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tvidum taken at the third meeting of the Public Accounts
Commi¥ee held on the 7th Augnst 1925 at 11 a.m.,

PRESENT :
8ir Basi. Brackerr, Chairman.
Mr. AuMAD ALl KHAN
Pt HArRKARAN NaTH Misea o
s Dr. K. G. LoHOKARE e
Sardar V. N, MutaLx L Members.

Mr. A. Rancaswamr IYENGAR
Maulvi SYED MurTAZA Saheb Bahadur I

Mr. M. WesB J
Mr. Jukee, Auditor General and Mr. Kaulz, Accountant General,
Central Revenues, were also present.
. Watohing progress of expe diture against graus.
‘ 1. Chairman —Perhaps the Auditor General will kindly make a statement
‘on the exact position at present of the question of having a set of rules to
Hassist in watching the progress of expenditure against grants.

Mr. J. E. C. Jukes—The actual position is this. The Auditor General
had submitted a set of rules to the Finance Department in this connection. Thé
Finance Department sent it round for opinions and sent it back tp the Auditor
General just after 1 took over charge. The position then was that very similar

“sets of rules had been in force for two years in two of the local Governments—
the Punjab and the United Provinces. We had just received from the Punjab
‘& report on the working of the rules. We had not yet received a report from the
United Provinces, though we had called for it : but I had a certain amount
of information on the working of the scheme in those provinces. In both
rases the rules as they stood had not been entirely successful. The Accountant
veneral, Punjab, has made & number of suggestion; for altering the rules,
_the majority of which I shall certainly accept. But before actually addre sing
-1'.e Government of India on the subject, I thought it would be as well to get the
" results of the United Provinces experiment so that we could consider both
_reports together and see what changes in the rules they necessitated. As
I imew that the Finance Department was anxious to get the file back in time
to repqrt to this Committee, I spoke to the Financial Secretary on the subject.
I pointed out that, even if we did not proceed immediately with this particular
experiment, we were meeting the wishes of the Committee by means of other
experiments. I refer to the experiments which I myself have introduced in
another capacity, which are largely aimed at the very object which the Com-
- mittee -desired to secure. One important object in separating audit from
-accounts is to ensure greater control over expenditure. We have met the
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and appropriation accounts once a year. In compliance with thess Statutory
rules the following procedure is adopted. Within 4 or 5 months of the expiry
of the year, the Audit Department prepares the Audit Re?;c. It is impos-
sible to prepare the Appropriation Report at the same %ime, because the
accounts of the year are not closed till about September or October and some
times even later. Therefore, the Audit Department makes an attempt t
prescnt to Government at as early a stage as possible what is called the Audit*
Teport which deals merely with such financial irregularities achave been ssttled
at that stage, that is to say on which Government has passed final orders.
Then later on, after the accqunts of the year are closed, say in Jauunary or
February, the Audit Department prepares the Appropriation Report. The
Audit Report and the Appropriati6h Report together make up the Audit
and Appropriation Reports which are referred to in the Auditor General’s rules.
One of the chief propogals is that the Audit Report should be broken up into
two different sections-\'one section dealing with matter in which the Executive
Government only is interested and the other section dealing with those matters
of importance in which you, as representatives of the Legislature, ase interested
and which it is your duty to look into. That portion of the Audit report and the
whole of the Appropriation Report as it is now called is to be amalgamated
into a single set of audit and appropriation accounts as referred to in the
Legislative Rules, and that is the document which is to be prepared hereafter.
That is one of the principal changes which is suggested.

Another important change that is suggested is that there are at the present
moment too many columns in the form of the appropriation account and
several of these do not serve your purpose in the least, and it is proposed to
reduce their number.

~ Another change which the Auditor General has suggested is this. This
Appropriation report deals with Central Civil expenditure other than the
expenditure on Posts and Telegraphs and Railways. A good deal of this
«xpenditure is incurred in the provinces, and in the account which is presented
to you at present, a separate account for each area is shown. First of all yon
are given a consolidated account showing the totals for each circle and then
you have a separate account showing the details in respect of each of these
nreas. This is felt to be unnecessary. You should feel more interested in a
consolidated account than in the account that is presented to you now. The
figures for the provinces do not in all cases represent the figures for which the
Local Governments are responsible. For instance, a pensioner, who is residing
in the Punjab, may be a pensioner of the Bengal Government or he may b
u pensioner of the Central Government, but his pension will be brought ¢
account in the area where the treasury is situated from which he receives hi

pension. This presentation of the account really deprives you of what you ar

more interested in, because what you are interested in are the purposes f(

which the grants have been given by the Assembly and the purposes for whic

the money spent has been utilised. That you cannat get at fully under tI

present arrangement.

The irregularities connected with these accounts are presented to you
the Audit report, which is sent to you in ‘advapce, The appropriati
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acoount is presented afterwards. As you have seen yourself, -the" irregula-
rities of a particular type are all shown there whether or not they occurred in
the year under 'eport and whether or not they occur in any one Department.
In England thmrocedure is different. There everything is presented as a.}.art
of the appropriation acc.unt concerned. Underneath the account there is the
explanation which gives also particulars of the irregularities discovered in the
course of audit of that account. There is an exception to that. At the begin-
ning of the volume of appropriation accounts you have a report by the Comp-
troller and Auditor General, which brings out the more important and more
serious points to which special attention might be devoted. When the Com-
mittee are examining say, the head of a parficular department they are pre-
sented with a clear view of the transactions of that department and also of the
method under which those transactions were administered by the department.
These are the more important points which this report deals with. There
. , area few minor poiﬁ also, a list of which
Appendix IV. you will find in thednemorandun.* whichk the
Finance Department tas prepared for you. In Englard, in respect
of the accounts of big works and big schemes and big objects of ex-
penditure certain details are presented as part of the appropriation
account. For instance, you havea big scheme of construction, which may cost
lakhs of rupees. Such a scheme canrot be completed in a single year. The
demand presented to the legislature shows the demand for a particular year.
The whole scheme may cost 10 lakhs, Lut in the year with which you are con-
-cerned, sanction i8 given only for 2 lakhs. What has been spent previously
on that scheme, how much has actually been spent and how much remains to
‘be spent, is mever presented to you. In England such a programme is
presented. In India the sanctioned estimate shows merely expenditure on
certain works. It does not show any details of those works. There are major
works of which details are sometimes given ; but there are other works of which
full details are not given. You cannot exercise that function of yours which
requires you to see that there is no deviation from the purposes of the scope
of the grant unless you really know what the money has been spent on. For
instance, you are told that so much money was spent on maintenance and
repairs, or that there was so much expenditure on original works, or so much
expenditure on conservation of ancient monuments. But you do not know
further details. You do not know whether the programme was really ‘ade-
quatcly regulated and all that sort of thing. This you can have only if
further details are presented to you as suggested by the Auditor General.
Then there is another class of expenditure of which you have very little
details both in the estimates and in the appropriation accounts. Ina commer-
cial department Government may have to undertake some sort of manu-
facturing operations. You do not know how these things are being worked.
You are merely told when the Demand is presented to the Assembly that so
much money is required. At the end of the year in the appropriation account
we may or we may not show to you how much we have spent. It depends
entirely upon the classification of accounts. The details ttat you would like
to know in the case of a commercial undertaking are the following. You
would like to know how much is spent on the capital account ; how much is
spent on the revenue account ; whether there is profit or loss or depreciation.



&

These:are the details which an ordinary business man requisex gt the end
the year to be prepared by the inside auditor or by the oﬁm‘ﬁttﬁe&iﬁf
out that robody can form any idea as ta the financial succets of the under.
taking. We euggest that you should, if you like, get somefuch details in
consultatiop with the Finance Department. ' '

Anothey impertant change that is suggested for your consideration is this;
In the appropriation report only those expenditure heads of account are
presented to you which are in the sanctioned accounts classification. There
is a standard classificntion of accounts. First of all the expenditure accounts
are divided into 8 number of ‘major heads. That is the first division of
expenditure. Then eact: major heud is divided into a number of minor heads.
But the number of these is limited. In some cases it happens that in an ap-
propriation & ‘count thers is only one single minor head. For instance, take
Archeeology. Archeclogy is a single minor head of a certain major head.
The account, that is preséyted to you shows only the total expenditure of that
department. You really do not know how much is spent on contingencies,
supplies and services, works, and so on. Itis pro that you should have
for the purposes of the appropriation account a classification which is spme-
what different from the minor head classification. But, as the Auditor
General has pointed out to you, there must be a certain degree of relation
between the Finance and Revenue accounts and the appropriation accounts.
Any classification which is made for the purposes of the appropriation ac-
tounts must necessarily coincide with the classification which is adopted for
the Finance and Revenue accounts, otherwise it is very difficult to present in
the Finance and Revenue accounts such an account as will give to the people
in Englard or to the people in India a clear and comparative jdea of the tran-
sactions of the scveral Govirnm pt . in Ind'a. Therefore the sub-heads of the
appropriation ‘accounts should be more or less on the same lines as the

genersl accounts clasification.
These are the main changes which the Auditor General has suggested.

8. Mr. Iyengar.—1 want you to tell me, Mr. Kaula, whether it would
not be useful in the present state of things for the Committee to have details
either in the statement or in some table which would show the progress of
expenditure as between province and province ¢
.. ¢ Mpy. Kaula—You bave the information presented to you in two different
places and in public documents. First of all in the demand which is presented
10 you in the Assembly you have the estimates of the next year and you
also have the actuals of the past year, both in full detail.

9. Chairman.—Surely the proposal is that if you make this change in the
appropriation account you must meke corresponding changes in the estimate,
It would therefore follow that you would no longer have the expenditure
divided by the provinces. )

Mr. Kaula.—The position is this. I should have said that whatever
changes will be made in the appropriation account will necessarily be carried
out in the estimates also. The proposal is that the Demand statement
ghould be divided into three sections on the lines of the English procedure.
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First of all ypt will Le merely told in twe or three lines-the total anount-thas
{s required for the grant and the purpose for which it is required,, The second:
section will be 8 sub-head showing the detals of the total demand. The third
section _’?’ill 'bg‘o'm_gt}xing like what you Lave at Ppresent. o,

Mr. Iyengar.~1t secrns to me that -the prosentation of these accounts,
Ly circles will also be neccssary. The. finances of the Central Government
and the expenditure of the Contral Government ate not so thoroughly separate
© {rom the Provincial Governments. o

Chatrman,—1 should say that a very large part of central expenditure
is at presont not under the control of the logal Governments and is entirely
*independent of them. It is only in exceptional cases that the local Govern-
ments are our agents for the expenditure. I should cay that at least nine-
tenths of the expenditure shown by Circles has nothing whatever to do with
the Provincial Governments. They have no contro} over it and the person
who has control over it is the Cential officer “‘wh! himself is intercsted in
these mattcrs.

Mr. Jukes—1In cases where either the Public A¢counts Committee or the
‘Asgembly want the details of any particular head. thete will be no difficulty
in getting them.

10. Myr. Iyengar—The next question I want to put is this. ¥You have
‘denlt with the rule as it at present stands and you now desire that the audit
and approrriation accounts should be préxented in ‘'one report ifistoad of two
reports as is the case now to the Public Accounts Committee. You have also
-said that there will be a separate audit report which you will make to the

executive Government. May I know why this audit report should be only to
the Executive Gavernment ? "

Mr. Kaula.—They are too small items for this Committde to deal with
but from the point of view of the Finance Department they may. be of con-
riderable importance.

11. Mr. Iyengar.—Take for instance the question of frauds and of dis-
cipkinary action ? ‘ ' '

Chairman.—Following the Fnglish practice, -cases of fraud will come
into the report. Part of the Audit Report that we were dealing with yestér-
day will be incorporated in the new combined #ppropriation report. The
rest will remain an important report for administrative purposes. '

h Powers of rc-appropriatioas.
Chairman.—When -the proposal regarding sub-heads. on the Rnglish
“model is introduced it will bring out very clearly any excesses over a sub-

head and show at once whether there has been in that case reappropriation from
- another sub-head.

12. Mr. Iyengar.—The Public Accounts Committee has got the power
to deal with reappropriation from one subject to another. It.cannot be assum-
ed that when the Executive Government appropriates money from one sub~
je?:t:: 2s.nofs‘her' that matter ught to go without the sanction of this Com-
T , A
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* Clairinir.—On the contrary such a case will be brought before thi
Committee and an explanation given.

Pandit Harkaran Nath Misra.—Will this report which is to'be submitted t
the Executive Governirent be available to the members of the Public Account
Committee in case they want to see it ?

_ Chairman.—If any point was raised which was relevant to this report
I think the Finance Department will probably be only too glad to put i
before the Public Accounts Committee. I do not think it will assist the mem
bers to have it as a matter of course. Qur danger is that if we have too mucl
material before us we cannot do our work quite as well as when we have smalle
amount of material put before us in a clear form. In the latter case we ge
our criticisms concentrated and we are likely to have more useful results.

Mpr. Lohokare.—Would the reappropriation cases be brought before the
Public Accounts Committee every time ?

Chasrman.—There is no proposal to change the power of the Committee.
The proposal is to enable it to exercise its power more effectively.

13. Sardar Mwialik.—I understand that Audit reports will not be present-
ed to this Committ:e ?

My. Jukeés.—This particular document which we are going to call th= audit
xeport will not be presented to the Committee, because it will contain certair
detaile with which it is considered that the Committee need not be bothered.

Mr. Kauli.—The report that will be.presented to the Committee will
‘contain every case of se.ious financial irregularity, fraud, defalcation, embezzie
‘inent, migmanagement and neglect to exercise proper financial control. Every
case of extravagant expenditure which might require investigation will be
smentioned theére. We will also give explanations of the excesses and the
-savings and in these explanations we will also mention the irregularities anc
the novel features. Eveiy deviation from the sanctioncd grant in respec
_of a sub-head will necessitate an explanation and the explanation will bring
out re-appropriation or other remedial action taken by the Government.

) Chairman.—Take for example that a sum of 3 lakhs is voted under:
“particular head and that the sum actually spent is 3-5 lakhs. An explanatio)
.88 to the excess will be given. You will have all the information as to hoy
far under that pacticular head the directions of the Assembly were followed
Similarly if the expenditure is 2-5 lakhs and estimate was 3 lakhs, you wil
have an explanation why there wae under-spending.

14. Mr. Iyengar—Do you think that in order to carry out the purpose
for which you are now re-arranging this appropriation report, it will be necet
‘Bary to reclassify the grantas into a larger number of grants

Chairman.—T do not think that the question of elaboration of the numbe
"of grants is directly germane at the moment. Undoubtedly elaboration
‘grants may be necessary, but this is an entirely separate question.

Mr. Kaula—May 1 express my view, Sir. A change in the number «
"grants is & thing which is not always desirable. - There is much to be sai
for and against it. 1 suppose you would always Lke to proceed cautioust
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.My suggertion would be that the new form of appropriation actounis will
.. enable you to judge for yourselves whether or not you should change the num-
" ber of grants apj

present them aft

if you have any ideas on the subject, perhaps you might
the form has been accepted. ’

* Evidence taken at the fifth meeting of the Public Accounts
Committee lield on the 10th August 1825 at 11 a.m.

PrEsenNT:

8ir BasiL Brackett, Chasrman.
Mr. AumaDp AL1 KHAN 3

Dr. K. G. LoHOXARE ,
Sirdar V. N. MuTALIX ¢
Mr. A. RaNncAswAMI IYENGAR \.  Members.

Maulvi Syep MurTaza Saheb Bahadur
Mr. M. Wensa
Mr. H. G. Cocke J

Mr. Juxes, Mr. Ryax and Mr. CoBURN were also present.

Keepr1.g posts in abeyar.ce.

. 15. Chasrman.—Mr. Ryan, have you any statement to make on the policy
of keeping appointments vacant instead of abolishing them on which the
Accountant General comments ¥ ' .

Mr. Ryan.—1 will read a short note on that subject in answer to the ques-
tions raised in this paragraph and also in the note by the Auditor General :—

‘“ On the definite question raised in this paragraph it is agreed that whe-

ther appointments kept vacant are abolished or not, provision
should not be made for them unless it has been decided by the
competent authority to restore or re-fill them. The competent
authority would normally be the authority which had ordered the
appeintment to be abolished or kept vacant ”.

Then the Auditor General raises the question whether the Budget should
pot in fact be prepared by the Director-General or the Financial Adviser and
not by the Accountant General, as for that—

““ It is agreed that the preparation of the budget should devolve primarily

\ M126FinD

on the Director-General. The work should of course be carried
out in collaboration with the Financial Adviser and in consulta-
tion with the Accountant-General, Posts and Telegraphs. With
this object in view a proposal for the formation of a separate
budget section in the Director General’s office is already under
consideration and it is anticipated that such a section will be in
existence early next month when the work on the preparation of



¢10

next year's Budget Estimates is started. The scattered nature

of the Director-General’s establishments and the fact that the

Acchurtant-General, Posts and Telegraphs has his headquarters in

Caleutta are serious obstacles to correct budgetéig but these will

be removed when the whole of the Director-General’s office and

the office of the Accountant-General, Posts and Telegraphs are
+  located in Delhi, which will be in winter after next. »

I think that really covers every point raised in connection with this par
graph.

16. Chairman.—This paragraph raises also the particular question of the
abolition of appointments ?

Myr. Ryan.—We have discussed that and we have agreed that provision
shou'd not be made inithe budget in future for any appointment, which is kept
in abeyance or abolisked. The objection has arisen because provision was
made in the Budget mechanically by the Accountant-General’s staff but that

won’t be done in future. The Dudget will be prepared by the people who
know what is intended. ‘

Supposing no provision has been made in the Budget for appointments in
abeyance and it is desired to revive such an appointment the primary question
of the possibility of finding money by reappropriation within the powers of the
Finance Department would be discussed ; it might very probably have to come
before the Standing Finance Committee for their corcurrence—it would de-
pend rather on the importance of the case.

Myr. Jukes.—The proposal is entirely satisfactory from my point of view.
I have not the slightest wish to insist on the abolition of an appointment if
no provisiof is made.

17. Mr. Rangaswami Iyengar.—There are specific rules, are there not,
requiring the Secretary of State’s sanction to the creation of appointments
beyond a certain limit, and that therefore in each case the creation of a new
appointment i8 entirely different from reviving it ?

My. Jukes.—The Secretary of State has also required that. in any case in
which his sanction is required to abolition, his sanction is also required to
keeping it in abeyance.

Chairman.—1I think the point is that if an appointment is held in abeyance,

it should not be revived without the approval of the representative of the
Finance Department.

Mr. Jukes.—1I take it he would probably have agreed to its being held in
abeyance in the first instance.

Mr. Ryan.—1 should certainly hold that it should come before the Finance
Department’s representative before being restored if he had been consulted

about it being kept in abeyance. If an appointment is held in abeyance,
ordinarily no fresh sanction is required for reviving it.

18. Chairman.—The point is, ought it to be revived otherwise than by
1he 8.anding Finance Committee ? Probably it ought net ?

4
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My, Iyengar.—Supposing it is proposed to revive this appoin;:ment by
reappropriation, even then it will be better for it to be before the Standing
Finance Committee.

Chairman.—I do not think we can go so far as to say that it must
always go to the Standing Finance Committee. As a matter of fact after the
introduction of the new form of appropriation accounts the sub-heads will
go a long way to help, because they will help to bring out the facts more
clearly.

19. Sardar Mutalik.—May Iknow whether it will be competent for this
Committee to make a general recommendxtion on these points in regard to
other Departments also ?

Chairman.-—What sort of recommendation do you want to make ?
Sardar Mutalik.—There should be no grant for em office in abeyance.

Chasrman.---1 think that is perfectly right. Provision should not be
made in an estimate for an office in abeyance.

My, Jukes.—There is a certain danger. If you are going to tie down the
administrative authorities too much as to restoring posts held in abeyance,
they would not hold the posts in abeyance.

Chairman.—Appointments can be held in abeyance as an experiment.
I think you must trust the Finance Department.

Sardar Mutalik.—1 suggest that the reserve of the Finance Department
may be increased if any post is held in abeyance.

Chairman.—1 do rot want to bring in the reserve of the Finance Depart-
ment here. The better safeguard would be that if a post held in abey-
ance is to be restored, the Department concerned should go to the Assembly for
a supplementary estimate.

Mr. Jukes.—I suggest a solution. The experiment for the present, in the
first year, at any rate, of trusting the representative of the Finance Depart-
ment in the Posts and Telegraph Department to see that things which should
be referred to the Standing Financs Committee are referred to them may be
tried and the report of the year will shew the results. Increase of expendi-
ture in regard to restoration of posts in abeyance will be brought clearly out
in the report. You will then be able to see perfectly clearly in what way the
representative of the Finance Department has exercised his trust. If this
Committee then wants to fetter him in any way, they will have all the facts
before them and be able to suggest a line which should be followed.

Sardar Mutalik.—We have in any cese to trust the Finance Depart-
ment, ‘

Mr. Jukes.—You must give the Finance Department a great deal of dis-
cretion. What comes before this Committee is very largely due to the use of
the discretion of the Finance Department.
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Ezhibition of Stores Balances at their correct valus.

20. Chairman.—Mr. Ryan, have you anything to say on &his point f

" A.—The difficulty arose here because there was not endugh provision in
the budget for writing down, to the full extent desirable, the value of certain
unserviceable stores. We have discussed this with the Director General.
The views of the Accountant General, Posts and Telegiaphs, are accepted.
It is only in cases in which the re-valuation of stocks would be likely to have a
very serious disturbing effect ¢n the finances of the Department that such re-
valuation should be postponcd or spread over a number of years. This excep-
tion can hardly occur in the case of telegraph stores, the total book value of
waich is little over Rs. 1 crore, We have really accepted in full the argument
of the Accountant-General here.

21. Chairman.—It%s a very serious irregularity. There is no sugges-
tion of disciplinary actiorhere. Have steps been taken to prevent a recurrence
of such things ?

A.—Yes. We have accepted the Accountant-General’s ”vi;ws in full.
22. Chairman.—Any remarks on this, Mr. Jukes ?

Mr. Jukes.—This particular irregularity is not peculiar to the Posts and
Telegrarhs Department. When we come to the Railways, I think we shall find
certain examples of the same kind. What it means is that the sdministrative
authorities have paid more attention really to keeping within the grant given
to them by the Assembly than to bringing their accounts into line with facts.
That is what has happened in some cases. Finding the money.at their disposal
was limited, tl'ley have not written down the value of the stores.

23. Chatrman.—This is a recognised thing on Railways.

Myr. Jukes.—I was going to say that there must be cases in which that
must happen. If you have got very serious depreciation which is going to
involve very heavy charges, naturally it is not all shewn in a single year. In
this particular case what happened was they wrote down the full value, then
they discovered that they had not got themoney. The Accountant-General’s
view, which I entirely endorse, ia that the propercourse is to write down the
vatue in full and then go to the Assembly, if necessary, for more grant.

Chairman.—It is a g'eneral question and the explanation of Mr. Ryan
is that the Accountant-General has made certain proposals which will make
the position satisfactory in future.

Mr. Jukes.—Yes.

24. Chairman.—Have you any remarks on paragraph 7? There is this
statement. * Further, Working Expenses do not at present comprise every
thing which is properly chargeable in a commercial account.”

Mr. Ryan.—That is right ; the position would be quits different in the
report for this year,
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25. Chairman.—Have you any remarks to make about paragraph 8 7

A.—1 have no statement to make except to emphasise the cautions in
paragraph 10 atypage 7 referring to the whole thing. You cannot really regard
this as a profit and loss account.

26. Chairman.—Q.—We come to paragraph 10. On that, hgve you a
statement, Mr. Ryan ? ‘

A.—No, 8ir. The paragraph speaks for itself. I only wanted to draw
special attention to it.

27. All these things are being put more info order by commercial account-
ing ?

A.—Yes.
28. Dr. Lohokare.—1Is there a list of post office builings ?
Mr. Jukes.—Yes, the block account. o

Mr. Ryan.—I1t is not complete yet. A great deal of attention is being
paid to it. The history of a lot of the buildings is very obscure, and in some
cuses we do not know who they really belong to.

29. Q.—-Do you expect to get it completed within a year or so ?

A4.-—Yes,
Mr. Coburn.—It has been promised this month.

30. Mr. Cocke.—Many of the defects mentioned will be rectified in the
following year, for instance 10 (a) ?

Mr. Ryan.—Yes.

31. Chairman.—Paragraph 12. Have you anything to say on this,
Mr. Ryan? ‘

A.—1T have got nothing to volunteer until we come to paragraph 17.

32. @.—The Accountant-General says: * While the working expenses
are more likely to increase unless there is some drastic modification of policy
there must be a very definite revival of trade before any considerable increasa
in the earnings from telegrams can be expected.” Does it mean that some
drastic modification of policy is called for ?

