money is withdrawn from the Consolidated Fund of India (CFI) through the presentation of budget which is discussed in Section 3. The money which is drawn from the CFI is under 2 broad categories: Revenue Expenditure and Works Expenditure.

Revenue Expenditure 

This comprises of (i) Ordinary Working Expenses incurred by various departments on the Railways in their day-to-day working. For example, general superintending services, repairs & maintenance of assets, operating expenses, welfare expenses etc. (ii) Other miscellaneous expenditures like expenditure on Railway Board, Audit, Surveys etc. (iii) It also includes appropriation to Depreciation Reserve Fund, Pension Fund and dividend paid by Railways to General Revenue.

Works Expenditure 

It is that expenditure which is incurred on acquisition, construction and replacement / renewal of assets. It may be met from capital outlay provided by the Central Government (known as budgetary support or Capital at Charge), from the various funds created as a part of provision / appropriation from Revenue Expenditure as also from savings generated by railways. Of late, schemes for financing the railway assets through alternative means like taking the assets on lease from Indian Railway Finance Corporation (IRFC), Build-Own-Lease-Transfer (BOLT), Own Your Wagon (OYW), are also utilized with varying success. 

DEPRECIATION RESERVE FUND

This was started with effect from 1-4-1924, to provide for the cost of renewals and replacements of assets, as and when they become necessary.

The scope of the fund has varied from time to time and the present position is that appropriation to the fund is made on the basis of the recommendations of the Railway Convention Committee. Annual contribution to the fund is decided on the basis of an overall assessment for the whole plan period. The present rate of annual contribution is Rs.2000 crores (for the budget of year 1997-98). This is subject to the vote of Parliament through the "Demands for Grants" (Demand #14) on the annual budget.
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Expenditure from the fund is incurred on the general principle that the full cost of replacement of an asset, including the improvement and inflationary elements, is chargeable to DRF.

RAILWAY PENSION FUND - This fund was created with effect from 1-4-1964, to even out the charges and to provide on an annual basis, for the accumulated liability for the pension benefits earned in each year of service by the employees, in the same way as provision is made for DRF. Provision for Pension Fund as per the budget of 1997-98 was Rs.2,200 crores (showing it as the revenue expenditure through Demand #14 and keeping it aside in the Pension Fund.

DISTRIBUTION OF RAILWAY SURPLUSES After all the revenue expenditure (excluding the Dividend payable to General Revenues) is met, the remaining part of the Revenue Earning is called the Net Revenue Receipt. From this, the Railways pay Dividend (current rate 7%)to the General Revenue (Demand #15), and the balance is appropriated to two Funds viz. (i) Railway Development Fund (for budget 97-98 : Rs.350 crores), (ii) Capital Fund - Railways (for budget 97-98 : Rs.1024 crores) 

DEVELOPMENT FUND

The fund was started as a Railway betterment fund in 1946 and was renamed as Development Fund with effect from 1-4-1950. It is financed by crediting to it a part of surplus voted by Parliament through 'Demands for Grants' (Demand #14).

It is utilized for meeting expenditure on various items of Passenger and Other Railway users' amenity works; staff welfare works, about welfare works; unremunerative operating improvement works and safety works, costing more than Rs.10 lakhs each.

All the railway funds are interest bearing, and are kept in deposit with the Central Government.

GENERAL RULES REGARDING INTERNAL CHECK OF EXPENDITURE

It is one of the main functions of the Accounts Department to check all transactions affecting the receipts and expenditure of Railways. Accounts, being an integral part of the administration, (as compared to the Statutory Audit, which is an outside body) and hence the name 'Internal Check' has been given to this function. 

Internal check is conducted with reference to -

a. Rules and orders of any authority (President downwards) to whom the power to make rules or to issue orders has been delegated; b. Instructions contained in various Indian Railway Codes and further instructions issued by the Board from time to time; and c. The recognized standards of financial propriety.(in terms of para 116- F-I)

All financial transactions should be checked 'cent per cent' at the clerical level. Subordinate supervisors and gazetted officers should test check the work of the clerks 
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according to the percentages laid down by the FA & CAO. Gazetted officers should, in particular, test check those items which do not in the ordinary course pass through them.

