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APPENDIX (vide Clause 15). 

FORMULA FOR ARRIVING AT ARREARS OF MAINTENANCE AND RENEWAL OF WAY 
AND WORKS-YEAR 1916. 

ABsTRACT ., A." 

Total Expenditure under all headings in Abst .... ct .. A." exclusive of Trllonsfers to 
(or from) Depreciation Fund or SuspenBe Account-Year 1916 

Add Credits for supervision char~ec1 to the Government 

Lull-
Expenditure on Work for' Government ch.rged to Revenu .......... g .• Smlloll Works 

under £10 
For New Linea opened. aroved at in the prescribed manner 
For Renewals and Depreciation of additional works or equipment other than 

Permanent Way 
Additional Expenditure for Abnormal Wear and Tear 
Special Expenditure for lifting and restoration of Permanent Way due to shortage 

of materials 

Lu, per cent. (arrived at in the prescribed manner) to reduce to the 1913 COBt 

Expenditure in 1916 adjusted for comparison with the year 1913 
Total of Abstract" A." year 1913. &8 per printed Accounts ... 

Arrears of Work. year 1916 ... 
Add (or Deduct)-

Arrears (or excesB) of work (before addition of 12t per cent.). 5th.August to 
31Bt December. 1914 ... 
Year 1915 

Arrears of Work to 31st December, 1916, subject to addition of 15 per cent. 
Add 15 per cent .... 

Amount chareeable for Arrears of Work to 31st December,1916 
Deduct (or Add)-

Amount transferred to credit or debit of Depreciation Fund or Suspense 
Account:-

·5th August to 31Bt December. 1914 
.Year 1915 ... 

Year 1916 
Amount claimed in reapect of Arrears of Maintenance, lith August, 1914, 

to 31st December, 1915 

Net amount to be claimed for Arrears of Work, Abstract .. A," to 31st 
December, 1916 

£ £ 

£ 

• To be the amounts dealt with ... " Transferred to credit of Depreciation Fund or Suspense ACCOunT' 
.t the foot of the Arrears of Maintenance Statements for the respective periods. 
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FORMULA FOR ARRIVING AT ARREARS OF MAINTENANCE AND RENEWAL OF ROLLING 
STOCK-YEAR 1916. 

ABsTIuCT U B" (I), (2) AND (3). 

Total Expenditure under all headings in Abstract, .xclusi .... of Transfer te (or 
from) Depreciation Fund or Suspense Account, and of the Engine Power 
item in U B .. (I)-Year 1916 .... 

Add-
Credits for Supervision and Profit on War lIfanufacturem 
For reduction in Rolling Steck in Service, arrived at in the prescribed manner 

LuI-
Expenditure on Work for Government charged te Revenue--.o.g., Small Worke 

und.r £10; Alterations te Rolling Stock for the Military Authorities 
For additions to Rolling Stock in s.rvioe, arrived at in the prescribed manner ... 
For Renewals and Depreciation of addItional equipment otber than Rolling Stock 
Additional Expenditure for Abnormal W.ar and Tear ... 
Additional Cost of Rolling Stock purchased from or repaired by outside firms 

Lu. per cent. (arrived at in the prescri~ manner) te reduce to the 1913 cost ... 

Expenditure in 1916 adjusted for comparison with the year 1913 

Th. above process te be appli.d in the case of each of the 3 Sections of 
Abstract U B .. separately. The resulting figures te be tetalled thus -

B (1) 
B (2) 
B (3) 

Total of Abstracts .. B .. (I), (2) and (3), yesr 1913, as per printed Accounts, 
.xclusive of the Engin. Power item in the case of U B .. (I) :-

Arrears of Work, year 1916 •.. 
Add (or DedNd)-

B (I) 
B (2) 
B (3) 

Arrears (or excess) of work (before addition of 121 per cent.), 5th August te 
31st December, 19I~ '" ... ... '" '" ... ... . .. 

Year 1915 ... 

Arrears of Wollk to 31st December,1916, subject to addition of 15 per cent. 
Add 15 per cent.... ... ... ... ... ... ... ... ... . .. 

Amount chargeable for Arrears of Work to 31st December, 1916 
Dedvd (or Add)-

Amount transferred te oredit or debit of Depreciation Fund or Suspense 
Account, .. B .. (I), (2) and (3) combined :

·5th August te 31st December, 19U '" 
·Year 1915 
Year 1916 ... 

Amount claimed in respect of Arream of Maintenance, 5th August, 19U, 
to 31st December, 1915 

Net amount to b. claimed for Arrears of Work, Abstract .. B .. (I), (2) and 
(3), to 31st December, 1916 ... ... ... .... ... ... . .. 

• To be. the amount dealt with as "Transferred te credit of Depreciation Fund or Suspense Account" 
at the foot of the Arre"I1! of Maintenance Statements for the respectiv. periods. 
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ACCOUNTANTS' SUB-COMMITTEE, 

CJO RAILWAY Encol1VB COMMITTEE, 

16, GREAT GEORGE STREET,WESTMINSTER, S.W. 

5th Nooember, 1918. 
Dear Sir, 

ARREARS OP MAINTENANCE AND RENEWAL WORK. 
(I), (2) AND (3). 

ABSTRACTS" A .. AND .. B .. 

I have the pleasure to send you herewith a copy of the Instructions relating to the 
preparation of the Arrears of Maintenance claims for the year 1917 and subsequently, which 
it is J.>ropo~ed to issue to th!l con:trolled Railway Companies, together with a copy of the 
covermg Circular Letter which will accompany the document. 
. Will you be good enough to give the matter your consideration and advise me, as early 

as possible, whether you have any questions to raise in cQnnection therewith. 
Yours faithfully, 

(Signed) J. CRAS. ISAAC, 
. Chairm4n. 

A. W. Wy~n, Esq., 
3, Fred~rick's Place, 

Old Jewry, E.C. 

(Enclosure No.1 in Railway Executive Committee letter of 5th November, 1918, consisted of • copy of 
the document printed at No. 70 below.) . 

(Encloswre No.2 in Railway Executive Committee letter of 5th Novsmber, 1918). 

Draft CirC'I.d.M Letter. 
RAILWAY EXECUTIVE COMMITTEE, 

,35, PARLIAMENT STREET, S.W. 
Dear Sir, 

ARREARS OP MAINTENANCE AND RENEWAL WORK. ABSTRACTS" A" AND" B" 
(I), (2) AND (3). 

I have the pleasure to send you herewith the Instructions relating to the preparation 
of the Statements in respect of Arrears of Maintenance and Renewal Work-Abstracts 
"'A" and" B" (I), (2) and (3) as from and including the year 1917. These Instructions 

. consolidate all the provisio~ contained in the documents issued with Circular Letters No. 
483 (Yellow Book*), No. 536 (Heliotrope Bookt) and No. 1400 (Green Boo14), so far as such 
provisions are now applicable, and the three documents named are hereby cancelled so 
far as the year 1917 and subsequent periods are concerned. • 

With regard to Clauses Nos. 16 and 17 of the Instructions, the prescribed number of 
weeks for the year 1917 is 5 (five) for Abstract" A" and 4 (four) for Abstract" B" (I), 
(2) and (3). So far as the latter Abstract is concerned the payment of the additional 
121 per cent. in the case of shopworkers made in the year 1918, but operating as from Octo
ber, 1917, should be ignored in compiling the Arrears Statements for 1917, the intention 
being to make a special provision for the item in the Arrears Statements for the year 1918. 

Will you please take steps to prepare statements for the.year 1917 in accordance with 
the Instructions appended hereto, on the lines adopted for previous Arrears Claims, whether 
your Company has a claim for Arrears of Maintenance or not, and render the formullll only 
by 31st December next to 16, Great George Street, Westminster, S.W. I., before being 
investigated, in order that the Government may be approached with the object of obtaining 
a further payment on account to the end of 1917. The complete statements will be investi
gated subsequently by Investigators from the Company aPPQinted to examine your account 
of the net receipts. 

Please acknowledge receipt. 

The General Manager, 
____ Railway. 

• Document No. M. 
t Doomnent No. 811. 
: Doc_t No. 66. 
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PRICE, WATERHOUSE & Co., 
3, FREDERICK'S PUCE, 

OLD JEWRY, E.C. 
12th November, 1918. 

ARREARS OF MAINTENANCE AND RENEWAL, 1917. 

I am in receipt of your letter ot the 5th instant and have examined the draft of the 
instructions proposed to be issued and have no comments to make thereon. . 

I do not understand the reference in the enclosing circular letter to the additional 121 
per cent. paid in the case of shop workers. 

Will you kindly explain to what it relates ¥ 
Yours truly, 

(Signed) ALBERT W. WYON 
J. C. Isaac, Esq., 

Chairman, Accountants' Sub-Committee, 

Dear Sir,· 

c/o Railway Executive Committee, 
16, Great George Street, S.W. 

(69) 

ACCOUNTANTS' SUlI-COMMITTEE, 

c/o RAILWAY EXECUTIVE COll1MITTEE, 

16, GREAT GEORGE STREET, S.W. 

19th NovemheT, 1919. 

ARREARS OF MAINTENANCE AND RENEWAL WORK. YEAR 1917. 

I am obliged for your letter of the 12th instant, and with regard to the second para
graph thereof the additional 121 per cent. re:ferred to in the covering Circular Letter is a 
bonus on earnings granted to shopworkers in lieu of War Bonus in January, 1918, dating 
back to October, 1917. It will therefore be seen that the 1918 accounts include an amount 
in respect of the year 1917, and it is proposed to deal with the matter in 1918 by means of a 
special deduction in the formulm. . 

The para.graph is inserted in the Circular_Letter in order that Companies may not 
endeavour to deal with the retrospective payment in the 1917 Arrears of Maintenance 
claims. 

A: W. Wyon, Esq., 
3, Frederick's Place, 

Old Jewry, E.C. 

Yours faithfully, 
(Signed) J. CHAS. ISAAC, 

Chairman. 
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Arrears of Maintenance and Renewal Work. 

ABSTRACTs II A ":AND "B" (1), (2) AND (3). 

I .. ued to the Railway Companies on 13th December, 1918, and known as the BROWN BOOK. 

General. 
1. The Executive Committee have obtained the assent of the Government to payments 

on account in respect of the ultimate cost of carrying out the arrears of repairs and renewals 
arising during the Government control period, so far as Abstracts II A " and "B" are 
concerned. The Government have further agreed that an addition of 15 per cent. may 
be made to the Arrears, arrived at as set out in these Instructions, on account of the 
increased outlay which may have to be incurred when the arrears of work are ultimately 
carried out. 

Basis of the Claim. 
2. Separate claims for arrears must be made in respect of Abstra.ct " A " and Abstract 

"B,"but the three sections (1),(2) and (3) of Abstract "B" are to be treated as one Abstract 
and dealt with as a whole. Each claim must be based on the amount by which the 
expenditure in the Government control period falls short of the total of the Abstract for 
the year 1913, after making such allowances as are provided for in these Instructions. 

Formullil for arriving at Claims. 
3. The rules to be observed in making up claims are set out herein (Clauses 4 to 25), 

and in the Appendix hereto will be found formulae showing in detail the manner of arriving 
at the arrears of work. Those ComJ>anies whose circumstances render it necessary for 
them to make a claim under" B" (1), (2) and (3), must do so for the threesectionsasa whole, 
and the expenditl,lre in the control period in the separate sections, arrived at as indicated 
in the formula, must be added together and placed in relation to the total of the three 
sections of Abstract" B " for the year 1913. 

Expenditure during Control Period. 
4. The actual expenditure incurred under all the headings in the Abstracts arrived 

at in accordance with the Memorandum of Instructions, but exclusive of the transfer to 
(or from) Depreciation Fund or Suspense Account, and of the item" Engine Power supplied 
to and by the Company (balance)' in the case of" B " (1), is to be the commencing figure 
in each formQ.la. 

Credits for Supervision; &c., War Manufactures, &c., Accounts. 
5. AIiy credits for ta) supervision charged to the Government in respect of War 

Manufactures, &c., and (b) supervision and profit charged to Armament Firms, must be 
added to the llXPenditure. 

Expenditure on Government Work charged to Revenue Expenditure. 
6. Any amounts included in the revenue expenditure for work done for the Government 

~.g., "Sundry small works for the 'Government" (vide Instruction No. 294), syecial 
alterations, &c., to rolling stock necessary for the purpose of conveying Naval and Military 
Traffic, &c.-must be deducted therefrom. 

New Lines opened and Additions to Rolling Stock in Service. . 
7. The amount presumed to be included in the expenditure in respect of repairs and 

renewals of additional length of line or additions to Rolling Stock in service, as compared 
with the year 1913 (and, therefore, to be deducted from such expenditure in comparing 
it with the expenditure 0.£ the year 1913 for the purpose of determining the arrears of 
maintenance in terms of money), is to be arrived at as follows :-

(a) RENEwALs.-The amount to which the Company is entitled under the 
provisions of the agreed interpretation of Clause 4 of the Memorandum of Instructions 
(vid.e Circular Letter No. 686) must be adopted, increased by a percentage to bring 
it up to the rates of wages and prices of materials of the control period under review. 

(b) REPAIRs.-In the case of " Programme" Companies, who provide on a fixed 
basis for repairs as well as renewals, the amount must be calculated in accordance 
with the usual practice of the Companies, increased by a percentage to bring it up 
to the rates of wages and prices of materials of the control period under review. In 
the case of Companies who do not provide for repairs on a'fixed basis, the amou.nt 
is to be based upon the unit cost of repairs for the year 1913. The unit cost of repau"s 
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to be arrived at by dividing the expenditure shown under the undermentioned headings 
in the published accounts for the year 1913 by the number of the relative units as 
given in the Statistical Returns for that year, and such unit costs are to be multiplied 
by the number of additional units in each case, the resultin~ figure to be increased 
by a percentage to bring it up to the rates of wages and pnces of materials of the 
control period under re'Oiew. 
ABSTRACT .. A." 

Re:pairs of Running I,ines and Sidings. 
Mamtenance of Signalling. •• 
Maintenance of Telegraphs. 

ABSTRACT" B." _ 
(1) Locomotives. 

Repairs and Partial Renewals . 
. (2) Carriages. 

Repairs and Partial Renewals. 
(3) Wagons. 

Repairs and Partial Renewals. 

}
unit-per 8~le mile 

including Sidings. 

Unit-Per Locomotive. 

·of Track, 

Unit-Per Coaching Vehicle. 

Unit-Per Merchandise and Mineral 
Vehicle. 

In the case ~f a "Programme" Company whose programme covers partial as 
well as complete renewals, the unit cost of repairs must be ascertained after eliminating 
from the expenditure for the year 1913 the amounts expended on partial renewals. 

Reduction in Mileage of Line open for Traffic. 
S. In the event of the number of miles of line open for traffic having been reduced 

in consequence of the taking up of lines for the purpose of sending Permanent Way materials
to France, or otherwise, due allowance should be made in each control period for such 
reduction both in respect of repairs and renewals. unless it can be shown that the circum
stances justify the omission of such an allowance. 

Reduction in Numbers of Rolling Stock in Service. 
9. IiI. the event of the number of Locomoti~es, Carriages or Wagons respectively, in 

service at the 31st December of the year of control under review being less than the number 
in service at the 31st December, 1913, the expenditure during the control year must be 
increased by an amount arrived at as follows, unless it can be shown that the capacity 
or first cost of the Locomotives, Carriages or Wagons respectively in service at the 31st 
December of the control year is not less than the capacity or first cost of .the vehicles 
existing at the end of 1913:-

(a) RENEWALs.-1n the case of "Progra=e" COD.lpanies--i.e., Companies who 
provide for renewals (complete or partial) on a fixed basis-the amount, if any, must 
be calculated in accordance with the usual practice of the Companies, increased by 
a percentage to bring it up to the rates of wages and prices of materials of the control 
period under review. In the case of other Compa'llies, the Company must satisfy 
the Investigators that the amount dealt with is reasonable having regard to all the 
circumstances. 

(b) REPAms.-1n the case of "Progra=e" Companies who provide on a fixed 
basis for repairs as well as renewals, the amount, if any, must be calculated in 
accordance with the usual practice of the Companies, increased by a percentage to 
bring it up tQ the rates of wages and prices of materials of the control period under 
review. In the case of Companies who do not provide for repairs on a fixed basis, 
the amount is to be based upon the unit cost of repairs for the year 1913, arrived at 
as set out in section (b) of Clause 7 hereof. 

Statistical Returns Ia and II of the Published· Accounts and Returns. 
10. With reference to the foregoing Clauses Nos. 7, 8 and 9 : in view of the fact that 

Statistical Returns IA and II have not been published since 1915 it will be necessary" to 
submit to the Investigators, and append to the claims, such returns, duly certified by 
the responsible officer concerned. So far as Statistical Return IA is concerned, any 
reducti!>n in the mileage due to the taking up of Permanent Way materials for France or 
otherwISe should be indicated. So far as Statistical Return No. II-Rolling Stock, is 
concerned, no alteration should be made in the numbers in respect of Rolling Stock on 
loan to the Government for uee ove:rs!l!l.~, i.e., Rollin~ ~tock for whic4 till) GoVel1l!lWD~ 
have made no paymen!;, . 

(3169~9) f 
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Rolling Stock built or repaired otherwise than in the Companies' Workshops. 
II. In the case of Rolling Stock purchased in the control period in replacement of 

other vehicles, or in the case of Rolling Stock repaired by outside firms, which under ordinary 
oircumstances would have been built or repaired in the Companies' Workshops, the 
additional cost ari~ing from that circumstance will not be represented by the percentage 
arrived at as indicated in these Instructions, and should be the subject of a separate 
deduction from the expenditure of the control period under review as compared with the 
expenditure of the year ,1.913. In arriving at this deduction, the amount paid in respect 
of such work must be put in relation to the cost whicn would have been incurred in doing 
the work in the Companies' Workshops in the control period under review, including a due 
allowance for workshop expenses. . .. 

It must be noted that the amount included in Abstract" B" (I), (2) and (3) under 
the headings of "Wages" and/or" Materials" on account of work executed by outside 
firms, in respect of which a special deduction is made under this Clause, should be excluded 
from the headings referred to for the purpose of ascertaining the percentage increase under 
Clauses 17, 19 and 20 hereof. . 

Additional Renewal or Depreciation Provisions other than in respect of New Lines and/or 
Rolling Stock. . 

12. The amount allowed to a Company though Abstracts" A" and" B" (I), (2) 
and (3) in the Government Account, by way of a renewal or depreciation provision, in excess 
of, or additional to, the provision for the year 1913, in respect of works or equipment 
other than Permanent Way and/or Rolling Stock, should be dealt with as a deduction 
on the same lines as those adopted in the case of "New Lines opened" and" Additions 
to Rolling Stock in Service" (vide Clause 7 hereof). 

Special Expenditure incurred in the lifting and restoration of Permanent Way due to 
Shortage of Materials. 

13. In cases where a Company, owing to the shortage of materials, has lifted rails, 
&c., 'from a line which would not otherwise have been disturbed, for use on a more important 
section of line, the cost incurred in such lifting operations may be deducted from the 
expenditure in arriving at the claim for Arrears of Maintenance, together with the labour 
cost incurred in the restoration of the former line. In the event of the restoration not 
having been effected prior to the end of the period of control, the estimated cost of the 
labour to be expended in connection with such restoration should be claimed specially 
from the Government. 

Additional Expenditure for Abnormal Wear and Tear. 
14. Any amount included in the expenditure, representing additional costs incurred, 

. as the'result of abnormal wear and tear to which the Permanent Way or Rolling Stock 
of a Company has been subjected during the control period, should be deducted n;om 
such expenditure. Owing to the varying circumstances of the Companies, it is impOSSible 
to stereotype a method for arrivrng at the deductions referred to in this paragraph, E,ach 
Company, therefore, who makes such a deduction will be required to produce 8ufficI,ent 
evidence, accompanied by a report from the Chief Executive Officer concerned, to satISfy 
the Government Auditor that the abnormal wear and tear so deducted has taken place 
and that the expenditure has been incurred during the control period in making the same 
good. 

Allowance for Increased Rates of Wages and Prices of Materials. 
15. The deduction from the exp~nditure in the control period~ in order to, ma~e 

allowance for the difference between rates of wages and between pnces of matenals 1D 

the two periods, is to be arrived at as provided in the following Clauses, Nos. 16 to 20 
inclusive. 

Increased Rates of Wages. Abstract" A." 
16, (a) Each CO)Ilpany to select in the control period under review the prescribed 

number of weeks, These weeks should, so far as possible, correspond with those s~lected 
in the case of the year 1913, and in the event of there being any variation, t~e ~vestIgators 
will require to be satisfied as to the oircumstances under which such VarIatIOn has be!ln. 
mllde. The periods represent~d by the selected weeks must be fixed so as to compl'lSe. 
within each such period any variation which may have arisen in the rates of paY.per hour •. 
piece-work allowances, overtime allowances, or War Bonus pa~ents •. 
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(b) Each Company to ascertain the total actual days. or hours worked by employeeS 
whoee wages are mainly chargeable to Abstract" A," in each of the selected weeks, whethet 
at ordinary, piece-work or overtime rates, together with the total amount of earnings paid 
to the employees in respect of such days or hours. . 

(c) The total earnings for each selected 'Week to be divided· by the total days or hours 
actually worked for the same week. This will give for each of the selected weeks the average 
daily or hourly wages cost. !he average rl!-tee per day or hour to be calculated to not less 
than three places pf decimals. 

(It should be noted that as 0& result of the issue of Circular Letter No. 984, which 
]lrovided for Conciliation War Bonus following the wages as from 1st January, 1917, 
the amoUnt of the Conciliation War Bonus should be included with the total earnings.} 

. ,. (d) !rh~. average ·daily or hourly wages cost f{)r each of the selected weeks tob!) 
imiltiplied by the number of weeks within the period represented by that week as defined 
in section (a) of this Clause; and the total of the resulting figures when divided by 52 will 
give the average. daily ~r hourly wages eost f?r the control period und.er revi~w, 'Yhich 
must be placed In relatIOn to the average dailyor hourly wages cost In the year1913 
ascertained for ~he purpose of· previous Arrears Statements. The inc!ease shown to be 
expressed in the terms of a percentage of the former average. 

The percentage increase so ascertained to be applied to the total amount. of the wages 
paid in the control reriod under review in connectIOn with Abstract" A," and the figures 
so modified will be • the wages cost of work carried ou~ in the control period uJide:nevieV( 
at the rates of wages for the year 1913'~ referred to In Clau,se 20 hereof. 

Im;reasedRates of ·Wages. Abstract "B" (I), (2) aDd (3). 
17. (a) Each Company to select in the control period under review the prescribed 

numherof weeks. These weeks should, as far as possible, correspond with those tielected 
ih the case of theyea.r 1913; and in the event of there being any variation, the Investigators 
will require to be. satisfied as to the circumstances imder which such variation haS bee!! 
made. The periods represented by the selected weeks must be fixed so as to compris~ 
within each such period any variation which may have arisen· in the rates of pay' per hour, 
piececwork allowan!Jes, overtime allowances, or War Bonus payments. . 

(b) Each Company to asgertain the total actual hours worked by employees whose 
wages are mainly chargeable to Abstract" B" (1), (2) and (3), in each of selected weekS; 
whether at ordinary, piece-work or overtime rates, together with the totala.mount of 
earnings paid to the employees in respect of such hours. Each section of Abstract "B " 
to be dealt with separately as providea herein. 

(c) The total earnings for each selected week to be divided by the total hours actually 
worke~ f01: the Same week. This will give for each of the selected weeks the average 
hourly wagr.s. cost. The ~verage rates per h~ to be calculated to not less. than three 
places of decllnals.' .. . . . 

(It" should be noted 'that as a result of the issue of Circul~r Letter No. 984,whicq 
provided for Conciliation War Bonus following the wages as from 1st January;1917; 

.. th~ ,amount pf tl;1e (Jonciliation War B~nus should be inoluded with the total earn.ing~~ 

. (d) The average hourly wages cost for each of the seleCted weeks' Mbe mUltiplied by 
the number of weeks within the period represented by·that week as de.'finedin seption 
(~) of thil!Clause, and the total of the resulting figures when .divided by 52 will give the 
average hourly wages cost for the control period under review, which must be placed in 
relation to the average hourly wages cost in 1913, ascertl!ined fo~ the P1ITPose Qf previous 
Arrears Statements. The increase shown to be expressed in the terms of a percent;l.gf} 
o! the former average. 

The percentage :increase so ascertained to be applied to, the " Wages" items Shown 
under the head,ings "Complete Renewals" and "Repairs and Partial Renewals" in 
A.bstract " B " (I), (2) and (3) respectively, for the control period under review, and the 
figUres so modified will be " the wages cost of work camed out in the control period under 
review at'the rates of wages for the year 1913" ·referred to in Clause 20 hereof. ' 

Increased Prices of Materials. Abstract "A." 
18. (a) In or!ie~ to avoid the trouble of calculating the whole of the ni.ater\.a1s'use~ 

in the control period at prices for the year 1913, not less than 80 per cent. (in ~aluershllll 
be so calculated. . . . .. 

(b) In determining the minimum of 80 per cent .. (in value) the gross debit jor the 
materials issued and used at the actual issue prices-i.e., before taking credit for the'ampunt 
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dealt with in respect of scrap materials returned should be adopted as the basis for the 
total value of the materials mainly charged to Abstract "A." So far as possible the 
materials selected should corresp(;md with the materials selected in the case of previous 
Arrears Statements. 

(e) The actual quantities of the materials issued and used mainly chargeable to 
Abstract" A," selected to represent the 80 per cent. in the control period under review, 
and the cost thereof at actual issue prices, to be tabulated in detail and compared in the 
total with the cost for similar quantities at the issue prices for the year 1913, the net 
increase so ascertained to be expressed as a percentage of the former cost. 

The percentage increase so ascertained to be applied to the cost of all materials used 
in the control period under review and charged to Abstract " A," after taking credit for 
the amount dealt with in respect of scrap materials returned, which will give "the cost at 
the prices for the year 1913 of materials used in Maintenance and Renewal Work carried 
out m the control period under review," referred to in Clause 20 hereof. 

(In ascertaining the amounts included in Abstract " A" for " Wages" and 
.. Materials" respectively, amounts paid to Contractors for work done to be excluded 
from the respective items, unless it has been the' practice of the Company to make an 
actual allocation of such amounts to the two headings.) 

Increased Prices of Materials. Abstract .. 8 " (I), (2) and (3). 
19. (a) In order to' avoid the trouble of calculating the whole of the materials used 

in the control period at the prices for the year 1913, not less than 80 per cent. (in value) 
shall be so calculated. 

(b) In determining the minimum of 80 per cent. (in value), the· gross debit for the 
materials issued and used at the actual issue prices-i.e., before taking credit for the amount 
dealt with in respect of scrap materials :returned-should be adopted as the basis for the 
total value of the materials mainly charged under the headings "Complete Renewals" 
and" Repairs and Partial Renewals" in Abstract" B" (I), (2) and (3) respectively. So 
far as possible the materials selected should correspond with the materials selected in the 
case of previous Arrears Statements. 

(e) The actu8.l quantities of the materials issued and used mainly chargeable to the 
headings "Complete Renewals" and "Repairs and ,Partial Renewals" in Abstract 
" B " (1), (2) and (3) respectively, selected to represent the 80 per cent. in the control ~eriod 
under review, and the cost thereof at actual issue prices, to be tabulated in detail and 
compared in the total with the cost for similar quantities at the issue prices for the year 
1913, the net increase so ascertained to be expressed as a percentage of the former cost. 

The percentage increase so ascertained to be applied to the charge for" Materials," 
under the headings " Complete Renewals" and "Repairs and Partial Renewals " in 
Abstract" B " (I), (2) and (3) respectively, in the control period under review, which will 
give "the cost at the prices for the year 1913 of materials used in Maintenance and 
Renewal Work carried out in the control period under review" referred to in Clause 20 
hereof. 

Allowance for Increased Rates of Wages and Prices of Materials. Abstracts" A" and 
" 8" (I), (2) and (3). 

20. The difference between-' 
(i) The wages cost of work carried out in the control period under review at the 

rates of wages for the year 1913, and 
(ii) The actual charge for such wages, 

to be added to the difference between-
(iii) The cost at the prices for the year 1913,of materials used in MaiI).tenance 

and Renewal Work carried out in the control period under review, and 
(iv) The actual charge for such materials, 

and applied to the actual charge for wages and materials combined, in order to give ~he 
percentage which is to be applied to the total amount of the particular Abstract or sectIOn 
of Abstract. 

J. Joint Lines. 
21. (a) The wages percentage for Abstract" A .. in the case of J. Joint Lines main

tained by one or more of the owning or leasing Companies to be arrived at as follows :-

(i) If wholly maintained by one Company the wages per(}entage amve(l at by 
linch Oompany ~«?r its ow~ line ~ 1]e adorteq, 



(il) If maintained by two or more Companies, the wages perCentages of such 
Companies to be combined on the basis of the wages incurred in respect of the J. 
Joint Line Maintenance under the supervision of, or charged by, the respective main
taining Companies. 
(b) The materials percentage for Abstract" A " to be ascertained in the case of each 

J. Joint Line in accordance with these Instructions. 

Percentages. 
22. The percentages arrived at 'Ilnder the foregoing paragraphs to be worked out to 

three places of decimals. 

Abstract Totals for Year 1913. 
23. The totals of the Abstracts for the year 1913, as shown in the published Accounts, 

exclusive of the Engine Power item in Abstract" B " (1) is to be placed in relation to the 
expenditure (as adjusted) of the control period under review .. 

Transfers to (or from) Depreciation Funds or Suspense Accounts. 
24. The net amounts shown in the Abstracts for the control period under review under 

the heading of " Transfer to (or from) Depreciation Fund or Suspense Account" must be 
deducted from, or added tI?, the" Amount chargeable for Arrears of Work," as provided 
in the Formulm--i.e. the net amount transferred to the credit of Depreciation Funds or 
Suspense Accounts would be a deduction from the Arrears, and the net amount transferred 
from Depreciation Funds or Suspense Accounts to the credit of the Abstract would be an 
addition to the Arrears. 

Submission of Final Claims. 
25. It must be noted that all Companies are required to compile a statement in the 

form provided, and that no Company will be entitled to retain or receive any amount in 
respect of Arrears of Maintenance unless there are Arrears of Work for the whole period 
of control. Those Companies, therefore, making a claim in respect of either Abstract 
for the control period under review must reduce the amount so claimed by the net excess, 
if any, produced by the statements rendered in respect of that Abstract for the control 
period to the previous 31st December. Similarly, those Companies who show an excess 
of work in .either Abstract for the control period under review will be required to refund 
the amount of such excess, with the proviso that the amount so refunded shall not exceed 
the amount· received by the Company in respect of that Abstract for Arrears of Main
tenance to the previous 31st December. 

Abnormal Wear and Tear. 
26. It should be noted that the claims to be made under these Instructions do not 

take into account the abnormal wear and tear to which the Permanent Way and Rolling 
Stock of certain Companies may have been subjected during the control period, so far as 
such abnormal wear and tear has not been made good during that period, and that any 
Company who is in a position to substantiate a claim under this head should make its 
claim independently of the claims submitted for Arrears of Work. 
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Appendix (vi/k Clauss 3). 

FORMULA FOR ARRIVING AT ARREARS OF MAINTENANCE AND RENEWAL 'OF WA.Y 
AND WORKS-YEARS 1917 AND 1918. . 

ABSTRACT " ~." 

Total Expenditure under all headings in Abstract" A," exclusive of Transfers to 
(or from) Depreciation Funds or Suspense Accounts-Year 

AM-
. Credits for supervision charged to the Government' 
For reduction in Mileage of Line open for Traffic •.. 

Lull-
Expenditure on Work for Government charged to Revenue-...g., Small Works 

under £10 
For New Lines opened, arrived at in the prescribed manner 
For Renewals and Depreciation of additIOnal works or equipment other than 

Permanent Way' 
Additional Expenditure for Abnormal Wear and Tear 
Special Expenditure for lifting and restoration of Permanent Way due to shortage 

of matenals 

Lu'percent. (arrived at in th~ prescribed manner) to reduce to 1913 cost 

~xpenditure in Year adjusted for comparison with the Year 1913 
'l(otal of Abstract "A," Year 1913, BS per.Printed A,ccounts ... 

Arrears of Work, Year 
.ddd·lli per cent .... 

,subject to addition of 15 per cent . 

Amount chPrgeable for Arrears of Work, Year 
Deduct (or Add)-
. Amount transferred to credit or debit of Depreciation Fund. or Suspense 

Accounts, Year 

Net amount to. be claimed for Arrears of Work, Abstract" A," Year 

£ 

£. 

'. £-



FORMULA FOR ARRIVING AT ARREARS OF MAINTENANCE AND RENEWAL OF ROLLING 

STOCK-YEARS 1917 AND 1918. 

ABSTRACT .. B" (1), (2) AND (3). 

Total Expenditure under all headings in Abstract, exclUBive of Transfer to (or 
from) Depreciation Funds or Suspense Accounts, and of the Engine Power 
item in .. B" (l)-Y"ar ... • •... 

Add-
Credits for Supervision and Profit on War Manufactures ... 
For reduction in Rolling Stock in' service, arrived at in the prescribed manner 

Less-
Expenditure on Work for Government charged to Revenue ....... ,g., Small Works 

under £10; Alterations to Rolling Stock for the Military Authorities 
For additions to Rolling Stock in service arrived at in the prescribed manner '" 
For Renewals and Depreciation of additional equipment other than Rolling Stock 
Additional Expenditure for Abnormal Wear and Tear 
Additional Cost of Rolling Stock· purchaeed from, or repaired by, outside firms 

Less per cent. (arrived at in·the prescribed ~er) to reduce to 191300st 

Expendit.';'" il).. Year, adjusted for comparison with the Year 1913 

The above process to be applied in the cAse of each of the 3 Sections of Abstract 
.. B" separately. The resulting figures to be totalled thus :- B (1) 

B (2) 
B (3) 

Totolof Abstract" B " (1), (2) and (3), Year 1913, as per printed Aeoounts, 
exoluSive of the ·Engine Power item in the case of .. B .. (1) :- B (1) 

.' B (2) 

Arreara 'of Work, Yeat 
Add 15 per cent .... 

, subject to addition of 15 per cent. 

Amount chargeable for Arreara of Work, Year 
Deduct (or Add)-

B (3) 

Amount transferred to credit or debit of Depreciation Funds or Suspense 
Accounts, .. B ," (I), (2) and (3) oombined, Year ... ... ... . .. 

Net amount to be claimed for Arrears of Work, Abstract" B " (1) (iI) and (3), 
Year ... ... ... ... ••. '" ... ... '" .•• 
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VII.-FORMAL APPROVAL OF SUPPLEMENTARY CLAUSES TO AGREEMENT AND 
CORRESPONDENCE IN REGARD TO ARREARS OF MAINTENANCE OTHER THAN 

"ABSTRACTS "A" AND "B." 

Document 
Number. PAO. 

(71) Supplementary Clauses to the Railway Agreement, as fina.Uy approved-known as the Pink Book 89 

(72) Letter of 12th August, 1916, from the Treasury to the Board of Trade, stating that they had been 
in communication with the Railway Executive Committee and the Board with regard to the 
Supplementary Agreement and enclosing the Olausee proposed 94 

(73) Letter from the President of the Board of Trade to Sir Herbert Walker, inquiring whether all 
the eontrolled Railway Companies are prepared to accept the proposed Clauses ... 95 

(74) Letter of 27th Octoher, 1916, froin the Railway Exe.cutive Comnuttee to the Board of Trade, 
. stating that all the Companies agreed to the proposed Clauses, and asking for an assumnce with 

regard to Arrears of Maintenance outaide Ahstracts .. A .. and " B .. ... ... ... ... 911 

(76) Letter of 8th November, 1916, from the Board of Trade to the Treasury, stating that they propose 
to give the Companies the aS8Ul'&nce asked for above ............... .•. 96 

(76) Letter of 9th December, 1916, from the Treasur:!' to the Board of Trade, stating that they will be 
prepared under certain conditions to eonsider the extension of the Arrears of Maintenance 
arrangements to Abstracts other than" A .. and" B .. 96 

(77) Letter of 16th December, 1916, from the Board of Trade to the Railway Executive Committee, 
forwarding a copy of TreasUry letter of 9th December, 1916 ... ... ... '" ... 97 

(78) Letter"of 23rd December, 1916, from the Railway Executive Committee to the Board of Trade, 
"asking for a speCific assurance that the Railway Companies will have a claim against the Govern
ment at the end of the period of the war, or at the end ot the period of control, in regard to 
Arrears of Maintenance in the case of works not included in any arrangements now made or to be 
made for the payment of Deferred Maintenance 97 

(79) Letter of 6th January, 1917, from'the Board of Trade to the Treasury, stating that they assumed 
that the position was as stated by the Railway Executive Oommittee in their letter of 23rd 
December, 1916 .... 98 

(80) Letter of 23rd January, 1917, from the Treasury to the Board of Trade, giving the assurance asked 
for above '" 98 

Vide also Appendix XVII. 
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(71) 

SUPPLEMENTARY CLAUSES TO AGREEMENT WITH HIS MAJESTY'S aOVERNMENT. 
Issued to the Railway Companies on 14th November, 1916, and known &8 the PINK BOOK. 

I. Capital Expenditure. 

Interest to be allowed upon all sums expended upon (1) works (including in that 
term rolling stock and plant and a4;Q the land used in connection with works) brought 
into use since 31st December, 1912, or (2) mineral support in connection with lines actually 
in use during the period of control which has been acquired since 31st December, 1912, 
under the mining clauses of the Railway Clauses Consolidation Act, 1845, or similar 
statutory provisions, which are properly chargeable to capital and have in fact been so 
charged. 
1. Works brought into Use (or Mineral Support acquired) during 1913. 

Interest to be allowed thereon in 1914, from 5th August, to the date corresponding 
to the date in 1913, when the works were brought into use (or mineral support acquired), 
and in subsequent years of control for the period in those years which corresponds with 
the :period in: 1913, during which the works were not in use (or mineral support not 
acq1llred). 
2. Works brought into Use (or Mineral Support acquired) during 1914, or in SUbserzuent 

Years included in the Period of Contml. 
(a) Prior to the 5th August, 1914. '. 

Interest to be allowed thereon from the 5th August, 1914, throughout the penod of 
control. 

, (b) From the 5th August, 1914. ' 
Interest to be allowed thereon from the date when such works were brought into 

use (or mineral support acquired) and throughout the remainder of the period of control. 
The rate of interest to be 4 per cent. per annum for the whole period of controL 
Regulations in regard to the calculation of interest in the case of works brought 

gradually into use, and generally as to giving effect to this clause, to be agreed between 
the Government Accountants and the Railway Executive Committee. Such regulations 
shall include a provision that, in ascertaining the capital expenditure on which interest 
is to be calculated, deduction must be made for the value of works repl~ced. (For agreed 
Regulations, see pages 10 and 11 hereof,) 

The Government to pay in three equal monthly instalments 85 per cent. of the amounts 
claimed under this head in respect of the period to 31st December, 1915, and the balance 
from time to time as soon as amounts due are agreed. 

II. Stores. 
At the end of the period of Government control, a cash payment to be made by the 

Government to each of the controlled Companies equal to the difference between (a) the 
hook value of the stores in stock at the 5th August, 1914, and (b) the value of the same 
quantities of similar stores calculated 

(1) As to the extent those quantities are in stock at the end of the control period, 
at the book :values then ruling. ' 

(2) As to the shortage in the quantity at the end of the control period as com
pared with the quantity at the' beginning, 'at replacement prices. 
The replacement prices to be agreed between the Treasury and the Railway Executive 

Committee as fairly representing the prices at which the shortage could be made good, 
having regard to quoted market prices at the end of the control period, the probable 
movement of prices and ·the ~er circumstances of the case. Any amounts already 
received by the Companies for replacement value of material used on work done for the 
Government must be brought into account when fixing the amount to be allowed under· 
this Clause. 
. Regulations in regard to the calculation of prices, the definition of stores, and generally 
as to giving effect to this Clause, to be agreed between the Government Accountants and 
the Railway Executive Committee. . 

III. Allowances to Dependants of Men serving with H.M. Forces. 
As from the commencement of the period of control the Government to bear'the 

cost of any allowance made by a Company in accordance with the Circular Letters issued, 



or which may, with the assent of the Goveiii)nent, be hereafter issued by the Railway 
Executive Committee on the matter to the dependants of an employee serving with H.M. 
Forces (other thaii a commissioned oJticerT; )v'1iethef$\i.clil .anawabci!·.IlX~GdS. iOI!lIt.:-ltiiek. 
m~ '.' '., . 

In'the case of comm:ssioried officers; 'the arrangement- set' out"hi CirciIIai'tetters 
Nos. 274, 277,288 and 321 issued by the RailV\'ay~eclltive Committee to continue. . . .". ..... ~ . 

. IV. Damage to Railway Property by Bombardment ,OF Hostile Aircraft.. 
. (1:) The Government to bear the cost, of . making good any damage to prciperty or' 

plant (other than 'property the rent, of whICh' would normally be included in the lower' 
half of ,Account No.8 of the Statutory Form of Railway Accounts)' caused I>y'bombard. 
ment orh?stile aircraft (including any d&n;1age .. which may he caused through ·measures 
taken agamst such bomb?-rdment or. hostile all'c;raft); whether such damage ~has 'been 
or can be made good durmg the penod of Government control or not. ' 

(2) Any premiums paid in respect of, any such property or plant already insured' 
against such risks to be included in .the Companies' ;ordinary working expElnditure, and 
clfedit to be given to the Government for any: sums r!lceived by the Comp~nies un<ler 
policies of insurance. . 

(3) In the case of premises held by a Company on lease or agreement,' and which 
if owned'by the Company would fall within clause (I), the Government to indeqm.ifythe 
Company to the extent of their legal liabili~y under t4e tenns of the lease or agreement 
in each c·ase. . .' .... . . . '., . 

V. Charges for Services rendered. by ~alt~ay' Companies' to the' Oovernlrient. . . .... " . . . . 
The rules to be observed as regards charges for services rendered to, or accommodation 

or other things provided for, Government Department~by c~trolled Railway C9mpanies 
shall be those set forth in the Scheduleannexe,d hereto; IlXcept so far as maybe otherwise 
agreed from time to time between the. Treasury and ;the Railway Executive COqlmittlle. 

VI. Adjustment .of Accounts. 
Every Company to give an undertaking to repay '0 the Treasury' or to any: persol!- • 

nominated by them any sums which 'on a. final settlement of the accounts of any periOd' 
ending 31st December may be found to have been received or retained by such CompaIlY' 
in excess' of the amounts due to them, together with iIlterest at the Tate of 5 per cent, 
to run from the 1st March following the close Of any such perio& 

, 
CHARGES FOR SERVICES RENDERED BY RAILWAY COMPANIES TO THE' 

GOVERNME~T. 

Schedule referred . to in. Clause V of the Supplementary l;liluses to: Agreemenf 'with 
. His Majesty's Government. 

Section I. 

A. Direct cash payments will be made to tke Railway OOmpanies by tke (:;dvemmen' 
Departments concerned fO'l-

All services rendered to Public Departments other than to the Adiniralty, War Office, 
or Ministry of Munitions. . . 

B, ,Direoteash p"ayments will be made by tke Admiralty. WarOjfice, P.I' Ministry oj. 
Munitions, as follows :- ' .' ' '. 

1. Special services called for by the Admiralw,-WarOffice, or Ministry of Munitions: 
undertaken by the Companies outside their ordinary 'functions of. trailsportation and 
warehousing, which involve constructional services or the supply. or -manufacture of stores·· 
or plant for those. departme~ts, or ,the repair of property ~elonging to them,tog~ther Wi~h 
the labour cost m connectIOn WIth any of those, S6l'VlceB except as othel'WlSe herem 
provided for. A separate account is to be kept of the expenditure incurred under this head, 
and payment made in accordance with the financial proced1ll'6 arranged with the Railway
Executive Committee. 

2. Season Tickets. 
. 3. ,Conveyance of Dockyard Officials and Dockyard Workmen., hetweell the~ pl.aces 

of residence and duty. 
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4. Agreed payments for ocCupation of and for damage to property the proceeds _of 
which would not be included ordinarily" above the line " in Account No.8. of the ScheduJe 
to the Railway Companies (Accounts and Returp.s) Act, I9H. . " , " 
, 5. (A) Supplies of Water, (B) Supplies of Gas and Electric Lighting, and (0) Wages 

of Staff employed, under pre-w~ contracts or agreements applying to these group~ (A}, 
(B) Qr (0)., , " ' ... : 
, 6. Work done of £10 and upwards in value in each case fQr <>r on His Majesty's slllps 
and other _ships under the control of the Admiralty, but not on Railway-owned boats: 
(See Section II, paragraph 14.) 

7. Any other services which are" agreed by the Companies and the Admiralty, War 
Officll. or Ministry of Munitions, to be of a similar character to those detailed above, the 
cost of which is Mt chargeahle to working expenses and recoverable through'the operation 
of the guarantee._ , ' ' , 

, The following item has been agreed since the issue of Circular Letter No. 655 :-
8. Conveyance of members of Naval and Military Forces travelling upon Police 

Warrants endorsed "On Admiralty Service" or "Military." (See Circular Letters' 
Nos. 589 and 721.) , 

Section II. 
DireCt cash paymen" will fIOt be made to the Railway Companies by the Admiralty, ,Waf 

Office. or Ministry of Munitions, in the following cases, the cost being charged 
by the Companies in fIOrmaZ course to working expenses atid recovered through 
the operation of the guarantee:- " 

1. Conveyance of Naval and Military Officers and Men travelling under Warrants. 
2. Conveyance of Civil Officers and Men (including Dockyard Workmen) belonging 

to the Admiralty and Naval Establishments when travelling- on duty under Warrants. 
3. Conveyance of wives, widows and children of Members of the Naval and Military 

Forces, and other persons when entitled to be conveyed at the public expense, on Naval 
and Military Warrants. 

4. Conveyance of Members of the Naval and Military Forces travelling upon Warrants 
endorsed "On repayment." , .. 

5. Conveyance of personal luggage of the foregoing up to the authonsed quantity, 
~d Government baggage. " ' 

6. Conveyance of Corpses of Members of the Naval and Military Forces, -also of 
Civilians (e.g., Dockyard Workmen dying when away from their Dockyard on detached' 
duty) allowed to be carried .at the public expense. 

7. Special trains on Naval or Military service, under instructions frorn the Admiralty 
or War Office. " 
, ,8. ~nveyance (including a1! services I?rovided for ~ the rate). of ~res, ~ an~ 

ammurutioB and other- necessanes and things the carnage of which IS authonsed on 
Admiralty Notes (D. 80), War Office Notes (G. 980 or G. 996) or Munitions Notes (R. 365}. 
In cases where traffic is carried without the use of these Notes, the Companies will clear 
the charges on certification by the Department concerned that the charges are a Govern
ment liability. 

,9. Conveyance of Carrier Pigeons for the Naval and Military services. , 
.10. Meals supplied to Naval Ratings under the established meal order system. ' 
11. Small Steamboat, Railway or Dock Works (other than Stores) under £10 each 

in value not otherwise herein provided for. 
12. Controlled Railway Companies' Dock and Harbour Dues and Berthing and 

Mooring charges; also out payments on through traffic to publicly owned Ports, Docks, 
and Harbours-e.g., Port of London Authority, and Mersey Dock and HarboUr ,Board. 
· , 13. Water, Gas Power ,or Electrical Lighting obtained from the Railway Companies' 

Qwn Sources of supply. Where any special arrangement is installed or provided for these, 
~~oses to the Government Departments and the user can be measured. and thecharge$ 
ralSe~ thereon have to be paid, to third I?arties, the Co~pany making the payment will 
be rennbursed by the Department for which the supply IS rendered. ' 
, . 14. Work done by the Companies or by outside fums at the request of the Companies. 

for and on any RailwaY-Owned ships forll)ing part of His Majesty's Navy ,for the time 
being; also cost of food, working of vessels and all other charges in connection therewith. 
· ' 15. Damage done by- His Majesty's ships to Railway-owned boats not requisitioned 
by the Crown, the charge for which in any Olle case does not exceed £100. . . 
· 16. Damage other than that provided for in Clause 15 (to Piers, Stations and other 

property for which the Railway Companies are responsible) not exceeding £100 in each 



case and not due to the culpable negligence or mischief of the servants of the Crown. 
Where the damage is traceable to the culpable negligence or mischief of the servants 
of the. Crown, irrespective of amount, and in all cases where the value exceeds £100, a 
direct cash reimbursement is to be made by the Department concerned to the Company 
affected. 

17. Loss of Railway-owned steamers requisitioned' by the Government. 
18 .. Rent of premises which would normally fall above the line in Account No.8 

of the Railway Companies' Statutory Form of Accounts. 
19. Carriage of Timber for His Majesty's Office of Works as laid down in Circular 

Letter No. 602, or any other traffic service for which the Railway Executive Committee 
have agreed not to demand cash payments. 

20. Maintenance of Sidings constructed on Government Aooount, whether within or 
outside the boundary of a Company's property. 

The following items have been agreed since the issue of Circular Letter No. 655;-
21. Teeming or Tipping and Trimming of Admiralty Coal (including that consigned 

to the Admiralty Agents, Messrs. Mathwin & Son, or such other authorised agents of 
whom the Admiralty may notifi the Railway Executive Committee) for ships of His 
Majesty's Navy, including Transports. (See Circular Letter No. 713.) 

22. Conveyance (including all services provided for in the rate) on behalf of the 
Admiralty , War Office, or Ministry of- Munitions, of Stores, Arms and Ammunition, and 
other necessaries and things intended for the Russian and other Allied Governments
the carriage of which is authorised on Admiralty Notes (D. 80), War Office Notes (G. 980 
or G. 996), or Munitions Notes (R. 365). (See Circular J"etter No. 713.) 

Section III. 

Any service, not hereinbefore specified, shall fall under Sections I or II, but the 
question as to under which section it shall fall shall in default of agreement between the 
Companies and the Department concerned be referred to the Treasury. 

Section IV. 
Oarriers' and Transit Notes. 

1. The' issue of Admiralty, War Office and Ministry of Munitions Notes will hence
forth be regarded as being restricted to cases where the liability for conveyance is a charge 
against the Government. 

2. There will be no change in the existing forms of Admiralty (D. 80) and War Office 
(G. 980 and G. 996) Notes. 

3. The existing procedure will be followed as regards the disposal of Admiralty and 
War Office Notes where both Consignor and Consignee are Naval or Military Officers or 
Departments; but for the future, instead of pricing and raising charges on Notes where 
the Consignor or Consignee is a Contractor, the Companies will collect and forward the 
Notes to the Admiralty or War Office weekly for scrutiny, with a yiew to establishing 
Government liability. Any cases where such notes have been wrongly us~d for trafl!.c 
for which the Government is not liable will be referred back to the Compames, who will 
advise the Department concerned of the amount chargeable, and the Departme!lt ~ 
take steps to effect recovery, retaining the amounts so recovered. {The Compames will 
give any information required' as to the Rates to be charged, and in the case of any 
questioned Rates, the Companies will advise the Department what reductions (if any) 
can be allowed, and the Departments will adjust matters with the Contractors.) . 

4. The Companies will return weekly to the Ministry of Munitions the Notes in their 
possession upon which free conveyance has been afforded, and the Ministry of Munitions 
will compare these Notes currently with the Contracts, and where it is found that the 
Contracts do not provide for carriage being a Government liability, the Ministry will 
deduct the carriage in the Cost Account and retain the sum so deducted. (The Com
panies will give the Ministry any information required as to the rates to be charged. 
In the case of any questioned rates the Companies will advise the Ministry of Munitions 
what reductions (if any) can be allowed, and the Ministry will adjust matters with the 
Contractors.) . 

5. The Companies will draw the attention of the Admiralty, War Office, or Mi~ 
of Munitions to any Notes which prima flicie appear to be irregular, and will on the appli
cation of the Admiralty or War Office be prepared to select specified classes of Notes and 
send them to those Departments for scrutiny. 
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Section V. 
All existing outstanding accounts, irrespective of the Clauses of this Memorandum 

under which they may fall, to be treated as settled and closed so soon as the Departments 
concerned return the accounts rendered with endorsements that the charges are Govern
ment liabilities, when the Companies will cancel the transactions in their books and 
recover the sums due through the Compensation Account. 

INTEREST ON CAPITAL EXPENDITURE . 
• • 

REGULATIONS IN REGARD TO THE COMPILATION OF CLAIMS FOR 
INTEREST ON CAPITAL EXPENDITURE. 

I. Definition of Capital Expenditure. 
Capital Expenditu.re means sums charged to Capital lincluding expenditure on 

Leased and Worked Lines), or in the case of land subject to a rent charge or feu duty, 
the capitalised value of such rent charge or feu duty, calculated at 25 years' purchase, 
in connection with-

(1) The first seven items in Account No.8 in respect of lines, works, rolling 
stock and plant (hereinafter described as .. works, &c."), brought into use during or 
subsequent to the year 1913, irrespective of the period during which the expenditure 
was incurred. 

(2) Purchase money' or compensation paid for mineral support acquired under 
the mining clauses of the Railways Clauses Consolidation Act, 1845, or sim¥ar 
statutory provisions, during or subsequent to the year 1913, in respect of Lines, &c., 
actually in use. . 
The cost of any works replaced to be deducted from the capital expenditure on any 

new works upon the cost of which interest is charged. 

2. Works, i.e., brought into Use in Sections. 
In the case of works, &c., sections of which are brought into use from time to time, 

interest to be allowed upon the cost of the section brought into use in so far as that can 
be separated from the cost of the remainder of the work, together with a proportion of 
such items of cost as cannot be so separated corresponding to the proportion of the entire 
work which is brought into use. 

3. Land. 
Except in the case of land, the rent of which would before the construction of the 

works, &c., in question have normally been included in the lower half of Account No.8, 
the purchase price of the land upon which any of such works, &c., are constructed shall 
not be taken into account unless it can be shown that it was specifically acquired for 
such purpose. . 

4. Certificates. 
The actual dates upon which the works, &c., or sections of works, &c., are completely 

brought into use must be ascertained, and the following certificates given by the Com
pany's Chief Departmental Officer concerned ;-

(a) Dates for Works, &:0. 
That the works, &c., or sections of works, &c., specified were brought into use 

on the dates shown. . 

(b) Allocation of Oost as between Different Sections of Work .. 
That so far as the expenditure can be divided between the respective sections 

of works, &c.; the expenditure shown is solely in respect of the section or sections 
brought into use; and that in those items the cost of which cannot be divided between 
the respective sections (such as excavations, under-structures, station roofs, &c.) 
the expenditure shown is the proportion of the whole corresponding to the proportion 
of the entire work which is brought into use. 

(c) Land. 
That the land upon which the works, &c., were constructed was specifically 

acquired for such purpose, or that the rent of such land would before the construction 
of the works, &c., in q.uestion have PQrinalir been incl\lded in the lower half 9f 
Account; No.8. 
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5. CalculatipD (If -Interest. 
(a) "Rat6 to be ~ ,per cent. per annum for' the Whole Period of Oontrol. 

(b):WOr~. rfc."brq'U,fjhtinto Use duriJng 1913. 
. Ihtirest to be calculated during the control period, for such' portions ()f -that 

period as correspond with the period in 1913 prior to the date on which the work 
was brought into use, e.g. :-

Works, &c.; brought into use ,ist April, 1913-
. ,Interest will be allowed ,during the control for the months of January, 

February and March in the year 1915, and for these months in subsequent 
years. 

Works, &c., brought into use 1st October, 1913-
,~Interest will. be allowed during the control for the months of, January to 

September, inclusive-i.e., from 5th August to 30th September in the period 
~0-31st December, 1914, and for the first nine months of 1915, a.nd for these 
months in subsequent years. 

(0) Works, &:c.,.brought into Use during the Period 1st January to 5th August, 1914. 
Interest· to be calculated throughout the control period. 

(d) W£»:ks; &:0., brought into Use sUbsequent to 5th August, 1914. 
Interest to be calculated as from the date on which the work is brought, into 

~e and th,roughout the remainder of the control period. 

6. These regulations are supplementary to and not in substitution for the arrange
ment set out in _Clause I, page 3 hereof. 

F. 184. 

21119/16. 

Sir, 

(72) 

TREASURY CllAM1lERS. 

12th August, 1916. 

I am diiected by, the Lords Commissioners of His Majesty's Treasury to state that, 
!IS you are' aware, They have been in communication with the Railway Executive Committee 
u.ndyovx :qep~r1;men;twith a view to securing a more speci6.c~terpretation of certain un: 
settled ;points in connection with the Railway Agreement. : 

It IS now necessary to submit the new proposals to the Railway Executive Committee 
for their concurrence, and My Lords have thought it most convenient to set them out in 
the form of a draft letter which They suggest might, ifthe Board of Trade concur, be addressed 
by the Presjdentto the Acting Chairman of the Committee. . 

A copy of the draft letter approved by Their Lordships is enclosed h~rewith, together 
with a copy of the Schedule referred to in Section V of the draft letter, which has also been 
approved of by Their Lordships. 

When the Railway Executive Committee has formally notified its acceptance of the 
proposals set out in the President's letter and the Schedule, My Lords would be ~1B:d to be 
Informed. They also suggest that the Admiralty, the War Office, and the Ministry of 
Munitions should also be furnished by your Department with copies of the relevant docu
ments. 

The Secretary, 
Board, of Trade . 

I am, Si~, 

Your obedient Servant, 

(Signed) T. L. HEATH. 

. (The draft letter contained the Supplementary Clauses to the Agreement.' ~h ... cl&_ IIS1jna.Uy 
&l'proved are printed in Document No. 71.) , 



.R. 3655. 

F. 184. 

My dear Sir Herbert Walker, 

BOARD OJ!' TRADE. 

23rd August, 1916, 

With reference to Mr. Marwood's letter to yourself of the 12th October, 1914,* and sub
sequent correspondence on the subject'of the Agreement as to the compensation to be paid 
by His Majesty's Government to the Railway Companies und~r the Regulation of the ForcCl!! 
Act, 1871, and to the recent discussions between representatIves of the Treasury and of the 
Railway Executive Committee, I am now in a position to state that the Treasill'y' ha'l"ll 
sign~e.d their readiri,css to accept the Clauses, ofw~ich copies are enclosed, as interpre~ing an~ 
amplifyin-g'"that Agreement, on the understandmg that the Clauses are accepted In their 
entirety by all the Companies concerned. '. . . 

I • As' the' matter is one which. Will'havEl-to· be dealt'with by the individual Boards of 
D'irectors, the Board of Trade will be obliged if the Railway Executive Committee will 
take steps 'to ascertainwhethertlie controlled Railway' Companies are prepared to accept 
the Clauses. 

YOUT-8 faithfully, 

(Signed) WALTER RUNCIMAN. 
The Acting ·Chairman, 
. Railway ExecUtive Committee. 

F. 184. 
W. 

Sir, 

Document No. 11. 

(74) 

·RAn.WAY EXECUTIVE COMMITTEE, 

35, P4RI¥MENT STREET, WESTMINSTER, S.W. 

27th October, 1916. 

I am pleasedtobell.ble to inform you that we have received assent to the proposals 
col!tairiedin your letter of the 23rd August from all the Companies. Some of the Companies, 
~owever, have raised a question with regard to arrears of maintenance; one Company in 
particular,whose interest in docks. is very large in proportion to the size of its Railway 
undertalcing, is }lressing strongly that their position· should be clearly defined before the 
new proposals are accepted. In the. Railway Accounts, Docks are not in~luded in the Bame 
Abstract as'the permanent way and the works relating to it, and, under the arrangements 
comet<) with the Government, it is only the arrears on perma!lent way (Abstract A) and 
engines, ¢arriages and".wagons (Abstract B) that are included in the monthly estimates 
and paid for by the Government currently. . . 

So far as l am aware; there is no difference in principle between one Abstract and 
another, but it is not so easyto·.devise a working formula for··the (lther Abstracts; and 
Abstracts A and B cover by fa~ .the greater part of the works of maintenance. . 

We have told the Companies' that arrears of maintenance in the case of works not 
mcluded in those Abstracts will, under the existing arrangement with the Government, be 
dealt with at the conclusion of the war, as in the case of Steamships, which you will remezit
ber were specially mentioned in connection with the recent negotiations. I do not think 
there is any doubt as to the position, because the general principle of making good to thll. 
Companies their arrears of maintenance' has been recognised by the Government from 
the first; but, as the point has definitely been taken in connection with the present settle. 
ment, the Executive Committee would ·be glad to have a definite confirmation by the 
Treasury of their understanding of the position . 

. ;,~ wurse, there wi.1l be nothing to prevent the Companies submitting to the Treasury 
a scheme for including further items of maintenance arrears in the monthly statemel).ts-,;.,o 
that is, extending to other Abstracts the procedure already adopted in t,he caSe of AbstractS 
A am! .J3-,fio as to .a yoid an undue .accumulation. of detail at the end of the Government .,. . _. - . -', ", ' ,-, . ., .. 
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control j but the Executive Committee are not in a position to do this at the present moment, 
and any such proposal would, I presume, have to be dealt with on its merits when made. 

I am, Sir, 

The President, 
Board of Trade. 

R. 3655. 
F. 184. 

Sir, 

Your obedient Servant, 
(Signed) H. A. WALKER, 

Acting Chairman. 

(75) 

BoAltD OF TRADE. 
8th November, 1916. 

With reference to your letter of the 12th August (No. 21119) and its enclosures on the 
subject of the Agreement as to the compensation to be paid by His Majesty's Government to 
the Railway ~mpanies under the Regulation of the Forces Act, 1871, I am directed by the 
Board of Trade to transmit to you, for the information of the Lords Commissioners of His 
Majesty's Treasury, the enclosed copy of a letter* from the Railway Executive Committee 
notifying the acclJlltance by the Companies of the Clauses approved by Their Lordships for 
the interpretation and amplification of the Agreement in question. 

I am to add that, subject to the views of the Lords Commissioners, the Board propose 
to express ag:eement with the remarks mad~ in the third paragraph of the Committee's 0 

letter respectmg arrears of maintenance. 
I have the honour to be, Sir, 

The Secretarv, 
TreasUry. 

o Yow; obedient Servant, 
(Signed) ERNEST G. MOGGRlDGE. 

* Railway Executive Committee letter of 27th October, 1916, Document No. 74. 

F. 184. 
29991/16. 

(76) 

TREASURY CHAMBERS. 
9th December, 1916. 

Sir, 
I have laid before the Lords Commissioners of His Majesty's Treasury Mr. Moggridge's 

letter of the 8th ultimo (R. 3655) enclosing copy of a letter of the 27th October last in which 
the Railway Executive Committee, while notifying .the concurrence of the controlled 
Railway Companies· in the Memorandum. enclosed in Treasury letter 21119/16 of the 
121;h August last, raise a question in regard to arrears of maintenance not falling under 
Abstract A or B of Account No. 10 in the Schedule to the Railway Companies (Accounts 
and Returns) Act 1911. 

In reply, I am to request you to inform the Board of Trade that My Lords will be 
prepared, if necessary, to. consider the extension to other Abstractll of the procedure already 
adopted in the case of Abstracts A and B, provided that the arrears involved are of sub
stantial amount and that satisfactory working formuloo can be devised. 

I am to take this opportunity of enclosing copy of an Appendix (No. 1)* to the Schedule 
of services to be included in and excluded from the operation of the guarantee, which 
My Lords understand to have been accepted by all the parties concerned, and I am to 
requ"lst that you will inform the Railway Executive Committee that They have no observa
tions to off~r in regard thereto. The Admiralty, War Office and Ministry of Munitions 
have been informed accordingly. 

The Secretary, 
Board of Trade . 

I am, Sir, 
Your obedient Servant, 

(Signed) T. L. HEATH. 

• This was eDlbDdied subsequently in the SuppleDlentarr CI.qse~ 88 approved, Dgcumellt }qo, 71. 
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(77) 

BOARD OF TRADE. 

16th December, 1916. 

With reference to your letter of the 27th October last (. fW) on the subject· of the. 
SUJ:>plementary A~reement as to the l!o~pensation to be paid by the Gove~n.ment to the 
RaIlway Comparues under the RegulatIOn of the Forces Act, 1871, I am dll'ected by the 
Board of Trade to transmit to you, for the information of the Railway Executive Committee, 
the enclosed copy of a letter* from the Treasury on the question raised in your letter 
respecting arrears of maintenance. 

I am, Sir, 

Your obedient Servant, 

(Signed) ERNEST G. MOGGRIDGE. 
The Acting Chairman, 

Railway Executive Committee. 

* Treasury letter of 9th December, 1916, Document No. 76. 

F.184. 

P. Pad. 

Sir, 

(78) 

RAILWAY EXECUTIVE COMMIT1'EE, 

35, PARLIAMENT STREET, WESTMINSTER, S.W. 

23rd December, 1916. 

I am obliged for your letter (R. 3655) of the 16th instant on the subject of the Supple
mentary Agreement as to the compensation to be paid by the Government to the Railway 
Companies under the Regulation of the Forces Act, 1871. I ani afraid the letter from 
the Treasury, dated 9th December, does not go quite far enough .. It is noted that Sir 
Thomas Heath states that My Lords of the Treasury will be prepared if necessary to con
sider the extension to other Abstracts of the· procedure already adopted in the case of 
Abstracts A and B, provided that the arrears involved are of substantial amount and 
thalT satisfactory working formulm can be devised. 

If you will read the last paragraph of my letter of the 27th October you will notice 
that it is therein stated that the Executive Committee are not in a position at·present 
to put forward such a proposal. What certain Railway Companies, however, do ask 
is that the Treasury shall agree that the Railway Companies will have a claim against 
the Government at the end of the period of the war or at the end of the period of control 
in regard to arrears of maintenance in the case of works not included in any arrangement 
now made or to be made for the payment of deferred maintenance. 

Will you be good enough to put this point definitely to .the Treasury and get an 
understanding from them: I cannot think that there can be any question of difference, 
or that there can be any doubt upon the matter. 

The Assistant Secretary 
(Railway Department), . 

Board of Trade, London, S.W, 

(B 16959) 

I am, Sir, 

Your obedient Servant, 

(Signed) H. A. WALKER, 

Acting Chairman. 

G 



R. 3655. 
F.184. 

Sir, 

98 

(79) 

BOARD OJ!' TRADE. 

6th JOITWMY, 1917. 

With reference to your letter of the 9th December (No. 29991) respecting the 
Supplementary AgreemeIlt with the controlled British Railway companies, I am directed 
by the Bo~rd of Trade to transmit to you, for the information and observations of the 
Lords CommiSsioners of His Majesty's Treasury, the enclosed copY' of a letter* from the 
Railway Executive Committee on the question of arrears of mamtenance which do not 
fall under Abstract A or B of Account No. 10 in the Companies Statutory Accounts. 

The Board of Trade assume that the position is as indicated in the second paragraph 
of the Committee's letter. . 

I have the honour to be, Sir, 

The Secretary, 
Treasury. 

Your obedient Servant, 

(Signed) ERNEST G. MOGGRIDGE. 

• Railway Executive Committee letter of 23rd December, 1916, Document No. 78. 

F. 184. 
867/17. 

Sir, 

(80) 

TREASURY CHAMBERS. 

23rd January, 1917. 

In reply to Mr. Moggridge's letter of 6th instant (R. 3655) I am directed by the Lords 
Commissioners of His Majesty's Treasury to request you to convey to the Board of Trade, 
for communication to the Railway Executive Committee, Their Lordships assurance 

. that They recognize that the Railway Companies will have a claim against His Majesty's 
Government at the end of the period of the war or at the end of the period of control in 
regard to arrears of maintenance in the case of works falling within the scope of the General 
Agreement and not included in any special arrangement now made or to be made for the 
payment of deferred maintenance. 

The Secretary, 
Board of Trade. 

I am, Sir, 
Your obedient Servant, 

(Signed) T. L. HEATH. 

(A copy of this letter was forwarded by the Board of Trade to the Railway Executive Committee 011 
30th January, 1917.) 
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VIII.-INSTRUCTIONS IN REGARD TO THE PREPARATION OF THE CLAIMS FOR 
ARREARS OF MAINTENANCE AND RENEWAL WORK, ABSTRACTS .. A" AND 
.. B "-YEAR 1919. 

Dooument 
Number. PAGB 

(81) Letter of 29th July, 1920, from the Railw .. y Account&nts' Committee to the Ministry of 
Transport, as to the adoption of certain Amendments to a draft Circular letter, subject to 
the question of the retrospective application of Clauses relating to permanent way and 
rolling stock sent to France being considered latsr 100 

(82) Letter of 31st July, 1920, from Ministry of Transport to the Chairman of the Railway 
Accountants' Committee, stating th .. t the Amendments referred to above .. re .. pproved, 
subject to the retrospective .. pplication of Cl .. uses rel .. ting to permanent w .. y .. nd rolling 
stock sent to France. 100 

(83) Letter of 9th September, 1920, from Ministry of Tmnsport to the Railway Accountants' 
Committee, approving formally the draft Circular letter to the Railway Companies 101 

(84) Circular Letter No. S. 111 of 13th September, 1920, from the Standing Committee of General 
Managers, to the Railway Companies containing Instructions for the preparation of state-
ments for the year 1919 101 

(B 16959) 



100 

MINISTRY OF TRANSPORT CORRESPONDENCE. 

45. 

Dear Sir, 

(81) 

RAILWAY ACCOUNTANTS' CoMMITrEE, 
16, GREAT GEORGE STREET, 

WESTMINSTER, S.W. 
29th July, 1920. 

ARREARS OF MAINTENANCE AND RENEWAL WORK, ABSTRACTS 
YEAR 1919. 

" A " AND" B." 

MAINTENANCE AND DEPRECIATION OF ADDITIONAL WORKS AND RQUIPMEN"l' (ABSTRACTS 
" A" AND "B") OTHER THAN PERMANENT WAY AND ROLLING STOCK. 

With reference to the MeMing held at the Ministry this morning,' I shall be glad to 
have your confirmation of the assent you then gave to the suggestions made by the 
Accountants which are shown on the attached Memorandum,* on the amendments proposed 
in your letter of the 9th June.t ' 

. So far as the question of permanent way and rolling stock sent to France is concerned, 
i understand from Mr. Wood you are prepared to adopt the suggestion made by 
Sir Alexander Butterworth that, in order to hasten the issue of the Instructions, the question 
of the retrospective application of the Clauses proposed by you in this regard should be 
left over for the present--i.e., you are prepared to delete from additional Clause (2) the 
words" in each Control period." In these circumstances Sir Alexander Butterworth is 
prepared to recommend to the other members of the Compensation Accounts Sub· 
Uommittee the acceptance of the Arrears of Maintenance Instructions for 1919 as now 
amended, together with the instructions dealing with the maintenance and depreciation 
of additional wo.ks and equipment (Abstracts" A " and " B ")other than permanent 
way and rolling stock as agreed at the Meeting this morning. 

Sir George Beharrell, 
Ministry of Transport. 

Yours faithfully, 
(Signed) J. CRAS. ISAAC. 

• This wps a schedule of alterations which. were subsequently embodied in Circular Letter S, 111~ 
Document No. 84, . 

t This letter set out the proposed amendments to the Accountants' Committee's original draft instructions. 

(82) 

MINISTRY OF TRANSPORT, 
FINANCIAL AND STATISTICAL DEPT. 

31st July, 1920. 
Sir, 

I am directed by the Minister of Transport to acknowledge receipt of your letter, 
No. 45, of 29th inst., with reference to Arrears 'of Maintenance and Renewal Work, 
Abstracts" A" and "B," for year 1919, and the Depreciation and Maintenance of 
AdditionalW orks and Equipment, and to inform you that the Minister concurs in the 
amendments shown on the Schedule* attached to your letter, subject to the question of 
the retrospective application of the Clauses relating to Permanent Way and Rolling Stock 
sent to France being considered by the Railway Companies Association. . 

Sir Eric Geddes will be glad if you will let him have six copies of the InstructIOns 
which you are about to issue to the Railway Companies. 

I. am, Sir, 
Your .obedient Servant, 

J. Chas. Isaac, Esq., C.B.E., 
IS., Great George Street, S.W. 

(Signed) J. G. BEHARRELL. 

• This was a schedule of alteratiops which were .ubsequ~ntly embodied in Circular Letter S. 111-
pocument No. 84. 
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Sir, 
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(83) 

MINISTRY Ol!' TRANSPORT, 

FINANCIAL AND STATISTIOAL DEPT. 

9th September,1920. 

ARREARS Ol!' MAINTENANCE AND.RENEWAL WORK, ABSTRACTS" A" AND" B." 
YEAR. 1919. 

I am directed by the Minister of Transport to refer to Sir George Beharrell's lett,er 
of the 31st July last, and to say that Sir Eric Geddes approves of the draft Circular letter* 
enclosed with your communication of the 6th inst. and agrees to it being issued to ~he 
Railway Companies. . 

The Minister will be glad to be furnished with 12 copies of the Instruction so soon 
as it is circulated to the Railway Companies. . 

The Chairman, 
Railway Accountants' Committee, 

16, Great George Street, S.W. 

I am, Sir, 
Your obedient Servant, 

(Signed) C. HURCOl\m. 

• The letter of the 6th iust. forwarded .. final draft of the Instructions (printed below 88 Docnment 
No. 84). This draft W88 approved by the Treasury. 

(Circular Letter No. S. IlL) 

SPECIAL COMMITTEE OF STANDING COMMITTEE OF GENERAL MANAGERS, 

Dear Sir, 

35, PA]!I.JAMENT STREET, 

WESTMINSTER, S.W. 

13th September, 1920. 

ABREAR-S Ol!' MAINTENANCE AND RENEWAL WORK, ABSTRACTS" A " AND "B " (1), (2) 
(3). YEAR 1919. 

1. With reference to Circular Letter No. 1650* ; will you please take steps to prepare 
statements for the year 1919 in accordance with the Instructions appended thereto, on 
the lines adopted for previous arrears claims, whether your Company has a claim for 
arrears of maintenance or not, and render the formulre only by 30th September next to 
16, Great George Street, Westminster, S.W. before being investigated, in order that 
any adjustment between provisional payments made through the monthly estimates and 
85 per cent. of the amounts now shown to be due to the end of 1919 may be given effect 
to. The complete statements will be investigated subsequently by Investigators from the 
Company appointed to examine your account of the net receipts. 

2. With regard to Clauses 16 and 17 of the Instructions, the prescribed number of 
weeks for the year 1919 is five for Abstract" A " and four for Abstracts" B "(1), (2) 
and (3).' .. 

3. In view of tb.e concessions made to men in the conciliation grades in connection 
with holidays with pay, it will be necessary when such are not reHected in the average daily 
or hourly wage, to deal with the amount actually incurred during 1919 and included in 
Abstracts" A " and "B," in respect of holidays with pay in excess of holidays (if any) 
granted with pay in the year 1913, as a special deduction in the formul!B, in the same way 
as " Expenditure on Work for the Government charged to Revenue." 

4. In ascertaining the increased cost of the wages paid in 1919 as compared with 
1913, under Clauses 16 and 17 of the Instructions, the bonus payments to the supervisory 
staff under Circular Letter No. 1901 are to be excluded from the 1919 wages figures, and 
dealt with as a special deduction in the formulre. 

5. Any expenditure incurred during 1919 in respect of the repair of rolling stock 
loaned to your Company by-His Majesty's Government should form a deduction from 
Abstract" B " for arrears of maintenance purposes. 

• This is the letter issued to the Railway Companiea enclosing the Brown Book. 
(B 16959) G 3 
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6. In the event of any deduction to which a Company may be entitled under Circular 
Letter No. 1962 in respect of " Expenditure incurred in the Provision of Temporary Accom
modation for Female Staff," relating to expenditure incurred prior to the year 1919, it 
will be necessary for such expenditure to be increased by a percentage to bring it up to the 
1919 rates of wages and prices of materials-i.e., the expenditure should first be reduced 
to the 1913 cost, and this latter figure increased by the necessary percentage to bring 
the amount up to the 1919 rates of wages and prices of materials. 

7. Clause 8 of the Instructions appended to Circular Letter No. 1650 to be amended 
by omitting all words after " Renewals" and by substituting :-

" except where the circumstances justify the omission of such allowance. 
" Each Company not making such allowance to submit with their claim full particulars 

of the reason therefor in order that the Government Accountant may be satisfied 
that the allowance should not be made having regard to all the circumstances." 

8. With reference to Clause 9 of the Instructions appended to Circular Letter No. 
1650: For the purpose of this Clause, rolling stock on loan to the War Department for service 
overseas shall not be regarded as rolling stock in service, and an allowance on account of 
any reduction in numbers, caused by vehicles on loan to the War Office, shall be made as 
a special addition to the formula, in respect of repaVrs, based on the unit cost of replloirs in 
1913. The figures so ascertained to be increased by a percentage to bring up to rates of 
wages and prices of materials of the control period under review. 

Any other variations in numbers shall be dealt with in accordance with Clauses 7 
and 9 of the Instructions. 

9. With reference to Clause 10 of the Instructions appended to Circular Letter No. 
1650, in view of the fact that Statistical Returns IA and II are included in the published 
accounts for the year 1919, it will be necessary for Companies who have sent permanent 
way materials to France, and/or loaned rolling stockto the War Department for service 
overseas, to attach to their respective claims a statement showing the length of track 
which has been taken up and sent to France and the numbers of rolling stock loaned to 
the Government for service overseas. 

10. From the total expenditure of the year 1919 a deduction may be made of the 
authorised allowance (as per Circular Letter No. S. 110)* for the period to 31st December, 
1919, ascertained in respect of both maintenance and depreciation, such allowance to be 
increased by a percentage to bring up to the 1919 rates of wages and prices of materials. 
In other words, a similar procedure is to be followed to that adopted in connection with the 
allowance for renewals and repairs of additional permanent way and rolling stock. 

11. Appended hereto is the revised formula for each abstract, showing the additional 
items authorised by this Instruction. 

Please acknowledge receipt. 

The General Manager, 
Railway. 

Yours faithfully, 

(Signed) 

* See Document No. 86. 

GEO. H. WHEELER, 
Se!Yfetary . 
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FORMULA FOR ARRlVlNG AT ARREARS OF MAINTENANCE AND RENEWAL OF WAY 
AND WORKS. 

ABSTRACT" A." 

Total Expenditure under all headings in Abstract" A," exclusive of transfera to (or 
from) Depreoiation Funds or Suspense Accounts-Year 

Add-
Credits for supervision charged to the Government 
For reduction in Mileage of Line open for Traffio ... 

Less-
Expenditure on work for Government charged to Revenue-<l.g., small works under £10 
For New Lines opened, arrived at in the prescribed manner 
For Renewals and Depreciation of addition,\1 works or equipment other than Per-

manentWay ... ... ... ... . .. 
Additional Expenditure for Abnormal Wear and Tear 
Speoial expenditure for lifting and restoration of Permanent Way due to shortage of 

materials 
Expenditure incurred in the Provision of Temporary Accommodation for Female Staff, 

arrived at in the prescribed manner (see Clause 6 of Circular Letter No. S. Ill) ... 
Expenditure incurred during 1919 in respect of holidays granted with pay, in exce .. 

of those (if any) granted with pay in the year 1913 (.ee Clause 3 of Circular Letter 
No. S.I11) ... . 

Bonus payments made to Supervisory Staff under Railway Executive Committee 
Circular Letter No. 1901 (see Clause 4 of Circular Letter No. S. 111) ... 

Less per cent. (arrived at in the prescribed manner) to reduce to 1913 cost ... 

Expenditure in year adjusted for comparison with the year 1913 

Total of Abstract .. A," year 1913, 88 per printed Accounts 

Arrears of work, year 

Add 15 per cent. 

, subject to addition of 15 per cent. 

Amount chargeable for Arrears of Work, year 

Deduct Of' add-
Amount transferred to credit or debit of Depreciation Funds or Suspense Account.!, 

yea.r 

Net amount to be claimed for Arrears of Work, Abstract" A," year 

(B 16959) G4 

£ £ 

£ 
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FORMULA FOR ARRIVING AT ARREARS OF MAINTENANCE AND RENEWAL OF ROLLING 
STOCK. 

ABSTRACT· .. B" (I), (2) and (3). 

Total Expenditure under all headings in Abstract , exclusive of transfer to (or 
from) Depreciation Funds or Suspense Accounts, and of the Engine Power 
item in .. B"( 1) year 

Add-
Credits for Supervision and Profit on War Manufactures ... 
For Rolling Stock on loan to the War Department for service overseas (8ee Clause 8 

of Circular Letter No. S. llI) ... 
For reduction in RoIling Stock in Service, arrived at in the prescribed manner ... 

r.. .. -
Expenditure on .-work for Government charged to Revenue-e.g., small works under 
_ £10; alterations to Rolling Stock for the Military Authorities ... ... ... 
Expenditure on repair of Rolling Stock loaned by H.M. Government .. . 
For additions to Rolling Stock in service arrived at in the prescribed manner ... 
For renewals and depreciation of additional equipment other than Rolling Stock 
Additional Expenditure for Abnormal Wear and Tear... ... ... ... 
Additional Cost of Rolling Stock purchased from, or repaired by, outside firms 
Expenditure incurred during 1919 in respect of holidays granted with pay, in excess 

of those (if any) granted in the year 1913 (see Clause 3 of Circular Letter No. S.llI) 
Bonus payments made to Supervisory Staff under Railway Executive Committee 

Circular Letter No. 1901 (8ee Clause 4 of Circular Letter No. S. 111) 

Lea. per cent. (arrived at in the prescribed manner) to reduce to 1913 cost 

Expenditure in year adjusted for comparison with the year 1913 

The above process to be applied in the case of each of the three sectiofis of Abstract 
.. B" separately. The resulting figures to be totalled thus ;-

Total of Abstract" B" (I), (2) and (3), year 1913, as per printed 
exclusive of the Engine Power item in the cas~ of " B " (1) ;-

Arrears of Work. ye .... • subject to addition of 15 per cent. 
Adit 15 per cent. 

Amount chargeable for Arrears of Work. year 
Deduct or add-

.. B" (1) 
.. B" (2) 
" B" (3) 

Accounts, 

.. B" (1) 
" B" (2) 
" B" (3) 

Amount transferred to credit or debit of Depreciation Funds or Suspense Accounts, 
" B" (1). (2) and (3), combined, year 

Net amount to be claiined for Arrears of Work. Abstract .. B .. (1). (2) and 
(3). year 

£ £ 

£ 

£ 
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IX.-ALLOWANCES IN RESPECT OF MAINTENANCE AND DEPRECIATION OF ADDITIONAL 
WORKS AND PLANT COMPRISED IN ABSTRACTS .. A" AND "B" (OTHER THAN 
PERMANENT WAY AND ROLLING STOCK). 

Dooument 
Number. PAGE 

(85) Letter of 9th September, 1920, from Ministry of Transport to Railway Accountants' Com-
mittee, approving formally a draft Circular letter to the Railway Companies 106 

(86) Circular Letter No. S. 110 of 13th September from the Standing Committee of General 
Managers to the Railway Companies, informing them of the Government's approval, 
and containing Instructions for tbe preparation of claims 106 
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MINISTRY OF TRANSPORT CORRESPONDENCE. 