My, Jukes.—Paragraph 17 suggests a possible one.

Mr. Ryan.—1 think the recommendations of the Posts and Telegraphs
Committee, which reported about 4 or 5 months ago, will lead to some large
savings on the telegraph side of the Department. Unfortunately they cannot
all be made at once. I think we will be employing cheaper staff. These
recommendations are however hardly questions of policy but of management.

33. Chairman. Q.—The recommendation of the Ryan Committee will come
up a8 a general question § '

A.—They will come up before the Adviséry Committee of the Department
of Industries and Labour by whom they have not yet been examined.

i
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34, Q.—What sort of drastic modification of policy do you contemplate ?

_ 4.—1 do not think any important modification of policy is really possible,
Bir, There are various modifications possible in the actual ;staffing arrange-
ments and other minor things.

35, Chairman.—If you think a modification of policy is not really
possible, what other modifications are possible ?

Mr. Ryan.—In matter of the actual staffing arrangements for example,
we might do away with a number of separate telegraph offices and have more
combined post and telegraph effices and things of that kind. I do not think
there is any expectation of a modification of policy.

36. Dr. Lohokare—Is any reduction expected in the Indo-European
Telegraph Department ?

Mr. Ryan.—That ¥ quite a different question.

ts

Mr. Rangaswamy Iyengar.--1 would suggest, Sir, that this Committee
might endorse a modification of policy in so far as it leads to the question of
reducing the expenditure of the Telegraph Department by a reorganization of
the establishment.

¢ Chairman.—I do not think we are in & position to go very far. We might
say that we understand that a Committee has been inquiring into the working
expenses of the Post and Telegraph Department and we trust that the necessity
for every effort to secure important economies in working expenses will con-
tinue to be observed.

Myr. Iyengar.—1 would emphasize the Telegraph Department parti-
cularly.

Myr. Jukes.—1¢t is just possible that Mr. McKernan may be able to tell us
what Mr. Badenoch had i» mind. He might possibly know what are the
changes of policy which he had in mind. ‘

Mr. Ryan.—1 do not think he will or that the Accountant-General had in
mind any specific proposals affecting important matters of policy.

37. Chatrman.—How is the expenditure of the Telegraph Department
affected by the substitution of radio messages ?

Mr. Ryan.—1 cannot give an answer off-hand. I think there is a consi-
derable loss worked out in our actual figures.

Chavrman.—I1 think we might ask the Director-General to give us some
information about the working of the radio system.

Mr. Rangaswamy Iyengar.—Last year’s Public Accounts Committee
wanted the Department to examine the eflect of the postal rates.

Chairman.—We will examine the Director-General on that.
388. Chairman.—What are your views on Press telegraph rates, Mr. Ryan %

Mr. Ryan.—This matter has been discussed. It was also raised in the
Departmental Committee’s work. We thought it was worth drawing attention
to but we did not suggest that Gevernment should necessarily alter the rates.
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‘The question of enhancing the rates for press messages has been considered
in connection with the report of the Posts and Telegraphs Department Com-
mittee and it has been decided to make no change for the present. It was
ascerteined thaV the British Post Office concessions in the matter of press
telegrams are when compared with the public tariff, practically equivalent to
the Indian concegsions. An enhancement of rates would cause a great outcry
in India and there can be no question that it would result in a prompt falling
off in the volume of such traffic. Consequently the increased revenue alluded
to in the Report would certainly not materialise to anything like the extent
indicated. For instance head (1) on page 10 shows that we would have had
an improvement of 50 lakhs if we had charged the public rates. But telegrams
would not have been sent to anything like the same extent.

L T e R T
39. Chairman.—@Q.—Is it possible that Telephosks will be soon working
at a profit ? .

Mr. Ryan.—It is impossible at the present moment confidently to say
whether telephones were working at a profit, because the accounts we have of
the telephone business are somewhat unreliable. There were no separate
accounts until quite recently and they bave made out a sort of pro forma
account which I do not think anybody believes in that shows a small profit.

40. My. Iyengar—It was rather bold to bave said that *‘ the Telephone
Branch will soon be self-supporting.”

41. Chairman.—Your telephone branch accounts are still unsatisfactory,
Mr. Ryan ?

Mr. Ryan—They are unsatisfactory at present, Sir. . The whole question
of separating the expenditure between Telephones, Telegraphs and Posts is
now being threshed out. The telephone accounts hither to made up have not.
been published. 1t is a question of allocating the salaries and wages of parti-
cular people between the two. The capital figures regarding some of the
telephone systems have not been very accurately worked out. It is now being
done in connection with the block account. The receipts from telephones
are known at present.

42. Chairman.—-Are steps taken to see that the use of telephones in Gov-
ernment buildings is reasonably economical, for instance do you check calls
between Delhi and Simla ?

Mr. Ryan.—1I do not think that any check is possible with the existing
autcmatic system so far as local calls are concerned.

43. Mr. Iyengar.—Have you considered the adaptation of the measured
rate system for public offices ? It is being tried in Bengal and is being found
successful in Bengal and Madras ?

Mr. Ryan.—1 do not think much is known yet about its success or other-
wise. Possibly the Director-General could tell you more.

Syed Murtaza Sahib.—So far as Madras is concerned, the measured rate
aystem is I think working satiafacterily.
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M. Sardar Mutalit.—May 1 know what stéps are being taken to put
the Indo-European Telegraphs under the Government of India ?

My. Ryan.—This question has been under correspondepce between the
Government of India and the Secretary of State for some time. The present
position is that the Secretary of State has not so far shown any desire to let the
Government of India resume control. On the other hand the feeling of the
Government of India at present is I think rather in favour of possibly trans-
ferring control directly to India or failing that to the High Commissioner. I
went into the question of the finances of the Indo-European Department a
short time ago and an ad integim report was written. The principal facts
brought out are that we do not know enough here in India about the revenue
side of the account. We know quite & great deal nearly all thatis necessary,
about the capital side and commitments and arrangements for recovery of
certain expenditure on gecount of Persia-—we do not know enough about the
revenueside or its prospdcts. Mr. Badenoch has been given a full note on this
subject and he promised ‘that when he got to England he would go into the
whole matter with the Director-in-Chief and supplement our information.
When he has done so (we should get his report, probably within a month)
we should be able to put up a complete stateraent of the financial state and
prospects of this Department. As to the Persian part, I feel doubtful whether
anything will come of the proposal to dispose of the property to others.
Personally 1 do not see why the Director-in-Chief should not te at Karachi.
The real trouble is that this Department works in close collaboration with
Companies which have their headquarters in London, and that is why the
Director-in-Chief has been put in in England. I am disposed to think that a
competent liaison officer in London would meet the case. We cannot pursue
this question till we get Mr. Badenoch’s Report. The whole matter is in train,
Mr. Badenoch's Report is expected to be in soon, probably within & month.

45. Sardar Mutalik.—Is there any likelihood of the whole question being
settled soon ¢

A.—The Government of India will have to review the question in the light
of the full information, and will then have to formulate their views and address
the Secretary of State. I am not very optimistic of all that happening in & few
weeks. The matter is being pressed as far as possible and we know far more
about the system now than we did before.

Chairman.—We tiust the matter will be pressed to & speedy con-
¢lusion.
* * * * * * » * * *

46. Chairman —Paragraph 28. The question of splitting up the Indian
Posts and Telegraphs vote was discussed by the Public Accounts Com-
mittee last year, and in view of the process of commercialisation to which
the account of the Department was being subjected, it was decided to post-
pone the consideration of the question.

A.—T do not think it is possible to pursue this question until the accounts
have really been commercialised and the division of expenditure between
the different departmentsis more or less crystallised. -1f youhed & separate
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rote for Posts, Telagraphs and Telephones at present, I think it would involve
rightful confusion as so much of the expenditure of the Department is commcn
o two or all three branches.

47. Q.—40 Yer cent. of expenditure can be debited to one head and €0 to
another.

A.—You might make an arbitrary division, but the thing is being wor el
much more precisely.

Dr. Lohokare.—~The independent tclegraph cffices may have a separate
account and the combined telegraph offices a separate account.

Mr. Jukes.—There is the trouble of distri.buting ovethead charges.

Chairman.—I do not think it will golve the difficulty.
. . . * . * * * .

48. Chairman.—There is an excess of over 2 lakhs’ under Post Office Con-
tingencies, °
Mr. Ryarn.—1 will read a note on this.

“ This excess of Rs. 2 lakhs, to the extent of Rs. 1,05,000 is accounted
for a8 {ollows :—

* The Accountant General, Posts and Telegraphs, in cousultation with
the Auditor General introduced a change in the system of classi-
fving expenditure on liveries and uniforms during the courss of
the year with a view to debiting such charges against the post
offices concerned. The change was not reported at the time to the
Director General, Posts and Telegraphs and the necessity for a
re-appropsiation of grants so as to bring the Budget provision
into conformity with the new arrangements was thu$ oveilooked.”

So far as just half of this excess is concerred, it was thus really due to
waat of touch between the Acecountant General and the Director General.

" ¢ As regards the balance of the excess, it may be pointed out that the
Budget provision for contingencies in 1923-24 is approximately
20 per cent. less than that in 1922-23 and spending officers no doubt
experienced some difficulty in effecting the retrenchments that
this contraction of their grants necessitated. Nevertheless it
must be admitted that it is due to some extent to failure to exerciso
proper control over this class of expenditure. A copy of a circular
letter designed to ensure better control over expenditure, partie
cularly that of a fluctuating nature, is submitted.”

That letter is rather long. It is an important matter and it really applies
to a great deal of the subsequent comments in this rcport. F the Committee
likes, I will read it out. It deals with the whole question of control of expen-
diture in the Department.

49. Chasrman.—It would be useful to read it out.

A.—This is a letter drafted in consultation with the Director General
and issued by him on the 26th of May last to the heads of all Branches.
Mi12)faD
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(Witness read the letter, copy of which is printed as Appendix XVI.
Chairman.—1t would be useful to have it in our proceedings.

Mr. Jukes.—Is there any provision at all for the recguoiliation of the
accounts which are going to be sent by your officers with the accounts kept
by the Accountant General ?

Myr. Ryan.—Yes, this will reccive special attention. I¢ is rather expcri-
mental of course.

Mr. Jukes.—There is a difficulty which has arisen elsewhere and I was
wondering how you are going tp do it. "Are you sending the accounts to the
Accountant General ¢ ’

Mr. Ryan.—1 do not know whether the actunal extent to which the Ao-
countant General will furnish details to these officers has been fully threshed
out. It is a matter under discussion with the Accountant General.

My. Jukes.—Supposing your accounts, which come up from circle officers,
are not accurate and do not agree with the Acoountant Gencral’s beoks, i
there any means of detecting the discrepancy in time ? ’

My. Ryan.—It depends on the practical use to which statements are
put by the Financial Adviser. He will also have the consolidated figure from
the Accountant (enperal.

My. Jukes.—Supposing tle two figures differ, what are you going to do 2

Mr. Ryan.—1 cannot answer that at once.

Myr. Jukes.—It is rather an important question which requires att:n-
tion ? T

My. Ryan.—1t is, of course but we must settle it in the light of practical
experience. '

My. Jukes.—1f you have a man guiding his expenditure in the light of
sccounts, which are subsequently found to be incorrect, you de not get very
much further ?

Mr. Ryan.—This will in faet come up as soon as we get these statements.
They have not yet begun to come in.

50. Chatrman.—The general upshot is that considerable steps have
been taken with a viow to introduce much closer control over expendituze ?

A.—Yes. Throughout this report that must be our answer te a2 geod
many criticisms. There was not really effective contrel ever the progress of
expenditure in 1923-24.

61. Page 16. Sardar Mutalik.—There is one point with regard to page
16. There is always a tendency of asking for more money than they are able
to spend and here again the Telegraph Branch have shows a tendency to
overestimate their spending capucity.

Mr. Ryan.—We admit at once that the budgeting was bad—that is
really the true answer to this, A small portion of the savings mentioned im
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that paragraph I think was due to acrtain credits being received and also to
non-compliance with indents during the year. In the main it is admitted .
that the lapses grere due to defective estimating and inadequate information
regarding the plogress of expenditure. It is agreed that the estimating was
defective, and it is a matter which we hope to put right especially now that
the budgeting will be done in the Director General’s office. It 1s also true
that the estimating has not been as careful as it might have been even under

revenue.
52. Sarlar Mulalik.—The estimates were put in on a rough basis ?

Mr. Ryan.—It has been too rough in a great many cases. It has been
threshed out rather exhaustively with the Director General recently and we
have agreed with him that something more can be done. I think the question
comes up very prominently under the capital grant.

Chasrman.—We might leave it alone at present.

My. Jukes.—With rogard to the comment in ley forwarding letter, are
any steps being taken as suggested there

A.—Yes, this is being done. .

53. Chairman.—Have you any comments on the alleged tendency of the
Department to overestimate requirements.

Mr. Ryan.—The fact is that the prbgramme of capital expenditure was
only roughly worked out and has not I think in the past been scrutinised very
closely either on behalf of Finance Department or on behalf of the Department
of Industries and Labour as is desirable. The Hon'ble Member, Industries and
Labour has discussed this with the Director G. n: ral and Financial Adviser, and
it is agreed that we cannot reasonably expect actual detailed estimates to be
ready for everything at the time the budget is being prepared, but we have made
definite arrangements to ensure that the programme is a carefully considered one
and that reasonably approximate abstract estimates for everything of any
magnitude will be forthcoming. There is no question that the capital pro-
gramme for next year will be a fully considered one, which could not be said
of the past budgets.

~ b4. Chairman.—Does that imply that it is intended to include in the budget
only such-works as have actually been sanctioned ? '

My. Ryan—Certainly only such as have been specifically considered and
approved, at least on abstract estimates, properly worked out with reference
to the local rates and so on. It is recognized that we cannot yet approach
absolute perfection. The position will be substantially satisfactory next year.
You must of course always allow some provision for unforeseen works—for
instance, on the railway side the figures are much larger. There must be some
provision for unforeseen contingencies and some provision especially for lump
sum minor works. But the great bulk of the estimates should certainly in my
opinion, be based on detailed figures.

55. Chavrman.—The question is that your Budget estimates would be pre-
pared on detailed estimates of major works plus provision for unforescen works
plus provision for minor works {
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Mr. Ryan.—I thick there should be reasonable provision for unforeseen
works in a big Department like this. I may perhaps do an injustice to the
present Dirctr Gen. ral, but in my opinion provision has existed to an undue
extent for illconsidered works which on a fuller consideration might not have
been approved at all. We have discussed the question with him at some length ,

Myr. Jukes—Will that fit in with the new responsibility of the Finance
Department of taking it upon itself to refuse to. make provision in the Budget
for any scheme which has not been examined by the Finance Department ?
Would you go beyond the rules of the Finance Department ?

Mr. Ryan.—We have got to admit the necessity for a moderate provision
for unforeseen works.

56. Mr. Iyengar.—Is not the control of the finances of the whole depart-
ment too much for on¥ man ¢

Mr. Ryan.—1 do not see why it should be too much for one man, if it

is properly organised. After all one man is responsible for the finances of
India ultimately.

57. Chairman.—These reappropriations from one grant to an,thcr : surely
they are not even legal ?

Mr. Juk-s.—1 will explain the position. It was a misunderstanding of the
Acc.uatant Gin ral and to my mind a reasonable misunderstanding. Under
the Legislative Rules reappropriations from one grant to another are required
to be brought to the notice of the Assembly. There is no provision anywhere in
the statutory rules forbidding such reappropriations. The A. G. assumed that
the Finance Department had the power and, if the Finance Department liked to
exercise it, the Finance Department might do'so, but after he had accepted the
reappropriations he received a circular letter from the Finance Department
in which I understand it was specifically stated by the Finance Department
that they did not propose to exercise this power and they considered it as not
within their power. Finance Department say they do not want or propose to
sanction tuch reappropriation.

58. Mr. Iyengar.—We are st'll in some difiiculty. According to the rule
it is the duty of this Committee to bring to notice every reappropriation from
one grant to another. Did the Accountant Goncral think that it was the duty
of the Finance Department to do that ?

My, Jukes.—No. The Accounsant Gene:ral understood from that specific
duty being in the rules that someone had power to make such reappropriations ;
he supposed that it was the Finance Department which actually had the power.
As the rule is worded, it does suggest the poseibility. I may mention that I
was originally requested to draft a set of zules for procedure with rcgard to the
Budget, which the Legislative Department were going to split up, over the
geveral set, of relevant rules and I actually put ina rule forbidding such
re-appropriation. The Legislative Department said that there was no
place in which they c-gild properly insert tlut rule. Therefore they omitted
that provision and merely prescribed that such things should be brou’gh’t,
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before the Public Accounts Committes, They ssid that there was no piace in
which they could put in a rule forbidding such re- appropriations.

Mr. Ryan. 1t should be mentioned that the mistake which occurred in the
Finance Department was actually made by the Financial Adviser. If it had
Leen referred to the ordinary departmental officers, it would not have occurred
as they understood the position more clearly.

Chairman.—There was really no neccssity for any reappropriation
as there were envings within Grant No. 10 sufficient to cover these re-appro-
priations. .

L L L] L * L L)

59. Sar ‘ar Mutalik.—There are many cases where in spite of the fact that
the original grant was sufficient, svpplementary demand has been made
for exa nple, Page 24, ’

Chairman.—Have you any observation on thaf ¢

A.——That sort of thing appears throughout the report. The truth is that
under various heads towards the latter part of the ycarit was anticipated that
further funds would be required, and in the absence of proper information as to
whether the money could be re-appropriated from another head, they went up to
the Assembly for additional grants and got them. In some cases they got the
grant so late that they could not spend it.

60. Sardar Mulalik.—~The expenditure should kave been foreseen. Look at
page 26, I (b). The original grant was Rs. 4,33,330 and the actual expenditure
Rs. 4,15,547. That is you were likely to get on with the original grant and all
the same ycu asked for an additional grant of Rs. 25,780.

Mr, Jukes.—It is not an additional grant, but a re-appmp;iation

61. Chairman.—Let us take the Explanations on page 28. These ex-
planations refer to pages 26 and 27. Take the first head Control—I Direction.
Pay of officers—There isan excesshere of Rs. 8,000 and it is explained that
pruvisicn was not made in the Revised Grant for leave allowance. There was
an actual excess of Rs. 44,000 over the original vote by the Assembly. Mr.
Jukes, 1suppo'e when we come to the appropriation accounts in the new
form, the explanation should be not for an excess of Rs. 8,000, but for an excess
of Rs. 44,000. Has Mr. Ryan any explanation of the excoss ?

A.—1 have nothing with regard to (a) (on page 28), except what the
Accountant-General himself says, Sir.

62. Q.—Primd facie we want an explanation of the excess of Rs. 44,000
in a vote of Rs. 1,64,000. I see from the note bn.page 26 that a re-appropriation
of Rs. 28,000 was sanctioned in the very begmm.ng of the year.

A.—1 have not got the actual explanation for that. Would you like
me to submit it subsequently, Sir % ”

Chasrman.—Y es. » L » * »

63. Chairman.—Have you any explanation of the excess. under P, and
D. offices, Post office—Pay of permanent establishment on page 32.
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Myr. Ryan.—I belicve this was due among other things to vases of revi-
sion of pay, and it was not really known when the estimato wis prepared what
the claim ultimately would be. - There have been a great many revisions in the
last couple of years of pay and terms of service and it is not always possible
to know exactly what their outcome will be when making estimates ; the same
is the case in connection with compensatory allowance in various places.

64. Q.—With regard to head I (d) on page 34 was there any reduction
in the rate of travelling allowance, or was it duo (o the fact that the travelling
was curtailed.

A.—1 do not think there was any reduction in the rates; I think it was
due to the cutiing down of travelling in the Department.

65. Chairman.—What explanation can you give rezarding the point in
the Auditor Gencral’s forv arding letter.

Mr. Ryan.—You arenow speaking of head 5 (f) on page 33. The Auditor
General observed that the additional provision was apparently unnecessary.
That inference is not quite correct.

The additional provision was needed and could have been usefully spent.
The need for additional funds was recognised nearly six months before the end
of the financial year. Unfortunately however much time was lost in discuss-
ing the possibility of meeting it by reappropriation or alternatively of the need
for an additional grant.

In the result no definite decision was reached until the 6th February
when it was decided to deal with the question of a sup;lementary grant in con-
nection with the revised estimates and meanwhile to authorise work proceeding
in anticipatior of the additional provision. Qpders issued accordingly on the
8th February but it was already too late for the work to be done before the
.end of the official year.

Tt is realised now that in such cases if it is really necessary for the work to
be done in the current year, then the responsibility for authorising this to be
done in anticipation of the allotment of funds (when such responsibility is
undertaken at all) should be taken more quickly. At the same time we hope
that the recent introduction of better means of control over expenditure as
‘compared with allotment ; will make it easier in future to deal with questions of
rcappropriation and to know from what heads reappropriation may be possible.

My, Jukes—The thing is that it comes under another category-—late
provision of funds.

. Mr. Ryan—1If it were really necessary to give an additional grant, funds
could not have been provided except at the very end of the year by vote. I
think the only possible thing to do is to anticipate the provision of funds.

66. Sardar Mutalik.—Will you refer to the explanation under 4—reduction
of 20,000 ¢

My, Ryan.—There is a little more to be said. The Finance Department
when we were considering the revised budget estimates ordered & lump sum
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out of 9 lakhs and actually there was no time for real consultation” between
the Director General in Delhi and the Accountant Gneral in Calcutta and the.
Accountant General made a more or less arbitrary cut of 7 lakhs. This reduc-
tion of Rs. 20,004 was not really justified.

67. Chairman.—In pages 36 and 37, under the head stores there is an
actual overspending as compared with the original estimates of very nearly
3 lakhs ; the reappropriation was not suflicient to cover it. Have you any
explanation of that ?

Mr. Ryan.—The fact is in going through these things we have only really
taken up the comments made either by the Acapuntant Gen ral himself or the
Auditor General where they seemed to call for any further reply.

68. Chairman.—We want to emphasise this. What we are interested
in is the comparison of the actual expenditure with the amount voted by tbe
Assembly, whether original or supplementary.

4.—1 will make a note of it. There is 50 per cen®. increase in this. Ido
not know if the Commit(ee would like an explanation—a general explanation
for the departure from the original grant.

Chatrman—Ycs.

«  69. Dr. Lohokare.—Can we expect any note on the difference ﬁom the
grant ?

Chatvrman.—Yes.
70. Chairman.—There appears to be considerable excess under
Departmental Presses (stores) [page 38 111 (4)].

A.—The excess in question appears to have arisen from a mis- classification
of charges as between this head and (5) Contingencies. There ig a saving on
the two heads combined. The distribution of charges between these two heads
is being examined and necessary instructions will be issued to obviate confu-
sion in future.

71. Q.—The last two sentences of th~ paragraph re Printing Government
Presses in page 38 seem to require explanation.

A.—1 referred th's to the Controller of Stationery and Printing. He
exp's’ns that the omission to intimate credits due in respect of 1923-24 in time
for adjustment in that year’saccounts wasdue to an error. A sum of approxi-
mately Rs. 60,000 representing arrear charges of 1923-24 has been ad,usted in
the accounts of 1924-25. Steps have now been taken by the Controller of Print-
ing, Stationery and Stamps to stop the recurrence of such post debits.

Chairman.—We took up this™ question of stationery in the Public
Ac ounts Co nmittee iwo years ago _and 1 think we have good reason to hope
that the dutticulties will be overcome this year.

* * * " * * * * *

Chasrman.—Mr. Coburn will put in an explanation in regard to the
excess on page 39, Nos. 1 to 4.
72. Dr. Lohokare.—Puge 40. There is item under V, special train hire,
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C*airman—There is an explanation for that on page 41. This was
explained to the Standing Finance Committee, the justification bemg loss
of revenue,

3. Chatrman.—Page 41. VI. Expenditure in England.<-1 would like to
have an explanation on this item.,

A.—1 will read a note on this.

When the budget for 192°-24, was under preparation the question of the
payment to be made as India’s contribution towards the P. and O. subsidy
was under discussion and the latest advices from the India Office indicated that
nothing would be d':e trom India on that account in 1923-24. No provision
therefore was made in the budget. It was subsequently intimated in August
-1923 that India’s contribution would be £22,060 a year from the 1st April 1923
for the period of the current contract with the P. and O. Company. Rs. 3,20,000
wae accordingly provided in the Revised Estimatos.

74. Chairman.—Pagts 42 and 43. Here again there is overspending
compared with the original grant by nearly Rs. 5} lakhs. You have no expla-
nation, Mr. Ryan ?