STAGES OF INTERNAL CHECK (para 805 A1 i.e. Accounts Code, Volume I) 

Internal check of expenditure is done in three stages:

a. Check of the sanction, rule, or order which authorises the expenditure; b. Check of the expenditure itself; and c. Check of the bill which is prepared and presented to Accounts for liquidating the liability incurred.

a. Check of sanctions or orders: All orders or sanctions issued by the General Manager or his subordinate as well as the orders received from the Board should be made available by the executive to the Accounts Officer at the earliest. No sanction or order should be accepted or acted upon unless it has been so communicated to the Accounts.

All sanctions, rules or orders, whether issued by the President, the Board or any other authority, should be examined by the concerned Accounts Officer from the following angles:

1. that the authority according the sanction is competent to do so; 2. that the sanction is clear and definite. It should be capable of being interpreted and understood without reference to the sanctioning authority or any higher authority; 3. that the rule / order / sanction does not contravene any general or special orders of any higher authority; and 4. that in all orders conveying sanction to a definite amount of expenditure, the sum is mentioned both in words and figures.

If a rule, order has been issued by the Board, it should immediately be reported to the Board, if, in the opinion of the Accounts Officer, the rule / order is open to any objection.

All proposals for fresh expenditure on Zonal Railways should be examined by the Accounts Office before sanction is accorded by the General Manager or before the Railway Board is addressed for obtaining sanction. All such sanctions, issued after the examination of proposal by Accounts, should be checked only for the limited purpose of ensuring that the finance has already given its concurrence and that the sanction conforms to the proposal as concurred.

INTERNAL CHECK OF EXPENDITURE: Pre-check and post-check (812 A1)

All claims against the railway should be checked by the Accounts Officer before payment is made i.e. pre-checked. As exceptions to this general rule, the following payments may be made before such checks, but they should all be checked in the Accounts office after payment is made i.e. post-checked;

a. Payment from imprest; b. Payments from station earnings when permitted under rules (para 1405-C); c. Commission deducted by auctioneers from sale proceeds under their agreement; d. Payments of certain classes of pay bills, muster sheets and labour pay sheets of open line staff specially permitted to be made by the FA&CAO, under paragraphs 318 & 319.
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e. Payments made in advance to Executive Officers for purchase of stores etc. pending rendering of accounts and vouchers.

Post-check System (813 A1): The FA & CAO of an open line railway may permit the payment of any class of pay bills, muster sheets or labour pay sheets before internal check, either -

a. When the ordinary procedure of pre-check in offices under his control is likely to lead to any delay and thereby cause any inconvenience to the staff affected or violate any of the provisions of the extant statutes (e.g. Payment of Wages Act), or

b. When a system of post-check is found necessary in order that an even distribution of work throughout the month, either in the preparing offices or in the bill checking offices, under his control or in the Pay Department, may be ensured. Before introducing the post-check system for any set of bills the Accounts Officer should advise the Executive Officer confidentially and request the Executive to ensure that the pay bills are prepared by staff conversant with the relevant rules and regulations.

SCRUTINY OF EXPENDITURE: (815 A1) All claims against the railway should be scrutinised with a view to see -

a. that the expenditure has been sanctioned by competent authority b. that the remission of revenue has been sanctioned by competent authority c. that all prescribed preliminaries to expenditure are observed, such as proper estimate framed and approved by competent authority for works expenditure; d. that it is covered by the grant at the disposal of the officer incurring it or by funds reappropriated by the competent authority for the purpose; e. that the expenditure does not contravene any rules and orders in force, or any special or general orders issued by competent authority; f. that the expenditure does not involve a breach of the canons of financial propriety; g. that the expenditure sanctioned for a limited period is not admitted beyond that period without further sanction; h. that in the case of recurring charges which are payable on the fulfilment of certain conditions or till the occurrence of a certain event, a certificate is forthcoming from the drawing officer to the effect that the necessary conditions have been duly fulfilled or the event has not occurred; i. that the expenditure has been properly and fully vouched for and that payment has been so recorded as to render a second claim on the same account impossible; j. that the charge is correctly classified, and that, k. if a charge is debitable to the personal account of a contractor, employee or other individual or is recoverable from him under any rule or order, it is recorded as such in a prescribed account.