F. 1182 and 1463. 

Sir, 

(85) 

MINISTRY OF TRANSPORT, 
FINANCIAL AND STATISTICAL DEPT. 

9th September, 1920. 

ALLOWANCES IN RESPECT OF MAINTENANCE AND DEPRECIATION OF ADDITIONAL WORKS 
AND PLANT COMPRISED IN ABSTRACTS" A" AND "B" (OTHER THAN PERMANENT 
WAY AND ROLLING STOCK). 

I am directed by the Minister of Transport to refer to your letter* (184) of the 18th 
ultimo, and to say that Sir Eric Geddes approves of the draft Circular letter and agrees 
to it being issued to the Railway Companies in the form submitted with your letter. 

The Minister will be glad to be furnished with 12 copies of the Instruction so soon as 
it is circulated to the Railway Companies. 

I am, Sir, 

The Chairman, 
Railway Accountants' Committee, 

16, Great George Street, S.W. 

Your obedient Servant, 
(Signed) C. HURCOMB. 

The letter of 18th August forwarded 8 copy of the draft Oircular letter for approval. The letter, .... 
printed in Document No. 86, was a.pproved by the Treas,,:ry. 

(86) 

SPECIAL COMMITTEE OF STANDING COMMITTEE OF GENERAL MANAGERS, 
35, PARLIAMENT STREET, WESTMINSTER, S.W. 

Circular Letter No. S. HO. 

Desr Sir, 

13th September, 1920. 

ALLOWANCES IN RESPECT OF MAINTENANCE AND DEPRECIATION OF ADDITIONAL WORKS 
AND PLANT COMPRISED IN ABSTRACTS" A" AND "B" (OTHER THAN PERMANENT 
WAY AND ROLLING STOCK). 

I have the pleasure to inform you that the Government have now agreed that as 
from the 5th August, 1914, allowances as shown on the attached Schedule may be claimed 
in respect of Maintenance and Depreciation 6f the Works, &c., described thereon .. The 
amounts claimed to be arrived at as follows :-

(a) Allowances to be calculated separately:
(1) For esch Abstract; 
(2) For Maintenance and Depreciation respectively; and 
(3) For each of the accounting periods .. 

(b) In respect 1)f works, &c., falling under the 4 per cent. interest on capital arrange
ment, the allowances to be for the periods corresponding to the periods on 
which interest has been or is allowed. In respect of works, &c., falling under 
the 5 per cent. arrangement, the allowance to be as from the date the works, 
&c., were brought into use, as certified by the responsible officer concerned, 
in the same manner as if the 4 per cent. arrangement applied. 

(0) The expenditure on which the allowances are based shall be the net amounts 
approved for such works in the claims for interest on capital reduced by the 
amounts included therein in respect of land, law charges, or other expenditure 
not in respect of structures or plant. 

(d) Credit to be given for all amounts written out of capital in respect of ~orks and 
plant displaced since 31st.December, 1912, and not deducted from expenditure 
embraced in paragraph (0), provided such works and plant were subject to 
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maintenance, and in use, during the year 1913. The amount in respect of 
such credits to be ca.l.culated in the same manner as in the case of the allowances, 
the date of displacement being certified as in the case of new works. 

(e) The amounts ascertained in accordance with the foregoing paragraphs for the 
period from 5th August, 1914, are to be reduced by the total amounts (if any) 
which may have already been allowed a Company in respect of such works 
or plant. A Company which has already been allowed to make provision 
through the respective Government Accounts on account of the maintenance 
and/or depreciation of additional works and plant, and whose provision is in 
excess of the rates now agreed, shall not, however, be prejudiced, but may still 
continue to make such provisions. 

(f) The allowance ascertained in accordance with the foregoing paragraphs in respect 
of depreciation is to be claimed through the account of the net receipts. A 
supplementary claim to be rendered as soon as possible to the Railway 
Accountants' Committee, 16, Great George Street, Westminster, S.W., for 
the period to 31st December, 1919, the amount of such claim to be dealt with 
as a "Transfer to Depreciation Funds or Suspense Accounts" in the 1919 
claims for arrears of maintenance. 

Will you kindly note and instruct your Accountant accordingly. 

The General Manager, 
--- Railway. 

Yours faithfully, 
(Signed) GEO. H. WHEELER, 

Secreta;ry. 

MAINTENANCE AND DEPRECIATION OF NEW WORKS BROUGHT INTO USE DURING 
GOVERNMENT CONTROL. 

Schedule of Percentage Rates to be allowed. 

I Depreciation. Maintenance. Total. 

Per cent. Per cent. Per cent. 
Abstract " A "-

Earthworks · . · . · . · . Nil 1 1 
Bridges, including viaducts and culverts It I! 21 
Tunnels · . · . · . · . · . ! I I! 
Retaining walls · . · . · . · . 1 I 11 
Roads · . · . · . · . · . - 10 10 
Turntables .. · . · . · . · . 3 3 6 
Fences · . · . · . · . · . - 2! 2! 
Stations, depots and offices .. · . I! 5 6! 
Stations, involving expenditure of 

£100,000 or more · . · . · . I! 4 5! 
Engine sheds .. · . · . · . 2! 7! 10 
Carriage sheds · . .. · . · . 2 6 8 
Locomotive workshops .. · . · . 2 6 8 
Carriage workshops · . · . · . 2 5 7 
Wagon workshops .. · . · . .. 2 5 7 
Other buildings · . · . · . · . I! 5 6! 
Electric track equipment--

Third rail system · . · . · . 6 4 10 
OverheaCl system · . · . · . 6 4 10 

ABSTRACT " B "-
Locomotive plant and machiri.ery · . 3 12! 15! 
Carriage plant and machinery .. 3 12! 15! 
Wagon plant and machinery · . .. 3 12! 15! .. 
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X.-INCREASE TO 5 PER CENT. IN THE RATE OF INTEREST ALLOWED ON APPROVED 
FRESH CAPITAL EXPENDITURE. 

Document 
Number. PAOli 

(87) Letter of 7th May, 1919, from Sir Herbert Walker to Sir Auckland Geddee, suggesting that 
new Railway works should be finanQed in the same way as works constructed by Railway 
Companiee for the Government during the war... 109 

(88) Letter of 14th May, 1919, from the Board of Trade to the Treasury, suggesting that the case 
might be substantially met if the interest allowed on fresh capital expenditure of the 
Railway Companies were increased to 8ay 5! or 6 per cent., and an undertaking were given 
to the Companies that, in the event of their undertakings being acquired by the Government, 
the consideration to be given in respect of such capital expenditure should be the actual 
cost incurred together with an addition for interest on the sum expended up to the time 
when the works were brought into use ... ... ... ... ... ... ... ... 110 

(l39) Letter of 23rd May, 1919, from the Treasury to the Board of Trade, stating that they were 
prepared to agree to an increase in the rate of intereet to 5 per cent. from the date when the 
capital expenditure was incurred, and that an assurance might be given to the Companies 
that in the event of Nationalisation, the price to be paid by the Government shall not be 
afTected one way or another by the arrangement... 110 

(90) Letter of 30th May, 1919, from the Board of Trade to the Railway Executive Committee, 
forwarding a copy of the TrellSury letter of 23rd May, 1919, and explaining what the Board 
understood the arrangements to mean. It was Indicated in this letter that the arrangements 
were to apply only to approved capital expenditure 111 

(91) Circular letter No. 1930, of 15th August, 1919, issued by the Railway Executive Committee 
to the Railway Companies, on the subject 111 

(92) Extract from letter of 12th February, 1920, from the Ministry of Transport, informing the 
Railway Companiee' Association that it hIlS been decided that as regards work. in hand 
before May, 1919, or commenced between that date and 31st January, 1920, the Railway 
Companies should have the option of 4 per cent. interest on capitsl expended " without the 
Minister's approval, or 5 per cent. on capital expended with the Minister's approval. But 
for works commenced on or after 1st February, 1920, the right to claim 4 per cent. without 
the Minister's approval would lapse ... ... ... .... ... ... ... ... 112 

(93) Circular letter No. S. 104 of 12th August, 1920, from the Standing Committee of General 
Managers to the Railway Companiee, f(1rwarding Regulations for the compilation of claims 
for 5 per cent. interest on capital expenditure. (These J,Wgulations were approved by the 
Ministry of Transport on the 6th August, 1920) 113 
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P. 2224/8 WB. 

35, 

Dear Sir Auckland Geddes, 
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(87) 

RAILWAY EXECUTIVE COMMITTEE, 

PARLIAMENT STREET, WESTMINSTER, S.W. 

7th May, 191,9. 

1. With reference to my convetsation with you this afternoon in regard to the capital 
necessary for carrying out Railway schemes of new construction; 

2. As I explained to you, most of the large Railway Companies have schemes in hand 
which necessitate the spending of large sums of money on capital account, but they do 
not feel in a position to authorise this expenditure until they know exactly what their 
position is likely to be in regard to the future of their undertakings. 

3. These new schemes may be roughly classified under three headings ;-
(a) New sidings and railways or alteratio~s asked for by firms and others in order 

to enable them to increase their premises and output. 
(b) Schemes (If alteration necessary to enable economies in working to be e:IIected 

by the Railway Companies. 
(c) Alterations, widenings, rebuilding of stations, provision of Rolling Stock, &c., 

necessary to enable the Railway Companies to adequately deal with the normal 
increase in traffic. 

4. At the present time the most urgent cases are those refeued to under category (1) 
above, and I would call your attention to the three following :-

NOTE,-Here followed details o(certain proposed new work., 

5. These are typical cases of Works wh'icli appear to be urgently required, but the 
Railway Companies cannot be expected to find the necessary capital under existing con
ditions. Their objections are on financial grounds, and include-

(a) The inadequate amount allowed for interest on capItal works brought into use
i.e., 4 per cent. 

(b) The fact that no interest is allowed until the Works are brought into use. 
(0) The heavy increased cost for carrying on the work at existing rates of wages and 

prices of material. 
(d) The uncertainty as to how the Railway Companies will be recouped for such 

expenditure in the case of the Government deciding to take over the Railways. 
6. We took the matter up with the Minister Designate of Ways and Communications, 

and have received a letter from Sir Francis Dunnell to the e:IIect that Sir Eric Geddes 
feels that until the new Ministry is formed he is not in a position to take action, and suggests 
that we deal with it through the Board of Trade. 

7. I enclose you a copy of a letter we addressed to the President of the Board of Trade 
(Board of Trade ref. R. 15(3) on the 10th April, 1918,* which resulted in an agreement 
being arrived at for the financing of new works carried out as a war measure .at the request 
of the Board of Trade or of the Railway Executive Committee. ' 

8. We would suggest that if possible a new arrangement be come to with the Treasury 
under which any new works which it is necessary to put in hand shall be financed on the 
basis laid down in Clause 7, Sub-sections (b), (c), (d), and (e) and Clause 8 of our letter 
of the 10th April, 1918, above referred to. 

9. We are preparing for Sir Eric Geddes a list of new works which the Railway Com
panies con8ider should be proceeded with forthwith. The cost of these works runs into 
several millions, and it will be necessary, of course, to come to some decision as to the 
priority under which the works shall be put in hand. This, however, we can arrange. 

Sir Auckland Geddes, 
Board of Trade. 

Yours faithfully, 

(Signed) H. A. WALKER, 

Acting Chairman. 

• Su Document No. 94. 
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(88) 
R. 2159. 

F.195. 

Sir, 

BOARD OJ!' TRADE. 

14th:May, 1919. 

I am directed by the Board of Trade to state, for the information of the Lords Com
missioners of His Majesty's Treasury, that Sir Auckland Geddes has had under discussion 
with the Acting Chairman of the Railway Executive Committee the financial arrangements 
in force between the Government and the Railway Companies in regard to the payments 
made to the Companies in respect of additional capital expenditure, and a copy of a letter, 
with enclosure, which has been received from the Committee is enclosed herewith. * 

It has been pointed out by the Railway Executive Committee that at the present time 
many of the Railway Companies have under consideration urgent schemes of extensions or 

. improvements which are desirable in the illterests of increased production or to secure 
economy in workiilg, and that capital expenditure on additional equipment, such as rolling 
stock, is also required in order to meet the normal increase in traffic. At the present time, 
however, the Railway Companies are deterred from undertaking such schemes by reason of 
the existing financial arrangements. The principal considerations put forward on behalf 
of the Companies in this respect are-

(a) The inadequate amount allowed for interest on capital works brought into use
i.6., 4 per cent. 

(b) The fact that no interest is-allowed until the works are brought into use. 
(e) The heavy increased cost of carrying out the work at existing rates of wages and 

prices of material. 
(d) The uncertainty as to how the Railway Companies will be recouped for such 

expenditure in the case of the Government deciding to take over the Railways. 
The matter is also referred to in letters, copies of which are enclosed,t which have been 

received from the Irish Railway Executive Committee in the matter. 
·It is suggested on behalf of the Companies that fresh approved capital expenditure 

in such circumstances should be provided by the Government on the lines which have been 
laid down in the case of works constmcted by the Companies for the Government. 

The Board, however, consider that the case might be substantially met if the interest 
on capital expenditure when provided by the Companies, on new works, or additional rolling 
stock, brought into use were increased to, say, 5, or 6 per cent., and an undertaking were 
given to the Companies that in the event of their undertakings being acquired by the 
Government the consideration to be given in respect of such capital expenditure should be 
the actual cost which has been incurred, together with an addition for interest on the sum 
expended up to the time when the works were brought into use. 

The Board would be glad to learn that the Lords Commissioners can see their way to 
agree to arrangements being made on this basis. 

The Secretary, 
Treasury. 

F. 195. 
21626/19. 

Sir, 

• See Document No. 87. 

I have the honour to be, Sir, 
Your obedient Servant, 

(Signed) W. F. MARWOOD, 

t Not printed. 

(89) 

TREASURY CHAMBERS, 

23rd May, 1919. 

I have laid before the Lords Commissioners of His Majesty's Treasury your letter 
of the 14th instant (R. 2159) and the accompanying copy of a letter from the Railway 
Executive Committee with regard to the financial arrangements in force between the 
Government and Railway- Companies as to payments to the Companies in respect of 
additional capital expenditure. 

In reply, I am to request you to inform the Board of Tl'ade that in view of the con
siderable funds possessed by the Railway Companies My Lords see no re!lSOn for prOviding 
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for the expenditure on new works and rolling stook br advances from Government Funds. 
They recognise that the interest obtained on present Investments mar in many oases be in 
excess of 4, per cent., and They are accordingly prepared to concur In the rate of interest 
allowed on capital expenditure on new works or additional rolling stock after the 1st 
instant being raised to 51?er cent., such interest to begin to accrue as from the date when 
the capital expenditure is Incurred. 

With regard to the undertaking which it is proposed to give to the Companies as to the 
allowance to be made in respect of such capital expenditure in the event of the Government 
deciding to purchase the railways, it is not clear to Their Lordships in what way precisely 
the Railway Companies will be affetted by a transfer of their assets from investments to 
rolling stock or new works. They are, however, prepared to concur in an assurance being 
given that in the contingency contemplated the price to be paid for the undertakings shall 
not be affected one way or the other by the arrangements now agreed to. 

* * * * * * 
I am, Sir, 

Your obedient Servant, 

The Secretary, 
Board of Trade. 

(Signed) T. L. HEATH. 

R. 2159. 
F. 195. 

(90) 

BOARD OF TRADE. 

Sir, 
30th May, 1919. 

With reference to the letters from Sir Herbert Walker of 31st March* and 7th May 
respectively to Sir Eric Geddes and Sir Auckland Geddes on the subject of the provision of 
additional capital expenditure required for Railway purposes, I am directed by the Board 
of Trade to state that they have been in communication with the Treasury on the subject, 
and that they are now prepared to agree to arrangements being made as indicated in the 
letter from the Treasury of the 23rd May, of which a copy is enclosed herewith. 

The Board understand that the proposed arrangements are-
(1) That in place of the ;present arrangements between the Railway Companies and 

the Government WIth regard to the rate of interest to be allowed on new capital 
expenditure, interest at the rate of 5 per cent. per annum from the date on 
which the expenditure is incurred may be allowed in respect of approved capital 
expenditure. 

(2) That an assurance may be given to the Companies that in the event of their under
takings being acq,uired by the Government the Companies shall neither be 
financially prejudiced nor financially advantaged by reason of having incurred 
capital expenditure under the present arrangements. 

The Secretary, 
RailwaYl.Executive Committee, 

35, Parliament Street, S.W. 

I am, Sir, 
Your obedient Servant, 

(Signed) W. F. MARWOOD. 

(Treasury letter of 23rd May, 191'9, enolosed, Document No. 89.) 

The substance of this letter is contained in Document No. 87. 

(91) 
F.195. 
(Circular Letter No. 1930.) 

RAILWAY EXECUTIVE COMMITTEE, 
35, PARLIAMENT STREET, WESTMINSTER, S.W. 

15th August, 1919, 
Dear Sir, 

INTEREST ON CAPITAL EXPENDITURE. 

I ha:ve ~o in~orm. you that the Railway Executive Committee has recently been in 
commun1oatjoll roth the Trell-Bur,Y .and the Board of' Trllde witp reference t9 tpe carrying 
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out of new works involving capital expenditure. You are aware that the present arrange
ment with the Government is, broadly, that on expenditure on works brought into use 
since the end of the year 1912 the Government pay interest at the rate of 4 per cent. per 
annum as from the date the ~ork was b~ought ~to use. The Government have now agreed 
that as regards future capItal expendIture-'MI., sums expended upon works or rolling 
stock since 1st May last, and chargeable to capital-interest at the rate of 5 per cent. per 
annum shall be allowed as from the date the expenditure is incurred, provided the expendi-
ture itself is approved by the Government. . 

2. The Executive Committee are in communication with the Government as to the 
procedure under which the necessary approval of the Government is to be obtained, till 
such procedure has been. agreed, particulars of capital expenditure proposed by any Com
pany can be forwarded to this Committee, who will endeavour to obtain the necessary 
approval. . 

3. The new rate of interest will be applicable to further capital expenditure on works 
at present in hand and on works commenced before the war and discontinued and now 
proceeded with, provided in each case the Government approval is obtained. It may 
therefore happen that in some cases interest will be payable bi the Government at two 
different rates and on two different bases in respect of one work-that is to say, interest 
may accrue in respect of part of the expenditure at the rate of 4 per cent. from the date the 
work is brought into use, and in respect of the other part-at the rate of 5 per cent. from the 
date when the money is expended. 

4. The Executive Committee are in negotiation with the Government as to the allow
ance to be made to the Companies in respect of new capital expenditure in the event of the 
Government deciding hereafter to take over the Railways. As to this you will be advised 
later on, but it is understood th,at the Government are prepared to give an assurance that 
in that event the Companies are neither to be financially prejudiced nor financially advan
taged by reason of having incurred capital expenditure under the arrangement outlined 
in this .circular. 

Yours faithfully, 
(Signed) H. A. WALKER, 

Acting Ohairman. 
The General Manager, 

Railway. 

MINISTRY OF TRANSPORT CORRESPONDENCE. 

(92) 
(Extract.) 
Fj205. 

MINISTRY OF TRANSPORT, 

FINANCIAL AND STATISTICAL DEPT., 

12th February, 1920. 
Sir, 

INTEREST ON CAPITAL EXPENDITURE. 

* * * * * * 
In connection with the question of the rates of interest to be allowed on capital 

expenditure, I am to state that as he [the Minister] is informed that some misappre
hension has arisen as to the interpretation of the arrangements described in the Circular 
Letter No. 1930,* issued by the Railway Executive Committee on the 15th August, 
1919, it has been decidedt to adopt the following definition ;- . 

As regards works in hand before May 1919, and also as regards works commenced 
between that date and the 31st' January, 1920, the Railway Companies may 
have the option of 4 per cent. interest on capital expe~ded with?~t th~ Minister's 
approval, or 5 per cent. interest on capital expended WIth the Ministl;r s approv!"!. 

As regards works commenced on and after the 1st February, 1920, the nght to claIm 
4 per cent. without the Minister's approval will lapse. 

Any regulations issued in connection with the work of the 'Accountants' Sub-

* Printed ao Document No. 91. 
t The arrangement was approved by the Treaoury on 6th February. 1~20. 
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Committee in regard to this or to' any other point arising out of the Railway 
Agreement, should first be approved by the Ministry . 

• • • • • • 
I am, Sir, 

Your obedient Servant, 
(Signed) J. GEORGE BEHARRELL. 

The Secretary, , 
Railway Companies' Association,' 

8, Victoria Street, S.W. 

(1J3) 

SPECIAL COMMITTEE OF STANDING COMMITTEE OF GENERAL MANAGERS, 

35, PARLIAMENT STREET, WESTMINSTER, S.W. 

12th August, 1929. 
(Circular Letter No. S. 104.) 

Dear Sir, 
I . INTEREST ON CAPITAL EXPENDITURE. 

With reference to Circular Letters Nos. 1930 and 2001: I have the pleasure to enclose 
herewith the Regulations· governing the compilation of claims for 5 per cent. interest on 
capital expenditure under the arrangement referred to in Circular Letter No. 1930. The 
claims should be made up to 31st December, 1919, and afterwards annually as in ftte case 
of those rendered under the original 4 per cent. arrangement (Circular Letter No. 729),f" 
and a reference to the Government's approval must be given in each case. 

Separate claims should be rendered in respect of. the interest chargeable against the. 
Government at 5 per cent. and 4 per cent. respectively. It should be noted that the 
cost of land acquired prior to the 1st May, 1919, and. subsequently used for the purposes 
of an " approved" work, will be dealt with under the 4 per cent. arrangement, and only 
CjIoITY interest as from the date the work is brought into use. . 

Yours faithfully, 
(Signed) GEO. H. WHEELER, 

The General Manager, 
--- Railway. 

Secretary. 

• The Re~nlatioD8 referred to in this letter were approved by the Ministry of 'rransport and the 
Treasury. and are set out below. 

t Circular Letter No. 1-9 covered the issue of the Pink Book. Document No. 71. 

(Enclosure in General, Managers Committee's letter of 12th August, 1920.) 

INTEREST ON CAPITAl, EXPENDITURE. 

REGULATIONS IN REGARD TO THE COMPILATION OF CLAIMS FOR INTEREST AT 5 PER CENT. 
ON CAPITAL EXPENDITURE APPROVED BY H.M. GOVERNMENT. . 

• 
1. Definition of Capital, Expenditure. 

The capital expenditure to which the 5 per cent. interest arrangement set out in 
Circular Letter No. 1930 applies JOllust be

(a) Approved by H.M. Government. 

2. Land. 

(b) Incurred on or after 1st May, 1919. 
(0) Charged to capital and properly so charged. 
(d) Red.uced by the cost of any works replaced. 

In the event of H.M. Government approving .expenditure on the purchase of land or 
property not immediately required for works, any rents receivable in respect of the period 
covered by the claim for the occupation of such land or property must bl) credited to 
the interesll column in the claim, 

(B l611(;9) ff 



3. Oalculaticm oj Interest. 
Interest to be calculated ~n the respective items according to the following 

principles :-

(a) Wages paid by the Company and .materials issued from stock. . 
On and f!om the mean date of the monthly accounting periods (calendar 

. mOllth.or. 28 days, according to the practice of thE\ Company) for which the 
wages and materials are charged. The mean date in the case of the 28-day 
periods to be the fifteeD;th day of such period, and in the casEI of calendar 
months to be as shown m the following table :-

January 16th July 17th 
February 15th August 16th 
March. . 17th September 16th 
April .. 16th October 17th 

; 'May.. 16th November 16th 
June .. 16th December 16th 

(b) Payments to contractors.and other parties (including materials specially purchased 
for a particular work). 

On and from the date of issue of the cheque. 
(c) Land. • 

On and from the date from which interest on the purchase money is payable, 
or if no such interest is payable, on and from the date of issue of the cheque. 

(d) Deductions from expenditure. 
(1) Replaced Works or ot1lm Reve'1l'Ue Charges, O/nd Cantf'ihutiuns from Parties ot1lm 

thatn cO'1ltrolled Railway CompO/nies.-The estimated amount by which the 
total expenditure has to be reduced in this regard to be expressed as a 
percentage of the estimated total cost of the work, excluding land and 
costs. All items of expenditure incurred on construction to be reduced 
by such percentage, but such reductions are not to exceed in the aggregate 
the total estimated credit. 

(Specimen formula appended hereto.) 
(2) Returned Materials.-Credit to be given on and from the mean date of the 

calendar month or 28-day period in which materials are credited as 
rettpned, or available for return, to stock, which ever is the earlier. 

(3) CO'1IlJrihutiuns towards cost of Works by ot1lm cO'1Itrolled Railway Companies.
Credit to be given on and from the date of receipt of the money. 

EXAMPLE OF TB;E APPLICATION OF CLAUSE 3 (d}(l) OF THE REGULATIONS IN REGARD TO 
THE COMPILATION OF CLAIMS FOR 5 PER CENT. ON APPROVED CAPITAL EXPENDITURE. 

Estimated total cost of new work (ex
cluding land and costs) 

Less-
Proportion chargeable to revenue 
Contribution from a party other than 

a controlled Railway Company .. 
Replaced works 

!Net debit to capital 

£ 
1,000 

. 1,000 
4,000 

. Expenditure 
incurred. 

January, 1920 
March,1920 
June, 1920 

£ 
'6,000 
2,000 
2,000 

£10,000 

£ Per cent. 

10,000 100 

6,000 60 

£4,000 40 per cent. 

Expenditure 
Less ranking for 

60 per cent. interest. 
. £ £ 

3,600 2,400 
1,200 800 
1,200 800 

£6,000 £4,000 
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XI.-ARRANGEMENTS IN REGARD TO THE PAYMENT . FOR RAILWAl( . WOftKS 
CONSTRUCTED UNDER AUTIIORITY OF THE BOARD OF TRADE. 

(N.B.-PreVioUB to the ge~~ral arrangements referred to in this section, special agreements were'lhade. 
with particular Companies by the War Office and other Government Departments,) . 

DocUment 
Number.. PAGE 

. (94) Letter of lOth April, 1918, from the Railway Executive Committee to the Board of Trade, 
suggesting a proced1ll'll, that might ,be adopted in,.ool!llectJon with the payment, eto., for 
new works carried out by Railway Companies at the request of the Board of Trade '" p6 

(95) Letter of 3rt! May, 1918,.from the Board of Trade to the Treasury, asking for their 
concurrence (subject to a slight quaIi1ication) in the arrangements suggested by the 

, Railway Executive Committee 11 

(96) Extract from letter of 31st May, 1918, from the Treasury to the Board of Trade, concurring 
generally in the proposed arrangements ... 117 

(97) Letter of 13th June, 1918, from the Board of Trade to the Railway Executive Committee, 
informing them of the arrangements made with the Treasury ... 118 

(98) Letter of 13th June, 1918, from the Board of Trade to the War Office, informing them 
of the proposed arrangements and asking for their formal concurrence 118 

(99) Circular letter No. 1423 of 25th June, 1918, issued by the Railway Executive Committee 'to 
, the Railway Companies, notifying them of the arrangements ... 119 

(100) Extract from letter of 28th June, 1918, from the War Office to the Board of Trade, confirming 
the proVISional arrangements '120 
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(94) 

RAILWAY EXECUTIVE COMMITTEE, 

35, PARLIAMENT STREET, WESTMINSTER, S.W. 

10th April, 1918. 

PAYMENT FOR WORKS CARRIED OUT BY RAILWAY COMPANIES AT THE REQUEST OF THE 
BOARD OF TRADE. 

1. At the interview you were good enough to accord us on the 28th ultimo we dis
cussed, amongst other things, the question of the method of payment for new works carried 
out by the Railway Companies at the request of the Board of Trade. 

2. Ever since the commencement of the war the Railway Companies have been con
structing works for the various Government Departments under an arrangement by 
which the orders for all such works are, as a general practice, co-ordinated through the War 
Office. This was done because it was found at an earlier stage of the war that the 
requirements of the various department_i.e., War Office, Admiralty, Ministry of 
Munitions, and others, had a tendency to overlap. . 

3 .. The arrangement of co-ordination through the War Office has worked very well, 
and includes, amongst other things, an Agreement under which the Government will pay 
for all such new works on the understanding that at the· termination of the war, or as soon 
thereafter as possible, the Companies should decide whether or not they were prepared to 
take over, 'on agreed terms, such works, or the m!'terials forming works not required to be 
retained, or any part of them. In the case of those works and materials which the Railway 
Companies decide not to take over, any material recovered to remain the property of the 
Government, who would bear the cost of recovery and making good. 

4. Under these arrangements the Government pay 50 per cent. of the estimated cost 
at the time the work is ordered and the balance as soon as the actual cost of the work 
has been ascertailled. 

5. It would appear that the time has now arrived when the Railway Companies will 
have. to carry out a considerable amount of work on behalf of departments under the 
control of the Board of Trade, particularly the Coal Controller and Timber Controli€!, and 
it is necessary that the procedure and method of payment should be agreed. . 

6. We think that arrangements similar to those recorded in Paragraphs 3 and 4 of this 
letter will meet the case. ~e are of opinion, however, that it is not necessary for these new 
works to be co-ordinated through the War Office, and that the arrangements should be left 
entirely in the hands of the Board of Trade, with the Railway Companies immediately 
concerned and the Railway Executive Committee. 

7. We suggest, therefore, that the following procedure and method of payment should 
be adopted :-

(a) In the case of new sidings asked for by the Coal Controller or the Timb~r Controyer, 
arrangements for the preparation of the necessary plans and estunates to be 
made direct with the Company concerned. 

(b) In the case of additional accommodation required by a Railway Company for 
properly dealing with large increases in traffic, the Railway Company concerned 
to report to the Railway Executive Committee with the necessary plaus and 
estimates. If tlie Railway Executive Committee agree that the work is neces
sary, they to forward the plaus and estimates to the Board of Trade with their 
recommendation. . 

(0) If the Board of Trade agree with the works under (a) or (b) being proceeded with, 
they to give the necessary instructions to the Railway Executive Committee, 
who will advise the Company or Companies concerned. 

(d) The Board of Trade to arrange, when the order is given for the work, for an amount 
equal to 50 per cent. of the estimated cost of the work to be credited to the 
Railway Executive Committee for payment to the Company or Companies 
carrying out the work. 

(e) On completion of the work the Company or Companies concerned to send an account 
to the Railway Executive Committee for submission to the Board of 'frade, who 
will arrange for the alIlount due to 'be oredited to the Railway Executive 
ColIllIlittce, 
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8. If, after the termination of the War, any &nway Company decides for its own' 
purposes to take over any works, or any part of any works, carried out during the period 
of Government Control under arrangements or by the orders of a Government department, 
they may do so on terms to be agreed. Any works carried out for Government depart
ments, or by arrangement with the Government, during the period of control, not required 
to be retained, to be removed and the Government credited with the value of the materials 
recovered, less the cost of recovery and making good. 

In the case of sidings and works that may be required to be retained permanently 
by, or on behalf of, a Government Department, after the control, agreements in regard 
thereto and the method of working to'be entered into between the Government Departlllents 
and the Railways Companies aff·.cted. 

The Pres' dent, 
Board of Trade. 

R. 1563. 
P.R. 2484. 

Sir, 

(95) 

Yours faithfully, 
(Signed) H. A. WALKER, 

Acting Chairman." 

BOARD OF TRADE. 

3rd May, 1918. 

I am directed by the Board of Trade to transmit herewith, for the information of the 
Lords Commissioners of His" Majesty's Treasury, a copy of a letter which has been received 
in the Department from the Railway Executive Committee on the subject of the procedure 
to be adopted in connection with the payment for works carried out by the Railway Com
pani€s at the request of the Board of Trade, and I am to say that, if Their Lordships concur, 
the Board propose to give effect to the general arrangements suggested by the Committee 
subject to the qualification that the Board are disposed to arrange with the War Office, 
that, pxcept in cases of urgency, the formal orders for works required should be given by 
that Department to the Railway Companies concerned instead of by the Board of Trade 
to the Railway Executive Committee. 

I am to add that the Board will communicate further with Their Lordships in regard 
to the expenditure required for the construction of the specific works required, but that 
meanwhile they would be glad to learn that no objection is seen to the adoption of the general 
arrangements suggested. 

I have the honour to be, Sir, 
Your obedient Servant, 

The Secretary, 
Treasury. 

(Signed) ERNEST G. MOGGRIDGE. 

(Railway Executive Committee letter of 10th April, 1918, enclosed, Document No. 94.) 

17843/18. 
P.R. 2484. 

Sir, 

(96) . 

TREASURY CHAMBERS. 
31st May, 1918. 

The Lords Commissioners of His Majesty's Treasury have had before them Mr. 
Moggridge's letter of the 3rd instant and the enclosed copy of a letter from the Railway 
Executive Committee on the subject of the procedure to be adopted in connection with the 
payment for works carried out by the Railway Companies at the request of the Board of 
Trade. " " 

In re~ly I am to state that, while My Lords concur generally in the arrangements 
sugges~d.m Paragraph ? of the Committee's letter, They agree with your Board that 
co-ordmatlOn should continue to be effected through the branch of the War Office dealing 
with this matter, if the Army Council are willing to extend its control to these new cases, 

(n 16959) H 3 
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and that except in cases of urgency the formal orders for works required should be given 
by the War Office to the Railway Companies concerned instead of by the Board of Trade 
to the Railway Executive Committee. Their Lordships authorise the payment of advances 
equal to 50 per cent. of the estiniated cost of the work in cases similar to those in which 
advances of this kind have hitherto been made by the War Office. 

With regard to the last paragraph of the Committee's letter, I am ,to say that· the 
question of the se~tlement ~,regar4 to s,Pecial works of .this kind after the war is at 
present under Therr Lordship s consideratIOn, and They will'cause a further letter to be 
addreseed to the Board on this subject in due course. 

* * * * * '* 
I am, sir, 

The Secretary; 
Board of Trade. 

R. 1563. 
P.R. 2484. 

Sir, 

(97) 

Your obedient Servant, 
(Signed) T. L. HEATH. 

BOARD OF TRADE. 

13th June, 1918. 

With reference to your letter of the loth April on the subject of the payment for 
works carried out by Railway Companies at the request of the Board of Trade, I I/-m 

. directed by the Board of Trade to transmit herewith, for th~ information of the Railway 
Executive Committee, a. copy of a letter which has been received from the Treasury on 
the subject.' . 

The Board propose accordingly to arrange with the War Office that formal orders wr 
the outstanding works which the Railway Companies have recently been asked to con
struct for this Department should be issued by the War Office. Meanwhile no delay 
should be 'permitted to take place in the completion of such works, especially those which 
I/-te being constructed in accordance with the rEcommendations of the Traffic Diversion 
Committee. ' . 

Accounts in the prescribed form should be rendered to the War Office in the ordinary 
way for transmission to this Department for payment. 

I am, Sir, 
Your 'obedient Servant, 

1'he SecretalY, 
(Signed) 'ERNEST G. MOGGRIDGE. 

Railway Executive Committee, 
35, Parli~m€nt St~eet, S.W. 

('I'reasur) lett." of 31st May, 1918, enelos.rI, Documont No. £6.) 

R. 1563. 
P.R. 2484. 

• 
(98) 

BOARD OF TRADE. 

13th June, 1918. 
~ . ~ 

I am directed by the Board of Trade to transmit herewith, for the information of the 
Army Council, a copy of a letter* of the lOth April received from the Railway Executive 
Committee on the~subject of the payment for works carried out by Railway Companies 
at the request of this Department. J am also to enclose a copy of a lettert of the 31st 
May from the Treasury on the subject, from which it will be seen that the Treasury concur 
in the proposal made by this Department, as a result of informal discussion of the subject 
with the :Department of the Director of Movements, to the effect that the orders for such 
works should in the ordinary course be given by the War· Office instead of by this 
Department. 

• Document No. 94, 
t DolCument No. 96. 
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The Board would be glad to learn that the Army Council see no objection to this 
proposal, and that they are prepared to confirm th. e provisional arrangements which have 
been made for giving efiect to It. . . . 

In this event I am to ask that formal orders for the constructlOn of the works named 
in the enclosed Schedulet might be issued by the Army Council. The Compim.~es bonber;n~d 
have already been asked by this Department to construct the works in.questlOn. . . 

The Secretary, 
War Office. 

P.R. 2484. 

(CircuIar Letter No. 1423.) 

D~r Sit, 

I am, Sir, 
Your obedient Servant, 

(Signed) ERNEST G. MOGGRIDGE •. 

t Not printed. 

(99) 

RAILWAY EXECUTIVE COMMITTEE, 

35; PARLIAMENT STREET, WESTMINSTER, S.W. 

25th June, 1918. 

PAYMENT FOR WORKS CARRIED OU'" BY RAILWAY COMPANIES AT TJi:'E REQUES'l' OF THE 
BOARD OF TRADE. 

We have been in communication with the Board of Trade in regard to the payment 
for works ca.rried out by the Railway Companies at the request of the Board of Trade. 
and have suggested that the following procedure· and method o~ payment should be 
adopted :-. . . 

(a) In the case of new sidings asked for by the Coal Controller or the Tiinber Controller, 
arrangements for the preparation of the necessary plans and estimates to be 
made direct with the Company concerned. 

(b) In the case of additional accommodation required by a Railway Company for 
properly dealing with large increases in traffic, the Railway Company concerned 
to report to the Railway Executive Committee with the necessary plans and 

. estiJ):Ja.tes. If the Railway Executive Committee agree that the work is neces
sary, they to forward the plans and estinlates to the Board of Trade with their 
recommendation. 

(c) When the order is given fol' the work, an amount equal to ·50 per cent. of the 
. estimated cost of the work t()o be credited to the Railway Executive Committ.ee 
for payment to the Company or Companies carrying out the work. 

(d) On completion of the work the Company or Companies concerned to send an 
account to the.Railway Executive Committee for submission to the War Office, 
who will arrange for the .amount due to be credited to the Railway Executive 
. Committee. 

It was further proposed that if, after the termination of the war, any Railway Com
pany depides for its. own purp()ses to take over ~ny works,Q.r. any part of any works, carried 
out durmg the perIod of GoverIiment control under arrangements or by the orders of a 
Government Department, they may do so on terlnB to be agreed. AJIy works carried out 
for Government Departments, or by arrangement with the Government, during the period 
of control n!)t required to be retained, to be removed and the Government credited with 
the value of the materials recovered, less the cost of recovery and making good. In the 
case of sidings and works that may be required to be retained permanently by, or on behalf 
of, a Government Department, after the control, agreements in regard thereto and the 
method of working to be entered into between the Government Departments and the 
Railway Companies afiected. . 

I now have to inform you that the Board-of Trade and Treasury have agreed to the 
proposals set out above, but have stipulated that co-ordination shall continue to be efiected 
through the War Office, who in the past have dealt with new works carried out by the 
Railway Companies for the vario~s Government Departments. . 

(B 16959) H 4 
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Except therefore, in cases of urgency the formal orders for works required will be given 
by the Wa~ Office to the Railway Companies concerned, an advice being .sent to this 
Committee at the same time. 
. The same procedure so far as payment is concerned will he adopted for works carried 
out on behalf of the Board of Trade as has been adopted in the past with works carried 
out for the War Office. . 

The General Manager, 
--- Railway. 

120JHome/629 (S.R. 3.b.). 
P.R. 2484. 

Sir, 

Yours faithfully, 

(100) 

(Signed) H. A. WALKER, 
Acti1lg Ohairman. 

WAB OFFICE, 

LONDON, S.W . 
. 28th June, 1918. 

With reference to your letter (R. 1563) of 13th June, I am commanded by the Army 
Council to inform you that they agree that works carried out by the Railway Companies 
oli behalf of the Board of Trade should be ordered by the War Offi,ce in .order to ensure 
their co-ordination with the requirements of other Government Departments. The Cp1l11cil 
accordingly confirm the provisional arrangements which have been made for giving effect 
to this proposal. 

They consider, however, that there should be no exceptions whatever to this procedure, 
and that, should any order of great urgency be placed by the Board direct, it should be 
at once reported to the War Office in order that formal covering authority may be given 
to the· RI,Lilway Company. 

* 

The Assistant Secretary, 
Board of Trade. 

'" * * * • 
I am, Sir, 

Your obedient Servant, 
(Signed) B. B. CVBITT. 
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XII.-ARRANGEMENTS WITH REGARD TO RAILWAY COMPANIES' STEAMERS. 

[N.B.-The correspondence between the various Government Departments and the Railway Companies 
with regard to questions arising under this head was voluminous a~d intricate, and is therefore not reproduced.] 

Document 
Number. PAGE 

(101) Summary of arrangements agreed between the Government and the Railway Executive 
Committee ..• ... ..• .•• '" ... •.. ... ... ... ... 122 
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. (101) 

RAILWAY COMPANIES' STEAMERS. 

SUMMARY OF ARRANGEMENTS WHICH HAVE BEEN AGREED BETWEEN THE 
GOVERNMENT AND THE RAILWAY EXECUTIVE COMMITTEE. 

Authcrity.-Admiralty letter of 9th September 1914, and Executive Oommittee Minutes 
NOB. 179 and 262. 

I. Vessels regarded as re9uisitioned under the Act 01 1871. 
The vessels in the Company's service at the co=encement of the war, and any 

purchased or built in substitution thereof, are regarded as taken up under the Regulation 
of the Forces Act, 1871, and not under the Royal Proclamation of the 4th August, 1914. 

Authcrity.-Admiralty letter of September 9th, 1914, and Executive Oommittee Minutes 
Nos. 179 and 262. 

2. Compensation payable by Government. 
The Agreement as to compensation under the Act of 1871 between the Government 

and the Railway Companies is regarded as providing for the compensation payable to the 
Companies in respect of the taking over. of their steam vessels except as hereinafter 
provided. . • 

Authcrity.-Executive Oommittee letter, P.62574. W. of 19th January, ·1917, and Executive 
. Oommittee Minutes N08. 2372, 2393, 2470,2579,2770 and 2795. 

3. Insurance 01 Railway Companies' Steam Vessels employed for other than Government 
Purposes. 

Railway Companies' steam vessels used for other than Government purposes not to 
be insured against Marine and/or War Risks, including all risks covered by previous 
insurance-any liability for loss or damage being assumed by the Government so far as 
the expense of insuring against such liability would otherwise fall to be paid by the 
Exchequer under the Government Agreement on the same conditions as those agreed 
upon between the Government and the Railway Companies in regard to requisitioned 
vessels (vide Nos. 5 and 6). This arrangement to apply to steam vessels loaned by one 
Company to another for t~e ordinary purposes of their services as well as to steam vessels 
owned and used by a Railway Company. 

The insurance of steam vessels hired by Railway Companies from independent owners 
to be considered and determined in each case, having regard to the terms and conditions 
of the hiring Agreement. Any liability undertaken by the Railway Company in such 
cases to be covered by outside ·insurance. 

Authority.-·Board of Trade letter, 30th April, 1917, and Railway ExeC'lttive Oommittee 
• Minute- No. 2795. 

These arrangements to apply to tugs, dredgers, ferry boats and other floating craft 
which were the subject of insurance. 

Autkority.-Admiralty letter of 5th Augu.~t, 1916, and Executive Oommittee Minute No. 
2145. 

4. Requisitioning of Steamers and Chartering 01 Vessels in their Place. 
(1) Save in emergency, no Railway-owned boat to be requisitioned by the Admiralty 

except after consultation and after agreement with the Railway Executive Committee. 
In the event of disagreement the matter to be submitted, where time permits, to the War 
Co=ittee. It must· be understood that on occasion immediate requisitioning may be 
imperative. 

(2) If it be agreed that any Railway-owned boat is to be handed over to the Admiralty 
for special service, and it is considered by the Board of Trade essential to replace the boat 
for Railway service, ~he Admiralty to endeavour to J;equisition a suitable vessel, payment 
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therefor being arranged in such manner as may be agreed between the Treasury.and the 
Rail~ay Executive Committee. 

Autkority.-Admiralty letter of 9th Septemher, 1914, and. Executive Oommittee Minutes 
Nos. 179. 262, and 1447. . 

5. Restoration of Vessels taken over. 
The GOvernment undertakes to refund the cost of restoring the vessels to the same 

condition (fair wear and tear in their ordinary business excepted) as when taken over; 

Autkority.--Admiralty . letter of 29th. May, 1916, and Eucutive Oommittee Minutes N08. 
1983, 2018, 2124, 2221. 2634 and 2710. 

6. Steamers Lost or not Returned • 
. In the case of a lost boat. the Railway Company concerned is to obt~ three competitive 

tenders for a new vessel on the original specification of that lost. From the price of the 
lowest competitive tender on the original specification the accrued depreciation. in respect 
of the age of .the lost ship is to be abated. This depreciation is to be calculated at 4 per 
cent. per annUlll on the original cost from the date of building to the date of loss, the co~t 
of any l~e alteration (such as reboilering) being deducted from the depreciation and 
added to the capital at the date on which it is carried out. 

NOTE.-In the case of vessels built on the "time and line " principle; where it 
is no~ practicable to obtain competitive tenders. vessels may be estimated for on the 
" time and line" principle or on a single tender, and the Government will obtain a 
report as to the amount which it would cost to build a duplicate of the vessel lost. 
In the event of the Railway Company not accepting the expert's estimate, the matter 
shall be submitted to arbitration. . 
The Company will then be entitled to charge in their accounts submitted to the 

Government Auditor, as a chargeto the proved expenses of the Company. the net figure 
thus arrived at-viz., the price of the lowest competitive tender on the original specification 
less depreciation as described above (vide Formula) subject to the following provisos :-

Autlwrity.-Admiralty letter dated 18th December, 1917. 
1. Credit to be given to the Government in respect of usable articles or stores, 

which formed part of the capital cost of a ship, but which were removed from it \tt 
the time of requisitioning and retained by the owners or handed over to· them -at 
some other time. such credit to be the original cost, less an allowance in respect of 
depreciation of such articles or stores to be agreed, provided that the credit so agre,ed 

; shall not be less than thl1 market value of the articles in question Itt the time they 
are offered for sale by the Admiralty to the Railway Company concerned. . 

2. In the case of articles not removed at the time of the ship being requisitioned, 
but.subsequently landed and handed over, the depreciated value for which credit 
is proposed to be .allowed under 1 to be subject to the articles or stores being usable 
and their condition no worse than that occasioned by fair ""ear and tear. 

3. Payment to be made to the owners of a vessel for articles lost with it, which 
were supplemental to the equipment included in the original capital cost of the ship. 

4. The Railway Companies will not be required to take back and allow credit 
for articles which were peculiar to a particular ship, and which. the ship being lost. 
would be of no further practical use to them. 

Autkority.-' Executive Oommittee Minute No. 1778. 
(a) ShOUld. a new vessel be ~onstructed of a superior character to that lost. any additional 

cost due to an illlproved type IS not to be a charge against the Government. 

Autlwrity.-Mr .. Runcima.n's Memorandum ~f 26th J an~ry. 1915. and ExecUtive Oommittee 
. Minutes Nos. 730 and 785. 

. (b) In the event of the Government deciding to retain any particular vessel. the case 
will be dealt ""it~ in the same way as a loss. 

(c) The Government will advise the Companies immediately a decision to permanently 
retain a steamship is come to. and notify them when any vessl'! is lost. 

Authority.-Mr. Runciman's Memorandum of 26th January, 191~, and Executive Oom
mittee Minutes Nos. 730, 785 and 1674. 

(d). The Governme~t will take a review of the state of Railway steamers in their 
possesSIon, ~ay, ~very SIX months, so as to. be in a p<?sition to t~ll the Railway Companies 
If they consIder It would not be worth while to repaIr any partICular vessel. 



124 

ilutlwrity.-Executive Oommittee Minutes Nos. 1418, 1674, 2516 and 2733. 
(e) The Government will afford the Railway Companies the opportunity of having 

a representative present in cases where important examinations of either hull or machinery 
are to be made in R!tiIway vessels, to enable the Companies to take such action as may be 
necessary to secure classification or Board of Trade Certificate when they consider that 
course desirable. 

This is to' be done on the understanding that-
(i) Only such work as is considered necessary by Admiralty Officers is to be an 

Admiralty charge. . 
(ii) Any additional work can only be allowed on the understanding that it can 

be executed within the time required for the Admiralty work. 
(iii) Labour and material can be spared without hampering or delaying other 

National work, the execution of which is not a matter of choice, but of necessity. 
The presence <if the representative of a Railway Company is understo~d to be only 

in order that he may be in a position to make suggestions in regard to the necessary 
repairs and future working of the vessel, and is not to bind a Company in any way as 
to their position with regard to any repairs that may be necessary in order to enable the 
vessel to resume its usual service. 

ilutlwrity.-Mr. Runciman's Memorandum of 26th January, 1915, and Executive Oom
mittee Minutes N06. 730, 785, 1983 and 2018; also Mr. Baddeley's letter 
to Sir Sam Fay, dated 16th June, 1916. 

(f) The Government admit that compensation should be paid to the Railway Com
panies for the loss sustained in consequence of-

(i) Vessels being retained after the period of control ceases;' or 
(ii) Vessels being delayed by alteration or r~air, or not available for Railway 

purposes after the control has expired, subject to an agreement being arrived at 
later on as to the amount or means of assessment of loss. 

Authority.-Sir Alexander Butterworth's letter, dated 30th March, 1916, to Sir Tlwmas L. 
Heath, and tke latter's reply, dated 31st March, 1916. Railway Executive 
Oommittee's Minutes Nos. ,1492 and 1543, and Oircular Letter 862. 

7. Deferred Maintenance of Steamboats which have not been commandeered by the 
. Admiralty or. War Office. 

The Government agree to leave the amounts due for arrears of maintenance of steam
boats which have not been commandeered by the Admiralty or War Office to be settled 
at the conclusion of the period of Government control. 

Autlwrity.-Railway Executive Oommittee In.structions Nos. 186 and 243. 
8. Special Services performed by the Railway Companies for the Admiralty, 

All disbursements made by the Railway Companies in connection with requisitioned 
steamers during the time such boats are requisitioned to be treated as working expenses. 

Formula. SHIP LOST AT AGE OF 20 YEARS. 

Capital cost of .hip 
Less depreciation at 4 per cent. per 8nnwn for 15 years 

At this point .reboilering costs 
So that for the sixteenth year and afterwards the depreciation at 4 per cent. pr<

ceeds on ... 
The original cost is therefore now reduced by a depreciation at 4 per cent. for 5 

years-4 per cent. on £22,000 ... ... ... '" ... ... ... ... 

Deduct cost of reboilering ... 

Amount of lowest tender for replacement 
Doduct accrued depreciation (£16,400) Ius cost of rcbdering (£2,000) 

Public funds contribute to new slllp .... 

£ 
20,000 
12,000 
2,000 

22,000 

4,400 

Accumulated 
Reserve. 

£ 

12,000 

4,400 

16,400 
2,000 

£14,400 

40,000 
14,400 

£25,600 
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XUI.-QUESTION OF COMPENSATION TO BE GIVEN TO THE RAILWAY COMPANIES 
IN RESPECT OF THE USE OF UNCREOSOTED SLEEPERS. 

Document 
Number. PAOB 

(102) Letter of 27th June, 1917, from the Railway Executive Committee to the Board of Trade, 
asking for an .... urance that the Railway Companies would be compensated at the end of 
control for any depreciation of their property that may have resulted from the use of 
uncreosoted sleepers ..• 126 

(100) Letter of 18th April, 1918, from the Treasury to the Board of Trade, enclosing a copy of 
a letter from the Railway Executive Committee on the subject, and suggesting a conference 126 

(104) Letter of 16th May, 1918, from Sir Alerander Butterworth to Mr. Moggridge, enclosing a 
copy of a Memorandum on the subject ... 127 

(105) Letter of 11th June, 1918, from Sir Albert Wyon to Mr. Moggridge, agreeing that the matter 
might be dealt-with by means of Ii formula 128 

(106) Letter of 19th June,1918, from the Board of Trade to the Treasury, asking for their views 129 

(107) Letter of 30th July, 1918, from the 1'reasury to the Board of Trade, admitting in principle 
the liability of the Exchequer for some compensation ... .... ... ... ... ... 129 

(108) Letter of 9th August, 1918, from the Board of Trade to the Railway Executive Committee, 
forwarding a copy of tbe Treasury letter ... ... ... ... ... '" ... ... 130 

(109) Letter of 24th October,1918, from the Railway Executive Committee to the Board of Trade. 
preesing that the matter should be dealt with forthwith by means of a formula 130 

(110) Letter of 2nd November. 1918, from the Board of Trade to the Treasury, asking for their 
obse""tions on the Railway Executive Committee letter ... ... .;. ... ... 131 



F. 181. 
P. 5939. 

126 

(102) 

RAILWAY EXECUTIVE COMMITTEE, 
35, PARLIAMENT STREET, S. W. 

27th June, 1917. 
Sir, 

SUPPLY OF CREOSOTE. 

With reference to conversation and to the letter. which Mr. Matthew has sent to the 
Secretary of this Committee dated 23rd instant, I have. to say that we will carry out your 
wishes in the matter. . 
. The-effect will be that too Railway Companies will have to put uncreosoted sleepers 

into their permanent way, and this, coupled with the fact that a large number of the sleepers 
which the Railway Companies are now buying are of inferior quality, will considerably 
reduce the life of the sleepers. The members of this Committee will be glad therefore to 
have an assurance from you that the Railway Comp&nies will be cOlllpensated at the end of 
the period of control for any depreciation of their property that may have resulted from 
the use of uncreosoted sleepers. 

The President, 
Board of Trade, 

. London, S.W. 

I am, Sir, 

Your obedient Servant, 
(Signed) H. .A. WALKER, 

A.cting Ohain-man. 

* Th. letter refeaOO 00 was an intimation that the President of the Board of Trade wished the Railway 
Executive Committee 00 iss"e immediate in.tructiona· to the Railway Companies asking them 00 soop the 
use of creosote. 

F. 181. 
13233/18. 

Sir, 

(103) 

TREASURY CHAMBERS, 
18th April, 1918. 

I am directed by the Lords Commissioners of His Majesty's Treasury to transmit here
with a copy of a letter from the Railway Executive Committee suggesting that a Conference 
should be held on the question of the use of uncreosoted timber in the maintenance of 
permanent way, and I am to request you to inform the Board of Trade that while My Lords 
are qnite willing to send a representative to such a conference, They think that it should be 
arranged by your Department in accordance with the usual practice. 

A \l~PY of Their Lordship's reply to tlie Railway Executive Committee is enclosed. 
I am, Sir, 

Your obedient Servant, 
. (Siflned) T. L. HEATH. 

The Secretary, 
Board of Trade. 

(Encloll'Uf'/J NO.1 in Treasury ~tter of 18th A.pril, 1918.) 
F. 181. 
S.1486/8. 

Dear Sir, 

RAILWAY EXECUTIVE COMMlTI'EE, 
35, PARLIAMENT STREET, WESTMINSTER, S.W. 

28th March, 1918. 

RESTRICTION IN THE USE OF CREOSOTE. UNCREOSOTED SLEEPERS. -. 
Owing to the restrictions that have been placed on the use of creosote, the'various 

Railway Companies lire having to place into their road a considerable number of uncreosoted 
sleepers and crossing timbers. The attention of this Committee has been called to the 
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serious efiect this will have upon the life of the roael, .and as a consequence the h6lloYY' ,addi
tional ~xpe!J.se that will be thro'*xi upon the Companies----an expense which is only par-
tially dealt with under the heading of " Deferred Maintenance." . ." .. '. " . 
, The question has been carefully considered by a Sub-CoIIlIlllttee" consistig of Sir 

A. Kaye Butterworth, Mr. F. Potter and Mr. D. Matheson, and I have tos~ggestthat a 
Meeting should be arranged between these three gentlemen and someone actmg on bebalf 
of the Treasury, in order that the matter may be discussed and a decision come to as to 
the best",:,ay of meeting the difficulty that h~s arisen. 

The Secretary, 
H.M. Treasury, 
. Whitehall, S.W. 

Yours faithfully, 

(Signed) H. A. WALKER, 

Acting Ohairman. 

(EMw"lreNo. 2'i" 7'r<48Ury 'teU.rof 181h April,. 1918, ,Iat.a thllt tI •• Board of Tra4' haa b .... ad,.d 10 
call a cOlif ..... c. on the ItIbjoct.) , 

F.1Sl. 

Dear Mr. Moggridge, 

(J04) 

NORTH-EASTERN RAILWAY, 

CREOSOTE. 

4, COWLEY STREET, 

WESTMINSTER, S.W. 

16th May, 1918. 

You will remember at the meeting held at the Board of Trade on the 2nd instant it 
was arranged that I should send you a Memorandum setting out shortly the case as pre
sented by the Railway Companies at the meeting with reference to the efiect of laying 
uncreosoted sleepers. ' . 

I enclose a Memorandum which I hope Will meet your purpose; if anything further 
is required perhaps you will kindly'let me know. 

E. G. Moggridge, Esq., 
Board of Trade, S.W. 

'Yours faithfully, . 
(Signed) A. KAYE BUTTERWORTH. 

(ErwloSUTtl in Sir Alexander B~h'8letter of 16th May, 1915.) 

MEMORANDUM REGARDING RESTRICTION IN THE USE OJ!' CREOSOTE. 

The Railway Executive Committee have been informed by the Governnient that in 
consequence of the restrictions ill imports, the tonnage of creosote necessary for properly 
preserving the slee:pers required for the renewal of the permanent way is not available. 
H normal working III to be maintained and safety ensured, renewal of the permanent way 
must be continued, 

The result is that the Companies must either-
(1) Lay uncreosoted sleepers or sleepers treated with substitutes, or 
(2) Reduce the speed of trains. , ' 

The latter alternative is not a practicable one, because normal working must as far as 
possible be maintained.. On the other hand, safety is imperative. The Companies cannot 
therefore cease laying new sleepers. 

It is estimated that the life of an uncreosoted sleeper is only about 7 years as compared 
with an average life of some 18 years in the case of creosoted sleepers, It follows, there
fore, that, all clean sleepers put into the permanent way during the period of Government 
control Wlll have ~ be renewed long before the normal date, with a corresponding money 
loss to the CompanIes. . 

Suggestions have'been made' for getting over, or partially getting over, the shortage 
of creosote, either b~ the use of substitute preserving material or of hard wood sleepers not 
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requiring treatment. But when all alternative methods have been made use of, it is clear 
that a large number of uncreosoted sleepers, or at any rate sleepers not by any means up to 
pre-war standard, will have to be laid, and it is to meet this loss that the Railway Executive 
Committee have to put forward a claim for compensation, and their suggestion is that the 
money loss involved in the laying of other than creosoted sleepers should be ascertained on 
an actuarial basis, and allowed as a special item in the monthly accounts for Arrears of 
Maintenance. . 

:{n making this suggestion, it is desired to. point out that it involves no new principle, 
but is merely a variation of a principle already admitted and acted upon. The existing 
formula which has been adopted for ascertaining the amounts due to the-Companies for 
Arrears of Maintenance cannot be regarded as invariable, or as representing a hard and fast 
bargain; it represents the simplest and most accurate means that so far has been suggested 
for measuring and comparing the work done in any year of the control with the work 
done in 1913. For that purpose a money basis has been accepted, but the formula makes no 
attempt to equalise any difference in circumstances other than variations in cost of materials 
and labour. 

The present problem is how to arrive at an equitable method of making allowance for 
the fact that there is a difference in the value of the work done quite apart from the difference 
in the value of money. Thus, £1,000 spent in 1918 in laying uncreosoted sleepers may re
present, say, £600 only, so far as a comparison of the actual cost of similar work in the two 
periods goes (and that difference is reflected in the existing formula); but the ultimate value 
to the Railway Companies of the work actually done compared with the ultimate value of 
an expenditure of £1,000 upon creosoted sleepers may be only £350, and it is for the ascer
tainment of this second difference that a formula is needed. 

The Executive Committee are advised that there will be no difficulty in ascertaining 
with sufficient accuracy the loss involved by the laying of other than creosoted sleepers 
but there is one point of detail in connection with the calculation to which it may be well to 
draw attention-viz., that in the case of those Companies that have a claim against the 
Government for Arrears of Maintenance, allowance will have to be made for the fact that 
such claim will be increased by the amount of immediate saving caused by the laying of 
other than creosoted sleepers. This arises from (1) the saving of the cost of the creosote 
itself, and (2) the saving of the cost of labour in creosoting the timber. There will, how
ever, be no difficulty in making the necessary adjustment to meet this point. 

It was suggested at the meeting held at the Board of Trade on the 2nd instant with 
representatives of the Board of Trade and Treasury, that the principle involved in the 
present claim might extend beyond the present case. This may be so, but the Executive 
Committee submit that that is no reason for postponing the settlement of the present claim 
if it is found to admit of an immediate and simple solution, even though the Government 
may deem it necessary to safeguard the consideration of future claims of a cognate character 
unprejudice<l; by anything done with reference to the present claim. 

At the same time it is right to point out that the broad principle underlying the arrange
ments between the Government .and the Railway Companies is that the Railways shall be 
maintained at the cost of the Government during the period of control, and handed over 
to the Companies at the end of that period in the same condition physically, so far as 
possible, as they were in at the commencement-neither better nor worse. In accordance 
with this principle it has been laid down that the standard of maintenance to be observed 
is that which was followed by the Companies in the year 1913, and it is submitted that the 
present claim is merely an application of this principle to a particular case. 

F. 181. 
-(105) 

PRICE, WATERHOUSE & CO., 

3, FREDERICK'S PLACE, 

OLD JEWRY, LONDON, E.C. 

11th June, 1918. 
Dear l\1r. Moggridge, 

STATE CONTROL OF RAILWAYS. SUPPLY OF CREOSOTE. 

I have perused your file of papers and return it herewith . 
. I notice from the minutes of the meeting at which you presided and at which represen

tatives of the Railway Executive Committee and of the Treasury were present, that the 
latter raised the question as to whether the s.tate spoqld assll-me j.'eBponsibility foJ.' los~e~ 
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suffered by the Companies arising out of the general circumstances brought about by the 
war. 

n it be conceded that this responsibility falls uJlon the Government on the ground that 
they must hand back the undertakings at tl(e termInation of control in a condition as good 
as that in which they were at the beginning of control, it seems that the Companies will have 
a claim for compensation if, owing to the necessary employment of uncreosoted sleepers, 
additional expense is likely to fall upon them in the future in maintaining their property. 

There would then remain only the question of determining how this compensation 
~hould be computed and when it should be paid. 

Ail to the method of computation, I do not suppose there will be much difficulty in 
framing a formula to meet the case. The Railway Executive Committee might be asked to 
suggest such a formula for consideration. 

It will also be necessary to consider whether the principle whereby payments are 
made to the Railway Companies for arrears of maintenance in advance of their under
taking the maintenance work represented by those arrears should apply to such a case as 
is now under consideration. 

E. J. Moggridge, Esq., 
(Railway Department) 

R. 688. 
F. 181. 

S· lr, 

Board of Trade, 
Whitehall~Gardens, 

S.W. 

Yours truly, 
(Signed) ALB~RT W. WYON. 

(106) 

BOARD OJ' TRADE. 
19th June, 1918. 

With reference to the meeting held at this Office on the 2nd May on the question of the 
use of uncreosoted timber for the maintenance of the permanent way of the controlled 
British railways, I am directed by the Board of Trade to transmit to you, for the information 
of the Lords Commissioners of His Majesty's Treasury, the enclosed copy of a Memorandum 
on the subject which has been prepared by Sir A. Kaye Butterworth on behalf of the Railway 
Executive Committee, together with a copy of a letter which has been received from Mr. 
A. W. Wyon on the subject. 

The Board of Trade would be glad to learn the views of the Lords Commissioners in 
the matter as early as possible. 

I have the honour to be, Sir, 
Your obedient Servant, 

The Secretary, 
Treasury, S.W. 

(Signed) E. G. MOGGRIDGE. 

(Memorandum enclO&_ w •• u uu Alexander Blluerworth'. letter of 16th Ma,.. 1918. Document No. 1M, 
and Sir Albert W,.on'. letter of 11th June, 1918, Document No. 105 enoIOled.) 

F.181. 
24171/18. 

Sir, 

(t07) 

TREASURY CHAMBERS. 

30th July, 1918. 

. I have laid before the Lords Commissioners of His Majesty's Treasury Mr. Moggridge's 
letter of the 19th ultimo (R. 688) relative to the proposal of the Railway Exequtive Com
mittee that the controlled Companies should be allowed tq make a charge, as a special 
item in the monthly 8ccounta for arrears of maintenance, in respect of the ultimate lOBS 
to be incurred by them owing to the laying of other than creosoted I!leepers. 

In reply I am to request you to inform the Board of Trade that My Lords fully recognise 
;hat the Companies would be damnified if in this case, where the work undertaken is 
.necessarily of an uneconomical character, the normal arrangements for ascertainment of 

(B 16959) I 
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deferred maintenance were rigidly followed. They are accordingly prepared. to admit 
in principle the liability of the Exchequer for some compensation to the Railways on this 
account. 

They direct me to state, however, that, as at present advised, they see no justi
fication for extending to this special case the principle whereby payments are made for 
arrears of maintenance in advance of the execution of the maintenance work represented 
by those arrears. 

'.!'he Secretary, 
Board of Trade. 

R. 688. 

F. 181. 

Sir, 

I am, Sir, 
Your obedient Servant, 

(Signd) T. L. HEATH. 

(108) 

BOARD OF TRADE. 

9th August, 1918. 

With reference to previous correspondence on the question of the use of uncreosoted 
timber, I am directed by the Board of Trade to transmit to you, for the information of 
the Railway Executive Committee, the enclosed copy of a reply from the Treasury to a 
co=unication addressed to them from this ;Department in the matter. 

I am, Sir, 

Your obedient Servant, 

(Signed) E. W.ROWNTREE. 
The Secretary, 

Railway Executive Committee. 

(Treasury letter of 30th July, 1918, enclosed, Document No. 107.) 

F. 181. 

P. 1486/8 Sa. 

Dear Sir, 

(109) 

RAILWAY EXECUTIVE COMMITl'EE, 

35, PARLIAMENT STREET, WESTMINSTER, S.W. 

24th October, 1918. 

SUPPLY OF CREOSOTE. 

With reference to yoUr letter of the 9th August "last (R. (88), forwarding copy of a 
letter dated 30th July from the Treasury on this matter, the Committee note that the 
Treasury are prepared to admit in principle the liability of the Government for compen
sation to the Railways on account of the laying of other than creosoted sleepers, but that 
they see no justification for extending to this special case the principle accepted in the 
case of arrears of maintenance. With regard to this I have to say that it was not intended 
. to suggest that that principle sliould be extended to the case of uncreosoted sleepers. 
The formula which has been prepared by the Engineers and Accountants is on the basis 
of compensation being paid which represents the present value of the 1088 which the 
Railways would ultimately incur-that is to say, the ultimate loss would be discounted 
according to the estimated life of the sleepers. This is what was intended to be conveyed 
by the expression" on an actuarial basis" in the statement submitted by the Committee 
to the Board of Trade. At the same time it was thought, and the Committee still think, 
that it would be much better to get the formula fixed and worked to forthwith through 
a system of monthly (discounted) payments on account, and perhaps you will be good 
enough to explain this view of the case to the Treasury. If with this further explanation 
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the Treasury concur in the suggestion, probably the next step should be to arrange a 
meeting, which Railway Accountants and Engineers should attend to agree upon the 
details of the formula. 

Yours faithfully, 

E. W. Rowntree, Esq., 
Board of Trade 

(Railway Department). 
7, Whi1ehall Gardens, S. W. 

R. 688. 
KlSI. 

Sir, 

(110) 

(Signed) H. A. WALKER, 
Acting Chairman. 

BOARD oj!' TRADE. 

2nd NOtJember, 1918. 

. With reference to your letter of the 30th July last (No. 24171/18) regarding a proposal 
made by the Railway Executive Committee that the controlled Companies should be 
allowed to make a charge in their monthly accounts in respect of the ultimate loss to be 
incurred by them owing to the laying of other than creosoted sleepers, I am directed by 
the' Board of Trade to transmit to you, for the information of Lords Commissioners of 
His Majesty's Treasury and for such observations as Their Lordships may desire to offer 
thereon, the enclosed copy of a further letter from the ~il~ay Executive Committee in 
the matter. . 

. I have-thehonour to be, Sir, 

The Secretary, 
Treasury. 

Your obedient SeJ;Vant. 

(Signed) ERNES'J; G. MOGGRIDGE. 

(Railway Executive Committee letter of 24th October, 1918, enclosed, Dooument No. 109.) 

~"B.-Thia point was carried no further. 

(B 16959) 12 
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XIV.-.JNSURANCE OF RAILWAY COMPANIES' PROPERTY AGAINST FIRE. 

[In February, 1917, the Railwoy Executive Committee call~ the attention of the Boaro of Trade to tho 
fact that certain premisea belonging to Railway Companies were being used by Government Departments for 
purposea which entailed additional risk of Fire, and aoked for an assurance that in the event of Fire arising 
in such premisea, the Company should be relieved of all liability for damage done either to a shed, or its con· 
tents, or to adjoinIng property. A prolonged correspondence ensued in which the whole question of increased 
risk, and also th.t of increased cost of replacement of Railway Property damaged by Fire, W&8 discU88ed. On 
the latter point an Agreement was con~luded, and is printed &8 Document No. U3 below. 

On the former point no definite agreement was reached, but the Treasury indicated the linea on which, 
in their opinion, C&8ea should be dealt with, and the position, in 80 far &8 it has been defined, is stated in 
Doouments Nos. 114·118 below.] 

Document 
Number. PAGB 

(111) Letter of 15th January, 1919, from the Boaro of Trade to the Treasury, forwarding for 
approval draft l,Ieads of Agreement with the Railway Companiea as regards the increased 
cost of replacement of Railway property damaged by fire; and stating that the Board' of 
Trade proposed to give an &88urance that warehousea, in which fixed spaces are let to 
traders at rents which ar~ treated as receipts .. below the line," would not be excluded ... 133 

(112) Letter of 7th February, 1919, from the Treasury to the Board of Trade approving the draft 
. . Heads of Agreement and the Board of Trade proposal ... ... ... ... ... 133 

(113) Letter of 4th March, 1919, from the Boaro of Trade to Railway Execiltive Committee, 
stating that Heads of Agree'ment had been approved by the Treasury subject to certain 
conditions • 

(114) Letter of 4th March, 1919, from the Boaro of Trade to the Railway Executive Committee 
conveying the Treasury view that the risk of damage by fire to Railway property occupied 
by Government Departments should be dealt with on the principle that the Government 
would be responsible for such damage on certain conditions, including particularly the 
condition that Government occupation had been of such a character as substantially to 
increase the risk - •• , 

(115) Letter of 28th August, 1919, from the Railway Executive Committee to the Boaro of 
Trade, objecting to some of the conditions proposed, especially the limitation mentioned 
above ... 

(116) Letter of 5th September, 1919, from the Board of Trade to the Railway Executive Com· 
mittee, in reply to the letter. of 28th August, 1919, stating how far they were prepared to 
go in meeting the views of the Railway Companies in the matter 

(117) Letter of 20th April, 1920, from the Standing Committee of General Managers to the Ministry 
of Transport, stating that, with one exception, the controlled Railway Companies are 
prepared to accept tbe Agreement which had been approved by the Treasury in letter of 
7th February, 1919, and asking if it is still open for aooeptance 

(118) Letter of 20th July, 1920, from the Ministry of Transport, stating that the Agreement ia .till 
open for acceptance ... 

134 

134 

135 

136 

137 

137 



133 

(Ill) 
R. 4587. 

Bow OF TRADE. 
15th January, 1919. 

Sir, 
With reference. to previous correspondence regarding the insurance of Railway 

Companies' property against fire, I am directed by the President of the Board of Trade to 
transmit to you, for the information of the Lords Commissioners of His Majesty's Treasury, 
the enclosed copy of draft Heads of -Agreement relating to increased cost of replacement 
which have been provisionally agreed between the Railway Executive Committee and 
this Department, and I am to say that, subject to Their Lordships' concurrence, the Board 
of Trade propose to assent to the Heads of Agreement and to give an assurance that 
warehouses in which fixed spaces are let to traders at rents which may be treated as 
receipts " below the line " would not be excluded from the provisions of the Agreement. 

The Secretary, 
Treasury. 

I have the honour to be, Sir, 
Your obedient Servant, 

(Signed) ERNEST G. MOGGRIDGE. 

(EnCioSure in Board of Trrldeletter of I5tX JQ/Y!uary, 1919.) 

HEADS OF AGREEMENT BETWEEN THE RAILWAY COMPANIES AND THE GOVERNMENT AS 
TO FIRE INSURANCE. 

1. In the event of damage caused by or resulting fr'oin fire or explosion to :{lroperty 
of a Railway Company (other than property the rent of which would normally be mcluded 
in the lower half of Account No. 8 of the Statutory Form of Railway Accounts); and 
whether the property is insured or not, the Government to pay any increase in the cost 
of restoring or reinstating such property due to the rise in prices of labour or material 
since 1913, such payment, in the absence of agreement to the contrary, to be made as soon 
as the restoration or reinsta.tement has been carried out, and whether such restoration 
or reinstatement is carried out during the period of Government control o~ not. Provided 
that this Clause shall not apply in so far as the increase is recovered by the Rail
way COmpany from an outside insurance company under a policy of insurance, or where 
the Company is, apart from this Agreement, entitled to include the cost of restoring or 
reinstating such property in its Working Expenses. 

2. Any question or difference arising under these Heads of Agreement may by agree
ment between the Government and the Railway Company concerned be referred to an 
Arbitrator, whose decision shall be final. 

3. The arrangement hereinbefore set out to have effect as from the commencement 
of the period of Government control, but not to override or modify the existing arrangement 
between the Government and the Railway Companies with reference to damage from air 
raid or bombardment. or any other agreement or indemnity en~red into or given by or 
on behalf of the Government with or to the Railway Companies or any individual Railway_ 
Company. Provided that the amount payable by the Government hereunder in respect 
of the period 5th August, 1914, to 31st December, 1915, shall not exceed Three Thousand 
Pounds for all Companies. 

• Sea Clause tv·of Document No. 71. 

(lIZ) 
TREAsURY CBAM:BE~S. 

2564/19. 
7th February, 1919. 

Sir, 
The Lords. Commissioners of His Majesty's Treasury have had before them 

Mr. Moggridge's letter of the 16th ultimo (R. 4587) and the accompanying draft Heads of 
Agreement between the Railway Executive Committee and the Government as to the 
increased cost of replacing Railway property da.inag~1l by Pte or explosion, 

In reply I am to request you to inform the Board of Trade that My Lords concur in 
the terms proposed and in an assurance being given that warehouses in which fixed spaces 

(B 16959) I 3 
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a.re let to traders at rents which may be treated as receipts" below the line," would not 
be excluded from the provisions of the Agreement. It will, of course, be understood that' 
in all cases the increased cost of replacement will be calculated with reference to propertv 
exactly corresponding to that damaged, any betterment resulting from the restoration 
or replacement being excluded. 

I am, Sir, 
Your obedient Servant, 

(Signed) T. L. HEATH! 
The Secretary, 

Board of Trade. 

R.553. 
,F. 180. 

(113) 

". ",IT, 

BOARD OF TRADE,' 

4th Marah, 1919, 

. With referenoe to your letter* of the 24th December (P. 72/4 Sa.), with which wa~ 
enclosed a oopy of draft Heads of Agreement between the Railway Companies and the 
Government with regard to the payment of the increased oost of reinstating Railway 
p~operty destroyed or damaged by fire,. I am directed by the Board of. Trade to state that 
the Treasury have now approved the draft heads of Agreement enolosed with your letter 
.on the understanding-

(1) That warehouses in which fixed spaces are let to traders at rents which may be 
treated a.s receipts" below the line " wouJd not be excluded from the provisions 

. of the Agreement. 
(2) That in all cases the increased cost, of restoration or replacement will be cal-

. cuJated. with reference to property exactly corresponding to that damaged, 
any betterment resulting from the restoration or replacement being excluded. 

(3) That the Agreement being an "above the line" agreement does not apply to 
property where the cost of maintaining it except in so far as covered by 
insurance wouJd not be charged to working expenses" .above the line." 

I am, Sir., 
Your obedient Servant, 

(Signed) ERNES'f G. MOGGRIDGE:' 
"The Seeretary, 

Railway ExecutiveComnrittee, 
3S;'Parliamen,t Street, S.W. 

• Not.printed, see Note at commencement of Section XIV. 

(114) 
R. 1119. 
F.180. 

BOARD. OF. TRADE. 

4th Maroh. i919. 
Sir, 

With reference to your lettert of the 24th December (P. 72/4 Sa.) in which reference 
was made to the question of the liability of the Government in respect of damage occurring 
to Railway Companies' premises occupied by Government Departments, I am directed 
by the Board of Trade to state that the Treasury are ;prepared to agree that any cases 
of'such damage which may have arisen since 1915; or which may arise in the future, should 
be dealt with on the understanding that the Government will be responsible for damage 
by fire or explosion caused to Railway Companies' properties occupied by Government 
Departments, or damage to any other property belonging to the Railway Company 
concerned, or for which the Railway Company may be responsible, caused by or resuJting 
from fire or explosi,On occurring on the property so occupied. provided-

(1) That the Government occupation has been of such a character as substantially 
to increase the risk from these causes . 

. -
t Not printed, set! Note ~t colllDluoement of Section XIV. 



185 

(2) That the Government shall not be liable in so far as the damage is recoverable 
under a policy of insurance with an outside insurance company. 

(3) That the Government has not already entered into an agreement with the Railway 
Company covering the case. 

(4) That as regards damage from fire the Company shall, so far as the circumstances 
of the case will permit, produce satisfactory evidence that the origin of the fire 
was due to, or that the damage therefrom was substantially increased by, 
the Government occupation. . . 

With regard to the introduction' Of the word " substantially" in proviso (1), I am to 
say that the Treasury take the view, with which the Board of Trade concur, that if the 
Government is to accept liability for the whole damage in any case in which any liability 
is admitted, it is essential that liability should only be ",dmitted in cases in which the risk 
is substantially increased by reason of the Government occupation. 

With regard to proviso (4), I am to point out that" under the arrangement proposed 
above it would not be necessary, as previously suggested, that the premises to which the 
arrangement applied should be scheduled, and in these circumstances the mere fact of any 
damage having occurred from fire to any occupied premises might, but for the proviso, 
tend to prejudge the question of the existence of special risk. 

The Secretary, 
Railway Execut.ive Committee. 

P. 72/4. 
F.180. 

Sir, 

I am, Sir, 

Your obedient Servant, 

(Signed) ERNEST G. MOGGRIDGE. 

(115) 

RAILWAY 'EXECUTIVE COMMITTEE, 

35, PARLIAMENT STREET, WESTMINSTED, S.W. 

28th August, 1919. 

FIRE INSURANCE. 

1. With reference t<:l your letter (R.1l19) of the 4th March as to the acceptance by the 
Government of liability for damage by fire or explosion to Railway Companies' premises 
occupied by the Government, or premises adjacent to those so occupied, subject to certain 
provisos which are set out in that letter, I have to inform you that the contents of your 
letter were communicated to the controlled Companies with a request to state whether 
they were prepared to accept the terms proposed, and a number of the replies /lore to the 
efiect that having regard to the terms of proviso (4), and the insertion of the word " sub
stantially" in proviso (1), the Companies are not prepared to accept the arrange ment, 
which is considered unduly stringent in the form proposed. . 

2. All I think you are aware, the Executive Committee have throughout thought that 
the word" substantially" would give rise to trouble, and this difficulty has been accentu
ated by the attempt to safeguard the situation by a twofold protection-first, by defining 
the general character of the occupation (" substantially increasing risk,"), and, secondly, 
by putting the onus of proof as to the orig4l of the particular fire, not on the peraons in 
occupation, but on the owners. . 

3. I shall be glad to know how you propose to meet the situation,-as I am convinced 
that a number of the Companies will not accept the arrangement in its present form. 

The ABsistant Secretary, 
(Railway Department) 

Board of Trade. 
7, Whitehall Gardens, S.W. 

(B 16959) 14 

Yours faithfully, 

(Signed) H. A. WALKER, 
Acting Chairman. 



R. 1119. 
F.180. 

Sir, 
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(116) 

BOARD Oli' TRADE. 

5th September, 1919. 

In reply to your letter of the 28th August (P. 72/4.) on the subject of liability for 
damage as a result of fire or ,:xplosion to Railway Compa,nies' premises occupied by Govern
ment Departments, I am directed by the Board of Trade to state that, for the reasons 
explained in their letter of the 4th March, they could not agree to the elimination of the 
word "substantially" in proviso (1), to the arrangements suggested in that letter. It 
should not be overlooked that, if any such alteration were made, the effect would be that 
part of the ordinary liability in respect of fire risks on Railway Companies' premises would 
be transferred from the Railway Companies' insurance funds to the Government withoqt 
any compensating consideration. 

With regard to the remarks contained in your letter on the subject of proviso (4), 
I am to say that this proviso was not intended to place the onus of proof as to the origin 
of a particular fire on the Railway Company owning the premises in connection with which 
it occurred, but only to require that the Railway Company should, so far as the circum
stances of the case would permit, produce satisfactory evidence in this respect. The 
Board, however, if it is clearly understood that the mere fact of damage having occurred 
from fire to any occupied premises would not be regarded as being in itself evidence of 
the existence of substantially increased risk, would 1>e prepared to suggest to the Treasury 
that in all the ,circumstances it may not be necessary to retain this proviso in addition 
to proviso (1). 

The Acting Chairman, 
Railway Executive Committee, 

35. Parliament Street, S.W. 

I am, Sir, 
Your obedient Servant, 

(Signed) E. W. ROWNTREE. 



MINISTRY OF TRANSPORT CORRESPONDENCE. 

(117) 
P. 72/4 •. 

35, PARLIAMENT STREET, WESTMINSTER, LONDON, S.W. 

20th April, 1920. 
Dear Sir, 

FmE INSURANCE. 

·With reference to the letter from the Board of Trade dated 4th March, 1919, signed 
by Mr. Moggridge, enclosing copy 01 draft Heads of Agreement between the Railway 
Companies and the Government with regard to the payment of the increased cost of 
reinstating Railway property destroyed or damaged by fire during the period of Government 
control, I have to inform you that, with one exception, the controlled Companies have 
expressed their readiness to accept the arrangement embodied in the draft Heads and the 
Board of Trade letter referred to. . 

The Standing Committee of General Managers propose, therefore, to intimate to the 
Companies (with the exception above referred to) that the arrangement' has been accepted 
on their behalf, but before doing so, they would like to be assured that the arrangemebt 
remains open for acceptance and that they will be in order in making this intimation: 

The Secretary, 
Ministry of Transport. 

F. 734. 

Sir, 

(118) 

Yours faithfully, 
(Signed) GEO. H. WHEELER. 

MINISTRY OF TRANSPORT, 

FINANCIAL AND STATISTICAL DEPT. 

20th July, 1920. 

With reference to your letter of the 6th July, * respecting the draft Heads of Agreement 
between the Railway Companies and the Government in regard to the payment of the 
increased cost of reinstating Railway property destroyed or damaged by fire, I am directed 
by the Minister of Transport to state that it will be in order to make the intimation to the 
Railway Companies referred to in the second paragraph of your letter of the 20th April 
last, and that he concurs in the proposal of the General Managers' Committee to do so. . 