4. No, Sir.

i 756. Q.—It occurred mainly under maintenance cf buildings and telegraph

nes. ’
A.—It is simply due to the over-optimism of the Fngineering Branch. I

huve not got the explanation. I cun getit. 1 will put up a note cn that.

76. Q.—The Auditor General invites atiention te Ncte Ne. (4) co page 43.

A.—1 will read a note on that :—

““ Of the total excess of Rs. 93,269, a_sum of Rs. 60,7C0 represents an
accounts adjustment made at the end of the year by the Account-
ant-General, Posts and Telegraphs, on account of rebate allowed
to railway companies in respect of free passes supplied by them
to telegraph line maintenance establishments. The fact that
such rebates are adjustable to this head was not known to the
Director-General’s office and therefore not provided for in the es-
timates pro: ared by them A portion (Rs. 8,000) of the balance
of the excess appears to be due to the erroneous classification of
allowance for probationers to this head, as explained on page 28.
The abnormal conditions as explained by the Accountant-Gene-
ral also contributed to the excess.”

I have not been able to ascertain quite why the Director General did not
know from previous experience that these rebates will be adjusted in this
way.

_ T7. Q.—We had better ask the Director-Goneral to give us information
on this point.

A.—1Tt will take time, as reference will have to be made to Calcutta, . We
will send in a written note.

78, Q.—Psge 43 Item (5). Excess has occurred under * Liveries and
Uniforms ”’ and “ Miscellaneous contingencies.” 1t is a question of control %
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A.—1 am afraid it is only absence of proper control.

79. Q.—Page 44. “The Auditor General has & note. IIL Under what /
,cﬁrp}xnxstances fyas the glebjt not raised ?

A.—T have got & long note from the Controller of Printing, Stationery and
Stamps, the gist of which is simply that there was a mistake in_his office. I
* shall'read it:— = R

“In the Government of India, Commerce Department letter. . . .it was
first ordered that the Post ©Office -is to be debited .with a
“share of the cost ‘of this office establishment, etc. The Account-
ant General, Central Revenues was enquired as to how this
debit was to be passed. His directions were that the expendi-
ture sLould be adjusted in India books And a statement of cost

should be furnished to him at the closg of the year.

“ An estimate of expenditure was submitted to the D. G. P. and T.
and a copy thereol was sent to the A, U, C. K. ag usual on 14th
November 1922. But the statement of actusl cost incurred
during the year was not actually sent, through oversight, till
7th January 1925 as this was the first statement of the kind and
D.G. P. and T. had never communicated any figures before this.

“On the Tth December 1924 the A. G. C. R. enquired if the figures
shown by the D G. P. and T'; as recoverable from that Department
in the Revised Estimate for 1923-24 s correct. In our wire
dated 17th December 1924 we confirmed the instructions of the
D. G. P. and T.; subsequéntly ‘an: explanatory letger was issued
on 7th Junuary 1925. :

* As the debit was raised for the first time the position, it is regretted,
was not clear at the end of 1923-24, and the detailed statement

was deleyed.” '

They simply failed to send the details which they should have sent.

Chairman.— The explanation is not very satisfactory.

80.. Surdar Mutalik. (Pages 46 and 47).—~ There appears to be only one
workshop—that in Caleutta for sending goods-to different parts.

. Mr, Ryan.-—The duplication of workshop establishments would probably
invelve considerable excess expenditure. There is a. workshop at Aligarh
also which makes locks post boxes, date stamps, etc., but the telegraph
workshop is in Alipore. Wbat they manufacture is sent all .over India, but
of coirse a great'deal of what is used in “the Department is not manufactured
in these workshops ; it is either bought locally or imported. .

81. Dr. Lohokare.—What is the comparative cost of stores mammfac-
tured here &nd stores phirchased Hocally 3 -7 -
N M120¥inD
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My. Ryan.—Qenerally speaking, they only manufactare what they can
manufacture economically ; of course a large part of their work is not manufac-
ture but repairs.

(Page 47).—1I should mention in that connection that thé D. G., who was
lately Chief Engineer, lays special stress on his inability to obtain certain
essential stores in time and on the shortage of the subordinate staff. No doubt
that did account for some inability to work-up to the capital programme, but the
principal point I think is that which we have already discussed about their bad

budgetting,
Chasrman.—We had better exanine the Director General on that.
The Committee then adjourned till Wednesday morning.

\

Evidence taken atrthe sixth meeting of the Public Accounts
Committee held on the 12th August 1925 at™11 a.m,

PRESENT.

81z BasiL BLackEeTT, Chairman.

Dr. K. G. LOHOKARE.

BirpAR V. N, MuTALIK

‘Mr. A. RANGASWAMI IYENGAR

MavuLvi SyEp MURTAZA SAHEB BAHADER
Mr. M. WEBB

‘Mz. H. G. Cocke

Mr. Jukes, Auditor General, Mr. McKernan (Accountant-General, Posts
and Telegraphs), Mr. Ryan and Mr. Coburn, were also present.

h

Members.

Mr. G.P. Roy, Director General of Posts and Telegraphs, was called in
and examined.

82. Chasrman.—In paragraph 12, page 8, of the Appropriation Report
attontion is drawn to the loss on Telegraphs due to the Radio systems which,
it is said, though a neceesary part of any modern Posts and Telegraphs Depart-
-ment, are working at a loss. The Committee desires to ask you in regard to the
working of the Radio system, first of all, what the explanation is of the fact
that they are working at a loss.

My. G. P. Roy—May I read my note on the point, Sir ? The Wireless
stations of this Department come under two olassifications aooordmg to the
services they perform, namely,

(@) coast stations for communicating’ with ships at sea. These are
maintained and worked aocording to the rules of the Interna-
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tional Radio Telegraph Convention and the International Cofi
vention for the safety of life at sea.

(b) inland stations which form an adjunct to the inland telegraph system
_ of the country.

‘With regard to the coast stations which the Government of India are obli
+ ged to maintain to meet their obligations under the above-mentioned Interna-
- tional Conventions it would not be possible entirely to segregate the amount of
their earnings from the general telegraph revenues. The revenue acoruing
to the Department from coast stations comgs under two heads :—(a) coast
station charges, (b) land line charges. The whole of (@) is assigned to them
and they are also-entitled to a share of (b). To determine with any acouracy
the correct proportion of (b) that should be credited to them would necessitate
the maintenance of a very elaborate system of allocagion which is at present
impracticable. A rough examination of the statistics for 1923-24 indicates that
these stations worked at a loss of approximately ® lakhs during that year,
With the installation of more uptodate plant now under contemplation it is
anticipated that they will eventually pay their way. In considering this
question, however, due regard must be given to the immense public services
rendered by these stations in broad-casting for the use of mariners of weather
reports and information regarding dangers to navigation the receipts frcm
which do not by any means cover the expensesincurred in carrying them out.
Work in oonnection with the safety of life at sea such ashandling distress calls_
and listening for them is carried out free of charge. The same applies to time
signals and the League of Nation epidemiological messages. It will, therefore,
be seen that the coast stations perform services in addition to carrying traffio
which although unremiinerative as far as cash earnings go are of such a nature
that their value cannot be estimated in money. In faot, these services are
of much greater importance than that of carrying traffic. The inland wireless
stations which form an adjunct to the land line system may be classified under
two heads, namely,

(a) those stations which form the only means of communication between
the places at which they are situated, such as the Port Blair-
Rangoon service ;

(b) those which serve as a means of assisting the land lines in normal
* times and as an insurance against the risk of complete break-
down of the internal communications of the country should the

land line be interrupted.

These stations, irrespective of the services they perform, can only be
10 arded as a component, part of the telegraph system and in practice it is quite
impossible to segregate their earnings from the general telegraph revenues.
T e total cost of running the inland stations during 1923-24 was Rs. 83,700.
Our telegraph system must keep pace with the times and this can only be
sch'eved by development. Development of wireless is & natural corollary to
dovelopment of communication of all kinds, and as we are given to under
staind that trade depends upon facilities for communication it is not to
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-muoch to axpeot that whatever system of commnunication helps ta develop trade
will eventually reap its own reward in actual cash earnings. In any case the
service whioh it has done and will continue to do in this respect cannot- be given
an accurate cash valuation.

83. Sardar V. N. Mulalik—Do you charge for broadossting weather
reports 1

A_.-No.

84. Q.—Do you do it free ?

A.—Yes. '

85. Q.—What is the system in other countries 7 Is it done free 1
A—No. Other conntries charge a small fee.

86. Q. —Why do you not chargo a fee 1

A.—We have not suﬁictent]y developed our eoast stations yet.

87. Q.—But I suppose that whatever coast stations you have you can
charge for the services that you render? N

. A.~Yes, we can.. The matter is .under oo;mdantnon. We have not
been able to come to any definite copclusion as our wireless installation all ever
the .country is now out of date. We have to recondition the entire wireless
system of this country.

88. Q.—What will be the new expendxture whxch you will have to incur 1
A.—The cxpendxture will be something sbout Res. 1} lakhs.

89. Q.—For new installation on modern lines ¢

A.—To modernise the existing installaticn.

90. Q.—And do you expect then, after installing all this new machinery,
that it will pay its own way ?

A.—Tt will pay in conjunction with the entire telegraph administration

of the country. 1f we did not have these, well, our telegraph system would not
be perfect.

91. @.—You still expect that it mll be a loss takmg ‘the item mdwxdually ?
4.— Indlwdually it may be a loss.

92. Q.—But you think that this Jogs may be debited to the Department or
that the Department should suffer this loss ?

A.—Yes.

93. Q.—So far as thc mlan4 sysbem ® cunsermgd yon magmam 1t for two
pm-poaes You have got s swstem of land lines. You say that if the other
compunication fails this will work ?

A A. —Yes,
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94. Q.—Do you thifik that the othiéf cormmmunication will ever fail 1
A.—Well, sometimes it does. In every countty they have an ahternative
system in cases ofyemergency.
95, Q.—What is the extra cost that you have to bear
A.~1 could not give you the exaot figure.

98. Chairman.—The total is Rs. 83,700 for 1923-24.
Witness.—That was the entire cost of runnimg the inland wireless stations.

97. Sardar V. N. Mutalik.—Will this amount disappear in due course ?
A.—You mean Rs. 83,700 ¢ No, probably it will increase.

98. Mr. H. G. Cocke.—I take it that you requu'e 8. 1} lakhs at present
for moderniging the existing installation ¢

A ~—Yes.

99. Q.—Is that being done ?
A.—Ttis still under consideration. We propose to goup before the Stan-
ding Finance Committee.

100. Q.—Although you are not quite up to date you are performing a very
valuable service to shipping ?

- A.—Yes. Our coast stations are in fairly good order, more or less moder-
nised, but our inland stations are not.

101. Q.—Just as the shipping pays for using the lights of t:he coast 8o
shipping will pay for using the reports that you circulate daily ?

A.—You mean the weather report ¢
102, 'Q.—Yes.
A —And eyclonic radio ?
103. Q.—Have the shipping been-approachred ?
A.—The matter is still under considetation.
104. Dr. Lohokare. Q.—Is there any commercial traffic on‘the inland
radio statiovs ?
"4 .-<No.
106. Q.—1Is the cost of Tmatnterante 'of the nlind ‘ol stations and’ the
coastal radio stations mentioned separately ?
“A.—No. Itisin one'place uirder radio.
106.0.—What ase the vidin iitand stations 1
A.—AQlaiabad, Dilhi, Pestiaiwar, Lakiore,

M
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107.-Q.~~What is the main purpose that they serve ? -

_«d.~To exchange traffic in cases of any urgency.
108. Q.—It is only an emergency measure a
A.—Yes,
109, Q.—How many occasions were there for such emergeénty traffic ?

A.—I could not give that information.
110. Q.—The inland stations are working at a loss ?

A.—As T have éxplained the radio system is now a part and parcel of the
entire telegraph organ{sation of the country and I hardly think that we can
segregate the earnings bf each separate branch.

111. Mr, Webb.—Q*—You say that there was a loss of Rs. 2 lakhs on the
coastal stations ?

A.—Yes.

112. @.—In calculating that did you take into account the share of the
profit on the land lines connected with the coastal stations ?

A.—No.

113. Q.—8o that the loss really, if you took into account the profit, would
not be so large ¢

A—No. If you credit the radio with a certain sportion of your telegraph
revenue the {0ss would not be so large.

114. Q.—That has not been done.
A.—No. That would require an elaborate system of allocation,

May I correct myself about re-conditioning the inland radio system. I
said Rs. 1§ lakhs. Rs. 14 lakhs is probably the amount that we are likely to
spend in this year and next year but it will take us some Rs. 7 or 8 lakhs to
put them in first clags order accordiag to the modern system.

- 115. Chasrman.—That matter will come up before the Standing Finance
Committee ?
A.—That will come gradually before the Standing Finance Committee. :

116. Satytd Murtaza Sahib.—@Q. 1f it has not been a success in the case of
the inland stations will you do away with that system %

A.—It cannot be done.

117. Mr. A. Rangasawmy Iyengar—Bo far as this loss on the radio system
is concerned you tell us that Ra. 83,000 is the loss on the inland system ?

A.—The total cost during 1923-24 was Rs. 83,700,—expenditure,
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118. Q.—Should it not be rather from the point of view of accounting that
this cost should be debited to the ordinary telegraph account and should not
be treated as a separate item of income and expenditure because this is only a
system which is gnaintained for the purpose of guaranteeing the other system %

A.—Personally I think that the income and expenditure should be mergéd
into the entire telegraph administration of the couatry. '

Chairman.—They are in fact so merged. This is only one item’ in the
telegraph expenditure.

119. Mr. Rangasawmy Iyengar.—Q.—The question whether the radio
system operates as a loss or as a profit can only be considered along with the
benefit derived by the telegraph system from the radio system %

A.—Yes. You have to give credit for the work they do. That means that
& most elaborate system of accounts have to be nfaintained.

120. Q.—I am simply pointing out whether ther® is any purpose served by
exhibiting it as a separate item.

A.—T do not think it will serve any useful purpose.

" Chatrman.—It is not exhibited as a separate thing. We are now only
considering one item.

121. Chatrman.—@Q. Has the question ever been raised of having a credit
to the telegraph accounts for the work done for other departments ?

A.—The whole question is under consideration. N othing has been done
in that direction.

122. Q.—Has the question been considered of charging fees for the services
rendered to the mereantile marine ?

A.—Weather or cyclone reports ?

1?3'. Q—Should not that be charged to the Meteorological Depart-
ment ; '

A—1 do not know.

124. Q.—I only suggest it to you. Your answer is that some of these
questions are under consideration and we need not pursue them further
now. The next questionis on the same page, paragraphs 13 to 16 of the
report. Itis the general question on which you circulated a memorandum®—
the effect of trade and postal rates on revenue. Last year’s Public Accounts
Committee raised the question of how far the increase of rates and how the poor-
ness of trade was responsible for certain reductions or absences of increase in the
postal traffic and an interesting memorandum has been cicculated.

A4.—1 hardly think that I can add anything to what has been said in this
memorandum. ' )

*Appendix VI,
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125. Dr. Lohokate,—The DNepariment shows sowme snxplus this time.
Canpot that-surplus.be ptilised ip reducing the cost of post cards.?

Chavrman.—1t is a.question of policy . whish we had better not embark
upon here, unless ﬁ;. Roy has anything to voIm\xtger. '

Witness.—1 have .pothing.to volunteer.

-128. Chairman.—Paragraph 20 of the report. The Committee jlesxred to
discuss with you the general question of telephone receipts and expenditure

+and perticularly: the passibility of introducing the measured system in ; Govern-
-ment-affices which it was understood had proved a success in. Madras.

A.—May I read out a short note ? There are three recognised methods

sfor charging for telephpne services. One is the Hlat rate. This is the system
now in use by the Department. "With a view, however, to encouraging the

.telephone habit and t¢ get subscribers to new exchanges a sliding scale has
been adopted. This is the Government system. For a system not exceed-

ing 50 subscribers annual subscription Rs. 150, for a system not exceeding

100 subscribers Rs. 175 annual subseription, -for a system noi exceeding

200, Rs. 200. For a system not exceeding 500, Rs. 225 annually and for

a system over H00 we charge Rs. 250. Then there is the measured rate.

This is on the basis of a fixed annual charge which includes a limited

-pumber of local calls, all calls in excess of this number being charged for at
a fixed rate. This system has recently been adopted by the Madras Tele-

phone Company but it is too early as yet to judge the financial result of the

change from the flat rate. The third method is the message rate which is

a system of a fixed annual charge as rent for the lines and apparatus and every

call is charged for. This system was introduced on the 1st September 1924 by

the Bengal Telephone Corporation. There has not been sufficient time to allow

of any comparison from the statistics of the Bengal and the Madras Telephone

Companies as to whether the message or the measured rate is advantageous

as applied to the conditions of a large Indian city. The Bombay, Telaphone

Company which is automatic and has about 7,000 subscribers has so far charged

on the flat rate but has now applied to government to be allowed to introduce the

message rate system. This proposal is under consideration. .The government

system in India comprises 90 exchanges with an average of 130 subscribers,

30 exchanges have less than 50 subscribers, 21 exchanges have less than

100 subscribers, 21 exchanges have less than 250 subscribers, 7 exchanges

have less ‘than 500 subscribers, 11 exchanges comprising four groups,

that is Calcutta, Delhi, Simla and Lahore, have over 500 subscribers.

-From this it will be seen that there are only four government telephone
systems with over 500 connections. These are liable to seasonal variations

rising to-about or a little over thousand subscribers in the season and falling

in the off season. To introduce a message or measured rate would involve con-

-siderable expenditure in installing recording apparatus and s large increase
in billing staff. In the present condit’on of telephone development it is con-

sidered that the retention of the present flat rate is the most economical and beet

_conducive to obtaining additional .subsaribers.
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.. 127. Chairman.—There is a particular point not dealt with in your reply,
. Roy, in regard to the control of telephone calls. Have you any suggestions ¥

A.—That is not in the question, Sir.

128. Chairm&n.—That was a question we meant to raise. I do not know
whether you could make a statement as to the system you adopt to pravent the
abuse of official telephones for private purposes ?

A.—We leave it entirely to the subscribers but as regards trunk calls, every-
thing is billed to the subscriber who rings up the trunk.

129. Q.—The trunk call is always billed ¢ ,

A.—Yes. Having a flat rate for internal exchanges we only make ‘one bill
for the annual subscription but if an officer wants a trunk call it is billed to
him and it is up 60 him to say whether it is official or private.

130. Chasrman.—As regards ordinary messages within the exchange, you
have a flat rate throughout. You have no check of th® extent to which a parti~
cular telephone is being used ?

A.—No. The calling rate is not very high.

131. Mr. R. Iyengar.—Could you think of introducing & measured rate
o far as Government is concerned ?

A.—It will mean that we will have to instal recording apparatus which
means capital expenditure and billing staff. As a matter of fact the telephone
experts of the world will tell you, Sir, that for a small exchange of even five
thousand subscribers it is not necessary to have either the message rate or the
measured rate.

132. Sardar V. N. Mutalik.—With regard to trunk line measages, do yt;u
think that the present system is working well and there is sufficient check ?

A.—As regards the trunk calls we have a very careful check. Everythiﬂg
has got to go not only through the department but also throngh the audit.

133. Q.—Is there any check on any public official using the telephone for
private purposes ?

4.—Some time ago I rang up Bombay and I was given a bill at the end of
the month and then I had to explain that it was on an official business that 1 had
to ring up.

134. Sardar V. N. Mutalik.—So there is a check ?

A.—Oh, yes.

Chairman.—Before we go to the next question Mr. Iyengar wishes to asik
8 question or two about press telegrams, paragraph 17 on page 9.

135. Mr. R. Iyengar—You will find, Mr. Roy, that a suggestion is made
by’_l.xe.Accountant General that the Posts and Telegraphs Deparsment virtually
sfibsidises the press to & considerable extent. Do you agree with this view ?

4:—Not quite because I personally consider that the press business that

concerns the telegraph system is not yet sufficiently developed to ju stify sny
\IISOF'm )
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enhancement of rate. The press business as far as we are concerned is still in its
infancy.,

136. Mr. Iyengar—The press in this country as compared with the
press in western countries is still in its infancy ?

A.—T mean the press business. 1 make no remarks about the press
itself. I confine myself to the press business that we have got to do.

137. Mr. Tyengar.-—Is it a fact, as Mt. Ryan told us the other day,
that in England the proportion which the ordinary rates bear to press retes
. 18 more or less the same. Is that so ?

. A.—The question of enhancing the rates for press meossages has been
cdnsidered in connectiqn with the report of the Post and Telegraph Depart-
mé&nt Committee, 1924-256 and it has been decided to make no change for the
;mebent. It was ascertwned that the Britaish Post Office concessions in the
ma}tter of press telegrams are, when compared with the public tarifl, practi-
cafly equivalent to the Tndiun concessions. The enhancement of the rates
woultl cause a great outery in India and there can 'be no question that it
would ?qemh; in a prompt felling off m the volume of such traflic. Cense-
quently\the increased revenue alluded to im the report would certainly not
materia‘ﬂise to anything like the extent indicated.

138. Q.—That wonld mean that the Indian Goverament is not ex.
tendifg any extra patremage to the Indian Press. Tt is only deing exactly
whato other ‘Governments are doing. Is 1t & fact that press rates in services
lie Reuters or Eastern Telegraph Company are charged in the same way
at concession ratos 88 against ordinary rates ?

A.—They are at concession rates.

139. Q.—Therefore it is & question of general principle that press messages
should be given a rate which is diflerent from the rate given to ordimary
messages

A.—Yes.

140. Q.—Therefore no «uestion of subsidy can properly arise on that
matter

A.—(No answer was given).

141. Chairman.—-On page 47 there is an explanation which runs as
follows : “ The experience of past yewrs suggests the cenclusion that the
capital requirements of the year are not acourately estimated by the adminis-
trative awthorities who suoceed in gotting more money for capital expenditure
than they can spend. Assuming that there is a elear cut programme o ca-
pital expenditure either a more strenuous cffort is necessary to work up to
such a programme before the year closes or a nicer appreciation of what the
department actually can do. Only thas will & closer correspondence between
provision and sctuals be possible. This tendency has been remarked upon
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in connection also with Maintenance works but it is more pronounced in the
case of eapital programmes ',

Have you any statement to make on that ?

A.—The ex.oes,s_ is stated to be due in some measure to the following
causes :-— :

(1) Inability to obtain essential stores in time,
(2) shortage of subordinate staff,

(3) cbanges of plans an the part of rajlway and military authorities,
necessitating abandonment or modifications of schemes. The
Financial Adviser, Posts and Tele{gr& hs, however, is not satis-
fied with the existing procedure for budgetting for new works
and the question of intraducing a systemgto seeure mare aocurate
budgetting of the capital expenditure of she Post and Telegraph
Departmernt on new werks is aotively under cansideration in
the Department of Industries and Labour. They expect to be
ahle to introduce changes designed to effect an improvement
in this respect by the time the budget estimates for 1926-37
are being prepared,

142. Chairman.—I would like to ask ane or twa questions on that. You
sy that it is partly due to shortage of staff and partly to inability to obtain
stores in time,  Are these recurring causes or special causes in the case of the
year under consideration ¢

A.—1It often happens. We get held up by non-receipt of stares. There
is some strike in England or on the Continent. We do not get the compo-
tient parts of the stores. Therefors we have to abandon the whele acheme.

143, Q~=That js a factor for which you could make some allowance.
You alao say it is due to changes of plan on the part of the railway and the
militery authorities. Do you accept the intimation as to change of plan from
these departmments without protest ?

A,—We have been doing that, but now as we have been asked ta explain
oll these lapses, we are not going to do anything. We are going to have a
time limit and if they do not send in their schedules of demands by a certain
date they are not likely to be included in our budget.

144, Sardar V. N. Mutalik.——You said that you cannot properly estimate
your capital expenditure. I suppose there are three items on which you
spond your wonsy. (1) postal buildings (2) the maintenance and repairy of
these buildings and (3) construction of new lines,

4.—Yes.

145. Q.—Have you not got any programme for these itema 1
*  A-~~The question of framing the programume in adyanoce is under the

consideration of Government. The matter has been taken up by the Depart-
ment of Industries and Labour, "



146. Q.—Why don’t you keep some articles in store for the use of next
year ?

A.—Because we do not know what articles we will reqizire. There may
be a heavy consumption of certain articles in a particular year.

147. Q.—The experience of past years ought to enable you to form an
estimate of your requirements ?

A.—We do our very best to form an estimate. Three years ago we got
out a large quantity of insulators from Europe and at the same time we
started manufacturing them in this country and even then we got held up for
want of insulators because in that year they had a strike. .