INTERNAL CHECK OF BILLS: (816 A1)

All bills should, in so far as they represent claims against the railway, be scrutinized as required by the preceding paragraph. They should, in addition be checked to see -

a. that they are in the prescribed form, are written in ink, and are in original; b. that they are in English / Hindi or if in any other language, have been rendered into English / Hindi, that their total is given both in words and in figures, that there are no erasures, and that any alterations in the totals are attested as many times as they are made.
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c. that their totals are given both in words and figures, that there are no erasures, and that any alterations in the totals are attested as many times as they are made d. that Fund and Income-tax deductions have been correctly made; e. that they bear a certificate, wherever necessary, from the responsible officer that the services for which the payment is claimed, have been actually rendered; f. that, if the proof of the correctness of a claim does not accompany the bill, e.g. the leave account of a subordinate for whom leave salary is drawn, a certificate is furnished that the claim has been checked with the relevant document and found correct; that, if the bill is for tools or other articles of equipment for which an inventory is prescribed, it has been certified by the departmental officer that the necessary addition has been made in the inventory 

OFFICE ACCOUNTS

1. Contingent Office Expenditure (Para 1001 F1)

This comprises of charges of miscellaneous character, which are incidental to the management and upkeep of an office and are charged to the head 'Contingencies' except where otherwise provided in any of the various Indian Railway Codes. For example, 

i. Expenditure on stationary, books, newspaper etc. ii. Office machines, appliances and furniture iii. Liveries and uniforms of Class IV staff iv. Conveyance hire v. Advertisement charges / entertainment charges vi. Postage, telegrams and telephone charges. vii. Telephone charges.

Expenditure in respect of rents, rates and taxes, clothing, stationery and other stores required for traffic and running staff, the repairs and maintenance of furniture and office equipment, and rental of and stationery used for electronic computers, is booked under sub-heads other than contingencies and is regulated by rules embodied elsewhere in this and other Indian Railway Codes.

No pay, or additions to pay, or compensatory allowances of any kind may be charged as Contingent Expenditure. As an exception to this, however, pay and allowances in the following cases are treated as Contingent Expenditure -

i. Hot weather establishment ii. Staff employed in connection with the upkeep of an office iii. Safaiwalas etc. whether whole time servants or not, provided they are not entitled to service gratuity iv. Such class IV staff as malis and grass cutters etc. specially permitted by the Railway Board to be charged to contingencies.

Classification of contingent charges (paras 1004 to 1009, F1)

Contingencies are classified as special and ordinary. Special contingencies are those which are either governed by scales - like uniforms for class IV staff or are not within the power of the head of an office and require the sanction / countersignature of a higher authority e.g. entertainment expenses at a special occasion requiring sanction of higher authority, taxi hire charges for gazetted officers requiring countersignatures of HOD; 6

charges for of recurring nature requiring more than one payment, unless otherwise provided in some Code, require the permission of General Manager.

All other items of contingent expenditure which may be sanctioned by the head of an office are classified as ordinary expenditure. Detailed rules regarding contingent charges of various types are available in Chapter 10 of FI.

Bills - should be prepared separately for special and ordinary contingent charges. In regard to scale regulated and periodical charges, it should be stated when the charges were last incurred, to enable the accounts office to see that the expenditure is not incurred before the expiry of prescribed period. The sanction of competent authority must be quoted wherever required. For miscellaneous items bill, it must be certified that the articles have been received in good condition and entered in stock. It is the Duty of Drawing Officer to exercise the same vigilance over contingent expenditure as a person of ordinary prudence will exercise in spending his own money. He should further ensure that 

a. Vouchers are in proper form, receipted by the proper person and have been so made as to rule out a double claim b. The expenditure is absolutely necessary for the efficient management of the office c. The rates are economical d. The sanction of higher authority is either not required or is properly quoted e. Adequate budget provisions exist to cover the charges. Disbursement of contingent charges should be made in the following ways:

(1) Payment out of imprest or any other permanent advance (2) Payment by Accounts office direct to the supplier on the authority of competent officer and proof of receipt of supply (3) Payment by head of the office on getting money from Accounts (4) By book adjustment, if supply is made from another department - Railway or Ministry. No.2 includes the charges for service postage stamps. 7

CHAPTER II

CASH IMPREST (refer para 1050 F1)

It is a standing advance of a fixed sum of money to meet the following:

(1) Petty office expenses (2) Cost of raw material for the list of indoor patients of hospital (3) Emergent charges which cannot be foreseen (4) Other petty expenses. Emergent petty advances may also be made on the responsibility of the imprest holder out of the imprest money placed at his disposal. .