The Minister notes with regret that oIllO. of the controlled Companies finds itself unable 
. to act in harmony with the others in a matl:er on which a complete agreement is obviously 
desirable. 

I am, Sir, 

The Secretary, 
Standing Committee of General Managers, 

35, Parliament Street, S.W. 

Your obedient .Servant, 
(Signed) J. G. BEHARRELL. 

* TJU. letter stated that the cine Company which dissented was of opinion that the arrangement was 
not requiml. 
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XV.--FINANCIAL ARRANGEMENTS MADE TO FACILITATE THE IMMEDIATE PURCHASE 
OF STORES 'BY 'l'HE',RAILWAY COMPANIES AFTER THE ARMISTICE. 

Document 
N:umber. PAGE 

(119) Communication of 5th December, 1111S, from the Railway Executive Committee to the Board 
of Tmde, .ugg ... ting, in reSponse to the PreBident'. requeBt. B method by which Railway 
CompanieB might be encouraged t<> place immediate orders for 8tore.... 13~ 

(120) Letter of 10th December, 1918, from the Board of Trade to the Treasury, asking whether 
they concurred in the arrangements 8uggested ... 139 

(121) Letter of 3rd January, 1919, from the Treasury to the Board of Trade, concurring with the 
arrangements under certain conditions 140 

(122). Letter of 8th January, 1919,from the BOl>rd of Trade to the Railway Executive Committee. 
approving the proposed arrangements with a slight modification 140 

(123) Circular letter No. 1694.issued on 23rd January,. 1919, by the Railway Executive CommIttee 
. to the Railway Companies, notifying them of the arrangementa .. ' : ... ... '.' 141 



P.S. 2154/5fWr. 

F., 193. 

Dear Sir, 

.(119) 

RAlLwAY.EXl!iCOTIVE COMMITTEE, 

35; PARLIAMENT STREET, 'WESTMINSTER, S.W. 

5th DerMfI1M, 1918. 

STEEL, ETC., FOB RAILWAY REQUIREMENTS. 

1. You will remember on one of your recent visits to this Office you asked. us to 
'consider the terms upon which the Railway Companies might be recommended to imme
diately place orders for stores likely to be required for their use during the next year or 
two, the intention being, as we understand it, to enable such orders to be pl,aced without 
necessitating any financial loss to the Railway Companies themselves. 

2. 1 have pleasure in sending you herewith copy of a Memorandum which has been 
prep·ned on the subject, and upon hearing that you have obtained Treasury sanction to 
the arrangement, we will see that the Railway Companies are advised accordingly. 

The President, 
Board of Trade, S.W. 

I am, Sir, 

Your obedient Servant, 

(Signed) Ii. A. WALKER, 
Acting Ohairman. 

(Enclosure in Railway Exectttive Oommittee letter pf5tkDecemher, 1918.), 

'REPORT OF COMPENSATION ACCOUNTS SUB-OOMMIP'EEON QUESTION REFERRED TO' THEM 
ON PUBCHASE OF STORES IN RESPONSE TO THE APPEAL OF THE PRESI])ENT Oil' THE 
BOARD OF TRADE: 

'. ~ 

The Companies would agree to place orders a~, once for, all stores required for the' 
year 1919-the same to be paid for by the Companies as the stores are required by them 
and charged against the Government as and when issued. . 

The COJ;n,panies would further agree' to place orders for such stores as they estimate 
th,ey will be able to use during the remainder of the period of control on the understanding 
that the same are paid for by the Government, or if not, that the Companies pay the 
accounts and charge interest on the amount thereof at the rate of 5 per cent. per annum 
on the amounts paid from the date of payment to the last day of the month prior to that 
in which the stores are issued. 

1£ as a result of this action any Oompany finds itself at the end of the period of control 
in possession of a stock of any stores in excess of the stock held by such Company at the 
commencement of the war, and such excess quantity has been purchased at a price higher 
than the price current in 1913, the Government shall pay to the Company the di:fference 
betweeuthe purchase price and such current price on the excess amount of stores . 

. The above is subject to the continnance of the present arrangement as to arrears ef 
msmtenance. ' 

R.4330 . 
. F.193. 

(120) 

BOARD 6F TRADE. 

lOth December, 1918. 
Sir, . 

I am directed by the Board of Trade to transmit to you, for the information of the 
Lords Oommissioners of His Majesty's Treasury, the enclosed copy of a Report of the 
Compensation Accounts Sub.Committee of the Railway Executive Committee on the 
question of. the purchase of stores required for the year 1919 and subsequently during the 
control penod, and I am to explain that this communication has been received in response 
to a request made to the Railway Executive Committee by the President to consider what 

, :, 
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steps could be token, so far as the Railways are concerned, to facilitate the transference of 
munitions work to ordinary production. In view of the urgency of the matter the Board 
would be glad to learn as soon as possible whether the Lords Commissioners are prepared 
to agree to the finanoial propOBSls suggested. 

The Seoretary, 
Treasury, S.W. 

I have the honour to be, Sir, 
.. . Your obedient Servant, 

(Signed) ERNEST G. MOGGRIDGE. 

fEncloBure'in Railway Executive Committee letter of 5th Deoember. 1918. Docnment No. 119 enclosed.} 

F. 193. 
47588/18. 

Sir, . 

(121) 

. TREASURY CHAMBERS. 

3rd JMIoUMY, 1919. 

. I have laid before the Lords Commissioners of His Majesty's Treasury Mr. Moggridge's 
letter of lOth ultimo (R. 4330) relative to the purchase of Railway stores required for the 
year 1919 and subsequently dUring the oontrol period with a view to facilitating the 
transference of munitions work to ordinary production. 

In reply I am to request you to inform the Board of Trade and the Railway Exeoutive 
Committee. that Their Lordships ooncur in the finanoial arrangements suggested, 'subjeot 
to the following observations. 

1. Instead of leaving eaoh Railway Company to form its own estimate of the probable 
length of the period of oontrol, My Lords think it better to substitute in the seoond para
graph of the report the words ~' during the first six months of 1920 " for the words" during 
the remainder of the period of control." . . . . 

2. My Lords assume that in determining whether there is excess of stock of stores 
at the end of the oontrol period, as compared with 1913, due regard will be had to any 
material extension of the Railway systsm c·oncerned. 

The Secretary, 
Board of Ttaae. 

R. 135. 
F.193. 

Sir; 

1 am, Sir, 
Your obedient Servant, 

(Signed) T. L. HEATH. 

(122) 

BOARD OJ' TRADE. 

8th JMIol/MY,1919. 

With referenoe to your letter of 5th December (P.S. 2154/5/Wr) regarding the imme
diate plaoing by Railway Companies of orders for stores likely to be required in the near 
future, I am directed by the Board of Trade to ~orm you that th~ Treasury agree.to ~he 
suggestions put forward in the report enolosed Wlth your letter subject to the substitution 
in the second paragraph of the words" during the first six months of 1920." for t~e words, 
" during the remainder of the period of control," and on the assumption t~at In det.er
mining whether there is exoess of stock of stores at the end of the control penod, as com
pared with 1913, due regard will be had to any material extension of the Railway system 
concerned. 

lam, Sir, 

Your obedient Servant, 

(Signed) ERNEST G. MOGGRIDGE. 
The' Secretary; 

Railway Executive Committee. 
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Dear Sir, 
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(123) 

RAILWAY EXECUTIVE COlllMIT1'EE, 

35, PARI.JAMENT STREET, WESTMINSTER, S.W. 

23rd JlJfluary, 1919. 

PURCHASE OF STORES FOR RAILWAY COMPANIEs. 

1. An appeal h88 been made by the Minister of Munitions and by the President of the 
Board of Trade that, with a view to assisting the various firms occupied in manufacturing 
materials and stores used on the Railways, the Railway Companieij.shall, within the next 
two or three weeks, place orders for any materials and stores as are "manufactured in this 
country and are likely to be required for ~se during the next 18 months. 

2. Many of the larger Railway Companies have expressed themselves as willing to 
fall in with the proposal, but have asked that some arrangement may be come to with the 
Treasury in regard to the financing of the arrangement. An Agreement has, therefore, 
been arrived at with the Treasury and Board of Trade on the following lines :-

(i) The Companies Will agree to place qrders at once for all stores required for use 
during the present year. The same to be paid for by the Companies as the 
stores are required by them and charged against the Government as and when 
used. 

(ii) The Companies would further agree to place orders for such stores as they estimate 
they will be able to use during the first six months of 1920, on the understanding 
that the Companies pay the accounts, and the Government allow interest, 
at the rate of ~ per cent. per annum, on the amounts paid from the date of 
payment to the last day of the month prior to the date on which the stores 
are issued. " 

(iii) If, as a result of this action, any Company flD.ds itself at the end of the period of 
control in possession of a stock of any stores in excess of ~he stock held by such 
Company at the commencement of the war and such excess quantity has been 
purchased at a price higher than the price current in 1913, the Government shall 
pay the Company the difference between the purchase price and such current 
price on the excess amount of stores. . 

(iv) In determining whether there is an excess of stores at the- end of the control 
period as compared with 1913, due regard must be had to any material extension 
of the Railway system concerned. 

3. The intention is that any material and stores ordered and used during the current 
year will be dealt with in the usual way through the Railway Company's accounts, and 
that the arrangement for charging interest will only apply to stores and materials ordered 
during the next two months in anticipation of the requirements for the first six months 
of 1920. . 

If the proposition is one that appeals to you, we shall be glad if you will at once act 
upon it, advising us in· due course of any orders you are able to place for stores and materials 
required for use during the period January, 1919, to. June, 1920. 

The General Manager 

--- Railway. 

Yours faithfully, 

(Signed) H. A. WALKER, 

Acting Ohairmafl. 



XVI.-ARRANGEMENTS WITII' REGARD TO TIlE RETURN OF RAILWAY ROLLING 
. STOCK SENT OVERSEAS. 

Document 
Number. PAGK 

(l24)~Heade of Arran8ement between the Railway Compamee and the Government in regard to 
. locomotives and wagons sent overseas ... 143 
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(124) 

HEADS 0]' AlutANGEMENT BETWEEN THE RAILWAY COMPANIES AND THE GoVERNMENT 
IN REGARD TO LOCOMOTIVES AND WAGONS SENT OVERSEAS. 

1. Locomotives and wagons as far as practicable to be returned within six months 
after the declaration of Peaoe. . 

2. SUbject to the following Clause the Companies to be at liberty at cost of Government 
to execute suoh repairs as may be necessary to put such locomotives or wagons as are 
returned in substantially as good a condition as they were in when sent to France. .lmy 
sums expended by any Company to be repaid' by the Government as a special item in 
the month following the expenditure. -

3. Before allY such repairs are executed opportunity to be given to the Government 
of inspecting any locomotive or wagon which it is proposed to repair, and, if the Government 
so desire, a statement to be given to some person nominated by them setting out the nature 
and extent of the intended repairs and the estimated cost of the same, in which case it· 
shall be open to the Government, if they so decide, and give notice of such decision, before 
the repairs are taken in hand, instead of paying the actual cost of the repairs carried out, 
to pay the estimated cost of such repairs as are "necessary" within the meaning of 
Clause 2. Any dispute as to what repairs are so necessary or as to the estimated ~ost of 
the same, to be referred to an experienced Locomotive Engineer to be appointed unless. 
otherwise agreed by the President of the Institution of Mechanical Engineers, whose 
decision shall be final. 

4. Locomotives and wagons known to be lost or destroyed, and replaced during 
Government control, to be paid for by the Government at the prices current when the 
replacements are effected. Such payment to be made either as soon as the Company 
concerned has made good its arrears of normal renewals which have accumulated during 
Government control, or at the end of Government control, whichever shall first happen. ' 

5. Any looomotives or wagons which are not returned at the end of the Government 
control, other than those referred to in Clause 4,to be paid for by the Government as and 
when replacements are effected at the prices then current, and whether arrears of normal 
renewals have been made good or not. Provided that it shall be op1m to any Company 
at the end of the Government control to claim immediate payment for any such locomotives 
or wagons, in which event the Government shall thereupon make a payment on account 
at normal (pre-war) values, subject to adjustment when the actual cost of replacement 
shall have been duly ascertained. Provided also that if such a payment on account is 
made, and the Company concerned shall establish a claim upon the Government in respect of 
loss of traffic receipts or otherwise arising out of shortage of rolling stock after the end 
of the Government control, then interest at the rate of 4 per cent. per annum upon 
the amount paid on account and calculated from the date of such payment shall be set off 
against such claim. 

6. From the amounts payable to any Company under Clauses 4 and /) there shall be 
deducted- . . 

(i) In the case of locomotives, a sum equal to the depreciation of the locomotives 
not returned, the amount of such depreciation m case of difference between 
the War Office and the Railway Company concerned to be settled by an 
experienced Locomotive Engineer to be appointed as mentioned in Clause 3. 

(ii)lIn the case of wagons, a sum calculated in accordance with the table set out in 
Railway Executive Committee Circular J.etter No. 415 on the original cost. 

7. In the event of any sum rlue to any Company under these Heads of Arrangement 
not being paid within one month after a claim for the sum has been rendered, interest 
at the rate of 4 per cent. per annum to be paid by the Government on such sum from 
the expiration of such 'month to the date of payment. 

S. The cost of all repairs carried out overseas to be borne by the Government. 

19th FPlYtuMy, 1919. 
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XVII.-ARRANGEMENTS MADE BETWEEN THE MINISTRY OF MUNITIONS AND THE 
RAILWAY EXECUTIVE COMMITTEE W~TH l'tEGARD TO PAYMENTS FOR 
PERMANENT WAY MATERI~LS SUPPUED FOR USE OVERSEAS. 

Document 
Number. PAGB 

(125) Circular Letter No. P. 1465/4, issued by the Railway EXl'cutive Committee to the Rail,.ay 
(Jompa.nies on 16th November, 1917, in regard to ~I?ove ,.. •••••• ". ". ". 145 

----------



P. 1465/4. 

Dear Sir, 

14,5 

(125) 

RAILWAY EXECUTIVE COMMITTEE, 

35, PARLIAMEYT STREET, WES:rMINSTER, S.W. 

16th N01,ernbel·, 1917. 

PERM~NENT WAY MATERIALS FOR OVERSEAS. 

1. The arrangements with regard to the payments to be made to Railway Companies 
which have supplied Permanent Way Materials for use overseas have been agreed with 
the Ministry of Munitions, on behalf of H.M. Government, and are as follows;-

Class" A."-Materials taken from a Running Line which will have to be Restored. 
The Government will pay now the prices for materials set out in Class" A," as 

shown in the Schedule appended hereto. In addition it has been agreed that the 
extra cost, if any, of providing all the materials required in replacing such Lines, 
together with the whole cost of labour involved in ~Ilch replacements, will be paid 
for by the Government, as and when such costs are mcurred. . 

It has also been agreed that while the Government will bear all costs attachiuj{ 
to the materials provided in restoration, they will not. in the event of such restored 
materials costing less than the agreed-on prices, ask the Railway Companies to 
refund the difterence between such priceM ann . the act.ual cost of the restored 
materials. 

Class " B. "-ltfaterials supplied out of Stock. 
As a payment on account the Government will pay now for these materials 

the prices set out in Class "A: as shown in the Schedule appended hereto, and in 
addition they have agreed to bear the Axtra cost, if any, incurred in replacing th·" 
stock when such stock is replaced. 

Class" C."-Muterials taken/rom a Running Line which will not be restored. 
With regard to the materials falling under this head, the Government have 

agreed to pay now the prices set out in Class "C," as shown in the Schedule 
appended hereto. 

2. It has further been a~reed that in addition to paying the unit prices as set out 
in the Schedule, the Government will bear the cost of lifting and handling the materials, 
and all other costs incidental to the detipatch of the material overseas, and their 
reinstatement, including the cost of any necessary alterations which the Railwuy 
Companies have had or will have to make in, say, the conversion of a double line into a; 
single line, and the reconversion of a single line into a double line. 

3. It must be clearly understood that in making up the charges against the 
Government under paragraph 2 hereof, out-of-pocket expenses only shall be included, 
with an addition of 12t per cent. to cover superintendence, use, of tools. etc. Carriage 
charges must not be included. It must also be noted that the prices laid down in the 
Schedule are not subject to any percentage addition. 

4. Will 'You kindly arrange for accounts to be prepared on behalf of your Company 
in accordance with the foregoing arrangements and rendered to the Executive Commitree 
at 16, Great George Street, Westminster, S. W., as soon as po,sible, in order that the 
amounts due may be included in the next monthly statement rendered to the Govern
ment in respect of the manufacture of munitions of war. 

5. Please acknowledge receipt. 
Yours faithfully, 

(Signed) H. A. WALKER. 
Acting Chairman. 

(B 16959) K 
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SOHEDULE. 

CI.,.. (A)
Rails 
Vb .. ir. ( .. 11 cl .... es) 
Points and Orossings (excluding Lever Boxes) 
Fisbplates ... ... ... ... . .. 
Fisbbolts ... 
Spikes . 
'l'renails ... 
Fang Bolts and Screws ... 
Sleepe'· .... 
Half Timbers 
Key. 
Key Packings 
Lever Boxes. including Rods 
Keying Hammers and Spanners 

Class (C)
Rails 
Chair. ( all classes) 
Points and Crossings (excluding Lever Boxes) 
Fishplates 
l'lshbolts ... 
Spikes 
Trenails ... 
Fang Bol ts and Screws ... 
Sleepers ... 
Half Timbers 
Keys 
Key Packings 
Lever Boxes, including Rods ... 
Keying Hammers and Spanners 

£ s. d. 
5 0 0 per tOil. 
400" " 

2000 " •• t. 
7 0 0 " ton. 
90{)"" 
600" " o 0 1 each. 

10 0 0 per ten. 
o 5 0 each, 
o 2 6 per cubic foot. 
4 0 0 " 1,000. 
o 10 ()" " 
2 10 0 each. 
o 3 0 " 

7 0 o per ron. 
410 0 " " 20 0 0 

" 
set. 

9 0 0 " 
ten. 

12 0 0 .. " 9 0 0 .. " 0 0 1t eacb. 
II 0 o per ten. 
0 6 o each. 
0 2 6 per cubic foot 
4 0 0 .. 1,000. 
o 10 0 .. " 210 o each. 
0 3 0 .. 
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LIST OF RAILWAY COMPANIES IN THE UNITED KINGDOM WHOSE UNDERTAKINGS ARK 
IN THE POSSESSION OF THE MINISTER OF TRANSPORT. 

(NOTE.-It h .. not been thought necessary te print the names of Companies and Committees whose 
lines are leased to or worked by the Companies named in the list.) 

GREAT BRrrAIN. 

Alexandra (Newport and South Wales) Docks and Railway. 
Avonmouth Light. 
Barry. 
Breoon and Merthyr TydfU Junction. 
Burry Port and Gwendreath Valley. 
Caledonian. 
Cambrian. 
Cardiff. 
Cheshire Lines Committe •• 
Cleater and Workington Junction. 
Cleobury Mortimer and Ditton Priors Light. 
Cockermouth, Keswick and Penrith. 
Colne Valley and Halstead. 
Deam. Valley. 
Easingwold. 
East and West Yorkshire Union. 
Festiniog. 
Freshwater, Yarmouth and Newport. 
Furness. 
Glasgow and South Western. 
Great Central. 
Great Central and Midland Joint Committee. 
Great Central and North Staffordshire Railway Committee. 
Great Central, Hull and Barnsley and Midland Committ<>e. 
Great Eastern. 
Great Northern. 
Great North of Scotland. 
Great Western. 
Great Western and Great Central Joint Committe •• 
Great Western and Midland Joint Committee. 
Highland. 
Hull and Bamaley. 
Hull and Bamaley and Great Central Joint Committee.· 
Isle of W;ght. 
Isle of Wight Central. 
Kent andl East Sussex Light. 
King'. Lynn Dock and Railway. 
Knott End. 
Lancashire and Yorkshire. 
I.iverpool Overhead. 
Llanelly and Mynydd Mawr.t 
London and North Western. 
London and South Western. 
London, Brighton and South Coast. 
London, Chatham and Dover. 
Lynton and Bamstaple. -
Manchester South Junction and Altrincham. 
Maryport and Carlisle. 
Mersey. 
Methley Railway Joint Committee. 
Metropolitan. 
Metropolitan and Metropolitan District (City Lines and Extensionsj ouu,. w~ ..... """. 
Metropolitan and Great Central Joint Committee. 
Metropolitan District. 
Midland. 
Midland and Great Northern Joint Committee. 
Midland and South Western Junction. 
Mid-Suffolk Light. 
Neath and Brecon. 
Norfolk and Suffolk Joint Committee. 
North British. 
North Eastern. 
North London . 

• This line 1rlUI opened on 1st May, 1916. and was controlled as 'rolD tha.t date. 
t Controlled .. fro ... 1st April. 1919. 



North Staffonl.shire. 
North Sunderland Light. 
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Oldham, Ashton-under-Lyne and Guide Bridge. 
Plymouth, Devonport and South Western Junction. 
Portpatrick and Wigto"lfll8hire Joint Committee. 
Port Talbot Railway and Docks. 
Rhymney. 
Shropshire and Montgomeryshire Light. 
Somerset Joint Committee. 
South Eastern. 
South Eastern and Chatham Railway Companies Managing Committee. 
Southwold. . . 
South Yorkshire Joint Li,n. Committee. 
Stratford-upon-Avon and Midland Junction. 
Taff Vale. 
Weston, Clevedon and Portishead Light. 
West Riding Railway Committee. 
Wbitechapel and Bow Joint Committee. 
Wirra!' 

lBELANn. 

Balliniscarthy and Timoleague Junction Light, and Timoleague and Conrtmacsherry Extension 
Light. 

Ballycsstle. 
Belfast and County Down. 
Bessbrook and Newry Tramway. 
Blessington and Poulaphouca Steam Tramway. 
Carrickfergus Harbour Junction. 
Castlederg and Victoria Bridge Tramway. 
Cavan and Leitrim, Limited. 
Clogher Valley, Limited. 
Cork and Macroom Direct_ 
Cork and Muskerry Light. 
Cork, Bandon and South Coast_ 
Cork, Blackrock aJ¥i Passage. 
Cork City. 
County Donegal Railway Joint Committee. 
Donoughmore Extension Light. 
Dublin and Blessington Steam Tramway. 
Dublin and Lucan Electric. 
Dublin and South Eastern. 
Dundalk, Newry and Greenore. 
Giant's Causeway, Portrush and Bush Valley Railway and Tramwa,.. 
Great Northern (Ireland). 
Great Southern and Western. 
Listowel and Ballybuuion. . 
Londonderry avd Lough SWllly. 
Midland Great "Western of Ireland. 
Midland (Northern Counties Committee). 
Schull and Skibbexeen Tramway and Light Railway. 
Sligo, Leitrim and Northern. Countie •. 
Tralee and Dingle Light. 
Waterford and Tramore. 
West Clare, Limited. 

NOTE.-The Irish Railways were controlled, for accounting purposes, as from lot January, 1917. 



APPENDIX II, 

ExrRAC1' FROM THE FIR~T SCHEDULE TO THE RAILWAY COMPANIES (ACCOUNTS AND 

RETURNS) ACT, 1~11. 

}'IN~NCIAL ACCOUNTR. 

No. 8.-REVl!:NUE RECBIPTS Asn EXPENnITURE 01' THE WnOLE UNDERTAKING. 

Ree 
State· --
ment. 

10 I Railway... ... ... ... ". 
11 Omnibuses and other passenger "ehic1os 

12 
13 
14 
If) 

16 

not running on the railwayg, 
St.eambOllts 
Canals 
Docks, harbours and whtu\'clo> 
Hotels, and refrelilhment rooms and 

cars where catering i. carried OIl by 
the company. 

GroBs 
Receipts. 

, 

i;£ N, d. 

Year 19-. 

Expendi- Net 
ture. Receipt~. GroBB Expendi-

Receipts. tore. 

£ 1<1. tl. £ II, ri.' ;£ ;£ 

-

Net 
Receipt.. 

;£ 

Other separate businesses carried on 
by the company (in detail). 

1 ____ 1 ____ ' __________________ _ 

Miscellaneous ReceIpts (Net) :
Rents from houses and lands 
Rents from hotels 
Other rents, including lump-sum tolls .. , 
Interest and dividends from investments 

detail). 
Transf~r fees 
General interest ... 
Special items 

Total net income 

I ; 1 

! ' , ----I 

in other companies (in 

1--' 

I 

I 

I 



APPENDIX III. 

SUMMARY OF EVIDENCE GIVEN BY SIR GEORGE BEHARRELL. 

Witness pointed ont that, whereas the intention of the legislature in the Regulation of the Forces Act of 1871 
Was to provide compensation to the Railways for 1088 or injury sustained by the exercise of the pcwers for the 
purpose of meeting a nationa! emergency such 8S War, that intention baa in fact, by the ,eneral trend of these 
arrangements, been converted mto as complete a guarantee as the ingenuity of the Companies representatives could 
creale against the Government's action and all other collateral effects of the War. 

The. principle involved by thIS cbange does not appear to have been clearly visualised, or fully dtlhated at any 
Btage, and as the an'angements were made piecemed-l, they never seem to hue been fitted by those responsible into a 
portrayal of this com'ersion. 

Th~re are instances throughout where arrangements or a line of thought-originating obvionsly from the 
conceptIOn of a short War or a weekly possession of the Railways-have been prolonged throughout the !'even yeal'tl, 
and have created conditions which cannot have b~n intended by those who made the al'rangements, But rut in the 
instances quoted below-as rcogards interest on capital, a.nd diversion of RSMeta from ahove the line earning to helow 
the line earning-there should be complete reciprocity throughout. 

Apart from these general points, the more important features of the Agreemeuts may be liummnriHed IlB 
follows :-

1. .Maintenance. 
RepaiT3 

llellewal& 

-2. Oalculation 
tenance. 

01 ~lJ(un-

3. Acc'um'Utated l1fainfe'llancc 
Fund •. 

Companies claim they are 
entitled to spend what is 
necessary with no limit. 
This applies to all abstract£., 

Comp:u,jn! admit that for 
c:omplete renewal of running 
lines and rolling stock they 
are liable for 1913 cost of 
any excess work over 1913 
quantum, but that the Go
vernment are liable f01" 

additional cost over 1913 
prices. With regard to 
other reuewals the com
panif'.S claim to have same 
liability as in the case of 
repairs exc(~pt in a few cases 
where there has been a 
definite p)·ogramme. 

rhey further claim that each 
abstract ~tallds by itflelf. 

Companies claim under Cir
. cular 686 they are entitled 
in <:31culating provision for 
J'enewals to talte into ac
count inc1'eased first cost of 
rolling stock, even when due 
to ren<'wal during control at 
Government expense. 

No allowance in respect of 
repairs was made by com
panies owning roBing stock 
~ent to France for yearH 
earlier than 1919, in respect 
of whh·h veal' the formula 
lnl~ amended. 

l\lonthly payment~ on ac
count of arrears. of main
tenance were agreed, Owing 
to the length of the period 
of control and the smaller 
volume of work performed 
the .. e funds at 115 per cent, 
of 1913 prices now amount 
to about £40,000,000. 

Witness submits maintenance must be 
treated as a whole and that there should be 
strict adherence to the 1913 quantum. 
This in witness's opinion would be in can .. 
formity with the spirit and intention of 
the agreements and is essential for the 
protection of the Government. 'rho 
quantum adjusted of course to current 
prices after allowance for units main
tained. If, owing to special circumstance",: 
J'epairs in excess of 1913 quantum are 
necessary J they should form tho subject 
of n s.pecial claim for a bnormal wear and 
tear which would have to be Mpecially 
adjurlicated upon. 

Witness further Imbmits that where 8ulna 
have been paid on account of arrears of 
maintenance there should be a dofinite 
term fixed at the end of which it can be 
assnmed that n lille is in a pr(l-colltl'Ul 
state of repair and nny unspl'nt fuud!§ ill 
respect.. of rE'pairs !lhnuhl rC\,('I·t to the 
Goverllment. 

Witne!!'!! ('o.n fiud JiD agreement that the 
GuvcI'1I1l1cnt would pny the balance Otl 

arl'l'ar~ of maintl'lmncc until the work i!l 
actually carried out. 

As the provision is at 1913 prices subsequently 
adjusted to current prices, witness submits 
that it is inequitable and incorrect to have 
regard to increased firBt cost duo solely to 
replacement in kind by the Government. 
Further that as future renewals will pre
sumably be carried out in the companies 
own works the additional cost of building 
in outside contractors' works owing t<J 
temporary disturbance should not be taker 
into account. 

Witn('ss submits that in view of tho fact 
that the companies w(>re r('olio\'ed of these 
repairs and al.<10 that the cost of recon~ 
ditioning is separately paid for by the 
War Office the arrears of muintenauc~ 
formula should have made tho necessary 
allowances. 

A similar qUf'stion aril'lPs with r('gnrd to 
p(~rmammt way which was !'lold and nut 
lent. 

WitneRs consider!! that the intere",t should 
ha.ve been credited to th(>~(~ fnnds thu! 
reducing the Government's ultimate 
liahility. Further that the portion rtvr6' 

lIentina repairR should now be spent 
before any further charges are made ill 
Oov~rnment account. The companies' can· 
tention at the time the arrangement wa! 
made was tha t these funds were necesBary 
to U compensate" them for increased 
floating capital is not accepted by thfl 
witness, as statements submitted show thj:l 
growth of outside investments for 14 com 



3 .. 4cr.'wmulated Maintell(lflCe 
Funds--continued. 

4. Abnonn(u Wear and Tear. 

,S. interest on OapitBl. 

6, R~ef\1Le Rebate,. 

7, Alt8ral.ion in use to whioh. 
prope1·ty taken over lur., 
beef) put. 

8. iliad Debts. 

~. RepZaoe1nent of Bt01"eS. 

APPENDIX. 

Companies are claiming as 
abnormal wear and teal' 
items merely arieing in con
trol out not due to control. 

Companies receive interest on 
new capital works or plant 
but no credit is given in res
pect of ca.pital works 
displaced but· not replaced 
or plant :realised, e.g., lines 
taken up. Steamers sold. 

It h .. been c!.uned that the 
campa.nies are at liberty to 
make at Government ex
pense special rebates to 
obtain competition advan
tages. 

Certain premises used in con
nection with eat'ning 1913 
above the line revenue have 
been devoted to other pur
poses and the income cre
dited in accordance with the 
companies' practice of deal
ing with such income below 
the line. 

Home companies in 1913 
charged had debts to 
H below the line" fund and 
did not reduce traffic re
ceipts. Under Section 3 (d) 
of the Dlue Book these com
punicI:' now chargo bad debts 
to the Government. 

'I'bo existing agreemcnt '(Pink 
Book p. 89) provides that 
the Government shall pay 
to the companies the differ
ence between book prices in 
1914 and book prices at end 
of control on stock of stores 
at latt<.!r date not exceeding 
stock of stores on hand at 
commencement of control 
period. Further in case of 
a shortage, the Government 
to pay the difference be
tween book value in 1914 
and rcplacement prices 011 

the defici(>.ncy. 

panie~ only from £5,000,000 to £48,000,000 
siuce 1913, and in nny cnse no obligatioll 
rested with the GovenlJuent to provide the 
companies with capital to finance this 

·business. U COil tl'Ol" had nothing to do 
with this need. 

Witnel:is submits that only claims duo to 
control should be considered. All claims 
for abnormal wear and tear should be 
specially submitted and specifically certi
fied by an Executive officor and be the 
subject of close examination. 

Witness submits that the arrangement 
should be rl.-'Ciprocal. This principle should 
apply to realisation of capital assets not 
credited to capital but placed in suspense, 
e.g., the large sums received from the 
Government for lost ~hips and in ~ost 
cases not credited to capital. 

"Witness contends that such rebates or aJ;lY 
reductions from book rates should not be 
given during control but if given it can 
only be with a view to post control position 
and should t}wl"cfore not be charged to the 
Government. 

Witness submits that property taken 
possession of in 1914 remains in possession 
of the Government until the end of con
trol and all revenue accruing due to altera
tion of user should belong to the Govern
ment. interest on the value of property 
.j earning below the line II revenue in 1913 
but subsequently taken for "above the 
line" purposes hus been allowed although 
the capital expenditure was not of "tecellt 
date. No objection is taken to this but it 
should be recipl'ocnl. 

Witness submits that as in the case of 
certain companies the receipts in the base 
year were not reduced by auy provision 
for bad debts those companies should con
tinue their 1913 practice throughout cun· 
trot. Apart from the relevancy and equity 
uf safeguarding the companies against the 
collateral effects of the War. 

Witness submits tha.t tho stock of stol"es is 
au essential part uf l'IWh lIndC'rtnking of 
""hich possession was tukCll. The COnt

. panies llave been paid a proper issue pl'il:c 
for all stores consumed and as rnttc>!:I have 
since been fixed having regard inter alicf. 
to current cost of stores witness is of 
opinion that 011 that ground alone the 
Government should not be called upon to 
bear a burden ""hiell has now been placed 
on the users of the railways. If they are, 
the compani('s, at the end of {'ontroL will 
hold a pre-War stuck of stores stnr:ding 
at pre-War pric('s in their books with 
chnr~s based on current prices, a circum
stance quite unforseen w'hen the 'Pink 
Book was issued. 

The following instances where the points of view of the Companies are divergent, but which neverthelCIIB .are 
Important, are given :-

OalCltlntion 0/ Main- (1) Some compa.nies calculate 
increased cost of renewals 
due to rise in prices 011 

gross cost and not on net 
cost, i.e., after allowing for 
scrap value on sales. 

(3) Some companies in charg
ing for engine power used 
fol' permanent way main
tenance have continued to 
apply pre - control rates, 
which rates arc, under the 
formula reduced by a per
centage intended to repre
sent increased cost. This 
unduly increased the 

.~ arr~ars of maiutenance. 

The Accountants' Sub-Comittcc and Govern
ment Accountauts dissent from this method 
of calculation and witness is in agreement 
with the Committee. All companies should 
be required to calcula te increased cost on 
nat and not gross costs. 

Witness submits 'that all debits between 
abstract)!' should be made at cnrrent prices. 

Witness pointed out to the Committee that the mere settling of t.he account which in some cases have not heen 
completely chec-ked Bin08 1915 is bound to be & lengthy a.nd costly process for the Government and one probably 
involving protraoted proceedings before the Railway and Canal Commission although this Court would be primarily 
concerned in the construction and interpretation of the documents rather than the consideration of the exceptional 
'Wllr conditions under which the arrangements were made. 

82046 



APPENDIX IV. 

Sub~itted by SIR GEORGE BEBARRELI~. 

LETTER TO MR. GURNEY FOWLER REGARDING THE ApPOINTMENT 01' GOVERNMENT ACCOUNTANT. 

(Vide QneslifJna 405, 2098 alld 2118 in Mintltea oj Et1idellcl'.) 

It. 13232. 

SIR, 

. Board of Trade, 
S.W.l. 

7th December, 1914. 

I am directed by the Board of 'l'rade to advert 
to the arrangement which, as announced in the Press 
ha.s been made by His Majesty's Government with th~ 
Railway Executive Committee for the payment of 
compensation during the period for which Railways 
in Great Britain have been taken over by the State. 

Tha.t arrangement is, briefly, that the aggregate 
net receipts during the period of the Railways con
cerned are to be compared with a similar aggregate 
for the corresponding period of t·be previous year 
and that the ascertained deficiency is to be the amount 
of cO?Ipens~tion due, ~ubject however to the following 
provIso, ViZ.: that, If the aggregate net receipts 
for the first half of the year 1914 are less than the 
aggregate net receipts for the first half of the year 
1913, the ascertained deficiency is to be reduced in 
a. like proportion, 

The question, thel'.,fol'9, arise." as to the Hcope of 
the examination to which the accounts of the Com
panies should be subjected on beha.lf of His Majesty's 
Government before payment is made. 

The accounts of all Railway Companies are believed 
to be at presont subject to a complete and detailed 
audit which is entirely independent of the manage.
ment of the Companies and arrangements will be 
made under which the statements on which the 
Exchequer payments arc to be c1aimed wi1I be ex
amined and certified by these iudt'Jp(mdeat auditors. 

Having regard to the position and standing of 
the Companies and to this check, the Board are of 
opinion tbat payment can properly be made upon such 
certificates subject to a general scrutiny on behalf 
of His Majesty's Government of the character refen-cd 
to below. 

The procedure which is contemplated is that in 
the first place the Companies themselves should 
prepare drafts of certain Instructions and Schedules 
for the preparation of the Accounts on lines already 
indicated to them. When completed these drafts 
will be submitted to the Government in order that 
they may be criticised a.nd (if necessary) modified by 
the Bonrd of Trado who will at ,this stage consult 
the expert selected to scrutinise the accounts, and 
by the Treasury. The InstructioIlB, &c., will then be 
finally settled and issued through the Companies to 
their Accountants who will prepare the Accounts 
on the lines thus laid down. When this has been 
done, the Accounts will, in due course, be audited by 
the professional Auditors of the Companies; a.nd they 

will then be submitted to the Board of Trade with 
a vie~v to ~he fi,naJ payment of compclHmtioll. (The 
questIOn of, mterJm payments on account i~ a separate 
matter wluc:h need not now be consideJ.-ed.) 

~efol'e .bemg finally passed for payment the certifiod 
claIms wIll ,be referred to a ConSUlting Accountant, 
whose duty it will be to satisfy himself that tho 
principles laid down in the memora-ndum have b06ll 
~uly 0?served and generaJ]y to secure proper con
~lderatIon of the methods adopted more particularly 
10 regard to such matters as depreciation and tho 
allocation of chargt'8 between Revenue Account and 
Capital Account. 

The Board contemplate that the ConSUlting Ac
countant, while relying in the main on the certificate. 
of the Professional Auditors of tIm Companies and 
conducting detailed investi gationH only if a.nd when 
qumtions arise in course of his f1xuminatioll which 
may appcul' to make such investigation necessary, 
should be genel'alJy respousiblB for seeing that the 
claims aJ'e in order. 

It .is prop~sed t~lat the Consulting Accountant should 
I'f.'celVe a.n inclUSIVe fee of 500 b'Ui1W8S for such period 
not exceeding twelve Illonths aa the present al'fangf'!oo 
mente may continue. Such fee would cover all 
ordinary out of pocket expenses (which are not 
expected to be considerable) apart from those of 
special investigations ou detailed a.udits whioh if 
required would be separately arranged for. 

The Board would be glad if you would accept the 
poaition of Consulting Accountant on these terms. 

As all'andy indicated, it is not intended that you 
should conduct a complete l'&-examination of all the 
&ceounts; but it would be desirable that you should 
satisfy yourself prima facie, that the Instructions, 
&c., have boon duly carried out; and certain points 
Buch as the tl'eatment of depreciation and ma.inten. 
ance, transfers to and from special funds,. with
drawals of stock, and the allocation of charges for 
the month of August would require special attention. 
The cOl'l'eepondence between the Gove-rnment and the 
Companies, giving further details, would of course, 
be placed at your disposal. 

Sir William Plender wou1d' be will~ ng to act with 
you in regard to the~ Accounts of the Companies to 
which MCSdrs. Price, WntArhouse and Company act 
as Auditors. 

I am, &c., 

(Sd.) W. F. MARWOOD 

J. Gurney Fowler, Esq., F.e,A. 
clo Messrs. Price, Waterhouse & Co.) 

Gresham Col1ege OffiC'PS, 
Basinghall 8treet, E.C. 



APPENDIX V. 

STAfEMENT SUBMITTED P,Y SIR GEORGE BElLo\.RBELL. 

FOURTEEN PRINCIPAL RAILWAY COMPANIES 1M GREAT BRITAIN-Summary of Receipts and Payments appearing" below-the-lme" in the Published Accounts for the Yean 1913 to 1919, 
excluding Intereat and Dividends on Stocks and 8bares. 

(Vide Que8tions 609, 2210,3652 and 3994 in Minutes of Evidence, also Appendix XXIV.) 

Reuipu: -.. 
R-ents from houses and lands ... . .. 
Rente from hotels ... ... ... ... 
Other rents, including lump sum tolls ". 
Interest. and dividends fl'om investments in other 

companies. 
Transfer fees ... ... ... ... . .. 
General interest ... ... .., ... ... 
Joint lines-Receipts and Expendit.ure other than in 

respect of railway working (Net). 
Sundries '" ... '" ,., 

Total ... 

Payn~Mt8 :--
Interest on iluperannuation and other funda ... . ..... I 
Rent charges and annuities ... .., .. . 
Chief rents and wayleaves, etc, .. , ... ... . .. 
Rent of, nnd guaranteed interest on, Leased, etc., lines ... 
Interest on Lloyds bonds... ,.. ... ... .., 
Sundries ... ... .., ... ... ... .00 

Total ••• ... . .. .. , 
Balance of paym.nts over recei~pts ... ... ... .. . 
Balance of receipts over payments ... ... ... ... 
Comparison with year 1913 ;-

Better ... ... . .. ... .. . ... 
Worse ... . .. ... ... ... . .. 

1913. 

£ 
1,073,994 

29,942 
803,347 
410,612 

20,746 
Dr. 33,692 
·Dr.73,557 

67,068. 

2,298,460 

454,204 
219,408 
518,065 

1,737,263 
38,055 
17,438 

2,984433 

Dr. 685,973 
-
--

I 
1914. 1915. I 1916. 

£ 

I 
£ I £ 

1,075,579 1,107,893 1,129,104 
28,9~3 

I 29,368 
! 

28,111 
833,311 817,829 809,354 
381,696 368,599 I 384,873 ! 

I 
18,307 14,607 I 15,845 

Dr. 152,665 49,660 

I 
244,596 

Dr. 74,384 Dr. 70,179 Dr. 75,194 

54,008 63,640 

I 
64,599 

2,164,835 2,381,417 2,601,288 
1 --
, 

484,67. 514,541 577,717 
211,017 210,673 210,820 
018,116 514,091 511,229 

1,770,464 1,752,270 1,789,979 
37,138 32,371 25,627 
13,872 17,683 20,768 

3,035,282 3,041,629 3,136,140 

Dr. 870,447 Dr. 660,212 Dr. 534,852 
- - -
- 25,761 I 151,121 
184,474 - I .-

-----~ --. -----,.- -----

1917. 1918. 1919. 

£ £ £ 
1,130,955 1,125,023 1,053,635 

26,001 ~,437 37,879 
796,674 8 0,330 , 977,386 
386,667 3~5,359 421.872 

I 15,628 16,462 17,336 
552,278 937,917 1,375,923 

Dr. 74,832 I Dr. 65,798 Dr. 56,154 

60,095 67,839 36,667 

2,893,466 3,384,569 3,864,546 
1-----------
I 603,769 655,464 684,736 

206,481 205,003 205,991 
501,911 517,470 515,519 

1,781,538 1,781,974 1,782,391 
19,681 13,542 11,298 
20,660 21,346 22,391 

--------
3,134,040 3,194,799 3,222,326 

Dr. 240,574 - -
- 189,770 642,220 

445,399 875,743 1,328,193 
- - -



APPENDIX VI. 

Submitted by Sm GEORGE BBHAKRELL. 

(Vide Qtle~tiflll8 Nos. 849, 872, 2884, and 2892 in Mi",lIflJ oj'1..'v;dm('(.) 

l'h9 attached Tables I & II hn \'() been pl'opared at 
the request of the Committee. 

Table I deals with Abstract "A "-Maillt{'na1H~(' 
of 'Vay, 'Yorks, &c. 

Table II deals with Abstract· .. H "-Maintenance 
of Rolling Stock. 

These two tables arc in similar form, and shew for 
~ach of th<.' 14 principal Railways:-

(a) in columns 3 to 5 the 1913 ('harflc for main
tenance divided between 

(i) Complete Renewal of Running Lim's 
(Abstract II A "). Complete Renewal of 
Rolling Stock (including RoIling Stook 
pur('hased) (Abstract" B "). 

(ii) Repairs, &c. (i.e., all other actual 
expenditure in each Abstract). 

(iii) Reserves. 
(b) In columns 6 to 10 the amounts (caieulatl'd 

at 1913 costs) by wili('h l'xpendituro 011 

U9110Wa.ls and Repa.irs exceeded or fl:'llehort 
of the "standard" during the 8(weral 
V~ .. iods of controL Tile" standard ,. repre-o 
KOnts the 1913 charge plus allowances for 
additional units, &c. 

It should be noted that tho dh-ision 
between H Renownl" and H Repairs • ..tc." 
is approximate. 

leI In columns 11 & 12 the Government liability 
(calculated at 1913 co,/,) to dat __ 

Column 11 shews the arrears to date. 
Column 12 shews the eX('ess to date bornt. 

by the Government. 
The 14 Railways enumerated account for between 

90 per cent. and 95 pt'r cent. of the total and an 
I'stimate of the liability (at 1913 costs) in respp.ct of 
other Railways is brought into a sUlDm'ary at th" foot 
of each. table, which ~lso shews the add('d liability 
due to lncreased costs, I.t.:_ 

Government Liability for Arrears :- ExoessBorne byHovernment:-

i 

Immediate ,To.tal Liability 
Liability i e \ If costs at 

At 1913 cost.. 1913 + 15 j,.;r ~ttIement are 
Actual 

Expeoditure 
Repreoented. 

At 1913 cost •. 
.. ce t 200 per cent. 

n • lover 1913 . 
. I.. I ---_ ..•. - ._. 

Abstract" A " ;- £ £ £ £ £ 
Renewals ••. 7,291,000 8,385,000 21,900,000 
Repairs, &c. 12,281,000 14,123,000 36,800,OUO 

Abstract" B" :-
RenewalE! ... 12,733,OUO 14,643,000 38,200,000 
Repairs, &c. 4,321,000 4,969,000 13,000,000 2,6U5,000 li,OOO,OOO 

Total Renewals 20,024,000 23,028,000 60,100,OUO 

" 
Repairs, &c. 1(;.602,000 19,092,000 49,800,000 2,605,000 6,000,000 

-------- 1--------
109,900,000 

'fotal 36,626,000 42, 120,OUO (say 2,605,000 

Table III ha.s been IH'epar(~d from the d(,taiis in 
Tables I and II to shew a comparison of the Govern
ment liability (at.200 per cent. over 1913 costs) for 
arrears of maintenance (Ab!itracts H A " and "B "). 

(a) Undet' existing arrangements (£70,000,000). 
(b) If maintenance outlay is ·limited to 1913 

C(l1~ntum (i.e., " standard "). 
The differNlce between the outstanding liability 

calculated under methods (a) and (II)-about 
£8,OOO,OOO-is the reI'Jult of setting II excess Il (viz., 
£2,605,000 at 1913 prices-200 ppr cent, for increased 
costs) against" arrears." 

A statement* was submitted to the Committee O~l 
11th November comparing maintenance expenditure 
in 1913 with each year of control adjusted to estimated 
current prices, and this shewed a total t'xc.ess expendi
ture of £13,500,000. 

The figure of £8,000,000 now submitted should bt' 
substitutpd for thi" figure, Tht' estimate of 

* Appendix X. 

110,000,000) 

£13,500,000 was pl'eparf'd on broad lines and before an 
~xamination of the individual Compani(>B figures 
could be made. It was previously impossible to ascer~ 
tain the effect of:-

(i) 
(ii) 

New assets (i.e., additional units). 
Excess cost of work normany performed in 

Company's shops but sent out to (.-ontractors 
owing to congestion. In one Company alonc 
this accotmts for £300,000 in the first nino 
months of 1920.) 

NOT£.-While the total figureb may be taken :HI 

:,pprosimate-ly correct there are a number of di8turb~ 
iog factors operating in each direction, e.g .. :- . 

It is .n~8\1med that, either each Company Will be UI 

urrear on each Abstract as a whole, or the nrrpar!' of 
renewals will be made good in control; and 

the additional cost in respect of work sent to C~n
t.ractors over and above assumed 200 per cent. tn· 

crease i~ disregarded. 



TA.BLE I. 
~ {JO»PARItlON OF EXl'ENDI1'UnE ON MAJNTENANCE OF PEUMANENT WAY AND WORKS (ABSTRACT "A") STANDARD YEAR WITH CO~nROL PERIOD. 14 PRINCIPAL RAILWAY CO)lPANJE8 • .. 

Compau)', 

III 

1. 

2. 

~. 

5. 

6. 

.. 
8. 

9. 

10. 

II. 

12. 

1a. 

14. 

TOTAL, U 
-,PB1NCIPAL COB. 

Allo;mtlon between 
"Col&pltlte Renewal." 

and" Repain, etc." 

Renewals .. . 
Repain, .kc ... . 
Renewals .. . 
Repairlll, &c .. .. 
Renewals .. . 
Repairs, &c ... . 
Renewals .. . 
Repain, &c: .. . 
Renewals '.' 
Repa.in, &':c .. .. 
ltenewa18 .. . 
Repairs, .,,\:.c ... . 
Ren.ewals 
Repain, ""c ... . 
ltenewD.18 .. . 
Repain, ·\·.c .. .. 
Renew&.ls 
Repail'l", kt· .•.. 
Renewals .• 
Repairs, k<l ... 
Henewnls •. 
Repairs, o\:c ... 
Renewals 
Repair!, &.c .... 
Renewals 
Repairs, &e, ... 
Renewals 
Repairs, & .... .. 

Renewals .. . 
Repait'R. &c .. .. 

Year 1913. 
As per publisbed Accounts. CODtrol Period f !~i::Sl'8 "'!: J compnroo wi'h Stannard-

Spent. 

(;I) 

" 83,000 
315,000 

19,000 
146,000 
102,000 
355,000 
130,000 
590,000 
121,000 
630,000 
200,000 

1,506,000 
88,000 

439,000 
242,000 

1,259,000 
106.000 
472,000 

49,000 
292,000 
lSJ,OOO 

1.011,000 
. 71,000 
412,000 
148,000 
851,000 
100,000 
~20.000 

RCller\·ed. 

<4, 
£ 

Tot.a.l. 6th Aug. 1914 tl 
31st Dell •• 1916. 

(5) (6) 

Ji. t i, I 83.000 
: J 25,000 483,000 l 171;000 

I' { 5,000 j 165,000 16,UOU 

I, r". 6,000 401,000 { 96,000 

1

.1 { 96,00U 

} 4,000 724,1100 27,000 

I
') 334,OOU 

4,000 ,.- 000 { 67,000 
UlIO, 40,000 

I 
1,' 118,000 1.824,000 11.\,,' ~~!:~gg 

53,UOO 

1 

' lI,HOD 1)38,000 118,000 

, 1 I, 467,000 :) ,iO,OOO 1,&iil,OOO 458,()OO 

, 165,000 

Year 1917. 
m 

£ 
6I,eOO 
86,000 
19,000 
51,000 
81,00n 
60,000 
20,OOU 

237,UOO 
140,000 

75,000 
314.000 
622,OUO 
106,000 

77,OU(I 
322,000 
426,00(, 
UH,OUO 
8;),000 

Year 1918. 
(8) 
-£ 

69,000 
113,000 

5,000 
42,000 
47,000 
91,000 
20,000 

249,000 
119,000 
107.000 
324,000 
634,000 

88,000 
62,000 

321,000 
406,000 
137,OUO 
91,000 , , 3;,OUO 613,00n I}, 227,000 

, 0 ) + 1,000 
, , 341, O( 169,000 12~,000 130,000 
: -\ 16,000 1 207 ono I 203.000 IS:-i,OOO 137,000 

I "I 383;000 3:1.4,OUO 362.000 
, I j 52,000 79,000 72~000 
, j Cr. 6,000 483,000 l 106,000 41,000 34,000 

I 0000 {67,000 140,000 73,000 
I J 2 , 1,019,000 599,000 424,000 438,000 

'I \ Cr. 4,000 516,000 J, 64,000 89,000 95,0110 
I j 192,000 : - 72,000 I - 80,000 

16t6,Oooll-2"6-0 !--IO 7-( 0-0 f -1,955.0;;O--1~7U2!UOOI -1,507,0001 
~'6'i!ool.ono I U ,U 0 j ,5 I. 0 I -\7Ifl,OOO I -2.706.00" -2.839.11011 

Year 1919. 
(9) _ 

£ 
61,000 

+ 19,000 
5,000 

4(1,000 
51,OOfl , 
51,000 ' 
34,000 

139,000 
110,000 

+ 46,UOO 
296,000 
486,000 
4B.000 
13,000 

295,000 
71,OUO 
63,000 
ul,OOO 

+ 9,000 
42,000 

279,000 
4,000 

'12,000 
1U9,000 
406,000 

+ 3,000 
28,000 

-1,105,°°0 
_1.532,000 

: Government Liabllfty @ lOIS eostli, 
6th Aug .• lOB-30th ~ept .. 1920. 

Jilt Jan,' to 30th I ArreMs clalmad I 
Sept., 11120. trom I~ovt. 

(10) (1]) 
- Jl £ --
32,000 296,000 
1,000 358,000 

+ 14,000 20.000 
.+ 17,000 192,000 

27,000 802,000 
+ 6,000 292,000 

21,000 122,000 
- 71,000 1,030,000 
- 44,000 480,000 
- 9,000 185,000 
-185,000 l,6fH,OOO 
-133,000 2,689,000 
- 21,000 819,000 
- 3,000 268,000 
-1!i2,OOO '.551,000 
+ 2,000 1,359,000 
+ 24,000 551,000 

93,000 483,00U 
5,000 4,000 

+ 69,000 349,000 
45,000 610,000 
76,000 1,424,000 
13,000 220,000 
67,000 290,000 
38,000 421,000 

-2.13,000 I 2,120,000 
+ 23.000 I 222,000 

Excoss horne 
by Govt. 

(12) 

£ 

- 4.-.,(U!1I 1 __ !...17.00(_'_i ______ _ 

-522,(IUO 6,791,000 I 
-66~.OOO 11.45fi,OOfJ I 

Standard_Total expended aud resf'rved in HIl3 with allowances for Ildditional uIiits, &c. For purpose8 of comparillOn expenditure during control period has been eqnated to 19131e"el of cost. 
NOtE-The division between" Repairs" and" Renewals" is approximate only. 

Complete Renewah. Repairs, &:c. Total. 
--, 

The Government have paid, or are under immediate liability to pay ;-
. 14 Principal Companies - A:rrea.rslCol. 11) @ 1913 costs 

Other Companies do.' do. aay 

£ £ ;I 
6,191,000 11,466,000 18.247,000 

500,000 ~25.000 1,825,000 
-----

Plus - 15 % on 11.(0 of Increased Cost 
1,291,000 12,2B1.000 19,572,000 
1,094,000 1,842,000 2,936,000 

-----
If costs ruling at settlement are 200 oJo in Exoess of 1918 there ia a. further liability of 

8,51::161000 14.128,000 22,508,000 
13,515,000 22~677.000 86,1.9.2,000 
----- ----- -----

. ;. ['OTAL LIABILIIl'Y •• y '21,900,000 36,800,000 58,700,000 "" 



i'ABLE II. 

COMPARISON OF EXPENDITURB ON MAINTE'NANCIlOI' ROLLING STOCK (ABSTRA.CT liB"), STANDARD YEAU WITH CONTROL PERIOD. 14 PRINCIPAL RAILWAY COMPANIES. 

Company. 

II> 

1. 

2. 

3. 

•• 
o. 
6. 

,. 
8. 

9. 

10. 

11. 

12. 

lao 

H. 

TOTAL. H: 
PRINCIPAl. COg. 

Allocation between 
.. Complete Renewal8" 

and ,. Repain, &c." 

(2) 

Renewals ... 
Repairs, &C. . •. 
Renewa.ls .. . 
Repairs, &c. .. . 
Renewals ... 
Repairs, &c. . .. 
Renew&ls .. . 
Repairs . .tc. .. . 
Renewals .. . 
Repairs, &c. . •. 
Renewals .. . 
Repairs, &e, .. . 
Renewals ... 
Repairs, &c ... . 
Renewalti .. . 
R'Jpaire, &:c. . .. 
RenewalEi ... 
Repairs, &.c. .. . 
Renewal!l; .. . 
Repairs, &:c. .. . 

, 
Year 1913 I I E:r.I!e9S + I 'Government LmbiUty @ 1913 COlts. 

As per published Accounts. Control Feriod Arrears _ compared with Standard· 6th Aug., l014-3U,b Sept.. 1920. 

I----,--------,...----!-------,------,----,-------,-------I----,-----
Spent. I Reserved. t Total. Ii 6th Aug., 1914. to I Year 1917. I Year 1018. Yea.r 1919. IIBt J6n. to 30th Arrears Cl8.imCdl E:s:cess borne 

SiBt Dec., 1916. I Sept., 1020. from Govt. by Govt. 
(!\) r (4) (n) (6) (7) I (8) (9), nO) (1) CIl) 

" £. £. £. I £, I;; £, £. /I, I /I, 
132,OOO} 37,000 568,000 { - 196,000 - 117,000 , - 178,000 + 10,000 - 52,000 533,000 -
399,000 { + 63,000 I + n3,OO!) I + 18,000 + 17,000 + 70,000 - I 211,000 
114,OOO} 2,000 252,000 - 44,000 i - 38,000 I. - 54,000 63,000 - 65,000 264,000 i -
136,000 + 29,000 , + 14,000 + 36,000 + 95,000 + 136,000 - 1 309,000 
185,000 f1 C 23000 746,000 { - 223,000 ,- 99,000 - 125,000 - 46,000 + 4,000 489,000 -
584,000 r. 1 _ 51,000 _ 32,000 - 20,000 I _ 35,000 + 35,000 103,000 I -

197,000 J\ - 745,000 f - 7,000 i - -' - - 7,000 i -
548,000 l - 422,000 I - 281,000 - 218,000 - 138,000 + 210,000 849.000 -
176,000} 8,000 661,000 { - 363,000 - 188,000 - 21,>,000 - 286,000 - 162,000 1,214,000 -
4.67,000 + 69,000 : + 24,000 + 40,000 + 72,000 + 4-t,MO - 249,000 
aB6,OOO} 176000 1777000 { - 732,000 - 359,000 - 389,0(10 - 162,000 - 149,000 1,791,000 -! 

1,265,000 I " {- 340,000 ! - 254,000 - 268,000 - 31,000 + 11,000 882,000 -
181,000 } C 4" OUO 648,000 - 70,000 - 69,000 - 106,000 - 63,000 - 46,000 354,000 -
;)12,OUO r. 0, _ 5,000 + 45,000 I + 20,000 + 49.000 + 83,000 _ 19:2,000 
5'J5,000 I' ( "54 000 2'0000 396000 3 0 '·0 

00 
1'- 35,000 1,69t,000"\ - i) , - ~. -, - .19,00 - 181,000 l,690,Ou -

1,104,0 I J + 50,000 + 26,000 - 10,000 + 133,000 + 176,000 - : 376,000 
92,000, "'0000 -18000 { - 316,000 - 1:-J9,U!10 - 1'15.0110 - 31,000 - 29,000 650,000 i -

356,000 ( I , <> , - 112,000 - 51-1,000 i - 5(000 + !8,OOO - 20,000 226,000: -

2
7
9
0
5

',0000°0 } Cr. 1,000 364,000 f - 172;000 I - 112,000 - 98,000 I - 70,000 - 20,000 472000 I -

l + 54,000 -I- 12,000 i + 30,000 I + 27,000 + 23,000 _ i 146,000 
249,000 f1 204,000 1,621,000 1\ - 660,000 - 417,000 - 565.000 - 370,000 - 51,000 1,863,000 -

1,168,000 - 543,000 - 303,0110 - 255,000 : - 33,000 + 7,000 1,127,000 -
177,000, 9,000 538,000 (- 125,00l) - 127.000 - 57,000 - 23,OUO - 145,000 477,000 -

:;~:~~~}' 960,)0 1 866000 }:!: !~~;~~~ ~ 4~~;~:;g I :!: 5~~:~~~ :!: ~~g:~~~ : + ~~::~~7, 1,851,000 I 823,000 

Renewals ... 
Repair~, &0. . .. 
RenewalR ... 
Rep&in, &C. . .. 
Renewa.ls ... 
Rep&irs, &C. • •• 
Renewals .. . 
Repairs, &e. .. . 

Renewals 
Repairl', &:c ..•. 

1,099,000" ~ "1. - 196,000 - 170.000 - 72,000 - 12,000 I + 69,000 381,000! -

::: ~~~:Zgg} Cr. 54,000 461,000 { : I~~:gg~ ;: I~:;g~g : : li~:~gg . : 6Z:g?g : I~:ggg m:ggg i = 
::: ::~~~:~~g!-}-- 514,~~ 12,449,000 1-{--:-f-:~-~-~-:~·g--g-1-:-2-,~-:-~:-~~-,g-·: :2,:;~:ggg ! :;:I.~~~:g~g . :;:I.~~~:ggg I!:~~f:ggg .--7,3(;;000--

'II Standard.-Total expended and reserveo. in 1913, WIth allowances for additional units, &c. For purposes of comparison expenditure during control period has been equated to 1918 level of cost.. 
Sote -l'he division between "Repairs." and II Renewals .. is o.ppL·oximate only. 

The GO\'",rnwf:'ot have paill or are under immediate liability to pay :-
14: Prinoipal Companies-Arrears (Col. 11.) @ 1918 costs 
Other Companies do. do. say 

Plut=- - 1:1% on ale of increased oost 

If costs ruliDr at aettlemeJ;lt are 200% in Excess of 191~ ooats there is 
afllrther liability of. I 

TOTAL LIABILITY... ... say , 

Complete 
Renewals. 

" 1l,883,:JOO 
850,000 

12.733,000 
1,910,000 

14,643,0110 
23.557,000 

Repairs, &e. 

" 4,021,000 
300,000 

4.321,000 
64!:1.000 

4,969.1100 
8,031,000 

13,000.000 

Tota1. 

" 15,90.,000 
1,150,000 

17,054,000 
2,558,000 

19,612,000 
81,588,000 

51,200,000 

The Government have also borne U exoeNl" maintenance 
f'xpenditnre amounting to :-

14 Principal Companies (Col. 12) 
Other Companies say... • •• 

This is cllculated at 1913 coata-

/I, 
'" 3,305.000 

300,000 

£2,1105,000 -= 
The" Excesa " actually expended amounts to 

about ... • •• £6,000,000 



APPENDIX. 

TABLE III. 

Cmll'ARISON OF GUVERN)tENT LIAIUI.tTY (A'!' 200% OVER 1913 COSTI3) FOR ARR~AKS OF MAINTENANCE 
(Ans'rKAcTS "A" AND" B "). 

(1) U~IlEU EXISTING INTERPRETATION OF THE AGREEMENTS. 

(2) IF MAINTENANCE EXI'ESlllTURE IS J.IMITED TO 1913 QUANTUM (i.e., "STANDARD"). 

I 
~) Limitation of Mainwnaonce 

Under exi9ting Agreements. xp611dituI1l to 1918 Quantllm 
(i.e., " Standard"). 

----

Company. Abstract. 
i (Jovornment Iia- I Government Dedtfct-ExcoSB Government I bility for ArrelU'S Adll-200 % for liability for Expenditl1l'o. 
i at 1918 COS~ per r o(lI'eased cost .. Arroars at 201) 04; 't?'ables land II., 

liability for 
j '.rabIes I an 1 I. ovel' 1918 cosh. 01.12);- 290%. Arreat.d. 
• (Col. 11.) 

.:1) (0) . (3) (·1) I (5) (0) (1) 

I I I 
I 

£ £ ! £ £ £ 
1. ... ... ... A 654,000 1,308,000 I 

1,962,000 -

t 
2,928,000 B 533,000 1,066,000 1,599,000 6:13,000 

~. A 212,000 424,000 ! 636,000 -... ... . .. I 501,000 
B 2li4,OOO 528,000 792,000 927,000 

3. ... ... .. . A 594,000 1l188,OOO 1,782,000 -

I 3,558,000 
B 592,000 1}184,OOO 1,776,000 -

4. ... ... ... A 1,152,000 2,304,000 3,456,000 - 6,024,000 B &56,000 1,712,000 2,568,000 -
5. ... ... .. A 665,000 1,330,000 1,995,000 - } 4,890,000 B I 1,214,000 2,428,000 3,642,000 747,000 
6. ... ... ... A 4,350,000 8,700,000 13,050,000 - } 21,069,000 B 2,673,OUO 5,346,000 8,019,000 

I 
-

7. ... . .. ... A 587,000 1,174,000 1,761,000 - } 2,247,000 B 354,000 708,000 1,062,000 570,000 
8. ... ." ... A 

1 
2,916,OUO 5,832,000 8,748,000 

I 
- } 12,693,000 B 1,690,000 3,380,000 5,070,000 1,125,000 

9. ... ... ... A I,OB4,OOO 2,068,000 3,102,000 - 5,730,000 B 87(1,000 1,752,000 2,628,000 -
10. ... ... ... A 353,000 706,000 

I 
1,059,000 - 2,037,000 B 472,000 944,000 1,416,000 438,000 

11. ... . _. .. . A 2,034,000 4,068,000 I 6,102,000 - 15,072,000 B 2,990,000 5,980,000 8,970,000 -
12. ... ... .. . A 510,000 1,020,000 1,530,000 - 492,000 B 477,000 954,000 1,431,000 2,469,000 
13. ... ... ... A 2,547,OUO 5,094,000 7,641,000 -

14,337,000 B 2,232,000 4,464,000 6,696,000 -
14. ... ... ... A 639,000 1,278,000 I 1,917,000 -

f 
3,960,000 B 681,000 1,362,000 I 2,043,000 -

Other Companies say A 1,325,000 2,650,000 3,975,000 - 6,525,000 B 1,150,000 2,300,000 i 3,450,000 900,000 

TOTAL ... ... A 19,572,000 39,144,000 58,716,000 - } 102,063,000 B 17,054,000 34,108,000 51,162,000 7,815,000 

Government liability at 200 per cent. over 1913 costs ... saYi 110,000,000 ... ... say 102,000,000 
Leas-Paid ... ... ... ... ... ... ... . .. 

"'1 
40,000,000 40,000,000 

Outstanding liability ... ... ... ... ... .. . . .. 70,000,000 62,000,000 , 

4 

-



APPENDIX VII. 
Rubmitted by SIR GEORGE BEHAKRI-:Lf .. 

(Vide Question 1020 in. Minutes 0/ Evidence.) 

}'irst cost of 500 Locomoth~es in 1913 (£2,000 est.) 

Lt88: 20 Locomotives broken up at £2,000 each ••• 

Add: 10 rebuilt in Company's shops at £6,000 each 
10 l'ebuilt by ouiiside Contractors at £10,000 each .. , 

li'h'Bt cost of 500 locomotives in 19HI 

.t: 
40,UUO 

,:0,000 
[I~I,OOO 

160.000 

f 
I,UIlU.OUIl 

£1,120,UOO 

Jncreut!ed First cost 1919 over 1913 ... .e 12U,IltlO 

APPENDIX VIII. 
Submitted by SIR GROUGE BEIJARHELL. 

(Vide Questions 1179 and Iail in Minutes 0/ Evidence.) 

ABSTRACT A. 
'fRANSACTIONS AS TllEY WOULD APPEAR IN 'rilE COMPANY'S An'ClUNTS. 

Expeuditure. 1913. 1919. 
Repair.... • •. £49,000 £ 19.5,OUO 
Renewals 1,000 6,OOU 

'l'rausfer 
Fund 

to Depl'tlciation 
£5U,00U 

5,OUO 

Total cbarge as pe.' Account. £1'>5,OUO 

£130,000 

4,300 

£134,3UO 

EXAMPLE 010' THE ARRKARS OF MAIN'rENASCE FORMULA YEAR 1919 API'I,IED TO 'l'H"~ AUOVI'i 1'1(AN~ACTIO:rrl8. 

(a) Total Expenditure (exclusive of Transfer to Depreciation Fund) 
(b) Add: Credits for Supervision charged to Government 
(t!) For reduction in mHeage of Line Open for traffic 

(d) L.,,: 
(e) 

(f) 

Expenditure on WOl'k for Government charged to revenue 
For Maintenance and Depreciation of New Lines Opened-

nased on 1913 Unit Co.t ... ... ... • •• 
Add: to equate to 1919 rates 150 per cent ..• 

For Maintenance and Depreciation of Other W~rk8 ... 
Add: 10 equate to 1919 rate. 150 per cent. • •. 

Additional Expenditure for Abnormal ~ ear and Teal' ... 

.£ 
5UU 
750 

200 
30U 

(g) 
(h) Special Expenditure for lifting aDd restoration of Permanent Way due to shortage 

of materials. 
( i) Provision of Temporary Accommodation for Female Staff:-

1916 £I,OOO} E ted t {+ 100 per cent. 
1917 714 qua 0 + 75 
1918 200 1919 costs + 50 :: 

£ £ 
13U,UOO 

5UO 
Nil 000 

100 

500 
Nil 
200 

2,000 
1,250 

300 

3,550 

130,1'>00 

(j) 

(k) 

ExpendiLure incurled in respect of holidays granted with pay in excess of those 6UO 
granted with pay in 1913. 

Bonus payments made to Supervisory Staff :~O(J 

(I) Less .. 60 per cen:. to reduce to Un3 cost 

(m) Expenditure in year 1919 adjusted for j)omparisoD. with year 1913 
(n) Total of Ab.tract " A " year 1913 

(q) 
(,.) 

(.) 
(I) 

(n) 

Arrears of work 
Add: 15 per cent. 

Amount chargeable fOl' arrears of Work year, 1919 
Deduct: Transferred to credit of Depreciation Fund-

Reserve in year 1913 for Renewals 
Expenditure do.· 

Add: For New Line opeDed 
For other works opened ... .., ,.. ... ... 
For increased cost of work in year 60 per cent. of £5,000 

Less: Expenditure in year, 1919, .. 

Net amount tn be claimed for AI'l'ears of Work year HJHJ ... ... ... 
The Governmeut al'e al!lo liable for the difference between 15 per cent. of arrears as above 

£810. and actual cost of performing such arrears in excess of H.Ila rat~ BaY, 2UO por cent . 
.£10,800 or 

Tota.l Government liability 

.£ 
5,000 
1.000 

6.000 
2UO 
HlU 

3,000 

6,500 

124,000 
74,400 

49,WJO 
;;5,000 

5,400 
810 

6,210 

4,31JO 

1,910 
9,9HO 

£l1,!llW _ ... 



APPENDIX IX. 
Submitted by Sm GEtJRGF. BEHARRKI,T •. 

CUARGES FOR ENGl~E POWBR IN AIktTR.1l"l' A. 

(Vide Questions 1182 and 3305 in Minutes of Evidenc •. ) 

If Prices 
unaltere1. 

U Prices 
reviHed. 

1920 Charge ... 
£ 

:i,000 
I,SUU 

.£ 
7,5011 
4,50() Less Increased eost 60 per cent. 

Expenditure as adj~8t.ed 
Expenditure as adjusted in 1913 

1,200 
3,UOO 

3,000 
3,nOO 

Arrears at 1913 ratea ... I,SOIl 
3,600 Add for Increased coat of l>6rfOl'ming 

arrears, BaY, 200 per cent. 
Ultimate overpayment a,4UO 

APPENDIX X. 

Submitted by 8m GEORGE BE-IIAUKEI.I,. 

(I'ide Que8timt8 1273 (lJul1312 III MiuWes oj" EvideNce.) 

CONTROLLED RAILWAYS. 

ESTIMATE OF EXGESS MAINTENANCE COsT (WA.Y AND WORKS AND ROLl.INU STUCK)-PERIOO OJ! CONTRur. 

-----------

I) EXPENDED· MY RAILWAY 
COMPA~IES:-

«I) A~Pl1blished(Cmd.40"2,t'1tc.) 
(b) Deduct: unexpended re-

newal provwon .•• . •. 

CO!lPARED WITH STANDARD YBAR (1918). 

atb Aug., 
191-1-31st 

Dec., HIlt" 
Year 1916. Year 1917. 

i 
y ear HJl!:~. Year 1919. 