148. Q.—I can uxderstand such a thing happening with regard to one or
$wo articles for which there is a great demand. But it appears to me that
your Department is unable to foresee expenditure properly.

A.—We do our best but sometimes it so happens that even with all our
stores the railways and other administrations change their plans. For
instance, a local Government asks for a telephone line of 300 miles in length,
but at the eleventh hour they come forward and tell us that they are unable
to guarantee that line and so they ask us to cancel the scheme.

149. Q —Items like these may be excluded from the general estimate,
but there ought to be a general plan for incurring your expenditure in the
future ?

A.—That matter is under consideration.

Chairman.—1 can tell the Committee that the Financial Adviser of Posts
and Telegraphs and Mr. Roy have been discussing this point for some time
but it has not yet been put in order. I do not think we can go into details
a; to how ihis is done but one point is certain and that is the drawing up of a
definite programme. Mr. Roy’s answer is that he hopes to arrive shortly
a. a system which will very much reduce these over-estimates at any rate.

150. Sardar Mutalik.—Will it be put 'nto force very shortly, say next
yeoar ?

A.—T hope that it will come into force next year.

151. Cha rman.—On page 26 of :he Appropriation Report the Committee’s
sttention was drawn to the very interesting footnote which shows that in
April 1923, that is the mon h when the estimate began to operate, very consi-
derable reappropriations under certain sub heads were found necessary.
1 there any special explanation ?

Mr. Ryan.—On this question and certain other questionis we have not
been able to get the ielevant papers from Calcutta. We propose therefore,
if you agree, 1hat the Financial Adviser should send in a written explanation

on such poin'‘s.
The Chairman agreed to this course.
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152. Chairman.—Our attention was also drawn in going through this
Appropriation Report last time to the fact that the excess or under-spending
under each minor head is not shown by comparison to the actual expenditure
in the original geant but by comparison between actual expenditure and the
grant as modified by competent authority by reappropriation. The Committee
felt that the result was that it would be very difficult for them to carry out
their statutory duty of sorutinising the changes in the original estimate and
the actual expenditure where reappropriation had taken place. Has your
attention been drawn to that point ?

My, Jukes.—I have already arranged this matter.
153. Chairman.—Paragraphs 36 and 37 of the Report. Have you had

i time to get this information ?

’

Myr. Ryan.—No Sir. I will put up later a complete'note on these points.

154. Q.—Now take page 22, paragraph 40, Efplanation (). Can you
tell us, Mr. Roy, what these ‘‘ Contributions from private individuals and
Indian States ” are ?

Mr. McKernan.—May 1 explain this, S8ir. These are fixed contribu-
tions from private individuals and Indian States in cases where post offices
are opened. They arecharged in places where the r .venue obtainable is not
sufficient to meet the maintenance of post offices in question, s.e., the private
individuals and Indian States guarantee against losses. These items were
formerly taken as receipts but during the year under question they were not
regarded as legitimate items of revenue, but as they were guarantees against
the excess expenditure incurred on behalf of the individuals or the State, they
were taken us deductions from expenditure on the post offices concerned.

165. @.—But the expenditure of the post office concerned is voted by the
Assembly ?

A.—Yes.

156. @.—This change does not in any way remove these items from the
vote of the Assembly ?

A.—These charges will now be shown as deductions from expenditure in
the Budget.

Mr. Jukes.—The money that we are spending is really on behalf of indi-
viduals. Therefore there is no need really for the Assembly to vote at all.
This money is being provided by private individuals and not by the Assembly.

157. Sardar V. N. Mutalik.—What is the general nature of these con-
tributions ? Does the Government spend all the money ?

Mr. Jukes.—The position is this. Suppose a particular post office does
produce the necessary amount of revenue, then the post office bears the complete
expenditure and does not take anything from the individual. But if the
revenue realised is not sufficient to meet the expenses, then the Government - -
actually takes the contribution from the particular individual and spends it
pn behalf of that individual,



168. Choirman.—The question in which the Committeo ia interested
is whether the post office has got any maney to apend which is not under the
control of the Audit Department and of the Assembly ?

A.—It is pot Goverrment money. o

189. Mr. Rangaswams Iyengar.—This mcmoi is paid into the hands of
the Government for spending upon a service which is administered by Govern-
ment. Supposing this guarantee is made and we exercise no control, it is
open to the man in charge to increase expenditure and to recover it from the
private individual, who will have no redress through the Assembly. I am
putting it only for this purposa that every item of money peid into the hands
of the Government must find its place in the accounts oxfm_éovemment and must
be accounted for either as expenditure or as payment in some other reapect.

Mr. Jukes.—The, question as to what does constitute revenue is a big
constitutional question and is already under discussion between the Finance
Department and the Legislative Department in connection with the Devolu-
tion Rules under the Government of India Act.

160. Chairman.—Let us leave aside the general constitutional question.
The question I wish to ask is this, This money goes into the hands of the
officers of the post office. Is there the same control so far as Mr. Rey is con-
cerned over the expenditure of that money as there is over the expenditure
of other money ? .

A.—Oh, yes.

161. Q.—At what point does there cease to ba control ¥ Has Mr. Roy a
freer hand than the Finance Department over this expenditure {

4.—No, Sir. -

162. Q.—The Finance Department has a freer hand ?

Mr. Jukes.—In theory it is so.

163. Chairman.—There is the constitutional question as to whether
this is e::ﬁenditure which under the Government of India Act is to be dealt
with by the Assembly.

My. Jukes.—1In actual fact I do not think that if you change the system
you would really give the Assembly and the Public Accounts Committee
any more control. They would have the same control.

164. Sardar V. N. Mutalik.—Buppose that no recovery is made. Who
will incur the expenditure ?

A.—Government, undoubtedly.

165. Chairman.—We have got rather a good {llustration of the difficulty
of the theory of the thing. Are these contributions fixed sums %

A.—Practically they are fixed.

166. Sardar V. N. Mutalik—A fixed sum is recovered from the Indian

. Btates where there is 8 post office by arrangement, edch year, and then refund-
ed

A.—There is no refund. There is a fixed contribution,
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18%. Sardar V. N. Mutalk.—I suppose there are same cages in which
the contract is that the Native State should make up the loss.

A.—The coptributions are in all cases fixed sums. We have a system,
8ir, wnder which for opening a post office or & telegraph office we ask the local
inhabitants to guarantee a fixed sum, say Rs. 500 o year.  If the revenue
that is derived from the post office amounts only to Rs. 400, they contribute
the balanoe of Rs. 100 to make up the guarantee.

Y68. Sardar V. N. Mutalik.~—In case you make a profit, the profit will go
o Government ? .

A.—t goes to the Government.

189. Chatrman.—We come now to the Audit Rgport. In paragraph 4
of his letter to the Government of India the Auditor General draws atterrtion
o the number of casen of frauds and embeazzienvents having increased in the
year under review. Have you any statement on that general question §

Mr. Roy.—We have prepared a statement, Sir, from which it will be seen
that as a matter of fact there was a drop from 531 to 511 in the namber of
officials concerned in fraudulent transactions. Moreover, considering the expan-
sion of the Department, the figures—both numbers and amounts—for 1920-21
Yo 1923-24 do net compare badly with those from 1913-14 to 1917-18. The
actual amount of money embezzled was Rs. 1,16,999 or about -0l per cent.
:of the total vahre of cash transactiens, exchuding insured articles. We have
decided to await figures for 1924-25 before issning a general oiroular as suggest-
ed by the Auditor General. We have not get the figures for 1924-25 yet,
Sir.

170. Mr. Cocke.—As regards the general form of the fraud that takes
?laoe, it arises thus, Inthefirst place, the depositor ought to get a receipt
rom the Head Office or from the District Post Office, whatever it is called.
He does not do it. If he had any suspicion, he ought to draw attention to
tha't ; in fact, he does not. In many cases, there is no link between the deposi-
‘tors and the head ‘office. I motice that in several cases the pass-books hawe
net Meen writtem wp for wo or three years. It seems to me that where you
have cases of passbooks not being sent in Jor more than a year, there cught
%o be somre wysbem of getting mto touch with the depositors, possibly by send-
ing him a copy of his accounts and asking for confirmation. ¥ yeu de this,
you could do away with many of these eases.

A.—That would mean, Sir, very heavy expenditure.

171. Q.—In what proportion of cases do pass-books mot come in 3

A ~A wery lavge number. *
172. Chairman.—Wbat appreximate number of depositars have you 3

4.—1It is something enormous, 8ir. I have not got the figures, *
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173, C'hawman —Your answer to the uestion is, then, that it would be
very expensive and you do not know whether it will have the practical éffect
of stopping all the fraud.

A.—Yes, Sir.

Mr. Jukes.—My own personal opinion is that the depositor contemplated
in this case is the ordinary illiterate depositor in a village. T think there is
not the slightest doubt that if he receives a copy of his account from the head
office, he will take it to the local sub-postmaster and ask him “ What on
earth does this mean ? 7’ and the sub-postmaster will see that the necessary
return will be received by return post. I think that that is all that will
happen.

Myr. Webb.—In these two cases in which the Savings Bank ‘accounts were
operated upon, the total loss amounted to Rs. 12,000. They cannot be emall
depositors. t

174. Chatrman.—-Is your system of inspection such as to cover cases of
this sort ¢ .
A. The suggestions made by Postmaster General to obviate such fraud are :—
(a) Every head office should furnish the Superintendent with a list of 10
per cent. of the depositors under the head office and the balance
at credit of each, and that the Buperintendent and Inspectors
should try to obtain the pass-books from the depositors and check
the balance, and
(b) As such frauds are committed generally in single handed sub-offices,
no one should be allowed to remain in«charge of such a sub-office
for more than two years at a time.

Heads of, circles consulted were opposed to (@) on the ground that it was
nnpmctlcable and they were also opposed to suggestion (b). The Director-
General decided not to accept either of the suggestions. A general order has,
however, been issued directing Supervising Officers to exercise great care in
selecting men to hold charge of single-handed sub-offices.

175. Dr. Lohokare : Q.—In cases where pass-books are not received in
the head office for writing up the interest would it not be better if a note of
those cases be made and handed over to the Superintendent and Inspectors
of Post Offices in order that they may look up such cases, take a copy of the
balance recorded at the head office and get hold of some of the pass-books and
see if the balances are the same ?

Chairman.—We may take it that the Accountant General and the Director-,
General are actively engaged in the question.

Witness.—We are also engaged in the question of inspection.

Chairman.—We now come to paragraph 5.

176. Mr. V. N. Mutalik: Q.—You say that it is advisable to affix
special stamps like the money order stamps.

A.—Money order stamps are affixed to such transfers by the msmng
postmasters.

-~



Paragraph 6.—
177. Mr. Cocke. Q.—You say, *“ The amount of his security had already
been recovered and credited to Government, in connection with another Savings
Bank fraud comtuitted by kim.” Were these two frauds concurrent ?
A.—T have no information on that subject, but I can tell you that the

total amount misappropriated amocunted to Rs. 2,639-0-4 including intcrest
Rs. 187-11-1 and was adjusted as follows :—

(1) Rs. 918-5-1 written off to Profit and Loss.
(2) Rs. 1,720-11-3 written off to the Pest Office Guarantee Fund.

The absconder has not yet been tracod—
. Q.—That is another SBavings Bank fraud or this one?
A.—This one. Both came to light about the samf time.

Paragraph 9.— .

178. Sardar V. N. Mutalik.— 1t is stated that the check of the paid
money orders in the Head Oftice was soinewhat imperfect and that the
Inspector of Post Oftices who inspected the office did not perform his dutics
efficiently.” Have you not got a standard system of inspection %

A.—Yes. As regards paragraph 9 may I read out my note on that
subject. Loss of Rs. 4,749 of which sum Rs. 300 recovered from sureties of
the Extra Departmental Agent, Rs. 500 under rccovery from the Sub-Divi-
sional Inspector who has also becn transferred. The balance Rs. 3,949 charged
to Pest O.ice Guarantee Fund.  The Extra Departmental Post Office has
been converted into a departmental office so that there may be a more
responsible person in charge. Steps taken also to ensure that ngorey orders
from Burma (whence most of these come to the office in question) shall bear
the names of the fathers of the payees so that identification may be ensured.
On sub-paragraph (is) orders have been issued that all officials who have given
security by means of personal security bonds should give every yearin April a
certifcate to the effect that the sureties are alive and solvent.

Mr. McKernan.—The Accountant General’s suggestion was accepted at
that time. It was not in force before.

179. Mr. Webb. Q.—Who is to give this certificate ?

A.—The officials themselves.

180. Q.—In other departments it is done by the local officials of the
revenue department.

Mr. Rangaswamy Iyengar. Q.— Security bords are attostcd by other
officials ?

A4.—They have to bring a certificate that they are solvent from some
people.

181. @.—Who is to vertify it %

A.—So long a3 we gt the certifisate that they are alive and solvent . it

is sufficient for us.
.. MI120F inD
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Mr. McKernan.—That is & weakness and we shall look into it.

182. Mr. Rangaswamy Iyengar.—Has it not been presoribed in what
form the certificate should ke and who is the officer who should certify ¢

A.—The ocertificate is given by the person himsclf thdt the surotics are
alive.

183. Q.—Tt is of no value at all.
Ms. McKernan.—No value,
184. Mr. Webb.—The locel tahiildar or villege cffcers cuglkt to do it.

A.—T ghall have that order modified that they should get a ccrtificate
from the revenue authoritics, or some comyctent authority.,

1 aragraph 10.—

Writiiess.—The sdbo-postmastcr was fincd one week’s pay and dobarred from
independent charge for the remainder of Lis service.

Mr. McKernan.—fe is retiring this ycar if he has not already retired.
Paragraph 11.—

Witness.—Tke total amount misappropriated as shown by thke latest
rsports was Rs, 2,000-7-0. Rccovery made from the postman’s arrear pay and
his suretics Rs. 206-3-0. Recovery from the officials in fault Rs. 1,367-0-0.
Total recoverics Rs. 1,623-3-0. The brlance that will require writicg off to
the Post Office Guarantce Fund is therofore Rs. 427-4-0.

Paragraph 12.—

1385. Sacyid Murtuza Sakib.—In paragraph. 12 it is said thas the balance
bas been provisionally written ofi to the Post Cflice Guarantes Bund.

Witnes$.—The principal culprit has not yet been arrcsted.  His accomplice,
8 dismissed postman was arrcsted but on being tricd he was ‘discharged
for want of cvidenco. The balance Rs. 1,459-9-0 has now bcen finally
wiitten off to Post Office Guarantco Fund.

Paragraph 18.—

186. Chairman.—The Auditor-General draws our attegtion.to the desir-
ability of investigating whother the accounts clerk who was handling Gov-
ernment money had furnished any security. If so, whethor the amount found
ghort could not be recovered from such security. If not, whethera security
should not ke requircd from the accounts clerk of the office in future.

A.—The acrounts olerk in question had not furnished any security. The
amount of loss to Government, viz., Rs, 315-15-0, was written off as.irrecover-
able owing to the man’s death.- Se curity is not required frem accourtarts
or accounts clerks, as such officials are not called upon, under the existing
rules, to keep cash in their custody. Instructions have been issucd to all
Heads of Circles to see that their Personal Assistauts are invariably held res-
ponsible for all cash transactions or balances in the circle offices. It does-not,

therefore, appear necessary to require security from the accountants and
accounts clerks concerned. It is also understood that no security is required
from corresponding officials in the Public Works Department.-
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Mr. Jukes, Q.—Whatis the Pefsonal Assistant ? Ishe a gazotted officer ¢

A.—Sometimes he is and sometimes he is not.

@Q.—Docs hg give any security ¢
A.—No. The oash balance that is kept in a oirole office is very small.

187. Chasrman.—Has the general question of taking seocurity from this
olass of officer been oonsidered % .

A.—Yos and then it was docided not to press for it. We had some years
ago security even from a tclegraph operator and then later on the seourity
deposit was oonsidered unnecessary from the staff.

Mr. MeKernan—But the general question of seouritics in this depart-
ment is going to be raised in my next Audit Reporty It is supposed to be
inadequate.

Paragraph 17— ¢

Witness.—Rs. 95 was recovered from the Telegraphist. Imstructions
have been issued that none hut a responsible person should check the readings
on the National Cash Register and that at the bottom of the manuscript
total shown in the itemizer tape a certificate should be given by that official
that the figures recorded have been personally read by him from the National
Cash Register and that the Cash Collection has been counted and fourd to
agree with the totals recorded in the National Cash Register.

188. Mr. Cocke—-I wish to know to what extent National Cash Registers
are in use, whether they are being extended and whether the particular type
used issues automatic receipts ?

A.—Yes, we have extended in Rangoon, Calcutta, Bombay.and Madras

the principal towns where there are heavy bookings. The Bombay Central
Telegraph Office has got Nutional Cash Registers at 3 or 4 out-stations alone.

189. Mr. Cocke:—Is it very expensive ?
A.—They come to about Rs. 3,000 each.

Paragraph 19.— .
190 Syed Murtaza Sakib. Q —Is the practice reterred to in paragraph
19 allowable ?

A.—Orders have been issued that ne cash should be kept' by the atcotns
tant. The headquarters officers are responsible forrecoupment of sub-inspec-
tor’s imprests. The Auditor General’s questions do not therefore arige.-
Accountants do not lodge security. Recovery of Re. 500 was enforced in thig
case from the Divisional Engineer.

191. Chairman.——Paragraph 23. Irregularitiesin contract. Have youany
statement to make'?’ .

A.—The Director General has issued a circular to all Postmasters Gencral
dated the 10th October laying down (1) there should ‘be a'valid agseement to

M120FinD .
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cover payments, (2) proper sanction necessary to cover extra. payment,
(3) no action to be taken committing Government to additional expenditure,
(4) extra payment should not.be treated as contingent charges, (5) schedules
of trips to be scrutinised so as to reduce the necessity for extra charges.

192. Sardar V. N. Mutalik. Q. —To whom is the progress of expendi-
ture on such items reported ?

A.—To the Postmaster General.
193. Q.—He himself is responsible ¢
A.—He or his subordinate officers.

194. Chatrman.—The Government of India refused to increase the mail
subsidy and at the same time it was increased by the addition of an amount
out of the contingent grant by the orders of the Director General? How did
that ocour ?*

A.—7T have not got that file. If you like, I shall submit a note on that. -

195. Q.—-It is a rather serious case.

Mr. McKernan. A.—The irregular action has already been regularised
by the Government of India.

196. Q.—Is it because the Government of India were satisfied thatv it
should be regularised ?

A.—Tt had no other option but to regularise it.

197. Chairman.—-Perhaps Mr. Roy will put in- a statement about this.
A. -1 will send in a note on that.

198. Chairman.—Paragraph 24. Any remarks ?

A.—The Postmaster General retired in October 1921. Pens'on was
sanctioned in December 1921, The case was brought to the Director General’s
notice first in February 1922,

199. Sardar V. N. Mutalik.—Have any steps been taken to see that
such things do not happen again ?

A.—Necessary action has been tdken to prevent a recurrence of this.

200. Mr. R. Iyengar. @.—Is it a fact that in the case of irregularities
of this kind causing loss, Glovernment does not pursue to recover sums which
could legitimately be recovered, merely because the officer has retired ?
Supposing the sum is legally recoverable, you could sue him and recover
it ?

A.—Genecrally we do not recover from an officer who has retired, If
he is on active service we do.

201. @ —Supposing you could recover.while the man is in service, why
should you not recover the amount after he has retired ?

A.—That has never been dons,
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202. Q.—Why ? ‘
A.—When he is in active service he draws his full pay. When he has
retired he draws only his pension.

203. Q.—It%s a civil liability. The loss is there all the same ?
Syed Murtiza Sahib.—Was legsl advice sought ?
A4.—No legal advice was sought for.

204. Chasrman.—Is it the general practice ?

A.—Tt is more difficult to recover from s retired officer. As far as I know,
it has not been done in the case of retired offieers. ‘

205. Mr. R. Iyengar. Q.—It is one thing to punish a retired officer and
mulet him of a part of his pension for misconduct during service. It is another
thing to write off a certain sum which owing to grqps negligence was lost
to Government and which could be recovered. There are cases in which he
might even be legally liable. How would you degl with such cases? Are
there no principles governing such things ¢ Was no disciplinary action taken
against this Postmaster General or his subordinates ?

A.~-No, Sir,

206. Sardar V. N. Mutalik — If you make this a rule, will it not be a sort
of inducement for a retiring officer to incur more expenditure ?

A.--1f he does, he does not get his pension, if it is discovered in time.
In this particular case it was too late to discover this in time. If it had
been discovered in time, the Director General would have taken the necessary
action.

207. Q.—Are you satisfied that this is really a desirable system by which
you allow an officer to go away without disciplinary action beirgg taken, after
he has committed some irregularity, simply because he has ret.red ?

A.—To begin with, if an officer has retired we cannot get the fullest
information or his explanation on the different points connected with the
case. ’

208. Q.—Was he not called for an explanation in this case ?

A.—I do not think so. The officer had left the country.

209. Dr. Lohokare.—Ho knows that the amount is going to be written
off

No answer.

210. Mr. R. Iyengar.—-Is it not a fact thatin the case of people who have
furnished securities, the securities are not returned until six months after
they have retired %

A.—Postmasters General do not furnish securities.

211. Chairman.—Paragraph 25. Don't you think it would be a gcod
thing to have a time limit within which appeals should be disposed of 1

A.—In addition to the action already taken the rules will be amonded
to make it clear that appellants delay appeals at their risk and that if they -
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oot
themsalves are responsib'e for the delay they will not get any allowsnce for
the per od of non-employment.

Myr. McKernan —The period has since been limited to six months.

212. Mr. R. lyengar.—What happens if the delay is ot om the part
of the appellant but on the part of the authorities dealitig with the case ?

A4.--If thore is any declay in the office the appellant does not suffer for
that.
213. Chairman —Somebody in the office suffers ?

A.—They do.
214. Sardar V. N. Mutaltk —The orders are strict and specific on that
point ?

A.—Yes. We take disciplinary action against people who delay a case-
We stop their increments.

215. Chairman —Pagagraph 26. Tave you any statemént to make on
that ?

A.—The extra expense to Government for removing the sullage water
from the Lahore telegraph office in question was held by the Director General
to be a most regrettable occurrence. Had the Superintendent, Lahore
telegraph office, made it clear to the Postmaster General, Punjab and North-
West Frontier, that owing to the breakdown of the pump, he would have to
incur a monthly expenditure of about Rs. 250, the Post Master General would
n» doubt at once have instructed the Su;erintendsnt to have the pump re-
paired by the most conveniont azency and would have found the small amount
of money. The Superintendent concerned has now retired and, as evidently
his fault was an error of judgment, the Direc.or General did not think that any
disciplinary aetion need be taken.

216. Sazrdar V. N. Mutaltk —Were no reminders sent to the Public
Works Departmont ?

A:—I could not tell you because L bave not got that file but it wes in~
quired into by the Director General and he did not think there was any need.
for disciplinary action.

217. Chawrman —Paragraph 27

Mr. Roy.-—The motor launch was brought into use from the 13th June
1921. It was disabled on two occasions prior to the 10th March 1922 when.
it was again disabled and finally abandoned. On the 1st November 1922 a
yeport was received from the Post Ma ter Gereral regarding the disabled
conditionof the launch. He was asked on the 13th November 1922' to sell it.
Much time was spent in advertising the sale to the public, during which
enquiries were made to ascertain whether after repairs the launch could Le:
utilised by the Engineering Branch. Asit was found that the launch would be
unsuitable this idea was abandoned. In the meantime every effort was made
to sell it, but as no reasonable offers were forthcoming it-was eventually decided
on 28th May 1923 to.make it over to a firm of ‘auctioneer« for sale by au-tion,
with a reserve price of Rs. 2,500. The sale was effected in.September 1924
and a sum of Re. 3,240 was realised.
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918. Chairman.—Mr. Jukes, have you any further comments to make on
this subject

A.—The only further comments that I can make on this subject are that ‘¢
no action has been taken against the Postmaster General.

219. Q.—Mr. Roy, has tho question of taking further action been con-
gidered ?

A.—No, Sir ; because the Postmaster General was trying to get rid of the
launch.

220. Q.—I do not think you have answertd the question as to why money
was spent month after month on this launch ?

A.—The launch was for sale and there must be one or two men in the
launch to take it out for inspection. We got several 8ffers but they were nct
tempting. We had to keep one or two men to show the launch and also to
drive the launch when anybody came with the intenfion of purchasing it.