The cash imprest is sanctioned by the General Manager of a Railway, or his delegated authority, subject to the advice of Accounts Officer regarding the amount of the imprest. The amount of cash IMPREST should be the lowest possible figure calculated to be sufficient for meeting the charges of the nature previously specified. 

An officer's imprest should generally cover every branch under him. Multiplicity of imprest should be avoided, as far as possible. If his subordinate requires petty sums, an officer may spare a small portion of his imprest taking acknowledgements from them in the same way as he himself furnishes to the Accounts Officer. Separate imprests for separate subordinates should not be applied for unless absolutely necessary.

The arrangement for the safe custody of the imprest cash is the sole responsibility of the imprest holder and he should be able and ready at all times to produce the total amount in vouchers or in cash. The account should be kept in duplicate, one copy being forwarded to accounts along with vouchers. The imprest may be recouped as and when required. Preferably it must be closed at least once a month to ensure that maximum number of transactions of the month are accounted for.

Remittance of Departmental Receipts 

All amounts due to the railways from non-government institutions, private bodies and individuals should, as a rule, be paid to the cashier. But there may be exceptional cases where this arrangement is not practicable. In such cases a departmental officer may receive the amount due to the railways. These are called departmental receipts and should be fully accounted for by paying them in full, without undue delay, into a treasury / bank, a railway cash office, or at the nearest Station. If the money is paid into a bank, a treasury remittance note should be filled in. This form is printed on blue paper with the name of the railway in bold letters so as to enable the treasury to correctly classify the railway. The form is in three foils. First foil is retained by the treasury officer, second and third foils will be receipts issued - one for cashier's cash book as credit voucher and one for office record.. When the money is remitted through the Station, the miscellaneous receipt transmit note should be filled up. This is in 4 foils - both remittance particulars and receipt in duplicate, one copy of remittance particulars is to be kept by the station and the other will be sent to the cashier.

SECTION VI - ACCOUNTING FOR RAILWAY'S EARNINGS & EXPENDITURE 

EARNING ACCOUNTAL

This branch of Railway Accounts is called Traffic Accounts. 
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TRAFFIC ACCOUNTS

1. General - The entire earnings of the Indian Railways is brought to account at stations and at the cash offices. The maintenance and presentation of the earnings accounts of the railways falls under the ambit of Traffic Accounts. By internal check of Traffic Accounts in the Traffic Accounts Office, it is ensured that the users of the railways have paid the full amount for services rendered to them, and that these amounts have been correctly accounted for at the stations and the rates charged from the users are in accordance with the specified rates.

The earnings of the Railways can be conveniently classified into 3 categories - (1) Coaching (this includes passenger, parcels, luggage etc. (2) Goods (3) Sundry other earnings. 

2. Remittance of Cash: The cash and vouchers collected at stations are remitted to the Cash Office in cash bags which are deposited in travelling cash safes. Travelling cash safes are very heavy cast iron boxes so designed that the leather bags carrying cash can be deposited in such safes but they cannot be taken out unless the lock is opened after breaking the seal. These travelling cash safes are in the custody of Guard of the nominated train escorted by armed RPF staff and train carrying such safes halt at all the stations to enable the Station Manager to arrange deposition of leather bags carrying station cash received during 24 hours ending the previous midnight. In such leather bags Station Managers are also required to keep two copies of Cash Remittance Note and the vouchers. Some big stations are allowed to deposit the station cash in the nearby bank as per the guidelines given by RBI and Railway Board. In such cases, cash bags to be deposited by the Station Manager in the travelling cash safe would contain only the bank's challan and vouchers along with cash remittance note. 

3. Accountal of Cash: At the stations, Cash and Vouchers collected are brought to account in various cash books maintained for the Goods, Parcels and Coaching purposes. At any given time of a day, the cash on hand should equal the amount accounted for in the cash books. The summary from each cash book is taken to the General Cash Summary Book, which gives the total of cash and vouchers collected in a day and is the amount remitted in the cash safe.

4. Money Value Books: There are a number of money value books in the station; BPTs, EFTs, Invoice Books, etc. A record of their stock in hand as well as issues to booking clerks, accounts clerks, TTEs etc. should be kept properly. Printed card tickets also have money value and should be kept in the ticket stock book.