TOTAL, 
6th Aug., 

1914-
31st Dec •• 

1919. 
------~, ------,------.---------~-----_7--------

I UNITED KINGDOM. 1 GREAT BRITAI:.'. 

~~~-,-------~_______c~----------~'--- - - -----

£ £ £ i £ : £ .£ 

85400 oooi 27,100,000,' 32,000,000 40,200,0001 55,'iO(j,OOOI 190.800,000 
, , I' 

8,600,000, 8,600,000: 4,800,000 a,OOO,OOO! 4,100,OOll: :H,noO,Ooo 
-------r--------- ~'------:-------

(c) Actual Expenditure ... 81,800,0001 23,600,0001 27,700,0001 3O,200,OOOj 51,500,uool 169,800,000 
{d) Deduct; to reduce to 1916 , iii I 

eoat.s .0. .., _0. (7%) 2,200,000

11

(18%2 413~O,OOO!(84%~~_OOIOOOI(50%)17.(j~.OO~i,(57%) 29,4001000:~2,900.000 
{oI'} Va.lue of a.ctua.l work pel'-

formed at 1918 costs .0. _ 29,6UO,OOOI ___ 19,ajX>tOoo!_~~~o'oooi __ ~~O(l,OOO; __ -"::ltJO,()OUI_~6,900,00(J 
(2) CHARGED HUT NOT Ex-

"ENDBD BY COMPANIES;
(f1) Arrears of Maintenance 
(6) Add: unexpended renewal 

provision ,.. ... ". 

(e) ToW charged but not ex· 
pended ... ... . .. 

(d) Deduct: lb/116tbatol'educc 
to 1913 COlts •.. ... 

(e) Value of work not per
formed although oharged 
for (at hll8 OOltl) ... 

(S) TOTAL AMOUNT CHARGE.D 
(adjusted to 1918 o~t.M) ... 

(-l) 'l~OTAL AMOUNT CHARGED 
rN 1918 (STANDARD) ••• 

(f.) E.'u;!l:tiS MAU"TENASCili O\'EU 
~l'ASDABD YEAR;-

At 191a costs ." .•. 
At act.ual cost 
At present pri~!i (200%: over 

WIll) ••• ,., .. 

3,100,000 4,300,000 2,aO(J,ooo, 21,000,000 

8,600,0001 3,600,000 4,800,000 5,1/00,000 -i,100,OllO: 21,000,000 
'------'----,1-- ---------------- ------ ------

1 
6,700,0001 7,81JO,OOOi lO,::!OO,OOO 10,900,000; 6,400,OI/U 4~,OUO,ooO 

800,0001 1,000,000' ly300,OOO l,ifUO,OOOi 81l0,OOO' 0,9UO,000 

=-6.9~,OOO!------6::;i= 8:9~0,OOO = __ 9~:,oooi= 5,600,000:. R6,700,000 

i I 86,6oo,OOO! 26,IOO,OOOi 27,200,000 27,100,oooi 27,700,000, ·148,600,000 
R5,500,oool 25,000,000: 26.:WO,noul 26,200,000 2fi,200.000 189,100,000 

------- --------- ----------_.----------- ----, 
, 

-- 1,100.0001 1,000,000; 900,000' 1,000,0001 ·1,5OU,OOO 
-- 1,300,000 1,.100,000

1 
1,800,000; 3,600,OOOj 8,100~OOO 

-- 8,300.000 2.700,OOU, 18,5(1°1°00 

---------------~--~.------------~------~----~------
a,ooo,oooi 4,500,000i . 



APPENDIX XI. 
Submitted by SIa GEORGE BEHARRELL. 

(Vide Que8tions 1285. 1324, 1359, 1485 a1u1 27!tG ill Millrlfe8 of Evidtm~.) 

TABLE 1. 
CONTROLLED RAIL\VAYS-TOTAL (RAILWAY WORKING) REVENUE EAUNED : OTU AUGUST, 1914-31sT AUGUST, 

1920 (ESTIMATED). 
---------------------------- ---~-----------~~----;-~~~~--

ADJUSTMENT- I 

PERIOD. 

(Col. 1). 

{ 

5 Aug.-31 Dec., 1914 •.. 
. GREAT BRITAIN. Year 1915 ... ... 

II 1916 ... . .. 

{ 

,,1917 ... . .. 
UNITED KINGDOM. ,,19]8 ,., ... 

,,1919 •.. ... 
1 Jan.-31 Aug., 1920 

TOTAL ... 

NOTEB.-l. The results were published aB_follows:-

TOTAL 
(RAtLWAY 
WORKING) 

REVENUE EARNED 
AS PUBLHHlED, 

(Col. 2). 
£ 

47,918,188 
130,31>8,044 
145,871,085 

Estimated Vahle of I 
6Qf}6 Oil Government i 
Pa.ssenger Tratlie_ 

I Jan. 19J7, to 
31 March, 1919-
not allowed for in 
published figor-cs. 

(Col. 3). 
£ 

169,701,755 5,000,000 
183,775,294 6,3UO,OOO 
18U,817,H48 1,7UO,000 

ADJUSTED 'rOTAL 
(Railway Working) 

Revenue Earned. 

.. y-.. .. 
" 
" 
" 
" 

(Col. 4). 
£ 
48,000,000 

130,500,000 
146,000,000 

174,500,000 
190,UUO,000 
182,500,000 
156,500,000 156,355,350 I I 

£ 1,014, 797 ,5~4--1---£-1-3-,O-0-0,-0-UO--- '-.. ---£ 1,028,000,000 

Period 5 Augast, 1914-31 Marcb, 1919-ln Cmd. 402. 
" 1 April, 1919-31 March, 1920-ln Cmd. 815. 
" 1 April, 1920-31 August, 1920-In monthly statements supplied to the Pr .... 

2. The amounts which would have been received for Government Traffic, and which Bre included in the 
"TOTAL REVENUE EARNED" (Cols. 2 and 4) are as follows :-

I Bofo" adjus,;;'e., 
(i ••• , as included in 

Col. 2). 
Adjustment 

(Col. 3). 
I After adjus'men' (i .•. 

lUI included in Col. 4). 

£ £ £ 
5 Aug.-31 Dec., 1914 
Year 1915 ... . •• 

3,500,000 
I 

3,500,000 
lO,t79,104 .ay 10,300,000 

Year 1916 20,649,126 
" 

20,700,000 
Year 1917 36,010,759 5,000,000 

" 
41,000,000 

Year 1918 42,494,424 6,300,000 
" 

48,800,000 
Year 1919 (1 Jan.-31 Mch.) ... 6,602,417 1,700,000 

" 
8,300,000 

Year 1919 (1 ApL-31 Dec.) ... 15,427,U65 
" 

15,400,000 
2,800,000 1 Jan.-31 Mch. 1920 2,837,117 " -----

£137,800,012 £ 13,000,000 " £150,800,000 

After 31 March, 1920, cash payments were made in respect of Government traffic, and the amOUD\ iB included 
in the recelpts of the Companies. 

TABLE 2. 
CON'fROLLED RAlLWAYS-TOTAL (RAILWAY WORKING) EXPENDITURE: 5 ACGus'J', 1914-31 AUGUST, 1920 

(ESTIMATED). 

PmUOD. 

(Col. 1). 

{ 

5 Aug.-31 Dec. 1914 
GREAT BRITAIN Year '" ... 1915 

"... • .. 1916 

{ 

" ... . .. 1917 
UNITED KINGDOM "... • .. 1918 

. ._ 'u ...... 1919. 
1 Jan.-31 Aug. 1920 

I Total (Ra.ilway 
i Workmg) Ex-
: penditnre .AS 

PUBLISHED 
which inctudes 

an ILddition 
of 75% over 

1913 pricea for 
arrears. Aba. 

,AundB. 

Amount. 

(Col. ~). 
£-

31,782,832 
85,028,262 
95,756,706 

ADJt:ST.MENTS in respect of Deferred 
Lin.hilitica not allowed for in published 

figures, 8.8Buming priceR ruling are 2O0<}6 over 
1918 level. 

ADJUSTED 
(Total Railway 

Arrears of Working) 
Maintcnanc-~ Abnormal 

Expendi.ture. 
Aba. A and . Replacement Wear and EXTRA CORt of Stores. Tear. of making 

good. 

, , 
(Col. 3). (Co£1.4). I (Col. 5). (Vol.ti). 

£ £ £ 
2,200,000, 2,000,000 I .. y 36,000,000 
5,100,000 I 6,000,000 I " 96,000,000 
8,BCO,000 6,000,000 'I ' " 110,000,000 

I No estimate I 

11~,503,651 11.500,000: 6,000,000. can be made. " 131.000,000 
137,136,814 l 13,600,000 i " 151,000,000 
171,4(;9,QOl •. lO,BQO,OQQ i __ -l--- " 182,000,000 
150,030,23~ I - i i:---" 150,000,000 

________ T"-"OT-'-A-'-L __ =_--"-'-"-~£~78!,707,~_9~_.c...I:52,000,000 £20,OOO,Ooot=_· __ -:-:c:---,,,._:::£:::8,,,5,,6,:-:000-,,,c.ooot:-, 
t The correct distribution of the amount ill rei'pect of replacement of stores is unascertainable. The aJl~ca~i.on 

shown is arbitrary and it has been assumed for this purpose that the Stores in respect of which there i8 any hablhty 
attaching to the Government were consumed by the end of 1917. 

NOTE.-The result. were published as follows :-Period 5 Aug., 1914--31 March, 1919-ln Cmd. 402. 
" 1 April, 1919-31 March, 1920-In Cmd. 815. 
" I Apri~ 1920--31 A.ug., 1920--Jn Monthly statement, 

Bupp1ied to th. Pr .... 



APPENDIX. 

TABLE 3. 

CONTROLLED RAlJ.WAYS-NET RESULT OF ADJUSTMICNTS SE'!' OU1' IN TABLES (1) AlIID (2). (ESTIMATED). 

RAILWAY WORKING. 

r 
5 Aug.-31 

Balance of "Total Year .. . 
Revenue Earned" " .. . 
(Table I) over II Ex- -< !. 

penditure" (Table l" ... . .. 
2). " .•. . .. 

1 Jan. - 31 Aug. 

Dec., 1914 
1915 
1916 

"1917 , 
1918 ' 
1919 
1!120 

Results based on published 
figp.res. Results as a.djusted. 

£ £ £ £ 
16,1~5,3fiG 12,000,000 
45,3:m,782 34,500,000 
50,114,379 36.000,000 
56.198.104 43.500.000 
46.638.480 39.000.000 

9.348,847 , 500.000 
6.32;.,118 I 6.500.000 

2 

Total i----- 230.090,066 1 i--- 172.000.000 

Q'I'UER BUSINESSES. 

Balance of 
Earned .. 
penditure 
lisbed). 

'r·)TAI •• 

Bs]ance of 
Earned .. 
penditure. 

( 5 Aug.-31 
II Revenue j Year 

Dec .• 19U 146.289 I \46.289 
UHf. i[~OSR 158,379 Loss 158,379 
1916 I'.. 694,316

1' i.. 694.316 
HI17 ,I) 1,517,757 1,517,757 
1~IlK " 2,201,372: :., 2,201,372 

over Ex· " 
(as pub. " 

I ., .. 
lIJau.-31 

Total 

19lil i.. 668.628 'I" 668.628 
Aug., 1 ~120 I" 706,637 " 706,637 

.----Los. 5.800.800 

( 5 Aug. -;11 D.c .• 

I Year 
"Revenue " 
ovel' Ex·~ ,. 

l i:Jan. ~31 A~~" 

1!114 
lUlu 
19l1i 
1 !1l7 
1~18 
1 Ht~' 
t ~)20 

16,281.645 
4.5,171,403 
49.420,063 
54,6RO,~47 
44.437,108 

H,GRO,219 
5,618,4Rl 

12.000.000 
34,500.000 
35.500.000 
42.000.000 
36.500.000 

5.500.000 

Loss 5.800.800 

Total -- 224.289,266 ------- .ay 166.000.000 

GOVERNMENT GUARANTEE. 

Aa published 

r fi Aug. 31 

I Y~r 
• 

I :: 
l I,Tan.-31 

Total 

Dec., 

Aug., 

l!)U 
191[, 
1!.11fi 
HIl7 
1918 
1919 
1~20 

( 5 Aug. - 31 Dec., 191,1 

" 191fi 
NET GOVERNMENT " HIl7 i 

Year 1915 

. LIABIt.J'fY" 1918 
" 1919 

20,135.000 
46.130.000 
41;,319.000 
48.325.000 
48.391.000 
48.483.000 
31,590,000 

3,853,355 
958.597 

3,101,0611-
6,355,347-
3,9fl3,892 

39,802.781 

289,373.000 I 

20,135,000 
46.130.000 
46.319.000 
48.325.000 
48,391.000 
48.483.000 
31.590.000 

8.000.000 1 
11 ,500.000 I 
11.00U.000 

i 6.500.000 

48.500.000 

289.373.000 

l 1 Jan.-31 Aug., 1~20 
Total 

i 25,971,519 1 1---- I 

12.000.000 

65.083.734 , 
_ _ 2_6._000.000 

,0'Y 123.500,000 
! 

NQte •. -l. The results were published as follows :-
Period,5 Aug., HIl4-3.1 Mar., 19HI-In Cmd. 402'; 

.. 1 ApI.. 1919-31 lhr .• 1920-In Cmd. 815. 
11 1 A.pl.. 1920-31 Aug., 1920-1n monthly statements supplied to the Presa. 

2. The h'illh Railways were controlled from 1 Jan., 1917, ana the above figures therefore include:
Railways in Great Britain for period, 5 Aug. 1914-31 Dec., 1916. 

II "United Kingdom " 1 Jan., 1917· 31 Allg., 1920. 

3. No estimate has l,sen made for Abnormal 'Veal' and Tear claims. 

4. Neither the payment to be made for Arrenrs pf Mainten8nce(otbel' than Abstracts A.. and B.) nor the value of 
services rendered to the Government II free of charge" by steambouts, docks, hotels, &c., up to 
3] Murch, 1919, is ucertaiQab!e, but for the purposes of thi~ Rtutement (lnfl has been.assnmed t·o oifset 
the othel'. 



APPENDIX XII. 

Submitted by SIR GEORG E BKH'ARREJ.L. 

(Vide QlteBti01' 1526 il' Minutes of }Jt';dellf'I!-.) 

REPLACEMENT OF STORES. 

- - ----- ~---- --- - ------ -------------"-- ----------

Stock at commencement 
Stock at end of control. ShOl' of control. tage at end of control. 

• 

- I 
Book 

, 

Quantity. Rate. £ Quantity. : 
j 

. 
Ra.ils ... 100 £6 600 80 
Fi.hplate •••• 600 IOd. 25 600 

(aotual 

Sleepel·. ... 100 6,. 30 
1,20U) 
-

~----

£655 

---
Due by Govemment-

Stock at end of control-" Book Value" 
Shortage - u. Replacement Value" 

Less: Stock at commencement Of control 

--

Book . 

Rate. I £ Qnantity 
Replace. 

ment .£ 
Rate. 

£10 800 20 £12 ~U 
1B.8d. 50 -

(.ctual 
100) 

- - 100 

1£"850- £290 
j 

- - 0-

£ £ 
850 
290 •• ~&-

1,140 
65f) 

£4"0 
_.-

Where the stock at the end of control is in excess of opening stock, "he opening quantity only is taken as the 
closing quantity, 88 in the case of Fishplates above, as stock in excess of opening stock is outside the arrangement. 
There is one exception to this-stol'es bought immediately after .Armistice, to prevent unemployment, in accordance 
with suggestion of Government. 

It has also been agreed on va.rious occasions that where stores have been used for Hoveroment Worb a.t 1'eplarRn,,,,,e 
prices this factor is to iJe taken into account in determining the Gove!'nment liabihty. This will undoubtedJy prove 
to be a $ubstn.ntiuJ 8um. 

APPENDIX XIII. 

Submitted by Sm GF.ORCm BEIIARHELT.. 

(Vide Questio1l No. 27£19 in Minutf.H of El'ideltl~e.) 

.LE'I"fER, dated 25th November, 1920, from the Railway Companies' A88ociation to the Ministry of Tra.nsport, 
referring to Liabilities of the Government maturing at the end of control. 

THK H.AILWAY COM.PANIES' ASSOCIA.TION, nnd 5th Apl'il, 1922, but they are taicing steps to 
53, Parliament Street, obtain approximate figures of co~t from the 

London, S. W . Companies. 
25th November, 1920. It is perhaps right that I should rem.ind you that 

Sir, 
I am directed by the Railway Companies' Associa

tion to refer to your letter of the 16th October 
(F. 2194). 

In view of the possible effect upon the cost of wages 
of the Sliding Scale Bonus and the increasing liability 
in respect of Local Taxation and Unemployment 
-Insurance, also the ullcertainty of the effect which 
the last increase in Rates and Fares will ha.ve upon 
the qU'lntum of traffic, you will appreciate the diffi
culty of forecasting" whether the Receipts will meet the 
Working Expenses and the Guaranteed Net Rt>ceipts 
in the F~inancial Year 1921/22. 

The Accountants, however, assure me that they will 
be in a better position to give an estimate in Janu~ry 
next, and we think it will better meet your reqUITe
ments if steps be taken to let you have this when the 
results for December have been ascertained. We are 
arranging accordingly. 

With regard to your enquiry as to what sums the 
Railway Compa.nies anticipate wilJ be required in 
l'espect of accrued Arrears of Maintenance ~ bA ovel'
taken in- the year 1921/22 after due allowance for the 
payments already made on account, the Association 
have no information as to what work in aneat' is 
likely to be oarried out between the 5th April, 1921, 

apart from Arrears of Maintenance carried out 
during 1921/22 there arc other liabilities of tho 
Government which will mature at the end of con
tl'ol, amongst whi(~h arc: ~ 

(1) Any liabillty undH tlH' Ad of 1871 aDd/ol" 
under the Ministry of tl'rnnspnrt Act, 1919. 

(2) The increased ('ost of Arrears of Maintenance 
and Renewal Work (Abstracts" A" and 
" B ") outside the o.bovo t'stimate for 
1921/22. 

(3) The Arrears of Mnit)ti~nan('e and Upncwals in 
J'A,qppct of Abstracts other than I< A " and 
" B"" 

(4) 'fill' illcrcast'd cost of a similar (luantity .of 
Stores to those on hand at 4th August, 1914. 

(5) Abnormal 'Vear and 'ff'ar nut made gnod 
eluring the perind of Control. 

I am, Sir, 
Your ohedient Servant, 

(Sgd.) ARTHUR B. CANfoJ, 
Secretary. 

The Secretary, 
Ministrv ~ of TranRport, 

6, Whitehall Gardens, S.W.1. 



APPENDIX XIV. 

Statement Inlbmitted by SIR ALEXANDIo:R GIBB. 

1. The statement submittEod dea.ls with the Rail
way Agreement Dilly in 00 far as it relates to matters 
affecting engineering. It does not tra.verse all the 
interpretations put upon the .Agreement which 
operate unfairly against- the Government. The few 
£~xample6 given of cases which involve large amounts 
show the necessity for revision and a ca.re~l scrutiny 
of the present interpretations of the Agreement from 
beginning to end. 

The data. and reasons upon whi('h the statements 
nod opinions given hereafter have been founded are 
given at fun length in the Appendices. 

II. Oonclusions. 

The conclusions reaclloo are:-
(1) That the financial arrangement between the 

Government and the railwa.y companies is 
as set forth in Sir Herbert Walker's letter 
to t.ll(, Presid~nt of the Board of Trade 
datoo 6th August, 1914. 

(2) That nil interpretations thereof should be in 
harmony with thiS' basic agreement of 
6th August, 1914. 

(3) That muny of the present interpretations are 
not iu harmony with the true intention 
of the Agrt'ement. 

(4) That as thes!:' interpretations were mnde to 
meet thfl circumstances which existed at the 
tim .. they were arrived at, they can only 
hf" T't~garded as a II war expedient" and 
ought now to be modified to meet the 
('hanged circumstances. 

(5) The general convictian reached after working 
upon the inwl'Jwotations to the Railway 
Agroomollt made from time to time, 
especially the later ones, is that they 
incline toward" a "betterment of 
hllJ'gain" in fa.vour of the railway com
panies. 

(6) That the total expeonriitUl'''' on maintenance 
aud renewnl of all tho f'ontrolled railways 
should ho limitt'<l to thl.' 1913 qUUoutum. 

(7) That the onus of ]1l'Oof fOI' uny extra payment 
for slwh claims as abnormal W('O.l· aud tear 
du£'! to GoYel'nment control should rest on 
the railway companies. 

III. Agreement. 

(Cf. pp. 3 /0 8 of Appendix XLV •. ) 

Whether the Agreement of 6th August, 1914, was 
on the whole fair snd re&$onoble alike to both parties, 
or not, it had the followi~ advantages to the rail
way companies from an engineering point of view:-

(1) The basis year 1913 WllB 8 specially advan
tageous one. According to the Board of 
1'I'ade Blue Book the net receipts for the 
year 1913 exceeded the avera.ge of ·the nine 
previous years by £7,000,000, which after 
making alIowance for interost on additional 
capital may be reduced to £6.000,000. 
Taking the seven yean' control, this givus 
an advantage to the railway companies of 
approximately £40.000,000, or nearl, 
11 per cent. on the ncot receipts. It almost 
invariahly happens that in a good year 
more mrmey than Ufmal is spent on re
pairs, renewals, &c., and it is mOl'e than 
probable that this was the case in 1913. 

(2) The railway companies are entitled to their 
1913 quantum for maintenance of way, 
works and rolling stock. As many repairs 
and renewals similar to those carried out in 
1913 (e.g., painting of stations, bridges, 
&c.), could not be done during t.he war 
and will not now have to be undertaken to 
the same 6Xtlmt, the 1913 quantum of 
ma.intenance for each year of control is 
an a.dvantageous one. 

IV. Defects and Possible Remedies. 

(C/. pp. 8 to 14 0/ Appendix XIVa.) 

The following are exa.mples of intel'pretations un
fairly acting against the Government with certain 
suggested remedies:-

1.--(.\) (C/. puye 8 of "lppcndi..r XIVa.) Ther.~ 
is no limitation to the 1913 quantum of th~ 
expelldi ture on ropairs and maintenance of 
way, works, plant and equipment, or on 
partial renewaJs of these. rJ'his weans 
that the railways Can spermi what they liko 
on aU these works and the Government 
ha.ve to pay for it in the net receipts 
guaranteed. 

(B) (OJ. puge 8 0/ Appendix Xll'u.) The limita
tion of renowals of permanent way and roil
ing stock to the 1913 quantum can be easily 
Cil·curuventcd. This ca-n be done by exe
C1l't.ing complete mnewals piece-meal a.nd 
classifying the work ns partial renewals. 
The GOl."el'nnwJlt lVould, in this case, have 
to pay unlimited Cotits us shown in (A). 

The suggested remedy fol' the above two cases is to 
limit the whole l.'xpl'nditure un way, \\'ol'ks, plant 
and equipment to the 1913 quantum, as was un
doubtedly intended by the Agreement of the 6th 
August, 1914, and to fix a definite time in whiL·h to 
overtake arrears. 

(C) (0/. page 8 of A_1J!)clldi.r. .\'n·f~.) Not OD]Y 
have the Unilway COlIll)allies been aHowed 
the increased CU.!lt of now lolling stock over 
1913 prices, but they interpret tho instrllc
tions as giving them a percentago (sa.y 
5 per cent.) of the incrensed cost of such 
rolling stock O,'el' their 1913 total cost on 
the plea that rClplaceruont at the enhanced 
prices of rolling stnck has to be provided 
a.lthough it is the Go,-cl'nment who have 
paid for this addition. 

The suggested remedy is to adhf'm to the ohvious 
intention of Clnnsf'l 4 as IUHcnoNI of the Memorandum 
of 11lstructiolls (Dlue Hook) null dit-mllnw tho item. 

A rough appl'OXilDntioll of till' l,,<;timated extra. cost 
to the Government if thes" throe snggested alterations 
are not made is £15,000,000. (This is for the same. 
saving as the £15,000,000 in par. 2.) 

2. (Cf. page 9 of Appendix XIVa.) The original 
Agreement provided that the whole of the 
Railways were to be regarded as a 
collective entity. This principle has not 
been adhered to in regard to Arrears of 
Maintenance of Way and Works (Abstract 
II A ") and Rolling Stock (Abstl'act " B "), 
where not only is each Company dealt with 
individually, but each Abstract is COll

sidered separately 
The result is that the Government pays 

for all excess work ovel' the 1913 quantum 
on each Abstract which may be in excess, 
and has also to make up the arrears on 
each Abstract whidl may be in arrear at 
prices to be M('Pl'taiufld at the end of 
(!ontrol, a payment on account being made 
iu the meantime. 

A very rough (!IoJItiml.lte of the 1t.lIlount involved in 
this item is £15,000,000 (same item as para. 1). 

1'he suggested remedy is to eancel the interpreta. 
tion and limit the total payment by the Government 
for Maintenanre and Renewal of Way, Works and 
Equipment to the 1913 quantum of all the Companies. 
If this course is taken then a]thou~h the present 
arrangements for payment in (A), (8) and (C) of 
the preceding dause were allowed to continue, the 
Government could still SiLve what might amount to 
£15,000,000 because the amounts in excess in tIle 
case of some companies would be charged against the 
arrears of other companies. 
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3. (0/. page 9 0/ Appendix XIVa.) 
(a) (0/. page 11 0/ Appendix XIVa.) The 

percentage arrived at in the manner 
prescribed in the Arrears of Main. 
tenance formula to reduce the cost of 
work carried out in the control period 
to its 1913 equivalent, does not give 
a correct result, because it leaves out the 
important element of credits for re-covered 
materials, i.e., scrap, etc., and is applied to 
figures representing items of a "lliifere-nt 
nature and composition. This moons that 
the amount of deferred work under 
Abstracts " A " and " B" in any year, 
calculated by the formula will be greater 
than it should be, and as the 1913 amount 
will have to be multiplied by a co-efficient 
of probably between 3 and 4 to bring it up 
to pl'ices cUl'rent when the work is 
executetl, the loss to the Governll1l'lIt mav 
he very considerable. ' 

(II) (0/. pnge 12 0/ Appendix XIVa.) Impor
tant items, such as Engine Power, ew., 
charged in Abstra(.1;s H AU and original cost 
of property displaced debited to Revenue, 
which are included in the Accounts for the 
Contl'oJ period at prC-1ll(U' costs 1ll'(lI subject 
to a deduction in respect of in('rf'asnd cost 
befol'o comparison with thH 1913 standanl. 

(c) (Of. l)/1,YC 13 of Apl'r."di,c .lIra .. ) 'fhe pro
vision that 80 per ('ellt, of ('nch of the three 
~I''oups into which tho Matorials usoo on 
Abstract" A " work al'e dividod in the 
Arrears of Maintenance Instructions has 
not been adhered to by all th(1 Railway 
Companies. 

(d) (0/. pal1e 13 0/ Appendix XIVa.) The 80 
per cent. (in value) of materials issued and 
used is not a fair loading if companies can 
choose their materials and limit themselves 
to 80 pel' cent. 

The suggested remedy for the above four items is to 
work out a correct coefficient by taking: 0.11 factors 
which are at present omitted into oo'lSideration. 

A rough approximation of the oxtra cost to th(' 
Government if theso alterations are not made is 
£14,000,000. 

4. (0/. page 14 0/ Append;;'; XIVa.) There i. no 
incentive to economy on the part of the 
Railw:ty Companies, because their 1913 Net 
Recei pta being guaranteed, any expend
iture "above the line" falls on the 
Government; the latter has at the moment 
no efficient check on such expenditure. The 
importance of this will be realised when it 
is stated that on an a.ppl'oximatA rough 
eetimate of the total expenditur~ of the 
Railway Companies for the Seven years of 
control, viz,: £1;200,000,000, even 5 per 
cent. gives £60,000,000, . 

5. (Vj. page 14 oj Appendi.c X/Va.) A. the 
Ministry of Transport has, with the 
advice of tl!e Rates Advisory Com
mittee increa..qed both mtes and fares 
with a view to meet the increased 
expenditure due to the economic conditions 
now prevailing, i,nchu-ling the incretL81'd 
cost of Stores, the RaiJway Companies do 
not appear to be ontitled to receive from 
the Governmont l~ payment which will 
put them in the position of having at the 
end of the control period the sa.me quan
tity of Stores on hand as they ha.d at 4th 
August, 1914, at pre-war prices especially 
as that will give them the ltdditionllJ ~ 
advantage of being able to realise the 
high market prices from the serviceable 
and scrap mat"9rials to be recovered from 
their Way and Works when the low~priced 
materials are used on Maintena.nce and 
Renewal. 

The suggested remedy is that a new arrangement 
should be made. The stores arrangement was entered 
into in 1916 to meet the circumstances then ruling; 
as these circumstances have completely ('hanged and 
the railway companies have a qltid pm quo, the 
Government may fairly claim that they (the railway 
companies) should not be paid for the increase in the 
stores twice over. 

In any event the railway companies are not entitled 
to the enhanced value of the rrediis from recovered 
materials corresponding to the quantity of stores on 
hand at pre-war prices. 

If the arrangement is revised lUI !Hlggested 8Jbove, 
the !!IRving to the Government iF! eRtimated at 
£20,000,000. The enhanced value of the recovered 
materials over pre-war prires iR estimated at 
£5,000,000. 

V . • Justific(Jfion /01" l'evi,,,in(1 thr. i11tf1'lll"eftltinn oj 
the A!lT~em.tlnt, 

There appeal'S to be ample justification for rc· 
opening Bnd revising the interpl't'taLioll'l of tIle Agn'{'
ment in all the cases mentioned in pal'a. IV. J)ealing 
with these in turn:-

l'nmgrapll IV. (1) (a) "",I (b). 
A t the time tll('se intorpretations were made 

thOl'O promised to he such It shorta.ge of man 
power in the country thnt it would havo beon 
virtual1y impossihl •. I'm' tho J'Uihvay (,olllpa.!Iil~'l to 
(~x{'oed tho 1913 quantum to any apPl'odnblo ~X~ 
tout; in fact, if the wholo of the milway~ hall 
been dealt with as fln (mtit.y it would have been 
absolutely impos''lihlc, At the present time, how· 
ever, when the number of unemployed is increaaing 
daily, there is overy oppol'tunity and encourage-
ment for railway companies to spend m()n~y 
on improvementB of their way, works, plant and 
equipment, mol'C especially if the Government al'e 
paying for it, 

The whole spirit and intention throughout the 
interpretation shows that the predominant con~ 
sideration was to safeguard tbe railway com
panies in the event of their not boing able to 
ovel'take tl;,eil' maintenance work. There was at 
the time no possibility of railway companies being 
able to get into excess and further it must be 
remE'lmiered that the railways were in possession 
of the Goverument on a weekly warrant and no 
one contemplated that control would continue 
after the war, as at that time Mr. Runciman's 
letter of 5th September 1916, had not been 
writtAn. 

Pamgraph IV. (I) (.). 
As regal'ds the practice of railway companies 

to charge the Government a percentage of t,he 
inorease in the cost of rolling stock as a depreCia
tion item while a.t the saIne time they are being 
paid for the whole of tllC increase in Abstracts A 
and B· at the time this was introduced there 
could have been DO thought in the minds of the 
parties that this matter would be so t~eated or 
tha.t prices would soar to their present high le~el ; 
further what in the early part of the war might 
have b~en a negligible factor, owiflg to the a.bnol'· 
mal and unprecedent('d I'iso in pl·jC('8' and tJw fuc,t 
that rolling stock Can now be built to un extent 
faJ' Ax('ecrling that in war-time, haa now become 
an important item. Moreover, it cannot be seau 
tha.t the present interpretation of the Agreement 
oould evor have been. regarded as fair or Q8 

\.~rrying out the spirit of the Agreement. 

Paragraph IV. (2). 
With reg~rd to the railways being dealt with 

individually instead of collectively, the same re
mark. apply .. in paragraph IV. (1) (~) and (b). 
At the time this inw;rpretation W08 given there 
was a great ;scarcity of men, now there is a &Ul·· 

plus. 
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Paragraph IV. (3). 
The method of arriving at the co-efficient by 

which each controlled year's cost of work charged 
to Abstracts A and B was to be multiplied in order 
to reduce the cost to 1913 values, i.e., taking 80 
per cent. of materials only and not taking into 
account other elements, Buch as scrap, engino 
power, ete., which are intimately involved, was 
probably agreed to because it was considered to 
be A quick, if rough-and~rcady method of obtain
ing the rosults required. If any more complex 
method had been employed it would have either 
thrown extra work on an already depleted staff, 
or extra clerks would have been required, which 
would have reduced the number of staff available 
for the fighting lines, and for national service. 

As there is no shortage of staff at the present day 
there seems to be no reason why this temporary 
method, which has proved to be inaccurate, should 
not be replaced by an accurate method whiC'.h 
carries out the true intent of the Agreement. 

ParagrAph IV. (4). 
Whereas during the wa.l' it would have been very 

difficult for n. railwa.y company to be extravagant 
on accoWlt of the shortage of men and materials, 
circumstances are now entirely altered. It should 
be remembered that a form of Agreement which 
was more or less innocuous during the wa.r, may in 
the present normal times become very dangeroua 
o.nd this factor should be borne in mind in dealing 
with the whole situation. 

APPENDIX XIVa. 

Appendice. to Statement lUbmitted by 
Sir ALEXANDER GIBD. 

NOTE.-The flunl.bers and letter. at the head 0/ 
each section "e/er to the corre.ponding numlieTl and 
ldten in Appefldix XIV. 

accepted by the Government was not only just but 
genel'OUS, and that any difficulties in detail in giving 
effect to the Agreement would be subsequently dealt 
with by a Sub~Committee of Accountants. On 13th 
August, 1914 (Circular Letter No. 19), the Railway 
Executive Committee advised the controlled railway 

- .. companies that practically all the companies' had 
AGB.BRHBNT. 

(c.f. Section, I-Ill 0' Appendix XIV.) 

The principal railways in Great Britain were taken 
over by the Government as from midnight 4th-6th 
August, 1914, under the Regulations of the Forces 
Act, 1871, and placed under the instructions of 8 

Railway Executive Committee. It WB8 speedily felt 
both by the Railway Executive Committee and the 
Government that from all points of view the question 
of the compensation due to the railway companies 
under Section 16 of that Act should be settled 
immediately. The U Net Receipts" agreement Was 
accordingly drafted on broad linea on the 6th August, 
1914, as follows:-

F.175. 

Dear Sir, 

Railway Executive Committee, 
35, Parliament Street, 

Westminster, S. W. 
6th August, 1914. 

The Executive Committee has received from Mr. 
Marwood nn intimation tha.t the. Government arc 
p.repftred to agree that the question of the co-mpensa~ 
tlOn to the Railway Companies, arising under the 
Act of 1871, should be adju~ted on the fonowing 
buis ;-

To ascertain the com pensa.tion payable the 
aggregate net receipts of all the Railways taken 
over during the period for which they are taken 
over shall be compared with a similar aggl'egate 
fol' the corresponding period of the previous year. 
The ascertained deficiency shall be the amount 
of compensation due. Provided that if the 
aggregate net receipts for the first half of the 
:<(>81' 1914 are Jess than the aggregate net receipts 
for the first half of the year 1913 the ascertained 
deficiency ~b811 be reduced in the'like proportion. 
Any q~eatJOn as to the amount of the deficiency 
'thaH, I? default of agreement, be determined by 
the Rallway and Canal Commission. 

I hnve to inform you that the Executive Committee 
have resoi'y-ed to recommend t<? the Companies, whose 
Boards WIll be summoned at the earliest possible 
moment, the acceptance of this proposal. 

'the Presiden t, 

Yours faithfully, 
(Signed) H. A. WALKER, 

Acting Chairman of the. Railway 
Executive Committee. 

Board of Trade. 

~wo days later, the Railway Executive Committee 
(Circular Lotter No. 10 of 8th August, 1914) recom
~nende~ all the controll~ railway cO!Dpanies to accept 
It 'tatmg they were satisfied the baSIS of compensation 

32016 

accepted the Agreement and gave the broad idea. 
underlying it. Sir Herbert Walker's letter of 9th 
August, 1914, and the Railway Executive Committee's 
Circular Letter (No. 19) of 13th August. 1914, al!l 
under, show the int.erpretat.ion of the Agreement in 
the mindo;. of the Railway Executive Committee at the 
time the Agreement was completed:-

DeAr Sil', 

Railway Executive Committee, 
35, Parliament Street. 

Westminster, S. W. 
9th Augu8t, 1914. 

We undel'stand from the statements you made to 
us to-day that there is some apprehension on the part 
of the Advisl'l's of the Government. that advantage 
mny be taken by some companies of the· settlement 
provisionally come to with the Government as to the 
basis of compensation under Section 16 of the Regula~ 
tion of Forces Act) 1871, to spend abnormal sum! 
out of revenue on the maintenance· Bnd renewal of 
their lines and stock. 

I haVE' .. 0 say that while the Executive Committee 
cannot believe thnt· any Company would be capable 
of acting in such rt manner, they have from the first 
regardeci it as an obligation of honour to protect 
the GO\'4~rnment against the possibility of sucb an 
event, and they had before your visit already taken 
steps to safeguard the position of the Government 
in this respect. 

Yours faithfully I 
(Signed) H. A. W AL""1\, 

Acting Chairman, Executive Committee. 
Th~ President, . 

Doard of Trade. 

lndruction No. 19. 
Railway Executive Committee, 

35, Parliament Street, 
Westminster, S.W. 
13th August, 1914. 

Dear Sir, . 
Th~ Executive Committee are pleased to be able to 

announce that practically all the compa.nies whose 
railways have been taken over by the Government 
hAve agreed to the proposal outlined in my letter of 
the 8th instant, under which the· Government 
guara.ntee the net receipts of the railways collectively. 

It iR hardly necessary to point out that the arrange. 
ment is one which, in spite of its great convenience 
both to themselves and the companies, the Govern~ 
meot could not have agreed to, had they not bee," 
allured 01 the ab,olute good faith 0/ the Oompwniu, 
and· had they not felt certa.in that they could rely 
on all officers of the companies concerned acting 
!oyally up to the spirit of the Bnangement. 

Broadly speaking, the idea underlying the arrange
ment is that the financial results to each company 
for the period of Government control shall be the 

B 
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same as if the railways had remained under the 
control of the companies and the receipts and ex
penses of each railway had been the same as they 
were in the corresponding period of the previous year, 
Slubject to a deduction proportionate to any falling 
off in Det receipts disclosed by the accounts of the 
companies as a whole for the first half-year of 1914. 
The result is that, during the period of Government 
control the advantage 01 all economieJ win enure to 
the benefit 01 the Government, and, correspondingly t 
the whole burden of expenditure will fall on them. 

This state of things obviously imposes an honour
able obligation upon the companies to see that all 
proper economies aTe maile, and that flO ablloTmal or 
unnecessary expenditure is incurred. 

The new position thus created will give rise to 
many questions of cJ,etail, and the executive com~ 
mittee have asked a Committee of Accountants to 
consider these and to make recommendations on the 
subject for the guidance of the companies concerned, 
but they think it may be helpful if they indicate 
now one or two points of general application. 

It may be that on the lines of some companies 
traffic will fall off considerably and there will not be 
work for all the companies' employees. In such cases 
it would obviously be unfair to keep on unnecessary 
men at the expense of the Governme-nt. On the other 
hand) the Government may be anxious, from a 
hationnl point of. view, to avoid adding to the nn~ 
employment in the country; and, the line of :lC'tion 
to be taken therefore, iii clearly one for the Govern
ment to lay down, and the Executive Committee are 
ill communication with them on the subject. 

In the meantime, the Executive Committee will be 
glad if you will communicate with them if you feel 
in doubt as to the course to be taken with regard to 
any considerable body of men for whom you have no 
work or not full work. The allowances to the families 
of men caned out for active servicce involved a similar 
question upon which you have already been advised. 

Again, it may be found that certain trains have 
become unnecessary or have ceased to be remunersM 
tive. In these cases the Government will naturally 
oxpect each Company to reduce its train service from 
time to time so far as it can reasonably do 80. 

Then again, (luestions may arise as to the amount 
to be expended on the maintenance and renewal of 
way and works, or rolling stock. Under these heads 
it will not be open to a Company to include in its 
working expenses any greater sum than is requiTed 
to maintain its 'Works and plant in an efficient con
dition, including due allowance lor renewau, and if 
the expenditure 0/ any Company upon any item 0/ 
maintenance exceeds th e corresponding figure in the 
previou8 'Year, tlie Government will flO doubt, in the 
absence 0/ special justifica.tion, expect it to be shown 
that the additional expenditure was rendfwed 
neceuary by their requirements,.or by the exceptional 
character or quantity 01 the traffie caN'ied during the 
period 01 Government control. This point has been 
definitely raised by the Treasury, and the Executive 
Com·mittee have had no heaitation in giving an 
assurance, on beJlall 01 all the Companies taken over, 
that no urI,la.i1· advantage will IJe takf':n 01 the present 
.ituation in connection with the 1'e-newal 0/ wfYI"ks 
or plant. 

All these and similar questions will be considered 
in detail by the Accountants, but it is thought well 
by the Executive Committee to indicate at the out
set the general features of the new situation, and to 
let the Companies know what tbe Government are 
looking to them to do. 

Your. faithfully, 
(Signed) H. A. W ALKBR, 

Acting Cha.irman, Executive Committee. 
The General Manager, 

Railway. 
(The letter of the 8th inst. referred to above was 

addressed to your Secretary.) 
The basis year, 1913, was a specially advantageouB 

one for the RaHway Companies. On page xvii. of 
the Blue Book of Railway Returns for 1913, issued 
by the Board of Trade in 1915 (Cd.8038), it i. 
sta.ted :-

If It is clear, however. from the statistics avail. 
II able, that in 1913 the railway companies en-

" joyed a considerable measure of prosperity. 
II From the shareholders' point of view one of the 
I' best indices of the net result of railway work. 
" ing in 8 particular year is that afforded by the 
"statistics showing the average rate per cent. 
H per annum of the dividend paid by the com ... 
I' panies collectively on their ordinary capital
" During the nine yeara ending 1912 the averagg 
II rate paid on the total ordinary capitaJ. (exdu
" sive. of nominal additions), whether ra.nking 
.. for di"idend or not, was 4.08 per cent., th. 
" highest annual average being 4.45 in 1911, and 
" the lowest 3.67 in 1908. The average for the 
" year 1913 was 4.60. The basis of the rate W8a 
It slightly altered as between 1912 and 1913, but 
"the alteration does not appreciably affect the 
" comparison." 

The Net Income of the Railways in the United 
Kingdom for the year 1913 is shown on page xii. of 
the same book as £52,131,000, and the average net 
Receipts for the ten previous years (see page Uxiv.) 
works out at £44,973,000, or a difference of roughly 
£7,000,000, which after making allowance for interest 
on additional capital during the period may be 
reduced to £6,000,000. Taking the seven years of 
Control, this gives an advantage to the Railway 
Companies of approximately £40,000,000, or nearly 
11 per cent. per annum of the net Income for-1913. 

According to Board of Trade Statistical Return. 
from 1903 to 1917, issued in 1919 (Cd.491), the total 
imports for 1913 amounted to £768J 734,739, against 
£623,306,890, the average of the previous ten years, 
being an increase of £145,427,849, or 23 per cent., 
while the total exports for 1913 amounted to 
£634,820,326, against £473,387,857, the average of 
the previous ten years, being an increase of 
£161,432,469, or 34 per cent. 
It almost i'nvariably happens that in a good year 

more money than usual is spent on repairs, renewals, 
etc., and it is more than probable tbat this was the 
case in 1913. 

The railway companies are entitled to their 1913 
quantum for maintenance of way, works and rolling 
stock. As many repairs and renewals similar to thoBe 
carried out in 1913 (e.g., painting of stations, 
bridges, etc.) could not bl\ done during the war and 
will not now have to be undertaken to the same 
extent, the 1913 quantum of maintenance for each 
year of control is an advantageous one. 

INTBRPRBTATIONS 0)' TBB AGRBBMBNT PROll AN 

ENGINBBRING POINT OP VlBW. 

(1) Memorandum 0/ In.truction. (Blu. Book). 
Between August, 1914, and January, 1915, the 

detailed arrangements to give effect to the Agree
ment were worked out by the Sub-Committee of 
Accountants appointed by the Railway Executive 
Committee and the Board of Trade. These are em· 
bodied i'n a Blue Book entitled: 

"Memorandum of Instructions to Railway 
" Companies for the preparation of the Accounts 
"to be presented by each Controlled Company 
II to arrive at the amount of Compensation pa.y
" able by His Majesty's Government." 

This Book was issued with the authority of the 
Treasury to the controlled railway companies in 
March, 1915. Apart from the recita.l of the Agree-
ment and the definition of the term II net receipts" 
in Clauses 1 and 2, the only clauses in the "Blue" 
Book which are of importance from an engineering 
point of view are the following:-

Clau,£ 4. 
H The expendi'ture chargeable for the control 

" period must be ascertained 8S far as it is pos
" sible to do so, with the proviso tha.t the amount 
" charoed for. the renewal 01 permanent WQIjJ wnd 
"rollifl(J stock i., not to exceed the amount in
"eluded in the corresponding period 01 191$, 
'I except under special ci'rcumstances, such e:s 
" additions to the length of line opened, addl .. 
" tiona to Tolling stock in service, or an increase 
" in the cost of renewal work carried out during 
"the period resulting from iDcfeased prroe of 
H labour and materials. JJ 
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Clause 4 (c).-PrQ'l,iBiun3 lor E3timated Expendi
ture. Liabilities. 

£! In determining the amount of revenue ex
,~ penditure for the control period, each company 
U must follow strictly the method which regulated 
I~ the preparation of the accounts in 1913, and 
,j provisions to be made should be proportionate 
"to the sums necessary for the half-year ended 
OJ 31st December, 1913. Particularly should this 
II principle be observed in setting up reserves for 
II depreciation or l)fovisions for maintenance of 
II locomotives, carriages and wagons, permanent 
(I way, bridges, stations, etc." • 

It 800n became apparent to the Railway Executive 
Committee that Clause 4 was operating unfairly as 
between H Programme IJ and "Non-programme" 
companies, because under Clause 4 (c) companies 
",-hich had a programme of renewals in 1913 could 
charge in their accounts their corresponding pro~ 
gramme of renewals in the control period up to the 
1913 standard whether the work was carried out or 
not, ~hile Non-programme Companies could only 
charge tho cost of Renewals actually performed, not;.. 
withstanding the fact that owing to the ehortage of 
labour and ma.terials due to the war, they found it 
impossible to accomplish their 1913 renewal standard. 
The Railway Executive Committee therefore 
approached the Government Auditors. and on 28th 
September, 1916, the following agreed interpretation 
of Clause 4 in the Blue Book was Issued to the con~ 
trolled Railway Companies, with effect from 1st 
January, 1915. 

"MEMORANDUM OF INSTRUCTIONS TO RAD.WAY 
I' COMPANIBS POR THB PRBPARATION OP THB 

H AccOtrNTS TO DB PRBSENTED BY BAClB CoN
,I TROLLED COMPANY TO ARRIVE AT THE AMOUNT 

" OF COMPENSATION PAYABLE BY HIs Ml.msTY'a 
" GOVERNMENT. 

•• Scheduled to Railway Executive Committoo 
"Instruction No. 214. 

.. Agreed interpretation of Article 4 so far as 
'I it relates to the amount chargeable fol' the con~ 
CI trol period in respect of the renewal of 
II permanent way and rolling stock-

II All companies are entitled to include in their 
,I Abstracts of Expenditure, A and B, in respect 
•• of the renewal of perma.nent way and rolling 
LC stock respectively, an amou"t equal to, but not 
U exceeding, th e amount '0 charged in the Co:rre~ 
u ,ponding period 01 1913, toaether with ,uch 
CI additional S1t1M Q..'I 

(1) may be necessary to make provision for 
the renewal of 

(a) additional mileage o~ line, or 
(b) additional units or increa,ed first cod 

01 rolling stock in. ,ervice; 
(2) may be attributable to increased rates of 

payor prices of materials paid in respect 
of renewals carried out during the period 
and chargeable against the Government. 

II It is- recommended that the agreed interpre-
II tation should take effect as from 1st January, 
u 1915, a.nd that any necessary adjustment of 
U the claims for the year 1915 should be made 
I( the subject of a supplementary claim." 

This interpl·etation put Programme and Non'
programme Companies on practica.lly the same level 
so far as renewals of permanent way and rolJing 
stock were concerned. As from the year 1916 tha 
railway companies charged the Government with tha 
increased cost over 1913 prices of renewals carried 
out in ~xcess of the 1913 standard of renewa.ls. 'l'he 
railway companies also discovered that the Blue 
Bo~k made no provision for the depreciation and 
mamtena.nce of additional works and plant other 
than permanent way and rolling stock brought into 
use during Qnd subsequent to 1913. On 9th 
September, 1920, the Ministry of Transport and th'3 
'l!es8ury approved of percentage rate for deprecia~ 
han and matnte.na,nce.ol these additional works, etc., 
and these rates were Issued. to the railway companiM 
on 13th September, 1920, with effect from 5th August 
1914. ' 

32046 

(2) ABnEARS OF MAlNTEN~CE AND R:&NSWAL OF PLANt' 
AND EQUIPMENT. 

(a) Wwy Wo,·k. and Station. (A.bstract A.) and .Ho!~ 
inu Stock (A.bstract B). 

(Yellow, Heliotrope, Green, and Brown Books.) 
The Net Receipts A~reement had only been two 

months in operation when the Railway Executive 
Committee on 27th October, 1914, intimated to the 
Board of Trade that as the result of their Locomotive 
Carriage and 'Vagon Shops being placed at the'" di8~ 
posai of the Government for the manufacture of 
articles urgently required by the War Office or Ad
miralty, the Railway Companies' usual repair and 
renewal work was necessarily postponed and that 
sooner or later the Companies might have to include 
in their claim against the Government a sum to cover 
the cost of the work which was so deferred and which 
would have to be overtaken. Early in 1916, it was 
agreed between the Government and the Railway 
Companies that payment shQuld be made monthly in 
re8pect 01 the ultimate cost 0/ cll1'1"Ying out the arrears 
01 TepaiT' and renewals arising during the Go"e-rn-
1nent Oontrol period, so far &8 Abstracts A and B were 
concerned. The Government further agreed that for 
the Control period from 6th August to 31st December, 
1914, and for the year 1916, an addition of 121 per 
cent. might be made to the arrears to cover increased 
outlay which might have to be incurred when the 
arrears of work were ultimately carried. out. Separate 
claims for arrears had to be made in respect of 
Abstracts A and B. The basis of the Claim for 
Arrears was the amount by which the expenditure 
in the Government Control period fell short of the 
total of the Abstract for the corresponding period 
of 1913. after making allowance for 

(1) the difference between rates of wages and 
between prices of materials in the two 
periods; 

(2) any increased cost due to additional length 
of line opened or additions to rolling stock 
in service; 

(3) any additional expenditure incurred during 
the period of Government Control as the 
result of abnormal wear and tear during 
such period. 

The relative instructions for the period from 
5th August, 1914, and for the year 1915, were printed 
in a U Yellow·J) Book and issued by the Railway 
Executive Committee to the controlled Railway Com
panies with Circular Letter No. 483, dated 
25th January, 1916. These instructions are very com¥ 
plicated and are also highly technical, involving an 
expert knowledge of engineering 88 well as thorough 
grasp. of (j costing." The Ie Yellow" Boob: is printed 
in exten.;.'JQ on pages 59~63 of the Volume of I< Principal 
Letters and Documents relating to the General Rail
way Agreements(Great Britain)."* On 3rd April,1916, 
the Railway Executive Committee issued with their 
Circular Lstter No. 536 a U Heliotrope" Book (see 
pages 64-71 of the volume above referred to), * giving 
an example of the application -of the instructions 
contained in the U Yellow)l Book, together with fur
ther detailed particulars of the method to be adopted 
by each Company for arriving at the allowance for 
increased rates of wages and prices of materials. 
It was understood by both parties to the agreement 

thBlt the payments made by the Government in 
respect of arrears of work on Abstracts A and B for 
the Control period oj 1914 and lor the year 1915, 
including the 121- per cent. addition in respect of 
increased costs weTe in l1.Lll settlement 01 the claims 
lor these two periods. It was subsequently found by 
the Railway Executive Committee owi;ng to the pro
longation of the period of control and the uncertainty 
as to its duration, tha.t this settlement in full was 
unbusinesslike and very uncerta.in in its operation 
because it was obvious1y impossible to fix a figure 
fBir alike to the Railway Companies nnd t'he Govern. 
ment in respect of the increased cost of repairs at 
the date they would ultimately be carried out. It 
was therefore suggested tha,t the payments made lor 
the period up to 3ht December, 1915, should be 
treated as a payment on account only. The Trea8Ury, 
on 26th June, 1917, agreed to re-open the question aI 

.. Appendix I. 
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6 DEPARTMENTAL COMMITTEE ON RAILWAY AGREEMENTS. 

from th£ commtmcement 01 the control and to regard. 
aU pa-lIment6 hitherto made, including those in 
respect of 1914 and 1915, m pa1}mentl on account. 

In the "Green" Book, issued with the Railway 
Executive Committee's Circular Letter No. 1400, the 
following interpretations were issued:-

(1) that the addition to be made to the arrears 
on account of the increa.sed outlay which 
ma.y have to be incurred when the arrears 
of work are ultima.tely carried out should 
be at the rate of 15 per cent. over th(~ 
whole control period j 

(2) that no Company would be entitled to retain 
or receive any amount in respect of Arrears 
of Maintenance unless there wefe arrears 
of work for the whole period of control. 
Those Companies which were in excess a.t 
the end of one year and in arrear at the 
end of the next, have to deduct the amount 
in excess from the amount in arrear. Simi. 
larly, those Conpanies which were in arrear 
at the end of one year and in excess at th(' 
end of the next, have to refund the amount 
of such excess, with the proviso that the 
amount so refunded does not exceed the 
amount received by the Company in respect 
of the arrears to the end of the previous 
year. Abstracts A and B are each dealt 
with separately for the purpose of these 
adjustments. 

The "Greea" Book embodying these amendments 
also contained the following modifications of the 
instructions in the "Yellow" Book in their applica
tion to the anears claim for the year 1916 :-

Clause 2 (" Green" Book). 
New JAnes Opened and Additions tv Bolling 

Stock in Ser'vice. 
The instruction in the II Yellow" Book in 

regard to H PI'ogramme II and "Non-pro
gramme" Companies (Clause 4) (e) was amended 
to put both classes of companies on the same 
footing in sccol'dance with the agreed in tel'preta
liion of Olause 4 of the It Blue I' Book (see page 
5 above), 

Clause 3 (" Green II Book). 
Reduction in Numbers 01 liulling Htock in 

SeT1.~ice, 

If the numbers of rolling stock in service at 
31st December of a control year were less than 
the numbers in service a.t 31st December, 1913, 
an adjustment to be made in the expenditure to 
give effect to this disparity in numbers unress it 
can be shown that the capacity 01' first cost of 
the rolling stock in sen' ice a.t the end of th., 
control year is not less than the capacity or first. 
cost of the vehicles existing at the end of 1913. 
Engines, carriages and wagons to be dealt witll 
separately for the pUI'pOSes of this adjustment. 

Glawe 4 (0< Gl'een" Book). 
Rolling Stock Bu,ilt or Repaired otherwise than 

in the C07llpnn;es' Workshops. 
As the additional cost of renewing and repaiJ'

ing rolling stock by contractors, instead of in the 
companies' workshops as was the p~war 
pI'actice, would Dot be represented by the 
percentage fOl increased cost of work done 
arrived at In accordance wiih the instructions, 
such additional cost was to form the subject of a 
separate adjustment. 

In the" Yellow" Book this concession was limited 
to rolling stock built by contractors, but in practiM 
it is understood that the extra cost of repairing 
rolling stock by contractors in 1915 was also aUowed. 

Clause 5 (" r;,'een " Rook). 

Additional Renewal "" Depr~ciated Prot'isiom 
oth"er than in reslJect 01 New Lines an(l/uf 

Roilinu Stork. 
This instruction appeared in the 'I Green" 

Book in 1918, although the detailed percentages 
for arriving at the deprecia.tion of the property 

concerned were not finally adjusted until 
September, 1920. It was alJpal'entiy agreed ill 
principle in 1918 that the companies were entitlef1 
to this depreciation under the" Net ltecelpte " 
Agreement, and as B transaction in Abstract. 
A or B under that AgreemE'nt affects the financiai 
results under the "Arrears" Agreement, prf)o 
vision was made in the "Arrean II in8tructionl 
for 1916 to bring the I( Al'renl'8 " olaims in thil 
l'P8pect in line \vith the" Net Reoeipts II claiDll 

Clause 6 (" Orun II Book), 

Special Expenditure incurred in the Liltiftf, 
and Re,torati{Jn 01 Permanent Way due fe 

,~Aortaoe 01 Materials. 
In cases whpl"e a company~ owing to tb, 

shGl'tage of materials, lifted rails, etc., from Il 

less important to a more important section 01 
the line, the additional expense incurred' W88 tc: 
form the bubject of a special adjustment f01 
Ol'l"eal'S of maintenance purposes. 

Clause 7 (" Green II Book). 
'l',.ans/ers to 0" from LJepreciatiOfl ¥Ufla6 01 

Suspense Account., 
Under the 1915 fONllula, renewal expenditure: 

in excess of programme and chargeable againB1 
the companies' own funds, had to be dedutte€l 
from the commencino figure in the formula. b 
1916 the renewal expenditure in excess of pro
gramme and chargeabJe against the companiesi 

own funde was adjusted at til_ foot of th, 
jorl1mla, the difference being that in 1915 thE 
railway companies bOl'e the total COlt of the; 
excess worl.:, while in 1916 they only bore tht 
1913 cost, the increased coat over 1Y13 bein~ 
borne by the Government. 

alnll.ses 9 to 12 (" Greefl II Buok). 
Allowance lor Increased Rates of Waoe. Q11.(l 

Material,. 
These clau8e8 are in the main, with onE 

exception, the same as the supplementart 
instructions contained in the U Heliotrope" 
Book for 1915, with some verbal alterations to 
suit the altered conditions of the following yean, 
The exception is in regard to the method ot 
arriving at the minimum of 80 per cent. (in 
value) of the materials used in Abstract A, ao'J 
the instructions for 1915 and 1916 are shown 
below in pal'allel columns:-

1915. 1916. 
AbBi7'act A.-Mate"ia.l8. 
In determlDing the mini~ 

lDum of 8096 (in value) 
referred to in the Instruc
tions, the gross debit for 
the materials issued and 
used at the actual i88ue 
prices - i,~" before taking 
crediL for scrap materials reo 
~ur!!.ed-8hould be adopted 
as the basis for the total 
value of the materials main
ly charged to A bstract A, 
divided into the following 
groups :-

(1) Permanent Way 
Materials (including 
Electric Track Equip. 
ment). 

(2) Signal and Telegraph 
Ma.terials. 

(3) Sundry Materials.
Stations, Building 
Roads and Bridges, 
and all other materials 
not coming under (1) 
or (2). 

Abstract A.-Materials. 
In determining the mini· 

mum of 80% (in value) 
referred to in the YelJow 
Book, the gr08ll debit for 
the materials issued and 
used, at the actual iS8ue 
prices- i.e., before taking 
credit for eM U7nount deali 
with in r~spect of scrap 
materials returned-should 
be adepted as the ba.sis tor 
the total value of the 
materials mainly charged 
to Abetr""t A. So jar u. 
pOB8ibl~, the materialM 
8el~Ct.d for the year 1916, 
slwuld Corr~lIpond with the 
ma~r;aI8 lIelected in th~ 
cas~ of If)16 Arrear, Statt!· 
menl. 

It is admitted that if in 1915 a IOmlmum of 80 
pt'C cent. in each of the 8pecifipd group8 was adopted 
hy nil the Companies in accordance with the inKtruc
tioD, a similar result would more or less automatically 
follow under the 1916 Instruction, bat it ill under .. 
stood ,that in 1915 the Railway Executive Commit~ 
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did not insist on all the Railways having 8 minimum 
of 80 per cent. in each group of materials 80 long as 
a minimum of 80 per cent. of the total materials issued 
and used was arrived at. 

In 1918 the instructions contained in the II Yellow, 'I 
II Heliotrope" and U Green" Books were consoli
dated in a II Brown" Book nnd issued on 13th 
December) 1918, to the Railway Companies, 8S 

applicable to the Year 1917 and subsequent periods. 
The II Brown" Book contains the further following 
modification of the previolls instruotions. 

Cla'IUt 8 (H Brown" Book). 

Reduction. in Mileage 0/ Line open fur Tmflic. 
In the event of a reduction ill miles of line 

open for traffic in consequence of Permanent Way 
Materials having been sent to France or other~ 
wiee, an adjustment had to be made to give effect 
to this reduction unless it could be shown that 
the circumstances did not justify an adju!1Itment. 

The instructions in the U Brown" Book were 
applied to the Arrears Claims for 1917 and 1918. 
Further minor modification'J in the U Brown " Book 
in its application to the Year 1919 were issued to the 
Railway Companies on 13th Spptember, 1920, 8.!11 

foUows:-

Clause 8 (U Brou'n " Book). 
Reduction 0/ Mileaoe 0/ Line open Jor TJ'o.//ic. 
Those Companies who claimed tha.t circum·· 

stances did not justify an adjustment had to sub
mit full particulars of the ren.sonR for not makiug 
the adjustment. 
Clawe 9 (U BroWfl. II Book.). 

Up to the end of 1918, Companies' Rolling 
Stock on loan to the War Department for service 
overseas, were treated as Rolling Stock in Ser
vice, and no adjustment in respect of reduction 
in numbers was made in respect of these. This 
was altered for 19]9. 

BoUing Stovk Zoaned to tlH~ Compa.ny by tAr 
Go",ernment.· 

Any expenditure incuned on these during 1919 
to form the subject of an adjustment for arreaTS 
of maintenance purposos. 

Expenditure incurred in the P,.ovi&ion 01 Tem
porary Accommodation lop' Fernale Stall. 

Any expenditure incurred during the control 
period on accommodation for female staff which 
proves to be strictly temporary in its character 
to form the subject of adjustment in the 1919 
claim for arrears of maintenance. 

(2) ARREARS OF MAINTENANCB AND IbNEWAL OJ! PLANT 
AND EQUIPMENT. 

tb) Work, lalling within the scope 01 the Gene'rai 
A.gl'eement (liabovc tTte line") and not included 
in Abstracts A or B. 

On 27th October, 1916, in announcing to the 
Board of Tl'ade that all the railway companies had 
assented to the Supplementary Olauses to' the 
original Agreement contained in the "Pink" Book 
(,ee Document No. 71, pages 89 to 94 of the Official 
Volume) the Railway Executive Committee intimated 
that the question of arrears of maintenance of works 
other than permanent way, etc. (Abstract A), and 
rolling stock (Abstrad B) had been raised by some 
railway companies especially in regard to the main
tenance of docks, and after some further correspon
dence the Treasury - asked the Board of Trade to 
convey to the railway companies their Lordships' 
assurance "that they recognise that the railway 
companies will have a claim against His Majesty's 
Government at the end of the period of the war or at 
the end of the period of control in regard to nrrears 
of maintenance in the case of works falling within 
the scope of the general agreement and not included 
in any special arrangement now made or to be made 
for the payment of deferred maintenance." 

The application of this arrangement does not come 
into force until the end of the period of control and 
the Governmsnt have, tl~erefor{', a fl"f'p. hand in r{>gard 

82016 

to the detailed instruetiolls for glvlng effect to the 
principle of the a.rrangement except in /!IO far as the 
instructions made in connection with Abstracts A 
and B ·have prejudiced such freedom of action, 

(3) INTERBST ON CAPITAL EXPENDITURE. 

On 14th November, 1916, the Railwn~ Executive 
Committee issued to the railway compames a "Pink 
Book," containing the supplementary clauses to the 
agree~ent with the Goverl'mellt, the first clause of 
which deals with interest on capital expenditure on 
works bl'ought into use since 31st December, 1912, tbe 
rate of 'interest being 4 per cent. TIle companin 
wen: allowed to be the judges as to what Icorks 
should be charged to capital and as this is, in 
the main, a purely financial alTangement, and as it 
has been subsequently modified, as shown below, no 
remarks need be made fl'om an engineering point of 
view except to note, that while credit has to be given 
to the GoVe1'11ment lor the cost oj w07'ks, replaced 
credit has not to be given- lor the cost 01 lvo-rkll 
displaced and not replaced. 

On the 7th May, 1919, the Railway Executive Com~ 
mittee wrote the President of the Board of Tl'arle 
suggesting that if possible a. new arrangement should 
be come to with the Treasury in regard to capital 
e..~penditure, their objections to the existing arl'aJlge.
ment on financial gl'ounds including:-

(a) The inadequate amount allowed for interest 
on capital works brought into use, i.e., 
4 per cent. 

(b) The fact that no interest is allowed until the 
works are brought into use. 

(c) The heavy increased cost for carrying on the 
work at existing rates of wages and prices 
of material. 

(d) The uncertainty as to how the railway com
panies will be recouped for such expendi
ture in the case of the Government decid
ing to take over the railways. 

On 3rd May, the Board of Trade intimated to the 
R.ailway Executive Committee that the Treasury were 
prepared to agree to the undernoted al'rangements : __ 

(I) That in place of the present arrangements 
between the railway companies and the 
Government with regard to the I'ate of 
interest to be allowed on new capital ex
penditure, interest at the rate of 5 per 
cent. per annum from the date on which 
the expenditure is incurred may be allowed 
in respect of approved capital expenditure. 

(2) That an assurance may be given to the com
panies that in the event of their under
takings being acquired by the Government 
the companies shall neithel' be financially 
prejudiced nor financially ad"Bntaged by 
reason of having incllrred capital ex
penditure under the present arrangements, 

'rhese arrangements were advised to the railway 
companies on the 15th August, 1919, per the Railway 
Executive Committee's Circular Letter No. 1930. 
This circular letter led to some misapprehension and 
on the 12th February, 1920, the Ministry of Tl·ans
p('lrt defined the situation as follows:_ 

Ij As regards works in hand before May, 1919, 
" an j also as regards works commenced between 
" that date and the 31st January, 1920, the rail
"way companies may have the option of 4 pel' 
H cent. interest on capital expended without the 
<I Minister',; approval, or 5 per cent. interest on 
" capital expended with the Minister's approval. 

I' As regards WOl'li:s commenced on and after 
"the ]st February, 192.0, the right to claim 4 
" per cent. without the Minister's approval will 
" lapse. 

<I Any regulations ir;;sued in connection with 
" the work of the Accountants Sub~Committee 
" in regard to this or to any other point' arising 
" out of the Railway Agreement, should first be 
" approved by the Ministry." 

(4) STORKS ON BAND AT 4TH AUGUST, 1914. 
The arrangement in regard to these forms one of 

the Cla.uses in the Pink Book issued to the railway 
compa.nies in 19161 ftnd is in the following terms:-
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Stores. 

At the end of the period of the Government control, 
a caah payment to be made by the Government to 
each of the con trolled companies equal to the differ
ence between (a) the book value of the stores in stock 
at the 6th August, 1914, and (b) the value of the 
same quantities of similar stOl'es calculated:_ 

(1) 

(2) 

As to the extent those quantities are in stock 
at the end of the control period, at the 
book values then ruling. 

As to the shortage in the quantity at the end 
of the control period as compared with the 
quantity at the beginning, at replacement 
prices. 

The replacement prices to be agreed between the 
Treasury and the Railway Executive Committee as 
fairly representing the prices at which the shol,tag", 
could be made good, having regard to quoted market 
prices a.t the end of the control pel'iod, the probable 
movement of prices and the other relevant circum~ 
stances. Any amounts already received by the com~ 
panies for replacement value of material used on work 
done f01" the Government must be brought into 
ac.-count when fixing the amount to be allowed under 
this clause. 

RegulatioIlB in regard to the calculation of prices, 
the definition of stores, and generally as to giving 
effect to this Clause, to be agreed between th.e 
Government Accountants and the Railway ..Executive 
Committee. 

(5) TaB QUESTION OF CoMPENSATION TO BE GIVEN TO THB 
RAILWAY COMPANIES IN RESPEOT OF TBB USB OJ!' 
UNOR:ROSOTED SLEEPERS. 

Owing to a shOl·tage in the supply of creosote oil 
it becJ'l.me necessary for the railway companies to put 
uncreosoted sleepers into the permanent way. On 
the 27th June, 1917, the Railway Executive Com~ 
mittee asked the Board of Trade for an assurance 
that the railway companies would be compensated at 
the end of the period of control for any depreciation 
of their property that might result from the use of 
uncreosoted sleepers, and on the 30th July, 1918, the 
Treasury informed the Board of Trade that My Lords 
are prepared to admit on principle the liability of 
the Exchequer for sotne compensation to the railways 
on this account. The method of arriving at the 
amount of this compensation will be somewhat com~ 
plicllted, as it will involve a technical calculation 
based on the average life of an uncreosoted sleeper 
compared with the ave:.;age Hfe of a creosoted sleeper. 

(6) INSUJUNOli 0," RAILWAY COllPANOS' PROPBRTY 

AGAINST FIRB. 

In this case the Government have arranged to pay 
the increased cost of repairing damage by fire to 
" above the line" property in those cases where the 
property was insured in Fire Insurance Funds be
longting to the railway C<?~panies themselve8. 

DEPBOT8 AND POSSIBLE RnmnIBB. 

(0,. Section IV. 0' Append .. XIV.) 

It will be seen from the foregoing details that any 
alight modiijcations in the original Arrears of Main~ 
tenance Instructions lin favour of the Government, 
are well within the spirit of the agreement, while the 
interpretations of the agreement and subsequent 
modificlltions thereof in favour of the railway com
paIbiea range from important questions of principle 
to such comparatively trivial matters as temporary 
accommodation provided for female staff during the 
war. The question will arise spontaneously: Was the 
agreement-a.pparently 10 defective from the rail
way companie! point of metD-8o perfect from the 
Government point 0/ 'View that flO /lawl in its appli
cation. were or could be disco'UeredP 

The following are examples of interpretations nn
fairly acting against the Government with certain 
possible remedies:_ 

MDlOR.ANJ)DM 011 INSTRUCTIONS. 

Btue Book. 
(1) A. 

There is no instl"Uction in the U Blue" Book 
which limits the expenditure by the railway com~ 
palliea on repairs and partial renewals of way, 
works, plant and equipment, 8S was undoubtedJy 
the intention when the" Net Receipts" agree
ment was made in August, 1914. This S8ems 
clear from the Railway Executive Committet.~'s 
letter of 9th August, 1914, to the President of 
the Board of Trade and from their Circulal' 
Letter No. 18 of 13th August, 1914, to the con
trolled railway companies. Some companies are 
already largely in '""e .. 0' their 1913 .tandard 01 
maintenance after allowing for increased COSY 
and other disturbing fautors due to the war, and 
the Government have, in the meant.ime, paid 
over the money. On the other hand, under the 
arrea..ns of mainttonance arrangement, the Govern. 
ment are pa.ying to those companies whose main~ 
tenaoce of way, works and stations (Abstract A) 
and/or rolling stock (Abstract B) is in arrear on 
the basis of the 1913 standard, the value of tlJO 

work in arrea.r at 1913 prices plus 15 per cent. 
as a payment on account of the ultimate in~ 
creased cost when the work is overtaken. Not 
ooly so, but a railway company in arrear with 
Abstract A. and in eXCfU with Abd-ract B, en" 

vice: 'Vena, U being paid tor the arrear! in 
Abdract A fl.ottBithdanding that it has already 
been paid tor the e:;cce.! in Ab&t-ract B. 

(1) B. 
. The limitation in regal'd to renewals of per
manent way and l'ol1ing frt.ock in Clau.se 4 of the 
II Blue JJ Book both in its original form and as 
modified by the Government accountant . is 
illusory, and can be ea.eily be circumvented. Re
newals of permanent way and l"olllng stock are 
undeI'8tood by railway accountants to be limited 
to complete renewals with new materials through
out. Permanent way, for instance, is made up of 
ra.ils, chair slee'pers, fastenings, etc., and each of 
these classes of materials has a different U life" 
from the others; consequently it is a simple 
matter for an engineor to renew his sleepers and 
chairs at one period and his rails at another, 
dassifyinp; both transactions conectly 88 rf Par. 
tial Renewals " for accounting purposes, although 
to all intents and purposes his permanent way has 
been completely renewed. Similarly in regard to 
rolling stock there is no difficulty in building a 
completely new wagon with second·hand wheels 
slightly worn and classifying the transaction cor
rectly for accounting purposes ·as a II Partial 
RenewaL" Partial renewals in both cases being 
outside the limitation imposed by Clause 4 of the 
U Blue" Book, the illusory· Dature of the 
limitation will be readily appreciated. 

The suggested. remedy for the above two cases is to 
limit the whole expenditure on way works, plant and 
equipment to the 1913 quantum, and to fix a definite 
term in which to overtake arrears. 

(1) c. 
The amended interpretation of ClsUBe 4, quoted 

above (!Be: page 5), gives the railway companies 
the option of adopting either If additional units II 
or "additional first cost of rolling stock in ser~ 
vice," for calculating the sum necessary to make 
provision for the replacement of such" additional 
units," or "additlonal first coat." Those com

. panies which adopt "additional first cost" not 
only receil'"e from the Government the increB8ed 
cost of new rolling stock over 1913 prices, but they 
interpret the Instruction as giving them a peJ'oo 
centoge (say 6 per cent.) of the increased cost 01 
such rolling stock over thei)"l 1913 total COBt, OD 
the plea that replacement at the enhanced pri~ 
of the rolling stock has to be provided, althou~b 
it is the Government who have paid for thl8 

addition. 
The suggested remedy is to "dhere 10 the obviotUI 

intention of Clause 4 as amended of the Memorandum 
of Instructions (Blue Book), ano disaJlow the item. 

A rough approximation of the estimated extra ooa1: 
to the Government if these three suggested alteration" 
are not made is £15,000,000, arrived at as follows:-
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The amount of excess maintenance £ 
cost of way works and rolling stock 
from 5th August, 1914, to 31st Decem-
ber, 1919, over the 1913 quantum is ~ 
tima:ted by the Director General of 
Finance and Statistics at actual costs 
to be ... '" ... 8,000,000 

For the remaining period of control 
from 1st January, 1920, to 15th August, 
1921, the a.mount of excess maintenance 
at actual costs is estimated as double 
that for the year 1919, viz., £3,500,000 7,000,000 

(This i. 

Total £15.000,000 

for the same saving as the £15,OOO~OOO 
in para. 2.) 

2. 
Aluui:ARS OP MAlNTltNANOE INsTRuo'rtoNs. 

Abstracts A and D. 
(Yellow, Heliotrope, Green and Brown Books.) 

The original agreement provided that the 
whole of the railways were to be regarded as a 
collective -entity. This principle has not been 
adhered to in regard to Arrears of Maintenanoo 
of Way and Works (Abstract" A "), and Rolling 
Stock (Abstract liB"), where not only is each 
company dealt with individually, but each 
Abstract is considered separately. 

The result is that the Government pays for aU 
excess work over the 1913 quantum on each 
Abstract which may be in excess, and has also 
to make up the arrears on each A·bstract which 
may be in arrear at prices to be ascertained at 
the end of control, a payment on areount being 
made in the meantime. 

A very rough estimate of th~ amount involved in 
this item is £15,000,000 (same ltem as para. 1). 

The suggested remed! is to cancel the interpreta
tion and limit the tota payment by the Government 
for maintenance and renewal of way, works, and 
equipment to the 1913 quantum of all the co~panies. 
If this course is taken, then al~hough the present 
arrangements for payment in (A), (B) and (0) of the 
preceding clause were allowed to continue, the Gov
ernment could still save what might amount to 
£15 000 000 because the amounts in excess in the case 
of ~m~ companies would be charged against the 
arrears of other companies. 

From this point of view the undernoted Circular 
Letter No. 10, dated 8th August, 1914, from the 
Railway Executive Committee to the ControUed Rail
way Companies is important:-
lndruction No. 10. 

DBAR SIR,-

Railway 
35, 

Executive Committee, 
Parliament Street, 

Westminster, S.W. 
8th August, 1914. 

As you are aware, in conuection with the taking 
over of the railways by the Government under the 
powers of the Regulation of the Forces Act, 1871, 
Section 16, there arises the question of the compen
sation payable under that section to each of the com~ 
panies whose railways lll'"S taken over. 

It speedily became evident to the Executive Com. 
mittee that an immediate settlement of this question 
if practicable upon terms fair to the railway com· 
panies and the State would be of enormous advantage 
from the point of view of the efticient working -of 
the railways to the best advantage of the nation, and 
also from the point of view of the interests of the 
companies themselves. 

If the matter is adjusted now it is obvious that 
two advantages, the importa.nce of which it is 
difficult to exaggerate, win accrue. 

The Executive Committee will be in a position to 
exercise their functions with a. single eye to the 
efficient working of the railways without ha.ving to 
consider the possible effect of any particular scheme 
of working upon the interests of the individual com
paniee in reference to the question of compensation. 

The preparation of elaborate accounts and returns 
for the purpose of establishing claims to compensa
tion hereafter will become unnecessary, and the 
possibility will be avoided of arbitrations of great 

~20.R 

magnitude and complexity, the result of which would 
be very uncertain. 

These are among the most important and obviou8 
advantages of an adjustment of the question of 
compensation now, as against leaving it in abeyance, 
but they by no lI~can. exha1Ut the advantage •. 

Acting upon this view the Executive Committee 
have been in negotiation with the Government on 
the liues of some coUecti'lJe arrangement, which, while 
dealing, ill the first instance, with the ascertain
ment 11). one sum of the compensation pa'yable to all 
the cOlltpanics 1t)/wse lines a1'e taken over, should 
provid9 also for the allocation to each company of ita 
prope1' proportion of the aggregate SU1n. 

A principal reason actuating the Government in 
desiring an arrangement on this basis was the 
natural desire to be secured against a claim for 
compensation by an individual company jor their 10." 
of traffic which had been merely transferred to the 
line oj another company fro",~ causes arising out of 
the stute 01 u'ar. 

The Committee felt no difficulty in admitting as a 
principle that no eompany would be likely to wish to 
obtain- an advantage out Of a national e'mergency at 
the expense 0/ the nation, and though they did not 
share the view of the Government that such a result 
might occur under the provisions of the Act above 
referred to, they felt that they ought to co-operate 
with the Government in arriving at some arrange. 
ment which would remove all doubt or difficulty of 
this kind. 

The Executive Committee have now concluded pro
visionally, i.e., subject, of cOUl'se, to the assent of 
each company concerned, an arrangement which is 
set forth in the accompanying minute of the 6th 
August, 1914.* • 

The Executive Committee, before concluding the 
provisional arrangement with the Government, were 
advised by a Committee of Accountants, and are 
satisfied that the basis of compensation accepted by 
the Government is not only generally iust bu.t 
ge11.eroWJ. 

. Beyond this, however, the Executive Committee 
from their experience of the last few days are 
unanimously of opinion that it is impossible promptly 
to carry out the movements rendered necessary, very 
often at a few hours' notice to meet the national 
omergency, except upon the basis of an agreement 
or this sort. Indeed, so much have they been im
pressed with this view that they have carried out all 
necessary moves upon the basis that such an agree
ment is in force. 

Under' these circumstances I am directed by the 
Executive Committee to ask you to obtain the assent 
of your Board to the above proposal without delay 
and to communicate their answer to me at the above 
address before 4.0 p.m. on Wednesday next the 12th 
instant. 

I may add that it is obvious that many points of 
difficulty upon matters of detail under the above 
proposal may suggest themselves to the various com
panies, but in the opinion of the Executive Com
mittee these may &alely be lelt to be dealt with $ub
.'fequently, and should not be aHowed under present 
circumstances, to delay your company's notification 
of its acceptance of the proposal. 

Yours faithfully, 
(Sgd.) H. A. WAr.UR, 

Acting Chairman, 
Executive Committee, 

S~cretaTY, 
.............................. Railway 

3. 
This question of Arrears of Mainten~nce .is ~~ 

tremely complicated and largely techmco.l In Its 
nature. It has to be noted tha.t the Govcrmnent .~ll$ 
been making pa'lIments on aCco1ULt of aN'ears o/1vo~k 
'U'''i~h the companies have n.ot yet o'Vel·tnken and In 
"s&pect 01 which) thC1'e/ore, they have not had ~ny 
OlLtgoings. The companies consequantly ~re havlllg 
the use of the money, the interost on which accrues 
to them {( below the line." It is understood that one 
of the reasons fot· making th~ payments was that 
tllSY aTe in the na.ture of a. q.1ud f!To 9''11.0 ~ th~ c~m
panies in respcct of. the, If s~lt?h m .tlme prmc~ple 
of carrying out repairs. ThiS 18 an Important pomt, 

.. Page 4 of Printed Documents, Appendix I. 
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because obviously if the U stiwh in time" pl"inciple 
has been commuted for payments on account. the 
question of arrears of maintenance is a,impiitied con
siderably. i'he Ii standard" of msmtenance by 
which the "arears" are to be ascertained i6 also a 
very impoI'tant matter. So far a8 Ma.intenance 
and Renewals of Way Works and Stations 
(Abstract A) and Maintenance and Renewals 
of Rolling Stol·k (Abstract B) are conc&rned 
the .• standard" has been fixed as the total 
amounts shown in these abstracts in the published 
a(~counts of the companies fOl' the year 1913. It is 
obvious that the II arrears 1) to be paid for are the 
arJ'ears of work at the end of the control period, 
because although a company may be in arrear now I 
part of these arreal'S may be overtaken before the 
next August, the balance being the an'ears for which 
the Government will be liable. Consequently, it is 
important to note that a portion of the standard 
work of maintenance is being carried out currently 
aud the cost thereof charged against the Government 
through the" Net lteceipts "Account. It has been 
taken for granted that the cost of that portion of 
the II standard" work which has been carried out 
and charged against the Government has cost more 
than a similar portion of the I' standard" in 1913, 
as the result of various disturbing factors j conse
quently these disturbing factors must be eliminated 
before a COrI'ect comparison can be made with the 
cost in the U standard H year. Taking the last 
formulE which have been issued to the railway com
panies, viz., those for 1919" it will be found that 
adjustments have to be made In the cost of the wOl'k 
done and paid for by the Government through the 
.1 Net lteceipts" Account in respect of the under
noted disturbing factors be/m'e (l, comparison is made 
with t11,e cost of Ihe U stam.da.rd ,., 1l'ork in 1913: -

Abstract A. .Abstract B. 
(1) Credits for supervision 

chal'ged to the Govern
ment. 

(2) Reduction in Mileage 
of Line open for 
Traffic. 

(3) Expenditure on work 
for Government 
charged to R~veI1ue
'-.g., small works under 
£10. 

(4) New Line. op&ned. 
(5) Renewal. and Depreci

ation of additional 
works or eqUipment 
other than PeL'manent 
Way. 

(6) Additional expenditure 
for abnorma.l wear and 
tear. 

(7) Special expenditure for 
lifting and restoration 
of 'Permanent Way 
due to shortage of 
materials. 

(R) Expenditure incurred 
in the provision of 
temporary accommoda~ 
tion for Female Staff. 

(9) Expenditure incurred 
during 1919 in respec~ 
of holidays granted 
with pay in excess of 
thos& (if any) granted 
with pay in the year 
1913. • 

(10) Bonus payments to 
Supervisory Staff. 

(II) Allow.ne& (arrived at 
in the prescribed man
ner) to redue& to 1913 
COIIt. 

(I) Credits for sup&rvi.ion 
and profit OD War 
manufactures. 

(2) Rolling stock on loan 
to War Department 
for service overseas. 

(3) Red uction in Rolling 
Stock. . 

(4) Expenditure on work 
for Government 
cbarged io Revenue
e.g., small works under 
£10 j alterations to 
Rolling Stock for the 
Military Authorities. 

(5) Expen,liture on repair 
of Rolling Stock loaned 
by H.M. Government. 

(6) Additions to Rolling 
Stock in service. 

(7) Renewals and D&preci. 
atioD of additional 
equipment other than. 
Rolling Stock. 

(8) Additiona.l expeDditul'& 
for abnormal wear and 
tear. 

(9) Additional cost of 
Rolling Stock pur
chased from or repaired 
by outside fitms. 

(10) Expenditure incurred 
during 19111 in respect 
of holidays granted 
with pay in excet!S of 
those (if any) granted 
in th& ysar 1913. 

(11) Bonus paym&nt. to 
Sopel'Viaory Staff. 

(12) Allowance (arrived at 
in the prescribed man~ 
ner) to reduce to 1913 
cost. . 

'l'he only disturbing 
are:-

factors calling for rpmal'ks 

(i) Additional expenditure f01' abnormal wear 
and tear. (No.6, Abstract A; No.8, 
Abstract B.) 

(ii) Allowance to reduce to 1913 cost. (No. 11, 
Abstract A; No. 12, Abstract B.) 

(i) Additional Expenditure lor Abnormal Wear 
and Tear .-The railwa.y companies claim that. .uch 
expenditure as that incurred in repairing dama.ge to 
telegraphs .by storms should be treated BIJ abnormal 
wear and tear. Such expenditul'e ill, of course, 
borne by the Government through tho net receipts 
account, and if it is deducted from the commencmg 
figure in the arrears formula, the Government will be 
liable for further arrea.J'l of work. This contention 
of the companies haa, however, been definitely re
fused, and the issue is therefore narrowed down to 
a.bnorma.l wear a.nd teer due to war conditions. 
Undel' this heading, only expenditure actually in
curred in the control period in making good abnormal 
wea.r and tear can be deducted. Abnormal wear and 
tear not made good at the end of control is to form 
me subject of a separate claim. The railway com
panies will have some difficulty in establishing 8uch 
claims, and each case of abnormal wear and tear 
submitted will ha.ve to be carefully scrutiniaed a.nd 
dealt with on its merits, ha.ving regard to all the 
factors alleged to have ca.used the abnormal wear 
and tear. The onus of proof that such wbnormal wear 
and tear has taken place should rest on the railway 
companies, 

'(ii) Allowance to reduce to 1913 cost.-This i. the 
moat important of these adjustments, not only 
because it a.ffects all the other adjustments but chietly 
beca.use it involves a lal'ge sum of money. In the 
year 1913 the total expenditure of the railway com
panies in Great Britain under Abstracts A and B 
was over £25,000,000; the cost of the same work at 
present-day prices would be more than £75,000,000 j 
consequently, a. variation of eVen 1 per cent. in 
the allowance for the increased cost of labour and 
ma.terials would make an appreciable difference in 
the liability of the Government in respect of arrears 
of maintenance, Owing to the technical nature of 
the subject an,1 its inherent importance from the 
point of view of the Government's financial liability, 
it is necessary to- deal a.t length and in considerable 
detail with this question. As the conditions in COJloo 

nection with Abstra.cts A and B differ considerably 
it is advisable to take each Abstract spparately. 

Ab&tTaet A. 
The principal items making up the expenditure 

charged against the various headings in the Abstract 
both in the II standa.rd" year and in ·the control 
period are 88 follows:-

Salaries .,. 
Wag .. 
Materials used ... 
Engine power supplied by locomotive, 

&c., department· 
Other cbarges .by locomotive, &c., 

department. ,., 
Chars"" by oth&r d&partments 
"Wol'k done by coutractors 
Amounts in respect of property dis.. 

placed credited to Ca.pital Account 
Expenditure on non_" J" joint lines 

and joint statioDs ... 
Sundry debits 

Gross debit £ 
Leu: Credits for materialR recovered 
Sundry credits ... ... 

Net cost of work done, being the 
commencing figures of the arrears 
formula 

A dd or deduct: 
Amount transferred to 01' hom 

Depreciation Fund 01' Suspense 
Account 

Total of A lnltraC't £ 

£ 

In order to calculate the allowance for the increased 
cost of labour and materials, two only of these itel1l8 
are taken as the basis for tbe calculation, viz:

Wages. 
Materials used, 

(The detailed instl'uctions in regard to the ca.lcula~ 
tion are given in Clauses 15 to 20 of the Brown Book 
and examples are worked out in 1;b4 first part of the 
Heliotrope Book.) 
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The allowance arrived at on the basis of these two 
items is applied to all the other items in. the Abstract, 
with the exception of the II Transfer to or from Depre-
ciation Fund or Suspense Account." 

This method is fundamentally wrong in principle 
and not only gives an erroneowi result, but has un
doubtedly led to abuse, in the undernoted respects:-

(0) The allowance does not give a correct result 
because it leaves out the important element 
of credits for recovered materials, i.e., 
scrap, eto' l and is applied. to figures repre
senting items of a different nature and 
composition. • 

(b) Items included in the acc::ounts at pre-waf 
costs are subject to a deduction for in
cl'eased costs before comparison with the 
1913 standard. 

(c) The provision that not less than 80 per cent. 
of each of the three classes of materials 
used on Abstract A work should be taken 
has not been adhered to by all the railway 
companies. 

(d) 80 per cent. (in value) of materials i .. ued and 
used is Dot a fair loading if companies can 
choose their materials and limit themselves 
to 80 per CeD t. 

3(a). 
It will be observed from the under~oted instructions 

that in arriving at the allowance for increued c08t, 
the credits from materials recovt'lred are not taken 
into account:-

Increrued Price. oj Material!:. Abdract ,< A." 
18(a) In order to avoid the trouble of calcula

ting the whol.;, of the materials used in the control 
period at prices for the year 1913 not less than 
80 per cent (in value) shall be so calculated. 

(b) In determining the minimum of 80 per cent. 
(in value) the gross debit for the materials issued 
and used a.t the actual issue prices, i.e., before 
taking credit for the amount dealt with in 
respect of SCl'ap materials returned, should be 
adopted 88 the basis for the total value of the 
materials mainly charged to Abstract A, So 
far as possible the materials selected should corre
spond with the materials selected in the case of 
previous Arrears Statements. 

(c) The actual quantities of the materiala issued 
and used mainly chargeable to Abstract" A," 
selected to represent the 80 per cent. iu the con~ 
trol period under review, aud the cost thereof at 
actual issue prices, to be tabulated in detail and 
compared in the total with the cost for similar 
quantities at the issue prices for the year 1913, 
the net increase 80 ascertained to be expressed 08 
a percentage of the former cost. 

The percentage increase so ascertained to be 
applied to the cost of all materials used in the 
c-ontrol period under review and charged to 
Abstract A, aft.er taking credit for the amount 
dealt with in respect of scrap materials returned 
which will give II the cost at the prices for the 
yea\' 1913 of materin.ls used in maintena.nce nnd 

Be(01)eTabZe Materials valued at 
NominaL Price.. 

10 tons new rails used, at £18 per ton 
purchase price ... ,.. ,.. . .. 

Lell: 9 tons re-usable rails recov~red, at 
£2 per ton nominal value 

9 \'oIlS re-usable rails re-used at £2 ". 
I,eaa: 8 tons scrap rails recovered at £2 

per ton nominal value ... 

£180 

18 

£ 18 

16 