221. Chatrman.—Have you any note on paragraph 28 ?

A.—The whole Iine cost Rs. 2,615. The original intimation from the
canal authorities was that this wire would probably be required in 1921-22,
Definite demand for it was not made by them till December 1921. Immediate
arrangements were made to complete the work during the same financial
year, but owing to difficulty in obtaining stores caused by the L. 1. Railway
strike, the work could not Le completed before June 1622,

Sub-paragraph 3.—1It is not the practice in this Department to report-to
the canal authorities the commencement of a- work, especially when immediate
arrangement is made for its execution. There was an aceidental omis-
sion in this case, about sending to them formal intimation of the completion
of the work but there-can be no doubt that the existence of the new wire was
known to the canal authorities, who have unconditionally accepted the rent
charged for this wire for the first 12 months, »4z., from the 1st July 1922 to the
30th June 1923. It is not therefore o question of their *“ agreeing to accept
a debit for 12 months’ rent. They already accepted it without question on the
12th October 1923. -

Sub-paragraph 4.—The claim of this Department has not been weakened
in this case because as stated against sub-paragraph 2 above, there was no
appreciable delay in construction after a definite demand for the wire was
received from the canal authorities ; and having regard to the fact that the
canal authoritics were apparently aware of the existence of the wire and accept-
ed the rent bill for the same for the first 12 months, a technical omission to
intimate the completion of the work to themn cannot vitiate our claim. This

matter is +till under correspondence with the Chief Engineer of the Canal Admi-
nistration concerned.

Mr. McKernan.—It has been reported to me that the canal authorities
have agreed that the cost of installation will be borne by them and the bill has
been made out. ’
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222. Q.—Now we come to paragraph 29,

Mr. Roy.—The following instructions have been issued to all Heads of
Postal and R. M. 8. Circles :

(1) In the case of works whether for the construction or repair of
departmental post office buildings costing Rs. 100 or more, a
detailed estimate giving full particulars of measurements, quanti-
ties, rates, cost of materials and cost of labour should be submitted
to the Audit Office concerned at the time of sanction to the work.
When the work is completed, a completion report on the lines of thé
estimate, showing the expenditure incurred on the work, should
also be sent to the Audit Office through the Head of the Circle;

and

(2) The total cqst should not be drawn in advance. Only amounts
required for immediate disburse:ent should he drawn and
accounted for,in the same month. If however circumstances re-
quire that an advance shouid be drawn such amounts should be
treated in the accounts as advances and the Superintendent con-
cerned should be held personally responsible for seeing that they
are adjusted as soon as possible and that the unexpended balance
is credited by the end of the year without fail.

223. Q.—Now we come to part (b) of paragraph 29.

Mr. Roy.—The Auditor General draws special attention to this. The
wording of the Directer General’s orders may have given colour to the Auditor
General's criticism. But th» Dircet~r Gencral observes that he exp-essed strong
disapproval of the action of the Postmaster General as a whole and his letter
must have been understood accordingly.

224. Q.—Do you think that is sufficient? After all a Postmaster General
is & fairly high official ¢

A.—1 think necessary action has been taken in the matter.

225. Q.—Mr. Jukes, I should like to know whether the action taken is
sufficicnt in your opinion ?

Mr. Jukes.—1Tt is very largely an administrative question. In some of
the departments a letter from the head of the Government to an exalted
officer like the Postmaster General might be thought quite sufficient.

Mr. Roy.—The Director General's disapproval practically amounts to o
censure on the Postmaster General, who is & head of a Circle. I think the
Postmaster General has taken necessary action in the matter and I do not
think that a case of this kind will recur in the future.

226. Mr.. R. Iyengar.—Are these disapprovals entered in the service
register 1

Mr. Roy.—No, they are not entered in the service register,

1
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827. Q.—So that this disapproval or mental agoLy lasts only for the time
being ?
Myr. Jukes—Burely these disapprovals are entered in the confidential
records. .
Myr. Roy—A copy of any censure passed by the Director General on the

Postmaster General is placed in that officer’s personal file in order to indicate
to the Director General’s successor that such and such thing has happened.

228, Q.—Can you tell us whether it was done in this case ?
A.—~1 cannot say that.

229. Sardar Mutalik —Surely there must h.ave been some lower subordi-
nates who were conoerned in this irregularity ¢

My. Jukes.—When the Postmaster General signs a gertificate he takes the
responsibility for it.
230. Chairman.—Now we come to paragraph 3.

Mr. Roy—A total sum of Rs. 5036-13-8 was outstanding, including
Rs. 1,670 in this case and other sums due on account of passage advanoe,
War gratuity excess drawn and excess T. A. drawn. The officer was deeply
involved in debt and discreditable financial transactions, He was removed
from the service and the above outstandings being irrecoverable have been
written off against revenue. He did not get pension.

231. Mr. R. Iyengar.—Heve you tried to find out why so much money was
allowed to accumulate against him end why proper precautions were not taken
to see that he wae not given any more advance by the supervising officer ?

Mr. Roy.—1Tt is rather difficult to investigate the financial pasition of an
officer who s asking for an advanee of passage or anything else. We take it
in good faith and give him all the facilities and the advanoes t6 which he is
eatitled. ’ .

232. Q.—The point is this! This officer had already had an advanee for

his motor car and then he obtained & passage advance and two or three other
advances. In such a case should you not exercisec more care ?

A.—Tt was not known that he wes se badly financially invelved. We
‘had no information whether ho was solvent or not.

233. Chairmae.—Are losses on aocount of motor oar advences and pas-
sage advances frequent ?

A.—Not frequent.

234. Q.—There is no reason to regard this case as symptomatic ?

A.—This is an exceptional case.

285. Q.—Paragraph 33 #

A.—On going through the charges preferred against this oficer it was found
that they were not conclusively proved against him, though he was suilty of
M120FinD ' '
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several irregularities of a more or less serious nature. He was therefore
released from suspension but it was ordered that he should not be promoted to
the grade of Deputy Assistant Epgineer, and should be kept under the direct
supervision of the Divisional Officer concerned.

236. Chairman.—Paragraph 39. The Auditor General remarks that
closer supervision by the sanctioning authorities is necessary over this class
of work.

A.—A general order has been issued to the effect that Superintendents
of Post Offices and First Class Postmasters will be held personally responsible
for the transmission of defective and incomplete pension papers to the Audit
Office. ‘

237. Chatrman.— Paragraph 40. Here again, the Auditor General remarks
. that in order to avoid irregular grant of leave, special attention should be
paid to the leave accbunt.

A.—In September, 1924, all Heads of Circles were directed by the
Director-General to issue instructions to all officers under their control who
were empowered to sanction leave that an officer who sanctions leave
which on subsequent scrutiny is found to be not due, resulting thereby in
overpayment, renders himself liable for the full amount of the extra cost in-
curred by Government owing to bis carelessness, and that unless much more
care is exercised both in the preparation of leave accounts and in the verifica-
tion of leave due before according sanction, disciplinary action will be taken
on the lines indicated above. The Accountant-General, Posts and Telegraphs,
has since written to say that he expects that, in consequence of the orders
issued by the Director-General referred to above, the leave accounts will in
future be subjected to a frequent and thorough check and that their condition
will show an improvement.

Mr. McKernan.—They are also being checked by the inspecting staff
during inspections.

238. Chairman.—Paragraph 41. The Auditor General draws attention
‘o this,

A. Mr. Roy.—The following Circular was issued on 14th February
1925 :—

The subjoined extract (paragraph 41) from the Audit Report for 1923-24
issued by the A. G., P. & T. is published for general information. The Diree-
tor-General desires to impress on all officials concerned that great care should
be exercised in the preparation of supplemental bills according to prescribed
rules and procedure in order to prevent overpayments, and that any official,
through whose carelessness any overpayment is made, renders himself liable
for the full amount of the extra cost incurred by Government.

239. Chairman.—-Paragraph 43. The Auditor General desires it to be
impressed on all concerned that much inconvenience and unnecessary corres-
pondence ‘could be avoided if a Little care is exercised to avoid irregularities
such as those referred to in clauses (b) to (k). '

A.—Circular orders were issued by the Director-General wurning all
concerned on these points, :
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840. Chasrman.—The Auditor General says that the rush of expenditurs
was due to a large extent to late allotment of funds. Have steps been taken

to remedy that ?

A.~Yes, Sir'

241. Paragraph 46.—The Auditor General drawa ~ttention to the desir-
. ability of carefully considering the general question of performing the mail
service work departmentally in other places.

Mr. McKernan.—The service in question m paragraph 46 has since been
changed into a cantract service.

242. Mr. A. R. Iyengar.—May we know the present policy of the Direc-
tor General in regard to this postal service ¢ ,

A.—Referring to the Auditor General's remarks in paragraph 18 of his
letter, there have been motor mail services under departmental arrangements
in Bombay, Madras and on the Jhelum valley road to Kashmere, but in each

case the arrangement proved a continual source of trouble to the Department
and involved loss of Government money. The banding over of those services
to contractors has proved both satisfactory and economical. After the lst
September, 1925, from which date the service in Calcutta will be worked by
contract, no motor mail service in India will be operated by the Department
direct. The only one we have now is the Calcutta one and that will be }.anded

over to a contractor on the 1st of September.

243, Q.—At what rate ?

A.—10 annas, Lower than the figure that was worked to departmentally.

M. Jukes.—There is 8 comment to make on that. The result of insti-
tuting departmental working has apparently been to bring your contractors’
rates considerably down.

A.—Yes, we have brought it down.

Q.—Previously, it was far too high. Are you quite sure that in the other
cities in which the contract system is prevailing, the rate is not too high ?

Mr. Cocke.—The cost of petrol and other things bas gone down.
i 244. Chairman.—The view of the Department. is that departmental
‘working is not desirable as a general rule ?

A.—Yes. We hand it over to the contractors.

M. Jukes.—Q.—Is there sufficient amount of competition to ensure
getting the lowest possible tender ?

A.—We do advertise. For the Calcutta Service we advertised for tenders.

My. Jukes.—That is quite true. But are there sufficient contractors

who are capable of putting in a tender ? If there is only one firm which
could posaibly do it, the tonder system is us:less.

A.—They are doing the Calcutta contract at less than what it costs uw,
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Mr. McKernan.—This has been accepted as very satisfactory. But it
is & question of contractors in other cities. .

Mr. Ryan.—-There has not been quite as effective comprtition in all cases
with these contractors as there might have been, and I think that this is a point
that might be impressed upon the Department.

245. Chairman.—As amatter of procedure, who sanctions the contract ?
At what stage do they come up to headquarters ?

A.—They come up to headquarters and then they are submitted to Gov-
ernment. If it is over Rs. 50,000, it has to go to Government. The Director
General’s power is limited to Rs. 50,000. In cases under Rs, 50,000, it is the
Financial Adviser who =anctions as a rule.

Mr. Ryan—It his recently been agreed that in all casgs of importance,
even though they may, be nominally within the Director-General's powers,
he should consult the Financial Adviser, and that is ths view which is adopted.

246. Mr. A. R. Iyengar—Is it not the case that the Caloutta contract
has been given to a man from Madras, who quoted a lower tender, I believe,
than the Calcutta people did ¢” '

A.—~No, because we found this tender to be the best of the lot. There
are a lot of other points. They have had to take our vehicles. Alot of other
contractors wanted the contract but they were nol prepared to take over the
exi-t'ng vehicles belonging to the Depar.ment.

247, CMimmn.—Q.—-Paragraph 481

A.—Point (a). In the revised schedule, the duties of the drivers have been
ex «nded up to 11 and 12 hours daily and no further extension is possible.
If the vans .n reduced numbers run additional mileage, & very rapid deteriora
tion of the vans will take place b cause the time available for their daily clean-
ing will have to be cur:ailed and there will not be sufficicnt time to allow of the
gfily adjustments. No ieduction in the number of vans was therefore possi-

e.

2. On administra‘ive grounds all the available accommodation in the
Arcude building is rcquired for the po-t office and the existing arrangement
for garaging the motor fleet wi: allowed to continue.

3. The point whether it would be advantageous to carry a stock of tyres
and ubes purchased at a favourable rat.: or whethir the purchase of tyres
in & rising market should bz deferred.is always considered before a fresh stock
is obtained. The present stock of these articles is not excessive and the
arrang.ment for their storing is such that no deterioration tskes place. A
detailed register of tyres as suggested has been ‘ntroduced.

4. Experiments with cheaper oils were made but no :atisfactory result
was obtained. A trial is however being made with Veedol oil.

5. The charges ‘or repairs a-e necessarily less than those of any private
firm because the Post Office gets ull value or he outlay whi.h it would nos
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do from any contractors who would naturally look for a profit. The repair-
ing figure of Re. 1,000 per annum per car includes cost of new wheels fitted
with solid tyres, new spare parts and complete repairs and replacements ¢
due to accidents.

Point (¢). The Audit officer recommended the discontinuance of the
supply of uniforms to sweepers, mehters, Bhistis of G. P. O. and porters of
the Calcutta Sorting Division. For administrative reasons it is necessary
that they should be supplied with uniforms.

Mr. Jukes —Q.—What was the exact financial effect of the various pro-
posals under () which you did acoept

A.—We have not got that. We have acoepted the suggested retrench-
ments. »

Q.—The comment that I was going to make was that if this reduction had
been made then the cost of working the service dbpartmentally would have
been less than that of the new contract which has been given.

A.—1 have not got the papers with me. I will look up the case.
There was another thipng that I might mention. Bupposing we carried on
our work for the motor tran-port in Calcutta we would have had to incur
a heavy capital expenditure for buying & new fleet. So we were just able to
band it over to a contractor in time before we incurred any new capital ex-
penditure.

248. Chairman.—I think we had better have a statement in justification
of the new contract. -

Dr. Lohokare.—A statement of the cost if it is run departmentally may
aloo be put in. .

Witness.—I chall put in a statement later.

Paragraph 49.

249. Chairman.—The Auditor General says, “ I am of opinion that it is
in no case correct to allow & contractor a benefit in excess of the terms of an
aceepted contract. Kven if it was considered necessary to allow such benefit
in the particular case under consideration, .he contract should have been duly
revised first.”

A.—49 (7). In the agreement with the late motor contractor there was no
mention of any electric or water charges and those contractors worked the
oontract under the belief that the Post Office would pay these charges. Ao-
cordingly it was impossible to make any recoveries in respect of past periods,
The present contractors have been paying light and water charges from the
1st April, 1924. The late motor cuntractors were entitled to accommoda-
tion in the stables free of rent under the terms of the agreement ; such use
of the stables was a part of the bargain and was taken into aceount in sestling
the amount of the subsidy. It will thus be seen that the question of revising
the contract in the fivst instance, as suggested by the Auditor Genersl, did not
arise. .



5%
950, Chairman.—1I would like your view first of all on the general question.
Do you agree with the Auditor General’s comment that as a matter of rule if

you are going to pay a contractor something over and above the contract price
the first step is to revise the contract ? :

A.—Yes.

.. . 251. Q.—Then I think it follows that your statement that no question of
its being revised arises in this case has not been quite accurate ?

v

A.—May I submit a note on that point later ?

2562. Mr. Rangaswamy lyen‘gar.—-Q.—The point that seems to have been
impressed in the note is that although there was a written contract there was
a certain belief or something of the kind. I really want to know whatitis. If
there is a contract it must be set down in writing. -

A.—T will submit a npte on that point.
Paragraph 50.

253. Chatrman.—There is a comment on page 25 at the epd of paragraph
50. It says, “ In a considerable number of cases this has been found to have
been misplaced .”

Mr. Jukes.—I should like to endorse that very strongly indeed. I think
that an examination should be made, and Mr. Badenoch’s suggestion has been
an extremely valuable one. .

254. Chairman.—(To Mr. Roy). Have you anything to say on that ?
A.—1t ‘s & genera! question and I have not gone into it.

265. Mr. Rangaswamy Iyengar.—Q.—May I ask for one information ?
Of course, it is & general question. Ibelieve the present travelling allowance
1ules permit an officer to claim the actual travelling allowance or travelling
allowance according to a standard scale ?

My. Jukes.—1It is only in exceptional cases that he gets the actual travel-
ling allowance, but even if you have a standard scale there must be a certain
amount of ceriificate by the officer concerned that he has incurred cer-
tain expenditure. In case of transfer when an officer is ent.tled to transport
goods up to a certain maundage he must certify that he has transported that
maundage.

256. Chatrman.—Is it your suggestion arising out of this remark of the
Accountant General that the Committee should draw special attention to this
point ¢

Mr. Jukes.—I14 is a big question for consideration both of the administrative
department and to a certain extent of the Assembly. Probably the conclusion
will be that the present system is the best. One altornative system is that
of permanent travelling allowance.

Sardar V. N. Mutalik.—The instances that are given do not come under
permanent travelling allowance. .
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267. Mr. Rangaswamy Iyengar.—May 1 ask whether you bave examined
the feasibility of making alterations in the existing system ?
My. Jukes.—There is on record a very long note I wrote on the subject
about three years ago. The whole question is extraordinarily difficult and
I am not advisthg that we should alter the existing rules.

268. Mr. Rangaswamy Iyengar.—Suppose for instance instead of giving
allowance in the case of people from whom you want a certificate you give them
railway warrants and things of that kind %

My, Jukes.—That is another very big question. That will lead to
risk of frauds and increase of work in accounting.

Paragraph 52 (v).

269. Sardar V. N. Mutalsk.—Q.—It is stated, “ This was due to the
fact that the Traffic supervision work of the circle Wgs done by four Super-
intendents all of whom had their headquarters at the Circle Headquarters
Station.” Four Superintendents doing the same work in one Circle ?

A.—1It is explained thatthe T.-T. Superintenaents tour part of the time
and work as P. A, at Headquarters by turns. A certain amount of overlapping
of journeys is inevitable. They are kept at the Post Master General head-
quarters,

260. Q.—Do they inspect the same oharge ?
A.—Not the same charge. They have got their own jurisdiction.

261. Q.—How could their journeys overlap ?

My. McKernan.—The rcircle in question is Bengal and Assam. One man
does the Shillong area and anothcr the Dacca area. The two men take the
same route, one gocs to Shillong and the other goes to Dacca.

262. Chavrman.—Would it not be better and more efficient if you had
different headquarters ? ‘

A.—The matter is under consideration, but some of the P. M. G’s. prefer
to have this assistance at headquarters under their control. In other than
Bengal and Assam there are only two officers, one for traffic and one for postal
and it is considcred advisable that both should remain with the P. M. G. at
headquarters. There is no scrious objection to it. In the case of Bengal and
Assam there are four Superintendents all of whom have been so far at the
headquarters of the P. M. G. It hasnow been decided to consider the transfer
of two of these officers, one to Dacca where there is a Deputy P. M. G. and
another to Shillong where therc is another Deputy P. M. G,

263. Chairman.—Leaving out the question of reduction of the number
there will be a considerable saving of monies in their having separate headquacr-
ters ?

Mr. McKernan.—A.—That is doubtful.

Chairman.—All that Mr. Roy tells us is that the matter is being considered,

264, Chasrman.—Paragrarh 54.

Mr. Ryan.—The Financial Adviser, Posts and Telegraphs, in consultation
with the Finance Department decided that further examination of the question
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C
might be postponed till further evidence of loss to Government was ealleoted
and we have had no further evidence so far as we are conoerned at preseat,

265. Chairman.—Paragraph 57. |

A.--This suggestion of the Accountant General has been approved by the
Direotor General and necessary orders have been issued.

266. Sardar V. N. Mutaltk—Don’t you' think it would be advissble to
have a few other workshops and depots at Bombay and some other places ?
~ A.—The whole question is under consideration. We have a telegraph
workshop in Calcutta. We have also a depot in Rangoon and also at Karachi
and Lahore for mobilisation steres. There is also a stores depot in Caloutts.
The whole question is being considered by the department.

267. Dr. Lohokare.—1Is there no depot in Madras ?

A.—Nothing in Madras. Bombay supplies Madras.

268. Chasrman.—Paragraph 61. The only point we meed take up is the
Auditor Gereral's remarx. This question is not confined to the Post and
Telegraph Department. I think we had better endorse the general conclusions
a8 to the importance of observing a certain procedure when revision of scales
takes place.

269. Chairman.—Page 32. Mobilisation reserve of telegraph stores ?

My. McKernan.—A.—The amount is dcbitable to the Military Depart-
ment.

Chairman.—Paragraph 65.

210. Mr. R. Iyengar.—Can you tell us what the present position is ?
Are you going to pursue tlLis policy :

A.—1 do_not suppose we shall get many tenders Yor this work, The thing
'will probably die out.

271, Sardar V. N. Mutalik.—Will you issue orders that no further ten-
ders sheuld be accepted ?

A.—The question is still under consideration. It seems to me that no
further tenders are coming in and the contract will be over very soon.

272. Chairman.—Page 37. Have you any statement to make.about stores
balances ?

Mpr. Ryaun.—The balances have been greatly reduced. At the end of
"March 1922, the balance was 258 lakhs. In the following yearit was 257 lakhs,
the same figure practically as at the end of March 1922. It was 210 lakhs wt
‘the 'end ‘of March 1924, and it was 138 Jakhs at the end of Mazch 1925. These
figrures tciude the value of the Army mobilisatien stores—21 lakhs. The ze-
duction of these balances is a matter which has been given exceptional attention
for some time past and is still getting it. The reduction already made is very

0.
273. Mr. Cocke.—What is this chiefly due to ?

Myr. Ryan.—Tt is mainly due to the special efforts made by the Chief En-
gmeer Mr. Roy, to use the stores in stock and to restrict the purehase of new
sfock, -
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o 274. Chairman.—Mr. Roy as Chief Engineer was practically responsible
rit?
Mr. Roy.—1I have reduced it by 72 lakhs during twelve months.
275. Mr. Cdcke.—Are they serviccable or unserviceable stores ?

Myr. Roy—We have still & lot of unserviceable stores but a good portion is
being utilised for some other purpose. For instance we had brackets and these
brackets could not be sold to any iron foundry. They would give nothing
for it. We utilise them for anchors and bury them under the ground.

Mr. Ryan.—The question of writing down the book value of a number
of stores will arise before long.

276. Sardar V. N. Mutalbik.—Is there any policy pursued ?

Mr. Roy.—Certain special works must have certapn special stores. For
example, there are different kinds of cable. There are many kinds of stores
which are not manufactured in India but copper wige is being manufactured
here and so are the insulators.

277. Sardar V. N. Mutalik.—How much stores do you order in advance ?
A.—We have 138 lakhs worth now.
278. Chatrman.—Have you any rules as to how far ahead you order ?

A.—About two years ahead because they bave to be manufactured at
home and sent out. It takes a little time.

279. Sardar V. N. Mutalik.—You have not got an exact idea as to your re-
quirements ?

A.—We have only an idea of the requirements for the next twelve months
and if we have to forecast for the next three years or five years we will have
to send home a very big indent. At present we are practically living from
hand to mouth.

280. Chairman.—Have you recently gone inte the question of what period
in advance each particular class of stores should be ordered ?

A.—Yes, we have rules and regulations for that, as to what should be
ordered and what should not be ordered.

281. Chasrman.—It is partly as a result of these rules that you have been
able to reduce your stock ?

A.—Yes.

282. Mr. R. Iyengar—To what extent have you been able to dispense
with orders from home ? ,

A. Whatever we can buy locally we buy them. Whatever we cannot get
in India, we have to import.

283. Mr. R. A. Iyengar—What is the extent of the improvement that
has taken place in this respect %

A.—TFor instance, we never thought we should be able to get ins
in India. We are now able to make them in India, & ulato?
M120Fin
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284. Mr. R. A. Iyengar.—I do not want examples, Mr. Rey. ‘1 want to
now what percentage you have been able to reduce in the orders sent Home §

A.—We have reduced our English indent by about 30 to 40 per cent.

285. Chairman.—The Auditor General comments on patagraph 71 and
says ‘ I suggested that the Director-in-Chief be asked to investigate the possi-
bility of reduction of stock balances in the Indo-European Telegraph De-
partment.” Have you any statemeat to make in regard to this ¢

A.—The excess is in construction stores (as distinct from “cable manu-
facturing, office, wireless and cgble ship stores) due to war sccumulations. A
forced sale would only realise scrap values. It is considered better to allow of
gradual use though this will be a slow process. Question of utilization by
the Indian Department is under correspondence but there is little hope of much
being possible in this Way.

286. Chairman.—Copumenting on paragraph 83, the Auditor General points
out: If Government servants can be expected to perform the other duties
entrusted to them efficiently without any prospect of making & profit, I do
not see why they should not be expected to do inspection work (which forms a
part of their regular duty) efficiently without a prospect of making a profit in
travelling allowance ? .

A.—Mr. Ryan.—With regard to this question of travelling allowance, the
whole rates for the travelling allowance of the Post and Telegraph Department
are at present under consideration and a rote by Mr. Varma on special duty is
now before the Director General. It certainly was not contemplated to pro-
vide a profit for any ene.