5. Passenger Accounts: Sale of PCTs (Printed Card Tickets) and Season Tickets is brought to account through the Daily Trains Cash Book (DTC). Other tickets such as BPTs, EFTs, Blank Card Season Tickets, Retiring Room Tickets, Cloak Room Tickets, Luggage Tickets, etc. aqre brought to account through separate returns. A monthly summary of the DTC is prepared which is called the passenger classification.

In the Coaching balance sheet, debits are taken from the passenger classification and other returns mentioned above. Credits are taken from the cash remittances and other special credits. The coaching balance sheet is not a balance sheet in the real sense but a personal accounts of the Station Master.
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Debits are raised by the Traffic Accounts Office for short accountals through error sheets and these debits are either admitted or disputed by the station staff. Clearances have to be made of these debits expeditiously.

Check of the Coaching Balance Sheet and the returns in Accounts Office is done thoroughly. Check of the passenger classification is done through the Computer. A careful check is carried out in BPTs. The traffic accounts office also bills for against the military department for Military Passengers travelling on warrants.

Ticket indents submitted by stations, are certified by Accounts Office, are printed and supplied to stations, sold and accounted for in the DTC. There is a percentage check on collected tickets.

6. Parcels: Parcel traffic can be booked as 'paid' or to-pay. The accountal is done separately for outward and inward traffic. For booking of parcel, the consignor brings his consignment to the parcel office, where after confirming that the packing conditions are complied with and after classifying and rating the same, parcel way bill is issued. For paid traffic, the cash collected is accounted for in the outward paid cash book.

All parcels booked at the forwarding stations are listed out at outward 'paid' or 'to-pay' abstracts. The outward 'to-pay' abstracts are sent to the traffic accounts office to ensure that all the parcels booked are correctly accounted for. 

Inward 'paid' and 'to-pay' traffic finds entry in the unloading book and delivery book.

The consignee surrenders the parcel way bills while taking delivery. In case of 'to-pay' traffic, the freight is paid at this time. The amount collected is accounted for in the inward 'to-pay' cash book. Inward 'to-pay' abstracts are prepared and are compared with the outward 'to-pay' abstracts received from forwarding stations.

Demurrage and wharfage accrued on parcels is accounted for in the demurrage and wharfage statement and the cash collected is taken in the relevant cash book. The demurrage and wharfage statements are sent along with the balance-sheet every month to traffic accounts office.

The parcels balance-sheet should be prepared and sent to the traffic accounts office by the 8th of the following month. The credit in this balance-sheet are the amounts remitted by the stations towards parcel traffic, be it cash or credit notes. The debit taken is from the outward 'paid' abstracts and inward 'to-pay' abstracts as well as the various statements such as wharfage and demurrage statement. This balance-sheet is scrutinised in the traffic accounts office in order to ascertain that the debits and credits have been correctly taken and the dings are clearly shown.

Goods - Goods are booked at the stations, on the basis of forwarding notes submitted by the consignor. For wagon-loads, the consignor indents for wagons by paying a deposit amount. This wagon registration fee is accounted for in the WRF register and the indents are also noted in the priority register based on which the wagons are supplied to these stations. When the wagon is supplied to the consignor, the wagon registration copy of this WRF register is sent to the Accounts Office for checking whether the WRF has been correctly accounted for. After the wagon is supplied, necessary entries are made in the loading book, and after the goods are loaded, a Railway Receipt / Invoice is prepared. Separate RR books are maintained for 'paid' and 'to-pay' traffic. Accountal of goods traffic is on a forwarded basis. This means all traffic booked to a particular station 10

during a month is accounted for by that station in the same month's accounts. This is achieved by computerisation of goods accountal. All invoices prepared are put on the computer and machine prepared abstracts (MPA) are printed destination stationwise. These MPAs are the basis of taking accountal of 'to-pay' traffic by the destination station. As for paid traffic, the forwarding station has to account for it on the basis of the paid statement printed by the computer. The computer also prints out the monthly incorrect statement which helps the accounts office to raise debits against the stations in cases where the correct amounts have not been recovered from the consignor ,/ consignee. 