lless: Credit from 8 tons scrap rails sold 
at £10 10.. actual .elling price ". £ 84 

I 'educt: Book value already credited 
at £2 per ton 16 

Net reault in both cases ... 

£162 

2 

£164 

68 

£ 96 

renewal work carried out in the control pE'riod 
under review," reiened to in Clause 20 hereof. 

The effect of this instruction is that the formula 
allowance for increased cost deduced from the value 
of materials issued and used-i.e" eliminating creditR 
for scrap-has to be applied to a net value-i,e., after 
deduction of credits for scrap-and if the percentage 
of increase in the g-ross and net is diffel'ent, tlle result 
will be mathematically ineol'rect. A dep8J'tuI'e from 
the COl'1'.f"ct procedure for 8niving at a tn18 result in~ 
evitably raises the question as to which party is beue· 
fitiug by the errOl'. When the method was adopted 
the course of events was of necessity obscure, but this 
at least would be clear that on a rising market the 
railway companies would benefit, while on a falling 
market they would lose. As events have turned out, 
there has been practically a continual rise in frices 
during the whole period of control. This questIon of 
credits from materials recovered involves some techi· 
cal details both in connection with tho work done and 
with the cost of doing the work. It will be readily 
apreoia:ted for example that, in the ma.intenance anel 
renewal of running lines and sidings which form on 
an average more than 50 per cent. of the total ex~ 
penditureon Abstract A., for every rail, chair, sleeper, 
fishplate, bolt and spike, issued and used, a c-orres
ponding rail, chair, sleeper, fish plate, bolt and spike, 
are l'ecovered, These recovered materials may be re-
usable by the railway company or they may be of no 
use except as scrap for selling purposes. As a rule, 
the railway companies deal with both these transac. 
tiona through their Stock of Stores Accountj i.e., 
'they charge out the materials used and take back to 
stock the materials recovered.. Where that is done, the 
cost of materials issued and used is chal'ged against 
Abstract A at their book prices; in the case of the 
valuation of recovered materials, however, there are 
different practices in vogue among the railway com
panies; the principal methods being (a) to credit Ab
stract A with 8IPproximate market value, and (b) to 
credit Abstract A with purely nominal va'lues, an ad
justment being made in both cases when materials are 
Bold and aot.ual values realised. If re-usa.ble ma.i.eriaIs 
are credited to Abstract A at nomina.l values when re~ 
covered, they are charged out at nominal values when 
J'e..used, and a similar procedure is adopted when the 
valuation of materials recovered is at Blpproximato 
current market prices. It will thus be seen tha.t the 
materials issued and used usua.lly consist of:-

New materials at purchase prices. 
Re-usable materials at nominal prices in the case 

of some companies, and at approximate current 
market prices in the case of others j 

while the materials recovered consist of:-
Re-usable materials c.'edited to Abstraot A at 

nominal prices in the case of some companies, and 
at a.pproximate current market prices in the case 
of others. 

Scrap materials cl'edited to Abstract A at nomi
nai or at approximate current market prices to 
begin with, but a further adjustmeht is usually 
made in both cases in Abstract A of the difference 
between the stock price and the price realised 
when the scrap is sold. 

The following example will show the not result of 
these different procedures:-

Recoverable M ate,'ials valued at approximate 
Gu,.,'ent Market Prices. 

At £18 per ton purchase price .. , £180 

At £11 per ton approximate market 
price 99 

At £11 per ton £ 99 
At £10 per ton apPl'oximate market 

price 80 

At £10 lOs, actual selling price £ 84 

At £10 per ton 80 

£ 81 

19 

£100 

4 

£ 96 
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It is, of COUI'8eJ not contended that the same 
result will be obtained in actual practice from these 
two tnethods of dealing with materials recovered. but 
the net results in both C8Se8 will be approximately 
near ODe another. These differences in method, 
however, gave rise to complications in carrying out 
the Arrears of Maintenance Instructions. Those 
companies whose pre-war practice was to value 
recovered material at market pi"icee continued their 
practice during the control period "and oredited 
Abstract A with the high prices then ruling. When 
second-hand materials were used by these companies 
on Abstract A work such materials were charged out 
at the higher prices. Those companies. however, 
who dealt in nominal values had also. to eontinue 
their pre-war practice as a result of which their 
second-hand materials used on Abstract A work was 
charged out at the same prices as in the standard 
yard, and if these materials at nominal prices were 
included in the minimum of 80 per cent. referred to 
in the Arrears of Maintenance Instructions their 
allowance for increased costs would be considerably 
reduced. 

It ia also quite possible that during the Control 
period,. a piece of work might, so far 88 materials 
are concerned, cost less through the operation of the 
high. creditB for recovered materials, than a similar 
piece of work in the standard year. The following 
example shows the approximate coat in materials of 
re-railing one mile of Running Line in the years 
1913 and 1918 with new rails weighing 90 lb.. per 
yard, the recovered rails being of the same sectioD 
",hen new:-

Materials used ift both Years: 
T. C. Q. lb. 

3,520 ydo. 90 lb •• new 
rails ... 141 8 2 8 

Materials recovered in both YeaTI. 
3,520 ydo. 90 lb •• re-

uaablo rails at 87 
Ibs. per yard 136 14 1 4 

1918. 
• £ •• d. 
New rails 141:8:2:8 

at £8 per ton 1,131 8 7 
Less : Credit for re--

usable rails 136: 
14: 1 : 4 at 65 •. per 
ten ... 444 6 5 

Net debit te 
Revenue £687 2 2 

1918. 
New rails 141:8:2:8 

at £15 per ton 2,121 8 7 
LeslJ: Credit for re-

usable rails 136 : 
14:1:4 at £11 per 

Ii ten ... ... 1,503 17 

Net debit te 
617" 11 Revenue £ 5 

Percentage of 
Ino. on 1913 
87·5 per cent. 

238·5 per cent. 

Un.(ler the instruction quoted above (page 11) the 
materials issued and used in 1918 would be calculated 
at 1913 prices and the difference expressed as a per
centage of the 1918 cost as follows:-
Ma.terials used in 1918: 

New rails 141:8:2:8 at £15 per ton 
1913 cost at £8 per ten 

£ 
·2,121 
1,131 

Increase ... £ 990 
Representing 46·7 per oent. of the 1918 cost. 

This percentage would then be appli~d te ~he net 
debit to Revenue in 1918 before comparISon WIth the 
1913 quantum as under:-

Net Debit to RevenuA 
Leis: 46·7 per cent. to reduco 

te 1913 costa ... 

1913 Quantum 

£ 
618 

18B 

J30 
087 

Arrears of Work ... £357 

From such an exa.mple, which could quite easilJ 
happen, tho GoveTnment would 'be placed in the 
anomalous position of having to pay for arrean of 
work when in reality owing to a similar piece of work 
having been done cheaper in the ~ontrol poriod than 
in 1913 through the high prices realised from the r ... 
covered materials, there were no arrears of work at 
all. 

The application of the .percentage arrived at on 
the basis of wages and materials only to the following 
items of expenditure on Abstract AI' referred to on 
page 10 hereof, viz., II Salaries," II Expenditure on 
Non-I J ' Joint Lines and Joint Stationa," H Sundry 
Debita" Bnd U Sundry Credita/' is equally open to 
objection on principle. 

3(b). 
Some companies have not increased their charge for 

engine power by their locomotive department against 
their engineers' department beyond the pre-war 
figure. This mues no difference in the II Net 
Receipts H Account, but the debit included in 
Abstract A is subject to adjustment for increased 
costs in the arrears of maintenance claim, although 
there is no inorease in cost while the credit in 
Abstracts B1 and C is not taken into account for 
arrears of maintenance purposes. Again, in the case 
of many companies the amount charged agaiDBt 
Abstract A in respect of property displaced is the 
original cost of the property. This item also is sub
ject to adjustment for inoreased cost, ,although 
admittedly it is a pre-war figure, and as the IDcr~d 
cost of replacing the property IS charged to capItal 
the rail"'ay companies receive a further payment 
under the II Interest on Capital Agreement." The 
application of the allowance for increased cost ?f 
labour and materials on the basis of the wages paId 
to the railway companies' own staff and the material. 
used from dlcir own stocks to the cost of work done 
by contractors is also open to objection. It has to 
be remembered that a considerable portion of the 
engineering work charged to Abstract A in 1913 w~ 
carried out by contractors, and the cost thereof II 
therefore included in the fI standard" for that 
Abstt'act. Tbis work done by contractors is usuall,y 
carried out by skilled and semi-skilled men. It I. 
notorious that the wages pa.id by the ra.ilway com· 
panies in 1913 to the large majority of the men 
engaged in Abstract A work, viz" platelayers and 
surfacemen were exceedingly low; consequently the 
increases g~anted to these men during the war bear 
a higher ratio to their pre-war wages than the corr~ 
sponding increases granted by contractors to theIr 
skilled and semi-skilled employees bear to the pre--war 
wages of these men; therefor~ i!l applying t,,~e 
percentage of increased ~ost arrl'~ed at on the bUlB 
of the increased wages paId to theIr own staff and the 
increased cost of their own stores in the years when 
the inc.reased wages were included in Abstract A to 
the cost of work done by contractors in these ye~rs, 
the railway companies would appear to be reducmg 
the work done by contractors below the cost t?f ,the 
corresponding work in the standard year. A dlBtlD6-
tioD, however, has to be ma.de here. In the years 1915 
and 1916 th~ increases granted to pla.telo.yera, surface
men and other Ie Conciliation Grade" men engaged 
on Abstract A work were not charged to Ab~tract A, 
but to 8. special heading in order that these Increases 
might be apportioned between the Government and the 
companies in accordance with the arrangement 
relating to the fil'st war bonus gra~ted to the m,en 
in the conciliation grades. The raIlway compames 
were therefore adversely affected in these years, ~ut 
it has to be remembered that the percentage of ,In
crease in 1915 and 1916 W8.8 relatively small. Takl1~,g 
the whole control period and .setting off the loss In 
1915 ~nd 1916 against the gam from 1917 ~mwarda, 
it is considered that the railway CO~P~l1es have 
benefited under this arrangement, but 10 view of ~e 
difficultY of arriving at a correct figure for the In
creased cost of contractors' work over the cost ~f the 
conesponding work in 1913, it is inadvisable to disturb 
the arrangement 80 far as contractors' accounts are 
concerned especially as the question of credits from 
scrap rec'overed does not materially affect these 
aecounts. 
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~ (c), 
The materials used in the repair and renewal of 

way, works and stations are very different in 
character and are subject. to varying ftuctuationa in 
their purchase prices. This seems to have been 
appreciated at the time the "Heliotrope n Book 
was issued, because the intention is clearly expressed 
there that the materials issued and used on Abstract 
A works were to be divided into three groups and 
not less than 80 per cent. in value of each group 
were to be calculated. at 1913 prices. 
It may be that it was owing to the complications 

arising from the differences in method of valuing 
recovered. material among the va."ious railway com
panies referred to on pages 11 and 12, that the 
Railway Executive Committee did not insist on all 
the railwa.y companies carrying out the provision 
in th~ Heliotrope Bock that not I ... than 80 per 
cent. of each class of materials should be calculated 
at 1913 prices, so long as not less than 80 per cent. 
of the total were so calculated. 

3 (d), 
The original intention of limiting the materials to

be calculated at 1913 prices to 80 per cent. was to 
save work. 

The instruction reads:_ 
If In order to avoid the trouble of calculating 

the whole of the materials used in the Control 
period at prices for the year 1913, not less than 
80 per cent. (in value) shall be 80 calculated." 

Obviously, however, if the railway companies take 
advantage of this concession by choosing the 
materials m06t favourable to themselves and limiting 
the calculation to 80 per cen~., thiS' will not be .a 
fair loading. In this case also, it is understood the 
Railway Executive Oommittee have left the choosing 
of the matel"iaJs to the individual railway com
panies, as a result of which the original intention 
of saving work became a subsidiary consideration 
if by taking out the full 100 per cent. a l·a.ilway 
compa.ny ascertained which ma.terials from their 
point of view would be the best to include in, and 
which materials should be eliminated from, the 
80 per cent. minimum. 

A..,tract B, (1) Locomotive,; (2) Carriag •• ; 
(3) Wag""', 

Abstract B is dealt with as a whole in arriving 
at the net amount, of Arrears (e.g., an e.xcess in 
WagoDB is deducted from arrears in Locomotives and 
Carriages), but separate- calculations are made for 
each section of the Abstract. to arrive at the allow
ance for increased coats of labour and materials. 
The method of arriving at the allowance is the 
sa.me for all three sections and they can therefore be 
treated as one and the ..\bst.ract dealt with 8B a unit. 
The principal items making up the expenditure 
cha~ged against the various headings in the three 
sectIOns of the abstract in the' control period are 
&8 foUows:_ 

(1) Salari .. 
(2) Wages of men employed on the 

renewal and repair of rolling 
stock ... ... ... . .. 

(3) Materials used in the renewal 
and repair of rolling stock ... 

(4) Renewals and repairs to joint 
stock by other railway com~ 
po.nies .. . 

{S) Now rolling stock purchased .. . 
{6) Rolling stock repaired by con~ 

tractors ... ... ... . .. 
(7) Wages of men employed on the 

renewal and repair of 
machinery and plant j on clean
ing wOl'bhops; attending to 
mach inery and other workshop 
ezpenses ... . •. 

(8) Materials used in the renewal 
and repair of machinery and 
plant and for other workshop 
m:penses; 8upplyof power, etc. 

£ 

(9) New plant, equipment and tools 
purchased for replacement 
purposes ... 

(10) Sundry debits 

Iless : 
(11) Credita for materials recovered 
(12) Sundry c,'edito 

Net cost of work done, 
being the commencing figure 
of the arrears formula 

.4.dd or lJeduct: 
Amount transferred to or 

from debit or credit of depre
ciation fund or suspense 
account ... 

Total of Abstract £ 

In the year 1913 very few railway .companies had 
their rolling stock repaired by contractors, and, 88 a 
rule, the large rp,ilway companies carried out all their 
renewals in their own shops. To meet the altered 
circumstances in the control period, a special adjust
ment is allowed for rolling stock renewed or repaired 
by contraotors, which, in ordinary circumstances, 
would }I,ave been built or repaired in the 
companies' own shops. This is one oircum
stance different from those in connection with 
Abstract A. There are also comparatively few 
men in the Conciliation Grades employed on Abstract 
B work; consequently, the war bonus in 1916- and 
1916, charged to the Special Account, instead of to 
Abstract. B, is comparatively trivial. As the bulk of 
the men employed on Abstract B work are skilled and 
semi-skilled men, the ratio of the war increases 
grp,nted to them will approximate to the ratio of the 
increases granted to the correeponding artisans, etc. J 

employed by contractors, although, owing to the fact 
that the wages to railway shopmen were below the 
relative district rates in 1913, the ratio of increase 
win, it is considered, be higher in the case of the rail
way shopmen than in the case of contractors' men. 
Taking everything into considera.tion) it is ,thought 
that, after deducting the special allowance in respect 
of contractors' pro1it and higher working expenses, and 
applying the percentage for increased costs arrived 
at on the basis of the wages paid to the railway shop~ 
men and materials used in the companies' shops on 
the repair a.nd renewal of roning stock to the balance of 
the amount paid to contractors for renewals J'nd re
pairs of rolling stock carried out by them, the 
railway companies are benefiting at the expense of 
the Government, although not to a very great extent. 

As in the case of Abstract A, only two of the items 
charged to A·bstract B, quoted on page 13, are taken 
as the basis for the calculation of the allowance for 
the increased cost of labour and materials, viz.:_ 

Wages of 'men mainly employed on the renewal 
and repair of rolling stock: 

M,.,teria1s mainly used in the renewal and repair 
of rolling stock. 

It is difficult to understand why the wages of men 
employed on workshop expenses should have been left 
out, because it would- have simplified matters con
siderably for the clerical sta.ff engaged on the calcu~ 
lation, and would have given a more a.ccurate result. 
There is also no obvious reJ'SOn for leaving out of the 
calculation the materials used in connection with 
workshop expenses in arriving at the 80 per cent. 
minimum referred to in the instructions, while all 
tha remarks in ree:ard to credita from materials r&
covered in connection with Abstract A apply with 
equal force to the oredits from materials recovered 
in connection with Abstract B and need not be 
repeated here. The application of the allowance for 
increased costs arrived at on the present basis to the 
items of II Salaries," II Renewals and Repairs of 
Joint Stock by other Rnilway Companies," ", Sundry 
Debits JJ and II Sundry Credits" is open to objection. 

The suggested remedy for (3), pages 11 to 13, 
quoted above, is to work out a correct co
efficient by taking aU factors which are at present 
omitted into consideration. 
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A rough approximation of the extra coat to the 
Government if these alterations afe not mfide is 
£14,000,000, arrived at as follows:-

The total actual e-xpenditure on Ab
stract A and B from 5th August, 
1914, to 31st December, 1919, is 
estimated by the Director-General 

£ 

of Finance and Statistics a'S 169,800,000 
The estimated actua.! expenditure 

for the remaining period of con
trol from 1st January, 1920, to 
15th August, 1921, i. 88 follow.:

Ye.r 1920 (same as 1919) ... 
Control period of 1921 

Total 

It has been estimated that the c0-
efficient for each control year 
under the present Arrears of 
Maintenance Instructions is over
stated by not less than 2 per cent. 

51,500,000 
28,700,000 

£250,000,000 

£ 

2 pel' cent of £250,000,000 '" 5,000,000 
.4.dd to bring this amount up 

to the value current when the 
work is executed, say... 9,000,000 

Total £14,000,000 

4. 
Total Expenditure by Railway Companies. 

There is no incentive to economy on the part of the 
railway companies, because their 1913 net receipts 
being guaranteed, any expenditure H above the line" 
falls on the Government; the latter has at the moment 
no efficient check on such expenditure. The im
portance of this will be realised when it is stated that 
on an approximate rough estimate of the total ex
penditure of the railway companies for the seven yeal's 
of control, viz., £1,200,000,000 even 5 per cent. gives 
£60,000,000. 

5. 
Stores Agreement. 

As the Ministry of Transport has, with the advice 
of the Rates Advisory Committee, increased both 
rates and fares with a view to meet the increased 
expenditure due to the economic conditions now 
prevailing, intluding the increased cost 0/ Stores, 
the railway companies do not appear to be entitled 
to receive from the Government a payment which 
will put them in the position of having at the end 
of the control period the same quantity of stores on 
hand as they had at 4th August, 1914, at pr&-war 
prices, especially as that will give them the additional 
advantage of being able to r~a.Iise the high market 
prices from the s8I'Viceabie and scrap materials to 
be recovered from their Way and Works when the 
low-price materials are used on Maintenance and 
Renewal. 

The suggested remedy is that a new arrangement 
should be made. The Stores arrangement was 
entered into in 1916 to meet the circumstances then 
ruling j as these circumstances have completely 
changed and the railway companies have a quid 
pro quo the Government may fairly claim that they 

l t.he J'ailway companies) sbould not be paid for the 
increase in the stores twice over. 

In any event the railway companies are not 
entitled to the enhanced value of the credita from 
l'ecovered materials corresponding to the quantity 
of s~ores on hand at pre-war prices. 

If the arrangement is revised as suggested above 
the saving to the Government is estimated by 
the Director-General of Finance and Statist.ica at 
£20,000,000. The enhanced value of the recovered 
materials over pr~war prices is- estimated at 
£5,000,000, arrived at a.s follows:-

The stock of ltores on hand of the 
14 principal railway companies 
in Great Britain at 31st 

£ 

December, 1913, wa.s ... 13,376,000 
The c,!rresponding stock of stores of 

the remaining railway com
panies is estimated as on~ninth 
of that figure 1,486,000 

14,862,000 

Say .. , 15,000,000 
Deduct cost of stores on hand with 

no residual value such as coal, 
oil, etc., say 50 per cent. 7,500,000 

Lea.ving cost of stores on hand 
which when used on Mainte
nance and Renewal Work will 
produce serviceable and scrap 
materials 7,600,000 

It is estimated that the pre-war 
value of the recovered materials 
would be .. ,... 2,500,000 

And that the value of similar 
materials at the end of the con-
trol period will be 7,500,000 

Being an enhanced value of £5,000,000 

If the stores arrangement is not revisf>d, as SU~
gested above, there are two further points to whi('h 
attention should be drawn:_ 

(1) Under present conditions, it would be profit
able to the railway companies to with
hold scrap from the market until the end 
of the control period, and either give the 
Government credit at low book val ups or 
not take such materials into their books 
at all 

(2) The railway companies can purchase n£lw 
matel'ials during the control period and 
charge them against the Governmput; 
but these materials may not necp.ssarily 
be used, and may he on hand at the end 
of the control period, although not 
included in the Book Stock. 

It seems deeirable, in such an event, that steps 
shoul~ be taken to ensure. a correct stock-taking of all 
materulls on hand at the end of the .Control period, 
SO that the Govel'nment may be satisfied that the 
basis figure of the Claim under the Stores arrang&
moot is reasonably. correct. 
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S.l"AT:otENT of Evidenoa 8ubmitt ed by Sir ALBERT WYON, 

I was appointed in May, 1916, to act on behalf of 
His Majesty's Government 88 Consulting Accountant 
in relation to the State Control of Railways, in suc
cession to my late senior partner Mr. J. Gurney 
Fowler who had been appointed to the office in Sep
tember: 1914, in conjunction with Sir William 
Plender. With the permission of the C.mmittee, 
I will defer my explanation of the duties attached 

·to my position until I come to speak of the means 
now being taken to safeguard the interests of the 
State in the assessment of claims under the agree-
ment with the railways. 

As I have indicated, my appointment dates from 
a period some time after the inception of control, and 
I have therefore no personal knowledge of the nego
tiations which resulted in the original agreement or 
the circumstancfls concerning the issue of the original 
Memorandum of Instructions, which has been treated 
as an authoritative code- of rules for the preparation 
of claims under the agreement. I find, however, that 
the Memorandum, which was prepared by II. committee 
of the accountants of the principal railway companies, 
was submitted in draft to my predecessor, and it is 
evident from the oarrespondence and from notes he 
has left that the proposed rules were carefully con~ 
sidered by him and discussed with, and approved by, 
the Board of Trade before they were finally issued. 

Subsequently as questions arose, or as amplifica~ 
tione of the- original instructions were needed as a 
consequence of the prolongation of the war, supple
mental Memoranda of Instructions were compiled. 
These memoranda were submitted to me, and as n 
rule to my col1eague Sir William Plender before they 
were issued with the approval of the Board of Trade 
or of the Ministry of Transport. 

The particulars concerning the agreement for the 
assessment of compensation payable to the railways 
passing under State control are set forth in the colM 
laction of papers entitled II Prineipal Letters and 
Documents relating to the General Railway Agree
ments." I have had the opportunity of looking 
through this collection of papers and know of DO 
document which I think could be usefuUy a.dded as 
throwing light on the subject of the general agree
ments between His Majesty's Government and the 
railway companies. 

The terms of compensation may be roughly sum
marised thus: The Government undertakes to make 
up to the railway companies any deficiency in net 
revenue on railway working (including auxiliary 
businesses) received by tbem per annum during con
trol as compared with their net revenue therefrom as 
set forth in the accounts they iseued to their share.
holders and filed with the Board of Trade for the 
year 1913. 

The guarantee operates with regard only to the 
revenue grouped under certain specified heads in the 
statutory form of accounts, viz.: the first seven items' 
in Aocount NQ. 8, which may be roughly said to com
prise the net receipts from railway working .. It does 
not cover certain general classes of revenue Buch as 
rents and interest, and leaves untouched the divi
dends and interest payable upon the companies' 
capital. It provides them with the same total of 
net receipts as appearing in their pu'blished a.coounts 
of 1913, and leaves each company to distri·bute the 
amount, together with any revenue from cI.asses of 
receipts unaffected by thE' guarantee, in accordance 
with the company's regulations. 

The standard taken was,88 I have indicated, the net 
revenue receipts under certaill hethis as shown by the 
published accounts of II 1913." There has never been 
any investigation into the accounh of that year with 
the object of ascertaining that the net receipts so 
shown represented the actual profit earned in 1913, as 
the guarantfle WnR Apparently int~mded to ensure to 
eac-h I"'Omn~l1V not necessarily the actual net profit of 
1913, hut rather the particular figure of net revenue 
SE't out in the published account of that yeAr. 

Each company is bound to prepare for each year of 
control an account of revenue receipts and expenses, 
and the difference between the net result of this 
account and the published figure of net receipts of 
1913 represents the compensation payable by the 
Government. 

It should be explained that owi.ng to the cessation 
of the Clearing House divisions of traffic and of cer
tain charges between the companies, the Revenue 
Accounts prepared during control do not necessarily 
represent the net revenue derived from the working 
of a pa.rticular undertaking. 

In one respect the right of a company to charge 
the Government with expenses properly incurred on 
revenue account under the agreed heads is limited, 
viz.: in respect of renewals of Permanent Way and 
Rolling Stock, which are limited (subject to certain 
. agreed variations) to the quantum of 1913. There 
is no agreement with the British railways limiting 
the charges for repairs a8 distingui~hed from renewals, 
and in this respect the arrangement with the British 
railways differs from that entered into with the Irish 
railways. 

The arrangements whereby the companies are perM 
mitted to charge the Government with Arrears of 
Maintenance and with Interest on Capital Works 
brought into use since the begir..ning of the basis 
year 1913 as set forth in the' documents before the 
Committeo are incidental to and do not modify the 
broad principle of the compensation agreement. 

Claims under these three heads, viz., CompensaM 
tion for Deficiency of Net Receipt", Arrears of Main
tenab(~e. and Interest on Capital Expenditure, have 
been and are being currently dealt with, but there are 
claims which, though they will ,uise as a result of 
the principles of compensation a.greed upon, cannot 
be dealt with until the termination of control, Buch 
as claims in respect of replacement of stores and for 
abnormal wear and tear, the result of special con
ditions of traffic during control not made good bE'fore 
the termination of control. There are also claims 
which have been deferred by agreement until the ter
mination of control in respect of deferred maintenance 
of assets other than those the maintenance of which 
is charged in the Revenue Abstracts, entitled II Main
tenance and Henewal of Way and Works," and 
II Maintenance .'l.nd Renewal of Rolling Stock," such 
as canals, docks, hal'bours and steamboats. 

There has bee'l no discussion yet with the com
panies as to the methods to be {onowed in formulating 
and assessing such claims, with the exception of the 
claims for replacem(lnt of stores, in respect of which 
an agreement has been arrive~ at (.Document No. 71). 

I am not in a position to expres.o any useful opinion 
with regard to the possible extent of the outstanding 
liabilities of the State under the agreements. The 
amount of the claims under the guarantee of net 
receipts will be nffected on the one hand by the in
creased cost of working resulting from increased rates 
of wages paid and increased cost of materials used. 
and on the other hand by the additional receipts 
which may be expected to result. from the increases 
in passenger fares and goods rates. The claims for 
Arrears of Maintenance unexecuted at the close of 
control and for replacement of stores cannot be esti
mated until the close of control and until -the 
principles on which the cost of executing such ar .. ear~ 
shan be assessed have been formulated and agreed 

I am also not able to express any opinion as to the 
amount of any claim that may be made for the cost 
of making good abnormal wear and tear not made 
good at the end of control. and indeed until the 
principles upon which claims under this head have 
been discuBSfld and settled it does not seem possible to 
form any trustworthy forecast of the liability. 

I wiJI now describe thE' system of audit and 
(·xamination of the claims made by the companies 
under the compensation arrangements which has been 
a.r1opted with the object of safeguarding the jnterests 
of the Stat •. 
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The Railway Executive Committee was formed at 
the outbreak of war and consisted of the general 
ma.nagers of twelve of the principal railway com~ 
panies with the President of the Board of Trade as 
chairman. This Committee appointed a Sub-Com
mittee of Accountants consisting of the chief 
accountants of the companies represented on the 
F.xecutive Committee. This Sub-Committee was 
charged with the duty of examining and reporting 
upon claims made under the Compensation Agree
ment. 

To enable them to discharge this duty the 
Accountants' Sub-Committee apportioned the work 
of investigation among members of their body, the 
claim of each company being referred in the first 
instance to a member unconnected with the claimant 
company. 

The companies' claims are drawn up in a form 
prescribed by the Railway Executive Committee and 
approved by the Board of Trade. They are signed 
on behalf of each company by the chief accountant, 
and in the case of the claims for guarantee of net 
receipts (but not in the case of claims for arrears of 
maintenance and interest on capital expenditure) 
must be verified by certificate of the company's own 
auditors in the following prescribed form: U We have 
examined the accounts attached, and compared them 
with the books and vouchers of the company. We 
certify that they are correct, and that they have been 
plepared strictly in accordance with the Memorandum 
of Instructions issued by the Railway Executive Com
mittee. with the approval of His Majesty's Govem
mE-nt." 

The actua.! work of investigation of these claims is 
conducted by two members of the staff of the 
nominated accountant, who are known 88 the 
iuvestigators, and consists of an examination of the 
accounts submitted by the claimant company with the 
books and records of that company. 

,The report of the investigators is compiled under 
thp supervision of the accountant from whose staff 
they are drawn, and consists of replies to a number 
01 questions and the furnishing of specific information 
according to a form prepared by the Accountants' 
Bubo-Committee. In addition the investigators are 
authorised and required to include in their report 
any relevant information which may not fall within 
the scope of the prescribed questions. 

These reports are signed by the investigating 
accountant and the two investigators, and remitted 
t.o" the Accountants' Bub-Committee with the account 
prepared by the company setting forth ita claim. 

'l'he claims are examined by the Accountants' Sub-
Committee with the aid of the Investigators' reports, 
and their decisions upon any questions raised in those 
reports are recorded in their minutes. As the result 
of theBe decisions a number of amendments have been 
made in the claims submitted. In the event of a com· 
pany declining to accept a decision of the Account-
ants' Su"b-Committee a Teference is made to the Com
pensation Accounts Sub-Committee, consisting of two 
members of the Railway Executive Committee (now 
the standing Committee of Ge~erBI Managers) and 
members of the Accountants' Sub-Committee and the 
company is called upon to state its case. The 
decisions of this Sub-Committee are" recorded by 
Minute. 

Eventually the claims together with the 
Investigators' reports and copies of the Minut.es of 
any decisions come to by the two Bubo-CommIttees 
referred to are remitted to the Consulting 
Accountant. 

The duties of the Consulting Accounta.nt are set 
forth in the following letter from the Board of Trade 
to tbe late Mr. Gurney Fowler;-

7th December. ·1914. 

Sir, d t 
t I I am directed by the Board of Trade to aver 

H to the arrangement which, as announced in the 
H Press has been made by His Majesty's Govern
(t meni' with the Railway Executive Committee 
It for the pa.yment of compensation duri.ng the 
H period for which railways in Great BritaIn have 
" been taken over by the State. 

If That arrangement is, brieRy, that the 
U "aggregate net receipts during the period of ~be 
"railways concerned are to be compared With 

U a similar aggregate for the corresponding period 
c, of the previous year and that the aecertained 
If deficiency is to be the amount of compensation 
II due, subject, however, to the following proviso, 
" viz. : -That, if the aggregate net reoeipts for the 
"first half of the year 1914 are lese than the 
"aggregate net receipts for the first half of the 
H year 1913, the ascertained defi'Diency ia to be 
H reduced in 8 like proportion. 

It The question, therefore, arisee ae to the eeops 
" of the examination to which the accounts of the 
"companies should be subjected on behalf of His 
U Majesty's Government before payment is made. 

If The accounte of all railway companies Brc 
If believed to be at present subject to a complete 
H and detailed audit which is entirely independent 
"of the management of the companies, and 
" arangements will be made under which the state
H ments on which the Exchequer payments are to 
"be claimtld will be examined and certified by 
II these independent auditors. 

(C Having regard to the position and standing of 
H the companies and to this check, the Board are of 
" opinion that payment CBn properly be made upon 
U such certificates 8ubject to a general scrutiny on 
"behalf of His Majesty's Government of the 
t C character referred to below. 

"The procedure which is contemplated is that 
II in the first place the companies themselv~ should 
"prepare drafts of certain Instructions and 
If Schedules for the preparation of the Accounts 
U on lines already indicated to them. When corn
u pleted these drafts will be submitted to the 
U Government in order that they may be criticised 
"and (if necessary) modified by the Board uf 
U Trade---who will at this stage consult the expert 
U selected to scrutinise the Accounta, and by the 
H Treasury. The Instructions, etc., will then be 
H fj,nally settled and issued through the companies 
u to their Accountants who will prepare the 
U Accounts on the lines thus laid down. When 
CI this has been done, the Accounts will in due 
" course be audited by the professional audit!lrs IJf 
"the companies, and they will th~n be submitted 
II to the Board of Trade with a VIew to the final 
"payment of compensation. . (The question of 
" interim payments on account IS a separate matter 
" which need not now be considered), 

"Before being Dnally passed for payment" ~he 
H certified claims will be referred to a consultmp; 
" accountant whose duty it will be to satisfy him
"self that the principles laid down in the 
H memorandum have been duly observed and 
;C generally to secure proper consideration of the 
H methods adopted, more particula.rly in regard. to 
It such matters 88 depreciation and the allocatIon 
II of charges between Revenue Account and Capital 
II Account. 

H The Board contemplate that the Consulting 
II Accountant, while relying in the ~ain on the 
H certificates of the prof888ional A~dlto~8 of ,the 
II companies, a.nd conducting, detade~ I!lVestlga,.. 
H tions only if and when questlonll arise In course 
II of his examination which may appear to make 
II such investigation necessary, should ~ general~y 
II responsible .for seeing that the claims are In 
U order. 

" It is proposed that the Consulting Accountant 
"should receive an inclusive fee of nV,e hundred 
H guineas for such period" not exceedmg twelve 
If months as the present arranllemen~s may con· 
U tinue. Such fee woul(J cover aU OrdlDary out--of
" pocket expenses (which are not expected to .be 
"consider8lble) apart from t tho~ of !pecl~l 
H t investigatio .... s on detailed audits) which If 
" I required would be Reparately arranged for,' 

U The Board would be glad if yon would accept 
U the position of Consulting Accountant on these 
II terms. 

II As already indicated, it is nat inte~de~ that 
fC vou should conduct a complete re-exa~1DatJon of 
II ~n the accounts, but it woul~ be des,nable that 
U you should satisfy yourself pruna fa~1t that the 
U Instructions, etc" have been duly carried out, and 
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U certain points such as the treatment of depre
., ciation and maintenance, transfers to and from 
"special funds, withdrawals of stock, and the 
U allocation of charges for the month of August 
(I would require special attention. The 
II correspondence between the Government and the 
H companies giving further details would, of 

. If course, be placed at your disposal. 
U Sir William Plender would be willing to act 

" with yon in regard to the accounts of the com
U paoies to which Messrs. Price, Waterhouse and 
" Company act as Auditors." 

I ami Sir" 
Your obedient Servant, 

(Signed) W. F. MARWOOD. 

My examin6tion of the clailll8 has been based upon 
the documents submitted to me, and has been coo
ducted by correspondence and by interV'iews either 
with the Accountants' Sub-Committee or with the 
companieS themselves (except in a few cases of 
9pecial difficulty, where I have through my repre
Inmtativ98 myself made an examination of the oom
pa.ny'a records). 

A great variety and number of -points have -been 
brought before me involving a very voluminous body 
of correspondence. and I have also occasionally found 
it necessary to raise points not specifically referred 
to jn the documents fur!lished to me. 

o As the result of the investigations of the Account
ants' Sub-Committee and my awn subsequent en
quiries the companies have in a number of cases 
been required to amend their claims. 

In the great majority of instances the companies 
have eventually acquiesced in my decisions, in a. few 
cases a compromise (which in all cases of importance 
has had the specific approval 9f the Board of Trade) 

has been effected, and there remain outstanding a 
relatively small number of disputed claims which may 
be referred for settlement to the Railway and Canal 
Commissionere. 

My colleague and myself are naw oonsidering, with 
the Ministry of Transport, a number of questions 
which have arisen in connection with claims now 
uuder examination . 

Since the formation of the Ministry of Transport 
members of their accountancy staff have accom'Panied 
the investigators in their investigations and ha.ve 
attended the meetings of the Aocountants' Sub
Committee. 

I have formed a high opinion of the skill and im
partiality with which the Accountants' Sub-Com
mittee and the Investigators have fulfilled ilie im
portant duties devolving upon them. 

Throughout the period of my appointment the 
Comptroller and Auditor-General has exercised a 
general supervhtion over my audit of the compa.nies' 
claims. 

He has, by bis representa.tive, attended from time 
to ~time at my office, and examined a. num-ber of 
accounts and the relative papers and correspondence. 
His representative has put questions with the view 
of acquainting the Comptroller and Auditor-General 
with the methods adopted for checking the companies' 
claims, and has expressed himself as 6a.tisfied with 
the information given to him. 

In these observations, which I submit for the COD

sideration of the Committee. I have purposely avoided 
any reference to details of the 81aims which ha.ve been 
or may be made by the railway companies, under 
their agreements wit.h the Government, as any prema
ture expression of opinion on my part might con
ceiva.bly prejudice the amicable and equitable settle
ment of such claims. 
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Submitted by Sir ALBBRT WYON. 

COPIES 0.. CERTAIN DOCUMENTS Rlu.A.TlNG TO 'IDE MBMOBANDUIl OF INSTRUCTIONS (BLUE BOOK). 

(Vide Que.ti01l8 3568-3569 in Minuta of Evid.nCll, and Appendix I, Section III.) 

(1) Letter from Boa.rd of Trade (Railway Depart- ahall be distributed among the railway oompanies 
ment) to the late l\-Ir. J. Gurney Fowler, dated in proportion to the net receipts of each company 
18th December, 1914. during the period with which comparison is made. 

(2) Copy of Draft Memorandum enclosed with (1). 
(3) Reply by Mr. Gurney Fowl~r to (I), dated 22nd 

December, 1914. 
(4) Reply by Board of Trade (Railway Department) 

to (3). 
(5) :Memorandum prepared by Mr. J. Gurney Fowler 

on the draft l\lemorandum, with mQ,rginal 
notes of a discussion thereon at the Board of 
Trade on 31st December, 1914. 

(6) Letter from Board of Trade referring to a point 
discuRsed with Mr. J. Gurney Fowler on the 
31st December, 1914. 

(7) Enclosure to (6). 
(8) Acknowledgment of (6). 

SIR, 

(1) 
Boa.rd of Trade 

(Railway Department), 
7, Whitehall Gardens, 

London, S.W. 
18th, December, 1914. 

'Vith reference to your letter of the 8th December. 
in regard to your appointment as Consulting 
Accountant in connection with the railway companie..'4 
whose undertakings have been taken over by the 
State, I am directed by the Board of Trnde to 
transmit~ for your consideration Dud observations, 
the enclosed copies ot a draft Memoranwm of 
Instructions to Railway Companies for. the prepara
tion of their accounts which has been forwarded to 
this department for approval by the Railwa.y 
Executive Committee. . 

I am to add that the Committee desire that thi. 
approval may be given as early as. possible in order 
that no time may be lost in advising the various 
companies conoorned. 

I am, 
Sir, 

Your obedient Servant, 
(Signed) GARNHAH Rop"". 

J. Gurney Fowler, Esq., F.C.A., 
Gresham College, 

Basinghall Street, E.C. 

(2) 
RAILWAY EXEOUTIVE CoMMITTEE. 

STATE CONTROL OJ' RAn.WAYS. 

DBAJ'T MEMORANDUM OF INSTRUCrJONB TO RAILWAY 
COMPANIES FOR THE PREPARATION OJ' THE 
ACCOUNTS TO BE PRESENTED BY EAOH CoNTROLLBD 
COllPANY TO ARRIVE AT THE A1.r:OUNT OJ!' COM
PENSATION PAYABLE BY HIS MAJESTY'S GoVEBN

KENT. 

Agreement with Bailway Oompanie •. 
1. His Majesty's Governmen~ ha.ve agreed with 

the railway companies c.oncerned as follows:-
U To ascertain the compensa.tion pa.yable, the 

aggregate net receipts of all the' railways taken 
over during the period for which they are 
taken over shall be compared with a similar 
aggregate for the corresponding period of the 
previous year. The ascertained deficiency shall 
b9 the amount of compensation due. Provided 
that if the aggregate net receipts for the first 
half of the year 1914 are less than the aggre
ga te net receipts for the first half of the 
year 1913, the ascertained ·deficiency shall 
be reduced in the like proportion. Any 
question as to the amount of the deficiency 
shall, in default of agreement, be determined 
by the Railway and Canal Commission." 

This sum so pa.yable as cornpen~at.ion. together 
with the net receipts of the railwaYf taken over, 

·Deji-nition 01 net receipt.. 
2. For the purposes of this agreement, net receipts 

shall be taken to meRn the net receipts covend by 
the first seven items in Account No. 8 of the First 
Schedule to the Railway Companie! (Accounts and 
Returns) Act, 1911, and miscellaneous receipts (net) 
in that account shall not be included. . 

R.~ ... ". Account trom 5th A ugulf, 1914. 
3. For the period subsequent to the 4th August, 

1914, each controlled company must compile an 
account of the gross revenue accrued during the 
control period. 

,'JeruQf1, Tickd •. 
(a.) Season ticket receipts to be brought to account 

by each company in a similar manner to that 
adopted in 1913, i.e., whether upon Il cash balis, or 
apjmrtioned over the period of validity. 

Maib. 
(b) The sums received for the conveyance of mail'9 

for the quaTter ended 30th September, 1914, to be 
apportioned between the two periods J namely:-

(1) 1st July to 4th August, 
(2) 5th August to 30th September, 

on the basis of the Dumber of days in each, namely. 
35 and 57 respectively. 

Parcel Po.t Receipt .•• 
(c) Parcel post receipts for the quarter anded 30th 

September, 1914, to be divided as under:-
(1) Fm- the Im'iod 1at J1111/ to 4th A.ug,ut, 1914. 

(a) Actual figure for the period to bE' ascertained 
from the Postmaster-General. 

(b) The amount so arrived at to be apportioned 
between the British and Irish Pools in the 
8ame proportion. as is shown in the settle. 
ment for tbe half-ye,,, ended 31st 
December, 1913. 

(c) The amount so attributed to the British 
companies to be divided between the com
panies in the same pl"oportioDs as are 
shown by the settlement for the halfwyear 
ended 31st December, 1913. 

(2) For the period 5th .4 ... gust to 30th September, 
1914. 

(a) The baJance of the receipt-p fer the quarter 
to be apportioned between the British and 
Irish Pools in the same proportion as i8 
shown in the settlement for the half-year 

, ended 31st December, 1913. 
(b) The amount 80 attributed to the British 

companies to be divided between the com
panies in the same proportions as are 
shown by the settlement for the haH-year 
ended 31st December, 1913. 

lJud Debt.. 
(d) .Bad debts in respect of traffic originating prior 

to 5th August, 1914 (whether for conveyance, dem~r. 
l'age, cartage, &c.), to be borne by the compaDl88 
concerned irrespective of the date at which the debts 
are ascertained to be irrecoverable. On the other 
hand, bad debts in respect of traffic dealt with during 
the period of Government control to be borne by the 
Government. A valuation to be included of the 
Ile+ loss of all bad debts DOt finally disposed of during 
tho control period. 

If a reserve is made in 1914 for bad aDd doubtful 
debts, &c., such reserve should not .as a rule exceed 
the proportion which the charge in 1913 bore to the 
out&tandings at the cloae of that ye81'. 
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P1"o'll'i3iona lor 6.dimaled Rev8nus Liabi14liea. 
(e) Subje-ct to the operation of Instruction No. 32, 

sm'pending during the period of control divisions 
bf'tween companies of through traffic in which DO non~ 
controHed company is int:erested, each company, in 
df'termining the amoun t of revenue fof' the control 
pAriod, must follow strictly the method which regu
lated the preparation of the accounts. in 1913, and 
provisions to be made should be proportionate to the 
S11m'S Dt>Ces.qnry for the hnJf·year ended 31st December, 
1913. 

E3'pt'flditure from 5th Au,gust, 191Q. 

4. The expenditure chargeable for the control 
period must be ascertained as far as it is pos&ible to 
do so, with the proviso that the amount charged for 
the renewal of permanent way and rolling stock is not 
to exceed the amount included in the corresponding 
period of 1913, ezcept under special circumstances 
such as additions to the length of line ofl!ned, addi
tions to rolling stock in service, or by an increase in 
the co~t of renewal work carried out_ during the 
period resulting from incren.aed price of labour and 
material!. 

. 4pfJortionment 01 SlI,-ndry'ltem, oj Ezpenaiture. 
(a) The fonowing charges for the half-yeM' ending 

31st Df'cember, 1914, to be apportioned· to the 
control and non-controJ periods in proportion to the 
Dumber of daYB in each such period:-

Clothing (all Expenditure Abstracts an d State
ments). 

General Chargee-Abstract E. 
Rates and Taxes (aU Expenditure Abstracts and 

Statements). 
Law Cha..rges. 
Parliamentary Expensea. 

Claims lor Oompensation-Goods a.nd Parcel. Traffic. 
(b) Claims' of aU descriptions in reJpect of goode 

and parcels traffic originating prior to the 5th 
August, 1914, to be. borne by the compauiea con
cerned irrespective of the date at which such claims 
are settled. 

On the other hand, claims of aU descriptions in 
respect of similar traffic dealt with during the period 
of Government control to be borne by the GoverD~ 
ment. A valuation to be included of claims out
standing at the end of the control period. 

Provisions lOT estimated Expenditure ¥abilifi.,. 
(c) In determining the amount of revenue ex

penditure for the control period, each company must 
follow strictly the method which regulated the pre
I-Rl'otion of the accounts in 1913, and provisions to 
be made should be proportionate to the sums naces
snry for the half~year ended 31st December. 1913. 
Particularly should this principle be observed in 
setting up reserves for depreciation or provisioDa 
for maintenance of locomotives, carriages and 
wagons, permanent '!ay, ,bridges, stations, &c. 

Stores Stocks. 

(d) If stocks of stores were not physically taken 
and inventoried on ,the 4th August, 1914, a book 
fip;ure as shown by - the Stores Stock Ledgers to 
be used as evidence of the accuracy of the coat of 
stores and materials charged as having been used for 
revenue purposes, subject to correction where neces
sary if an intermediate stocktaking disclosed that 
issue prices did not correspond with cost. ' The 
measure of withdraw.ala from stores in advance of 
actual use should be equal at the beginning and end 
of the control period. 

A.rrear. 01' Maintenat'lce Work. 

(e) A statement to be prepared at the end of the 
control period of th~ amounts not included in the 
acco~n.ts prepa.red Currently for the purpose of 
obtaining payments OIl-BCCount of compensation in 
respect of arrears of normal maintenance ~ork 
deferred during the control perio~ 

32U4ti 

I-'ubli:therl Arcuunh 1m' 1913. 

5. The net reeeipt8 (as defined} of eaoh compa.ny 
appeari·ng in the published. accounts for the year 1913 
must. be used. in arriving a:b "net receipts" for- the 
corresponding period '" control, and for the firKt six 
months of that year respectively. 

'Net Receipts /()T Hal/-year ended ])ecember 31st, 
1913. 

6. Method of arriving at the net receipts (al 
defined) for the haH-year ended 31st December, 1913, 
to be as follows:-

Take the figure of net receipts (as defined) 
for year 1913 as per printed accounts and 
deduct therefrom the net receipts of J
.10int :Lines, as per Account No. 10. This 
will give the net recepits of the company 
(n. defined) for the year 1913 

From this mulft be deducted the net receipts 
(as defined., of half-year ended 30th June, 
1913, adjusted as nnder :-

Deduct the amount of net receipts 
of J-Joint Lines, included in 
Account No. 10 ... 

A dd the amount included. in 
respect of charges for complete 
renewals of permanent way and 
rolling stock and pro-visiolls 
th ..... for (Ab.tracts A, B (1), (2). 
and (3» ... ... ... . .. 

Deduct one-.half of the amount 
shown in the printed accounts 
for the year 1913 for cO-mplete 
renewals of permanent way and 
rolling tltock and provisions 
therefor (AIl.tract, A, B (1), (2) 
and (3» ... £ 

£ 

This will give the net receipts of the com~ 
pany (as defined) for the half-year ended 
December 31st, 1913... ... ... . .. £} 

£ 

Net receipt. lor corresponding Oontrol Period in 
1913. 

7. Division of net receipts for half·year to 31st 
Deeembel', 1913, between corresponding control and 
nOD~nt1'ol periods to be arrived at as follows:-

U Net receipts" (88 defined) for the corr&
sponding control period. in 1913 to be arrived at 
bj a.pportioning the net receipts of the. half-year 
ended 31st December, 1913, on the basis of the 
ratio the total traffic reoeipts (Statement No. 10) 
for such corresponding period bea rs to the total 
traffic receipts for that half-year. . 

Division oj GTo.~ Bail.wuv Tral/ic Receipts lor A'I.£Qwt, 
1913. 

8. Having regard to the varying conditions of the 
holiday traffics of the companies, it is not practieable 
to devise a uniform method of dividing the total 
traffic, receipts of the month' of August, 1913, 
between the corresponding -control and non-contro1 
periods. Each company therefore to make such -divi~ 
si~n in the ~anner which will, in their opinion, 
faIrly_ apportIon the total traffic receipts of that, 
month to 8uch periods, provided that' 27/92nds of 
the amounts received for' the conveyance of mails 
and parcel post for the quarter 'ended 30th 
Sepwmber, 1913, be apportioned to the period 5th 
to 31st August. ' 

'fr~/er. lor Reserves. 

9. If transfers from impersonal. accoul)ta were made 
in 1913 for the purpose, for- eX8Qlple, of increasing 
the provisions or reserves for bad and doubtful debts; 
renewals, peDsioDs and provident funds, and such 
transfers were taken from accounts in credit created 
in earlier years and not required for the objects and 
purposes for which they were created, 8uch transfers 
ahould not be allowed to affect the net receipts of 
the two yearl for eomparative purposes. 



3 DEPARTMENTAL COMMITTEE ON RAILWAY AGREEMENTS. 

Not Receipt. tor HaJt-!leO!l' ."ded 30th June, 1914. 
10. In giving effect to the proviso in the agreement 

with the Government that in the event of the aggre
gate net receipts far' half-year ended 30th June 
1914, being less than for the corresponding period of 
1913, the aggregate compensation payable by the 
Government shall be proportionately reduced the 
net receipts for the half-year ended 30th June '1914. 
to be adjusted by adding thereto the a~ounts 
charged in respect of renewals of permanent way and 
rolling stock for that period, and deducting therp._ 
from one h..\l£ of the total charges under those headq 
for the year 1914. 

Interim accounts for the half-year ended 30th June. 
1914, must be co.refully reviewed with the view to 
their revision, if necessary, in order to ensure that 
they shall be prepared, for tM purpose of the claim 
for compensation, on the same basis as the net 
receipts for the half-year ended 30th June, 1913. 

F01'1M of Accounts tor Control Period. 
11. The accounts for the period of Government 

control in 1914 to be prepared in the same form and 
with the same detail as are required by the Statutory 
Form of Financial Accounts, 80 far as such form 
denls with, the Revenne Statements and Abstractll 
preceding the heading II Miscellaneous Receipts 
(Net) " in Account No.8, but omitting the Receipts 
and }41xpenditure of J-Joint JAne.1iI appearing in 
Statement No. 10 (Receipts and Expenditure· in 

respect of Railway 'Vorking). The expenditure in
curred in U Watching, Patrolling, etc.," and" Pay
ments to Families of Re6ervista, etc.," to be :shown 
as separate items in Statement No. 10, after the 
item "Running Powers," and included in." Total 
Traffic Expenditure." 

Statements aa to ReuT"el. 
12. Tho accOunts to he submitted to the Board of 

Trade in support of the claim for co~pensation to he 
accompanied by Statements, ill the form appended 
hereto, giving the particulars of nil 8uma (a) pr().. 
vided ou.t of,· and (b) credited to, Revenue, which 
afl'ected the reserves of the company for the years 
1913 and 1914. 

Certificate;. 
13. The accounts 8S submitted to the Board of 

Trade ahould have a certificate attached signed by the 
chief. accountant, and by the auditors or the pro
f-essiona.l accountants of each railway company, 
somewhat on the following lines:-

We have examined the accounts attached with 
the books and vouchers of the company,. and we 
certify to their correctness, and that they have 
been prepared strictly in accordance with the 
agreement entered into with His Majesty's 
Government and with the Memorandum dated 

1914, i88ued by the Committee of 
Chief Accountants . 

........................... H ................... RA.ILWAY COMPANY. 

GOVERNMENT CONTROL OF RAILWA.YS. 

COMPENSATION PAYABLE UNDER THE AGREEMENT MADE BETWEEN THE GOVERNMENT AND RAILWAY COMPANIBB 

UNDER THE PROVISIONS Olf THE REGULATION OF THE FORCES ACT, 1871. 

Stat~ment SllOl.Ding the tramaction8 in the R~StWV~8. and Suspense Accounl.s 0/ the Co-mpa1lY which affecufl tile Rw~~1U of 

the yoar. 1913 and 1914. 

( Vide olause 12 of Memorandum of Instructions.) 

1918. 1914. 
Basis on which 

Title of A.ccount. amount provided bu 
Amount Amount Amonnt Amount I been calCUlated: 
provided. exponded. provided. exponded, 

--~-
-~ -_.- ------ ---- ~~- -- -_._------

Depreciation .nd Suspense 
Accounts, e..g. :-

Permanent way ... ... 
Stations ... . .. ... 
Bridges ... ... .. 
Signal. . •• . .. . .. 
Ballast w.gon. ... 
Locomotives· ... 
Locomotive machinery ... 
Carriages ••• • •• . .. 
Carriage machinery ... I 
Wagons ... ... . .. 

! Wagon machinery ... ... I 
Locomotive Coal, etc., 

i 
w8gon~. 

i Hydr.uli ..... ... ... 
Steamboats ... ... I 
Docks ... . .. 

light 
I 

Electric power .nd I pl.nt. 
Electrical machinery 

, 
'" I Etc., etc., etc. ... • •• I 

Reserve for bad and doubt· I 
ful debt.. : 

--
--~--.-----.-
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(3) 
22nd December, 1914. 

The Assistant Secretary 
(Railway Department), 

Board of Trade, 
7, Whitehall Gardens, S.W. 

Dear Sir, 
R. 13676. 

I am in receipt of your letter of tlte 18th instant 
('Inclosing two copies of the draft memorandum of 
instructions to railway companies for the preparation 
of their nccoun.t.c;, framed by the Railway Executive 
Committee. • 

I have carefully perused the same, and, 80 fa.r as 
I can form an opinion at the present stage, the 
instructions seem to me to meet all the points which 
:ll"1::' likely to aris8. 

I judge from Clause 6 thereof that the Joi'nt Lines 
therein rE'oferred to will be trea.ted as separate undel'~ 
takings. 

I would point out that in paragraph 13 it .might 
be read that the certificate baa to be signed. by ol1e 
of three persons, viz., the chief accountant, the 
:lUditors, or the professional accountants, whereas I 
h('lieve it is the intention thnt the certificat,e 9ho11h1 
hI" signed by the chief accountant and cOllnter~igned 
by the aJlditors or professional acconntant!! of the 
:"'ompany. 

SiT, 

YOUfS fnithfull~', 
(Sig.ned) J. GURNEY FOWI,RR. 

(4) 

Board of Trade 
(Railway Department~ 

7, Whitehall Gardens, 
London, S.W. 

2~t1i December, 1914. 

Referring to your letter of the 22nd December, 
Tespecting the draft memorandum of instructions to .. 
i'ailway companies for the pre para tion of theil' 
11ccounts under the Agreement with His Majesty'!'; 
Government, I am directed by the Board of Trade 
to state that they note that all amendment is neces
sary in Clause 13 of the memorandum" with respect 
to the signing of the cE:wtificate tp bf' attachE'd to the 
accounts. _ 

I am to add that, as you assume, Joint Committees 
whose accounts are included in Abstract .J_ ill the 
~t,ntl1tory form will present s~parate accounts. 

I am, Sir, . 
Your obedient Servant, 

(Signed) W. F. MARWOOD. 

J. Gurney Fowler, Esq., F.e.A., 
Gresham Collep;e, 

Basinf!;hall Street," FtC. 

(5) 

·Note by Sir A. Lowes Ihckin~o1l. 
Discuur-d by J. G. F. with lIfarwood 01 Boa1'd 

01 Trade, 31st J)erem'Jer, 1914, and ,'e&ult 
noted in mtlrgin.) 

.Draft. 
RAILWAY COMPENS~TIO~ COMMITTEE. 

State Oo.ntrol 01 Railway,. 
CoKKBNTS upon Draft Memorandum o.f Instructions 

to Railway Companies for the preparation of the 
accounts to be presented by each controlled com
pany to arrive at the amount of compensation 
payable by Bi!l Majesty's Government. 

Agreement with RailwaV Oompani.e •. 
The agreement is not quite c1ear in the following 

respect. It provides that if the aggregate net re
~ipts for the first half of the year 1914 are les.", than 
the aggregate net receipts for the first half of the year 
1913, the ascertained. deficiency (being the amount hy 
which the aggreJl:ate net receipts during the controlled 
period faIJ short of the aggregate net receipts during 
the corresponding period of the preceding year) shall 
be reduce8 in the 11ke prop&rtiqn. Thel'6 appears to 
be some doubt 3S to the manner in which tbis reduc~ 
tion is to be rnad0,' TakE" tht" fonowing pxnmple:-

!l204R 

Aggregate net receipts from 5th August to 
31st December, 1913, say, .. 

Aggregate net receipts from 5th August to 
31st December, 1914, say ... 

Ascertained deficiency 

Aggregate net receipts Janunry to June, 

1,000,000 

750,000 

250,000 

1913 1.000,000 
Aggregate net rE'rE'ipt~ .Jnnllary to Junt', 

1914 900,000 

Foiling off = 10 per cent. 100,000 
On the strict reading of the agreement the ascer~ 

billed deficiency of £250,000 ·would be reduced in 
like proportion to the falling off in respect of 
£1.000,000, i.e., 10 per cent., and the amount of 
('ompel1sation due would thE'll'efol'e bp, £250,000 less 
10 per oent. ='£225,000. On the other hand, in equit.y 
it should be reasoned that if the net receipts from 
January to June, 1914, have shown a fa.lling off of 
10 per cent. as compared with those from January 
to June, 1913, the net reooipts in the controlled period. 
from 5th August to 31st December, 1914, might al&o 
have bepn expected to show a reduction of 10 per cent. 
.~l'l compared with the corre"ponding period of 1913. 
If, therefore, the n~regnte net receipts from 
5th August to 316t December, 1913, are £1,000,000, 
lhe expf'Cted amount from 5tb August to 31st 
Dt>Cember, 1914, would be ... .£900,000' 
The actual receiptR fOf this latter period 

being ... £750,000 
The compensation due would be £150,000 
instead of the amount determined above on the pro
portion basis of £225,000, in other words, a strict 
interpretation of the wording of the agreement, II the 
ascertained deficiency shall be reduced in the like 
proportion," would give to the railroad companies in 
the assumed caAe n sum of £75,000, or 50 per cent. 
in excess of what would appear to be just. To take 
nn extreme case, if the rt"duction shown by a com·· 
parison of the two January to June periods and the 
two August to December periods were exactly the 
!'lame proportio'l, say 20 per cent. in both cases, on 
the firr.t method the compensation due would be the 
nctual deficiency less 20 per cent.) while on the second 
method -there would be no compensation due at ull 
for the reason that tbe aggregate net receipts had 
sllOwn no falling off other than what might have been 
expected from a consideration of the results from 
J~nuary to June,. 1914, as compared with the Same 
period in 1913. 

Rad Debt.. 

Nothing to 
be done. 
J.G.F. 

It may quite well happen that debts arIslDg out .Agt'ttd by 
of traffic originating in the control period, which at Railway', 
the end of that period when the accounts of the their oWli 
Government are settled, may appear to be good, may suggeation. 
subsequently be found to be bad, while on the other 
haud the memorandum provides that all bad debts 
in respect of traffic ori~inating prior to the control 
period at whatever date' the same may be found to 
be bad, are to be borne by the compan·ies, and not 
treated as an expense of the control period. This 
condition might operate somewhat unfairly as against 
the railroads unlese they are allowed: at t,he end of 
the control period to provide a general reserve u'pan 
the debts incurred during the control period based 
upon normal experience in the past. Even then, 
moreover, debts in respect of traffic originating during 
the control period mip:ht become had after the rontrol 
period by reason of war conditions, to n.n extent 
Jlreater than the normal, and in such -cases under 
the provisions of the meJ!1orandum it would appear 
that this los!; must be borne hy the companieli. . 

P..r.pf'.Mitu'I·f'./t for R,mf'.1l'al 01 Permantnt Woy find 
Rolling Rtotk. 

Tbe memorandum provides tbat II the amount 
charged for the renewal of pf!rmanent way and rolling 
stock is not to exceed the amount included' in 'the 
corresponding period of 1913, except under special 
circumstances as additions to the length of line open, 
additions to rolling stock in lIervioe or by ~ jncrease 
in the cost of renewal work carried out during the 

(! 2 
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period resulting from increased price of labour and 
materiIlJs.' , 

One of the most important factors in the determina.~ 
tiOll of the proper chargeB for renewals is the amount 
of uee to which the permanent way and rolling stock 
has been subjected, the usual measure of such use 
being engine or train miles or both. In determining, 
therefore, the proper charge to be made in the 
accounts, it would seem that the number t)f train 

Agree, b1~1 miles in the control period, 8S compared with the 
dQu~bIJll~ if corresponding period in the preceding year, should be 
tram mdeage taken into account 8S onB of the factors which might 
kept. justify an inorease in t.he amount of such charges, or 

A8 above. 

might require a decrease if the .train mileage should 
happen to have been reduced. If the train mileage 
durinp; the control period should have been very 
materially increased there can be no douht that 
increased renewal charges i~ respect of !ihis period 
must eventually be necessary, even if such charges 
have not been incurred during that period, and in 
such a case it would se8m i'1 justice to the railroads 
that they should he permitted to make r.eserves for 
the deferred cost of maintenance appertaining to the 
larjl;er traffic carried. 

1'1'01.';sions for Estimated Expenditure Liabilitiu. 
The same considerations as have been noted as being 

applicable- to the charges for renewals would al80 
apply ,to the provision of reserves for depreciation or 
main.tenance. The memorandum provides that in 
preparing the accounts for the control period, U each 
company must follow strictly the method whi(':h regu
lated the prep~ration of the accoun1:e in 1913, and 
provisions to be made should be proportionate to the 
S11ms necessary for the h'alf-year ended 31t1t ~cember, 
1913." If 88 8 result of the greater use of the rail
roads by the Government the train mileage during 
the control period has considerably increased, it 
would seem fair and reasona'ble that increased rather 
than proportionate sums sbonld he allowed for 
depreciation, etc. 

Store! Stock •. 
The memorandum provides that It the measure of 

withdrawals from stores in advance of aetuaI use 
should be equal at the beginning and end of the 
control period. It is difficult to understand the 
meaning of these words. In our railroad experience 

Wl'iting- stor('s which have not been actually used remain, 80 
Plemle1' who far 8S the accounts are concerned, in stores stocks, 
put lhiH in. and no charge to traffic eX'Jl8nee8 is made until the 

Writi'lg
Chait'man to 
define more 
definilely. 

stores have actually been used. Some railroads, how
ever, have a practice of ascertaining th& quantities 
of their stores stocks at 8 da.te preceding the close of 
thA half :vear, say November 30th, and in some Bueli 
cn~es it is cllstomary to estimate the amount of the 
charge to be made to trAffic expenses for stores used 
during the month of December. the actual charges not 
coming forward until after the accounts for the half 
:vea.r have been completed. It may' be that it is to 
t.his condition that the words quoted in the beginnin~ 
of this paragraph referred. In any case it would 
Sf'pm desirable that its meaning should be more clearl~ 
d.fined. 

Net Receipt. lOT ha!I'1IeOlf' eflded Decem,b" 31,t, 1913, 
Under this headint!; tile Memorandum provides A 

method for arriving at tile net receipts for the half
year ended December 31st, 1913. and nfter deducting 
the amount of net receipts of J lines included in 
account No. 10, provides for the addition of H the 
amount included in respect of charl!es for complete 
renewals of permanent way and rol1inp: stoC'k and 
provisions therefor (Ab~tracts A, B 1, 2. and 3.) " 
The wordinJ;( of this paragraph is not sufficiently 
preciSE!. Abstract A, to which reference is made, con
tnins no account beadine; of fC Complete Renewals of 
Permanent Way," but it does contain 8. main head
ina:: of CI Maintenance of Permanent Way" with two 
snb~he:ldings entitled U Renewal of Runninp; Line~ " 
and (( Rognair of Running LineB and SidinlO!;s." The 
llresumptiou is thAt it is the item U R.enewal of 
R.unnin(t Line~" which is to be ndded to the net· 
l'pre-ipts. of the half-yenl'. and one-half of which for 
the whole- year is to be dE'!dncl.ed therefrom. 
Ahstracts. B 1. 2 and 3 contain hea,JinJ<!;s for II Com-

plete Renewals" for locomotiv6!t, carriages and 
wagons re!tpectively, and presumably it i8 these itemtl 
to which reference i! made iu this C:ll'le. The wording 
of this paragraph should be Dltl'l'ed 80 that it may 
specify with greater clearness exactly which item9 
are referred to; the paragraph n~ it stands at present 
i!t certainly open to the construction that the whole 
of the expenditures contained in the Abstracts A and 
B 1, 2 and 3 are intended. 

• 
PTovuwn of (hOI. Bailwa11 Tral/ic Receipta lor 

Aug .... l, 1913. 
Under this heading the Memorandum provides 

inter alia U that·n of the amounts received for the 
conveyance of mails antr parcels post for the quarter 
ended 30th September, 1913, be apportioned to the 
period 6th to 31st August." On page 2 of the 
Memorandum, in dealing with mails, it is provided 
that the sums received for the conveyance of mails 
for the qnarter ended 30th Septembor. 1914, be appor
tioned between the two periods, viz., (1) 1st July 
to 4th August, (2) 6th Augu.t to 30th September. 
on the basis of the number of days in each, viz., 35 Mean. I 
and 67 respectively. The provisions with regard to Bame 
1913 deal with an apportionment for the month of altlwuVI 
August only, but do not state how the amount for d~(lin.~ 
the month of September is to be arrived at. Pre- '",eren 
8umably this is to be arrived at on the same basis 
viz., H of the amounts received for the quane; 
ended 30th September. It is submitted, however, 
that this should preferably be stated in the 
Memorandum. 

Net Receipt. lOT half-"1ltoJr ended J1IMe 30th. 1914. 

Clause 10 of the Memorandum contaitl~ the words 
I( to be adjusted bv addinp: thereto the amounts 
charged in respect of renewals of oermanent wav 
and rolling stock for that period nnd deducting there.. 
from the half of the total chnre;e§ under those heads 
for the year 1914." The wordine; in this case differs .. 
'not only from that contained in the form of annual W,.'~'n!j 
account~, b~t also that used in a.n exactly similar ~':;lrt~L 
connectIOn lD respect 01 the net receipts fnr the half. (i n~ 11 

year ended December 31st, 1913, to which reference c eur !I', 
has already been made. The wordinR: in the two 
Clauses should be identical nnd ahould be clearly 
ex-pressed so AS to define exactly the heading of th~ 
account to which reference is mnd~. 

(6) 

Board of TrRde. ' 
Whitehall GardenB, S.W., 

5th January. 1915. 
Dear Mr. FOWLER, 

Referring to our conversation on the 31st u1timo 
with regard to Section liD" of 4,:·he 4th paragraph 
of the In9tructions as to R,ai1wn.y Companies' 
Accounts. I enclose a copy of a If-tter from Sir 
William Plender which I think an~werl! tbe point 
you raised. 

Yours faitr.fully, 
(Sd.) W. F. MARWOOD. 

J. Gurney Fowler, Eaq. 

(7) 

(Enclosure.) 

Deloitte, Plender, Griffiths & Co .• 
5. London Wall Buildin~ •. 

LondoR. E-C .. 
4th January. 1915. 

W. F. Marwood, Esq., C.B., 
Board pf Trade, 

Whitehall Garden •• S.W. 

Dear Mr. MARWOOD, 

In reply to your letter of the 31st ultimo. 
Your reading of the last sentenct> of Section I' D " 

of the 4th paragraph of th(> Memorandum of 
Instructions is correct. It will be within your know
If-dge that the various spending df'pnrtrnel1h of a 
railway, such as the engineering Bnd JocomotivEl' 
departments, withdraw material from the stores 
department in anticipation of actual use. For 
instance, raila, sleepers, chairs, etc., would be with
drawn from stores and charged dire('tI~ n.p;Djn~t 
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Abstract II A," although at the time of such entry 
they had Dot actually been put into the track. 
Again, the locomotive carriage and wagon shops 
must always withdraw certain materials in advance 
of actual use, and stores supplied to 8ubeidiary 
depots are also frequently charged B8 expenditure 
I1lthough consumed Bubsequently. 

The intention of the Instruction is merely to safe
guard the Government. against any abnormal with
drawal of stores at the end of t.he control period 
as compared with the beginning, as its effect would 
be to .overstate expenditUl!e and 80 unduly Increase 
the amount of the defi.c~ency payable by the State. 

·1 am, •. , 
(Signed) W. Pr,BNDBB. 

(8) 
6th January, 1915. 

Dear Mr. MABWOOD, 
I am in receipt of your letter of yesterday enclosing 

copy of one from Bir William Plender which is 
I.'Iltirely explanatory. 

Since seeing you I have made inquiries of one of 
the larger railways, and find that the course there 
adopted is 88 mentioned by Sir Willia.m Plender. In 
the case of another railway, I understand that, while 
materials are drawn in advance of N!Jquirements, no 
stock has been kept of these; it wiH therefore be 
difficult in this eue to ascertain whether or not the 
stock at the end of the period is more or less than 
it was at the beginning. 

Yours faithfully, 
(Signed) J. GORNBY FOWLBR. 

W. F. Marwood, Esq., 
Board of Trade, 

Whitehall G.rdelUl, S.W. 



APPENDIX XVII. 
Submitted by SIR A.LBER·r WYON. 

LETTERS .A.~D DOCUMENTS ItELA1'ING TO 1.'HE ISCEP'l'ION UP 'L'HB U PINK BOOK." 

(Vide (J1t,stiomJ 3119,4311,4377, alld 4573 in MiuutelJ flf EvitltUice and ,4ppendix I, Section vn.) 
0) Memorandum (undated) by Sir Alexander (7) Letter, dated 23rd JUlie, 1916, from Hir Alesan", 

Butterworth. dor Butterworth to Sir. Thomas Heath regard

(2) Letter, dated 24th February, 1916, to Sir J. 
Bradbury, signed by Mr. Gurney Fowler and 
Sir William l'lender, commenting on (1). 

(3) Lettor, dated 31st May, 1916, from Mr. Wyon 
to Sir J. Bradbury as to rate of interest to be 
allowed on additional capital expenditure, 

(4) Letter, dated 26th .June, 1916, from Sir T. Heath 
to Mr. Wyon, enclosing (5) and (6) and asking 
for repo," thereon. (Reply is No. (8}.) 

(5) (Enclosure (I) to (4).) Draft of proposed lettor 
to be addressed to Hailway Executive Com~ 
mittce by Board of Trade setting forth sug
gested terills of new clauses interpreting and 
amplifying the agreement of 1914. 

(6) (Enclosure (2) to (4).) Draft of proposed letter 
to be addressed to controlled ra.ilway com
panies by Railway Executive Committee, asking 
whether they are prepared to accept the pro
posed new clauses. 

POINTS ARISUriG 

CoNTROLLED 

GOVERNMKN'r • 

(1)* 

Sir John Bradbury. 

UPON THE AGRB&MENT BETWEEN 
RAILWAY CoMPANms AND THE 

1. Capital EJJpenditu1'e. 

When the agreement -was entered into it was 
anticipated that the control would only last for .& 

short period, and it was not thought n~ary to 
make any provision with respect to capital expendi
ture. In consequence of the prolongation of the 
('ontrol, this is causing a hardship to many companies, 
tor while the Governmen.t is getting the benefit of 
expenditure which .Yielded no return hi 1913, the 
oompanies have to pay interest or dividend upon the 
capital raised and are receiving no revenue where
with to meet these payments. Theoretically the 
revenue or saving derived from 'Such expenditure 
ought to be excluded from the calculation of net 
revenue, on the principle that what is not in the 
accounts of the base year (1913) should not b. brought 
into the accounts for the control period (1915). This, 
however, is not prac.ticarble, and the suggestion of 
the Executive Committee is that, upon all ca.pital 
eX'l>6nded upon additional lines, works, rolling stock, 
etc., which have been brought into use since 31s.t 
December, 1912, or shall hereafter during control be 
brought into URe, the companies shall be allowed in
terest at an agreed rate from the commencement of 
the control period or from the date at which the works 
or plant were brought into use, as tllC case 
may be. Works of exceptional magnitude, especially 
where the expenditure dates back a long way 
or yields a return very slowly, may requi)"~ .to be 
spe~iany considered, but it is submitted. that the 
majority of cases may be pl'operl~ deaJt wI~h ,on t~e 
lines suggested. At any rate, If the prm.cIple 18 

admitted-namely, that a company is entitled to an 
allowance for capital expenditure wHch has become 
productive since the (j corresponding period" (Le., 
the perioc1 in 1913 with which the accounts of the 
('ontrol period or€' cnmpal'cd)-it is thought that th(~ 
accountants will be able without serious difficulty to 
draw up simple Tules which will be applicable to 
thr. great majority of cases. 

.,; ( understand that this memorandum was pre
pareo. by Sir Alexander Butterworth and ~nt to Sir 
J. Bradbury, who· handed it, or a copy of It, to Mr. 
Gurney Fowler.-E.T. 

ing cerlain points arising out of the draft new 
clauses. 

(8) Lottor, dated 15th July, 1916, from Sir William 
Plender and Mr. Wyon to Sir T. Heath, in 
reply to (4), reporting on proposed new ClaU8es. 

(9) Lotter, dated 19th July, 1916, from !lir T. Heath 
to Mr. Wyon, in reply to (8), ""king for further 
observations. 

(10) Letter, dated 21st July, 1916, from Sir William 
Plender and Mr. WYOll to Sir T. Heath, in 
.. eply to (9). 

(11) Letter, dated 20th September, 1916, from Ac
~0tH1t8nts' Sub-Committee to Mr. WYOb, 
enclosing (12). 

112) (Enclo8ure to (11),) Draft regulations, pt:epand 
by Accountants' Sub...committ.ee in respect of 
claims for interest on Oal)itaJ expendituro. 

(13) Lettor, dated 29th September, 1916, from Sir 
William Plender and Mr. Wyon to Accountants' 
Sub~comDlittee, approving draft regulations 
(No. 12), subject to small amendment. 

2. Stu'"elI. 
A quBtition has arisen with rtlgard to what the 

position of the companiet; will be at the end of the 
control with regard to their stores. In the aooounta 
presented to the Government the companies have 
given the Government the benefit of the 8tocks bought 
by them before the war or at pre-war prices, 
believing this to be in accordance with the view of 
the Government advisers. It is 8ubmitted that at 
the end of the control period hard8hip will ehllU8 

unless the point is safeguarded, for the cempanies. 
I'un the risk of finding themselves burdened with 
tltocks of materials, etc., purchased during the 
control period at infiated war prices. There is 80me 
difference of opinion as to the effect of the agre&
Illent 88 it stands, but it is submitted that in' tbe 
circulllstances the fair thing is that the companies 
s-hould find themselves at the end of the control in 
the same position as they were at the beginning in 
regard to both quantity and price-in other words, 
that they should be treated 8S if during the control 
period they were workin~ the· railwaY8 for the 
Government at Government cost, and were buying on 
behalf of the Government at current prices all 
stores required for that purpose. 

It is suggested that the simplest way of giving 
effect to this would be for the Government at the 
end of the control period to make a cash payment 
equal to the difference 'between the oost of the stores 
and materials in stock at 5th August, 1914, and the 
cost of similar quantitie3 of stores and materials at 
the end of the control period, such payment being 
hased upon the stock prices at the beginning of th.e 
period and the market prices at the end. If th18 
Wl~re done, the companies would be le~t in the same 
position financially as if they had warehoused all 
their stores when the control bep;an and kept them 
in warehouae until the control was over, buying all 
ne('e$.';ary qlateriaIs on Government a(.'Count in the 
:ntervaJ. 

In this connection it should he rememberE'd that, 
:n· some instances-notwhly timber-the GOVl~rnment 
~l1'C not only having the advantaJ!e of the companies' 
pre-wal· cO~ltracts, but aTe benefiting by the fact 
that, the stocks of the compa.nies were to a large 
'extent already 8easoned, and, therefore, worth COD

~idf"ral)ly mor'"t\ than the sum paid for them, Such 
ra'!es would probably rpquirp .special con8idera~ion . 
ConI also might require to he dealt with speCIally 
in those C"aqes ",here stores have been left in stock 
throughout the .war. 
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It is submitted tHat, -whatever might be thought 
to be .the most euitable 8.nangement if the main 
agreement were to be construed in the way contended 
for by the railway companies, the arrangement abo":e 
tiug~ted is the only fair one if the. ngl'eement i., 
to he construed in n way that for prll('ti(>al pnrpoM'S 
deprives the companies of the surplus receipts which 
migh~ otherwise accrue to them. 

3. The Proviao. 

• The H proviso rebate)J (ae it has besn called) was 
imposed upon the companies by the Government on 
the ground that, aa the net receipts of the aggre.
gated companies were less for the first half of the 
year 1914 th8Jl for the first half of the year 1913, it 
is reasonable to assume that, in the absence of the 
Government control, the- net receipts for the period 
of the .war would be less than for the corresponding 
period of the yea.r 1913. It is not too much to S8Y 
that this reduction in the amount of compensation 
would have been strenuously resisted by the com
panies had there been any anticipation of the 
enormous amo-uDt of work they have been called 
upon ·to perform in conneotion with both H com
mercial" and U military JI traffic. It may be fairly 
aasumed, indeed, that, had the Government had any· 
such anticipation, the U proviso" would: not have 
been SJJggested by them when considering the terms 
of the agreement. If this be so; it does not appear 
to be unreasonable to ask for its cancellation when 
discussing with the Government the interpretation 
to be placed upon the agreement in the matter of 
surplus net receipts during the period of control. 

·4. lnr.lwion of 100 per cent. 01 Waf' Bonm in 
Working Ezpen3ea. 

So far as the railway companies are awareJ DO 

attempt has ever been made to justify on any J.:Jgical 
grounds the exclusion from ltorki:ng expenles of 25 
per cent. of the war bonus paid to certain grades of 
railwaymen. It. was urged upon them at the time 
that strong grounds of expediency then existed for 
that coune, but presumably those have now ceased 
to exist, and in any review of the agreement the 
inclusion of the whole of the first war bonus ill 
working expenses seems .a. mere act of jU8tice, while 
a discrimination between the first and the second war 
bonua seems 88 difficult to justify as a discrimination 
between different grades of railwaymen. 

If it be urged tha.t the companies received a qu.id 
p1'o Q1W by the withdrawal of the proviso, the Exe
cutive Committee would refer to what has been said 
above with reference to the proviso; if there was in 
fact no real justification for the insertion of the 
proviso in the first instance (although at the time 
both parties may have honestly thought otherwise), 
its withdrawal cannot be said to have constituted n 
quid pro quo, when the companies agreed, under 
strong pressure, to bear 25 per cent. of the wnr bonus 
paid to certain grades of their e~mployees. 

5. Cl,uTf}e3 lor Renewal 01 Ptrmanent Way atld 
Boaing Stnck. 

The present regulations 88 to renewals are thought 
to preHS hardly on certain companies, especially on 
what are called" non-programme companies," i.e., 
companies which do not work on any fixed pro
gramme in providing for renewals 4Jf permanent way 
or rolling stock, but whose practice it is to cha.rg<3 
to working expenses either the actual amount ex
pended upon ,mch renewals, or an indefinite sum 
according to circumstaDcee. 

As the regulations stand to-day, they provide (sub
ject to the arrangement with regard to arrears of 
maintenance) that, if such a company spends more 
on renewals in the control period than it .pent on 
the corresponding item in 1913, the excess is to be 
disallowed, whereas, if it spends less, ita ch~\fge 
against the Government is limited to its . aCtual 
expenditure. On the face of it this seems a one-sided 

82Of6 

arrangement, nnd it is suggested that in 8uch case~ 
the company l11ip:ht fairly be allowed to charge a5 
much as wns included in the accounts of 1913, irre~ 
spectiv6 of actual expenditure, after making allow~ 
allee, us in other CRSes, for increased rates of wage8 
and prices of mn teriais. 

A further point arisesJ iu the 088e of both 
" non-programme companies JJ and of cel'tuin U pro
gramme companies," which calls for consideration, 
viz.: how far i't is open to n company to include a 
charge in its accounts for renewals in respect of 
~dditions to rolling stock or mileage of liue. The 
present Uegulations, though it is believed that such 
n charge was always contemplated, are not entirely 
clear 011 the poi'nt) but it is submittea that it should 
be open to all companies, "prop:ramme" 01' .. llon~ 
programme," to make 8uch a charge-that is to say, 
to increase the amount which i't would otherwise be 
open to them to charge for renewals by a sum 
representing the addition to rolling stock 01' 

permanent way, 88 the case may be, The mode of 
calculating such sum, so as to insure its being fairly 
proportiol1ate to the additi'onal plant, is a matter 
which, it is suggested, might be left to the technicnl 
advisers on each side. 

6. Allotoances to Dependant,. 

At the beginning of the war it was agl'eed with 
the Board of Trade that, as the companies were not 
paying the salaries or wages of men who enlisted, 
they should be at liberty to supplement the sepa.ra~ 
tion allowances paid to their families, and charge 
the amount of snch supplement in their working 
expenses up to a limit of lOs. per week in each case. 
The compani'es are accordingly paying to the families 
and dependants of such of their men as have enlisted 
sums sufficient to bring their separation allowance,; 
up to four-fifths of each man's salary or wage. In 
view of what is being done for the families of men 
in Government Departments who enJiBtJ and in view 
of the fact that the raitway companies are including 
in their account against the Government no part 
of the salaries or wages of unmarried men without 
dependants, it is submitted that there is no sufficient 
Itround for the limit of lOs., nnd that the companies 
should be BUowed to include the whole of tho stipple
ment pai'd by thein in their working oxpenses, up· to 
fom'-fifths of salary or wage, 

In the foregoing remarks no attempt has heen 
made to deal with the various proposals in detail. 
The object of the present memorandum is to enume
rate the principal points which are thought to call 
for consideration, and to indicate briefly the justi
fication for the proposals. If these proposals ar9 
agreed to in principle,it will not be a difficult matter 
for the expert advisers on each side to draft a ahort 
code of subsidi31'y l'egulations giving effect to them, 

There are one or two other mattells to which I 
perhaps, it may be as well to refer here, so that they 
may !Jot be lost sight. of. One il the percentage 
addition to be allowed in respect of arrears of main
tenance of rolling stock and permanent way for the 
year 1916. It haa been agreed that 1a} per cent. 
shall be allowed up to 31st December, 1915, but sinOt) 
that arrangement wus come to prices have advanced 
very ma.terially. Another is the question 'of arreal"S 
of maintenance of ste~mboats which have }lot been 
commandeered by t.he Admiralty or War Office. It 
does not S8f'ID possible to devise any formula for cal
culating these arrears currently, as in the ca.se of 
rolling stock and permnnent way, and the only way 
of dealing witp tho"mRtter appear!! to be to note the 
fact that there will be claims under this head, and 