987. Chairmen —Let me draw your attention, Mr. Roy, to paragraph 7
of Appendix on page 5O0. ‘

Mr. McKernan —The Government of India subsequently restored the
permanent Director General’s orders.

288. Chairman.—The position then is that the original more drastic dis-
eiplinary action has been taken %

Mr. Roy—Yes.

989. Q.—So far as this particular case is concerned, the matter has been
settled ?

A.—Yes.

290. Mr. R. Iyengar—As such cases have come to éur notice and
have been rectified, I think it is not only negessary, as the Auditor General
bas pointed out, that the Aecountant General should report the matter to the
department of the Government of India but he should also report to us who
are responsible for the publie aecounts.

Mr. McKerrnan.—It will be reported in the next report.
Clairman.—I think we have ne mere questions to ask.
The whiness then withdrew.
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Bvidenoe taken at the Seventh Meeting of the Publie
Accounts Committee held on Thursday the 13vh August
1925, at 11 &. m.

PRESENT

Sir BasiL Buacrert, Chairman.
Dr. K. G. LoHORARE

Sirdar V. N. MuraLik

Mr. A. Rancaswaur IYENGAR
Mr. M. WEsB.

Mr. H. G. Cocke. R
Kumar GANGANAND SINHA

The Honourable Mr. D. T. Chadwick, Swretar;/, Commerce Department,
was ezams el.

291. Chairman.—The Committee observe that on page 73 of the Appro-
priation Report a supplementary grant of Rs. 17,000 was asked for and was
given by the Legislature. The actual expenditure on the whole head was
nearly Rs. 30,000 less than the original vote, and even for the particular sub-
head, Burma, to which that Rs. 17,000 was allotted, it was apparently not
required ; could you explain that ¢

Witness.—The Rs. 17,000 concerned two items in Burma, Rs. 13,540 for
repair of & Lighthouse, and Ras. 3,460 for pay and allowances of a mate on a
light ship. Before the budget of 1923-24 repairs to lighthouseg were debited
to Civil Worke—Public Works, but in November 1922 we sent round in-
structions to all Local Governments to debit repairs to light houses to Ports
and Pilotage and not to Civil Works.

The Burma Government sent in their budget without having carried out
that correction. We twice pointed out the mistake to Finance Department
and although it was cut out of Civil Works unfortunately it did not get put
into the final account in the budget for Ports and Pilotage. Thereupon we
told Burma to try and meet it out of savings ; in December 1923 they wrote
in, backed up by the Accountant General, to say that they had no savings to
meet this item of Rs. 13,640 and for another item of about Rs. 3,460 making
in all Rs. 17,000. We thereupon wrote to Bombay and Bengal and asked
them if they hgd any savings and they replied they had no savings; and
Burma aleo had the reply endorsed by the Accountant General that they had
no savings. Thereupon we asked for the additional grant of Rs. 17,000. On
the 20th February 1923 the Burma Government sent in again and said that
they needed a supplementary grant of something over Rs. 30,000 for very urgent
repairs to a lightship ; we replied on the 28th February saying that it was toe
late and that the expenditure must be put off till the next year and asking
them to meet it out of savings. They replied that the lightship was in a very
dangerous condition and that they disowned all responsibilitics for its

Members.
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sinking , whereupon Finance Department gave us Rs. 30,000 out of their
reserve. There was therefore no real underspending on the original budget
in Burma. .

292. Chairman.—Can you say anything as to what system there is to
secure that some officer in your department keeps up to date with the pro-
gress of expenditure on this vote ? ¢

A.—1t is entirely administered by the Local Governments as our agents,
It is not administered directly by Commerce Department. This point was
raised last year and we then sent round instructions to Local Governments
telling them to instruct their,executive officers to keep running monthly
accounts and report them to the Local Governments.

993. Q.—Do you think that will prevent the recurrence of cases of this

sort ? (
A.—1T would not like to guarantee anything, but I hope it will,

294, Mr. Ahmed A% Khan: Q.—Are these repairs done by Public Works
Department officers or by contractors ? .

A.—They are done entirely under the orders of the Local Governments
who are free to employ whom they wish according to the character of the
work ; if it is repairs involving brick and mortar work they would, I suppose,
employ the P. W. D. If it is a question of repairing the plates of a lightship
and such like they would have to go to an engineering yard.

293. Mr. A. Rangaswami Iyengar : Q.—I find that on one occasion you
went to the Legislature and on another occasion you went to the Finance
Department of the Government of India; may I.know the reasons for this
difference of treatment ?

A.—The second occasion (for this Rs. 30,000), as I explained, was only
brought to our notice at the end of February—I think the Standing Finance
Committee had ceased its sitting then ; on the 20th of February we telegraphed
to Burma to postpone this expenditure to the next year and on the 28th of
February they replied that the work could not be delayed and that they had
already taken it on hand.

296. Q.—What I want to know is whether it would not be possible to
include grants of this kind either in the budget for the previous year or in the
budget of the coming year.

A.—That is what we endeavour to do to the best of our ability ; and in
this case we asked Burma to let us know why they did not put it forward
earlier and also asked them to put it off till the next year ; and they replied that
they were incurring a grave responsibility by delaying this thing—they found
that the ship’s plates were getting rusty and would wear away soon.

297. Sardar V. N. Mutalik : Q. —The Burma Government intimated to you
in February that the lightship needed repairs ?

A.—We received their letter on the 16th February, we telegraphed to
them on the 20th saying it was too late to do anything and asking them to
put it off; we received their reply on the 28th saying that they could not do
80, ' ;
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998. Q.—Don’t you think that these repairs could have been forescen by
the Burma Government ? :

A.—Yes, but as I said it is oxtromely diffioult when you bring in a e
ship for repairs ¢o be perfeotly ocrtain of the extent of repairs Tequired.

299. Q.—It was after the repairs had been begun that the urgenoy was
seen

A.—Yes, and they wanted the ship back in position before the monsoon.

300. Dr. Lohokare: Q.—You said that thesc. cstimates for repairs to
light ships werc included in the P. W. D. estimates ?

A.—No. When the original budget came from Burma wo noticed that
they put theso repairs for lightships on the old prinoiple into Public Works
and not undcer Ports and Pilotage ; we told them to tra sfer 1t ; but they had
alroady sent the final copy to the Finance Dcepartmen by the time they gob
our telegram.

301. Q.—Was there a corresponding saving on Phis cide ?

A.—No, beoause when the budget came the Finance Department orosscd
it out on the Public Works side, but forgot to include it on the other side—
it was not transforred to the other side, it got dropped altogetker.

302. Mr. Cocke : Q.—As a rosult of your letter to the Looal Governments
to kecp in touch with the expenditure, are you now in touch with the expen-
diture throughout the year?

A.—We do not got the running monthly acoounts.

303. Q.—You do not know the expenditure for the thrce months up to
Jure ?

. A—We arc dependent on the Looal Governments which haVe full spend-
ing powers over their own budgets.

304. Chairman.—The position is still, then, that you have no officer to
watoh the progress of expenditure on this vote from time to time ?

4.~Ycs.

805, Q.—Do you think it would be desirable to havc it dore ¢

A.—Yes, wo oan ocntralise it still further.

306. Chairman.—Please see paragraph 8 of the Home Auditor’s Report
on the High Commissioner’s Acoounts. The attention of the High Coni-
missioner is drawn to oertain payments made in March, 1924, whioh appeared
to be irregular. These are all in conncotion with the Wembley Exhibition,
The Committce desired to have an explanation of the expenditure reforred
to in that paragraph. ’

My, Chadwick: A.—The High Commissioner had complete oontrol over
the spending portion of his budget subject to audit and as regards these
irregular payments, which appear to have been drawn before the end of the
finanoial year, the matter has been brought to his notice. I think that is
all that I oan say about it. We knew nothing about them and we could know:

. nothing about them until it was mentioned in the audit report.
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in Delhi ?

4 ~=He is coming for the session.

My. A. R. Iyengar.—1 would prefer to have the Exlvbition Commiss
sioner’s explanation.

308. Chairman.—Would you say that officers as a rule are aware of the
general objection to drawing m.n y some time before it is required for .
payment_?

A.—Yes, undoubtedly.

309. Q.—On page 88 of the Appropriation Report, under the grant In-
dustries, the original grant was Rs. 41,000 and the actual expenditure was
only Rs. 14,000. We asked for an explanation from the Department of In-
dustries and they have given us a written reply that part of it concern: your
department. The Rs. 41,000 was made up of Rs. 20,500, the cost of exhibits,
and this is the biggest figure in it. In the end it was not spent at all. I
fanoy it was a transfer to the High Commissioner’s budget.

A.—We did not buy any exhibits in the end, I think. . It really belongs to
another Department. We bought no exhibits in the Commerce Department
and therefore asked for no money. I saw the enquiry about the item last
week and passcd it on to the other Department.

Te witness the withlrew.

My. McWatters, Fi a owl Seorelary, wis the ezaminel.

310, Chairman.—Would you be kind enough to give us something in
the nature of a general statement with regard to the use of the Reserve in the
Finance Department ¢ .

A.—Hitherto the practice has been for us to make allotments from the
‘Reserve from time to time during the year whea there is some item of unfore-
seen expenditure which was not contemplated at all at the time of the budget.
.An. instance came to my notice only yesterday which will illustrate that very
well. Owing to very heavy rains in the Punjab there has been a serious sub-
sidence in the salt mines at Khewra and 1 understand that the Commissioner,
Northern India Salt Revenue, has intimated that he cannot find money from
his budget and that Rs. 25,000 is immediately wanted in order to | revent
further serious damage to the mines. That may come up to us for a grant
from the Reserve if reappropriation within the grant is impossible, Then you
get another kind of case whore expenditure for a particulur object has been
voted by the Assembly but some excess is anticipated in it. For instance,
& committee, such as the Economic Inquiry Committee, may continue to sit
-a little longer than anticic{)ated in order to complete their Report, and they
may expect to overspend their grant by a few thousand rupees. That
is the second kind of case, and our practice has been to assume that we
are authorised within the limits of the special Reserve to make these allot-
ments in the course of the year. Further, in 1921, we consulted the Auditor-
General as to whether in cases of this sort, where there was an excess over a
partieular grant as a whole, if was necessary to ask for an excess grant or
“whether it was sufficient if the matter was brought to the notice of the Public
Aoccounts Committee and his opinion then was that it was sufficient if these
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appropriations from the Reserve were reported to the Public Accounts
Committee.
311, Chairman.—I think he is still of that opinion {
My. Jukes.~¢No, 8ir, in Mr. Kaula’s report as sent up to Government by

Rir Frederic Gauntlett, he has adopted the other view. Ithink he is of the view
that it is desirable that it shoulM be formally regularised. He does not want

- more than formal regularisation.

Mr. McWatters—1 understand that the suggestion has been made by
Mr. Jukes that it might be better if instead of making these appropriations at
the time, we merely guaranteed, so to speaks to the spending authority that
the money would be found but that the appropriation should not be made
until later in the year when it could be seen whether they could in fact find
money by re-appropriation within their own grant. I am not sure myself
whether that is really very much of an improvemeng. It would avoid the
position which is apparent frem these accounts, where re-appropriation was
possible in a majority of cases and there were only a $ery few cases left in which
an allotment from the grant was really required. But the fact is that even
in February, we should not in all cases be in a position to know definitely
whether money could be re-appropriated. We should still be, to a certain
extent, at sea.

312. Chairman.—In some cases you may know, and in some not.

A.—Yes. The net result would be that there would probably be a less
experditure from the Reserve but that rather less information will eventually
be leid before the Fublic Accounts Committee. Idonot know that thereis
very much to choose between that procedure and what we are doing already.

313. @.—On the question whether an excess vote is required or is desir-
alle in the event of the voted portion of a grant having been exceeded, but an
allotment frem the Reserve sufficient to cover that excess has been made, the
committee would like to have your views.

A.—1 think myself that it wculd be proper to have it regularised by 's
supplementary grant, I think it is more or less formal, but it is proper.

314. @.—A supylcmentary grant should, as a rule, be presented ?
A.—Yes.
315. Q.—Supposirg you have a case where the excess has been' covered

by the Reserve ard it is tco late for rome rcazon or other to introduce a
supplementary dcrand. Would you then recommend an excess vote ?

A.—T think it ought to be regularised all through. That ismy general
impression.

Mr. Jukes.—1I thirk there cught to be an excess vote. I think it will be
very difficult for you to put in a supplementary demand.

Mr. McWatters.—1 really meant an excess vote.

Mr. Jukes.—My idea is that the excess vote will be a pure formality, and
that the Public Accounts Committee would recommend ‘it to be passed asa
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Mr. McWatlers—In the Punjab they have a Civil Contingencies Fund,
which is recouped from time to time.

Chatrman.—It is copied from the British system.

316. Sardar V. N. Mutalik.—There would be a general vote and then an
excess vote in a particular case. I do not know whether there is any cone-
titutional objection to that. ’

A4.—No.

317. Q.—You prefer the system that every re-appropriation from the
Reserve should be regularised ?¢

A.—1 think so. I think that is the right thing in principle.

318. Mr. Ra-gaswamy Iyengar.—In the Government of India’s Resolution
published on the Public Accounts Committee's Report of the 14th April last,
this matter has been dea}t with in this way. It is said that allotments from
the Reserve are brought to notice in the Appropriation Report, thus giving
an opportunity of criticism to the Public Accounts Committee. I take if
that the view of the Government of India, at least of you, is that it will not
only be put before the Public Accounts Committee for criticism but will be
taken to the Assembly for an excess vote.

A.—Yes, that would be the procedure.

319. My. Rangaswamy Iyengar.—The schedule contains items which
are of different kinds. In some cases you have taken out of the Reserve the
difference between the amount voted and the supplementary grant—that was
one. In other cases you have merely given the grants. I have put down a
number of items. Take for instance the case under interest on othor obli-
gations page B7. This definite figure is arrived by subtracting the two .
columns. Page 47. We come to the next thing, India, General Administra-
tion. Take for instance page 59 of the Appropriation report. You put down
the figures of 2,661 under the head Private Secretary to His Excellency the
Yiceroy. That I find is a result of substracting column 9 from column 8.

A.—Yes.

320. Q.—Then you come to the next item, for instance, the Finance De-
partment. The difference between columns 8 and 9 is about Rs. 50,000 and
odd whereas you have put down only Rs. 10,000 and odd. I want to know
what is the principle on which you act.

A.—The Finance Department comes under two heads, Rs. 10,000 and then
Rs. 28,990. The latter sum was mainly in connection with the special steps
taken to reduce contingent expenditure in the Secretariat. One of Mr. Jukes’
officers was placed on special duty. He went into the contingent expenditure
of every office. We did in fact exceed the total grant for the Reserve
by Rs. 16-6-5.  This was due to a definite sum not having been all »cated for
this special enquiry. There should have been & definite allotment. As for
Private Secretary to the Viceroy they must have required first of all Rs. 7,441
and then they found they required less,
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‘My. Kawla.—This amount deals only with what are described as minor
heads. A minor head of account consists of a number of detailed heads, and
there may be an appropriation from one detailed head to another, so that it,
would be plus under one and minus under another, but they are all under the
same minor head.

321. Mr. Rangaswamy Iyengar. -Q.—What 1 wanted to know was
whether there were any definite principles on which you take money from the
reserve ? Isit an arithmetical adjustment or do you make provision of a specific
grant for a specific purpose ?

A.—The latter is really the case. 'We are informed by the disbursing
officer that he will require so much more thoney for a particular purpose
which he cannot meet from the original grant.

Chatrman.—1t is either to cover an excess on a bit of expenditure which
is provided for already in the budget or quite frequer®ly it is to cover an en-
tirely new bit of expenditure which requires special authorisation.

322. Mr. Rangaswamy Iyengar—Would you #ay that normal increases
over estimates of expenditure should ordinarily be found from the reserve %

Witness. A.—Not ordinarily.

323. Mr. Rangasawmy Iyengar.—We find a saving of Rs. 31,000 under
the Private Secretary. It is certainly a matter for consideration why an
application sheuld have been made for appropriation from the reserve when
there was the possibility of as much as Rs. 31,000 saving under that head.

Mr. McWaiters.—1 do not know when that saving occurred. If it occurred
be’ore February, no doubt he would not have required to come to the Reserve
at all. I think there is one further point to be remembered. This particular
year was ore in which expenditure was estimated with considerable difficulty
being the Inchcape year and there was considerable retrenchment effected all
through the year. The position may be somewhat different in ordinary years.

324. Mr. Rangasawmy Iy mgar.—1 only wanted to know what your
position will be, whether in all cases you satisfy yourself that it is not possible
to meet by appropriation ?

A.—We satisfy ourselves generally. The controlling authority has
definitely to certify that he anticipates no possibility of its being met with
otherwise. We never make an allotment from the reserve unless he does that.

325. Mr. Cocke.—In the case of Salt what was the necessity to go to the
reserve ?

A.—Under the Salt grant at the disposal of the Commissioner,
Northern India Sult Revenue, 1 understand that he does not anticipate now
to be able to find money from his actuul grant in order to meet this,

326. Q.—There is plenty of time for a supplementary grant {

A.—We have not made a grant from the Reserve yet and it may quite pos-
sibly be a case for a supplementary grant. I only heard of the case yesterday
and merely gave it as an instance of the sort that might occur. The expendi-
ture has of course to be incurred at once. In this particular case it is quite
possible we may ‘bring it up as a supplementary vote, if reappropriation
ultimately is found to be impossible.
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327. Chairman.—To sum up, your view is that the present practice int
tegard to allocating the reserves might be continued but that where possible
it should be regularised by a supplementary vote and where not by an excess
vote.
A—Yes. I am not quite sure 1 have made myself clear. I was really
thinking of an excess vote in my original rentark. 7
328. Q.—Take this case of Salt for example. You dre told that this
Rs. 25,000 is immediately required for a special work of preservation. You
allocate from the reserve on the ground that it will be honestly spent at once
and there is an excess over the wote. You do not propose thereupon to present
a supplementary estimate so a8 to regularise the excess expenditure. Your
view 18 that, as it has already been voted by the Assembly in the form of
& reserve, regularisatiqn by means of excess vote would be sufficient.

A—Yes. I think you would not be quite certain even in February
how much you would want for a supplementary vote. You will still be
guessing. ‘

329. Q.—In what circumstances would you tell the Department to meet
the expenditure by re-appropriation if possible ? ’

A.—We constantly do that and we frequently only agree to expenditure
on condition that it cannot be met by re-appropriation.

330. Q.—The addition is met by re-appropriation if possible

A.—Yes.

331. Q.—What would be the justification for using the reserve in this
Balt case ? On what principle would you use the reserve ?

A.—S8upposing it occurred in June, when the Assembly is not sitting and
the expenditure has to be met at once.

332. Q.—My point is how would you draw the distinction between a case
where you say ‘ meet it from savings if possible or come for a supplementary
vote’ and a case where you say you will allocate from reserves *

A.—One distinction will have to be the question of amount, the reserve
being limited. If it is a big expenditure it could not be met from the reserve.
The reserve is meant to meet & large number of smaller items. In the case of
very big items I am not sure whether you can use the reserve,

Q.—Mr. Jukes.—May I ask whether the reserve has been used in the
current year ?

A.~—Yes, to the extent of about Rs. 40,000.

Mr. Jukes.—1I have frequently received communication from the Finance
Department to the following effect. Urgent need for expenditure has arisen
in connection with such and such a case. The Finance Department have
agreed thet the expenditure should be incurred, and ask the Auditor General
to pass the p:ovision on the unde-standing that it will either hereafter be

covered by appropriation or a supplementary vote will be presented. It
would be far more satisfactory if in addition to that the Finance Department
taid that otherwise they were prepared to meet it from the reserve,
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_Chairman.—If that were the ;!osition, we should have to have a
larger reserve.

Mr. Jukes.—It would be really a question of the amount outstanding
from time to time. . ‘

‘Chairman.—The number of cases in which & supplementary grant is
necessary and where you would have to guarantee your rece:ve would be
rather large. Long before February you would have a great desl more than
the amount of your reserve used as a guarantee.

338, Mr. Webb.—How would the position be if the Assembly refused the
supplementary grant ? Would the Finance Repartment be justified in using
its reserve ¢

Chatrman.—When you have a question of the refusal of a grant, you
have a question of special powers, °

334, Mr. Rangaswamy Iyengar.—1Is it not the position in the case of the
reserve being so limited that the normal course of wsing the resetve would be
that it would be necessary to reimburse the reserve by excess grants? An
excess grant is a case in which the Assembly very rarely interferes. Therefore
would it not be the best form to keep the reserve as excess expenditure
rather than as supplementary estimates ? -

Chasrman.—We do want a theory for our reserve.

Witness.—I1 think there might be one principle, that the reserve should
not be used except where the expenditure is small and is supplementary to
an existing grant, or if unforeseen expenditure, is of such a nature that it
would certainly be approved by the Assembly. Otherwise, we should coma
up for & supplementary grant.

335. Sardar Mutalik.—1Is it possible to draw an exact line on your ac-
tion ¢

A.—No, I do not think so. The existence of the reserve is a matter of
convenience. We have objected toreserves in other Departments ; this is
practically the only reserve of this kind left in the whole budget.

 Chairman.—Mr. Iyengar draws attention to what is called the Civil
Works Reserve. That isa perfectly natural procedure ; it is for unforeéseen
works. It is true to say the Civil Works have got & reserve, but thatis a
reserve for obviously recurring purposes, namely works that have to be done
during the year.

Mr. Kaula.—Except that it is not for major works; they utilisc it for
contingenoies, travelling allowance, and other things.

336. Chairman.—Are you prepared to answer a question on that? Do
you think the Civil Works reserve should be reserved technically for works ?

A.—Tt is & technioal point ; I would like to have the representative of
the Department hore.

Chairman.—1 do not think we can go further than say the principle
which the reserve should be used require further investigation. P ples on
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Myr. Rangaswamy Iyengay.—I1 think we are agreed that so far as any
provision is made, it must be with the vote of the Assembly 1

T Chatrman.—Yes.

My, Kaula.—Aftet a provision has once becn made out o: a reserve and
you come again for a supplementary grant, do you get two grants, or is the
previous one cancolled ?

Chairman.—You do not oancel. I think thereupon the reserve is restored
to its pristine beauty and is available for use in any other direction.

My. Jukes.—I am not quite sure ; it seems to me, at the moment,
that is entirely opposed to what was decided on the recommendation,
I believe, of this Committee with regard to the reappropriation grants.
Bupposing you want tc make a reappropriation from one grant to another,
you go to the Assembly and ask for an additional grant for the one but you
donot reduce, the grant for the other on the ground that the Assembly has no
right to reduce the gran% it has once made. In that oase you are voting
again the money you originally vosed, but you are not taking it away from the
head you first voted it for. o

v

Chairman.—In a sense that is true, but in another sense the reserve is &
rolling fund at the disposal of the Finance Department for meeting special
oontingencies and the money comes back to it.

Mr. Iyengar.—May I put it this way ? If a reserve at the disposhl of the
Finance Department is Rs. 3 lakhs, and at.the end of the year all payments
made out of the reserve are reimbursed by excess grants, does that mean the
reserve is acoumulated ?

Chairmat.—-The rescrve will not be spcnt; that is what will happen.
My, Cpoke.—That is I think the ideal.

Chavrman.—That is the idcal ; it is a fund not to be spe;nt, but to be used

fcr temporary emergencies. That is why I say I do not think we have got
quite to the bottom of it. w

- 337. Sardar V. N, Mutalik.—What about the system of having token
grants ?

A.—1 do not quite see what the particular advantage is myself. In
what instances do you suggest it should be used ?

338. Chairman.—I think if I may explain it, it arises something in these
circumstances. We require an additional supplementary grant for a parti-
cular work and we require to goto the Assembly because it is a kind of ex-
penditure that would require the Assembly’s sanction, but we know that
there are savings on the vote sufficient to meet it. The suggestion is,
I think, in that oase that we should go to the Assembly in order to regularise
the expenditure, but only for a vote of Rs. 10 or Rs. 100, showing the rest as
reappropriation. i

Witness.—The Punjab is doing that.
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' 339, Sardar Mutalik.—You think' that would Le a better systcm of
bringing it bofore the Assembly ?

A.—]t is a matter for the Assombly ; I do not see any objection to it
from our point of view.