For inward 'to-pay' traffic, once the consignment is received, entries are made in the unloading book and also in the delivery book. At the time of delivery, calculations are made as to whether demurrage and/or wharfage are leviable and all amounts are collected. The consignee acknowledges receipts of the goods by signing in the delivery book and also surrenders his copy of the RR . Separate cash books are maintained for inward 'to-pay' and outward 'paid' traffic. In cases of large goods sheds, gate passes are issued, which are checked by inspectors of Accounts to ensure that correct delivery has been made and the goods are not removed from the shed without surrender of the RR or without payment of all amounts due.

The goods balance-sheet is similar to parcel balance-sheet and checks are exercised in the traffic accounts office to verify the correctness of accountal. All debits and credits taken in this, must have a supporting voucher.

Station Outstandings - Station outstandings are the unrealised earnings of the Railways. Obviously, all efforts have to be made to clear the same. The major items of station outstanding are as follows:

1) Admitted debits 2) Cash office disallowances 3) Objected debits 4) Freight not on hand 5) Freight on hand 6) Wharfage and demurrage.

Freight outstanding is for parcel and goods traffic, is on account of debits taken for inward traffic which have not yet been delivered. The consignments may not have arrived at the station or the consignee may not have taken delivery. All efforts have to be made to clear these amounts.

Debits raised by Accounts Office are either accepted by the station staff (admitted debits), in which case the staff at fault have to remit the amount, or is disputed (also called objected debits or non-admitted debits) by the staff. All efforts will have to be made to clear the disputed debit by either convincing the staff concerned or by checking up whether debit has not been correctly raised.

ERROR SHEET: When a mistake involving apparent financial loss to the Railway is noticed (the amount short-collected, undercharged or unaccounted for), debit is raised against the station concerned, through an error sheet.

ACCOUNTAL OF ERROR SHEET: All error sheets received at the station should be taken to account immediately in the first balance-sheet under preparation. The error sheets are either admitted or disputed.
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ADMITTED DEBIT is the one when the Station Manager agrees for the fault. The same is cleared when

(a) the amounts are paid in cash by the staff responsible (b) the amount is recovered through the salary bill of the staff responsible (c) when the amount is transferred to another station (d) the amount, having become irrecoverable is written off by the competent authority.

DISPUTED OR OBJECTED DEBITS are the ones, where the station disagrees with debits raised by the Accounts office. Detailed reasons of the objection are stated on both the foils of the error sheets.

CLEARANCE OF OBJECTED DEBITS 

(a) when credit advice notes are received from the traffic accounts office withdrawing the incorrect debit (b) when the objection of the station is overruled. Station Manager thereupon transfers the debit to the admitted debits and cleared accordingly.

CLASSIFICATION: The station outstandings are classified as under:-

A Class: (a) Cash office disallowances of base coins, forged currency notes, short remittance (b) Accounts office debit: (i) admitted (ii) objected.

STATION BALANCE SHEET: 

Definition: The station balance sheet is the personal account of a Station Manager. It is prepared separately for coaching and goods transaction, monthly.

Purpose: Railway manufactures and sells transport. The sales are effected through the agency of Station Manager. He, thus in the capacity of Manager, must submit accounts to the head office. This is done through the monthly balance sheet which shows the financial transactions that arise at the station for which he is accountable to the Railway Administration. Further, it serves the purpose of a basic document for incorporation of the transactions in Railway Accounts.

Contents: On the debit side of the Balance-Sheet are shown the items of earnings for the accounting of which the Station Manager is responsible, classified into various categories of traffic.

On the credit side are shown the amounts remitted by the SM to the cashier and acknowledged by the latter, whether in "cash" or "vouchers" and other special credits by means of which the SM clears his liability.

The balance represents unrealised earnings at the close of the month for the collection of which the SM is responsible and this forms the first liability in the balance sheet of the following month (opening balance).

Internal Check: The check of the balance sheet consists in verifying that the figures in various returns and documents agree with the figures in the balance sheet. Returns are initially checked independently.
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Traffic receipts which are accounted for directly in the balance sheet without having been included in subsidiary returns are checked with the miscellaneous cash notes received daily in the Accounts office in support of debit entries. 

FUNCTIONS OF TIAs:

1. Check of Initial Documents: The initial documents from which various returns are prepared and submitted to accounts office are checked to ensure that the returns have been correctly prepared and accord with the facts, and that the initial records have been maintained efficiently and in such a way that they can be relied upon and produced in the Court of Law, should an occasion arise.

2. Education of station staff: If any instructions are not understood by the station staff, TIA guides them. This helps to prevent leakage of revenue.