that they wiH be treated as being in principle iden
tical with the other plaims for arrears of mainte
nance, leaving the nmoqnts to be 8&ttled at the con .. 
elusion of the period of control. A third point that 
calls for attention is the fact that 1916 ill Leap Year i 
the companies con!lider that they Rre entitled to 1\ 

proportionate addition to th~ !let receipts.·~JI,. respect 
of the additional clay, 
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(2) 

Sil' John Bradbury, X.C.B., 
The Treasury, 

Whitehall, S.W. 

Dear Sir JOHN BBADBURYJ 

London, E.C. 
24th February, 1916. 

STATE CONTROL OJ!' RAILWAYR. 

'Ve ha.ve carefully read the Memorandum at 
" Points arising upon t.he agreement between Con
trolled Railway Companies and the Government" 
and have given particular consideration to the follow
ing matters;-

(a) Allowance for capital expended on additional 
lines, works, roIling stock, ate., which have 
been brought iIJto use during 01' subsequent 
to the year 1913. 

(b) The trea.tment of stocks of stores and material 
at the end of the control period. 

(a) Allowance jor Oapital 1';",penditure. 
The views of the Railway Executive appear to be 

l"t-L.sonable that consideration should be given to those 
compa.nies which have introduced into their system 
additional capital assets during or' subsequent to thG 
year 1913. 

The principle can hardly be controverted that if 
it were possible to ascertain the ndditional revenue 
or reduced working expenses affectIng the net re-
.ceipts of the control period, ari!'liDg from the intro
duction of new assets, the amount should be 
eliminated from the net receipts of such period to 
8nj3ure a tru~ comparison with those of the basic 
period. As the aecertainment, however, of such 
additional earnings or savings is not pOlBlBible, the 
fair alternative appea.ns to be that interest should 
be allowed at an agreed rate on' expenditure charge
able to capitaJ in respect of lines, works, rolling 
stock, etc., as I\lld when brought into use. 

Rat. of Inter .. t on 0041ital Expenditure. 
Sir 'Alexander Butterworth, in his letter to Sir 

Thomas Heath, of the 13th uitiJOO, sugg08ted a late 
of 5 per cent. Btl being reasonable. In our view, 

,however, the rate of 4 per cent. would be a fairer 
one to adopt and the membell8 of the Finance Sub.. 
Committee of the Railway Executive intimated after 
discussion that they would be prepared to agree to 
this rate being fixed for the period to 31st December, 
1915. 

{b) T,·."t",e"t of Stuck. and 8tore. and Material-at 
the .nd of the 00111;,'01 Period. 

The suggestion of the Railway Executive Com. 
"iiiittee, that the companies should not be prejudiced 
through giving the Government the benefit of tileir 
stock of materials, stores, ,etc., bought at pr~war 
pricel8 j doeS not. appear to be unreuoDable and, in 
our opinion, the difference between the book value 
of stocks of Boores and material at. the beginning of 
the control period and the book va.lue of stores of a 
limilar quantit.y and description at the end of ,the 
control period should be allowed for. From this it 
follows that, if any of the stocks held at the end of 
the, control period are in excess of the quantities at 

. 'the- beginning, such ex!'ess should not be allowed for. 
H has been suggested that special. consideration 

should be paid to timber, but we think that once the 
'broad _ principle of allowing to the companies the 
aifference on book values is conceded, the subsidiary 
,(Illest~on of timber and enhanced value should not be 
.T3ised. The Railway Executive seemed to share this 
view wh~n the matter was discussed. 

We bave refrained f .. om making any attempt to 
define· with exactitude tbe methods of arriving at the 
~[lpital e~penditure upon which interest should bp. 
allowed or Df dealing with the stor~ in any detail. 
,If ~the ·principles are agreed to, the details may weH 
be. left to --the Exf'Clltive and to ourselves to settle, if :you' 8.J'e agreeable. . 

Though our views were not specifically invited on 
other question'i referred to in the Memorandum 

c.rawn up by the Ezecutive, we venture to .ubmit 
them in case they Ibould be of Ulle to you. 

(1) The "l~rovilo." 

It is not. clear that the assumption underlying the 
lmposition of the II Proviso deduction" can be held 
toJ apply if succeeding years show such an improvo!-
ment in working results 88 to 8Uggest thnt the wave 
of depression in the first haU of 1914 had been stayed. 
rrhis is said to be the fact. If, therefore I the H Pro
\~i&o deduction" was waived in 1916· on the groundto 
of being no longer warranted by the circumstancG~ 
of 1911), then the claim of the Railway Executivt>, 
that ita withdrawal was not A It quid pro qUQ" to 
their assuming the burden of 25 per cent. on the war 
bonus, would appear to be justified. 

(2) War Bom .... 
It would ,seem that, apart frOID any qUeeltion of 

general policY, the companies fthould be allowed to 
charge the whole amount of the bonus as a working 
expenee. If the companies had been operating the 
railW3YB far their own benefit, any additional wages 
paid 'Would have bad to be borne BIB a working ex. 
pense, but in ordinM'Y times the railways would have 
resisted as unwarranh-ble such demaDds BIB that for 
Itlhe payment ,of the war 'boDus. :It may not be UD· 

'reasonahle to ftuggest, therefore, that tlhe companies 
jn paying these higher wages, 88 they were -directed 
to do, have only done what was esseBtial to the con
.-tinuoWl working of the railwaYR under exceptional 
ecooGmic oonditiolM! and have been acting 88 agents 
for the Government. 

(3) Oha,·u .. for It .... walof Perm" ... "t W"1/ .. nd 
Itolling Stook. 

As the principle has been reoogniled by the Gov. 
ernment that the railway compauieB should be 
allowed to charge arrears of maintenance, it would 
.appear to us to cover .the -suggestion in the memo
randum that II Don·programme " compRnies should 
be allowed to charge 118 renewal expenditure 88 large 
a sum 8R they included in their accounte for 1913. 

With regard to the further point, tha.t cQIIlpanies 
mould be allO'ved to cha.rge in their 8CDOllnUi for. 
renewals in l'efIpect of additions to roIling .took or 
increased mileage of line, our view it that such a 
charge is proper and in accordance with the spirit of 
Clause 4,of the origi.nal memo,randum of instructions. 

It would seem to 'be desirable, however, that the 
point should be agreed, apart from the arrear.a of 
maintenance arrangement, in order that both U pro
gramme" and I( non-programme" companies may 
be treated on identical Jines in the maUu of 
renewals. 

(4) A.lIowance to Vep.nda"t&. 
The claim that the companies shall be permitted to 

charge the full allowances made by them to families 
nnd dependants of men who have enlisted, in order 
to bring the separation allowance up to four-fifths 
of -each man's salary or wa~, ap'pears to be one upon 
.which arguments could be fairly advanced on both 
sides. It is a question, perhaps, rather of policy 

- than of principle~ It m"y be said on the one hand 
that the Government has o.lready,assumed 8 sufficicllt 
burden in regard to these men; but on the othor 
hand, it may fairly be conceded that the granting 
by the railway companies of so large a proportion of 
the existing wage had a material bearing upon tbe 
satisfactorr I!.esponse of railw.aymen t.o the app<".ai for 
recruits, and, thernforeJ the full amount should be 
allowed as a charge against too Governwent. Had 
the railways not been taken over by the State bot 
operated by the companies, this additional ('barge 
would have been borne by revenue 8S an ordinary 
working expense, and, on that ground, it may reason
Ably be Baid that it should stand DB a working 
expense during the period when the railways HI'e 

operated under the direction of the State. 

(5) Percefltaue addition to Claim for Arre",", 0/ 
Maintenaft.C1e Jor thle veQ1' 1916. 

If t,he average -prices paid for simila.r services and 
materials in the year 1916 are greater than those for 
1916 when 121 per cent. was allowed, it would appear 
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to be equitable to nllow nn increased Rvernge per
c(;lntage based upon t\ny further ascertaiufdd difference 
in prices. 

(6) Steamboat •. 
We concur in t116 suggestiou, that any claim for 

arrearA of maintenanco in regard to stea.mbouts should 
1~ ,left for consideration when 'the full circumatancos 
call be reviewed in their proper perspective. 

(7) .iddilional day in 1916. 

'fhe proposal that the net reoeipts for· the year 
1916 should be rebated by 1/366th part thereof 80 

as to obtain a true comparison with the net receipts 
of 1913 has, after discussion with the Executive, been 
abandoned by them. 

We are informed that the principle of crediting 
to railway revenue all peroentages a.dded ,for II profit JJ 

nnd establishment charges in respect of work per
formed for Government Departments, armament 
firms, etc., has been clearly laid down and, as far 
as is known to the Executive, has been followed. 

We are, 

Yours faithfully, 
(Signed) J. GURNEY FOWLER. 

W. PLBNDBB. 

(3) 
31st M"", 19J6. 

Sir Johu Bradbury, K.O.B., 
1.'he Treasury, 

S.W. 

Dear Sir JOlIN BRADBURY, 

STATB CoNTBOL OF RAILWAYS. 

Interest on Ot:£fJital Expenditure. 
Bir William Plender haB sent on to me a copy of 

-your letter to him of the 26th inst. and of the letter 
from Sir A. Kaye Butterworth to Sir Thomas Heath 
which accompanied it. 

I understand that the suggestion made is, that the 
companies shall receive interest upon expenditm'1 on 
new capital works at the rate of 4 per cent. per 
annum from the several dates at which those works 
are first brought into productive use. In my view, 
the 8uggestion is one which might well meet with 
acceptance, and I see no objection to the proposal 
that the rate of interest to be allowed shall be fixed 
at 4 por cent. for the period of control. 

Dear Mr. WYON, 

Yours very truly, 
(Signed) .A..r.a!m. W. WYOl<. 

(4) 
Tr .... ury, S.W. 

26th June, 1916. 

With reference (1) to the report by Sir William 
PJelldcr and Mr. Gurney FowJer dat-ed 24th February, 
,1916, ,on the memorandum submitted by the Railway 
Executive Committee of points arisin:g upon the 
ngreGlIlent botween the controlled railway companies 
lloud the Government, and (2) to your letter ,of 31st 
.May recommending the acceptance of a later 
':mggcstion by Sir Alexander Butterworth that the 
:rate of intel'est on Dew capital expenditure on works 
shonld be fixed at 4 per cent. not only for the period 
to 31st December, 1915, bu~ for the whole period of 
t!01ltrol, I have now to acquaint you that further 
interviews have since taken place between the 
1l rea8ury and Sir A, Butterworth. with the result 
that the latter ha9 submitted for approval, as 
suggested, formal steps for agreeing upon new clauses 
to interpret and amplify the original agreement .(1) 
a draft of a letter which might be, written to the 
Railway 1;£xecutivo Comm.ittee by the President of 
the Board of Trade on behalf of the Government, 
t2") ,a draft of a letter which might be sent out by 
the Railway Executive Committee to the railway 
compnnies inviting them to come into the. settlement.. 

I seud copielJ of theae documents herewith, and I 

write, on behalf of the Treasury, to ask you to be so 
kind as to consider them and report wh~tber the 
drafts are such 8S the Treasury might ,properly 
agree to. 

I should add a ,few further explanations with 
l'efe-rence to an interview whioh I had with Sir A. 
Butterworth on rFrida.y last. 

Some of tho things ment:'onEld in "lUI' convel'sn.tion 
are set out in anoti;er letter from Sil' A, Butterworth 
to me of the 23rd instant, of which I also enclose a 
copy. With regaTd to the paragraphs of this latter 
letter, . I may explain as follows:-

5. This relates to paragrsph 5 in the draft letter 
to the Railway Exc.cutive Commit"tt,.e. 'Thf' clause is 
at present :~ft blank pending fut'tber niscussion 
between the Government Departments oonoerned and 
the officers of the Railway Executive Committee, the 
objeot of whioh is to agree on a clause defining exactly 

. the cases in which goods and passenger traffic is to 
be paid for, and those in which it is 'to go free and 
be charged through 'the deficienoy. I think, there
fore, you Deed .I1ot trouble about this clause at 
present. 

With regard to Sir A. Butterworth's last para
graph, I should' explain that the "rents II question 
relates to rents for storage accommodation provided 
by the companies for the War Department-a ques~ 
tion which does not come into our present discussion. 
The question of ;the rates of Income T.:x t9 be ,de
.ducted from interest on capital payable· by Hi,. 
Majesty's Government must, -I presume, -be decided 
-oy the Inland Revenue Authorities, but on the merits 
it would 8eem that the view expr088ed ,by Sir A. 
Butterworth is the equitable one. , 

I now come to the observations which I have to 
make OD the draft letter to the Railway Executive 
Committee. 

Glawe 1.-Capital Expenditure. 
The :worda II and also the ~ used in connectiop 

:with. wQrks 1J in the bracket; are new. So ~o j.s the 
whole of I' (2) mineral ·suppor:t acquired . . . in fact 
been 60 aharged" and the ~ferences to II mineral 
support JI later on in the clause. We sh~ld ·be ,glad 
of your views on the pr()priety of these additions. 

As ~ar.ds the period f()r which 4 per cent. was to 
be fixed as the rate of intereet payable by the Govern.
ment on the new capital spent on works, you ,will 
remember that Sir A. Buttel'Worth himself suggested 
that it should be the whole period of control. It 
appears, however, that the Committee were divide~ 
as to the acceptance or non-acceptance of this period, 
and consequently the original proposal was ~pl,aoc;ld. 
I am disposea to think we ought to insist Qn the 4 
per cent. being DOW fixed for the whole period
assuming that you do not think that we could w,ave 
got the rate down below 4 per cent. for th,e period 
after 31st DeoemlM!r, 1915 P But we should 1M! glad 
of your advice. Sir A.. Butterworth thought that" 
if we insisted on the 4 per oont. being hed for the 
whole period, it would "sweeten JJ the decision to 
the companies if in the last sentence of the claw;e 
the Government would put in "90 per cent JI after 
II forthwith" and substitute It 30th J,une, 1916," for 
" 31st December, 1916." I am not sure that this 4i 
necessary. In any case I think we must stipulate 
that the 90 per oent. of the total interest to 31st 
December, 1915, or 30th June, 1916, is to be ,paid, 
not in one lump, but in three or four monthly instal~ 
m,nte. . ' 

CIauI. 2. 
Paragraph 2 H Where at the end of the Government 

control.. . • materials to the compa.ny .. is .new, 
ana I felt .doubts about it. Sir A. ,Butterworth sui,! 
it was only to meet the case of one company (a.ppar
ently the South-E ... tern) who had been ordered by 
the War OIIioe to I&y in a stock of ooallargel,y ill 
cxcess of a.nything they were aoc.ustomed to keep, 
He suggested that you sho~d discuss the matter with 
the general manager or the accountant oi tpe j:om
pany. 

We should be much obliged for yoW' advice .aa to 
the propriety of the whole mause" ,and, of this para
graph in particular. 
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Clause 3.-Allowoocel to- dependant., 
I noti~ed from somo former papers thai the allow

ance in the case of non-commissioned officers and 
men W88 limited to such an amount as would make up 
the total "eceiptB to not more than 1000-fi/th. 01 
sawry tYI' wage.s, and I think we must have these 
words put in. I have not yet received copies of the 
circular letters Nos. 274, 277, 288 or 321 referred to,. 
and therefore do not know what the payments to 
commissioned officers are. 

Clau3e 4 seems all right, but, as regards Clause 6, 
I would call attention to Sir A. Butterworth's letter 
(parag"aph 6). No doubt the companies ought to 
pay interest in these cases j but I do not know at 
what rate (if any) Government now pays interest to 
the companies in cases where there is delay in pay
ment for work done at cost price. Do you' know? 

'In the draft letter fr.-om the Railway Executive 
Committee to the compa.nies I propose to make an 
aPtel'ation in one passage, as marked in red ink. 

Yours very truly, 
(Signed) T. L. HEATH. 

P .8.-I have written in the same terms to Sir 
William Plender. 

(6) 

Enclosure No. 1 to Document 4. 

DRAFT LBTTER FBQM THB PnJUIIDKNT OJ.l' TBB BOAlLD OF 
TRADB TO THE AOTING CHAmHAN Oll' THB RAILWAY 
ExECUTIVE CoJllltITTBB. 

Sm, 
With reference to Mr. Marwood's letter to your~ 

self of ~he 12th October, 1914, and oubsequent corro
spondence on the subject of the agreement a.s to the 
compensation to be paid by His Majesty's Government 
to the railway companies 'under the Regulation of the 
'Forces Act, 1871, and to the recent discussions be~ 
tween representatives of the Treasury and of the 
Railwa.y Executive Committee, I am directed by the 
Board of Trade to state that the Treasury have 
signified their readiness to accept the following 
clauses 8S interpreting and amplifying that Agree
ment, on the understanding that the cl&u8eEI are 
aooepted in their 'entirety by all the companies eon
cerned. 

As the matter is one which will have to be dealt 
with by the individual Boa.rds of Directors, the Board 
of Trado will be obliged if the Railway Executive 
Committee will take steps to ascertain whether the 
controlled railway companies are prepared to accept 
the clausea. 

1 •. Oapital E.,p ... dit" ... 
Interest to be allowea upon all wtns expended upon 

(1) works (including in that term rolling stock and 
plant and also the land used in connection with 
works) brought into use since 31st December, 1912, 
or (2) mineral support acquired "since that date under 
the mining clause of the Railway Olauses Consolida~ 
tion Act, 1845, or similar statutory provisions, which 
are properly chargeable to capital and have in fact 
been so charged. Interest to be calculatea 
from 5th August, 1914, or from the date 
when the work was brought into use (or the mineral 
support was acquired), which ever is the later 
date, but, in the case of works brought 
into use (or mineral support acquired) during thl\ 
year 1913, interest to be allowed only for the period 
in each year corT'&fponding ·with the period inter. 
vening between 31st December, 1912, and the date 
when the work was brought into use (or the mineral 
support acquired). ·The rate of interest to be 4 per 
cent. per annum up to 31st December, 1915, and 
afterwa1'ds such rate (not being less than 4 per cent.) 
as shall be agreed between the Treasury and the 
Railway Executive Committee. Regulations in re
gard to the calculation of interest in the case of 
works brought gradually into use, and generally as 
to giving effect to t.his clauss) to be agreed between 
the Go.v8fnment Accounta.ntB and the Railway Exe~ 
cutive ·Committee. 

The Government to pay forthwith per cent. of 
the amounts claimed under this head in respect of 
the period to 31st December, 1915, and the balauL'e 
from time to time 88 soon as the amounts due aro 
agreed. 

2. Store •. 
At the end of the period of Government coutrol, 8 

cash payment to be made by the Government to each 
of the controlled companiss equal to the difference 
between (a) the book value of the stores in stook at 
the 6th August, 1914, and (b) the value of the same 
quantities of similar stores, calculated-

(1) as to the extent those quantities are in stock at 
the end of the control period, at the stock 
prioea then ruling; 

(2) as to the shortage in the quantity at the end 
of the control period lUI comparoo with th~' 
quantity at the beginning; 

at replacement prices. 
The replacement prices to be agreed between t.ho 

Treasury and the company as fairly representing the 
prices at which the shortage could be made. lCood, 
havmg regard to the quoted market at the end of the 
control period, the probable movement of prices, and 
the other circumBtanoea of the case. 

Where at the end of the Government control u. 
company's atock ·of any materials is in excess of the 
quantities of those materials in stock at 5th August, 
1914, by reason of purchases reasonably made for the 
purpose of military or naval trnJlic or requirements, 
the Government, in addition to making the above
mentioned cash payment, at their option eithm- to 
purchase such excess quantities at cost price or to 
P8\Y to the company fair compensation in rMpect 
thereof havibg regard to the price paid by thelll and 
the v-alue of the materials to the company. 

Regulations .in regard to the oalculation of' prices, 
the definition of stores, and generally as to giving 
effect to this clauBe to be agreed between the 
Government accountants and the Railway Executive 
Committee. 

3. Allowances to depend4nt, oj . men .erving wit], 
H.M. FQTee •. 

As from the commencement of the period of control 
the Government to bear the cost of any allowance 
made by a company in accordance with the Circular 
Letters issued or to be issued by the Ra.ilway Fxecu
tive Committee on the matter to the dependants of 
an employe serving with H.M. }4~orces (other t.han a 
commissioned officer) whether euch allowance exceeds 
lOs. a week or not. 

In the case of commissioned officers, the &rrnnge-
ment set out in ·(""ircula.r LetteJ'H Nos. 274, 'rI7, 288 
and 321 issued by the Railway Executive Oommittee 
to continue. -

4. lJamw;Je to railw411 property bU bombardnnent or 
ho.tile a.iT(fTQlt. 

(1) The Government to bear the cost of making 
good any damage to property or plant (other than 
property the rent of which would nOTmaUy be in
cluded in the lower half of Account No. 8 of the 
Statutory Form of Railway Accounts) oaused by 
hombardment or hostile aircraft (including any 
damage which may be caused through measures 
taken against .such bombardment or hostile air
craft), whether 8uch damage has been or can be 
made good during the period of Government control 
or not. 

(2) Any premiuDls paid in l'eipect of any such 
property or plant already insured against such risks 
to be included in the company ~ ordinary workiug 
expenditure, and credit to be gi ven to the Govern
ment for any sums received by the oompaniea: under 
policies of insurance. 

(3) In the case of premises held by a company. on 
lease or agr~ment, and which if owned by the com .. 
pany would fall within Clause (1), the Gov8Fnment to 
indemnify the company to the extent of their legal 
liability under the terms of the lease or agreement 
~ . each 0&88. 
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5. Ohwrgea for 'C1'v'ce.t f'Mwiend bv railWfI'JI ro'A
ptmi61 to the (Jove1'fUlleflt. 

The faHawing rules to be obHcrved 8S regards 
charges for services rendered to, or accommodation 
or other things pl'ovided for, Govel'nrnent Depart
ments by controlled railway cowpnuies:-

(S.ee letter from Sir A. Kaye Butterworth to Sir 
Thomas Heath.) 

6. Refund 01 Sllrcoorgea. 
Every company to give an undertaking to rt-pay 

to the Treasury or to nn.y person nominated by them 
ally 8ums which all a final settlement of uccounts may 
be found to have been received or retained by buch 
company in excess of the amount due to them. 

(6) 

. Enclosure No.2 to Document 4. 

DRAFT LB'lTBlt. TO RAILWAY COMPANIES. 

The Executive Committee have for Bome time past 
been in negotia.tion with the Treasury with Ngsrd 
to certain points which at presen-t a,re unprovided for, 
or not clearly provided for, in the agreement for 
compensation, the moat important of these being the 
question of an allowance for new capital expenditure, 
the responsibility - for damage 'by bombardment or 
h08tile- aircra.ft, and the method of dealing with 
stores at the. end of the period of control. The 
Executive Committee are pleased to state that on 
each of the above matters the Government are pre
pared to 8.ccept the contentions of the Committee 
lJubject to all agreement being reached OD Cf'rtain 
other points, Bnd have expressed their readiD~ to 
onter into an agreement which, in the view'S of the 
Executive Committee, fairly meets the circum!da:r.ces 
of the case. On the other hand, the Governlnellt 
attach importance to there being a clearer aefinition 
than at present exists of those services rendere~ by 
the companies w,hich are to be charged for and either 
made the subject of a special debit or brou~ht into 
the monthly revenue statements, and those, (t.o., 
the conveyance of troops nnd military and naval 
stores :tlld equipment) in respect of which no- charges 
are to be raised. 

The Government also points out that, in view of 
the fact that the monthly accounts of the companies 
are now being paid without deduction, there 8hould 
be Borne machinery for securing the repayment of 
any over-payments which an examination of the 
accounts may discl08e. 

The result of the negotiation8 has been embodied 
in the accompanying letter addressed by the President 
of the Board of Trade to the Acting Chairman of the 
Executive Committee. The proposals set out in that 
letter have been accepted by the companiea repre
sented on the Executive Committee, and I have to 
ask you to let me know, for the information of the 
Board of Trade, if possible within the n"ext fortnight, 
",hetll8r your Board is prepand to accept them. 

(7) 

U The General Manager," 
North Eastern Railway, 

Dear Sir TUOlU.8 RBA'l'H, 

4, Cowley Street, 
Westminster, S.W. 

June 23rd, 1916. 

COJlPBNSA'nON UNDER TBB AOT 01' 1871. 

.Referring to our interview this morning, will you 
kmdly let me have a note of the words which you 
suggested should be inserted in the first paragraph' of 
the ~raft letter to the railway companies. 

With regard to the other documents, the points I 
have noted are;-

1. Oap~tal Expenditurf:. 

I suggested that the I'ate of interest on capital 
(,Apen~iturf! should be 4 per cent. permanently. and 
that. In the last paragraph relating to aapitaJ ex
penditure the percentage to be inserted should be 

90 per cent., and the date aJtered to 30th June, 1916, 
I understood that you wouJd (;onsider these snggl'f;· 
tiODS, but that, in any Cf\88, you thought it would be 
necessary that the fir!tt paymt.·nt "huuld be spread 
over two or three months for budgeting reasons. 

2. Stores. 
The paragraph on the top of page 3 you will refer 

Lo Sir William Plender. and I suggested that it 
nllght be well fat him to discuss the paragraph with 
t;le General Manager or Accountant of the South 
I':nstern Company, as I know that company is affected 
by it. 

3. Allowances to Dependant&. 
You desired some reference to the fO\l1·~fifths limit., 

nnd I promised to send you 1\ short memorandum 
explaining the CRBes in which the allowances exceed 
the four-fifths limit, BDd also to send you deta.ils of 
~be arrangements with regard to commissioned 
officers. 

S. Ohargf:s lor Services. 
You explained to me generally what had taken 

place at yesterday'S meeting, and stated that, from 
the point of view of the Treasury, it was very desir
able that the regqlations should be agreed and 
inserted in the circular to be sent to the companiea. 

6. R./U<ld 0/ SUT.Am-U". 
You said you thought thnt companies ought to 

refund .surcharges with interest at the same rate as 
is paid by the Government to the railway companies 
in cases. where there is delay in payment for work 
done at cost price. 

I mentioned the CRse of rents Bnd the recent claim 
of the Government to have the benefit of U below the 
line" premises on payment of loss, and I also men
tioned the question of income tax in connection with 
interest on capital. All to the latter point, I assume 
that the payments made by the Gove-rnment will be 
after deducting ,tohe tax current in the 'period' in 
respect of which the interest has accrued. 

Yours· faithfully, 
(Signed) A. KAn BUTTERWORTH, 

t)ir Thomas Heath, 
1'reasury Chambert;, S.W, 

(8) 
Loudon, E.C. 

16th J uiy, 1916. 
Sir Thomas L. Heath, K.C.B., 

Treasury Chambers, S.W. 

M.y D.8AB .!,m, 

ST.O\TE CONTROL 01' UAILWAYS. 

We have considered the letter proposed to be 
\\oTitten to the Railway Executive Committee and. 
that proposed to be written by the Executive Com
mittee to the railway companies, drafts of both .01 
which you sent us with your letter of the 26th ulto 

Referring to the lettel' to the Railway Executi~e 
Committee, which embodies, notea of th~ six clauses 
!'foposed t~ ~ adopted as interpreting' and amplifyw 
lllg the orlgmal agreement, we have the following 
Ct'mments to make:-

1. Capital Exp8nditur~. 

We think that the proposed inclusion of land used 
in connection with works brought into use since 31st 
j)ecemberJ 1912, and mineral support acquired' HI 

('oDnection with Jines actually in use, is reasOlu1.ble, 
avd that the clau~e ma~· properly be amplified Hl 
i~lis respect. It should be provided in any regula. 
tlon that may be framed that in ascertaining the 
capital expenditure on which interest is to be calcu. 
I.ti.ted, deduction must b(' made for the value of works 
replaced. 

, Y"e think t~at, in ~l"der to make clear the pro. 
VIMon8 88 to mteN!lst In respect of works brought. 
l!lto use in the year 191.5" 80me alight rearrangement 
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of the wording of the proposed' clause might he 
advisable, which might take 60me BUch shape. as the 
·f~llowing: -. 

1. Work. brought into UII£- (or mineral 'l£pport 
a<;quired) dwring 1913. 

Interest to be allowed thereon in 1914 from 
5th August tu the date correoponding tu the date· 
In 19~3 when the works were brought into use 
(or mineral -support acquired) a.nd in subsequent 
ye~1'8 of control for the period in th089 years 
wh~ch corr~ponds with the period in 1913 during 
which the works were not in use (or mine-reI 8Up

port DOt acquired). 

2. W01'k, bHJU,llht il1tQ u.se. (Of' minMal IUPPort 
... quired) durin/l 1914 or ;" .ub.equont 
VUlT', 

(a) Prior tu the 5th Auguet, 1914. 
Interest tu be allowed therean from the 6th 

August, 1914, throughout the period of control. 
(b) J<'rom the 6th Auguet, 1914. 

Interest to be allowed thereon from the date 
when such works were brought into use (or 
mineral support acquired) and throughout the 
remainder at the period of control. 

We are of opinion that the rate of 4 per cent. 
ehould be regarded as fixed for the whole period of 
control. 

We consider that 90 per cent. is too high a pro
portion of the claims for interest to be paid before 
they have been adjusted and agreed, and suggeot 
that the Government might undertake to pay 8ay 
85 ,per oent. of the interest claimed in Iespect -of the 
period to 31st December, 1915, in three equaJ. monthly 
inetaimente and the bal.1l<l6 on the amount due being 
agreed on. hehalf of the Government_ It would be 
better that the aeoertainment of interest due should 
be annual rather than half-yearly, so following the 
practice with regard to the ascertainment ,of the 

:.&eneral ~aiJD for co:QlpQ1lSation. 
The question of Inoome Tax on the inter ... whioh 

Sir A. Kaye Butterworth refers tu at the 01080 of his 
letter of the 23rd ult., is one which must, no doubt, 
he decided by the Inland Revenue Authoritiee. 

2. 8toru. 
The clauss 88 drafted appears to carry out the 

arrangement which has been come to" but to avoid 
misunderstanding, we would suggest that the expres
sion "Book Values" should be suba-tituted for "Stock 
Pricea " in the paragraph Dumbered 1, and we think 
that it would be advis .. ble that replacement prices 
should b. agreed by the Treasury with the Railway 
Executive Committee rather than with individual 
companies. It should 'be specified that any amoums 
already received by the companies for replacement 
value of material used on work done for the Govern
ment must be brought into account when fixing ,the
-amou.m to be allowed uuder this clause. 

_3. A.llowances tu Dependants 01 Men 8eT1J'ing with 
H.M. Furces. 

1t appears that, as a general rule, these a.llowances 
do not exceed 4/5;t,hs of a man's railway pay, but 
-certain minimum payment9 are made which, in some 
-fl8.Ses among the lower paid grades, have the effect 
of bringing the total allowances above that limit. 
If the intention is to confirm the present prac.tioe, 
the clause as drafted might stand~ provided that the 
au.thoritt of the Government should be stipulated for 
any {'hange, in which event the clause might 
be amended by substituting for the words c, Circular 
lettel'S issued or to be issued by the Railway Exe
cutive Committee,'" the words H Circular letters 
already issued or which may, with the assent of the 
Government, be hereafter i88Ued by the Railway 
Executive Committee." -

We understand that the arrangement made by the 
Railway Executive Committee, with regard to pay
ments to commissioned offi.oon, is that the payments 
oharged aga.:in8t the Government 8hall not exceed 
two,.,thirm. of their railway pay, with the further 

• 
proviso that the total Bum received by the ofticere 
shall uot exceed the total 6111ary they were N(.'J!iviug 
on the outbreak of war. 

4. lJu11mge to lluilu)uy Property by Bombardmeuc 
01' Hostile .4.ircTa/t. -

The provisions of this clause call for 110 comment 

5. ()ltaf'~es /0)' Bel'vice. llendered by .Ra.ihcuy ()um
pantes to the Government. 

'Va note that, as discuesion is still proceeding be .. 
tween the Government Departments concerned and 
the officers of the Railway Executive Committee the 
form of this ClaU80 cannot yet be considered. ' 

6. Re/uflIj 0/ Surcharge. (t1diu.tme"t 0/ t1.""""f> 
with Oompani .. ). 

The companies should no doubt give undertakinge 
to repay to the Treasury or to any penon nominated 
by them, any sums which, on a final settlement of 
the accounts of any period ending 31st December 
may be found to have been received or retained b; 
them in excess of the amounts due to them, and it 
would seem reasonable that they should pay interest 
on suob sums at 5 per cent., the rate which W8 

believe ,the. Government was paying to the railway 
companies m cases where there was delay in payment 
fo~ 'Work done at cost price. Payment of interest 
mIght run from the let Ma.rch following the cl088 of 
any such period. 

Subject to the foregoing fiuggestioDB, we think 
that the letter propo .. d tu bo written by the Board 
of Trade to the Acting-Chairman of the Railway 
Executive Committee is Buch as the Treasury may 
properly agree to, subject to the omission of the 
paragraph on page 3, (H Where at the end of the 
Government control . . . . the value of the 
materia.ls to the company"). Sir Alexadder Butter
worth thinks that if an understanding existe between 
the Government and the Executive on the lines 
referred to in our communicatiou to you of to-day'8 
date on the subject of stores, it is \1nnece6lary to 
refer specifically to the question in the Board of 
Trade's letter to the Executive. There are good 
grounds for this view, which Sir Alexander Butter
worth will explain verbally_ 
- We, approve the draft letter to the J railway 

companies, as altered in red ink. 

Dear Mr. WYON, 

Yours very truly, 

(Si ed) { W_ PLBNDBR. 
gn ALamr W. WYON. 

(9) 
Treasury, S.W. 

19.h July, 1916. 

I am much _obliged for your letten of 15th instant 
reporting on the nggeated terms for settlement of 
outstanding questions with the railway compani&s. 

I ha.ve had .lOme oonve1'8ation with Sir John Brad
bury, and there is one point with which, on present 
information, we do not feel quite satisfied. It iB " 
to the propriety of including sums spent on j j mineral 
support" as part lIf the,capito.l expenditure on which 
we are to pay iDtterest. 

If we understand the mattei' rightly, this expontliM 

ture seems to be ha.rdly on the same footing as 
~xpendittlre on 1and. Our impression is that the 
question of "mineral supports" arises in this way, 
A quantity of land was bought for the constroction 
of a line many years back, let us say. The company 
at that time ,bought the surface of the land, but no 
minerals there.under, and took an option to buy the 
minerals at a luter date if it proved necessary by 
reason of the mine-owners' operations coming near 
and threatening the safety of the line. The -Cotlt of 
buying the minerals WaB therefore a deferred Jiability 
which might mature at any moment, 

Now, by hypothesis, thB point of our paying interes!; 
on unproductiv-e capital expenditure iR that, but for 
the Government having takeri over -the Jines, it would 
hwve ,been productive during the period of control, 
but, 8S- it, is, the company are debarred by the 
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Government occupation from earning the expected 
revenue, since we are only making up the net receipts 
to the amount at which they stood before the war 
and before the expenditure became productive. 

This, however I does not seem to be the case as 
regards expenditure on "mineral support." At 
whatever time the expenditure was inourred, whether 
before or during the period of control, the expenditure 
would have produced no new revenue whatever; it 
would only have been inatrumental in preserving the 
old revenue. Consequently the fact of the Govern~ 
ment tftking over the railways has not in this case 
prevented the compan,. from earning interev, which 
they would otherwise have earned 1 8S in the o~er 
case of ~apital spent on new works or land requIred 
for such works; and there would seem, therefore, 
to be no ground on which the Government can be 
called upon to pay interest on capital spent on 
acquiring the mineral supports. . 

r should be glad if yon would favour me wit.h your 
fu rther observa:tions on this point. 

r am Wl'iting in similar terms to Bir W. Plender. 

Yours very .truly, 
(Signed) T. L. H ... n. 

(10) 

London, E.C .• 

Sir Tho .... Henth. K.C'.!I .. 
21st. July. 1916. 

Treasury, S.W. 

Dear Sir TROHAS HB.ATH. 

STATB CoNTROL OF RAILWAYS. 

The explanation of what constitutes II mineral 
support" is correctly set out in your letter of the 
19th instant. 

Where mineral support hll8 been acquired in 
rospect of lines open for traffic sinoe 31st December, 
1912, it is part of the cost on which the allowance 
for interest should be calculated, as the whole cost 
is a new revenue-.produci'ng asset. 

Where mineral support has been acquired since 
31st December. 1912, in respect of lines open before 
that date, we considered that as the expenditure was 
a neces!lity for the purpose of safeguarding existing 
revenue. it was not unreasonable that an allowance 
should be made. For example, if support had not 
been acquired and a subsidence occurred due to 
mineral working so that trains could not run with 
safety uutil the line was repaired, there would be in 
the interval a diminution of earnings which the 
Government would have to meet in the shape of an 
increased deficiency. 

Wp. werf'. careful in our. letter to limit the allow
Imee to mineral support in respect of lines already 
open, as U'8 rio not consider anything should be 
conceded for such a purpose in respect of Jines not 
v(>t brought. into use. 

We are, 

DRAn Sm, 

Yours faithfully, 
(Signed) 

(11) 

W. PMCND&R. 

A. W. WYON. 

Accountants' Suh-Committee, 
c/o Railway 'Executive Committ(.(>, 

16, Great George Street. 
Westminster, S.W. 

20th September, 1916. 

INTlmBST ON C.4.PITAJ. EXPENDITURE. 
I have pleasure to send you herewith a copy of 

"Regulations in respect of Claims for Interest 011 

Capital Expenditure," which have been drawn up by 
the Accountants' Committee and generally approved 
by thf' Railway Executive Committee. Perhaps you 
will kindly give the document your considf"ratjon 

in conjunction with Sir'· WiUiaDl Plender, and 
advise me whether the "Regulations" as drawn up 
moot with your approval. ' 

I a.m writing simi1arly to Sir William Plender. 

Yours faithfully, 
(Signed} W. BAn.In>. 

Enclosure. 

A. W. WYON, Esq. 
3, Fredericks Place, 

Old Jewry, E.C. 

(12) 

Enclosure to Document No. 11. 

INTEREST ON CAPITAL ·EXPIDNJ)ITtrRE. 

Regltlations in 1'espect oj Olaim. for Interest on 
Oapital Expenditwre. 

1. Definition of Oapital Expenditu-re. 
Capital expenditure means sums charged to. capital 

(including expenditure on leased and worked lme.s, or, 
in the case of land subject. to a rent charge or feu 
duty, the capitalised value of such rent ~harge or ~eu 
duty, calculated at 25 years' purchase, ID connectIon 
with:-

(1) The first seven items in Account No.8 in respect 
of lines, works, rolling stock and plant (here
ina.fter . described as II works, &C. If) brought 
into use during or slibsequent tG the year 
1913 irrespective of the period during .Which 
the expenditure was incurred: 

(2) Purchase money or compensation paid for 
mineral support acquired under' the mining 
clauses of the Railways Clauses' Consolida
tion Act, 1845, or similar statutory pro
visions, during or subsequent to th~ year 
1913, in respect of lines, &c., actually In use. 

The .cost of any works replaced to be aeducted from 
t·he capital expenditure on any new works upon the 
cost of which interest is charged. 

2. W01'ks, &c' J brought into 'USe in 16ctions. 
In the case of works, &c., sections of which are 

brought into use from time to time, interest to be 
allowed upon the cost of the section brought into use 
in so far as that can be sepa.rated from the cost of 
the remainder of the work, together with 0. propor
tion of 8uch items of cost as cannot be so separated 
corresponding to the proportion of the entire work 
which is brought into uee. 

3. Land. 
Except in the case of land the rent of which would 

before the constrnction of the works, &c., in question, 
have normally been included in the lower half of 
Account No.8, the purchase price of the land upon 
which any of such works, &c., are constructed shall 
not be taken into o.ccount unless it can be shewn that 
it was speci.fically acqu~red for &uch purpose. 

4.-<JllTti/icafes. 
The actual dates upon which the works, &0., or 

sections of works, etc., are completely brought into 
use must be aBcertained, and the following certifi~ 
cates given by the company's chief departmental 
officer concerned:-

(a) Datea fo·)· Works, &l'. 
That the works, &c., or section of works, &c., 

specified were brought into \IS£' on the date. II 
shown. 

(h) Allucation of costl as between different 
sections oj work. 

That so far 88 the expenditure can be divided 
between the respective S8c,tioDS of work, &e., 
the expenditure shown is solely in rp,.c;;pect of the 
section or sections brought into use, and that in 
those items the cost of which cannot be divided 
between the respectiVe sections (such as excava~ 
tions, under-structures, station roofs, &c.)] the 



DEPARTMENTAL COMMITTEE ON RAILWAY AGREEMENTS. 

expenditure mown is the prop~rtion of the wh~le 
corresponding to the proportIon of the entll'e 
work which is brought into use. 

(c) Land. 
That the land upon which the works, &co, were 

constructed 'was specifically acquireS. for Buoh 
purpose, or that the rent of Buch land would be
fore the construction of the works, &c., in ques
tion have normally been included in the lower 
half of Account No. B. 

S. Oalculation of ["t ..... t. 
(a) Rate to be 4 per ce"t. per annum. 
(b) Work., &lc., brought into fL" dwring 1913. 

Interest to be calculated during the control 
period, for such portions of that period 38 correM
pond with the period in 1913 prior to the date 
on which the work was brought into use, e.g.:-

Works, we., brought into ",e, Aprillst, 1913.
Interest will be allowed during the control 
for the months of Janua.ry, February and 
March in the year 1915, and for these 
months in subsequent years, 

Work, &:c. bTougkt into we, October 1st, 
19i3,-I~tereBt will be allowea during the 
control for the months of January to Sep
tember inclusive, i.e., from 5th August to 
30th September in the period to 31st 
December, 1914, and for the "first ninE\ 
montha of 1915, and for these months in 
subsequent years. 

(c) Work., "'e., brought into ".. during the 
. period January ht to Aug"at 5th, 1914. 

Intereet to be calculated thronghout the control 
period. 

(d) Work" etc., brought into we IUb.equdnf to 
A "o""t 6th, 1914. 

Interest to be caleulated &8 hum the date on 
which the work is brought into use and through
out the remainder of the control period. 

6. These regulations are aupplementary to and not 
in substitution for the arrangement set out in 
Executive Committee Circular Letter No. 

(13) 

W. Bai1ey, Esq., 

London, E.C., 
29th September, 1916. 

Accountants' Suh-Committee, 
c/o Railway Executive Committee, 

16, Great George Street. S. W. 

DB.'B Sm, 

BrAD OONTROL OF RAILWAYS. 

["terest on Oapital E",penditwre. 
We have carefully considered the regulations in 

respect of claims for intet'Mt on capital expenditure 
of which you sent U8 a draft on the 20th instant. 
We appro~e the regulations 88 drawn, subject to the 
addition of a few words in paragl'aph 5, sub-parD.
graph (a) which we think should read, H Rate to be 
4 per ce~t. per annum for the whole period of 
control." 

Your< faithfully, 
(Signed) W. PI,ONDeR. 

A. W. WYON. 
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Statement Bubmitted by SIR ALBEKT WYON. 
(Vid. Q ... ,i ... 8204 and 3212 i. Mimde< of Evide"ce.) 

AOCOUNT OF THE NET REOEIPTS. 
'OLAIM FOR ARREARS OF MAINTENANOE AND RENEWAL WORK. 

STATRM&NT SnOWING:-
In Column (a)-The effect on the two claima of the inelnmon of a charge fol' U Damage by Blizzard" £1,224 
In Column (b)-The effect on the two claims of tho exclusion of 8uch a charge. . 
In Column (c)-The effect on the two claims of:-

The inclusion of the oharge in the Account of the Net Receipts, and 
Tbe treatment of the item in the claim for Arreal'l of MnintenRoce and Renewa) Work, a~ 

Abnormal Wear and-Tear made good. 
AOOOUNT OF THE NET REOEIPTS·-YEAR 1916. 

I Column (a). 1 Column (b). 1 Column (e). 

An.~·I·nAc·r U A "-MAINTENANCE AND RENEWAL OP WAY AND WORKS. 
Superin:tendence : 

SaJanea ... 
Office Ex_ &0.... ... ... ... 

Ma.intenanee of Roada, Bridgea a.nd Works: 
Earthworks 
Bridges, Tonnels, Retaining Walls, &0. 
Roada and Fenoes ." ••• ..,. 

Maintenance of Permanent Way: 
Renewal of Ronning Linea :

Wages 
Materials 
Engine Power, &0. ", 

Repair of Bonning Lines and Sidings:
Wages 
Materials 
Engine Power, &0. ". 

Mainteuauce of SignuIJing 
Maintenance of Telegraphs 
Maintenance of Electric Track Equipment: 
Maintenance of Stations and Buildings :-

Stations, Depots and Offices ••• 
Engine Sheds ... 
Carriage Sheds ". 
Locomotive Workshops 
Carriage Workshops .0. 
WagOD Workshops .•. , •. 
Other B'rildings ... ... ... ... 

Damage to Telegraph Pol .. and Wi .... by Storm ... 
TOTAL CUARGE AGAINST GOVERNMENT ACCOUNT 

1,507 
155 

7 
1,693 
1,557 

1,049 
1,558 

238 

8,383 
1,685 

3r,s 
2.376 

919 

2,101 
997 

943 
1 
1 

197 
1,224 

----
£26,944 

1,507 
155 

1,507 
155 

7 7 
1,693 1,693 
1,557 1,b:Yi 

1,049 1,049 
1,558 1,558 

238 238 

8,383 8,383 
1,685 1,685 

353 353 
2,376 2,376 

919 919 

2,101 3,101 
997 997 

943 943 
I 1 
1 1 

197 197 
Nil. 1,224 

--------
£25,720 £26,944 

OLAIM FOR ARREARS OF MAINTENANOE AND RENEWAL WORK-ABSTRAOT "A." 

TOTAL EXPENDITURE UNDER ALL BEADI~GS IN ABSTRACT U A" (Ex
clusive of transfe1'8 to or from Depreciation Fund or Suspense 
Account) Y ... r, 1916. 

Le,,: For New Linea opened, arrived at in the prescribed manner : 
Additional Expenditure for Abnormal Wear an!! Tear :-

Damage hy Blizzard ... ... ... ... ... ... 

Le,,: 12'899 per cent. (arrived at in the prescribed manner) to reduce to 
1913008t. 

EXPENDI'rURI IN 1916, ADJUSTED FOR COMPARISON WITD YEAR 1913 ..• 
To'rAL OP ~BSTRACT II A,II YEAR 1913, as per printed accounts 

ARREARS OJ' WORK, YEAR 1916 ,.. ••• ... ... 
Deduct. .. Excess of Work, 5th Augullt to 31st DOOIJmbel', 1914 
Add: Arrears of Work, Year 1915... ... ... • ... 

ARR&ARS 01' WORK TO 31sT DECEMBER, 1916, subject to an addition of 
15 per cent. 

Add: 15 per cent. 

Deduet: Amount claimed in respect of Arrears of Maintenance, 5tb 

26,~44 25,720 

1,063 1,053 

... -
25.891 24,6ti7 
3,339 3,181 

--------
22,1>52 21,486 
27.497 27,497 

--------
4,945 6,011 

868 888 
161 161 

4,238 5,304 

635 795 
--------

4,8n 6,099 
- -

August, 1914, to 31st December, 1915. ._-------
NET AMOUNT TO BE CLAunm 

1 
£4,87a £ti,mI9 

REDU-CTIOH IN THIS Cr.AIM BY INCI.mnoH OF THE CHARGF., viz.: I I 
Di.D~·lmc. between il Net dmOU1Jl to be claimed .. per colulIlDJI ___ 1,226 ! m'\de up thu s :-

(a) and (b). . 
(a) Oharge for Damage by Bli .. ard ..... 1,2~4 I I 
(b) Allowance of Increased Cost arising thereon, vir..: 158 I 

12'899 per ceul. of £1,224. I . 

£1,226 

26,944 

1,063 

1,224 

24,667 
3,181 

----
21,486 
27,497 

----
6,011 

868 
161 

5,304 

795 
----

6,099 
-

----
£6,0~9 

(c) ~ of 15 per cent. allowance on 1913 cost thereof, 160 I I 
VI •• : £1,061). I 

I----!-------------
TOTAl. CHAROJ!: TO GOVF.RNMRN'r £31,~n7: .t:31,R19 .£33,048 



APPENDIX XIX. 
Su\:unitted by Sla AJ.B&IlT ,,"VON. 

( Viae Q,W8timwf 3663- and 3784 in Nillull'lf of EcideUf.·e.) 

ANALYSIS ·OF ABSTRACTS" A," "B" (1) (2) AND (3) 
For the Year4 1918 and '1919, showing Amounts cha.rged for Reo)wa{s ot Permanent Way a.nd nolling Stock:. 

(Knoum til tAd 1JlutJ For",,) 
________________________________________ --RRAlLWAY COMPANY. 

ANALYSIS OF TUB UNDBRMItNTIONED A.BSTRACTS POR THE YBABS 1913 AND 1919, SHEWING AMOUKTK CHARReD I"oa 
RSlfBWALS 011' PERMAHDT WAY AltO BOLLING STOCK. 

PubUabed Accounts. Government Account. 

Abstract. 
Year 1913. Year 1919. 

Amount I B-'- I -- _. 
Charged for. _noe. iTotal (b). 

.._- ·I···-·~-·· Amount... 
Charged for. I· Balll-nUB. ~ota.l (e). 

"All MAINTENANOE AND RSNBWAL 011' W.lY 
WOBKB-

Superintendence ... ... ••• • .. 
Mamtenance of Roads, Bridges and Works .•• 

AND 

Renewa.lof 
Permanent 
Way (,,). 

£ 

I , 

Renewal of Running Lines... ... ... . .. 
Repair of RUDning Lines and Sidings ... ... ) 

I 
Renewal of 
Permanent 

Way. 
j! 

Maintenance of Telegraphs .00 .'0 ... ••• . 
Mn.intenance of Signalling .•. ... ... ... I I 

Maintenance of Electrio Track Equipment... ! 
Transfer to (m- fro,,~) Depreciation 1 und or I 

I 

j! 

Mwntenance of Stations and Buildings ... .... ~. 

Suspense Account... ... ... ... .•• I 
TOTAL ... ... .• .'8

1
--------

1
------,. 'J-.-=-:.-=-=-=-= .. -:-.~:::::~;I:::::-

Renewal of Rene wal 
Locomotives of 

(4). Locomotives. 
II B (1)" LOCOMOTIVES- j! £ 

Superintendence ,.. ... • •. 
Complete Renewals .•• ... . •• 
Repairs and Partial Renewals .. . 
Purohase of New Locomotives .. . 
Workshop Expenses ... ... • .. 
Transfer to' (or from) Depreciation 

Suspense A.ooount .0. ... . .. 
TOTAL 

II B (2) If CABBIAGES-
Superintendence . ..0 ... . .. 
Complete Renewall .•• ... . ,. 
Repairs and Partial Renewals .. . 
Purohase of New Ca.rrilw88 ... .. . 
Workshop Ezpenses ..• .•• .. . 

-Transfer to (OJ' frMl~) Depreciation 
Suspense Aocoun.t .•. ... ... 

TOTAL 

u B (3)" W AGONB-
SuperiDtendence ... ... . .. 
Complete Renewals ... ... .. 
Repaire and Po.rtial Renewals ... 
Purchase of New Wagons ... . .. 
Workshop Expenses... ... . .. 
Transfer to (or from) Depreciation 

Suspense Account... ... ... 

TOT.lL 

~(}WD TOTAL 

... .. . 

... . .. ... .. . 

... .. . ... 
Fund or 
... . .. 
... /I, 

Renewal of 
CarrIages (a), 

/I, 

... . .. 

... ... 

... .. . . .. ... 

... .. . 
Fund or 
... .. . 
... £ 

Renewal of 
Wagon. (a). 

;; 
... .. . 
... .. . ... 
... . .. 
... . .. 

Fund or ... ." 

... /!. 

(e). 

EXPLANATORY NOTES. 

Renewal of 
Carriages. 

/I, 

Renewal of 
WagODS. 

j! 

(d). 

(a) This must represent the Renewals Charge for the year J913,'and in the case of I: provision" Companies, should agree 
with the n Amount provided" in the Statement of Rese"e8. A Sohedule of the various Funds making up this figure 
to be attached, where neeeseary. 

(b) This column must agree with the Published Aooounfll (apart from the Engine Power item in the oase of Abstract B (1». 
(e) This column must agree with the Government .Account. . 
(d) Under Ola.use (4) of the Memorandum of InstroctioDs 8S interpreted by Executive Committee Circo1a.r Letter No. 686, 

this amount must not exceed ee) exoept under the ciroUmstanoes set out in that Circu.lar Letter. 
Amount charged for Control period (d) _ 6. 

II ,. "year ]918 (e) _ II. 

Esoess (it any) made up 8S under 

PARTICULARS OF EXCESS. 

___________ 1920 



APPENDIX XX. 
Submitted by SIR ALB.RT WYON, 

(Vid~ Que.aon 3671 in Minutes of Evidellce.) 

Statement of aggrtgo~ amount charged 10 RttJenlUJ by the Ccmtrolled Companies in respect 01 ReliewalR (Ab.tracts " A ,; 
and II B It) in the year 1913, i/i()1Ding the porUon tket'eof rt!pr8~Bnt«l by actual expendUure. 

(Compiled from the Blue Form.) 

Amounts shown as 
• Total Amount 

-----------~- - -- -- -- ----
Expended. I Transferred to funds. . charged. 

I 

£ £ £ £ £ £ 
Abatract II A " ... .. , . .. - 1,95',294 - 134,168 - 2,088,462 
Abstract U B." 

Locomotives ••. ... ... 1,177,953 I 171,322 1,349,275 
Carriages ... .. , ... 1,075,120 I 260,068 1,335188 
WagODS ... .. , ... 1,647,301 i 146,207 1,793,508 , 

i 3,900,374 577,597 
i 

4,477,971 

! 
I 

! 5,854,668 711,765 I 6,566,433 
, , 

Note.-In the cue of two compsllies it appears that their programmes cover both Repairs and Renewals. In such 
cases the figures Bet out in the II BJue Form' and 8ummarised above reJate to both Repairs and Renewal.s 

APPENDIX XXI. 
Submitted by SlIt ALBERT WYON: 

II Vide QlU8tioli 3679 i" Minutes of Evidence.) 

MIDIORANDUK SErTING FORTH CERTAIN CoNSIDBKATIONS IN CoNNEOTION WITH THE AGREED INTEBPRBTATIOS 
O~ CLAUSB 4 O~ THE l\bHORANDtrH OF INSTRUCTIONS. 

The chief considerations which it is thought were 
present in the minds of the railway companies when 
8uggesting this interpretation may be stated as 
follows:-

That in the case of programme companies all sums 
allowed on account of deferred renewal work would 
fall to credit of the company's renewal funds until 
the work had been carried out. In the case of non
programme companies, 8&Suming 8uch cOIllpanies had· 
been compelled to rely upon the claim for arrears 

of maintenance for an allowallC0 in respect of 
deferred renewal work, cases would arise wbere, owing 
to abnormal repair work having been I"..a.rried out, 
the arrears of maintenance statement would have 
resulted in an excess figure, and in such cases the 
companiesi concerned would obtain no allowance for 
deferred renewal work, whereas under similar con
ditions the programme companiea would suffer no 
such hardship. 



APPENDIX XXII. 
Submitted by SIR ALBERT WYON. 

3, Frederick's Place, 
Old Jewry, 

E. Twentyman, Esq., 
Secretary, 

London, E.C.2. 
13th January, 1921. 

Departmental Committee on 
Railway Agreements. 

Dcar Mr. TWENTYMAN~ 
DEPARTMENTAL COMMITTEE ON RAII,WAY AGREEKENT8. 

I have read through the printed proof of evidence 
given by me on the 22ud December last, which you 
forwarded to me on the 30th ult., and I enclose a. 
note of certain textual alteration& which I have also 
marked in red ink on the proof which I return. 

There are certain other matters which arise out of 
the questions put to me and my reported replies, 
upon which I think it necessary that the Committee 
should have before them the following further 
observations-: -. 

Question. 3466 and 3467. 

I have taxed my memory in connection with the 
suggestion that an investigators' report was taken 
back and altered, and have consulted my B.8sistants, 
but I find that no such case is known to UB. 

I should therefore be glad if a note to this effect 
could be att""hed to ~ reply to Question 3467. 

Qu .. ti.n. 3590, 3591, and 3594. 
I have referred ~o my papers ill connection with 

the case referred to in these questions, and find that 
the facts are as follows:-

This matter was first raised in the ra.ilway 
investigaton' report upon the account of the com
pany which had charged the "toll" above the line 
(i.e., against the Government). The point was there
fore disclosed 8.8 soon as this report reached me, and 
not in the manner indicated in my reply to Question 
3594. My decision was arrived at prior to the incep
tion of the Ministry of Transport. 

On consideration I think it hardly correct to say 
that the point might not have emerged unless the 
claims of the two contpanies were compared. As a 
fact the transaction in question was not in the 
ordinary course, and therefore the investigator WaB 

bound to report it, which, as a matter of fact, he 
did. I think it desirable that a noto to tbiB "ffect 
be attached to my replies to these questions. 

Questions 3720, 3743, 3744. 
Some misunderstanding seems to have arisen in 

·connection with the amounts allowed to the com~ 
panies as additional ·provisions in respect of the 
increased first cost of rolling stock in service. 

While I am in general agreement with the propo
sition ~hat a company having been allowed in the 
account of net receipts a certain 8um in this respect 
and having n claim for arrears of maintenance is at 
present permitted by means of that claim to increase 
the 8um allowed by 15 per cent., I do not consider 
that ill the case of a company which has no claim 
for Arrears of Maintenance, anything is paid to them 
beyond the 8um to which they are entitled. I find 
that when Question 3743 (which implies that an 
amount is 60 paid) was put to me, I am reported 
to have said, "That ma.y be so," but when the 
question is repeated in another way (No. 3744), I 
am stated to have replied in the affirmative. 

In order that my views in this matter may be 
clearly before the Committee, I add the following 
rE'-marks :-

As to companies who have a claim for Arreara of 
Maintenance: - • 

Although there is undoubtedly a possibility of an 
over-payment under the present arrangements, over· 
payment will, on final settlement, be found to have 

al'ieen only if the 15 per cent. addition to the amounts 
allowed on account of Increased First Co&t increa&ea 
that Bum to a figure exceeding Buch an allowance 
calculated at the prices ruling at the end of Control, 
i.e., assuming that as at present proposed it iB COll

ceded that the companies are entitled to make their 
provisions for renewals falling aue after the termina~ 
tion of Control at the rates ruling at the close of 
Control. It is clear that aUowancetJ conceded in, say, 
1916 and 1917 and based on the additional COB. of 
renewal in those years, even when increased by 15 per 
cent., will not be sufficient to meet the ultimate coat 
of carrying out the work, which it h&8 been suggested 
will amount to 8 .200 per cent. addition to the 1913 
base. 

As to companies who have no claim for Arree.n 
of Maintenance no over-payment can arise. 

This statement I may be permitted to ilIu&trate by 
the following example:-

Assume: 
1913 quantum of Renewa)8 
Expenditure in 1921 upon Renewals 
Increased Cost assessed at:-

661 per cent. of 1921 expenditure, or 
200 per cent. of 1913 expenditure. 

Example (a.). 

£100 
£318 

Charge for Renewa.ls in 1921, assuming the company 
are entitled to an allowance of £6 for the" IncreaRed 
First Goat" of RoUing 'Stock in ~ervice in 1921. 

£ 
1. 1913 quantum ... 100 
2. Allowance for. U Incl'ease8 First Cost" of 

Rolling Stock in Service 6 
3. Increased Cost of all necessary Renewal 

work carried out, l1iz.: 661 pel' cent. of 
£318 212 

Total permissible charge 318 -Shown in Account of the Net Receipts thus:-
Expenditure 318 

Total 01 Abstract (RenewalB only) ... £318 

Example (b). 

Charge for Renewals in 1921 if the company are 
not entitled to such an allowance. 

£ 
1. 1913 quantum ... 100 
2. ~ 
3. Increased C.ost of all necessary Renewal 

work carried out, 'Viz.: 661 per cent. of 
£318 212 

Total permi&&ibJ.e charge ... 312 

Shown in Account of the Net Receipts thus:-
Expenditure 318 

Le,s-Transfer to Fund (Credit) 6 

Total 01 AbBtr""t (R<>newals only) ... £312 -I have taken two examples, in one of which (a) the 
company has been conceded an alJowance of £6 on 
account of Increased First Cost, and in the other (b) 
the company has not been allowed this conce&aion. 

The amount charged against the Government in the 
case of the 
first example is 
and in the second example is 

or an increue of ... 

£318 
£312 

£6 only. 

It will be seen by a comparison of the two exampJ9I 
that the sum of £2:12 ill chargeable against the Govern
ment in both cases as it represents increased cost 
arising upon necessary renewal work actually carried 
out. 

The amount of the quantum (whether or not in
creased on the ground of increase! first cost) has no 
effect on the calculation of the allowance fdr increased 
cost of renewal work executed .. 
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The decision of the Ministry of Trausport to allow 
to the companies excess cost due to increased prices 
upon necessary renewals was communicated by the 
Ministry to me in October, 1919, and has been com
municated to the companies. 

As indicated in my reply to Question 3698, I 8m of 
opinion that the Company is entitled to charge the 
Go\'ernment with the whole of this in('rPflsed cost, as 
it represents the shortage arising upon the provisions 
of the past, and the amount chargea.ble in this way 
must be distinguished from the :£ 100 and the £6 in 
example (a) which I look upon as provision!t for the 
renewals of the future. 

The figures employed in the preceding examples 
are based on the unlikely assu'mption that the com
pany concerned in example (a) actually !lpent the 
exact sum it wns entitled to charge. This being 
as!1Iumed. n re.o:lult is obtainf'd in which the amonnt 
chargeable is exactly thr",!? times the 1913 quantum 
plus three times the allowance for increased first cost. 
I also give a further illustration (Example "C "), 
which further illustrates the view I have takon. 

Er.amp!e (0). 

(E.cC('S3 oj BrjH.I.i.,.s TlII'Uu"hollt.) 

Assume a company provides £100 per annum in 
respect of 33 wagons costing £100 each, equal to a 33 
years' life, or 3-1/33rd per cent. on cost. 

At the end of 33 yeara they have to renew them allJ 

and, presuming tWa is done in 1921, they find that 
each wagon costs £300 to rene",- (all increase of 66j 
per ceut.). Their expenditure in 1921 is there-forc 
£9,900. Thcir permi!;8ible charge for renewals is: 

Incrensed eost of work done 66, per 
{'eut. of £9~900 ... 

1913 quantum 
Increasod Fir~t Cost Allowance, viz.: 

1st Cost 1913 
lst Cost 1921 

Incrcas(ld First Cost 

At 33 y<'a1"8' Ii Ie (3-1/331'd per 
cent.) 

Total permissible charge 

,1lnctt"nrt 113 in 1921 .(Renewals only) 
Expended ... . .. 
L~!iJJ: 'fransfer to debit of Fund Ex

penditure of 1921 equated to 1913 
basis 
Lcs,~: Provision for tho year 1921 

£ £ 

3,300 
9,900 

6,600 

3.300 
300 

6.600 
100 

200 

6,900 
~ 

3,000 

£6.900 

RClWlf'al Pund ACCOlUlt. 
D •. 
1921 £ 

After consideration of the subject, w};lich ha.'1 neces
sarily been fuller than I was able to give to it in the 
course of my exa.mination before the Committee, I 
wish to convey to the Committee my view with regard 
to companies who have claimed and obtained allow
a.nce on account of increased first cost. Among these 
compAnies which have claims for arrears of mainten
ance, it may eventually be found that thl're are some 
wbose cla.ims wilt require adiustment on the final 
settlement of their clnims for increa.sed cost, but no 
such necessity for adjustment will arise in the case 
of companies having no claim for arrears of main~ 
tenance. 

Questiom 3762 and 3772. 
In connection with the suggestion that these ques· 

tions appear to contain, viz.: that a company should 
provide out of the increased rates the whole of the 
increased cost of renewal of its wagons, and that 
therefore the present allowance for increased first 
cost in effect constitutes a double payment to 
the company, I would point out that the 
allowance referrl'd to is granted to meet the instal. 
ment of the liabi1ity for renewal which falls within 
the control period, and that during this period the 
increased rates do not accrue to the benefit of the 
companies. It wiJI not be until after the control 
that the companies will ret.-eive the benefit of tho 
increased rates, and then the renewal instalment,., 
will wholly fall upon them. 

Having regard to these considerations I should like 
to withdraw my reply to Question 3762. 

Qu .. tion 3165. 

I find that my reply to this question is not strictly 
correct, as in the circumstances referred to the 
renewed wagon would, of course) still stand on the 
company's capital account at its original cost, viz., 
£100, but would be i'tlcluded in the inventory of 
rolling stock at its renewed cost) viz., £200. 

Perhaps a note to this effeot attached to my reply 
may be useful. 

(Juestio·ns 3790, 3797, 3808, and 3935. 
I think it desirable to give some further expJslla,.. 

tion of the method adopted when applying the Bluo 
Form to the renewal charges which are made in the 
accounts of the noet receipts. When considered in 
conjunction with the present arrears of maintenance 
arrangement, I have found that the Government 
account would in certain circumstances be over~ 
charged if the companies were permitted to set off 
an excess charge for renewals in one abstract against 
a deficiency of renewals in the other. I have there
fore i'nsisted that no such process may be employed 
when preparing the account"! of the net receipts. 

YOUTS very truly, 
(Signed) ALBERT WYON. 

Dec.81. To Abstract 8a, viz.: 
Expenditure Dr. 9,900 

U.~II: 61i_ to equa.tie t<-

1921 
Jan. 

Dec. 81 

By balance iJa years' provisions at 
£100 per annum 

By Afuit'ad Ba. 
3,EiOO 

800 191a COfite Cr. 6,600 

Dec,iJI. 'fo BlIlaicceoanied forward, 
being provision on new 
basis of Iucrenlled It'irst 
CORt, fur the year 1921. .. 

. a,800 

auo 

Provision on new ba.sisfor 1921 

D2 



APPENDIX XXIII. 

STATEIiENT OP EVIDENCE SUBMITTED BY SIR WILLIAM PLENDER. 

1 ha'f"e conferred with Sir Albert Wyon and have 
read his proof of evidence da.ted the 4th instant, with 
which I am in agreement. 

I was invited (in &. letter from Sir William Ma.r
wood dated the 21st June, 1915) to· act in a similar 
capacity as Mr. Gurney Fowler in regard to the claims 
of those railways whose accounts were audited by 
Mr. Gurney Fowler's firm, or any member thereof, 
or in respect of which his firm acted as profeasional 
accountants. 

The companies falling under these categories afe 
as followS':-

British Railways. 
Great Eastern Railway. 
Great Northern Railway. 
Isle of Wight Railway. 
London, Brighton & South Coast Railway. 
London, Chatham & Dover Railway. I 

London & North Western Railwa.y. 
Metropolitan Railway. 
Metropolitan District Railway. 
North Eastern Railway. 
North London Railway. 
South Eastern Railway. 
South Eastern & ChaUtam Railway Compa.nies 

Managing Committee. 
Irish Railways. 

Dublin & South Eaetern Railwo.y. 
Dundalk, Newry & Greenore Railway. 
Great Southern & Western Railwa.y. 
Midland Great Western Railway. 

The letter pr&viol1S'ly referred to from Sir William 
Marwood reads:-

H The Board of Trade, in consultation with the 
Treasury, considered the question as to the scope 
of the examination to which the accounts of the 
companies should be subjected on behalf of the 
Government j and, seeing that the accounts of all 
companies are at present subject to an audit, which 
is entirely independent of the management of the 
companies, they were of opinion that payments can 
properly be made upon certificates by these inde
pendent auditors, subject to a general scrutiny of 
the chaJ:acter hereafter refened to. 

"Ita was proposed that, in the first 'place, the 
companies themselves should prepare drafts of 
certain Instructions and Schedules, that these 
drafts should be submitted to the Board of Trade, 
and that, when liruilly settled, they should be issued 
'ihrongh the comparues to their accountants, who 
would prepare the accounts on the lines thus laid 
down. This procedure was, as you know, f-ollowed, 
and the Instructions have, it is understood, been 
issued to all the companies whose undertakings 
were taken over under the Act. 

II It is further proposed tha.t the accounts will 
in due course be audited by the professional audi
tors of the companies, and will ultimately be sub. 
mitted to the Board of Trade with a view to the 
final payment of compensation when the control 

7th December, 1920. 

period has come to a.n end. Before being finally 
passed for payment, the certified claims, will be 
referred. to a consulting accounta.nt, whose duty 
it will be to satisfy himself that the principles laid 
down in the instructions have been foUowed, and 
he will also collAider more particularly the methods 
adopted in regard to such matters as depreciation 
and the allotment of charges between Revenue 
and Capital Accounts. The consulting acc-ountant 
would rely, in the main, on the certificates of the 
pr-ofessional auditors of the companies, and con
duct detailed investigations only if and when 
questions arise in the course of examination which 
a.ppea.r to make Buch investigations necessary, a.nd 
he would also be generally responsible for seeing 
that the claims are in order." 
It is my practice to consider the Claims, together 

with the supporting statements and Reports from the 
Investigating Accountants, and the Accountants Sub
Committee j and with the Reports when made of the 
Compensation Accounts Sub-Committee, and I satisfy 
myself that the Claims submitted are in accordance 
with the terms of the original Agr~ment between 
His Majesty's Government and the Railway Com
panies and the various Regulations issued as supple
mental thereto; or if not, I have required amendment 
of the claims after consultation when deemed desir
able or necessary with the Board of Trade and later 
with the Ministry of Transport. 

From time to time, Sir Albert Wyon and I have 
jointly considered variouB questions of principle or 
interpretation and have benefited by the mutual 
exchange of views. 

In my judgment, the arrangement. made for the 
examination of the compensation claims 8ubmitted 
by the companies have been business-like in safe
guarding the interests of the State, including as they 
do the imposition of the following checks;-

(1) The certification of' the claims both by the 
accountant to the company, and by the 
company's auditors or professional 
accountants. 

(2) An examination and report by the inde
pendent investigators. 

(3) A general scrutiny and minuted approval or 
qua'lification by the Accountants Sub-Com
mittee of the Railway Executive. 

(4) The report of the Compensation Accounts Sub
Committee. 

(5) The careful scrutiny and examination by my 
colleague and myself, who have been con
tinuously in touch with the Board of Trade 
or Ministry of 1'ransport j and 

(6) The general supervisory inquiry by the Comp
troller and Auditor Geueral. 

The other classes of claims, i.e., Arrears of Main
tenance and Renewal Work and Interest on Capital 
are signed by the Chief Accountant of the claimant 
company, and pass through the teste numbered (2) to 
(6) as above. 
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Submitted by SIR WILLIAM PLENDER. 

(Vide Qr'68liQPls NOl. 4032, 4075 GlU14085 i" Mill/des 0/ Evide"c:e.) 

5, London Wall Buildings, 
LondoD, E.C.2. 

8th January, BIZ!. 
E. Twentyman, Esq., 

Secretary, 
Departmental Commi'ttee 

on Railway .Agreements. 
Dear Mr. TWBNTYHAN, 

I am in receipt of your letter of the 23rd ultimo. 
The first question asked is:-

u (1) Do you consider that if-
(a) the companies have enjoyed their full net 

receipts of 1913 during the control 
period, 

(b) the Government has paid the full 
li'ability J whatever it may prove to be, 
for arrears of maintenance, 

(c) the companies' undertakings are handed 
back to them at the end of control in 
the same state as they were taken 
over-

that the companies are entitled under the spirit 
of the Agreement to enjoy the benefits of in~ 
crea~d revenue 'below the line' -in addi'tian 
to the guaranteed net receipts-arising from 
the payments made to them on account of 
arrears of maintenance, which, as indicated, 
would appear to account for increa~d receipts 
under this head amounting to an aggrega.te of 
about £2,500,000 during the three years 1917-
1919 in the case of fourteen campani'es only? )J 

The difficulty in giving an answer to this question, 
without any qllalifying observations, is that the latter 
part of the question assumes that the increased 
receipts below_the.-line shown by Sir George 
Be-ha.rre1l's statement* enclooed in your letter are duE' 
only to interest earned on payments made to the 
companies on aooount of arrears of maintenance. A 
consideration of the facts shows that the variations 
in the item of interest were due to a variety of 
causes; and further that the increase in the net 
credit, repl·esenting the difference between the receipts 
and the payments in connection with the items below
th~line, is not necessarily a measure of the benefit 
obtained by the companies "q..a-"u the Government. 

For example, the increal!le in the net credit items 
of mterest would be largely contributed to by: 

(a) The income from the investment of the in
crease since 1st January, 1914, of funds 
(General Reserve, Superannuation, Pro
vident, and Sa vinga Bank Balances, Depre
ciation and Renewal Funds-other than 
Arrears of Maintenance) with which the 
Government control is not concerned; and 

(b) The higher rates of interest obtainable during 
t.lte war, as compa.red with 1913, an Bank 
deposits, Treasury Bills, Exchequer Bonds. 
and other Government securities. 

The amount received from the Government for 
arrears of maintenance has presumably been used to 
a considerable extent in financing the excess value of 
the stocks of stores over and above the pre-war 
value-this e::'[cess value be-ing du", to the- groot rise 
in the priCes of storea. 

... Appendix V. 
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In view of the above considerations, I do not feel 
able to state that the companies should not enjoy 
the ben~fits of increased revenue below-the-line in 
addition to the guaranteed net receipts. 

'rhe second question asked is:-
" (2) If it be the case that the chargee for main

tenance in the year 1913 included certain sums 
by way of provision placed to augmenting pro
vision accounts, would not the spirit under
lying the 1914 agreement be satisfied by 
charging the Government with-

(1) the cost of physical repairs on the basis 
of 1913 physical repairs adjusted to 
current prices j 

(2) the aetual amount of the 1913 provisions 
placed to augmenting provision 
accounts in that year without any 
adjustment in respect of increase in 
prices." 

In regard to the above question I assume that:-
(fl) In referring to "repairs" under paragraph 

numbered (1), it is intended that this e:z.~ 
pression shaH cover renewals carried out, al 
the "augmenting provisions" referred to in 
the paragraph numbered (2), refer to unspent 
rE'llewal~ j 

(b) 'fhat I am to disregard any allowances for 
repairs or renewals in respect of increased 
units brought into sE\rvice. 

The spirit underlying the 1914 agreement would 
not be met under the proposal contained in the 
question in the case of a company whose allowance 
for renewals ,,'as based on its 1913 provision if the 
expression used in the question of ., charging the 
Government" limits the Government)s full liability 
in this respect only to the amount of the unspent 
1913 provision. The company would be placed in an 
unfair position if the renewals actually undertaken 
during the control period fell short of its full pro
vision in 1913, seeing that it would presumably ha.ve 
to complete, sooner or later, its renewal programme 
after the control period had ended, and would not 
ha"oe accumulated a fund during the control period 
to meet the enhanced costs. 

The regulations interpreting the agreement in this 
respect were designed with a view to removing such 
an anomaly, and to place a company in approximately 
the same position at the termination of control, 
whether it had or had not actually expended its 
renewal allowance during the control period. 

If, at the end of control, the Government accept 
the liability of meeting the renewal programme un
fulfilled during control, there is some reason for 
considering the limitation of the payments during 
control in rospect of unspent provisions to the a.mount 
thereof, without adding the percentage, namely, 
15 per cent., for highe-r costs. 

I am, 
Yours faithfully. 

W. PLENDER • 

DB 
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J?'HECIS OP EVIDENCE TO BE GIVE!ri flY SIB ALEXANDEa BVTTERWOR'rIl 
DEPARTMENTAL COMMl1'1'EE O~ RA1LWAY AOUEEMEXTS •. 

UEYOHE THE 

Prdimina:rll· 
Witness wiu say that he is the general manager 

of the North Easwrn Railw.\y, aud \U\s held t.hat 
position since 1906. 

That he alBo was a member of the Railway 
Executive Committee from its inception. 

Witness at the outset will refer to the letter of 
the 10th November, 1920, from Sir Herbert \Valker 
to the secretary of Lord Colwyn's Committee, in 
which h.e stated that he had had an opportunity of 
consulting those general managers who were his col
lea.gues on the Railway Executive Committee, and 
that after carefully considering the request that he 
should give evidence before the Conullittee, BS acting 
chairman of the Railway Executive Committee, they 
were unanimously of opinion ·that it would be im
proper for anyone of them to take this action~ in 
view of what they understood to be the scope of the 
enquiry to be held by the Committee and of the fact 
that the a.greements in question affected the rights 
of individual companies and might be the subject of 
litigation. 

He will sa.y that iu view of the fact that in the 
Press it had been freely stated (without nny refer
ence to the terms of this letter) that the general 
managers had refused to Ilssist the Committee, he 
would like to explain that the only thing that made 
the general managers reluctant to appear before the 
Committee wru; the fesr that, having regard to their 
terms of reference. a witness might be placed iu I) 

position which would lay him open to the charge of 
having prejudiced the position of companies on wh~e 
belt.libe had no right to speak. 

He will explain that the general managers were' 
under the impres6ion that the Committee would be 
able to obtain all the information they required from 
GovernIJlent officials, but tha.t from th.e first they had 
been desirous of giving the Committee all the iDfor. 
matiou in their power and assisting them in their 
duties so far as they could properly do so. 

. Witness will state that he is ll()t representing the 
views of the former Railway Exe-cutive Committee 
still less the views of the railway companies i~ 
geDeral~ only twelve of which were represented on 
that Committee, and will explain the circumstances 
which led to his being asked to give the information 
desired by the Committee. 

"Titnese on his own behalf wishes to make it clear 
to the members of the Committee that he is desirous 
of rendering them a.U the - assistance in his power. 
~e realizes t~at it JUay not always be easy, if one 
1& to speak With the freedom and frankness thUit is 
desirable, to avoid at times giving utterance to e..'"{
pr~.sions. of opinion, or at any rate disclOBing or im
plymg 'Y1ew8, as ~ the posi tiOD between the parties 
or the Ideas aud lUtentioIlB underlying traIlBactions. 
" But if this should prove to be the case, he desires 
It to be very clearly understood that; so far as any 
expression of implieation of views is concerned, he 
represeni6 no one but himself (not even hie own 
o0n;tpany and 8~i1l leEiS his former colleagues on the 
RaIlway Executive Committee) and he comes before 
the Committee on .the distinct understanding tha t 
none of the compames will be prejudiced in any way 
by anything that he may say in the course of his 
endencc. 

Formation 01 Railway Execu.tive Committee and 
Neootiatio'M leading up to the original Com
pensation Agreement. 

Witness will detail the negotiations for settling the 
terms of compensation during the few days imme-
dately preceding the outbreak of war. 

He will quote the terms originally suggested by 
the Government and read at a meeti.ttg of the Railwav 
Executive Committee on 31st July, 1914, and th~ 
memorandum submitted to the Board of Trade by 
~he ~ilwal Executive Committee in reply. 

In this connection be will n:fer to the stateme-ut 
made. by Sir "'iHiam (the-n MI.) Mdrwoc.d that the 
Law Offi(·ers consitle-t"cd it wonlt' bo Ilcc(\&'iUry for an 
ugreement to be nla.de with tile railways 88 to the 
disposal of the receipts.. 

\\'itlle8S will quote the. proposa.l made to the Board 
of Trade by the Railway KXE-cutive C-ommittee on 
the 31'd August, 1914, and will rE-fer to a ml\mol·andnm 
prepared b.v the Railwuy Ex('("uth·c Conlmittet:! Oil 

the following day gi,·ing tht!il I"t!H.~01l8 for making 
this proposal. 

Witness will t·efer to tbe acceptance by the Govern .. 
ment on the 6th August of tho Uailway Executi· .. e 
CommittE:'e proposal, subi~et to the addition of a. 
II proviso, n and to the stops taken by tho Railway 
EXt!('uti\'e Committee to obtain the assent of all the 
contl'olled railway compani&l to the arrangement" 
(Iuoting from the official lette! issupd to the com~ 
panies the reasons which led the Railway Executh·e 
Committee to recommend acceptance. 

Vlitness wiH refer to the public announcement on 
the 5th August with regard to the contro] of tho 
railways, and also to the letter from the War Office 
to ea(·h rail,,"ay company ~Uillg thpm to ('arry on 
~ usual subject to the instructions of the EXecuti,"e 
Committee. 

Witness will then proceed to deal with the steps 
taken by the. Railw~y Executive Committee to pre
,,"ent compames takmg ad'"alltage of the Gove-rn
~ent guarantee to spend money extravagantly or to 
ImprO\"e their plant at the t.xlmnse of the Govern
ment l and will refer to a le.tt('.r du.ted 9th August, 
1914, to the Board of Trade on thiR matter, saying 
that the Railway Executin' Committee had th~ 
matter in hand. 

Witness wiU proceed to detail the st('p~ tak<'n Lv 
the Railway Executive CommittC'le to 8('('ur(', as fa'r 
IlS possible, the economical working of the ruilwll.Ys 
during the Government controL . 

In this cormection witnt'SS will l"eflll" to the s(.tting 
up of the Ac-C"o\mtat\ts' Committt-'00 (de-nIt with mOl"t' 

fully Inter in the proof) and also to a (~irrillar b,tt('I· 
which was issued to the eompani£'s on th(> 13th 
August,. which sets out fully the poJic~ .. aclopWt} hy 
the Railway EXecuti,·c Committee, and to a lettt'l" 
dated 13th September, 1914, notifying to the Board 
of Trade the 8eCE:'ptnnec of the agreement by all 
companies. 

Definition oj the Term "Net Receipt$ IJ tJftd 
Periodiml Payrne71t.~ on Accot.l1lt. 

\Vitness will rE:'fer to the necessity which arose 
early in the Control period for some definition of 
" net receipts," and also for periodical paYments to 
be made on account, nvither of which points were 
provided for under the original agreement. 

He will explain the connection between these two 
points, and will detail the negotiations with the 
Government with regard to them up to the 12th 
October, 1914. 

EJ."tensu}fl. 0/ Compensation Agreemt'llt to 1915. 

Witness wiU state the steps taken in connection 
lvith the extension of the compensation agreelP~nt 
to the year 1915. 

He will also refer to the negotiations lE"ading up 
to the arrangement under which part of the firRt 
waT bonus was horne by the railway companies as a 
8et-off against the " proviso," which the Government 
agreed to drop as from the 1st January. 1915. 

Witnes~ will explain the views of the railway 
companies with regard to this matter, and will give 
figures showing the finan<"ial ~ffect of the U proviso " 
and of tba arrangement above "I"eferred to. 

Supplemental ClaUleJ (PinT; Book). 

"'"itne"iO!'I win refer to the circumstances weich led 
"to the consideration of these Clauses) and in this 
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connection to the questions whether surplus receipts 
belonged to the Government. or to the railway 
companies, and how far it was open to the companies 
to raise charg-es against the Government. 

Witness will refer to the meeting at the Board 
of Trade on 23rd July, 1915, and to Sir William 
Marwood's letter of the 1st September. 1915, on the 
question of charging Government traffic. 

Witness will e-xplain the various points of inter
pretation or amplification of the original agreement 
which the railway companies considered should be 
settled, and wjll refer to a meeting on -the 2nd 
November, 1915, with Sir Thomas Heath and Sir 
John Bradbury, at which a request was made for 
these points to be tabulated; to a memorandum pre
pared by .Hm and handed to the Treasury in 
December, 1915, and to a second meeting with Sir 
Thomas Heath and Sil' John Bradbury on the 4th 
JnIlUary, 1916, at which agreoment in principle was 
arrlved at, subject to certain information being 
'Iupplied n.s to the finnneial result of the various 
proposals. 

Witness will refC"r to the approximate estimates 
which were supplied to the Treasury, and to subse
quent discussions, first, with the Government account
ants on the 31st January, 1916; and, secondly, with 
the Treasury officials on the 29th ?t1nrch, 1916, which 
ultimately resulted in the Pink Book being issued as 
an agreed document. 

Witness will enumerate the six points dealt with 
in the Pink Book, and the other points originally put 
forward by the Railway Executive Committee, and 
will explain the reasons underlying each point, and 
the result of the negotiations under the following 
heads :-

(1) Capital Expenditure. 
(2) Store •. 
(3) The" Proviso." 
(4) War Bonus. 
(5) Renewal of Permanent Way and Rolling Stock. 
(6) Allowances to Dependants. 
(7) Arrears of Maintenance and Steamboats not 

taken over by the Admiralty. 
(8) Leap Year, 1916. 
(9) Damage by Bombardment or Aircraft. 

(lOLAdjustment of Accounts. 

Arrem'! QJ Maintenance. 
Witness will refer to the document prepared by the 

railway companies and discussed at the Board of 
'I'raM on the 14th October, 1914, in which this ques~ 
tion was first officially raised. 

He will refer to the opinion expressed at that 
meeting by Sir William Plender. 

Witness will quote from a letter written to the 
Board of Trade on the 27th October, 1914, pointing 
out that in view of the various kinds of work being 
undertaken for the Government, necessitating the 
postponement of renewal and repa.ir work, it would 
be necessary to include _ in the railway companies' 
claim against the Governmf'<nt a sum to cover the 
cost of deferred "'ark. 

Witness will refer to subsequent discussions leading, 
to the clause in the Blue Book in which the Govern
ment admit their liability on this point. 

Witness will quote the Railway Executive Com
mittee's letter to the Board of Trade of 16th January, 
1915, setting out their understanding of this clause, 
and the Treasury letter, dated 10th February, 1915, 
accepting their view. 

Wi..tnes& will then proceed to detail the negotiations 
with the War Office in connection with an extended 
and more systematic use being made of the railway 
('ompanies' shops for munition work, which led to 
monthly payments being made on account of arrears. 

He will quote from a memorandum dated 8th 
April, 1916, Bubmi'tted to the War Office, and will 
refer to the steps taken to increase the manufacture 
of munitions by the railwnwy companies, and to ,"'l 

further memorandum dated 20th May, 1915, pre
pareU at the request of Lord Kitchener dealing with 
the financial questions involved in 'the extended 
manufacture of munitions by rallway companieS!. 

Witness will refer to the discussion at the Board 
of Trade on this matter on the 18th June 1916 
when the Treasury representatives agreed to th~ 
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snggestions for payments on account contained ill the 
memorandum of 20th May, 1915, subject to further 
information being supplied justifyi'ng the proposed 
addition of 12i per cent. to preMwar costs. 

Witness will refer to the steps tab:en by the 
Government to satisfy themselves as to the reason
a.bleness of the proposals of the railway companies 
before Treasury sanction, first, as regards rolLing 
stock (Abstract B), find secondly, as regards 
permanent way, signals, telegraphs, &c. (Abstract 
A), was given. 

Witness will refer to the issue of the agreed 
I\.rrangements in the printed document dated 25th 
January, 19]6, known 8S the Yellow Book. 

Witness will next proceed to explain ~hortly the 
principles underlying the agreed formuloo which are 
set out in tho Yellow Book. 

Witness will state that these formulre were only 
agreed for the peri'od up to the end of 1915, and will 
refer w the 8uggl."stion that a higher percentag(' 
addition, in place of the 121 per cent., should be 
fixed for the year 1916, 

He will refer (1) to the memorandum handed to 
the Treasury on 17th December, 1915, (2) to the 
meeting with the Treasury on the 29th March, 1916, 
(3) to the letter written by the Railway Executive 
Committee to the Board of Trade on 23rd January. 
1917, sugg:esting an additi'oll to pre-war costs of 33j 
per cent. in respect of arrenrs accruing in 1916, and 
(4) to a letter written by witness to Sil- Willia.1Il 
Marwood on 3rd April, 1917. 

He will then proct>ed to explain the difficulties 
outlined in the last-mentioned letter, which at thit 
stage led the railway companies to suggest that in
stead of a fixed percentage over pre-war costs, the 
payments made pE'lriodica.lly should be treated as pay
ments on account, and a final settlelllPnt be made at 
the end of control. 

Witness will refer to further discum.ion.s on this 
matter with the Government Accountants, the 
Treasury Officials, ana the Board of Trade, which 
ultimately resulted in the Board of Trade letter to 
the Treasury of 3rd May, 1917, and (after a meeting 
on the 19th June, 1917, between the Railway 
Executive Committee and officials of the Treasury 