Chafrman.—Again we should have some difficulty in deciding which were
the cases which should go to the’ Asscmbly.

y 340. Chairman.—The next point is the footnote to grant No. 1, page 20
of the Appropriation Regort. '

A.—The answer in  brief is T think it ought to have becn done. I might
explain the ciroumstances, This was when the séoond and third edition of tho
Home estimates were reocived. Certain alterations were made in the Home
expenditure, but in no case was it for.sccn tha' the rosult might bo to require
a supplementary grant. The exchange on the English okpenditure was shown
in every case right through in the demands for grants under the detailed
Indian hoads and to have niade the alteration in exghange would have been
at that time just before the budget an extremely troublesome business ; so
it was not done, but it ought strictly speaking to have been done. Now ‘the
matter is simplificd by the faot that exchange is differently shown in the
demand hcads. In the greater number of cascs the English expenditure
togett er with cxchange is shown in the Indian grants. In other cascs, when
expenditure is shown in the English grants, the excleng: is also shown’ thers:.
In all cascs therefore exchange follows Erglish expcnditure and the actral
adjustment of exchange in the sccond cdition is & ocmparatively simple
matter. .

341. Chairman.—That is as the result of tho recoommendations of this
Committce last year. When we get the new systcm of appropriation the
proposal is that any excess undcr any sub-hoad shculd be sanctidncd at some
stage by the Finance Derartment and shown as 8o sancticned, or if it is not
sanctioncd, the fact that there is no sanction specielly drawn to the attention
of the Assembly. This difficulty would be obviated by that.

A.—That ought to be done and will be done in future.
342. Chaiwrman.—Page EO of the Appropriation Report, head 4 :

Witness.—The main point which arises here, erises also, I think, in numbers
3,4 and 5. Here again it was due to a change having been introdl’zced in pro-
. cedure. In that year the new procedure was imperfectly understood by the
§ Accountents General. All these cases relate to heads which are watched
¥ and controlled by Accountants General, and they assumed I think, as had been
the practice in the two years before, that the revised estimates they sent u
quuld be taken as the basis for supplementary grants, and did not at the gamz
time specifically ask for reappropriation under these heads. At page 49 you
will find, that under “ Interest on Miscellaneous Accounts,” Bombay, an
addition of Rq. 3,681 was made. The Accountant General said he reqliired
the reappropriation and it was made. Similarly the other Adcountants
Gene}'al should have asked for reapproprietion in each case. The total nt
was in fact under-spent by 21 lakhs, but under the Minor heads there gvl:are
. excesses and the Finance Department could themselves automatically have
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regularised them. It raises the point whether, in these grants which are
controlled by Accountents General, the revised grant should not be taken
as the basis for making these appropriations, or instructions should issue to
‘Accountants General to ask for additional grants that they requiré.

343. Chairman.—It is for the Finance Department to decide what is
‘gufficient evidence to agree to reappropriatien.

A.—Yes. Of course the actual details in these cases are slightly diffe-,
rent, but the same point as regards reappropriation arises. Take the next
case ; No. 4. In a number of cases the pensioners of the Oudh family reside
in Baghdad and from a refegence to the previous actual payments made to
these people, we see that the amounts have veried greatly from year to year.
The Accountant General, in sending up his second edition, estimated that
there would be an excess of 14,000 rupees. Actually the excess, as you will
see, wes over Rs. 53000. 8o that, even if the Finance Department had
accepted his revised estimate, they would not have reappropriated sufficient
40 meet this. It is aebig heed, very difficult to calculate owing to the
nature of it, and on account of the residence of these people in Mesopotamia,

344. Chairman.—Q.—Do you think that it would be desirable that the
department of government at headquarters, whatever it is, which is finally
responsible for any particular vote should arrange to have regular statements
of the progress of expenditure from the people who are directly responsible
for the expenditure of the vote ?

A.—1T think so. In the case of the important debt heads the controlling
officer is the Controller of Currency. Here there is already a central control,
and he receives the information from the Accountants General.

345. Q.—Will you now deal with the savings under Currency %

A.—/s regards the big saving (page 107) under India the explanation
is a fairly simple one. The reason is that the vote for temporary staff is
taken under the India head and it is then distributed by the Controller of
Currency under the various territorial heads—Bengal, Bombay and so on
where the currency offices are located ; you will notice that the reduction
under Controller of Currency is balanced by increases under other heads when
he redistributes the provision for temporary staff during the year among
the different currency offices. The currency office work-is very variable
in amount and it is necessary that a large portion of the staff should be on &
temporary baais ; it would be impossible to have the whole staff on a perma-

- pent basis, so that we have to provide a very considerable amount for tempo-
rary staff each year and this is realloted by the Controller of Currency under
these different territorial heads for the different currency offices,

346. Q.—But under the head as a whole there was a saving of five lakhs ?

A —That was partly because thert was a great deal of uncertainty that
year as to the amount of expenditdre that would be caused by the abolition
of the one rupee note ; it was then contemplated that there would be very
considerable increase in the movement of coin about the country, and it turned
out to be a good deal less ; the Controller of Currency also as a matter of fact
has been introducing very considersble savings on his own account very
successfully,
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B847. Q.—These are really savings suggested by the Inchcape Committes $

A.—Yes ; also the increase in the number of currency chests at sub-
treasurieahas been one of the main reasons why we have been ablé to reduce
charges ; we havesabout a thousand currency chests all over the country and
it saves the moving of funds unnecessarily ; you move the money from the
treasury into the currency chest and you do away with the necessity of
frequent remittances.

348. Q.—In view of the increased banking facilities caxt the cost of remit-
tances of treasure be decreased still further ?

L[]

A.—1I think it is difficult to give a definite reply to that because there ate
so many other factors that affect this item ; the actual charges for remit-
tance are greater than they were, but that is very largely due to the aboli-
tion of the one-rupee note and to the fact that certain charges are now includ-
ed under this which previously were not, in connection with bronze and copper
coin. The increase of currency chests all over the couttry has had a far greater
effect than probably anything else for the moment in reducing these charges,
and also the arrangements made with railways for payment at different places
instead of always at headquarters stations and various other improvements
that have been brought into force, all of which have helped.

349. Mr. H. G. Cocke.—Q.—I should like to know exactly how far the
abolition of one-rupee notes has been responsible for a saving in expenditure.

A.—There was immediately a very large reduction in our budget—some-
thing like 20 lakhs ; the immediate saving is obvious and enormous, very
much larger in extent than the increased cost of remittance of treasure ; but
the calculation as to ultimate saving is a very complicated one ; it depends
on the life of the silver rupee as well gs of the note and on the ra‘é of exchange

and a good many other things.
350. Dr. Lohokare.—Is your temporary staff very large ?

A.—Yes, in all the currency offices, for the reason that your permanent
staff is only as much as what you know for certain to be necessary for the
permanent work of the currency offices.

351. Q.—Would it be 25%, permanent and 756%, temporary ¢

A.—The proportion varies. The proportion of permanent staff is larger
than that.

352. Mr. Ahmed Ali Khan—1 suppose by reason of the fact that you
have so many currency chests now you expect a reduction in the charges
for remittance .

A.—Certainly ; you move less about.
363. Q.—Next year you expect a smaller charge 1

A.—Tt is & constant process ; when I was Controller of Currency we more
than doubled the number of currency chests and Mr. Denning has been carry-
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ing on the same policy ; and apart from this saving there is a much greater sav-
ing,~—in enabling us to reduce our cash balances held in treasuries—from about
6 crores to less than 3 crores in the last few yeais. The extension of the
Branches of the Imperial Bank also helps greatly in this regpect.

354. Chasrman.—On page 112 of the xeport there is an item—Loss on
circulation of bronze and copper coins : why was not that budgeted for ?

A.—T1t is rather complicated, but I hope to be able to explain it. Perhaps
the simplest way would be to give a short account of the way the co’nage
accounts are kept. In principle it is fairly simple. The first point which is
arrived at in the accounts is the profits, so to speak, on the manufacture in the
course of the year ; thatisarrived at as follows : the main credit in the mintage
account is the differqnce between the face value of the bronze and copper coins
which are manufactured during the year and their metal value; that figure
is not the figure which goes intothe accounts of the year. For the accounts
of the year a proportion of the profit is taken which represerits the proportion
of the coin which is actually issued from the mints or small coin depots to the
treasuries. That proportion goes into the credit side of the coinage account ;
and on the debit side you get the loss due to uncurrent and light weight coins
which have come back from circulation. In any partieular year the question
whether you get a profit or loss depends first, on the amount of coin which has
actually been issued and secondly on the amount which has come back. These
two factors have to be weighed against each other. Now, in this particular
year the amount which was taken to profit on ctrculation was Rs. 2,23,000 ;
the loss on destruction of coin amounted to Rs. 2,65,0C0, the net result being
a debit of Rs. 32,000 which is the figure we are discussing. The reason why
that was not shown in the Revised Estimates was because when the Control-
ler of Currency made his final calculations he estimated that there would be a
emall profit of Rs. 40,000 which would "appear on the receipt side and the
expenditure side was left blank. As regards nickel coinage, the accounts are
kept on exactly the same basis ; in the same year the proportion of profit
taken was Rs. 25,40,000 and the expenditure due to destruction and loss of
nickel eoins returned was Rs. 10,36,000, and the net profit which appears on
the revenue side of the budget was Rs. 15,00,000. The other items under
loss on coinage relate to silver. The loss in all cases is simply due to the loss
on recoinage. It appears under both Calcutta and Bombay. The actual
estimating was, I think fairly close. In Bombay, the original estimate of loss
on silver coming back was one lakh. That was too low and was raised to
two lakhs in the revised. This figure was within two thousand rupees of
the actuals. ..

3556. Kumar Ganganand Sinka. Q.—What was it which turned an
apparent expectation of profit, into a loss ¢

ATt is solely the difficulty of calculating how much coin will come
back. Ii is very difficult, even at the beginning of February, to say exactly
what will be the amount of coin coming back up to the end of the following

March,
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388. Q.—It was & profit ?

A.—A profit would arise if the credit side of your account is slightly higher,
than the debit side. They were almost balancing.

357. Q.—FKtror is quite possible in matters like this !

A.—1 do not call that a vely large error myself.

358. Dr. Lohokare.—Are you not able to estimate the amount of coin
returning from ciroulation t

A ~-The amount of coin coming back from circulation is a thing very
difficult to calculate. *

359. Dr. Lohokare.—Is there not a certain ratio from which you could
find it ¢
A.~~There is nothing more difficult to calculate than loss on uncurrent
coin. It is not only the coin that comes back from the Treasuries. Under our
rules we accept the loss up to & certain percentag® on coin broken by the
public. That is included in the loss. I have the figures here for some previous
years. In 1921-22 4 lakhs was the loss ; in 1922-23, Ra. 3,25,000, in 1923-24
Rs. 3,68,000. This is the figure for Bombay and Calcutta together. At the
time of the Budget it was estimated that it would continue to go down.
Instead of that, it went slightly up.

360. Chairman.—Page 156 of the Report. Adjustmeat with Provincial
Governments. The Committee desires to know why the excess under this
head could not have been foreseen and an additional grant asked for from the
Assembly in time.

A.—That is due in the main to the revision of rule 15 of the Devolution
Rules, which relates to the calculation of the assignments made 8n account of
income-tax to Local Governments. That rule originally was in a different
form, and was revised in 1922, and these payments represent adjustments made
after long discussions and calculations with Local Governments.

361. Dr. Lohokare.—When was the rule altered ?

A.—In 1922, I think.

362. Chairman.—Was there not time to obtain a supplementary vote ?

A.—1 do not think full information was available until after the end of
the year. It is a very difficult calculation. The Central Board of Revenue,
1 understand, are going to be asked to give further details on the point. I
is a technical income-tax point and the difficulty, I think, is in calculating the
assessed income. ‘

363. Mr. A. R. Iyengar.—Is that the only reason for this ?

A.—No. There is another cause of excess in the vote, the forest pro-
bationers. '

364. Chuirman.—So far as the excess vote is concerned, is it only due
to the alteration of the income-tax rule or to any other cause ?

A.—The other cause is entirely due to charges on account of forest pro-
_bationers. Thave got the complete figures here. The income-tax assignments
“mmounted in Madras to Rs. 5,866,000 ; in Bombay, Rs. 13,49,000 and smaller
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smounts in other provinces. The only other item of excess is the cost of
training forest probationers. In other respecte, there has been practically
no variation at all in the vote. There is the case of Mr. Gardner which I think
the Committes wanted to ask about. He was a Bengal ofﬁcer Hé was sent
home to London for training in Entomology and when he ‘came back, owing
presumably to his special qualifications, he was posted to Dehra Dun and so
he became a central charge.

365. Chairman.—Page 160 of the report. The Committee desired to’
discuss the question of the possibility of improving the estimates of refunds,
There is an excess on the vote itself here.

A.—A great deal of these refunds are non-voted refunds, statutory refunds
under Customs, Income-tax and Sa't. These are the three biggest items
which account for practically the whole of the amount. The estimates are
all in the first instance made by the Accountant -General. In the second
place, they are checked by the Central Board of Revenue here. 90 per cent.
of these refunds relate # these three big heads. It is very difficult, I think,
to calculate exactly what the amount of refunds will be. One has to go
more or less on previous experience. It may be very much upset, certainly
in the case of Customs and Income-‘ax, by the actual results of the year. I
do not think one can do much more. At most I could suggest that we might
ask the Central Board of Revenue to devote very special attention to make
these estimates accurate.

866. Mr. A. Rangaswami Iyengar.—Would you not like to have a kind
of standardising of these refunds ¥ They may be made later so that we may
avoid the budget difficulty.

A.—The money must be paid. These refunds are nearly all statutory.
The man is entitled to a certain amount of refund under the Act.

367. Q.—When a man is entitled for this statutory relief, he gets it years
after if you choose to give it later.

Chairman.—1I do not think we ought to suspend payments to individuals
to avoid budget excess (laughter).

Myr. McWaitters.—I1 think we would lay ourselves open to legal proceedings.
If you take the whole of the voted and non-voted items our estimate of the
refunds was extraordinarily close. The total refunds (revised estimate) were
just over 3 crores and 14 lakhs taking voted and non-voted together and the
actuals were 3 crores and § lakhs. It was & very close estimate.

Mr. Kaula.—Was not the question of the classification between voted
and non-voted under consideration for some months ? It was referred to
the Logislative Department.

A.—1 think it was.

Mr. Kaula—TLat was another reason.

368 Chairman—Puge 224 of the Report. The Committee desires to
know purticulars about the excess of Rs. 5,19,000 under Grant No, 62—Interest
free advances.

A~ think that in the first case I may point out that it {s & very smajl
percentage in a vote of 9 crores. The actual exces: under this hea 1 -where

¢
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it was a large one—occurred in the M!l.itary Department and is explained
by the Military Accountant General, as due to stores issued to non-military
D:partments which are sybsequently paid for by them. The head is 0. course
& purely’accounts adjustment head. As a matter of fact, the head is now
non-voted. The @ontroller of Currency is the officer who watches this head.
The Military Accountant General,informed him of the expected excess on this
particular amount. But the amount he actually xpected to exceed was 12
"¢ lakhs less than the actual final excess. The Controller of Currency who con-
trolled the whole vote was aware that he had savings enough to cover it and
.80 he did not take action. If it had not been 12 lakhs more than he was to'd,
he would have covered it. The Controller of Gurrency was perfectly right in
not taking action.

Myr. Kaula.—1Is it necessary to obtain the vote now ?
Chairman —These book-keeping adjustments are 10 longer voted.

369. Chairman. °

. Page 308 of the Report. Parag aph 49 of the Auditor-General’s covering
letter. The Committee desires to discuss the question of the propriety of
providing in the Ludget lump sums for expenditure.

v ' A~If I may, I will read out the relevant paragraph of the memorandum
which we ourgelves issued on the 16th May, 1924 :—* Lump sum provision
ehould be avoided as far as possible except where the necessity for providing
for expenditure in advance of detailed estimates can be clearly shown . We
have always set our {ace against lump sum provision. Of course, there are
cases, for instante, where a Commission has to be appointed and you have no
time to work out the details, when you may have to ask for a lump sum. Bu®,
ordinarily speaking, we have issued instructions which : hould preyent a recur-
rence of this. This particular case refers to the South Waziristan Scouts of
which 1 have not the details.- I think Foreign and Political Department
could explain this.

370. Mr. A. R. Iyenga —These are cases, I believe, in which lump sum
grants are put down for expenditure on certain specified ob,ects. There are
cases, I believe, in the Civil Works Department, where you put lump sum
provision without any specified obect.

A.—We avoid it as far as possible. I do not think we want to go further
than that.

Chasrman.—A lump sum provision in the Civil Works Department is
really a provi-ion for unforeseen expenditure, which is inevitable. I suggest
‘that we should go into the question whether it should be used for anything
but works—whether it should be used for salaries. I think that is probably a
doubtful exp dient.

My, A. R. Iyengar—A reserve is very often used to keep on establish-
_ments. )

Chairman.—1 should think there must be : ome definite policy in regard
to the use of the reserve in a case of that kind.
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871. Chatrman.—There is one more point. Vote No.41, Civil Works, page
113. There is excess of actual expenditure as compared with net grant
which at first sight looks as if we have to go to the Assembly for an exces
vote because it is excess over a voted provision, but on page 116 it turns out
that the excess is due to the treatment as voted of certain ekpenditure which
should have been trcated as non voled. The question therefore arises—it
becomes almost a legal question—whether we ought to go to the Assembly
for an excess vote in this case or whether we ought, and if so, whether we can
adjust the accounts of the year at this stage by transferring this expenditure
by showing it as non-voted.

A.—On this point I took the opinion of the Legislative Department which,
if you agree, I will read out. * The excess of expenditure over the amount
voted is due solely to the incorrect inclusion by the accounts officers of non-
votable expendituresvin expenditure under thi: head. There has, in fact,
been no excess of votable expenditure over the amount voted, that is to say,
no money has been spent on this service for which the vote bf the Assembly
s necessary during the financial year in excess of the amount granted for this
service, and consequently not only is there no need for excess demand under
rule 49 of the Indian Legislative Rules but it would actually not be in accord-
ance with that rule that such demand should be made.”

372. Q.—That answers the first question. It h-ows usback on ano’her
dilemma. The Finance and Revenue accounts have already been presented
to Parliament and what sh uld be done ?

A.—Could there not be a note in next year’s accounts ?
373. Q.—You will agree that we must be in a pos'tion to correct this {
Mz, Jukes.—I should like to reserve my final opinion on that peint.

374. CFairman.—You would agree that as a matter of common sense it
looks as if we ought to correct this before the presentation of the accounts ?

A.—1 think so.

375. Q.—What is correcting the account 7 If we correct the account what
does it mean ?

A.—1 contemplated a correction in the next year’s accounts.

376. Q.—There is a clear discrepancy between the audited reports as
they emerge from this Committee and the audited accounts as they have been
presented to Parliament. What is the form in which that correction is made 7

Mr. Kaula.—There is no provision for it at present.

Mr. Jukes.—I should like to question if T may the correctmess of your
premxise. I am very doubtful indeed on the point, which I do not concede,
that this Committee has any right to alter the audited aecounts.

371. Chairmaon.—The Auditor General presents the accounts to the
‘Assembly and they are referred to this Committee for examination. ‘We find
eurtain admitted érrors. It draws attention to those errors, That you will
‘sgree Mr. Jukes ?

Myr. Jukes.—I agree.
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378. Chawrman—Your proposition‘ is that neither this Committee mog-
the Assembly hae any locus standi for correcting those errors 1

Mr. Jukes.—Yes, that is my position. I should like to reserve absolutely
my opinion. My view is that there is only one authority who is responsible
for preparing the accounts and certifying to their correctness and that is the
Auditor General. When he has*prepared them and certified them as correct.
1 do not think that anybody except him has the power to alter them.

379. Chatrman.—You claim that the Auditor General should admit the
error and certify the account as correct ?

Mr. Jukes.—He previously certified the adcounts as correct but he subse-
quently admits that an error has been detected. What action he takes then—
that is the point on which I am not prepared to commit myself.

380. Mr. Rangasawmy Iyengar.—Your position is, "Mr. Jukes, that so far
as correction is concerned it is wholly for the Auditor General who has pre-
sented these accounts as true and certified them to Parliament to say how he
should rectify that error ¢

Mr. Jukes.—Exactly. As at present advised that is my position.

881. Mr. Rangasawmy Iyengar.—On page 2456 in the appropriation
accounts under the heading Underwriting and Brokers commission on issue of
India’s stock we find for instance that there has been an addition sanctioned
to the original grant. We want to know why this additional sum should have-
been sanctioned ? .

Chairman.—The loan raised in England in that year was £20 rillion
which was higher than the figure in the budget. 8o the underwritjdg ex-
penditure was correspondingly larger.

Witress withdrew.
Mr. A. H. Lloy1, Member, Ce.tral Boarl of Reve ue was next examsned.

332. Chairman.—The first question we wanted to discuss with you is at
page 155 of the appropriation accounts dealing with voted- adjustments with
Provincial Governments. There is an excess under this vote wf Rs. 18
lakhs. We understand that this excess arose mainly—we have dvidence
from"Mr. McWatters—out of the modification of devolution rule 15. The
excess occurs mainly under Bombay and Madras. The question is whether it

was not foresceable.

A.—I am afraid that the Central Board of Revenue is not at the moment
able to answer that question in connection with Bombay from its records.
But the explanation in the case of Bombay is probably exactly the same as in
the case of Madras regarding which the papers are more complete. The assign-
ment to the Madras Government under devolution rule 15 was to be calculated -
on the figure of assessed income and consequently it was neceseary to get the
complete returns not of receipts but of assessed income. The revised income-
tax returns of Madras for 1921-22 which contained the figures that were wanted
were not received from the Commissioner of Income-tax until the 7th May 1924,
that is to say, after the close of the year 1923-24. 1% was not therefore possible
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t6 take any:steps to obtain a supplemen'tary grant during 1923-24. As the ac-
counts of 1923-24 were open at the time it was decided to adjust the payment
. in that year’s accounts.

383. Chairman.—Have any steps been taken to prevent delays occurring ?

A.—One of the measures which we hope will do a great deal to prevent a
recurrence of that sort of delay is the increasing extent to which we are taking
over direct charge of the work of assessment of income-tax. Many of the
income-tax officers for the year concerned, 1921-22, were District Collectors,
and that is perhaps the most important direction in which we can look for an
improvement.

~ 384. Chatrman.—But would you agree that there is something wrong in
the position as it stands, if you are not in receipt of the information on which
your expenditure for the particular year depends until that year is over.
A.—Of course in this particular case, as I mentioned, the calculation
being on the figure of assessed income it i8 not possible to hope that we shall
ever have that figure until the next year. " Our present arrangements secure
that. Our Income Tax Report for 1923-24 contains the figures of assessed
income and they were published at a considerably less interval.’......... ..

385. Chairman.—In time at any rate for the supplementary if required
to be introduced in the following year ? :

A.--Yes. 1 think we can be pretty sure it will be given in the next year
in fature cases. ‘

_ 386. Chatyman.—There is another question, you are not in a position at
the time when you are framing the budget, to forecast very accurate'y what the
expenditure under tkis head would be because yow are not in possession of
the informatjon ? Ts forecasting very difficult ?

A .—-If this is going to be paid in the following year, I think a fairly accurate
forecast ought to be possible.

387. Chatrman.—Am 1 right in saying that your expenditure for the year
1925-26 depends on the figures of assessed income for the year 1924-25 ?

A.—As T understand the position, when this was done, it was a new thing,
and thete figures had not heen previously communicated. Therefore they
had to be got out from past records. Now we know we want these figures
and therefore they are readily obtained.

388. Mr. Iyengar.—1 could not follow. Mr. McWatters was explaining
that action could not be taken to obtain an additional grant so the Devolution
Rule 15 was altered and you had to get the figures. I want to know what was
the particular difficulty in obtaining this information in time 80 as toavoid this
excess vote ?

A.—The particular difficulty was that the alteration of the Devolution
Rules had not been foreseen, and consequently the information was not on
record, and it had to be obtained by the income-tax officers in the various
districts by going to the old records. Now we know that information will be
required and a concurrent record is maintained which puts usina very much
stronger position.’
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389. Q.- Do you mean tosay th‘u.t even apart from any alteration in the
Devolution Rules you had not this information in your possession ? .

A4.~Not in the particular form required. .

390. @.—Cauld you tell me what the delay was due to ?
Chairman.—We have already had an explanation I think.

391. Q.—Could it have been avoided ?

A.—-T could quote the letter of the Collector of Income Tax if that would be
belpful.  There was a particular cause for delay which I did not mention, the
method of preparation of returns was not properly understood. '

392, Mr. Iyengar.—That is what 1 wanted to get at.
4.—1f T might quote the letter, it is as follows :—

“ As you are aware the method of preparation of these statistical re-
turns was not cortectly understood in ghis Presidency in the past
owing partly to the vagueness of the instructions issued by the
Government of India themselves, 1t was only last year a real
effort was made, after obtaining detniled instructions from the
“entral Board of Revenue in connection with the returns preacribed
for 1922-23, to get subordinate officers to understand the correat
method of compilation. The returns for 1922-23 were sybmitted
to the Central Board of Revenue in August last and the revision of
the returns of the previous year was then put in hand by Collectors
and Income-tax Officers of the various mufassal offices ™.