3. Conduct surprise checks.

4. Special investigations of frauds and assistance to the prosecution in conducting such cases in courts.

5. Collaboration with other departments at departmental joint enquiries.

6. Collaboration with Commercial Dept. in undertaking special surprise checks. 

EXPENDITURE ACCOUNTAL - Expenditure is incurred on Open Line Railways, in construction organisations, in workshops, and in Stores organisation. But all expenditure is chargeable only to open line or to construction. Expenditure in workshop and in stores is incurred on behalf of open line railways and 'hence' is not a final expenditure. Workshop accounting and stores accounting, therefore, is done by operating specified suspense heads of accounts. In any case, in all the expenditure accounting, internal check is the main accounts function.

Annual Accounts - Each official should check the inventory register annually with the actual stock in hand and record a certificate to this effect on the page for each item. Any excesses should be taken on to the inventory and any shortages explained. This check should be carried out on the dates fixed by the controlling officer and immediately thereafter the statement should be sent to him for countersignature.

SECTION VII - Stock Verification - The inventory forms the basis of verification by the Accounts Stock Verifier. At any time when the stock verifier comes for a check, he calculates the book balance from this inventory and from the daily book of transaction, if any, maintained and the actual stock available physically should tally with the book balance so calculated. In case of any discrepancy, the Stock Verifier will take up the same in his stock sheet which has to be explained to the satisfaction of Accounts Department. The dead stock may be verified also at the time of periodical inspection of an Executive office by the Accounts officials. This check should be only a test check with a view to seeing that all the receipts have been entered in the inventory and that the sanction of competent authority has been obtained for articles which are shown to have been disposed off. 

QUESTION BANK - ACCOUNTS (PAM)

1. What services do Railway sell?

2. Where do the stations deposit the receipts from sale of services?

3. Can we use the receipts for our expenditure? If so, under what circumstances?

4. From where do we get money for our expenditure?

5. What are the two broad categories of Railway's expenditure?

6. What is meant by works expenditure?

7. What is a budgetary support?

8. Name any three schemes through which alternate finance is arranged.

9. How is the appropriation to Depreciation Revenue Fund decided?

10. Explain whether appropriation to DRF is revenue expenditure or works expenditure. Why?

11. What is the necessity of a pension fund?

12. From where does the pension fund get the money?

13. Why and to whom do the Railways pay dividend?

14. Why is dividend a revenue expenditure?

15. How is the development fund financed?

16. To what uses is the DF put? 17. What is "internal" about internal check? 18. Who does the internal check of expenditure and earnings? 19. What are the stages of internal check of expenditure? 20. If an Accounts officer doing internal check opines that certain orders / rules issued by the Board are open to objection, what action is taken? 21. What is a pre-check?

22. What are the exceptions to "pre-check" system?

23. When is the post-check normally permitted?

24. What major checks are exercised while scrutinizing the expenditure?

25. What does a "bill" represent?

26. Give five examples of contingent office expenditure.

27. What is meant by cash-imprest?

28. Who sanctions cash imprest?

29. How often should imprest account be normally cleared?

30. What is the necessity of Traffic Accounts office?

31. Describe how cash collected at stations gets credited to Consolidated Fund of India.

32. How many copies of C.R. note are sent by the station to the cash office?

33. What does the leather bag deposited by Station Manager with the Guard carrying travelling cash safes, contain?

34. What does DTC - daily train cash book depict?

35. In station balance- sheet, bulk of the credit is taken on account of. . . . . . . . . . . . . . . . . .. 36. What are error sheets?

37. Who pays for the "to pay" traffic?

38. What is a forwarding note?

39. What is the wagon registration fee? 40. What is an MPA? What is its use? 41. What do you mean by station outstandings? What is its composition?

42. What are the functions of a TIA?

43. What internal checks are exercised by Traffic Accounts office on station accounts?

44. What is a cash office disallowance?

45. What is the function of stock verifier?

46. What does the monthly income statement contain?

47. What are admitted debits? How are they cleared?

48. If error sheets are not acceptable to a station, can it refuse to include them in the balance-sheet?

49 From where does the Capital Fund get money?

50 Comment whether WRF i.e. wagon registration fee is Railway's Earning.

51 What is the use of DRF?

52 What are the canons of financial propriety?
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