and Board of Trade) to the acceptau<le in principle 
by the Government of the railway proposals) and to 
payments on account being made on the basis of 115 
per cent. of pre-war cost. 

Witness will refer to a letter from the Board of 
Trade to the Railway Executive Committee dated 
13th June, 1918, dating back the new percentage of 
115 to the commencement of control. 

Witness wiU refeT shortly to arrears of main.tenance 
outside the arrangement come to for payments on 
account, and will explain the position in the case of 
(a) steamboats and (b) other items of expenditure 
outside Abstracts A and B. 

Financial and Ac(~olln.tanr1r worJ,.~ 0/ the Railwa-y 
Execufive Committee. ' 

W.itness will proceed to detail the financial and 
accountancy work undertaken by the. Railway 
Executive Commitrtee (a,) on behalf of the railway 
companies, (b) on behalf of the Government, and will 
exp1ain the origin, constitution and main functions 
of (1) a Joint Committee of general manager& and 
accounta.nts (called at its inception the "Special 
Committee" and afterwa.rds the Compensa.tiou 
A~ounts Su~ommittee); (2) the Committee of 
Aooounta uts; (3) the Committee of Investigators. 

He will refer, in dealing with the duties of the 
Compensation Accounts Committee, to the action 
taken by them early in 1916 in the case of companies 
whose expenditure on maintenance of wa.y and works 
and rolling stock considerably exct>eded the corre
sponding expenditure ill 1913. 

Witness will then explain the organisation set up, 
and the duties of these Committees, under the follow
ing general headings: -(a) the preparation of in
structions for the guidance- of rnilway companies 
and (b) the supervision of the compensation accounts 
of the companies. 

(a) Witnes& will refer to the discussions and nego~ 
tia.tions with the Government representatives which 
took place .in October and November, 1915, and 
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which rGButted. in March, 1915, in the wue of the 
Blue Book. 

He will then briefly refer to the emergency in. 
structioDS issued on the advice of the Accountants' 
Committee and subsequently embodied in the Blue 
Book, and wiU shortly explain the steps taken by 
the Accountants' Committee in connection with the 
issue of the subsequent printed instructions, and the 
reasons why and the extent to which the Eluccessive 
issues differed from previous instructions. 

Witness will then discuss the question how fal' 
instructions issued by the Railwa.y Executive Comw 
mittee on matters of accountancy were and are bind
ing upon the railway companies. 

He will refer to the alternatives which were open 
when the August, 1914, Agreement was made, and 
will give his reasons for thinking that the course 
pursued was the right one. . 

(b) Witness will refer to the observations of Sir 
William Plender in his memorandum of 29th Sep. 
tember, 1914, and will refer to the proposal made 
later to set up a small committee to scrutinise Com
pensation Accounts. He will also refer to the deci
sion of the Railway Executive Committee on 14th 
December, 1914, to appoint a sub--committee of in
vestigatol'o, and will detail the steps taken by the 
Railway Executive Committee to obtain the assent 
of the controlled railway companies to this additional 
accountancy check. 

Witness will quote from a circular letter sent out 
to the railway companies on the 13th January, 1915, 
announcing the procedure for investigation which 
had been accepted at a meeting of General Managers 
of all the controlled companies. 

Witness will refer to the instructions given to in
vestigators, and will also produce, if required, a set 
of questions which were drawn up by the 
Accountants' Committee- in order to direct the 
enqUll'le8 of the investigators to the more 
important points. 

Witness at this stage will explain 10 summary form 
the functions and procedure of the three committees 
in dealing with the examination of claims against 
the Government. 

He will also explain how far it came within the 
function of these committees to give decisions or 
express opinions on the merits of any point in 
dispute. 

Witness will comment on the heavy burden under
taken by the members of these committees, and also 
the anomalous position in which their duties placed 
them. 

He will also refer to the procedure adopted at the 
request of the Minister of Transport after the pass
ing of the Ministry of TraDBport Act, and to the 
criticisms passed upon the railways in the Press and 
elsewhere with reference to the supervision of railway 
ucoouuis, and in other directions. 

In concluding the main pa.rt of his proof witn_ 
will refer to the 8teps taken by the Government 
accountants and by the Treasury to secure that the 
railway aocoun:t& were properly compiled by deviling 
a stringent form. of certificate to be sig~d by a 
professional accountant. 

Be will also quote from a letter dated 1st June, 
1915, from the Board of Trade to the Railway Execu· 
tice Committee) in· which are recorded the arrange
ments made 'by or on behalf of the Government 
for a thorough oversight of and check upon the 
preparation of the compamee' accounte so far sa 
these affected the claims against the Government. 

Witness will then proceed to deal specifically with 
the poin,ts refer~d to in the notes banded to Sir 
Herbert Walker and himself on the 15th December, 
1920, so far as they are not covered by what has 
already been stated, under the following heads!-

1. Generally as to the circumstances ,surrounding 
the negotiation of the original agreement as 
to net receipts; 88 to the railway view on 
the connection be.tween the agreement and 
tbe Act of 1871. 

2. Railway Executive Committee: constitution, 
powers and functions, t'il-Q.-wil Government, 
"ir-li-t1i, railway companies. 

3. Investigation of claims: constitution, powers 
and functions of Investigators, Accountants' 
Sub-Committee and Compensation Acconnts 
Committee, "i&-«-vu Government and com· 
panies. 

4. Government accountants: relatioDa with Rail
way Executive Committee, Accountants' 
Sub-Committee, etc., Railway Executive 
Committee's view as to authority of Govern
ment. accountants j as to authority of 
accounting instructions. 

5. Division of Revenue Account above and below 
the line: circumstances surrounding. 

6. War Bonus Contributions: circumstances 
leading up to commutation in 1917. 

7. Proviso deduction: as to 1913 being a peak 
year. 

a. Circumstances in which Clause 4 of Blue Book 
was amended by Circular 686 (increased first 
cost). 

9. Circumstances in which Arrears of Maintenance 
instructions were amended providing that 
there should be no set off between abstracts. 

10. Circumstances in which arrears of mainten
ance formula was amended in Brown Book 
as a result of which Government wn.s charged 
with the additional cost of excess renewais 

11. Circumstances leading up to formulation of 
supplementary clauses (Pink Book). 
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MEMORANDUM WITH REFERENCE '1'0 'fHE FINANCIAL ARRANGEMENTS BETWEEN THE GOVERNMENT 
AND TUE RAILWAYS. 

PRELIllINABY SUTEKENT BY WITNESS (8m 
ALmtANDEB BUTTBBWORTB). 

Witness will say that he is the General Me.nager of 
the North Eastern Railway, and haa held that position 
since 1906. 

That he was a member of the Railway Executive 
Committee from its inception. 

Witness at the outset will refer to tho letter of the 
10th November. 1920, from Sir Herbert Walker to 
the Secretary of Lord Colwyn's Committee, in which 
hE' stated that he had had an opportunity of consult
ing those General Managers who were his colleagues 
on the Railway Executive Committee (seven out of 
the original twelve), and that after carefully COll

sidering the request that be should give evidence 
before the Committee, 8S Acting Chairman of the 
Raihvay Executive Committee} they were unam.i
mously of opinion that it would be improper for any 
one of them to take this action, in view of what they 
understood to be the scope of the enquiry to be held 
by the Committee and of the fact that the agreements 
in question affected the rights of individual com
panies and might be the subject of litigation. 

He will say that in view of the fact that in the 
Press it had been freely stated (without any referenre 
t.l the terms of this letter) that the General Managers 
had refused to a.ssist the Committee, he would like 
to explain that the only thing that made the General 
Managers reluctant to appear before the Committee 
was the fear that, having regard to their terms of 
reference, a witness might be placed in a posit.ion 
which would lay him open to the charge of havmg 
prejudiced the position of companies on whose behalf 
he had no right to speak. 

Witness wishes to make it clea.r that he is not 
appearing before the Committee in order to present 
the views of the former Railway Executive Com
mittee, still less the views of the railway companies 
in general, only twelve of which were represented on 
that Committee. 

The general managers understand that what the 
Committee chiefly desire to hear from them is au 
account of the circumstances which led up ,to the 
vaTious agreements or arrangements and regulations 
entered into or issued during the war with reference 
to the Government control of raHways on the financial 
!!-ide, and as witness was actively concerned in nego
tiating or framing a number of these, he has been 
requested to give the information asked for. 

Witness on his own behalf wishes to make it clear 
to the members of the Committee that he is desirous 
of rendering them aU the assistance in his powel·. 
He rea lises that it may not always be eaBY, if one is 
to speak with the freedom and frankness that is 
desirable, to avoid at. times giving utterance to ex
pressions of opinion, or at any rate dieclosing or 
implying views, as to the position between the parties 
01· the ideas and intentions underlying transactions. 

But if this should prove to he the case, he desires 
it to be very clearly understood that, so far as any 

,expression or implication of views is concerned, he 
repre"ents no one but himself (not even his own 
company. and still less his former colleagues on the 
Railway Executive Committee), and he comes hefoN 
the Committee on the distinct understanding that 
lione of the companies will be prejudiced in any way 
by anything that he may say in the course of hi;;; 
E'videm·('. 

THR FORMATION or THE RAILW,'Y EXECUTIVE COM

MITTEE AND THE NEGOTIATIONS LEADING UP TO THl: 
AGREEMENT AS TO COMPENSATION. 

On the 31st Julv, 1914, when the outbreak of war 
was imminent, the Committee held a meeting at 
which a memorandum. handed to the Acting Chair
man by Sir William Marwood (then Mr. Marwood), 
was read, embodying the proposal of the Government 

for dealing with 'the question of compensation to 
the railways, if the Act of 1871 were put into force. 

The memorandum reads 88 follows:-
"To ascertain the compensation payable the 

II aggregate net receipts of all the railways taken 
"over during the period for which they are 
"taken over shall be compared with a similar 
" aggregate for the corresponding period of the 
II previous year (query average of thrtle previous 
"years). The ascertained defiCIency, if any, less 
" any amount of such deficiency which is attri
"butable to causes other tItan the operation of 
II the Act, shaU be the amount of compensation 
"due. Any question as to the amount of the 
"deficiency attributable to causes other than 
II the operation of the Act shall, in default of 
"agreement between the Board of Trade and 
"'the Executive Committee, be det,e.rmined by 
" the (Railway and Canal Commission)." 

" The bum paid in compensation together with 
"the net receipts of the railways taken over 
II shall be distributed among the railway corn
"panies in proportion to the net receipts of 
II each lompany during the period with which 
U comparison is made." 

II The above. agreement to apply to all the 
II railways represented on the EX8Cutil"e Com .. 
" mittee, which will use ita good offices to induce 
H other companies to adhere thereto, especially 
II those whJch it may be of importance to take 
" over under the Act." 

It will be observed that in this document, a8 
throughout 'the negotiationa, the Board of Trade and 
tbe Executive Committe-e are treated as the two 
negotiating parties on behalf of the Government and 
the railway companies respectively, though it is 
rec.()gnised that the Executive Committee had no 
power to bind the companies. 

After discussion the Committee decided to submit 
the following memorandum to the Board of Trade:-

II The Executive Committee understand that 
"in the event of a national emergency it has 
"been decided that all the railways in Great 
" Britain will be taken over by the Government. 
H The Executive Committee recommend that at 
If the time the railways are taken over, all the 
" dock properties belonging to the railway com
"panies should also be taken over. On the 
II understanding that this will be done the Execu
CI tive Committee consider that the question of 
"the pooling of receipts does not arise, inas
" much as the Act of 1871 provides all necessary 
" machinery for adjusting any questions of com
" pensa.tion between His Majesty's Government 
"and all or any of the railway companies. JI 

a In the view of the Executive Committee the 
" revenue of the rn.ilway companies whose rail
" ways are taken over will belong to the Govern
" ment.' .. 

"Any apprehension that an individual com~ 
/I pally may obtain an advantage through the 
"transfer of tr~ffic consequent upon the exer
'( cise of the powers of the Act~ would appear J 

" therefore, to be without foundation." 
This shows that, at nny rate at this juncture, it 

was not the railway companies, but the Government, 
who were anxious for an agreement ha.sed on a pool 
of net receipts and a Government guarantee. There 
was nothing in the Act of 1871 that gave the Govern
ment the right to set off a gain to one company 
against a loss to another, and there can be little 
doubt that the power to do this (in effect, though 
not in terms) was one of the main objects of the 
Government in pressing for an agreement on the 
lines suggested by them. 

Indeed, whe-n one considers the provisions of and 
procedure under that Act} and the need under it (If 
dealing separately with each company whose rai1wa., 
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wae taken over, one can see (apart from the great 
operating advantages which a pool of net receipts 
would insure) the attraction·to the Government of an 
arrangement of this 80rt--one form of agreement on 
identical lines for all companies, and a simple for
mula dispo:3iug once and for all of what WaB pro
bably the most important, as well as the most diffi
cult of ascertainment, of all the various items of 
compensation which, in default of agreement, might 
have to be assessed. 

Later on the same day (July 31st, 1914) three 
members of the Committee saw Sir William Marwood 
with reference to the memorandum quoted above, and 
were informed that the Law Officers took a different 
view from that expressed in the memorandum, and 
had informed the Board of Trade that it would be 
lleCeSSal'Y fol' an agrooment to be made with the 
railways al:l to the disposal of the receipts. 

On the 3rd August, 1914 (~londay), the Executive 
Committee agreed to submit to the Board of Trade 
,ne following memorandum as the basis of an 
agreement betwe€n the raHways and the Government, 
and to intimate that jf it were approved, they would 
liSP their good offices to induce all companies whose 
systems were taken over to adhere to it:-

,,' To ascertain the compensation payaQle, the 
" aggregate net receipts of all the railways taken 
"over during the l)6riod for which they are· 
"taken over shall be compared with a similar 
II aggregate for the corresponding period of the 
" previous year. The asc~rtained deficiency shall 
" be the amount of the comp('n~ation due. Any 
"(Jllestion as to the amount of the deficiency 
"shall, in default of agreement, be determined 
" by the Railway and Canal Commission." 

'I The sum so payahle as compensation to
" gether with the net re.ceipts of the railways 
CI taken over shall be distributed among the 
" railway companies in pl'oporbton to the net 
II rcceipts of each company during the period 
"with which oompaJ'ison is IlIade . ." 

The language of this Memorandulll followed exactly 
that of the proposals of the Board of Trade save for 
the important omission of ally reference to deficiency 
" attributable to cauNes uther than the operation of 
the Ad.," words which apart from the principle 
involved would have l)('~m certain to lead to endless 
questions and disputf'~' Tho l'efl.'rclIce to an avel'agp 
of three ycars, and the words" if any," ar(' also 
omitted. 

On the 4th Augn"t, 1914, the question of CODl~ 
pensation \Vas again discussed by the Committee, 
and a Sub-Committee of fonl' members was deputed 
to prepare a memorandum, giving the views of the 
Committee and the reasons ~o be nrgE.'d upon the 
Government to indu('e them to accept the recom
mendntion made 011 thc 3rd August, 1914. A 
memorandum was prepared the S!lme d.ay, and the 
Sub-Committee wen' l'PqHt'~tNl to prest'nt and expiaiu 
it to the Board of Tl'ude official"! on the following 
Dlormng (Augu<;t 5th). 

In this memorandum emphasis was laid on the 
desirability of an und(>l'standing in advance a!'i to 
financial nTl"angement!l. It. was suggestod that th~ 
essentials of any agreement were that it should be 
fair to both l'Iides, simple in effect and economical 
in its re!'il1Jt~, so far as was comlistellt with efficiency, 
aud it WHS intimated that in the view of t·he Com
mittee tIlE.' only practicable arrangement, which 
combined these essenti~\IR, was a guarantee to the 
companies of their normal riet receipts. It was 
pointed out that !'iueh an arrangement was usual 
in other count.ries in times of emergency; that 
although cortaiJI traffics might be adverRC'ly afft'CtE'd 
01' destroyed by ,b,·· war, the emergency itself would 
create nt'w traffic and further, that such an arrange
ment would obviate f'laborate accounting. and so 
effect economy. 

On the 6th August, 1914. Sir Willinm Marwood 
intimated that tho Government would be prepar('d 
to accept the proposal of the Committee, subject to 
th£' following proviso:-

" Provided that if the aggrf'gate net receipts 
II for the first half of the vear 1914 are less than 
" the aggregate net receipts for the first half of 

" the year 1913, the ascertained deficiency shall 
"be reduced in the like proportion-" 

and on the same day, by letter to the Board of Trade, 
the Executi,"c Committee intimated that they would 
recommend the companies to accept the arrangement 
80 modified. (The efft-et of the proviso, added by the 
Board of Trade on the 6th August) and its subsequent 
c.uncellntion, are dealt with later on.) 

On the 8th August, 1914, an official letter WAS 

i&!Jued by the Railway Executive Committee to nil 
the controlled railway companies, in which the 'Com
mittt'e based their recommendation of the ncceptance 
of the proposed agreement upon:-

(1) The advantage to the nation from a working 
point of view, because the Executive C-om~ 
mittee would be able to exercise their func~ 
tions with a yingle eye to the efficient working 
of the railway!,! without having to consider 
the possible effect of any particular scheme 
of working upon the interests of individunl 
companies. 

(2) The rcndering unnecessary the preparation of 
elaborate accounts and return~ and compli .. 
cated arbitrations. 

In the meantime the formation of the Executiv(lo 
Committee and the fact that the control of the rail
ways had .been vegted in it bad been publicly 
announced (" Times," August 5th, 1914), and a letter, 
dated midnight 4/5th August, 1914, had been sent 
by the Wal' Office to each railway company, notifying 
them of the Order in Council and the taking over the 
railways under the Act of 1871. The letter Raid, 
" You will carryon as u~ual, subject to the ill8truc~ 
tions of the Executive Committee," thUB clearly 
notifying to the companies the authority of the Rail. 
way Executive Committee. 

It was evident that an arrangement of the Bort 
come to would offer opportunities to a company to 
spend money ('xtravagantiy or to improve itH plnnt 
at the expense of the GovernmentJ and 80me of the 
GOVAMlment officials were apprehensive that this 
might be done. 

This appears from a letter dated 9th August, 1914. 
from the Railway .f4;x('('utin' Commitwl' to the Board 
of Trade:- . 

" DJo;AU Sm, 
"We understand f .. om the statements you 

" mnde to us to-dny t.hat there iM some appre
"hension on tlw pnl't of the advisers of tlH' 
" Government that advantage may be taken by 
" ~ome compnllieA of the settlement provisionally 
"'come to wi th the Government 88 to the haBi8 
"of compemmtion under Section 16 of the 
II lteguiation of FOl'ce~ Act, 1871, to spend 
"abnormal sums out of revenue 00 the maio~ 
" tenance and renewal of tlwir Jines and stock. 

" I have to ~av that while the Executive Com
" mittue canllot ~believ(' that any company .. ould 
" be capable of nctillg in such a manner, they 
<l hnve from the first regarded it a~ nn obliga.tion 
"of honour to prott'Ct the Govornment againet 
(' the possibility of such an event, and they had 
" befol'e your visit already token steps to safe
" guard the positioll of the Government in this 
" I·espect.·· 

" Yours faithfully, 
"(Sgd.) H. A. WALKER, 

" The Presiaent, " Actina Chairman." 
"Board of Trade." 

The Railway Executive Committee were ful1y alive 
to the point, although they \",'re confident that action 
of this character would he very exceptional, jf it 
lJCCurred at all, alld in thp.ir Circular Letter of 
.August 8th, 1914, they had adverted to the point. 

They foresaw, however. that some supervision and 
co-ordination of accounting method 'I would have to 
he established, and 011 tlw 9th AugustJ 1914, they set 
up a Sub-committee of Accountants to consider and 
report upon the acrouutnllcy arrllllg;ements and in
structions, which thf' carrying out of the agr4!ement 
with the Government would call for, r-ecognising that 
it lV01lrd b(' most difficdt, if not indeed wholly im. 
possible, for the Boa.rd of Trade or the Treasury to 
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check the accounts and regulate the financial opera
tions of the railway oompanies (fiO far as these 
atfected the Government) without assistance from 
them. In short, to use n phrase in vogue nt the 
time, the Railway Executive Committee decided to 
constitute themselves the H Watch-dogs" of the 
Government, and promised the Board of Trade thnt 
t.hey would 90 aot, though strictly this was no part 
of their duties. 

[rldeed, in all that passed before the war or during 
tho negotiations which culminated in the agreement 
of 6ti: August, 1914, no hint had been given that 
the Government looked to the railway compatlies for 
assistance in matters of accountancy, and of course 
there was nothing in the Act of 1871 to CRst any 
such duties upon them. 

Oue ot the first acts of the Committee of 
Accountants was to draft emergency instructions 
(which were sent out to the companies on the 19th 
August, 1914), explaining the line to be dra.wl1, ns 
regards revenue and expenditure, between items 
a.ri~il1g before or after 5th August, 1914, payments 
to families of Reservists and Territorials, etc., etc. 

(Tt.is wns the first set of accountancy instructions 
sent. out under the authority of the Railway 
jl~xe(·utive ('ommittel'; til(' whole question of such 
instructions, their authority and foree, is discussed 
law •. ) 

Th.e setting up of this Committee of Accountants 
wns no doubt one of the steps referred to in Sir 
HOlbert Walker's letter of 9th August, 1914. 

Probably another was the preparation of a further 
lettRr to the companies, which was circulated on the 
13th August, 1914, and in which the whole subject 
of the spirit nnd intf'ntion of the agreement and the 
obligations which would be cast upon the companies, 
was dealt with at considerable length. 

Th(· following are extracts from the letter: 
" It is l!ardly necessary to point out that the 

" arrangement is one which, in spite of its great 
. ~ convenience both to themselves and the corn
u pallies j the Government could not have agreed 
"to, had they not been assured of the absolute 
" good fnite of the companies, and had they not 
" felt certain that they could rely on all officers 
"of the companies concerned acting loyally up 
" to the spirit of tho arrangement. 

"Broadly speaking, the idea underlying the 
., llrrangemellt is that the financial results to 
., each company for the period of Government 
.. control shall be the same as if the railw:l)'g 
" had remained under the coutrol of the com
I' panies and the receipts and expenses of each 
"railway had been the same as they were in 
(I the corresponding period of the previous year 
" subject to a deduction proportionate to an; 
rc falling off in net rec'6ipUi disclO!led by the 
"accounts of the companies as a whole for the 
"first half.year of 1914. The result is that 
•• during the period of Government control the 
" advantage of all economies will enure to the 
"benefit of the Government, and, corre
II spondingly, the whole burden of expenditure 
" will fall on them." 

"'1'his state of :things abvlously imposes an 
"honourable obligation upon the companies to 
" SE'oe that all proper economies are made, aud 
., that no a.·bnormal or unneoessa.ry expenditure 
" is incurred." 

• • • • • • • 
"Again, it may be found that eer,tRin trains 

" have. become unnee(!oS!!.ary or have censed to be 
"remnnerative, In these (·ases the Government 
" will naturally expel·t each oompan~' to reduce 
C C its train service from time to time, so far as 
" it ca.n reasonably do 80." 

.... .... .... .... .... .... .... 

"Then, again, questions may arise as to the 
H amount to ,be expended on the maintenance 
II and renewal of wa.y and 'Works or rolling stock. 
II Under these heads it will no:t be open to a 
CI oompauy to include in its working expen!!.98 
.. any greater fmm than is required to mainta.in 
U its works and plant in an effiC'ient C'ondition. 
'f inc1udin!t due fllLowan('e for reu('walB, anel if 

II the expenditure of any company upon any item 
,I of maintenance exceeds the corresponding 
"figure in the previous year, the Oovermncllt 
" will no doubt, in the absence of specinl justifi. 
"cation, expect it to be shown that the addi
'j tional expenditure was rendered necessary by 
.. their requirements, or by the exceptional 
"charaoter or quantity of the traffic carried 
"during the period of Government ('ontrol. 
"This point has been definitely raised by tl\(~ 
"Treasury, and the Executive Committee ha\,(' 
"had no hesitation in giving an as!lUrnnCe, on 
"'behalf of all the oompanies take!] over, that 
.. no unfair advantage will be taken of the 
"present situation in connectio!l wJth the 
" renewal of ,yorks or plant." 

Reference Dlay here be suitably made to the cffor+,s 
made ·by the Rnihvay Executive Committl.'<c through· 
out the war to keep down expenses as fill" IlR lU·:wti
(>able with .the obje('t of reduoing to the utmost 
possi'ble extent the burden on the nation of the 
Government guara.ntee. 

Ali an illustration may 'be quoted the Circular 
Letter of 17th September, 1914, advising the 
reduction of traiu servi('es, both passenger and goods. 
to meet decrease in :traffic and saying "the oblign
"tions of the Executive ComDlittee to the Govern
.. ment make it necessary that every effort should 
" be made to curtnil working expensee." 

In em bsequent instructions directions were issued 
e.xtending this policy to economies in other diT('('~ 
tions, t' ,9 .-(i) in the user of coal, stationery and 
timber (in some ca!!.es admittedly owing to national 
shortage); (ii) by the stoppage of ('anvasf.ling and 
advertising; (iii) by placing limitations all pas
sengers' luggage, slowing down tra ins and othel' 
economies in working; (iv) ~aking steps to reduce th(' 
amonnt of clericlll work. 

In many of these decisions the Railway Executive 
C.ammittee were, in addition to reducing working 
expe.nses, uetuatf'd hy a de.;;ire to libPratt.~ men for 
military servj('e 

As c_onfirming the foregoing, attention may be 
drawn to paragraph 98 of the 'I'hird Report (1918) 
of the Select Oommittec on National }4~xpenditnrf' 
(C,D. 59), whid. says:-

"Since the companie" are secl1l'£>d against 
" loss, no matter what their f'xpenditure JUay bf', 
"and since their management remains in tht' 
"hands of their former officials, there is an 
" obvious danger of relaxation of control, and of 
"a consequent increase of costs. Our sub-com
II mittee, which ha.':I been investigating this sub
" ject, has made careful enquiry into this aspect 
" of the matter so far as relates to Great Dritain. 
II It has found no J"eruwn to conclude that such 
« results have o('currad. The cnUBC6 "'hiC'h con
" tinue to mnlie for e('onomical monagt.'lnent are, 
" first, the desire of the directors, the managers 
" and -tlwir !!.taifs. fiB good citiz("ns, to protect 
" the public interest by preventing extravagan('() 
:: from which the taxpayer would suffer; nnd. 

sRoondly, the pr08pect thnt after the wa.r the 
" effecte of any laxity of control would cont.inue. 
" W·hether the railways reverted to pl·ivnte mau
" agament and the shareholders suffered the 1089 
" or whether they remained in the 118nds of th~ 
.. State, the officia1s who -had been to blame for 
"waste would be held responsible, and their 
" future would be prf"judiced.1I 

On the 13th Spptember, 1914, the Executive Com
mittee notified the Board of Trade that all the com
panies taken over had signified their acceptance of 
the Agreement, and the Boa.rd of Trade took Lh(. 
opportunity to make n public announcement in th(> 
Press as to the terms of the Agreement betwcol1 th(> 
Government and the railway oompanies. 

Definition of the term "Net Receipt .• " anti 
Perifldical Pa·ym.eniR on A rcollnt. 

It will be noticed that although the Agreement 
provided for the ascertainment of the amount of 
compensation cfup and the manner of i'M distribution 
among the railw·'lY companies, nothing was said Aither 
as too what 1/ R.cceipts" should be included in th~ 
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arrangement. or aa to when payment was to be 
made. 

Early in the control period, partly in view of the 
compani'es Dot being pa.id for special work (outside 
conveyance) dODe for Government Departmenta, and 
partly because the cash receipts of some companies 
were very much reduced, with the result that they 
had to apply to their bankers for an overdraft (for 
the Government were making no payments for the 
conveyance of military and naval traffic), the ques
tion arose of approaching the Government a.s to find
ing the necessary money to pay current expenses 
and meet bank interest. 

The two questions, viz.: the definition of net 
receipt!! Rnd the- date of payment of compensation, 
were closely connected, because much turned upon 
whether II general interest," which forms a head of 
II MisceUaneous Receipte," was to be included in tht" 
Government guarantee. 

A Committee of four general managers waR 
appointed (21st and 26th August, 1914) to consider 
the matter, who, in consultation with the railway 
accountants, prepared a memorandum and report in 
which they recommended (1) the exclusion of mis
cellaneous receipts from the guarantee and (2) pay
ments on account by the Government at fairly short 
interVAls, an arrangement whi('-h they thought would 
afford a satisfactory solution of the interest question, 
both as between the Government and the companies 
and as regards the companies inter se. 

The Committee's report was Bubmitted to the 
Railway Executive Committee on 31st August, 1914, 
and they were requested to arrange a meeting with 
the Government. 

Previously to this, as appears from a letter (21st 
August, 1914) from the Board of Trade to the 
Treasury (set out on page 7 of the White Paper), 
the former bad, as a result of representations from 
the Scottish railway companies, recommended to the 
Treasury tha.t the compani'es should' receive periodical 
payments ~n account. (Three months was sug
g .. ted.) 

The meeting with the representatives of the 
Government was held on the 8th September, 1914. 
when Sir William Plender made a proposal on the 
same lines as that recommended by the Committee, 
with the result that the Board of Trade, after com
municating with the Treasury, wrote to the 
Executive Committee on the 12th October, 1914, to 
the effect that, as proposed by the Railway Executive 
CommitteeJ net receipts should, for the purpOEIe of 
the agreement, "be taken to mean the net receipts 
covered by the first seven items in Account No. 8 
of the first schedule to the 1911 Act, and that t mis
cellaneous receipts (net)' should not be included." 
The views of the Treasury are set out in a letter 
dated 9th October, 1914, from Sir Thomas Heath to 
the Board of Trade. 

In the same letter (12th October. 1914) it was 
intimated that the Trea!:Sury were prepared to make 
monthly payments in full of the estimated Govern
ment iJability under the agreement, .t subject to re
consideration after the 31st March next, and to there 
being from time to time money available out of thl"l 
Bums placed at the disposal of the Treasury by 
Parliament. " 

These arrangements were communicated to the 
«!o~panies by the Railway Executive Committee (15th 
October, 1914) in a letter which spoke of the II great 
advantage of monthly payments ., being sufficient lIO 
justify the companies in accepting the definition of 
net receipts desired by th-e Government. 

There seems to have been a little confusion as to the 
parentage of the suggestion that II Net Receipts " 
should be limited to the first seven items of Account 
No.8, because the letter of the Board of Trade (12th 
OctobeT, 1914) speaks of the definition as a proposal 
of the Railway Executive Committee. 

The point is not very material. The first idea of 
the r",iiway companies Sl>ems to have been that the 
whole of the items in Account No. 8 should be 
inr.luded, but this would have involved some special 
arranp;ement with regard to interest, because a 
u crl~dit" for ini-ereat is treated in railway accounts 
aR an item of receipt, going to make up the net 
lEWenUe, while a It debit" is not brought into the 

accounts till a later stage-that is, it is treated as • 
deduction from or payment out of net revenue. 

There seems no doubt that the definition agreed on 
was thought the simplest at the time, and it saved 
the Government from the risk of los8, which the 
correspondence show8 was apprehended, through a 
guarantee of interest j on the other hand it had the 
disadvantage of creating a diversity of interest 
between the Government and the companies in any 
matter where queationa of interest were involved. 

Apart from the question of interest, the inclusion 
of some of the items of revenue outside railwaY' 
proper, e.g., hotels, 8teamboats, etc., was distinctly 
advantageous to the Government. In the case of 
Ateamboats the result in effect was that the Govern
ment obtained the use of the railway fieet, represent
ing a capital expenditure of some £7,000,000, for an 
annual net payment to the companies of about 
£150,000. If the companies had not agreed to their 
steamboats being treated as falling within the pro
visions of the Act of 1871, and the revenue derived 
from them brought into the agreement, they would 
presumably have received, for such of their vessels 
as were taken over by the Admiralty, charter money 
on the same lines as was pa.id to shipping companies 
and private owners, and it has been roughly com
puted that this would have involved a payment by the! 
GOVE"rnment of more than £I J OOO,OOO a yE'nr. 

Exten~ion oj Oompen$ation Agreement to 1915. 
Before the year 1914 was out it became necessary 

to consider the p08ition 88 regards the year 1915. 
When the agreement with the Government was 

made, probably neither party contemplated the con
tingency of ita being extended beyond the year 1914; 
at any rate, the wording of the agreement waa not 
appropriate or free from ambiguity, if applied to 
the year 1915. Before the end of 1914, however, it 
became clear that provision had to be made for a 
much longer period than had originally been in con
templation. 

The question of aeking t.he Government to agree 
to Borne basis of arrangement as from January 1st, 
1915, was therefore referred by the Railway Executive 
Committee to a sub-committee to consider and report. 
On receipt of the sub-committee's report it WaA 

decided that it was desirable that-
(1) A final settlement sbould be made of the 

accounts up to the end of 1914. 
(2) The agreement should be applied to the year 

1915 as if the year 1913 were II the previous 
year." 

(3) The " proviao" should be dropped as from the 
commeDceoment of 1915. 

A meeting was held wit.h the President of the 
Board of Trade on the 19th January. 1915. when 
points (1) and (2) were agreed, and this W88 COD
firmed by Treasury letter of 9th March, 1915. 

As regards the proviso, the President asked for 
particulars of traffic, and this point was not con
ceded until three months later (April, 1915) when, 
arising out of the war bonus to railwaymen, a modi
fied agreement, to operate as from the 1st Janunry, 
1915, was arrived at. 

The history of this matter is as follows:-
At the end of 1914 or beginning of 1915 the rail

waymen raised the question of an increase in w:'tges 
in consequence of (a) the increase in cost of living, 
and (b) the abnormally high wages being paid for 
munitions work. Discussions took place at se\"eral 
meetings of the Railw~ Executive Committee and 
in February, 1915. some of the general manr.gers, 
representmg 26 companies, met representatives of 
the railway unions, and agreed to pay the first war 
bonus (29. or 3s. per week according to whether a 
man's standard rata did or did not exceed 30s. a 
week) on and from the we.ek commencing February 
15th, 1915. Other companies negotiated a similar 
settlement independently. The bonus was limited to 
men in the Conciliation Scheme grades, and did not 
extend to either ahopmen or clerks. 

The question as to how tho war bonus should be 
treated in the working expenses of the railways, i.e .• 
whether it :..hould be borne by the Government or by 
the compa.nies, was discussed with the Bo&rd of 
Trade by Sir Guy Granet in February 1915, the 
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view of the Government being that the cost of the 
bonus should be borne by the companief&, on the 
ground that a similar ad\'ance might have had to 
be paid apart altogether from the war and Govern
ment control,· in other words, tllat it was being 
paid, at any rate in part, in respect of overdue 
advances of wages. On the other hand, the view 
held by the companies was that the whole amount 
of the bonus should be borne by the Government, 
on the ground that the bonus was due to th9 abnormal 
conditioDs caused by the war, just as much as the 
increases in the prices of materials, and that the 
original bargain clearly covered any incr~ in 
working es.pense8a On the 17th February, 1915. a 
letter waa ""ritten to the Board of Trade by the 

"Railway Exec.utive Committee protesting against the 
view which the Government was understood to hold. 
The view of the Government seemed to them incon
sistent with the elimination of the words in the 
Go~ernment's original memorandum of agreement, 
whIch the Railway Executive Committee stipulated 
for as an essential part of the compensation arrange
ment. (Ante p. 2.) 

Shortly before this, as above-mentioned, viz., at 
the meetin.g at the Board of Trade on the 19th 
January, 1915, the Railway Executive Committee 
had asked the Government that the fI proviso " 
should cease to operate. 

It will be remembered that the "proviso" was a 
atipulation which the Boar1 of Trade pressed for in 
August, 1914, the suggestion being that the accounts 
of the railwo.y companiBli for the first half~year of 
1914 .howed a drop in receipts, indicating falling 
traffics, and that it was a fair inference that, apart 
from a.ny war, the revenue of 1914 would probablY 
have been less than that of 1913. • 

The Railway Executive Committee, though they 
Lad accepted the proviso, 8lld to that limited extent 
may be said to have admitted the argument of the 
Government, had never been satisfied of its fairness. 
I~ was based on s~rmise, it worked unequally between 
dlfferen~ compaDles (e.g., the net receipts of many 
compantes lrf:\l"e higher in 1914 than in 1913) and 
t~e arguments on which it was based seem~d to 
dlB&ppe.~ altogether when the war traffics exceeded 
an antiCipations, and the bargain of 1914, without 
any prOVISO, proved to be unexpectedly favourable 
to the Government. 

The figur.es weTe &5 follows:-

January to June 1913 (net receipts) 
" 1914 .. 

£ 
20,266,044 
19,533,543 

£732,501 

the £732,501 which i. equal to 3'614425 per cent of 
£20,266,044, being made up of: _ . 

Decreases 
IncreaseR 

£ 
817,559 
85,058 

£732,501 
and th~ effect of the proviso being that the deficit, 
for .whlch the Go~ernment were reeponsible, became 
subJect to a reduction at the rate of 3'614425 per cent. 
T~e arrangement discussed and finally agreed to in 

Aprli, 1915, was in the nature of a oompromise the 
Government co~ceding the rai~ay companies' '~oint 
88. to ~e provIso and the RaIlway Executiv~ Com~ 

• mlttee agreeing to pay part of the war bonua. The 
actual terms were 88 follows:-

(1) The companies to agree to bear 25 per cent. 
of the bODUIJ allowance to men in the Conciliation 
Scheme as defined by the- agreement Bigned on 
13th February, 1915. 

(2) The Government to agree to treat 8B a 
normal item in working expBD.88I- &D3 other 
advances granted to other cl&SSel of railway 
employees. 

(3). The Government to agree to ",bolish the 
provIso 88 from 1st .January, 1915, that is to 
lay, that the net receIpt. for the year 1913 with~ 
out re?uction should constitute. the basi. of 
comparl8On for the purpose of compensation. 

Witness is able to say from his own knowledge 
. that the- Railway Executive Committee did their 

utmost in this matter to meet t.h, views of the Govern~ 
ment j they felt strongly that the bonus was beyond 
all doubt a legitima~ ~tem in working expenses, but 
they recognised that the question of war bonus, -which 
was then a new oneJ had a political side, whioh the 
Government could not afford to ignore, and though 
they thought that, in all the circuDl8tanceB, the 
" proviso 11 might very well have been dropped on 
merits, they fell in w~th the suggested compromise 
after no little 8&8rching8 of heart. 

The agreed terms were submitted to and a.ccepted 
by all the controlled compa.nia, Bnd the a.greement 
come to in August, 1914, so modified and amplified 
by the arrangements. subsequently made !With the 
Government on various matters hereinafter referred 
to in detail, is stiU being acted upon. 

Tha.t this. agreement worked favourably to the State 
is assumed to be generally recognised both by the 
Government and independent authorities. For the 
purposes of record reference may be made to the 
following: -

(a) Paragraph 97 of the Third Report of the Select 
Committee on National Expenditure (1918) 
(C.D. 59) .ay.: 

"Had prices not risen, and had wages 
<I remained stationary during the war, the 
« State would have made an excellent bar
II gain in securing the free carriage of all 

U its traffic, even apart from the advantage 
"of controlling the railways, including the 
II steamers belonging to the companies, in 
(j return for a guarantee of the pre~war net 
" receipts. l!,ven as things are, there is 
"reason to believe that, if that traffic had 
U to be separately charged, the sums payable 
"by the State would probably be greater 
II rather than les8 than those now paid." 

(b) In the debate on the Ministry of Transport 
Bill in the House of Lords (Hansa.rd, House 
of Lords Debates, vol. 35, p. 988), on 23rd 
July, 1919, the Earl of Lytton said: 

II What tho noble Lord has pointed out 
" to-day is perfectly true, that down to this 
H year the Government did not make a bad 
"bargain. With the Government traffic that 
" was carried free, the guarantee of the net 
"receipts of 1913 was not at all a bad 
II arrangement for the Government. The 
"difficulty has arisen only in this year from 
II two causee--partly the great increase in 
"the cost of working the railways 88 of 
U working everything eise, largely du~ to the 
" increased cost of labour, and partly to the 
" falling off in the Government traffic." 

(c) The results of the working of the railways during 
the control period, up to the end of the year 
1918, as shown in the statement issued by 
the Ministry of Transport, dated 31st Octo
ber, 1919 (Cmd. 402). 

THB SlJPl'LBHBNTAllY CLAUSES TO THE GENERAL 
AGRDJONT ARE OONTA.INRJ) IN A PlLlN't:Bl> 
DOOUlfENT (PiNK BOOK) OIROULAT'ED 'WITH 
CIRCULAR LETTBB 729, DATED 14TH NOVEHB:BB 
1916. ' 

The Treasury assent to these Clauses was given on 
the under~a.nding th~t the companies aooepted the 
Treasury mterpretat10n of the main agreement 
(namely, that the miJitary and naval traffic was not 
to be charged for), and that a complete and 8atisfac~ 
tory arrangement was arrived at in connection with 
the ques.tio.n of the cha.rgee to be raised for services 
of all kinds n;,ndered by the railway companies to 
the Government. 

When th~ agreement of 6th August, 1914, was 
~ade, not~lDg was said, and no provision was 
mserted In t~e memorandum .embodying the 
arrangement, wlth reference to the disposition of 
any surplus. It was 8l:Isumed on both sides that the 
railway accounts must show a de6cit throughout the 
war, and the only thing that seemed necessary was 
to provide. for that contingency, namely, by a 
Government guarantee, and obviously a guarantee 
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does not have the effect, in the absence of express 
stipulation, of transferring the income or receipts of 
the guaranteed part, to the guarantor. 

Neither did the agreement contain any express 
prol"iflion on the subject of charges on Government 
traffic. There again the assumption of a continuing 
deficit made the point appear to be immaterial and 
academic, but of course if there were any chance of 
the deficit being turned jnto a Burplus, it became n 
matter of prime importance whether the understand
ing that charges would not be raised in respect of 
Government (i.e., military and naval) traffic, was 
founded on mere considerations of book-keeping or 
was an integral part of the bargain under which n 
certain revenue was guaranteed to the companies. 
Was the minimum which was.. guaranteed to them 
intended to be also a maximum? If so, it was 
possible to conceive circumstances in which the St[\te 
would get its forces and munitions of wal' carried, 
not merely at cost price, but without payment of 
any sort. 

In tbe SUmm91' of 1915 various requests by Govern. 
ment Departments that the cost of services performed 
by ra.ilway companies might be charged against 
railway working expenses were under discussion, and 
on 23rd July, 1915, a. meeting was held at the Board 
of Trade to discuss these requests, when the matter 
was deferred for further consideration in view of the 
questions of principle involved. 

On'the 1st September, 1915, Sil' William Marwood 
wrote to the Railway Executive Committee on the 
question of charges for services rendered to "the Gov
ernment, stating that the Treasury regarded the free 
carriage of men and stores for Naval and Military 
purposes as an 8SBentiai part of the agreement with 
the companies, and that the right of the Govern
ment to these u-ee services and the consequent relief 
from the necet:!8ity of keeping accounts WM what 
mainly induced them to enter into the agreement of 
August 6th, 1914. 

This was not the view of the Railway Executive 
Committee, and the point was not then conceded by 
the companies. 

It 80 happened that about the same time. ques
tions had arisen which pointed to the need of a.mpli
fying the extremely collcise agl'oement of 6th August, 
1914, and the Railway Executive Committee were 
turning their minds to the question whether it 
would not be weH. to approach the Government on 
the subject of revising or supplementing the original 
terms, especially in view of the growing certainty 
that the war, and therefore the period of Govern
ment control, was going to be a long one. Amongst 
other Bubjects the position of the compa.nies, and 
the responsibility of the Government, with regard to 
damage fl'om air raids had for some time been under. 
disoUBBionj again it was obvious that if the period 
of control were to be g-reatly prolonged, some ar
rangement must be come to with regard to further 
capital expenditure. 

On the 2nd November t 1915, four of the general 
managers, met Sir Thomas Heath and Sir John Brad
bur,}', when a general indication was given of what 
the railway companies had in mind, and the Railway 
Executive Committee were asked to tabulate the 
various points which it was desired to bring up for 
revision. 

A memorandum was preparod, which was handed 
tu the Tl'e3lmry on the 17th December, 1915. a.nd on 
the 4t.h Junuary, 1916, a further meeting was held 
with 8ir 'fhomru; Heath and Sir John Bradbury, at 
which they .agreed in principle with the fnil'ness of 
the companies' claim for r~"ision of the Bh'Teement, 
but asked for some information as to the amount of 
money in\'olv('d. 

APPl'oximate cstimati'S wel'C f;upplied in a letter 
from Sir Alcxaua~r Butterworth to HiI' TholUas Heath 
011 the 13th January, 1916. 

The Treutiul'Y then referred the matter to tllc 
Goverument aCCoulltantH, and on the 31st Ja.nuary, 
1916, the Compensation Accoullts Committee had a 
meeting with those gentlemen (Sir William Plender 
and Mr. Gurney 11'owler) at which the points raified 
in the memorandum supplied to t.he Treasury were 
considel'43d in detail. . 

At a further meeting with Sir ThorufUt Hf'lath and 
Sir John Bradbury at the Treasury on the 29th 
March, 1916J they explaillf'd the IDanner in which 
they were pl'epaood to advise the Chanoe.nor of tho 
Exchequer to deal with the six poin ts rail:t8d in tho 
railwa.y companies' memorandum. 

tfhe result of this meeting is Ket out in a. It'tter 
from Sir Alexander Butterworth' to Sir Herbert 
Walker, dated 30th March, 1916, which was approved 
by Sir Thomas Heath and Sir John Bradbury lUI 

being a correct record of the mepting. 
The Treasury authoritie& sub8equently approved 

Circular Letter 655 (which wm~ iNlued to the com
panies for their information and approval prior to 
the preparation of the printea document) nnd the 
draft supplementa.ry clauses nccompanying that lettor, ' 
and after all compa.nies had agreed to lwcept the nc>w 
clauses (two companies aiss('nted for a time) the 
clauses were issued in book form (Pink Book). 

The Clause& in question are Mix in number aud 
deaLt with the following subjects, viz.: 

(1) Capital Expenditure. 
(2) Stores. 
(3) AllowanlOO8 to Depondants of Service mell. 
(4) Damage by Air Raids. 
(5) Cha.rges for services to Government. 
(6) Adjustment of accoun teo 
These are not identical with the six points referred 

to in the expla.natory memorandum prepared by the 
Railway Executive Committee, which were &8 

foJ)owfJ :-
(1) Capital Expenditure. 
(2) Stor ... 
(3) The Proviso. 
(4) Inclusion of 100 pc.r cent. of War Bonus in 

Working Expenses. 
(5) Charges for renewal of Permanent Way and 

Rolling Stock. 
(6) Al10wances to Depen8anta 'of Service Men. 
For convenience of reference these latter pointM, 

as well as the other matters dealt with in the CJa,uses, 
are shortly explained below:-

I.-Capital Expenditure. 
Owing to the -expectation that the period of control 

would be short, no provision had been made for 
additional ca.pital expenditure. This was considered 
unfair to the companies, as the Government wero 
getting the benefit of capital expenditure which was 
not yielding a return in 1913. 

The Railwa.y Executive Committee prop098d that 
i ntere&t should be allowed by the Government on 
capital expended on works, etc., brought into use 
since December 31st, 1912. 

The principle of this proposal was admitted by the 
Tr(>3sury to be fair; 4 pel' cent. was agreed to be 
a modora.te rate of interest, a.nd the matter W88 

included in the Supplementary Clauses (No.1). 
It will be convenient 118 a matter of history to 

refer a.t this point to the circumstaDcee in which tho 
rate of interest was chan ged from 4 per cent to 
5 per cent. 

In the latter part of 1918 the attentioll of the 
Railwav Executive Committee wa.s called by oertain 
compa~ies to the financial difficultiea in ca.rrying 
out the necessary capital works, and on the 7th May, 
1919, a letter was addressed by Sir Herbert Walker 
to the-Acting President of the Board of Trade on th.e 
subject, in which reference was made to the expendi
tUre required in connection with-

(a) N CW' sidings and railways or altera.tions asked 
for by finus and others in ordc..·r t.u enahle 
them to illcrense their premis('s and o-utput. 

(1) Schemes of alteration n(>£Clu~nry to enable 
economies in working to be effected by tho 
railway companies. 

«(') Alterations, widening!'J, r~building of stntiollfl, 
provision of rolling stock, etc., necessary to 
enable the rnilwl~Y companies to adequately 
deal with thp. normal iucreaso in traffic. 

And tho difficulties arisiug out of:-
(a) 'fhe iuudequute am~ullt al~owed for i.ntcn'JIt 011 

capital works brought lIIto usc, 1.1"., 4 per 
cent. , 

(b) The fact that no inter .. t is a.llowed until tho 
works are brought into UN. 
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(c) The heavy increased C08t for carrying out the 
work at existing rates of wages aud prices 
of material. 

(d) The uncertainty as to how the railway com
panies will be recouped for 8uch expenditure 
in the case of the Goverl1ment deciding to 
take over the railways. 

On the 30th May, 1919, the Board of Trade Wfote 
in reply conveying Treasury sanction to the following 
arrangement :-

0) "That ill place I)f the prescnt arrangeruentg 
between the railway companies an~ th~ 
Government with regard to the rate .f inter
est to be aUowed on new capital expenditure, ' 
interest at the rate of 5 per cent. per anllum 
from the date on which the expenditure is 
incurred may be allowed ill respect of 
approved capita.l expenditure. 

(2) "That an 8RSurance may be given to the com
panies that in the event of their under
takings being acquired by the Government 
the companies shall neither be financially 
prejudiced nor financially adva.ntaged by 
reneon of having incurred capita.! expendi
ture under the llresent arrangements." 

The letter enclosed ODe from the Treasury, dated 
23rd May, 1919, which said:-

" I am to request you to inform the :Board 0' 
Trade that in view of the considerable funds 
possessed by the railway companies, My Lords. 
see no reason for providing for the expenditure 
on new works and rolling stock by advances from 
Government Funds. They recognise that the 
interest obtained upon present investments may, 
in many cases, be in excess of 4 per cent., and 
they are accordingly prepared to concur in the 
rat.a of interest allowed on capital expenditure 
on new works or additional rolling stock after 
the 1st instant being raised to 5 per cent., such 
interest to begin to accrue as from the date 
when the capital expenditure is incurred." 

These two communications were discussed by the 
Compensation Accounts Committee, and after one or 
two pointoS of doubt had been cleared up with the 
Treasury, Circular Letter No. 1930, dated 15th 
Ang\1st, 1919, was issued by the Railway Executive 
Committee advising the companies of tho general 
termR of the arrangement. 

On 7th November, 1919, a Cireular Letter, No. 
2001, was issued setting out the procedure to be 
followed for obtaining the approval of the Govern~ 
ment to new works. 

Later) B question arose 8S to the overlapping of the 
two 8rrangemenUl, i.e., (1) the aliowano& of 4 per 
cent. upon new works generally from the date of 
completion and (2) the allowance of 5 per cent. upon 
appro'Ved works as and when the expenditure was 
incurred. and this was dealt with by the Ministry of 
Transport. 

Detailed regulations in rega.l'd to the compilation 
of. claims for 5 per cent. interest were abo agreed 
with the Minist,or of Tran!'lport and i~sucd to the com
panies with Ci~u]ar Letter S. 104, dated August 
12th, 1920. 

2.-8t ...... 

The main agreement was silent as to the method 
of charging for material taken from the stocks of 
the companies during the period of control, and it 
u'ould have been open to the companies to retain on 
hand the frt()cks of stores existing at the outbreak 
of war. 'I'he companies, having given the Govern
ment tho benefit of their stocks bought before the 
war a.t pre-war prices, ran the risk of finding them
selves burdened with stocks bouf,!;ht at inflated prices. 
The point was one which clearly called for safe
p:uarding, and in the absellce of eoxPJ"("fiS Ilfovision 
ther~ might bl' disputl's nt the end of control M 

to wl1at had been the intNltion of the parties. 
The Railway Executive Committee suggested that 

the ~8t wa.y would be for the GoveTlUllent to put 
the companies" (by cash paymont) at the eud of 
control in tho same poaitiull 88 T9J!:arcis stocks of 
lltore. as they were in at the beginning. 

This was considered by the Goverllwell t and theit 
advisers to be reasonable in principle, and ~hc 
proposal of the Railway E:'C8Cutive Cc;»mmittee, WIth 
n. slight modification, was embodied In the Supple
mentary Cltt.uses (No.2). 

3.-The Pl"Ovi.,o (AUllu,st-December, 1914). 

As ala'eadv stal;.ed the II proviso" was addl:"d by 
the Boa.rd ~f Trade' to the proposal of the Ra,ilwfI.y 
Executive Committee in August, 1914, on the ground 
that apart from the ,,'ar nnd Government control, 
ther~ was every probability that the net recei~ts 
in 1914 would be less than in 1913 The prOVISO 
had 'been dropped as from 1st Jalluary, 1915, in 
connection with the arrangements as to war bonus 
(ante p. 5) but the Railway Executive Committee 
contended that tbe proviso would never have be",n 
suggested had there been nny anticipation of the 
tluormous traffic that. was passing, and they a,.qked, 
therefore when discussin~ the question of surplus 
receipts, 'that it should be treated n.s never having 
existed and that the accounts August to December, 
1914, shOUld be adjusted accordingly (llee next item~ 

4.-War Bontu. 
Thev also contended that there was no justification 

ror e;;cluding from the working expenses of the 
companies any part of the war bonuses conceded 
by the Government to the railwaymen, and asked 
that they should cease to bear the 25 per cent, of 
the original war bonns as a.rranged. 

The Government were not prepared to concede 
these two points l in view of the definite bargain come 
to in April, 1915, above refe-rred to (ante p. 5). 

No doubt the Railway Executive Committee in 
this instance were aRking the Government to relieve 
the companies from rm agreement entered into twelve 
months previously, but it is only fair to state tb..'\t 
there had been an aeute difference in opinion 
l.etween the members of thf' Railway Executive Com
mitt-ee at the time as to the propriety of the com
panies agl'eeing to benr any part of the war bonus, 
and the retrospective ca.ncellation of the proviso for 
the period August-December, 1914, though involv
ing but a sma.ll sum of money, and, therefore, seem
ingly hardly worth asking for, w~s thought to be a 
VP1"y legit.imate concession to seek, if the ('ompanies 
were to abandon all claim to Burplus receip1:.6. 

5.-Renewal 01 Permanent Way D.nd RoUing Stock. 
It was pointed out that the present r('gulations 

worked hardly on <I non-programme" companies, and 
it was l therefore, suggested th.."\t companies should 
be allowed to charge for renewals as much as they 
included in their 1913 acconota, irrespective of actunl 
expenditure. and that in connection with such 
charges additions to rolling stock or mileage of lines 
shoo ld be allowed for. 

Under the regulations, as they stood) a "oon
programme" company (i.e.. a company that had 
not been in t.he habit of basing its renewals upon 
any fixed formula) could includo nothing in its work
ing expenses again~t the Government for renewals, 
unless it had actually carried out renewals ill the 
year under l'eview, and then only to the extent of 
the work catried out. 

This suggestion was approved, and the regula.tions 
were altered. accordingly (C.L. 686). 

Oppm·tunity was taken at th(' same time to clear 
up certain ambiguities in the wordirlg of this part of 
the regulations j this is refoned to more in detail 
later (pp. 20 and 21). 

6.-Allowanres to D(1)endamts. 
A limit of lOs. per weeok had bl'en fixed as the maxi

mum allowllllce to tho dependullts of SCf\'ioo m~n 
chargeable against the Government. The companies 
had undertnken in all casas to bring the sepnratioll 
allowances up to four-fifths of salary or w;lge, and 
this in many caSeB excC"eded lOs. n. week. 

It was agreed that the limit of las. should bo Call
celled, a.nd this was included in the Supplementary 
Clauses (No, 3). 

Other matters which WElre ciisQU9AOd fl.t the 8aU\~ 
time were: 
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7.-Arrean 01 Maintenance oj Steamboat. Mt taken. 
over by the Admiralty. 

It waa agreed that this should be dealt with at 
the end of control. 

S.-Leap Year, 1916 
The comp~lUies considered that they we-ra entitled 

to a proportionate addition for the additional day 
in the year 1916, but the Govel'nment were not 
willing to ('oncede this point, and the Railway 
Executive Committee did not press it. 

9.-Dall'wge by Bombardment or Aircraft. 
The Government agreed to bear the cost of rein. 

statement of property II above the line," regardless 
of the date of reinstatement, but not of property 
II below the line." This arrangement was embodied 
in tho Supplementary Clau ••• (No.4). 

IO.-Adjustment of Accounts. 
In addition to the foregomg, Clau~e 6 (Adjustment 

of Accounts) provided 88 follows:-
II Every company to give an un~erta.king to 

II repay to the Treasury or to any person 
II .nominated by them any sums which 011 a final 
II settlement of the accounts of any period ending 
u 31st December may be found to have been 
II receivea or retained by such compauy in excess 
U of the amounts due to them, together with 
II interest at the rate of 5 per oont. to run 
I I from the 1st March following the close of any 
If such period." 

Inasmuch as the companies made up their own 
claims it was only fair that where items had been 
included in the claims paid by the Government and 
subsequently disallowed, such SUW9 should be re
funded, and also that interest should be paid on the 
amount, seeing that a long interval often occurred 
between the last monthly payment in respect of 
any year and the final ssttle;ment ot the claim. 

This matter had been und~r consideration in :the 
early months of 1916, when it was brought to the 
notice of the RaHway Executive- Committee ,that 
the expenditure of many companies in 1915 u'pon 
maintenance of way and works and rolling stock 
considerably exceeded the corresponding expenditure 
in 1913. 

The whole question of surplus receipts was prac,ti
cally disposed of by annexing a schedule to the clauses 
(ue Clause 5), which set out a list of services and 
stated how the charges for each class of service should 
be dealt with j it was provided that there should be 
no oash payments in respect of the conveyance of 
troops., or of military and naval stores, etc. 

ABBBABS Olf M.4.INTENANCE. 

At the beginning of control no special consideration 
was given to arrears of maintenance, as at that time 
few people realised how long the war was likely to 
laBt, and so far from people anticipating a difficulty 
in getting work done, there was a general appre
hension of unemployment~ 

When, however, the Government agreed to pay
ments being made monthly on account of compensa
tion, and instructions were drawn up and issued to 
the companies as to the manner in which the state
ments showing the liability of the Government should 
be made up, the question of arrears was raised. 
Obviously any estimates of the Government's liability 
under the agreement would have heen misleading that 
took no account of arrears of maintenance. 

A document headed "Summary of Recommenda-. 
If tiona upon certain matters requiring settlement in 
.. connection with compensation to be paid by the 
II Government in respect of the period of Control," 
which was prepared by the railway companies and 
discussed with the Board of Trade and Treasury on 
the 14th October, 1914, contains the following refer
ence to the subject:-

II 14. Having regard to the large amount of 
II work which is being done for the Government 
II in the construction of road vehicles, ambulance 
" trains, stretchers, etc., and the diminution of 
U the staff employed in the repairs of way, works 
U and rolling stock, etc., by those who have 

II joined the Colours, and to the large number of 
" permanent way men engaged in watching and 
H patrolling the line, it is probable that the up
" keep of the works and equipment of the coro
"panies may be considerably in arrear :at the 
II end of the period of control. As this arrear of 
"work mUBt be performed by the companies 
" after the termination of the period of control, 
II it is suggested that the Government may 
"reasonably be asked to sanction a charge to 
"the revenue of the control period on that 
II account." 

The notes of this meeting show that Sir William 
Marwood presided, and that representatives of the 
Treasury and Sir William Pleuder were also present 
on beha.lf of the Government, whilst the railway com
panies were represented by members of the" Special 
Committee." 

Sir William Plender II indicated in regard to No. 14 
I I (Arrears of work during Control period) that in his 
II view the proposal wns quite reasonable, and that 
II any claim made under this head should be con
U sidered on its merits. J) 

Following this mee'ting the Railway Executive Com
mittee on 27th October, 1914, decided, in view of 
the fact that various kinds of work were being 
undertaken by the companies for the Government in 
taeir workshops, and that ordinar.y raHway mainten
ance would suffer thereby, to write to the Board of 
'frade giving details of such work. 

In the lett.r (27th October, 1914) they pointea ou, 
that "such work necessarily involves the p08tpone
II ment of the usual renewal and repair work which 
"would otherwise have been carried out to the 
" various railway companies' plant, the cost of which 
II would, under the agreement come to with the 
II Government, have been included in the expenses 
" incurred during the period of Government control." 
The letter went on to say, "we think it shouid be 
" made clear that the railway companies may sooner 
II or later have to include in their claim against the 
<I Government a -Bum to cover the cost of 'the work 
"which is deferred and which wiJl have to be over
" taken." 

Further discussions took place, mainly betweeu Sir 
William Plender and the railway accountants, and, 
ultimately, a paragraph dealing with the matter was 
inserted in the in.structions which, with the approval 
of the Trea.sury, were issued to the companiE!8 in 
1915 (Blue Book), the final wording of the paragraph 
relating to Arrears being suggested by the Treasury 
in their sanctioning letter, dated 1st JanuarYt 1915, 
as follows:-

"In the event of the companies being of 
"opinion that arrears of normal maintenance 
"work have arisen during the control period, 
It'Ris Majesty's Government have undertakeu to 
II consider on their merits any repreeentations 
" submitted to them; and, if necessary, a state.
r! ment should be prepared at the end of the 
"control period of a~ liabilities of this nature 
CI not included in the accounts prepared cur
CI rently. (No such statement will be required 
II in cases where provision is m,de for mainten':' 
II anCe by carrying definite sums to a special 
" fund in antiCipation' of actual expenditure.)" 

In acknowledging this letter to the Board of Trade 
on January 16th, 1915, the Railway Executive Com
mittee say:-

It They are prepared to accept the form of 
II words suggested by the Treasury in substitu-
1/ tioD of Clause 4 (e) (Arrears of Maintenance 
(I Work). 

" In view, however, of the importance of the 
"point, and of the generality of the language 
"used to express the undertaking of the Gov
II ernment, they think it right to place on record 
II their understanaing that, in this clause, the 
"Government admit the principle fba.t, if in 
U the special cireumstanoee obtaining during the 
II period of control, a railway company haa to 
H postpone works of maintenance (i.e., the re .. 
II pain and renewals of its works and plant) 

U which in the ordinary course would have been 
I I executed within the period and their cost 
I( charged 88 working expenses, the cost of sucb 
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II works, when they come to be eXecuted, is a 
"fair charge .against the Government. The 
u ltailway Executive Committee feel bound to 
" emphasise this point because without a distinct 
"understanding with r~ard to it, they would 
II not feel justifiea in advJsing companies, as they 
II hate been doing, to undertake the manufacture 
"of the very numerous articles of military 
h equipment -which are being made in the shops 
" of many of the companies, work which is ob· 
"viou&iy outside the ordinary functions of a 
" railwa.ompany J and the execution of which 
"must necessarily interfere seriously -with the 
"upkeep of the companies' undertakings." 

The Treasury in a letter ,to the Board of Trade, 
dated 10th Februa-ry, 1915, aooepted this view of the 
understanding, and forrnal confirmation was sent by 
the Board' of Trade to the Railway Executive Com_ 
mittee on the 13th February, 1915. 

It will thus be Been that the earliest a.rrangement 
in regard to arrears of maintenance and renewnl 
work, which, though it was not limitea to any par
ticular class of worke or plant, had its origin mainly 
in the fact that the railways were undertaking work 
for the Government other than railw8.Y work proper, 
provided for the preparation of claims under this 
head at the end of the control period. It was Dot, 
however, long before that was superseded by an 
arrangement under which monthJy payments were 
made on account, while the fact that companies were 
undertaking various forms of munitions work was 
found to be only one of many causes, all contributing 
to the accumulation of arrears. 

From the fil'8t the railway companies were probably 
in a position to claim· current payments under the 
arrangements already in operation, on the ground 
that they were entitled to make provision in their 
accounts for unexecuted works of renewal ana repair 
and to charge the sa.me as part of their working 
expen&e8) apart from any special agreement under 
this head, seeing that there can be no proper ascer
tainment of II Net receipts JJ uontil proper provision 
hu been made for outBtanding liabilities of all kinde. 

As bearing upon this· point, reference may be 
made to Sir William Plender's observations in the 
Memorandum submitted to the meeting on the 14th 
October, 1914, to the effect that "in setting up 
"reservefl for depreciation or provisions for main
"tenance of locomotives, carriages and wagons, 
"permanent way) bridges, stations, etc, JJ should 
H follow strictly the methods)) adopted in 1913, and 
it may bo assumed to have been the general practice 
of companies to make provision out of current 
revenue for works of maintenance which circum
stances prevented their executing at the time. 

However, the point was one of such magnitude 
,that it was obviously desirable to have a. clear 
understanding nbout it, and to agree upon 8 definite 
procedure, which should be fair to both aides. 

Accordingly, during the year 1915 negotiations 
took place with the Government, which were con
ducted less upon any arguments of legal technicality 
than upon broad brounds of equity and convenience, 
and which resulted in a.n . arrangement under which 
monthly payments on account wer-e to be made to 
the companies in respect of certain I I arrears of 
" maintenance II outside and apart from their 
monthly compe-nsntion payments. vii 

The suc0e8sive stages of the negotiations may be 
traced aill follows:-

In" April, 1915, the Railway. Executive Committee 
suggested to the '\.Tar Office the national benefit to 
be derived from fuller and more systematic use being 
made of railwllY companies' shops fOf munitions work. 
One of th~ pointM to which nttention was drawn 
WI\S that if this were done, it would result in a. 
large illcl'ease in the a.rrears of maintenance of 
rolling stock, and it was pointed out that in that 
an.se it would not be practicable to adhere to the 
existing understanding, under which the settlement 
of all claims under this bead was to be deferred until 
the terminn.tion of control. 

The. question was dealt with in B Memorandum 
dated the 8th April, 1915, prepared by the Railway 
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Executive Committee for the Secretary of State for 
War I paragraph'" of which is as follows:-

'I (2) The Government should definitely a-88uma 
If liability for arrea.M of maintenance work by 
(I the companies. It is obvious that if railway 
" companies are to carry out their traneport work 
'I efficiently it will be impoesible to postpone re
"paiM indefinte1y. Indeed) eome repan, 6.g" 
"running repail'&, muet be carried out cur
c, rently) but at the eame time, it is anticipated 

H that, for a certain period at any rate, com
"panies ~.whole· can safely postpone a pOl'
"tion of ~ repairs and employ the staff in 
"manufacturing for the Government in the 
" railway shope. If, under these circumstances, 
"the railway companies manufacture for the 
" Govel'nment on a large scale, it. is certain that 
<I the 1UreN.rS of maintenance will be 68rious. 
H 'l'he Treasury has already admitted the prin
" ciple that arrears of maintenance form a legiti
"mate head of claim against the Government, 
" but it is not proposed to deal with such claims 
"until the end of the period of control. This 
"will not be. a practicable way of meeting the 

. "situation if manufacturing for the War Office 
II is to take place on a large 8cale. It would 
"mean a number of very complicated arbitra
" tions) and the position would be intolerable to 
"the Government and companies aIlka. JJ 

This memorandum wn·s submitted to Loru 
Kitchener, and Sir Herbert Walker had an interview 
with him on the subject. 'I'he Government at that 
time were very much concernerl at the shortage of 
munitions, and Lord Kitchener asked the Ra.ilway 
Executive Committee to take eteps at once to organise 
the manufacturC of munitions of war by the ra.ilway 
companies to the fullest extent, but requested the 
Committee to supply him with a separate memo
randum dealing with the fi nancial questions arising 
out of the manufacture on a large scale of muni
tions of war by railway companies. 

The railway companies at once decided to under
take the additional work, and for that purpose 
strengthened the War Manufactures Sub-Committee 
which had been appointed as far back as November' 
1?14, ap.d which under the chairmanship of the la~ 
Sir G~y Calthrop (afterwards Coal Controller) had 
Bupervleed the manufacture of munitions by railway 
companies up to that date. 

,In accordance with the request made by Lord 
Kltchener, n further memora.ndum upon the 6.na.ncial 
questioD..8 involved was· sent to him on the 20th May 
1915. • 

,The memorandum dealt "pith the three q ue6tioD6, 
VIZ. :-

1. The charge to be made by the companies for 
munitions work. 

2. The mode of payment. 
3. The e~f'ct of such work upon the ordinary 

mallltenance of the undertakings of the 
companies. 

It emphasised the point that the companies desired 
no profit for themselves (a. fact which enabled the 
Government to save large sums for the nation in tht' 
manufacture of shells and numerous other classes of 
munitions), but pointed out that the shareholders 
must be safeguarded as regards arrears of mnin
tt"nance. 

It is hardly necessary to point out that the manu
facttll'6 of munitions was not work which the Govern
ment could have called upon the companies to carry 
out under any powers contained in the Act of 1871. 

It may be interesting to mention that the sums 
paid to the railway compa.nies for the ma.nufacture 
of munitions, representing the cost price to them, 
nmounted in the aggregate to over 17 million pounds. 
The direct saving to the nation thereby effected un
doubtedly amounted to a very substantial percentagoe 
on that sum. 

Tn addition to this the companies) at the instigation 
of the Railway Executivp Committee) rendered very 
valuable assistance to the Government by sending 
permanent way, locomotives and wa.gons to France, 
and elsewhere abroad, services. for which very generous 
tributes were paid to the companies and the RaiJ-way 

Ii 
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Executive Committee both by the Commander-in_ 
Chief and. the present Mihister of Tr ..... port. 
It was ouggested in paragraph 5 of Part (3) of tho 

memorandum above mentioned· that repairs and re
r.ewals which were due to be carried out" but· which. 
the compa.nies had not been able to execute, should 
be charged a.t a uniform percentage above the amount 
expended in 1913, and that 12t per cent. would be a 
fair addition to make to the 1913 figuroo fQr the 
period u·p to the 31st December, 1915. the percentage 
being left open to review 36 from the Ja.tter date. 

The four most material paTagraphs of this mem().. 
l'andum were as follows: - I 

"5. The Executive C6mmittee, therefore, re
commend that, as regards both renewals and 
repairs actually executed, either by the com
panies in their own shops or by contract, the 
work be charged in the ordinary way at current 
prices, and that arrears of work, that is to say, 
the renewals and repairs which are due to be 
carried out, but which the ,companies have not 
been able to execute, be charged at a uuiform 
percentage above the amoup,t expended in 1913. 
It is impossible to say what prices will prevail in 
the future, either as regarda labour or materiqJs, 
but it is suggooted that 12i.per oent. would be a 
fair addition to make to 1913 figures for the 
period up to December 31st, 1915, the figure 

, being left open to review as from. the latter date." 
" 6. If thiB ,suggestion be adopted, it will be 

H neceBBary to prescribe the mode of arriving _Rt 
I ( the amount of arrearB, but it is thought tha.t 
"there would be nil difficUlty in doing this upon 

II the basis of t.he amounts expended on or de.., 
"bited to renewals and repairs· in 1913, and 
"the control period respectively,' after making 
II allowance for the difference in.-prioee: in the 
"two periods, that is to say, the amount by 
H which the expenditure in 1914 or 1916 fell 
" short of the amount spent upon similar items 
"iq. 1913, after the necessary adjustment of 
'( figures due to enhanced prices, would repre
"sent the arrears or shortage of work in the 
"control period. Allowance would alao have to 
H be made for any increase that a particular 
" company might be able to show in the quantity 
H of its. rolling stock or in the wear and .tear to 
H which such stock had' been subjected during 
II the period of control. . 

" 7. In considering what percentage addition 
" to the figures of 1913 would be fa.ir, it mUBt 
H be borne in mind, not only that both prices 
H and wages have gone up very much since 1913, 
" but also that in the case of #repairs, even with 
U prices remain"jng constant, the pOBtpone~e:o.t 
II of work beyond the date when it properly falls 
" due in itself involve8 additional cost. For ODe 

H thing, arrears have to be caught up and work 
"done under pressure, involving overtime, and 
(I other E'xi;ra. payments,. but more serious still js 
I: the fact that the plant itself falls into a· COD

It dition necessitating more extensive repairs 
II than would have been required if the work 
II had been taken in hand in ordinary course; . 
u th~ case is an exemplifica.tion of the old adage 
H that a stitch in time saves nine. 

(I 8. These last considerations _do not admit of 
I' any very accurate estimate, but there is. no 
II doubt that the money loss they represent is 
'" subStantial, and, if the postponement were for 
" a long period, would be very serious indeed." 

i'he matter was discussed a.t a meeting" at. _ the. 
HoaTd of Trade on the 18th .June, 1915, when the 
'l'reasury representatives. who were preeent_ agreed 
generally to the suggestions contained in the memo.. 
randum quoted above, but required lOme further in
tormation to show how the figure of. 121 per cent. 
hn.d been arrived at. 

The memorandum, though not in terms limited to 
rolling stock, had been chiefly directed to the arrea .. 
under Abstract B. At the meeting- .on 18th· June,. 
1915, the ropairs Rnd renewal of permanent. way, 
4'::tc. (Abstract A), were- referred to, and it was. under
stood that the two el ...... of wOTk (Ahotrllct. A ·and 
H) should b. dealt with On the ... me lin04. 

Figurea were supplied by the principal railway 
companies, in regard to Abstract B, of actual costa 
in June, 1915, compared with 1913. These were 
examined by JIIr. Gurney Fowler on behalf of the 
Bo .. rd of Trade, who otated in a letter to th. Board 
of Trade, dated 20th July, 1915, that after eXamining 
figures from nine principal railway companies, he 
waa " of the opinion' that the 12. per cent. asked for 
U is justified as a fair charge up to the 31st 
"December, 1915." 

The approval of the Treasury was in the first 
inatanoe (l.tt.r dated 26th Auguot, 1915) limited to 
arrears of mai'ntenance and renewal of rolling stock 
(Abstract B), but later the Treasury in their letter 
to the Board of Trade of the 23rd September, 1915, a 
copy of which was forwarded to the Railway 
Executive Committee on the 24th September, 1915, 
extended their approval to permanent way, signals, 
telegraph., ete. (Abstract A.) 

The advice to the companies of t.he arrangement 
made with the Government and instruction. as to the
formulte to be used in stating the clai'ms againet: the 
Government are set out in a printed document 
dated 25th January, 1916 (Yellow Book), issued. to 
the companies with Circular Letter 483 of the same 
date. This document was approved by the Board 
of 'l'rade letter dated . 24th January, 1916, after it 
had beonconoidered in detail by Mr. Gurney Fowler 
and Sir William Plender on behulf of the Board of 
Trade. 

Stated shortly, the idea underlying thooe formullB 
was that the companies should receive month by 
month the difference between-

(a) their exp.nditu .... during each month of control 
on repain and renewal of 

(i) permanent way and works (Ahotract. 
A), and . 

(ii) rolling stock (Abstract B) 
(reduced to what it wao eotimated that the 
works executed_ would have cost at the 
prices current in 1913); and 

(b) theiI: expendi'ture on, or debit in respect of-,
the same. items in the corresponding period 
of 1913. 

The amounta so ascertained, which were to be 
. taken as representing the shortage or arrears of 
maintenance expressed in terms of pr&-war coat, 
were. to be increased by 126 per cent. (8ubsequently. 
raised to 16 per cent.), thie percentage addition, 8S 

already stated, being intended to .... preoent the. then 
higher cost of wages and materials. 

The _ difi'erence between present and pre-war COHt., 
for the purpose of reducing the cost of the work9 
currently executed tQ their pre-war value, wae to be. 
separately arrived at for each company by 
ascertaining the cost of the more important materials 
and the rates of wages in ·1913 and in each of the
control periods and so calculating a fa~ general 
percentage increase. . 

It will .be ohoerved that the 121 per COlI,t. addition 
wao only agreed up to the end of 1915. About that 
time the question of " supplementary agreement in 
regard to interest on capital expenditure and other 
matters. had been raised, (ante p. 19) and in a 
memorandum submi,tted ~ the Railway Executive 
Committee on 1st December, 1916, dealing. with 
these questious, it was pointed (tut that since the. 
arrangement fixing ~he 121 per cent. had been macie, 
costa had advanced very materially, 

In theBe circumatances it was suggested that a nf)W 
figu .... ohould he ag ..... d for 1916. 

This memorandum, aB previously mentioned. was 
handed to the Treaaury on·-the 17.th December, 1915, 
Rnd at the meeting of 29th March, 1916, (ante p. 
6) already referred to, the Treasury agreed that a 
higher percentage should ,be allowed in respec.t o'f 
the year 1916. 

After an. investiga tiun into current costs, the_ 
RailW8)! Executive CGmmittre wrote .to the~Board of 
Trad.e.- on 23rd January, 1917, 8uggesting 331 per 
cent •. in place of 121 PH cent. in nNlpect of- a.r.rean 
accru.ins,.in. 1916. 

After giving further consideration to the mat:tAu- it 
oocUl"red to the Railway Executive Committee that 
if ;the war were to continue for several .ream, and 
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C06U!1 were to continue to rise, the system of fixing 
a different percentage for the arrears of each year 
would bo erlrem&iy unsatisfactory. 

The objections to the system are summarised in a 
letter which is printed in the White Paper (.page 46) 
dated 3rd' April, 1917, from Sir Alexander Butter
worth to Sir William Marwood. 

Apart ftom practical difficulties that were likely 
to arise in working out the arrangement, the sub
stance of the matter la.y in this, that the relevant 
costs were really those obtaining at the time when 
the arrears of work came to be exeCuted, and any 
arrangement that definitely fixed a percen'\age in 
advance was in the nature of a gam'ble. Assuming 
that coste went down af;ter the 'War, the Government 
might very easily be paying unduly high 8umB, if 
their liability WBB calculated. upon the costs current 
at the time when the arrears accrued. With our 
present experience 33t per C?fmt. aounds a very 
moderate addition to pre-war costs, but at the 'time 
it was looked upon as a very large one, and no one 
could fore,tell whether coats would ,be higher or lower 
'When the work came to be carried out. 

The m~tter had been discussed in a preliminary 
way at a meeting with the Government accountants, 
held with reference :to other subjects, on the 13th 
March, 191 'r, and it wa.s discusaed at a meeting of 
the Executive Committee on March 20th, 1917. 
Later, Sir Thomas Heath intimated ;t.hat the matter 
'Was ODe for the Board of Trade to deal with in the 
first instance and it was "in consequence of this 
intimation tha.t the letter, of the 3rd April, 1917, 
to Sir William Marwood was written, which was 
referrae!" by the Board of Trade to Sir Al'bert Wyon. 

La.ter in April, 1917, SU' Alexander Butterworth 
discussed th"} matter with Sir Wi.lIiam Marwood, 
when he explained that the proposal of the com· 
panies was that the ultimate percentage should be 
agreed, or settled by some prompt and simple method 
of arbitration, within at latest twelve months after 
the termination of the Government control. 

On the 3rd May, 1917, as appea.rs from the letter 
printed on page 45 of the White. Paper, the Board 
of Trade explained the whole "situation to the 
Treasury, as a result of which, on the 19th June, 
1917, a meeting was held with representatives of 
the Treasury and Board of Trade; at that meeting, 
after discussion, the proposals of the Railway Execu
tive Corumittee were accepted in principle, leaving 
the exact amount of the payments. on account to be 
settled lawr. 

On the 3rd J uIy J 1917, a letter from the Treasury 
(datod 26th June, 1917), was forwarded to the Rail
way ~xecutive Committee by the Board of Trade, 
agfeelDg to payments on account being made at the 
rate "of 115 per cent. of pI'e-lWar costs, and on the 
30th August the Railway Executive Committee wrote 
accepting this figure. 

The result of these negotiations was that all pay
ments, including those made in respect of 1914 and 
1e1S, weI'e to be treated as payments on account 
the paymentf; from 1st January, 1916, to be cal: 
culated at 115 per cent. of pre-war costs and at the 
end of control, or within 12 months afte-rwards the 
companies were to receive the difference (if' any) 
between the sums so paid to them and the cost 
(actual or estimated) of ca.rrymg out the work such 
difference,. in the absence of agreement, to be s'ettled 
by some SImple form. of arbitration. 
~or the p~rpose .of simplification the 112l per cent., 

WhICh had Dean agreed for 1914 and 1915, was aub
sequently altered to 115 per cent. 

As. already explained, the above arrang~mentB only 
app1Ied, to" works falling under Abstracts A and B, 
and ,did not extend to such things as traffic, 
maohmf'l"Y, docks and dock plant hotels steamships 
etc:. , . though, all such itema feU with;'n the 8am~ 
prmclple, WhICh had received official recognition 88 

fai.' bac~ as, the preparation of the accountancy 
lnstl'uctlons In 1914. 

The case of. steamboats was specially discuased with 
the Treaaur;Y III December, 1915, and again in Maroh, 
1916, and It w~ agreec.l that the amount& due for 
arrear8 of tnamtenance of steamboats mould be 

82046 

settled at the oonclusion of the period of control. 
The case of steamboats was rather special, becaUle 
a grea"b number of the raIlway ateamers had been 
commandeered by the Admiralty, who were, of course, 
liable for their maintenance. 

As regards items other than steamboats, the point 
was expressly raised in connection with the Supple
mentary Clauses in a letter from Sir Herbert Walker 
to the Board of Trade, dated the ~7th October, 
1916, and after Bome correspondence in which the 
Treasury intimated their readiness, if necessary, to 
consider the extension to other abstracts of the 
procedure already adopted in the case of Abstracts 
A and H, a letter was written by the Treasury to 
the Board of Trade on the 23rd January, 1917, and 
forwarded to the Railway Executive Committee on 
30th January, 1917, in th~ following terms;-

Ie In reply to Mr. Moggridge' a letter of 6th 
.. in,tant (R. 3656) I am directed by the Lords 
II Oommissiollera of RiB Maje.~ty's Treasury to 
" request you to convey to tht Board of Trade, 
" for communication to the Railway Executive 
II Committee, Their Lordships' a8SUr8llCe that 
II They recognise that the railway oompanies 
"will have a claim" against His Majesty'. 
CI Government at the end of the period of the 
H war, or at the end of the period of cOlltrol, 
"in regard to arrears of maintenance in tho 
"case of works falling within the scope of the 
Ie General Agreement and not included in -any 
II special arrangement now made or to be made 
"for the payment of deferred maintenance." 

Tho decision to let aU payments in respect of 
these arrears stand over until after the control was 
rather complained of by some of the eompan"ies whose 
docks formed a la.rge part of their undertaking, but 
on the whole th~ arrangement come to WI\8 thought 
to be fair and satisfaotory, though it is po8aible 
that it WB8 less favourable to some compa.nies than 
to others. 

FnfA,NOIAL AND ACOOUNTANOY WORK OP THE R.u!.WAY 
ExBCl7TIVB CoIlJllT'l'BB. 

The .. financial and accountancy work undertaken by 
the Railway Executive Oomm:it~e divides itself under 
two main heads;-

(1) Work undertaken on behalf of the railway 
-companies; 

(2) Work undertaken on behalf of the Government· 
and this work" was in the main performed by:- ' 

(1) A. Joint Committee of General Managers and 
Accountants, called at its inception the 
Special Committee, and afterwards the 
Compenss-trion Accounts Sub-Committee. 

(2) A Committee of AccountatrtB. 
(3) A Committee- of Investjgators. 
The first half of the" work, viz., that on behalf of 

the companies, ca.n be dismissed here with a. few 
words .. It was un.dertaken) for the mOBt part, either 
by specIally appOinted Committees or by the Joint 
Committee of General Managers and Aooountants 
and conaisted mainly of negotiating with the" Gov: 
ernment on fin~D.cial matters; it was strictly no 
pB:rt of the duties of the Railway Executive Com
mrttee as such, but as that Committee included the 
General Managers of most of the leading compa.nies 
it seemed at the time the- most suitable body" t~ 
undertake this work. It is with the other half of 
the work that the sectif?n is concerned. 

The Ex.ecuti,:e Committee, either directly or 
throu~h the JOint Committee or the Accountants' 
~mlDlttee) acted nlso as a "medium of communica
tIOn between the companies on the one hand and 
Government Departments and the Government 
a~counta:nts on the other in relation to financial ques
tlOr;tS, Wlth the advantage of securing uniformity of 
actIon. 

The Committee of Accountants acted as technical 
advi~& o~ the Railway Executive Committee, and 
the ID:vestlga~rs acted, under the direction of t"he 
~mmlt.tee ot AccountanUt, in advising the compa19ies 
~n the prep~ratl0n ot their accounts, and in examin." 
lng clailll8 made against the Goyernment under the 
agreeDMnt. 

TUl?ling now' to the origin, constitution and main 
functIons of the three bodies to which~ as above 

BS 
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stated, questions of finance and acountancy were 
mostly referred, these were shortly 8.8 follows:-

I.-The Oompensation .4,'ccown.ts Sub-Committee. 
This Commit.tee (at. first called the Special Com

mittee) originally cOll8isted of twO" general managers 
Bnd five accountants, and W3B set up on the 10th 
Seoptember, 1914, U to tabulate suggestions for deal. 
H iog with any pointe upon which it is considered 
" difficulty may arise in the preparation of the final 
"accounts to be submitted to the Government for 
" 8&::ertaining : the net deficiency payable to the 
II various companies by the. Government under -the 
" agreement." Alterations lwere maae in the com
position of the Committee from time to time, but 
it continued throughout to be a joint Committee of 
general mallagers and ~ountants. 

With 'the exception of one matter, viz., the cun
sideration of compensation claims, ,vhich will be re
ferred to at leugth la.ter, ihe Commit'bee merely dealt 
with matters expre.,sly referred to it; but BS a rule 
such accountancy and financial matters 88 were 
thought to involve questioll8 outside the &cope of the 
functions of the Accountants' Committee were re
ferred to it, and it generally fell to them to discuss 
with the Treasury and the Government Auditors any 
difficult points arising in connection with accounts. 
'llhus it represented the Railway Executive Committe(> 
at. the meetings (refened to Oll pages 8 and 13) with 
the Board of TI'Rde ana Treasury OD October 14th, 
1914, and November 25:th t 1914. 

It also acted 89 a liaison body between the 
Accountants' Committee and the ltailway Executive 
Committee. 

'As an illustration' of the sort of assistance which 
through the medium of this Committee the Bail .. ay 
Executive Committee endeavour.ed to- ,reuder to the 
Government, reference may be made to the action 
taken by it in connection with the question of excess 
expenditure referred to on page 8. 

In the early months of 1916 it was brought t. the 
notice of the Railway Executive Committee that the 
expenditure of many companies in 1915 upon JPain
ten8nce of way and .worke and rolling stock con
siderably exceeded the corresponaing expenditure i.n 
1913. 

In consequence of this all companies, whose accounts 
for 1915 disclosed an increase in' their expenditure 
on -Abstract A or B (after adjustment for difference 
in coats) of more than 10 per. cent. over the 1913 
Jigures were invited to meet th~ Compensation 
Accounts Committee. Meetings were held with 26 
companies, the company being in most cases repre
Rented by its general manager. Their attention was 
drawn to the Circular Letter of the Railway Executive 
Committee, dated 13th August, 1914, and it wa& 
pointed out to them that the Government· would 
almost certainly call for an explanation of any ex
penditure substantially in excess of that of 1913. 

The meetings brought to light a number of difficult 
ana doubtful points, and in particular attention was 
drawn to the questions: . ., 

(1) Whether it was necessary to continue the Gov
- ernment control of all the railwa.ys; and 

(2) What stepe should be taken to ensure the ,..
payment of any BUms paid to or retained by 
companies in excess of the amounts 
ultimately found to he due to them. 

A.s to the latter question, the Committee recom
mended that all companies should be asked to give 
an undertaking to refund with interest any amounts 
which might be found to have been overpaid to 
them, and to deposit security where a satisfactory 
undertaking WllS not forthcoming, a recommendation 
which, as explained above, was partially embodied 
in the Supplementary Clauses. 

The Compeusation Accounts Committee made a 
report of the meetings to the Railway Executive 
Committee, in which they stated that they· believed 
that in the case of the companies not closely in touch 
with the work of the Executive ,Committee the 
meetings had not been without use, and that in 
every C1l.3t- where explana.tions or- details were asked 
iDr they had been readily snpplied to the Committee. 

There was nothing in the agreement of 1914 
limiting the 'amount to be expended or the work 
to be done by a company to what was spent or 
carried out by it in 1913, and thE! Railway Executive 
Committee would have DS8umed a seriou8 re
sponsibility if they had prevented any company from 
carrying out repairs which that company considered 
necessary for the !4Ilfe or efficient conduct of its trafliD. 
But, U:ey thought. it t.hoir duty to play the role of 
II watch-dogs" to the bellt of their ability, and they 
made it abundantly clear that any company which 
wae considered '0 be over-stepping the line of what 
was fair would find no 8Upport from the Railway 
Executive Committee. They had no power to bite, 
but they could at any rate bark. 

2.-T/ae Acco1Jfltant.s' Sul,-(}olltmittl'f' 

\\'a~ set up, as n Iready mentioned, on 9th August, 
1914. Its original functions were to report: 

(1) "Whut arrangementB will have to be made 
"and what instructions will have to be 
U issued to the various companiell in order 
" that a uniform system shall be adopted in 
"arriving at the net receipts for a given 
10 period in 1913, and of the expenditure 
H and revenue of each company during the 
" time the railways are taken over by the 
H Government." . 

(2) II What steps ca.n be taken to enable the 
II Executive Committee to be kept advised 
II pel'iodicaJJy of the comparative expendi. 
H ture that is being incurred during the 
II time the railways are taken over by the 
" Government." 

This Committee at first eOllllisted of the account
~lJlts of .six companies, but op th-c- Hth August, 1914, 
it! was enlarged to 'include thl' aCcountante 'of 0.11 the 
('ompallies repl'9BCll,ted on the Railway Executi~e Com..
mittee. 

Thl.· Accountants' Commi tt(~ acted really in thrOB 
capacities: (1) ill advhling the Railway Executive 
Committee on matter!' of accounts and preparing 
statements and estimates, etc. for them j (2) in assist-

. jog the Government, first in the preparation of 
instructions to the railway companie.'! as to the way 
of making up their accounts, and secondly in examin4 

ing the accounts and claims of the various compallieg, 
and, as part of this latur branch of their work, in 
instructing and supervising the work of the Investi
gators; and (3) in distributing the money received 
from the Government between the separate com
panies, in fact, acting as a clearing house in connec
tion with the money' settlements under the com
pensation and 8U bsidiary agreements. 

In carrying out (2) and (3) the Accountant8' Com
mittee is to be looked upon as a branch or Sub
Committee of the Railway Executive Oommittee. 
Their Minutes were submitted to the Railway 
Executive Committee fot cOlifirmation j the lettel's 
and instructions which they prepared were sent out 
under the signature of either the Secretary or the 
Acting Chairman of the Railway Executive Com
mittee and 16 Great George Street, where they held 

. tlleir ~leeting8' and where their Secretary and clerical 
staff had their offices, came to be regarded as the 
Accountancy Headqual'tel's of the Railway EX(lcutive 
Committee, just as 35, Parliament Street, was the 
C~mmittee'8 headquarwrs propel'. 

3.-1nveliltigation Sub-Committee. 
The Investigators came mt.o existence in March., 

1915; they never actually sat. or acted as 1,\ Com
mittee and it will be conveOlent to deal With the 
history of their organisation in connection with tilt> 
dC'tailed account of the special work undertaken by 
them. 
A~ already explninea, the main duties undertukell 

bv the Accountants' Committee oU behalf of .th(J 
Government were (a) the p~paration of .instructlOJlIJ 
for the guidance of the ratlway compaDles j (b) the 
snpervision of the compensation accounts of t~e com
panies,; and it will be. con,:enien~ to deal ~l~h the 
remainder of this SectlOn~ mcludlDg the orIglD and 
functions of the Investigators, under these twc 
headings. . 
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A..-TRB PnBI'ARATIOS OF INSTRUCTIONS. 

The first step was to lay down the lines upon which 
t,he accounts of the companies should be made up for 
t-he purpose of presenting their claims against t.he 
Government. 

Memoranda on this subject were prepared (1) by 
the railway accountnnt.!. on hehnlf of the Railway 
Executive Committee (being the mE.'morandum alren.d~' 
referred to in connection with arrears of mainten
nnce) and .(2) by Sir William Plender on behalf of 
the Government, and these were discussed at the 
meeting at the Board of Trade qn the 14th- October, 
1914, which, as already mentioned (ante, p. 8), Sir 
William Marwood, with Sir William Plender and 

. representatives of the Treasury, attended on behalf 
of the Government, whilst the Railway ExecutivE.' 
Committee were represented by members of the Joint 
Committee already referred to. 

1'hese two memoranda formed the basis of the in
structions which early in 1915 were !;ent to all con
trolled companies, setting out the methods to be 
ndopted in making up the "compensation claims, Jt 

as they cn.me to be called, showing, in the case of 
each company, how each period compared with the 
corresponding period of 1913, and t,he estimated deficit 
which the Government were liable to make good. 

The actual sequence of events in this Qonnection WQS 

as foUows:-
After the meeting on October 14th, 1914, the rail

way accountants drafted a set of regulations based on 
the memoranda which had been discussed at that 
meeting and the decisions then arrived at. Mean
while the Treasury officials were 8lso trying their 
hands at a draft. 

These drafts were discussed at a. further meeting 
on 25th November, 1914, at which the same parties 
were represented, wh~n draft regulations were agreed. 

As a result of that m~eting the regulations or 

R. E. O. Oi"'Ul"/ 
Letter No. Date 

214 4/3/15 Blue Book 

483 25/1/16 Yellow Book 

536 3/4/1'6' Heliotrope Book 

729 14/11/16 Pink Book 

1400 12/6/18 Green Book 

1650 13/12/18 Brown Book 

In additiun to the printed books of instructions, 
the Accountants Committee ·found it necessary fl"om 
time .to time to advise the controlled companies on 
detail matters of aecounts and many circular letters 
dealing with such mattere were issued -by the Railway 
Executive Committee on the recommenda.tion of the 
A.ccountant's Committee. 

The scope of these may be -generally descrirbed 88 

follows:-' 
1. Circular letters dealing ·with preparation and 

form of monthly estima..tes of revenue receipts 
and expenditure, and arrears of main ten. 
ance. . 

2. Circular letter. dealing with the accounting aide 
of questiouB previously settled by the Rail
way Execu,tive' Committee 'With. the Govern~ 
ment Departments, e.a., expenses of requiai. 
tioned steamboats, war bonus, Government 
traffic, form of published a('counts, proredure 
in ngsl'd to nccounts for war manuf&C'tnl"E's, 
etc. ,I , 
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instructions so agreed were provisionaHy issued by 
the Railway Executive Committee on 13th J !lllllary, 
1915, with a Circular Letter explaining the functions 
of the Investigators; hut the instructions were not 
issued in final form untjl the Government had form
ally signified their approval. 

This was not until March, 1915, when the instruc
tions were sent out by the Railway Executive Com
mittee in book form (Blue Book), under the title, 
" Memorandum of Instructions to Railway Companiea 
II for the Preparation of the Accounts to be presented 
" by each bontrolled Company to o.rrjve a.t the amount 
II of compensation payable by His Majesty's Govern
" ment." 

The instructions were accompanied by Circular 
Letter No. l::!14, dated 1st March, 1915, which stated 
in terms that the instructions were "as finally 
"approved by His Majesty's Government," and 
ended" You will non' be in n position to cOInpl('1te 
II the final account in respect of the period 5th 
" August--3let Decernber.'~ 

These instructions !;et out the original agreement 
of August and the agreed definition of Net Receipts; 
embodied u. numhcr of the emergency instructions 
which had been issued in August, 1914; contained 
detailed regulations as to the inclusion and appor
tionment of variolls items of receipts and expenditure, 
as to provisions for reRerves, etc., and laid it down 
that the net receipts of each company for tho year 
1913 mnst be taken to be those appearing in the 
published account-II:! of that year. 

The respective methods adopted in 1913 by the 
va.rious companies were to regulate the accounts of 
enoh company during the period of control. 

The following is a -brief summary of the principal 
seiR of accountancy regulations or instructions issued 
before the passing of the Ministry of Transport 
Act, 1919:-

Memorandum of Instructions to Railway Companies for the 
preparation of the Accounts to be presented by each 
Controlled Company to arrive at the amonnt of Compen. 
sation payable by His Ma.jesty'. Government. 

Arrears of Maintenance and Renewal Work, Abstracts" A" 
and U B" for the period 5th August, 1914, to 31st 
December, 1915.· 

. Example bf Application' of Ino\ructiono in tbe Yellow 
Book i and 

Instructions as to the method of arriving at the allowance 
of Increased Ratee of W &ge8 and prices of materials., 

Supplementary Clauses to Agreement with Hill Mo.jeBty'a 
Governmsnt ; and . 

Regulations 'in regard to the compilation of claim for 
Interest on Capital Expenditure. ' 

Arrears of Maintienanoe and Renewal Work Abst.racts II A U 

and II B" for the year 1916. 
Arrears of Maintena.noe and Renewal Work Abstracts H A" 

and II B " for t.be ye'lr 1917 snd onwards. 

3. Cil'culo.r lettel'b dealing with cessation of intel"~ 
company charges and divisions of tro.ffic, 
non-controlled companies' proportions, and 
other matters, which may be regarded as 
arising automatically from Goverorne-nt 
control. 

How far the instructions issued. by :the Railway 
Executive Committee on matters of accountancy were 
01' are binding upon 'Companies which did not agree 
to act upon them was occasionally discuS6ed, bu:t has 
never been decided. It may be taken that they have 
be(ln generally worked to, but if anll iiO far as they 
went beyond what might be fairly regarded as implied 
in the main agreement, there seems to 'be ,nothing 
tha t made or makes-them binding upon a dissentient 
company, though it' is doubtful whether this was 
generally ren.1ised, especially by the smaller com
panies. It was o'bvious that an agreement conCluded 
in such genf>ral language as that of August, 1914, 
would admit of considera'ble variations in details as 
regarda the exac:t mode of c'arrying it out, and h 

E8 
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was desirable from all points of view to avoid con~ 
stant doubts and disputes a.nd to secure uniformity 
of action 88 far as p06Bi.ble. 

-Two courses were open. One would have been to 
endeavour to draft an agreemen.t in sufficient detail 
to cover all possible or probable contingencies, and 
then negotiate the terms with each of the 80 or 80 

controlled companies in GNat Britain, with the 
almost certain result that the war would have ended 
before any agreement !WaS arrived at with many of 
the companies. The other was the course actually 
adopted-to.:,draft fair regulations coveriIig the most 
important of the pointe likely to rise; 8uppJemen,t 
these 8S and 'When it became necessary; issue the 
regulations, and assume that they would meet with 
general accepta.nce. 

If the Railway Executive Committee in 8uch 
matters occasionally assumed an authority for which 
they might have found it difficult to give chapter 
and verse, this was u-ndoubtedly to the public 
interest; what they felt, mainly concerned with. was 
that the agreement should be carribd out in a fair 
spirit and upon reasonable and practical lines, and 
that they should render all the assistance in their 
power to the Government. 

The rule, a.s already mentioned, was, in all mRttert1 
of principle, to obtain the approval of the Go\'ern
ment Accountants and the Government Department 
concerned (.Board of ,Trade and 7 or- TreaBur~) to the 
instructioDs before they were issued, 80 that at. any 
rate the Government could not suffer by the pro
cedure adopted. Indeed, the procedure from the 
first was adopted with the acquiescence-if nQ"t at 
the express request,...-,..of the Board of Trade, who" 
looked to the Railway Executive Committee .and the 
Accounta.nts of the railway companies for a much 
larger degree of assistance In accountancy' matters 
than the General Managers had anticipated, or, so 
far as appears, than the Government had any legal 
right to require. ' 

B.-THB SUPERVISION OJ!' 00l!PEN8ATlON AOOOUNTS 

01' THB COMPANU!lS. 

Sir William Plender seems to ,have assumed that the 
rnilway companies would takes sorne steps to secure 
that the dittel'ent companies would make up their 
accounts upon a correct and uniform basis, for in 

,hislmemora-ndum of 29th September, 1914, he said:-
f( The Board of Trade, whilst reserving'.to itself 

It thre 'right- of nomina.ting any independent 
" pemon or .. pereons to e::s;amine on their behalf 
"the accounts submitted, should be e.dvised of 
(the steps, if &ny, which the railway companies, 

H on their -own initiative, propose to take to 
H prevent any p08Sible misundeMtanding of the 
H regulations governing the preparati-on of the 
"accounts which are to be embodied in the 
"proposed memorandum, as by constituting a 
ct body of railwa.y expert 'accountan1:e eelected 
If mainly from the Railway Clearing ·House, who 
(j would, by -personal examinatron of accoun1:e 
" and conference with officials, see that 'as far as 
" possible uniformity in treatment is est&-blished, 
"and that no departure from the instructioDB. 
I' takes place." 

On the 8th December, 1914, a suggestion wa.s made 
that a small committee should be formed to II scru· 
tinise the accounts w,hich wilf be presented by the 
v.aJ,"ioUB railway companies to form the basis of the 
oompensation payable by the Government," and the 
task- 'Was remitted to the Joint Committee already 
referred to, which la.ter came to be known as the 
Compensation A.oootinte Committee. ., 

At a meeting of this Committee, held on 14th 
December, 1914, it was recommended that a Sub
Committee of Investigators should be set up, con
sisting of tw-o representatives from the accountant's 
office of each of the companies represented on the 
Executive Committee, 

It was thought that in the first instance two mem
bers of such Sub-Committee should visit, the a.ccoun~ 
ante -of each of the U non-executive " companies, in 
order to satisfy themselves that the Memorandum of 
Instructions was clearly understood, and that later 
~he memb .... of~h. Sub-Commi~tee should conduc~ 

an inv&stigatioll of each company's accounts in order 
to asoertain that the instructions had been given 
effect to. 

The matter was next brought before the Executive 
Committee in order to obtain their approval to the 
formation of the Sub-Committee suggested and 
finally was coneidered by a meeting of general 
managers of all the controlled companies, held at 
the Railway Qlearing H01l8. on the 18th o..cember 
1914, when it waR resolved: _ ' 

U That this Conference of tlie . General 
U Managers of the conlpanil's, tho control of 
fI whose lines ll'n.s been taken over by the Govern
II ment under the Act of 1871, 8.88E'nta to the 
H principle of an audit of the accounts to be 
H rendel'ed 011 behalf of the 'controlled' com': 
" paniea to the Government, by a Committee to 
II be appointed from th~ staffs of the accountaDte 
I' and audit offices of the companies represented 
" on the Accountants' Committee of the Execu_ 
H tive Committee, and agrees to afford every 
it facility for such audit." 

Following the decision -of the general manager. 
recorded above, the CompensatiOll Ace-ounts Com
mittee met the ptoposed Committee of Investigation 
at the Railway Clearing House on the 6th January, 
1915. 

At that meeting the minutes of the ~neral 
managers' .;:{)nference referred to above were read, 
and it WIlS roint.Eod out that the 'Qrop08ed arrange
ments would be t.o the mutual advo.ntB~e of all the 
companies, since, by enabJing the ,Railway Execu
tive Committee to give the Government aT! assura.nce 
that the approved instructions had been fully under
stood by all companies and that the claims for oom
pensation hac been prepared an th". lin~ . there laid 
down, the final' settlement would be greatly 
facilitated. 

On the recommendation of the same Committee, 
held on the 12th January, 1915, it W88 tiecided that 
the memorandum of instructions (Blue Book), which 
was on the point of being is.sued to the companies 
should be accompanied by a. cirC'uJar ;etteT, explaining 
the steps which were being taken, The following ill 
an extract from the letter J which was &ent out on 
the 13th JanuarYJ 1915:- • 

"With reference to the meeting (f general 
II managel'S of controlled companies, held at the 
H Railway Clearing House on the 18th December 
"last, when ~ent was given to the proposal 
"to CODJititute a Committee of InveBtigation, 
" consisting of repres~ntatives of the accountants 
II of the companies represented on lib" Executive 
"Committee, in conne<"tion with th('l claim for 
II compenaat.ion to be rendered against the 
II Government in respect of period of Govern
"ment control j as indicated at that meeting, 
II the duties of the Committee will, in the first 
II instance, be of an advisory character in coo
n nection with the Memorandum of Instructions 
"which, at the instance of the Government, is 
" to . be issued in regard to the accounting 
"arrangements during the period of Govern
II ment control." 
• • • • • • • • 

" I have also to advise you that at an early 
"mutually convenient date two representativeB 
" of the [ ] Company'wiH can upon 
If your accountant for the purpose'of giving -any 
II explanations that may be necEl8SarJ to ensure 
"a complete understanding as to the intention 
U and effect' of the various instructions." 

On 3rd March, 1915, instructions outlining the 
duties of the Investigators were drawn up by the 
Accountants' Committee, and a rota was prepared of 
visits to be made by the Committee of Investigation 
for the purpose of examining the accounts of aU the 
controlled companies for the period 5th August to 
3Jst December. 1914. 

These iustructioDB provided:

" GeMt'al. 
ff To ascertain whether the prOV1810ns of th" 

H Memorandum of Instructions' have been strictly 
"complied with and to re"ort any del'artnrO'l 
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C I therefrom. A-uy questions of principle that 
II 'may be raised to be enquired into and reported 
II upon. 

'c Bali.! 01 Oompensation. 
H Particular attention to be given to Clauses 

H (6) and· (7) of the Memorandum. 
" With regard to Clause (8), the Investigator 

(I to report in every -case the method employed 
(C in arriving at the total traffic receipts for the 
II 'Period 5th to 31st August, 1913, and to state 
C I whether he is or is not satisfied yith such 
II l!lethod, giving reasons therefor. 

II Receipt, and Expen.dit1w., Oontrol Period, 1914. 
u'The Investigator is not expected to examine 

II vauohera or to test the accuracy of the figul'fi's 
«« produced, • except in cases where such figures 
H are the l'MUlt of the application -of a regulatioll 
(I contained in the Memorandum of Instruction'J 
II in regard to any specified item of receipts and 
U expenditure, such 8S parcel post receipts, i'8-

U newals of perman~nt way and rolling stock, 
If etc., etc. 

I( Net Receiph, hal/-1Jeb!rl to 30th JU'fI,e, 1913 
" and 1914. 

II In accordance with ClaU!te (10) of the Memo.
U randum, the Investigator to satisfy himself 
If that the net receipts of the two half-years. have 
II been prepared on the same basis. 

" The Investigator should, on completion of his 
u examination, o9tain a copy of the final account, 
U certified as such by the accountant of the com
" pan)" concerned, and send it in with his 
" report." ' 

The procedure of Investigation of Compensation 
l'1aims. was subsequently applied to the claims in 
raspect of arrears of maintenance and interest on 
.!npital. 

Subsequently to the issue of the foregoing in
structions to the investigators, the Accountants' 

. Committee prepared sets of questions (prints of 
which can be produced, if desired) for the investi
gators to answer when they were reporting the re
snits of their investigation of the various companies' 
accounts, these questions being directed to thoae 
points in the instructions which needed to be most 
carefully watched. 

The ,procedure nnd functions of the bodies. set up, 
as olread.v describetf/' for'! the purpose 'of examining 
the claims against the Government, are briefty 8um-
Dlorised below! - . 

1. A company's claim is first of all report.eCl upon 
by the two investigators, after examination 
on the spot, whoae l'eport is forwarded to 
the Ar.CQuntants' Committee. 

2. 'If the investigators- report and the claim raise 
no doubtful points, they are despatched by 
the Accountants' Committee to the Govern
mt'nt Accountant. If, however, any further 
information is required, the committee com_ 
municate with the company and I or the in
vestigators, and if they are able to clear up 
the matter, the claim is forward~ to the 
Government Accountant with a note of the 

. 89ion taken by the Committee. , 
' .. .' '3. If. no settlement is reached on a disputed claim, 

th~ point at issue is referred to the Compen
sation Accounts Committee, unlees the 8ame 
point has been ~reviously dealt with by that 
committee, in which event the report and 
claim are sept on to the Government; 
Accountant with a reference to the previous 
report of the Compensation Accounts Com
mittee on the aame point. 

4. The Compensation Accounts Committee in deal
ing with disputed claims, after hearing the 
vieW! of a company whose claim i8 not passed 
by the Accountants' Committee, report to 
the Executive Committee whether thev 
agree with the accoun1iants, setting out i~ 
their report the contentions of the compauy, 
and, if ~ec~sary, the reasons why they do 
not accept these. The following ,are the 
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stages preliminary to 'making their ra
port:-

fa) Informal meeting of committee to 
cOllsider ac~ountanta' conclusions. 

(b) Letter from committee to company 
concerned suggesting a meeting to enable 
the company to lay its con'OOntions before 
the committee. 

(C') Meeting with company. 
(d) Letter to company, stating (if such be 

the case) that tl1e Commi'ttee are unable to 
recommend any, variation from the opinion 
of the accountants, and asking for a written 
statement of the company's contentions. 

(to) Report to the Railway Executive Com-
mittee containing: - . 

(i) Accountants' opinion. 
(i"i) Company's contention. 

(iii) The Committee's conclusioD'. 
(iv) Uecommendation that the report be 

forwarded to the Government 
accountant. 

S. Consi~eration by the Railway Executive ~m~ 
mlttee of the report of the CompensatlOD 
Accounts Committee Rnd dispatch of same 
to the Government accounta.nt. 

The cODsi'deration ·of claims both by the 
nccounta.nts and the Compensation Accounts Com
mittee is limMied to the question whether the claim 
is in accordance with the issued regulations or 
instructions, a.nd it iB not regarded as any part of 
the function of either body to deal with the merits 
of the claim apart from such regulations or 
instructi'ons, the view of the Railway Executive 
Committee being that such -questions should be left 
to, the Government accountants or other repreS430nta
tives of the Government. The most that hOB been 
done is in exceptional cases to draw the attention 
of the Government. accountants to any special 
features ill a claim, where it has seemed to the 
Committee that a literal carryilng out of the 
instructions might involve hardship or a.nomaly. 

It will be readily understood that the membe.rs of 
the Railway Executive Committee undertook these. 
duties with a certain degree of reluctance, not 
because i't was adding a load to what in any case 
promised to be a heavy enough burden-bot.h of 
'work and responsibility-but because they saw that 
they might be placed in a position where their duty 

j ~to th~h' compJWlies a,t,lp th~jr, self-imposed duty to the 
~,Goveru.ment \vould elash, or seem ~o clasb;, or that 
at any-rate they might be called upon to talte action 
i'n mat,ters where the interests of their company and 
those of the' Government were not identical. 

However, they felt it to be their duty to render 
to the Government whatever assistance it was in 
their power to render, and eo for from the interests 
of the country having suffered from their pa.rticipa
tion in the financial questions. that arose out of the 
Government control of railways, as suggested in 
certain quarters, they believe that the work done 
by the Railway Executive Committee. and the 
Accountants' Committee in these matters was of very 
great value to the Government and saved the country 
a very large sum of money. . " 

After the paSBing of the Ministry of Transport Act, 
and when it had been announced by the Minister that 
he hq.d Ret up n staff to check and audit the claims 
of the companies against the Government, it WM 

rather assumed that the accountants would be allowed 
to return to their normal duties and be spared the 
very onerOllS work which, at the request of the RaitH 
way Executive Committt'e, they had voluntarily 
undertaken in order to assist the Government in the 
stress of -war. 

But the Minister of Transport reqnested- that -the 
accountants should continue to act, at any rate 'Until 
his ow'U staff were more conversant with their Buties, 
but that the staff of the Ministry should be given-an 
opportunity of attending the proceedings of. the 
accountants and inVestigators. 

In assenting to this request the Council of the Rail~ 
way Companies Association said that whi1e in view 
of the importnnct:! which the Ministry attached to 
their representatives being associated with the 
accountants of the companies at the meeting. at .which 
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the compensation claims were discussed and at the 
investigation of the accounts, they were prepared t-o 
recommend the compa.nies concerned to fall in with 
this procedure, they 6hared the doubts already ex
pressed to the Ministry as to whether the altered 
proceaure would tend to increased efficiency I as they 
fl"ared it might create a sense of divided responsi. 
bility. 

In consequence of the request of the Minister of 
Transport, the Committee of Accountants have con
tinued to act Bubstantially as they did during the 
war, their number (14) being made to corre&pond 
with that of the Standing Committee of General 
Managers. 

Before leaving this part of the subject reference 
should be made to the steps taken by the Treasury 
and the Board of Trade at the outset of the war to 
insure accuracy and honesty on the part of the con
trolled railway companies in making up their 
accounts, apart from the 8~!\Ii!\ltance they sought and 
obtained from the technical staff of the companies 
themselves. 

In Sir Willia.m Plender's memorandum of 29th 
September, 1914, he recommended that: 

"The Accounts as submitted to the Board of 
1/ Trade should have a certificate attached signed 
II by the chief aocounta.ot, the a.uditors and the 
"professional accountants of each railway corn
"pany, somewhat on the followitJg lines;-

'I We have examined the aecau'nts attached 
'I with the books and vouchers of the com
II pany, a.nd we certify to their correctneRS 
" and that they have been prepared strictly 
H in ooor.danO& with the agreement entlered 
" into with His Majesty's Government and 
II with the Memorandum dated ............. ;;· ... , 
II 1914, issued by the Committee 'of Chief 
" Accountants." 

At the meeting at the Board of Trade on the 25th 
November, 1914, this suggestion of Sir William 
Plender was adopted, the only modifica.tion made 
being that instead of the certificate having to be 
signed by the chief accountant, t he auditors and 
the professional accountants of each railwny com~ 
pany, the certificate wnR to be signed by the chief 
accountant and the auditors or the professional 
accountants of each railway company J the reason 
for this alteration being that the practice as to the 
audit of accounts varies on different railways j some 
companies have professional accoun~ants as their 
auditors, others have non-prpfessional auditors who 
are 8.8Sisted by professional accountants. 

The above form of certificate and the signatures 
to be appended were amended in accordance with the 
requirements of the Treasury, as stated in their 
letter to the Board of Trade of 1st January, 1916, 
as follows:-

"We have examined the accounts attached 
U and compared them with the books and 

." vouchers of the comJany. We certify that 
H they are correct and that they have been pre
"pared strictly in accordance with the Memo
U randum dated 1915 issued by the Committee 
"of Chief Accountants with the approval of 
" His Majesty's Government." 

This decision was circulated to the Companies on 
the 13th January, 1915. 

Early in 1915 Mr. Gurney Fowler raised a question 
with regard to the absence of comparative figures in 
the proposed form of aocounts, and in the course of 
a letter on the subject} be referred to the- form of 
certificate, which had been Rettled by the Treal'ury 
as above mentioned, as II a very stringent. printed 
certificate." 

To meet the point raiRed by Mr. Fowler it was 
arranged that each company should render a com
parative statement showing the revenue receipts 
and expenditure for the half~ye3rs ended 31st 
December, 1913-1914, in the same detail as is 
required by the Statutory Form of Accounts, and 
the increase or decrease of each item, and Mr. Fowler 
expressed himself as satisfied with the arrangements 
mndc. 

The' acceptnnce of the agreed form of certificate 
'as an adequnte safeguard for the Government i. 

referred ,to in the following extract from & letter, 

dated ht June, 1915, from the Board of Trade to 
the lbilway l!;xecutivc Committee, in reply to an 
enquiry from the latter as to the position of Sir 
William Plender and Mr. Gurney Fowler in relation 
to the audit of the accounts of the railway companies, 
which sets out very fully the position as r('gardA 
acconntancy I!Inf£'guards 6S viewed by the Hoard of 
Trnde:-, 

"The Board of Trade, in consultation witli 
"the Treasury, considered the question ns to 
"the scope of the examination to which the 
II accounts of the companies should be subjected 
" on behalf of the Govornment j and, seeing that 
II the accounts of all companies Bre at pre~ent 
"subject to an audit which is entirely inde
" pendent of the management of the compnnieR, 
"they were of opinion that payments (':an 
"properly be made, upon certificates by the.~ 
'I independent auditor8} subject to n. goneral 
,. scrutiny of the character hereinafter referrNI 
II to. 

" It was proposed thnt, in the first plnce" the 
"compunies themselves should prepare drafts 
"of certain instructions and schedule.~, that 
" these drnfts should be submitted to the Bonrd 
" of Trade, a.nd that, when finally settled, they 
" should be issued through the companies to their 
H accountants, who would prepare the ACcountR 
"on the linea thu8 laid down. This procedure 
"was, as you know, followed, and the instruc~ 
" tions hfl.l'll, it is understood, hE'en i!t.'tu('ld to all 
" the companies whose undertakings wC'r(> takt'lll 
" over under the Act." 

" It is further proposed,thut the accounts will 
" in due COUI'se be audited by the profAEVlional 
" auditors of the companies, and will lIltimntt-ly 
(j be submitted to the Boa.rd of Trade with a 
I, view to the final payment of compeDl88tion 
" when tIle control period hos come to an end. 
II Before being finally passed for payment, the 
" certified dnims will be referred to a ('oDBultillg 
(j accountant whoso duty it will be to FUltiHfy 

H himself that the principles Ini'd down ~n the 
"instructions have been followed, and he wiJl 
'I also consider more particularly the methodH 
(j adopted in regard to su,oh rnnttE"f8 as deprecia
II tion and the allocation of charges betweNl 
U revenue and capital account.. The consulting 
H accountant would rely in the main on the cer
" tificatee of the profCSHional auditors of the corn
<I panie.q, and conduct ~etailed investigations 
U ,only if 'nnd when questions arise in the couree 
"of examina.tion .which appear to make such 
II investigations necessary, and he would n Iso be 
II generally responsible for seeing that the claims 
II are in order 0" 

Reference may also be made to the letters which 
passed between the accountants' committee Bnd the 
Government accountants at the end of 1915 when the 
accounts of a number of the companies for the five 
months of 1914 had been considered by the latter. 
The chairman of the Oommittee (Mr. Whitelaw) 
wrote to each of them (Sir William Plender and Mr. 
Gurney Fowler) asking whether there were any 
points of general principle in regard to the manner 
in whioh the accounts had been compiled which they 
desired to raise. He Nminded them that before 
very long the companies would have to take Rtf'pS 
to prepare their accounts for the Yl"ar 1915, and said 
that for this re080D it would be a great convenience 
if the Committee had before thelll in good time par
ticulars of any such questions. In rf'>ply each of thE
Government, accounta.nts stated that they knew of no 
such questions apart from certain matten that had 
been discussed at a rpcent ·interview. 

Dealing now with the matters referred to in the 
notE'S ha.nded to Sir Herbert Walker and Sir A. Kaye 
Butt·erworth on the 15th December, 80 far as they 
are not covered by. what has been already said:-

(1) TBB RAILWAY VIBW ON THB CoNNBC'l'lON BBTWBBN 
TBB OmOINAL AOBBBMBNT AND THL ACT OP 1871. 

The agreement must be regarded as 0 working 
arrangement intended to meet one main difficulty 
inherent in the situa.tion created by the Government 
" taking p085ession " of practically an the railways in 
Great Britain under th .. Act of 1871. 
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That Act {or rather S. 16 of it) is extraordinarily 
general and vague in its language--so much so that 
widely different views were and are still held 68 to 
the meaning, or at any rate the legal results, of this 
II taking possession," some people attributing to it 
apparently very little effect beyond what might be 
achieved by the exercise of the powers conferred by 
the Act of 1888, and otlu~rs regarding it as 
equivalent to somE'thing little, if at all. shori of 
tAmporary nationa1isation, while between these two 
extreme theories there seem to be a variety of inter. 
mediate views. • 

The d.ifficulty of interpreting the Act came out very 
clearly at the outset of the negotiations in August, 
1914, when the Railway Executive Committee were 
inclined to take the view that one result of the 
Government's "possession" would be that all 
railway receipt&: became automatically the property 
of th~ Government, and were told by the Board of 
Trn,de, that this was not the view of the Law Officers 
of the CrOWD. 

But apart from the difficulties of interpretation 
the situation itself was full of difficulty. No one 
knew what the result of the war would be upon 
rnilway travel and railway transport" but whatever 
happened the railways would have to be kept in 
funds to meet current expenses, which could not be 
immediately reduoed without adding seriously to the 
unemployment that many people looked for. 

Bnt perhaps from the point of view of the Board 
of Trade, with their special responsibilities in C011-

nection with the control (to use the word· which very 
soon sup8l'aeded the statutory term U possession "), 
the most embarrassing factor was the liability 
imposed on the Government by 'the -Act of 1871 to 
pay "·full compensation II, to the companies affected. 

It is cloo·r from the records of what passed before ann 
at the very commencement of the wal' that the Goyocn
ment were very much impre.saed and, indeed, em
barrassed by the fact that under the Act of 1871 eaC'h 
l1lilway had to be treated as a sapo.rn.t0 organisation, 
with its indepe-nrll"!llt right to compensa.tion, and if, ns 
might easily ha.ppe-n, one railway wcrs.to gain hom t}w 
WaI' through oil large. flow of military and navnl 
traffic, . while another lost (lost, that is to Bay, not 
merely as a result of war, hut as a. result of Govern~ 
ment control), the Act provided no moons of setting 
off the gain agai~lst the loss. The railway compnni~s 
as u. whole might be no worse off, and yet the State 
might have to pay large sum,a for compensation. 

Of course, there were large operating advantages 
to be derived from a pool, because it would enable 
those in control of the railways to disregard all 
financial considerations in connection with routing 
and conveyance of traffic, and in time· of war effiM' 
ciPDcy of operation, must· be the paramount consider
ntion: hut· the point above referred to undoubtedly 
weighed with the Government in making the par
ticular form of agroement which they did. 

To Bum up, therefore, the agreement"was, in tho 
first place, a working arrangement, which should-

(1) enable the railways to "carryon n financially 
without embarrassment, for they would meet 
current outgoing out of current receipts, 
plus such instalments of "oompensation" 
as might be found. necessa~y) and 

(2) pnn-hle those in control of the railways to de.. 
vote their thougbt&: and energies entirely to 
questions of efficient operation. 

But the agreement ,merely dealt, and could only 
have been intended to deal. with one aspect of com
pensation. It may even be said that it, made a use of 
the" compensation clause" which could hardly have 
been contemplated by the framers of the ActJ for by 
the agreement, as eventually construed and acted 
upon, the so-called 1& compensation" became the 
price whioh the Government pa.id for the con
veyance of its war traffic, while from a iegal point 
of view compenaation for loss sustained by the exer. 
cise of statutory POWPlS and ·payment for servic('s 
rendered are esspntially different things .. 

However thai may· be, the agreement dealt only 
with ",,-hat ~lay he termed tbe ~y-toMda: side of the 
" compensation." question-one may . call it the 
" revenue" aide of the queation aI di6tinguishea 

from the U capital" side. It made no attempt to 
deal with the contingenoy whioh necessarily la.y be
hind, viz., the extent to which at the end of Govern
ment U possession" or "control" it might be found 
that, apart from any question of dividends or net 
revenue during the period of such p08Session or con
trol, any company or companies had suffered loss 
through the exercige by the Government of its statUM 
tory po~rs. 

No doubt at the outset everyone's mind was 
airected to other objects--no one realised at first 
tha.t the Government control was to be a matter of 
years and not months, but it is believed to have alw3Ys 
been the view of the railway companies and their 
advisers that an overriding term of the arrangement, 
implied from the outset (or perhaps it would be more 
correct to 1i8y a fundamental principle of the Act, 
unaffected by the special agreement aog, to reven ue or 
interim compensn.tion), was that the undertaking!!. 
of the railway companies must be returned by the 
Government to the proprietors unimpaired, either 
physically or as revenue..earning undertakings~ 

The fact that the payments by the· Government 
would cease with the" possession" in itself demonM 
strates that the agreement provides no compensation 
for loss or injury (attributable to the exercise of the 
powers of the Secretary of State) existing at the end 
of State possession and enduring thereafter, ana this 
view of the arrangement iEi supported by the history 
C!f the agreement and supplementary arrangements 
as well as by the provisions of the-Ministry of Trans
port Act and the statement of the Home Secretary 
in the House of Commons on 2nd J'lIly, 1919. 

That statement was made in the following circum
stances ;-

Major Barnes moved an a.mendment (see Hansard, 
Vol. 117, No. 86, page 631) designed to Jimit any 
compen~tion payable to that provided for by the 
agreement or arra.ngement of Al!gust, 1914. In 
stating that the Government wer:..' not prepared to 
accept the amendmentl Mr. Shortt (Home Secretary) 
snid:-

HI agree that railways which are taken under 
n the Act of 1871 are to have fuIt compensation. 
II We know that there wa9 an agreement entereU 1 

"into at the beginning of the war, but it ha..'11 
U been perfectly clear thatJ owing to circuJn
II stances which have since arisen) the railway 
"companies would not be getting, under that 
U agreement, the full compensation to which they 
"were entitled under the Act." 

From this it is clear that, in the view of the Gov
ernment on 2nd July, 1919, the agreement of August 
1914, . was not -exhaustive of the'"' question of com~ 
pen&a.tion. 

(2) RAILWAY EncuTIVB COMMITTEE: CONSTlTUTIO~, 
POWERS AND FUNOTIONS, VIS-A.-VIS GOVERNMENT, 
VIS-A.-VIS RAILWAY CoHPANIES. 

The constitution of the· Railway Executive Com
mittee and the circumstances leading up to its forma~ 
tion have alrea~ been ax.plained. 

As regards its functions, it is impossible to speak 
with anything approaohing" acourate definition; for 
the simple reason that no attempt whatever was 
made at any time to lay down thei!' limits, or even 
toheir character. • 

'1'0 a great extent they acted as a 'Uaison body
between the Government on the ono hand and their 
own boards of directorS and the boards of other 
r:dlway companies on the. other, ·and no c1enr lint' 
was drawn between their functions 'or actions in that 
capacity and their duties a9 executive agents of tho 
Govornment .. 

In early day!! it was said that the principal duties 
C)f the Comm,ittee on mobilization would be· H to· co

, !' ordinate the :railway transport l'equirement" In 

!' connection with the mobilization of the naval and 
"military forces, concentt'ations of the latter, tho 
.1 transit of war mn.terial, and the maintenance of the 
',' food supplies o~ the civil population; to so apportion 
II the traffic 88 to secure the best results, to agr~ 
" programmslII with the view of avoiding any clns~ing 

I of interests, and to refer to the President of the 
I Board of Trade if they are' unable to do this." 
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But that assuredly gives a very imperfect d ... 
cription of the work undertaken at 35, Parliament 
Street, the headquarters of the Railway Executive 
Committee, and the place where in the early weeks 
of the war the ComDlitte& met three and four times a 
day, apa.rt from the alm09t continuous sittings of 
various fnl~ommittees. 

Primarily the Railway Executive Committee is to 
Le regarded 8S the expert body to whom the Govern~ 
Dlent entrusted the practical carrying on of the rail~ 
ways of which it had taken possession under atatutory 
powers, and seeing that ,nearly all the large railways 
in . England and one of the Scotch railway co.mpaniea 
w~l'"e repMS~nted on the Committee, the arrangement 
had the . .a,dvantage of involving the minimum dis
turbance of the existing NgiDle. 

'But the functions and authority of th,~ Co:.omittee 
88·& matter of strict definition must, it would aeem, 
tum largely -on the view taken as to the effect of 
the "possession JI of the railways by the Govern
ment. If the Government-were in H possession U in 
the fullest sonse of the term. there would be little 
or- nothing left for the general managers who formed 
the 'Railway Executive Committee to do 'Vis a vis' 
the public or other companies, or indeed as regards 
their own railways, exceD·t.~';the· rep' resentat1vea--d f "''-- -__ ~ ... 0 

an ,,~!!-J!!t,...o:. "Lie tiovemment. If, -on the other 
!and, the Governmen~s ". 'PolBession " were a much 
more limited ·matter, there would presumably -be a 
remnant of power left in- the respective boards of 
directors and general managers 'Of the various com
panies, including those represented on the Com
mittee. 

In either caee, the only' power which the Railway 
Executive Committee haa over other companies' w&., 
necessarily as the agents of the Governmtmt; except 
in that capacity all they could do Wa.8 to advise. 

It is believed that the wider' view of the U posse&
sion" was, broadly spea.king, the view generally 
acted upon, and that in issuing, circular letters to 
the various railway companies the Committee looked 
upon themselves as announcing the directions of the 
Government. In point of' fact, not oDly WQ.-S Sir 
Herbert--Walker, who was 'Acting Cha.irman of the 
Committee ~hroughout the )Var, almost daily, and 
other members of the Committee very frequently, 

...in personal touch with the 'War' Office and Board of 
Tttade, but the more important cirettlar letters were 
either s]lbmitted to the Board of Trade blfore being 
iB8ned, or embodied instructions which .th..: Board of 
Trade had ~lready not~fied or authorised. 

It is only right, however, to say that the Com
mittee were muQb. more concerned with H earrying 
on " efficiently than with any technical questions of 
authorHy. They were convinced that th: more the 
railwa.y companies were aUowed to run their own 
bu~line.&8, the better for the nation j therefore, as 
regards those railways which were not represented 
on the Committee, they interfered with thE'ir manage
ment as little as was consistent with securing, first, 
the best p088ible 'train seryices for all important 
traffics, and secondly, uniformity" of action in all 
matters where such uniformity W8.$ necessary or 
desirable, and mch directiona as they found it 
necessary to issue met with very unquestioning 
acquiescence on the :part of all concerned. As regards 

, their own railways, which carried more than thr~ 
\; .quarters of·'the' entire 'traffic, from first to last there 

was a. very neat approacn to 'unanimi\v among the 
members of the Committee -&8 regards all important 
questions. In these circumstances, the Committee 
did not feel it incumbent upon them to be &lways 
raising questions of authoritv. and they believe that 
their action ,or absence of I\ction) in this rHpect was 
justified by the result. 

The foregoing remarks have no Bpplication to the 
functions of the Railwa.y Executive Committee 'Oil 
d vis the Government and, therefore, as regards 
finance. 

F.rom the first (again. without much, if any, 
enqui ry 8S to the BOuree of their authority) the 
mem'bers of the Railway ·Executive--Oommittee under
took t.he· negotiation of financial terms with the 
Government on behalf of the railway companies 

. 

generally; and in all wcb negotiatione they acted 
entirely 88 the representatives, ,accredited or not 
as the case may be, of the companies, and 'Dot in 
any sense as the representatives of the Goftrnmellt. 

Of ""urse the Railway Ezecutive Committee had 
no au,thority to conclude bargains on behalf of any 
company (in many cases no authority to negotiate), 
and when their negotiations with the representatives 
of the Government were concluded the results had to 
be Bubmitted for confirmation to the boards of the 
various companietll. As a rule, but Dot alwaY8, such 
confirmation was forthcoming, and the terms then 
became operative 'between the Government and the 
individual companies. 

This must Dot be understood to imply :that, when 
bargaining with the Government on financial matters, 
the general managers felt jlUltified in extracting the 
most onerous terms they could from th088 who in 
these matters represented the, Government, ,or had 
any desire to do so. . 

Far from it; throughout, though they did not 
always get :their way, ,they did their utmost to be 
fair and to see both sides of the CAse, and while in 
",U~a~~erJI_ of, l>argai!ling they regarded their dutiea 

... as being primn.rily towards the;&' ahen-holdare.- .. they 
realised to the full that it was their duty to &bstain 
from taki-ug any advantage of the very spm:ial oirM 
cUlDBtanees eNated by the national emergency. 
It is believed tbat throughout the representatives 

of the Government appreciated the poaition, viz., 
that while the general managers ooneemed felt it 
their duty to obta.iu fair terms for their shareholders, 
~hey did not wish to obtain .. ny advo.ntage for t~em 
that WflB unfair to' the State, a-nd there can be httle 
'doubt that tbe recognition of this by the Government 
'representatives greatly facilitated the negotiation 
of arrangemenw fair to both aides, whereas, had a 
different spirit pervaded the negotiations on eIther 
side, agreement might have proved almost un· 
attaineJble. 

But bargains with the Government formed only 
one side of the financial 'Work undertaken ,by the 
Railway ,Executive Committee, and in financial 
matters from the very outset and throughout the 
war :th~ general managers who formed the Railway 
Exe'cutive Committee aoted in a dual capacity _(1) 
against the Govecnmen;t'lin 'ba~gaining (lI.a~a~" 
,onty i'll r the 88DS8 ·of representmg the' OPPG81te Side 
to the bkrgain in the m""",er just described) "",d (2) 
for the Government, in advising on matters of 
accountancy and supervising the accoun'te of. the 
railway companies i'U the manner already de8Cllbed. 

In tbis latter capacity they acted, !nth. mai!,. 
as voluntary helpera of the Government, and tn 
issuing instructions to the companies with reference 
to their accounts they no doubt purported to act 
SA the representati ves and with the authority of the 
Government 80 far as Bny department of the 
Government had itself authority to islUe such 
instructions. 

To sum up, it may be said, broadly speaking, 
that-

(I.) In matters of op...-atio", the Railway 
Exem;ltive Committee represented the Govern
In.nt and doted a. agents of the Board of Trade. 

. vis t1 vu both the public and the railway com· 
panies. 

, (II.) In ma.tters of bargaining, i.e., the HuaoM 

cial arrangements between the Government on 
the one hand and the railway companies on the 
other they represented the railway companies 
(all ~r some) for the purpose of negotiating, 
though not of concluding, bargains. 

(IlL) In < otber matters of <fina_,i.~" the • 
carr.ylng out' Gf the financial arrangements 
arrived at 'between the Government and the 
railway companies, they acted as helpers ot th,e 
Government, without, it would seem, any ·OOh
gation' in the matter, beyond t~e obligntl0n 
which lies upon every volunteer, VIZ., to Ude all<, 
proper bare and make the best U8e of such expert:~ 
knowledge ... be poaeeeaeo.· < 
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(3) 

L...tJy (IV.) In ma.ter. relating .0 _" ana 
war bofW,B and conditions of service generaUi, 
where the 'Government did DOt. (as in the J,!rant 
of the 8 hours' day) deal with the matter directly, 
the Committee acted as the agents of the Gov~ 
ernment, with limited authority and g-enerall:y 
under definite instructions. 

INVBSTIGATION 01' CLAIMS: CoN8TlTUTlON, POWERS 
AND FuNCTIONS OF INVESTIGATORS, AOOOUNTANTS' 
SUB-CoMMlTTBB AND CoMPENSATION ACCOUNTS 
CoHMlTTRK VIS-A.-VIS GOVRRNlIBNT AND COM

PANIEs. 

These matters so far as they relate to constitution 
and function have already been fully dealt with. 

As regard" powers, for the reasons already indicated, 
it is impossible to say much. Beginning at the bottom, 
the investigators merely acted as the subordinates 
of the Al"CQUntRnts' Committee, from whom they took 
their instructions. They were in all cases members 
of the staff of the acconntants who formed the 
Accountants' Committee. Their duty was to report 
to that Committee and they had no II powers" at 
all beyond what the railway companies themeelves 
agreed in 1914· to give them, viz., the right to come 
and inspect their accounts and ask questions about 
them. 

Next, the Acconntants' Committee. They acted 
under the instructions and authority of the Railway 
Executive Committee, whOle technical advisers they 
were .. They, like the investigators, had no H powers," 
in the sense o-f being in a position to give. erders 
or lay down a..uthoritative interpretations of rights 
or obligatious. 

But indirECtly, no doubt, they exerciaed. consider-
. able power, on .account of their extensive Rnd detailed 

knowledge of aU matters connected with railway 
&Ccounts. They wE're in c]ose touch with the Govern
ment accountants, Rnd no doubt it W8.8 of great 
advantage both to- the Government and to the rail
way companies, especially in the early days.. that such 
a good understanding existed· between them and those 
gentl&men. 

The scrutiny of the compensation claims by the 
Accountants' Committee was a very rE'al scrutlny, and 
if the account.a.nts reported adversely upon the claim 
of any company, that company had an exceedingly 
uphill task in getting their decision (or rather ex
pression of opinion) reversed, though there were 
oeea&ion~ on which a company Eared better. at the 
hands-of ,the Governmen1l:aceountants or the Board 
of 'Brade I than it did W!i.th the \Accountants' Com
mittee. 

The Compensation Accounts Committee alao had no 
U powers,." It reported on the claims of companies 
where there had been a difference pf opinion· between 
a company and the Committee of Accountants, and 
on a. variety of· questions -specifically referred to it. 
Also, Bc1m.etimes it conducted negotiations; but the 
Committe&, as such, had no power beyond that of 
expressing its views. 

In a word, the "power" of the three bodies 
referred to, though in practice it may have been real, 
was indirect" and, speaking strictly, was non
exiatent. 

(4) GoVBRNMBNT AOOOUNTANTS : R"ELATIONS WITH 
RAD..WAY EUCUTIVB COHHITTEE; AOOOUNTANTS' 
SUB-COMMITTEE, &0. RAILWAY EXECUTIVB OOK
IIITTIfB'S VlEW AS '['0 AUTHORITY Olf GOVERNHENT 
AODOUNTANTS: AS TO AUTHORITY OF 4-000t1N1'ING 
INS'l'RUOTION8. 

It has already been explained that the accounting 
instructions had strictly no authority as aga.inst any 
company that refused to comply with them. 

How far any particular company may have been 
or may now be stopped from raising this contention 
is obviously not a matter upon' which an opinion 
can be expressed. 

But looking at .the question quite strictly, it 
would seem that an instructi'on must either have 
'Icc~rately e~pressed the effect of the Agreement, in 
which case It may be called unneoessary, or it did 
not do 80, in which case it Involved an alteration of • 
the Agre&m1mt which it was open to. any company 
to .... fu ... -00 _pt.. 

Pltobably the converse would not be true. If an 
instruction gave so~ething more than the agreement 
and was issued with the authority of the Govern
ment it would hardly be. open to the Government 
after.:vards to repudiate it; similarly, in the case of 
an instruction originally issued without authority but 
afterwards ~cquiesced in or tacitly accepted by the 
Government or its representatives. 

But in practice very few questions are believed to 
have arisen as to what are called the accounting 
instructions; it will be found that in substantially all 
cases these instructions were nothing more than fair 
interpretations or working regulatione--that is, they 
stated what was impliedly contained in the arrange
ment or was to be reasonably inferred as ex(!res.sing 
thE' intention of the pat:ties. 

As regards the Government accountants, the Rail
way Executive Committee and the Accountants' Com
mittee regarded them as the representatives of the 
Government. They I of course, had no' means of 
knowing the measure of their authority, but assumed 
that in mattera beyond their a.uthority the Govern
ment acoountants would refer to the· Government for 
instructions, and on a number of occasions this was 
in fact done. • 

With reference to the annual compensation claims 
of the companies, the Railway Executive Committee 
understood that these, when properly certified by the 
auditors and accountants of the respective companies, 
were in ordinary course to be referred to the Govern
ment accountants, as explained in Sir William Mar~ 
wood's letter of 1st .June, 1915. 

The practice, therefore, was for the Accountants' 
Committee, wh8l) a claim appeared to them to be in 
order, to forward it to the Government acoountant 
(that iB~ to Mr. Gurney Fowler and afterwards Sir 
A]bert Wyon, unless their firm acted as auditors for 
the Company, in which case the claim was sent to Sir 
William P]ender) and, so fa.r as the Railway Execu
tive Commi ttee were aware, if the claim was passed 
by him, it was 'treated by the Government Depart
ments as being in order 1 and in due course a cbeque 
was paid by the Treasury and the matter was closed. 
But no final settlement of any claim was .made by the 
Railway Executive Committee or Accountants' Com-

. mittee until it had been passed by one of the Govern
ment accountants. 

(5) DIVISION Oll' REVRNUB AOCOUNT ABOVE AND Bm.ow 
'THFI LINE: CtRUU.M81'ANOBS SURBOUNDING. 

Th~ matter has already been referred to (ante 
p. 4). The fact of intereet being included in Account 
No.8 was the determining factor in bringing about 
the decision to limit the Goverl'fDlent guarantee to 
the first seven items of the account. 

Rents and other items were more or lees imma. 
teria], their amount being small, and the chance of 
1086 -or gain to the companies negligible; but it was 
not unnatural that the Government ehould hesitate;. 
to guarantee the interest accounte of the companieA, 
and the inclusion of the item of ·interest would un
doubtedly have complioated the arrangements on 
a.ccount of the wa.y in which, as already expla.ined 
interest is dealt with in railway aooount~ (Ie; 
page 4). 

Moreover, there are many items of interest which 
we~e quite unaffec:ted ~Y Go,.ern~n~ co~trol, and 

. which there eeeme4 no· .grOtm~ for bringIng ·witljlin 
the agreement (e.g., the allowance of interest on 
superannuation funds, bank deppsite, etc.) being 
wholly unconnected w.i~ ,.traffic. 

(6) WAR BONUS CONTRliBUTIONS: CmCUKStiNCBB 

LBADIHG UP TO CoHHUTATlON IJrf 1-917. 
As already stated, the railway companies agreed 

to bear 25 per cent. of the first war bonus granted 
in February, 1916, to certain grades. 

When the bonus was increased to an all round 58. 
per week in October, 1915, the accountants drew 
attention to the impracticability of continuing to 
charge the railway net revenue with -25. per cent. of 
the original bonus, and it W86 proposed to the .Gov
ernment and agreed that the first· bonus should be 
treated AS equiyalent to 28. 6d., ·and ,t-hat the liability 
of the compRD1e6 should be arriveod at by assuming 
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it to be equal to 12t per cent. of the increased wnr 
bonus payment. 

In September, 1916, the bonus was increased to 
lOs. per week, and the proportion borne by the com
panies was correspondingly reduced, viz., to 6t per 
cent. . 

In April~ 1917, the bonus was increased to 168. per 
wpek with a further addition in case of Sunday duty. 
By that time the S(>pnrate calculation of the propor. 
tion of war bonus payable by the companies waH 
found to involve the companies in considerable 
trouble, and it wa9 thought that the best pla.n would 
be to commute the percentage for a lump sum. 

This was done as from IfJt January, 1917, on the 
basiB of the amount chargeable to the cofttrolled 
companies for the year 1916. 

The matter was treated 48 purely one of account~ 
nn<-y. the only object being simplification of calcula· 
t~on, and when the Circular Letter to the compania." 
was issued a copy waR sent to the Boara of Trade with 
a request that they would notify the Treasury of its 
contents. 

Since the date of the Armistice the whole conditions 
of service of railwaymen have been completely altered, 
and of course war hOnU!olIe8 in their old form have 
disa'ppeared, but the companies have continued to 
pay annually, out of their own funds, the commuted 
amount. . 

~(7) PROVISO DEDUCTION: . AS TO 1913 BBING A PEAK 
YBAB. 

The origin of the Ie proviso" and the circum. 
stances which led to its discontinuance as from ht 
.January, 1915, have alre.'ldy been explained. 

Undoubtedly 1913 was a "peak" year, but not 
to the extent that the Bonra of Trade returns would 
seern_ to indicate, where the figures given are: -" 

£ 
Page 21.-Net receipts, 1911 48,581,746 

,,1912 47,329,074 
Page 79.-Net income, 1913 52,130,879 
These figures, however, are not comparable, owing 

to the alteration in the form of accounts for the year 
1913, 

Compara-ble figures were prepa.red at Sir William 
Plender's reqnest, and were submitted by him to the. 
Rates Advisory Committee. They appear at page 48 
(12th October, 1920) of the Not.s ()f Evidence of the 
recent inquiry into rates revision, nnd a-re :IS 

under ;-
Net income available for interest and dividends-

£ 
1911 47,480,823 
1912 46,423,785 
1913 48,856,451 
Average ... 47,587.020 

The diffel'ence between these two sets of figures is 
mainly due to the fact that, in arriving at the latter, 
charges upon net income in l"Hpect of rent charg.es, 
rents of leased and worked lines, etc., have been de.
ductp.-d. :rhe amount of such charges is considerably 
greatel' in 1913, because in that year, a.s a conse.
quence of the new form of o.ccounte, an such Cl1arges 
were dealt with after the ascertainment of the figur€' 
of net income of £52,130,879, whereas in 1911 and 1912 
certain of the charges were dealt with beforp the 
ascertainment of the respective figures of net rece-ipts 
quoted in. the Bo~rd of Trade railway returns. 

It will be: seen that, taking comllarahle figures, 
·1913 is ()nly £1,375,628 higher than 1911, and 
£1,269.431 higher than the average- of three yea1'8, 
without making any allowance for additional capital 
expenditul'e. ~ 

·'fhe fact tha.t bo.th in 1911 and 1912 thero were dis~ 
turbing factors---in the one yf'ftr a railway strike, anrl 
in the other coal, etc., strikM, which in ooch case 
worked to the detriment of the railway rompanies, 
points to thoee yea.rs--or even an aVE'lrage of the three 
years (1911_13)_being unsuitable for the purposes of 
the a.greement, viewed in relation to aggregate net 
receipts. 

·But jf an agr~m9nt was to he arrived at on thp 
lines desired by the Govcrnmf>iut, it was neC'essa.ry to 
select a. _period tha.t was not only fref:'! from objpction 
as between the Government on thf" ono Ride and the 
,ailw .. y <»mpa.ui ... collectively on the other, but that 

was fair' as betwoon individual companies; failing 
~hat, it could hardly he expected that the te.rmll 
sngg'('stod would ho accoptod by all companies, aud 
unanimity was CSliontial to the scheme. 

The proportion of coal traffic on different compauiCflo 
"·D.ries very grootly; consequently diffof:'rent companif'~ 
were differently affected by the C'oal strike in 1912. 
The ('fi'oots of the strike were r(>fl~W in the min(lol'R1 
traffic receipts of the cliffert\nt companies, which 
showed an aggregate falling off for the June hl\lf~ 
YOOl', 83 compared with the corresponding period in 
1911, of about £1,400,000 j but the drop in receipts 
in the case of the larger c()mpo.nies varied from 5 or 
6 per cent. in the case of some of the southern linea 
to moreo thBJl 18 per cent. on the North Eastern; 
while still higher percentages-in some cases Ov~1' 
30 per ("ant._were di.'WIOfJed in the accounts of BOmn 
of th,~ smaller companies largely dependent on min~l'nl 
carrylngs. 
Th~re is a.nother consideration which would haveo 

made. it unfair to the raihvn.y companiC8 to bn.se the 
agreement on the years 1911-1912. After tho railway 
strike in August, 1911, the wages of many grades or 
railwaymen were substantially incroosec:i, but owing 
to thE'l delay in passing the Railwn.y amI Canal Traffic 
Act, 1913, the oompaniC'6 were not in a. position to 
recoup themselves for this additional I!IXpenditm'o 
tIll til July. 1913. The net receipts were thU8 unduly 
depressed during the intervening period. 

This last point affects a.1s0 the compari8OO1. betwMll 
.1913 and 1914. The accounts of the companies fo)" 
the first six months of those two yea.rs shoWPfl, fiR 

already pointed out (ante page 5) a falling off ill 
1914 of £732,501 j but in tha.t yPft.T mORt of the railway 
companies had made reserves in l'MPect. of the ineroosp. 
in thE'rir goods rates which tht')y had madeo uncier tIl(>, 
Ilrovisions of the '. Act of 1913, but which had 
been challcmged by the traders. These reservM 
prohably amounted in the aggregate to ~t least 
£300,000 01' £400,000, so that the real differMC~ 
between the two peri08s is only about one half 
of the amount shown by the accounts, and the 

, raiJway companiE"fl might fairly have claimed that 
in applying thf'l l)ro.vi80, unde.. which account 
was ta.ken of the fu-f't that thp rerAipt!'l"in 1914 WArp 
thought by thl'" GOVAl'nmpnt to point to a faHing off 
in traffic, the amount of the T('SN"VPe should bo adt1ptl 
to tllP net receipts of 1914. 

Altogp-thor it is submitted that tllPI'r is vel'Y little 
in tho suggestion, if such has b~('n madC' to the Com· 
mittee, that the s(llectioll of 1913 waS unfair ~o thp 
Government as having bepn a jj peak H year. 

It must be bONl6 in mind that the Government 
saw substantia1 advantage to the State in adopting 
this particular form of agreement, and the stipulation 
'on the part of the companies that the Government 
guarantee should be baAed on the year 1913 ~ooms 
in all the circumstanCN ro hava b~n a pel'f~tly fair 
one. 111 point of fact, M alrearly pointed out (ante 
p, 5), up to the date of the Armistice th" Agree
ment worked out distinctly favourably to the 
Government. 

(8) CIRCUMSTANCES IN WHICH CLAUSE 4 OF THB BLR 
BOOK WAS AMENDBD BY CIRC1H.AB 686 (INcar.AHBD 
FIRST COST). 

The circumstances in, which Clause 4 of the Blue 
Book was amended. by Circular Letter No. 686 have 
already been outlined in connectipn with the supple.
mentary clauses. 

It will hI:" remembered that one of the H Six 
Points" raised by the Railway Executh"e .Committee 
in connection with these clauses waR "(''harges for 
Rpnewal of Permanent Way and Rolling Stock." 

The regulations, as. they then stood, were thought 
to press hardly on what are known as <I non· 
programme" companies, that is, companies whose 
practice it is to charge to working expenSeA (it her 
the actual amount expended upon renewa.ls in (-nch 
yeal" or an indefinite sum according to circumst;\nces. 
Under the regulations, as interpreted, if such n r.om
pany spent more on' renewals in the control period 
than it spent on the corrE"sponding item in 1913, the 
excess was disaUowed, whereas, if it spent leM. ita 
charge against the GovernmE\nt was limited to ita 
actual expenditure. . 

The regulations also were not clear l\R to how far 
it was open to a company to include a charge for 
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l'e1l8wais in respect of additiolls to rolling .stock or' 
mileage of line. 

The Board of Trade and Treasury thought the 
l~latter was one to be dealt with by the Government 
Accountants as ODe of interpretation of regulations, 
and ieft it to be dealt with in that way. 

The a.mendment, therefore, took the form at an 
<I agreed interpretation of Article 4," meaning. 
Al,ticle 4 of the Blue Book. and was drafted so 88 to 
rEmove the hard:ftJ.ip referred to and to make clear I 
by a. more detailed enumeration, what were tho 
circumstances in which a compa.ny couicil claim to be 
allowed to charge a larger expenditure for rWlewahi 
than the amount included ill its 8£counts in the 
corresponding period of 1913. 

These were defined as the sums-
(1) necessary to make provision for the renewal of

(a) additional mileage of line, or 
(b) additional units or increased first cost 

of rolling stock in service i 
(2) m..tlibutable to im::reased rates of pay 01' prices 

of ml1terials pa.id in respect"' of renewals 
carried out during the period and chargeable 
against the Government. 

The words U increased first cost of rolling stock in 
.. ervice J) affec:ted companies which based theil' 
t'pnewal p"ogramrues on the . prime cost of their stock. 
. When the draft interpretation was sent to the 

Gm'ernment Accountanu.. fOl' their approval, thejr 
attention was specially drawn t-o tbi'l fact, Rnd the~ 
expressed their approval of the words in queS"tion, 
which are believed to have been in accordance with 
the nction previously taken by them in relation to 
the accounts that bad been submitted to them for 
the period AUgQst to December, 1914. 

The H agreed interpretation" was sent out with 
Chcular letter 686, dated 28th ~eptember, 1916. 

(9) OmOUMSTANCES IN WHIOH ABRBABS OF MAIN- ' 
TBNANCB INSTRUOTIONS WEBB AlDNDBD PROVIDING 

THAT THIUlE SHOULD BE NO SET-OFF BETWEEN 
ABSTRACTS. 

There does not seem to have been any such amend· 
lllent of the iustructions M is suggested in the Notes. 

From the first, that is to say, from the time when 
the instructions embodied in the Yellow Book came 
into operatioD, the arrears of maintenance in 
Abstracts A and B w~ dealt with 88 follows:-

(1) Ahr1tracts A Rnd B were treated as wholly &epa. 
rate and independent. 

(2) All items in Abstract A were treated together, 
e.g., an excess on signalling was set off 
against a deficit in bridgee: or permanent 
way. 

(3) In other words, to entitle a company to charge 
anything for arrears of maintenance under 
Abstract A, it bad to show that the aggre
gate expenditure chargeable to the Abstract 
(after due allowance for difference in cost) 
was less than it had been in 1913. 

. (4) The three parts of Abstract B (i.e., locomo
tives, carriages and wagons) were looked at 
together, so that an excess in locomotives 
was set off against a deficit in carriage. or 
wages an~ vic. 'Ilerlt!. 

Some companies thought this rather hard, and it 
is perhaps difficult to justify the arrangement 
logically, for there seems no logical l'enson why a 
company should not be allowed to make proper p~o
vision in its accounts for unexecuted wagon repalJ's 
simply beoouse it has exceeded i1:8 1913 expendi~ure 
(say) on repairs of locomotives. (As regards re
newals the position was altered by O.L. 686.) 

But the whole a.rrangement was of a give-aud~take 
character (e.g., there was DO particular logic in the 
payment of 115 per cent. of pre--war coat) and 
though in some cases it seemed rather unfair to the 
companies concerned to lump together the three 
parts of Abstract B, the Railway Executive Com
mittee thought that if a company were to withdrBIW 
men from carriages to wagons or vies 'Verrd without 
adequate reason, it would not have been an easy 
thing for the GOV<8l'urnent to detect or oheck. 

But from the first, that is to say) from ,the iti.sue 
of the Yellow Book, when it W88 decided to merge 
the three parts of Abstract B, no question seems to 
have been raised as to Abstracts A and B being kept 
separate. 

MoreovEfr, there is certainly nothing to indicate 
that when the question .of arre.al'8 was first broached) 
in 1914, it was in anyone's mind that excess expendi
ture in one direction was to be set off against tJ,rrears 
in another-for instance. that if a company had not 
been able to keep up itfi permanent way, its claim 
was to be disallowed if its repairs to locomotiveI!I had 
been in excess .of 1913, 

(10) CmcuHs'tANOBS, IN WIDOH AmARs OF MAIN
TENANOB FOlUlULA WAS -'.HBNDED 1N BROWN BOOK 
AS .A. Bl!iSULT 0. WHICH GOVlmNJUNT WAS oHAkGBlJ 
WITH THE ADDITIONAl. VOST OF EXOBSS RENBw.u.s. 

It is unde:-stood that the amendment of the formula 
refelTed to 1ll the Brown Book was due to the 
Accountants' Committee fJommg to the conclusion, 
aftel' practical experience of the forJ;llula in the 
Yellow Book, that the latter was incorrect. 'fhe 
question involved is purely ODe of Il.ccouhtancy and 
is of an involved and intl'icate character, as ev.i ... 
denced by the fact that the Accounta.nts' Committee 
themselves ('lily arrived at their conclusion after 
long considerotio:D., and that when they did so they 
reversed theil' previous decisiCtn. 

A somewhat similar point, with regard to the 
allowance to 1-0 made in respect of tho extra (i.e., 
war time) Co~i., of renewals !n excess, of the expendi~ 
ture chargea~le against the Govel'lJ ment. Brose in 
1919, with a similar result, and the Government 
Accountants, after very carefully considering the 
point in consultation with the Ministry of Transport, 
arrived at the· same conclusion ns the Accountants' 
Committee, which was contrary to the opinion they 
had ex-pressed on a previous occasion in connection 
with a claim by aile of the companies . 

(11) OmouHsTANCBS LBADING UI' TO P'ORHULAtlON oj' 
8lJPPfdlMENTAl1.Y CLAt)'SJrS (PINE. BOOK). 

This has aJr.ady been fully d •• lt with. 
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Submitted ·by Sir ALBnNDBB BlJTTIIBWOBTB • 

. (Vide Q .... 'i .... 4337 and 4672 in Hi"""', of E.idonc •. ) 

21st January, 1921. 24th January, 1921. 
Railway t.1f1'Teement~. Departmental Oommittee on Railway Agreement.s~ 

Dear Sir ALBXAN~EB BUTTBRWOBTB, 

r am desired by Lord Colwyn to refer to your reply 
to Question 4337' in the Minutes of Evidence taken 
on \Vednesday last, in which you said you would 
]'ather some other Member! of the Railway Executive 
Committee spoke on the particular subject under di8~ 
en8sioD, viz., the practice under which' interest on 
the sums paid by the Admiralty in respect of lost 
ships i'8 credited -' below-the.-line,-and to a numb"er 
of similar replies given by you at other times. 

Lord Colwyn would be glad if you wocl.d bring thOle 
points to the attention of your colleagues and inform 
him at the earliest possible moment whether they 
desire to ~nder evi'dence to the Oommittee on these· 
or any other points through another Member of the 
late Railway Executive Committee. 

Yours very truly, 
(Signed) E. TW""TYMAN, 

Secretary to the CDmmittee. 

Sir A. Kaye Butterworth. 

n_partm.Mltal Oommitt._ on 

~Deal' Mr. TWBNTnUN, 

With reference to your letter of .he 21st instant 
asking whether the General Managers desire to tendeI; 
evidence on yy points through anotber member of 
the late Railway Executi've Committee, I am Borry 
th.Bt 88 t~ere is no meeting of the Standing Com
mIttee .thlS week I shall not have an opportunity of 
consultmg my colleague8 before Wednesday. I think, 
however, their answer would be that they do not 
wish to tender evidence. 

Speaking for myself, and a88uming that the Com. 
mittee do not wiBh to examine me with reference to 
the arrangements between the Government and the 
companies about railway steamers (pp. 122.124 df the 
White Paper) about which I am not in a position to 
speek, a. I had practically nothing to do with the 
making of these arrangements, it does not occur to 
me that there is any need to caD another railway 
wi'tness to give information to the Committee, but 
I need hardly point out that it is dillioult to ""preas 
an opinion in the absence of. information as to the 
evidence given, to the· Committee by previous 
witnesses. 

Yours fai~hful1,y, 
(Signed) A, KA ... BVTTBBWOBTH. 

E. TWENTYlI.AN, Esq., 
Secretary, 

Departmental Committee OD Railway Agreements. 

APPENDIX XXVIII. 

( Vide Qu •• tion 4534 in Minut .. of Evide""".) 

Copi •• of the following letter were aubmittod to the Committee by Sit ALEXANDER BUT"rERWORTH with regard 
to QUe&tion No. 4534 on the .ubject of Arrears of Maintonan_Additionai Bolling Stock in Service. 

North Eastern Rai1way, It was, however, and sti1l is, impracticable to devise 
Newcaatle-upon.Tyne. n. scale which would give a graduated amount (on 

24th January, 1921. account) in respect of additional rolling .took 
acqllired in the various years of control. 

Arrear, 01 MaintefWl.fl.ce. 

Addition. to Bolling Stock in S ..... ic •• 

Dear Sir ALIIuNDJIl', 
I understand .from you that it haa been suggested 

that a.· the· increaaed fi ... t cost of rolling stook. i'n 
service ,to ,which the rates of, deprecia.tion for, renewal 
purpOS88 at pre-war rates aN applied is already 
swollen by reason of increased wages and prices of 
materials, the calculation of the renewal charges at 
programme percentages applied to such increased 
costs adequate~ meets th .. deferred liabitity of the 

. companies without the addition of 15 per cent. as 
provided by the formula upon the amount ·80 cal~ 
culated, or of any othet percentage which ,may be 
ultimately agreed &s the cost of carrying out the 
unexecuted work at the close of control. 

Regarding units of rolling atock whi'ch have been 
acquired at maximum prices (if maximum can be con· 
aidered to have been reached up to now), no doubt the 
percentage calculation applied to cost will provide 
the means for replacement in the future without the 
additional percentage supplied under the arrears of 
·maintenance arrangement, but the same· statement 
cannot be made regarding Bny units whi'ch have.been 
acquired during control at less than the " maximum" 
prices, and, except for this additional percentage, 
no means exist for providing the companies with any 
payment on account of the increase i'n cost which has 
taken place betw-ee-n the date of the acquisition- of 
new stock and the present time. 

You will remember that the advance in prices -.as 
Dot very marked in the earlier years of control, it 
"Was in fact almost negligible compaNd with later 
year •• 

In considering :this question it is perhaps well to 
remember that the 15 per cent. upon the il1creased 
first cost of stock in service is so small 8 proportion 
of the whole claim for 8rrears while the ultimate cost 
of executing the -work appears likely to be so much 
in excess of the BUms the companies have received on 
account of it, that there can be, no danger of the 
margin atill unpai'd being seriously encroached upon. 

The arrears of maintenano& 8I'Tangement, as a 
whole, was a broad one to enable companies to claim 
currently substantial payme.uts "on account," and, 
althouglt dealing with many pointe in detail, it could 
scarcely be regarded as entirely and fully covering 
all the points that a tinal -settlement would have to 
take account ~f, a notable point, among others, for 
which no provision was made being a le8sened pro.
duction per man hour. 

It may be that on a tina.! settlement, arrears in 
respect of increased stock in aervice should only be 
brought into account on the basis of the difference 
between the. costa at the date' of acquisition during 
control a.nd the costs ultimately- agreed under the 
arrangement, and, if this be admitted there scarcely 
seeml to be a case for any' present alteration in the 
formul.., regarding the addition of 16 per aent. to 
the increased cost of stock in service even if a more 
exact method than the present could be devised, lIuch, 
for instance, as a sliding acale providing for a reduc
tion itt the percentage addition according to the year 
in which new stock was acquired. But even auch an 
arrangement as this could not be universally applied; 
8S where the increased provision is all expended the 
existing formula is, in my view, aocurate. 

Yours faithfully, 
(Signed) A. E. WILLIAM •• 

Sir A. Kaye Butterworth. 
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Submitted by Silo ~BB BUTTBBWOBT ... 

(Vule Quulion 4715 in Minta •• of E1J.ithnc •. ) 

25th January, 1921. 

Departmental Conunittee on Rail1OG1I Agreements. 

Dear Sir, 
'fou will remember that at the last sitting of the 

Committee a question was put to me by a member of 
the Committee 88 to the effect of the 8~hou" day 
upon the railways from the point of view of the 
number of men employed, and financially. I ha!8 
made enquiry, and the best information I can, obta~n 
is that the additional number of men reqUlred m 

consequence of the 8-hours day was appr~ately 
76,000, and the cost in wages appro~lD1at"e.ly 
£13,000,000 per annum; the latter .~ur8 represents 
only the ordinary wages of the additional staff, and 
is exclusive of any addi'tional payments, Buch 88 over· 
time and Sunday duty. 

YOUR fai'thfully, 
(Signed) A. KAYE BUTTBBWORTH. 

E. TWBNTYMAN, Esq., 
. Secretary, 

Departmental Committee on Railway Agreem.nts. 

APPENDIX XXX. 

Submitted by Sir ALBLUfDD BUTTBBWOR'1'H. 

(Vid. Que.li., .. 4944-4947 it. Mi,,"~ of Evidence.) 

24th January, 1921. 
Dsparttnental Oommittee on Rail'way Agrell!!f1u:nb. 

Dear Mr. TWBN;'nuN, 
With reference to the request made by the CpairN 

man at the last. sitting of the Committee that I should 
ascertain whether it would be possible to obtai'n for 
the Committee any information as to the amount of 
the ultimate claims of the railway companies against 
the Government, I communicated 88 promi96d. with 
the Chai'rman of the Standing Committee of General 
Managers. and give you below copy of the reply I 
have received:-

" With regard to the point you asked me to 
consider with the General Managers as to giving 
the Committee 80me indication of the amount of 
any claims that tnay have to be submitted by the 
i'ndividual companies at the end of the period of 
control, I have been requested to say that on 
thinking the matter over we have come to the 
conclusion that it would be impossible for the 
companies to give any idea as to what the pas-
• ible clailDB may amount to. Any estimate, 8S 

you will realise, depends so much upon the trend 
of pribea at the end of the period of control, and 
so much upon whether the railway companies are 
handed back by the Government in a position to 
ea.rn an adequate net revenue_ Both these 
matters are in the lap of the gods, and we think 
it \fill be useless to try to arrive at any estimate, 
however vague. We do, however, ask that you 
refer to the statements that have appeared in 
the Pross to the effect that -the claims of the 
railway companies may amount to somewhere 
about £400,000,000, and to state that any such 
~tatements have been publi'shed without authority 
and certainly without any consliltation with the 
railway companies. In fact, so far as we know, 
none of the companies have taken any steps 
'towards formulating their individual claims." 

Yoms fai'thfully, 
(Signed) A. KAD: BUTTRBWOBTJI. 

E. TWENTnlAN, Esq., 
Secretary,. 

Departmental Committee on Railway Agreements . 