393. Chairman.—The Committee desire to know why an additional grant
was asked for in 1924 under the head Customs seeing the total expenditure fell
below the original grant ? *

A .1 think perhaps the shortest way of answering that without going in
great detail into the figures is to say that the Government of India at that time
was not properly served in the matter. When the cut of 4 lakhs was made by
the Assembly, information was called for from the maritime Local Govern-
ments who were at that time administering the Customs Department for the
Government of India, in respect of any probable savings or excesses. = Certain
statements were returned indicating probable savings of Rs. 97,000. Later
in the year it actually happened that the savings became considerably larger,
but information which showed that that was going to happen did not reach the
Government of India from the Local Governments. Those are the facts of the
case, and the Committee will want to know what we are doing to prevent that.
I think, in the first instance, we are in a much bettér position now, being direct-
ly in touch through the Central Board of Revenue with the officers in charge
of the department, and not working through the Local Governments. That
undoubtedly removes one cause of delay in getting information. And the
Central Board of Revenue has taken special action to secure that it will be
in a position to watch expenditure throughout the year in order to make sure

_that estimated savings from time to time are brought prominently to their
notice,
r
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394, Chatrman.—Can you state in more detail what arrangements you
have got for watching expenditure from month to month ¢

A.—We call from the heads of departments for a quarterly statement of
expenditure giving details of expenditure under the principa)units, such units
as pay of officers, pay of establishments, and 8o on. The statement indicates a
running total which shows the budget estimate for the year, and it shows the
officers’ ideas at the time of probable excesses or savings during the year under
the various units. We also ask, of course, for an explanation of these probable
excesses Or 8avings.

395. Q.—By what date after the close of each quarter ¥

A.—The time we have prescribed is five weeks from the date of the close of
each quarter. We are now receiving these returns.

396. Q.—Are you satisfied that monthly returns are not necessary ?

A.—Certainly in the first half of the year I think monthly returns would be
almost & waste of time. '

397. Q.—Are you satisfied five weeks is the minimum interval ?

A.—That was the figure we worked out. If it is thought necessary, we
could consult the officers concerned as to the possibility of shortening the time.

398. Q.—Would you not agree with me that the question is really one for
the Central Board of Revenue, whether they think they are in a position to
control their expenditure adequately and to meet the criticisms of the Auditor
General and this Committee with the available information they have got ?

A.—We will consider the question again.
Mr. Jukes.—These returns, which wre presented to the Central Board

now five weeks late, are they based on departmental figures, or on the Account-
ant General’s figures ¢

A.—I think I am correct in saying nn‘departmental figures.
Q.—They are not compared with the Accountant General’s figures !
A.—That point has slipped my memory.

Q.—1It is an important poirt if you are going to be judged by the Com-
mittee of Public Accounts on the Accountant General’s figures, if the depart-
mental figures do not agree with his.

A.—Our instructions do not lay down anything in connection with the
Accountant General. Our instructions are to work on departmental figures.

399, Chasrman.—Supposing there is a considerable adjustment, have you
any information as to its likelihood, so that you could prepare for it in advance
as & charge incurred by some other department on your behalf for example ?,
Do your arrangements provide for that being brought to notice ? .

A.—T think in most cases of that sort, the authorisation of the transfer
would be within our own knowledge. S
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400. Q.—But the authorisation of the transfer may be given several
months after the event ?

Mr., Jukes.—There is another point, that the authorisation of the transfer ®
may be given by,the Collector of Customs. In that case is it brought to your
knowledge ? It iz no good for the Collector of Customs to know what his
liabilities are ; it is for you to know what the liabilities are.

401. Chatirman.—Have you any reason to suppose that there is any large
difference between the actuals at the end of a particular quarter and the figures
provided for you in these quarterly returns {

A.—We have not any reason to suppose® that for the present. I have
not come across any such case.

402. Mr. lyengar.—You have not examined it to see if there is any 1
A~ will do that. ’

403. Chasrman.—The point is that this Committee must hold the Central
Board of Revenue responsible for watching expenditdte, and the purport of our
questions is to elicit the point whether you are satisfied that you are in a position
to fulfil that duty ¢

A.—It would be very helpful to have hints given as to the lines of inquiry
which we might pursue.

404, Q.—In other words whether such steps as you have taken are not
enough ¢

A.—1 will certainly look into that question of correlation with Aecountant
General’s figures, and particularly the question of book adjustments,

405. Q.—Also as to whether the time by which you get there reports can be
shortened. .

A.—1I think it is very unlikely we can shorten that very much. We
might for some places, but not for the whole of India,

406. My. Cocke.—The third point is whether it is not desirable to have
monthly figures for the second half of the year. Quarterly figures may be
adequate for the first part.

A.—We will certainly consider that.

407. Chairman.—Page 22 of the Ragoﬁ. The Committee desire to have
fuller information about the abolition of the posts referred to in the note.

A.—We did not possess that information in our records because at the
time referred to the administration was in the hands of the local Government,
but I have ascertained that the only posts abolished did not represent any
considerable sum. The posts abolished were at Karachi. They consisted of
four permanent and 13 temporary peons, and also a temporary reduction by
aix of the number of gate-keepers, who are men on perhaps Rs. 30 or 40 a
month.

408. Chairman.-—On page 24, at the bottom of the page, there is a defi-
cienoy of actual expenditure.

A.—We have no information on that poeint, Sir. In the Central Provinces
“the cotton excise duties are collected by tre“local Government on our behalf ;
, MI20Fin
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the Central Provinces Government wlo are our agents have not informed us

that they consider that the officer could not do his work correctly on the
amount of travelling allowance given to him.

409. Mr. A. Rangaswami Iyengar.—Have you any reason to think that
this is more than is needed and if 80 will you see that more is ndt spent ?

A.—1 venture to think that that is & matter thet really should be left to our

agents, the Central Provinces Government, being one of administration pure
and simple.

410. Chatrman.—Coming to Taxes on Income, the Committee desire to know
the reason why the additional grant was asked for ; you will see that the original
grant was Rs. 58,93,000, and the expenditure was Rs. 58,16,000 ; but a sup-
plementary grant was asked for and voted by the Legislative Assembly in
February 1924 of Rs. §,23,000, none of which was to all appearances required.

A.—The trouble here really was, Sir, failure on the part of the Board
of Inland Revenue to keep in sufficiently close touch with the progress of ex-
penditure ; the progress tﬁp expenditure at that particular time in the depart-
ment was a very uncertam faotor because it was just when a considerable
expansion of direct administration, through income-tax officers relieving the
local governments’ staff of income-tax work, was taking place, and conse-
quently proposals were made and money obtained in the view that during the
year the process of re-arranging the work would develop to a certain extent ;
for various reasons that development was retarded in different parts of the
country ; consequently there were savings which earlicr in the year it was not at
all possible to anticipate. One must admit that the Commissioners of Income-
tax might as the year wore on have kept the Board-of Inland Revenue better
advised than they did as to the progress of expenditure and then the anticipated
savings would probably have been taker -more fully into account before the
Assembly wak asked to sanction increased grants ; the Assembly were asked for

increased grants for a different purpose, which partly explains the lack of
correlation.

411. Q.—The statement which you have just made in regard to control of
expenditure applies to income-tax now ?
A.—Yes.

412. @Q.—And you have taken steps to secure control and will note the
observations that have been made ?
A.—Yes.

413. Dr. K. G. Lohokare.—Has the whole of the income-tax administration
béen transferred to your department ?

A.—We are still continuing the process.

414. Q.—In the case of districts which have not yet been transferred ie it
likely that these excess amounts will be found ?

A.—Very unlikely, partly bocause we are watching expenditure much
more closely and partly because we have done the biggest part of the job, and
only an ocoasional district here and there remains to be taken qver,
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. 415. Mr. A, Rangaswami Iyengar.—At page 25, your original grant for
Madras was Rs. 6 lakhs odd, the net grant sanctioned was Ra. 15 lakbs odd
and the actual expenditure nearly 16 lakhs. I want to know whether you are
unable to auticgfate this increase of mearly 10 lakhs over the original grant
made to you in March, and how it happened that you had to go for 5 lakhs of

supplementary grant to the Jlegislature and for 4} lakhs under the other head—
* modifications sanctioned by other competent authorities ’ %

.~ The excess expenditure became due under the head ¢ payments to local
governments ’ for income-tax work done by their staff ; that was not foreseen
when the budges of the year was framed. *

416. Q.—Could not this have been anticipated
A.—1I think it should have been to a great extent. ,

417. Charrman.—The Committee desire to know the reason for including

a lump provision of Rs. 3} lakhs in the estimates fog the reorganisation of the
Income-tax Department in Bombay.

A.—The expression ‘lump sum’ is perhaps slightly misleading to this
extent that the full details of the scheme for introducing special income-tax
stafl in districts in Bombay were worked out—the rates of pay and everything.
The only question of doubt was at what date in the course of the year the staff
would be introduced in the various parts. I have already mentioned that the
Commissioner of Income-tax failed to keep the Board of Inland Revenue:
sufficiently well advised of the progress of that development.

418. Q.—Is your explanation complete, because there is a statement here
that the full staff proposed to be entertained for which provision was made in:
the Budget was not sanctioned by the Government of India ?

A.—That is not correct, I understand.

419. Mr. Rangaswamy Iyengar.—What do you attribute the savings to ?
A.—To the date upon which the scheme was introduced.

420. Chairman.—Coming to page 29 of the Report, under Bihar and Orissa
there was an excess which was not regularised during the course of the year by
timely resppropriation, although a similar excess in the case of Burma was regu~
larised.

A.—That was a mere oversight.

421. Q.—With regard to the Ghazipur Opium Factory (page 35 of the
report) there is an excess of something over Rs. 80,000 ; that was not foreseen
in time or covered by re-appropriation %

A.—We had to send for information on that point to the Government of
the United Provinces who are our agents for the administration of the Opium
Departments, and the reply we received was as follows :— ’

The actuals to the end of February, 1924, did not indicate a higher outlay
than the amount budgeted for in the budget. The excess was noticed after
the close of the financial year and was due to adjustment in the March final
accounts of expenditure on: account of freight and manufacturing charges
, under the head Ghazipur Opium Factory to the extent of Rs. 80,000. They
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mention one single item here of Rs. 55,82] representing freight on o[?ium tes
turned from England in 1920, wrongly debited to Bengal in the first instance

and adjusted correctly after the close of the year. That is all the information
we have, ' '

422. Chairman.—That is & case of adjustment of a k'u:d which wes not
provided for by any method of control at the time ?

A.~Yes,

423. Q.—Will you consider that your present method would prevent a
similar recurrence ? You are not in touch with the Accountants General

A.—May 1 venture to suggést that a oase of that kind could not have been
foreseen by the Accountant General himself ¢

424. Q.—The freight at any zate you will know 1

A.—1It was debited in the books to the wrong department, and the mistake

was only discovered after the close of the year. It was brought to the notice
of the United Provinces Government.

Mp. Jubea.—That ia & question of accounts, The whole point hereis about
the control of expenditure.

Mr. Kaula.—Whether this was adjusted at the proper time or not, it re-
presents a Hability of the factory and the officers in charge of the factory ought
to have known that this was ﬁc‘:ing to be a charge against their branch. Under

your present system of watching the progress of expenditure would they be
able to control such expenditure ?

Chairman.—The factory officer could hardly be aware of thie.

‘Mr, Kaula.——He ought to have known, Sir, that the stuff was being carried
for him and he muet have known that he would have to pay the bill at some
stage.

Chairman.—1 agree on the general point that the factory officer ought to
know his liability so far as the actual expenditure is conoerned.

425, Chairman.—Page 36 of the Repart. There is a provision for expen-
diture in England of 27 lakhs while the actual expenditure was only Rs. 2,96,000.
What is the reason for this reduced expenditure in England ?

A.—The reason for that was that it was decided after the Budget had
been prepared that the High Commisaioner should bill the Local Governments
direct for the cost of stamps shipped to our Controller of Stamps on their account
instead of the cost of the stamps being firat of all debited to the Oentral Govern-

ment and then debited by the Central Government ta the Local Govern-
ments,

426. Q.—Page 161 of the Repart. Refundsunder India. Have you any
explanation of the reasons first of all for the large increase in the refunds over
the Budget and secondly for the absence of a supplementary estimate ?

A.—As regagds the explanation given in the faot-note on page 161, we have
of course given instructions to all officers under the Board that refupds do
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require appropristion in all cases, Thal appears not to have been fully realised
by the Commissioner, Northern India Salt Revenue.

427, Chairman.—There was, I think, @ change of practioe in the course ®
of the year regapling refunds as voted 1

A.—1 believe so. As rega,r:il the amount of the refund, that is-the result
of wide speculation, Our officers could not really caleulate the amount;
because it depends on the amount of speculation. Indents are put in for salt

and merchants deposit the duty. Qoccasions arise when the duty deposited
is in excess of the duty on the salt actually removed. )

428. Q.—You are not in a position to frame satisfactory estimgfeg j
A.—1t is not possible to frame accurate and satisfactory eacunm of
refunds. .

429. Dr. Lohokare—The original grant is Rs. 2,60,000., The excess is
Rs. 3,47,000, It is more than 100 per cent. of the osiginal grant.

A.—Payments of salt duty are quite erratio. This is {llustrated by the
fact that in the month of March, 1924, the first mounth after the duty was re-
duced from Rs, 2-8-0 to Rs. 1-4-0, the Northern India Salt Revenue Depart-
ment collected Rs. 164 lakhs, which was more than what they collected in the
previous 11 months although the rete was double.

430, Chasrman.—These are indents for salt which will not be delivered for
& year or 18 montha ¢ :

A.—Yes, and possibly many of them cancelled being speculative. Obvi-
ously, in this instance, it wes speculative. During the previous March we had
only 7 lakhs. .

431, Q.—I think we should bring to the notice of the Department the
importance of endeavouring to frame reasonable estimates in futire.

A.—We will do our best, but it is very difficult. This is more like receipts
than expenditure.

My. Kaula.—~Do you get reports of progress of this expenditure also. ¢
A.—Yes, I think so.
432. Chasrman.—The progress of this expenditure is being watched ?

A.~As I bave just illustrated, oircumstances may happen which make any
progressive figures absolutely worthless, So far as we can, we watch.

433, Mr, A. R. Iyengar—You mest to say that there is no use watching ? -

A.~Wae are watching. But we must be prepared for serious mistakes or
rather miscaloulations.

434. Chairman.—There is an explanation on page 163 which says that the
reduction is dus to the transfer of the provision from “ Voted ” to * Non-
voted ' 0 which the charges wery debited. We drew the attention of the
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Accountant-General to the fact that it (wau not a very illuminating note. Can
you explain it ?

A.—The only explanation I can give, Sir, is that the original badgeting
of salt refunds in Caloutta as voted was a complete mistake. * Practically the
whole of the salt duty in Bengalis collected as a customs duty ; refunds are

governed by Statute and are therefore non-voted. They should not have been
budgeted as voted.

435. Q.—Non-statutory refunds are voted ?
A.—Yes. c

436. Q.—Would you suggest that the difficulty could be removed by
making salt refunds statutory ?

A.—1 think that would be an excellent solution,

437. Q.—Is there any,objection to that ¥ Have you considered it ?
A.—1 do not think we have considered it.
438. Q.—Is it worth considering ?

A.—Tt is well worth considering. We shall certainly take that up.

439. Q.—Page 13 of the Audit report items (xvi) and (xvii). We would
like to have fuller particulars. This was a case where a sum required to buy a
boat was drawn on March 29th, 1923, but the boat was not delivered till June.

F]

A.—These matters were disposed of by the Government of Bombay who
are in charge of the Salt Department, Bombay. If the Committee desire, we
will ask the Government of Bombay to give fuller particulars.

440. Q.—What particulars have you there ?

A.—We have the formal advice of the Government of Bombay that they
had sanctioned these payments.

441, Q.—The statement is made there that ‘ the receipt taken in the first
instance was merely to avoid enquiries from the Audit Office.” Has any -
disciplinary action been taken ?

A.—The only action that I am aware of is what is mentioned in the Audit
Report—that the Salt Officer was warned.

442. Chairman.—Does the Committee desire to follow this up ¢ Can you
give us a further explanation ?

My, Lioyd.—The Government of Bombay were in charge and they disposed
of these matters. It might perhaps help the Committee in deciding on
the matter if I were to say that the proposal for transferring the administration

of the Salt Department, from Bombay ¢0 the Central Government, is in an
advanced stage.

My, Kaula.—The Government of Bombay had censured the officer and
some months subsequently they withdrew the censure. That is the subsequent
information obtained from the Accountant General, Bombay.
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443. Chairman.—We found that the censure was subsequently withdrawr,
Have you any explanation ?

A.—I have no explanation.
Chairman.—I think we had better have an explanation of this case.

]

444, Chairman.—Pages 101 and 102 of the Audit Report. You have
there that a certain gentlemarf was appointed as an Assistant Engineer at
Sambhar. That appointment was made without the previous sanction of the
Government of India. There is also (g). These are caces of clear irregularity
of a particular officer. Have you any information to give on these oases ?

A.—The Commissioner of Northern Ind%h Salt Revenue has examined
these cases very carefully with reference to the records. He reports that in
his opinion there is not the smalleat ground for suspecting that the officer
concerned paid these officers on abstraet contingents bills with a view to
concealing their irregular appointments, that he had no idea that the
appointments were irregular, and that thereforg there was nothing to
conceal. The facts olearly show that he honestly gelieved that the 234 per
cent. allowance for establishment and toolsand plant was at his disposal for the
employment of such staff as might be found essential. He asked for a suitable
assistant from the Public Works Department and the Commissioner, Northern
India Salt Revenue in supporting that request remarked that it was not neces-
sary to find funds because the cost would be met within that allowance of 23}
per cent. for establishment and tools and plant. The Government of India were
unable to obtain him an assistant from the Public Works Department and it
was suggested that he should look out for & man himsclf. Then he found men
and took them on and, possibly mislcd by the remark that it was not necessary
to find funds to meet the cost of this cntertainment, he proceeded to pay them
out of the 234 per cent. without getting specific sanction.

445. Chasrman.—Your explanation transfers the blame from the En-
gineer to the Commissioner 1

A~—No, Sir. The Commissioner’s remark was ocorrect. I have
endeavoured to show that the officer may have misunderstood his remark.
The Commissioner did not say that sanction was not necessary.

-My. Kaula.—The officer was an officer of the Public Works Department ?

A.—Yes,
Q.—He was not a junior officer
A.—No.

Q.—Do you believe that the Public Workse Department would condone
the conduot of an engineer of theirs who engaged an officer on such a high rate
of salary out of a lump sum grant ?

A.—1I am afraid I cannot answer that question,

Q.—1Is it the custom of any department to pay officers’ salaries on con
tingent bills 7 Is it the experience of any officer ?

A.—With regard to payment on contingent bills I might point out that
k. the Commissioner, Northern India Salt Revenue claims that there wes a genuine
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though mistaken belief that the payment of outsiders on contingent bills was
correct. He also observes that the Accountant General Central Revenues did
not raise any objection to such payment although details of the charges were
given to him for some oconsiderable time, so that they were allowed to oontinue
in this misapprehension.

446. Chairman.—In view of the nature of these remarks on the action of
this engineer I would like to ask whether it is not a fact that this particular
officer was thanked by the Government for his services in regard to Sambhar {

A.—His services were regarded as remarkably valuable to Government.

447. Q.—And there is no question of anything except an irregularity
which has been explained ?

A.—That is what ¥ have been trying to show. He may have been eutting
the Gordian knot rather too freely but he was doing it absohtely in good faith.

Mr. Kaula.—Are these the only irregularities that have been brought to
light against this officer ? )

A.—There are other irregularities that will probably come fn next year’s
accounts,

448, Mr. Rangaswamy I'yengar.—I believe this officer was put on to carry
out works worth about half a crore of rupees ?

A -'—Yesu

449, Q.—In regard to this expenditure of half a crore of rupees, not caly
have these two instances come to the notice of the Public Accounts Committee
but several other instances which will probably come in subsequent years

A4.—Undoubtedly.

450. Q.—And how long has he been in public service ¢

4.—1 could not answer it.

451. Q.—I dare say 20 years ?

A.—Probably. .

Mr. Raula.—He was an Executive Engineer when I inspected his office in-
1912-13 in the United Provinces.

To Chairman.—He has now left the service.

452. Mr. Rangaswamy Iyengar.—He retired and you re-engaged him
when this sum was put in his hand and he simply went on cutting the Gordian
knots.

A.—T think he had a misconception of the amount of control, the extent
to which he ought to bring kis work under regulations and he thought he had
a freer hand than he reslly hed.

453. Q.—However valuable his services may be he threw all the finan-
cial rules to the winds in expending money ?

A —That is perhaps an over-statement,
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454. Sardaer V. N. Mutalik.—1Is it d’esimble to re-engage such officers who
Have retired from service §

A.~T do not think it is correct to say that. He has retired since com- @

pleting his worka He had been on military service. I think I am correct in
saying that his connection with the Public Works Department was only inter-
rupted by military service. °

456. Q.—He was expected to know all the financial rules %

A.—Of course, the ordinary experience of the Public Works Depart-
ment was not quite parallel with the kind of*work he was put on to do. I
am afraid the olficer had left before the Central Board of Revenue came into
existence.

456. Chairman.,—Was he relieved of his responsibiﬂties at a stage when
this fact of his afection for cutting Gordian knots too freely was brought
to the notice of the Northern India Salt Commissiondr ?

A.—I am sorry to say that the most important matters are those which
arcnow under investigation and which as I have mentioned will probably come
in next year's report, and I have not studied the cases with sufficient care to
answer that question.

457. Q.—My question is whether ther: is not reason to think from the in-
formation we have before us that the Commissioner, Northern India Salt
Revenue did not exercise such control over this officer as he should have done,
I do not want you to answer it. The question is open.

(Witness did not answer).

458, Mr. Ramga:wamy Iyengar.—May I take it that the question of
disciplinary action as against this officer or of any action as against any super-
iors who ought to have controlled his actions will be reconsidered when the
other matters which are now under investigation will be reported to the Publio
Acconnt: Committee next year ?

A.—Undoubtedly the case will be considered when the matter comes
before the Government of India.

4569. Q.—On the question of disciplinary action we have yet to await
furthes report ?

A.—Yes. The present is a comparatively minor matter in a way so far
as the amount of money concerned goes.

460. Chairman.—The last point is the very important one raiced in
peragraph 29 of the letter of the Auditor General to the Governnenv of [ndia
on the nsufficiency of audit of the receipts of the Customs Department.
The Auditor General says, ‘* Serious irregularities have come to light at all
Customs Houses, and in Calcutta frauds have been perpotrated on the
revenue which are more serious than any which have occurred in the Depart-

. ment for a generation past. I know of no branch of Government activity in

o1l 20Fmn
®
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which there is more need for an imprdvement of the system, and organiss-
tion of internal check, than in the Customs Department.” What do you
say.

A.—With regard to those Iast words I am sorry I do not see eye to eye
with the Auditor General. It is quite possible that other departments might
be in & worse position, and that it is only bocause this department alone
is subjected to an audit of receipts that the need for improvement has come
to the Auditor General’s particular notice.

461. Mr. A. Rangaswamy Iyengar.—The Auditor General looks into
the accounts of the provinces, Jand revenues for instance and he ought to be
able to judge between the different departments.

Myr. Jukes.—The answer to Mr. Lloyd’s remarks is quite obvious, that the
scope for malpractices in the customs is ro much greater than it is in any
other part that it is far more essential that there should be an improved
staff. °

462. Chasrman.—Mr. Lloyd, you will have to produce s better defonce
than that.

A —That is not by way of defence. I said that only with regard to the
rarticular sentence of the Auditor General’s letter. I am not attempting to
make it & defence.

As regards the general question the Auditor General and the Central
Board of Revenue have had discussions regarding the system of internal
check in the Department, but I think it was agreed that the first direction on
which money when it became available for improving arrangements should be
spent was in improving the executive work, and also so far as the existing
internal cheek or internal audit was corncerned, in making it efficient upon
existing lines. When that has been done the time will come to proceed
further with measures which we have discussed for future lines of action, such
as having the internal aundit of the Department directly under the Central
Board of Revenue.  But developments on those lines are going to be expensive
and we had a certain amount of doubt as to whether we should be able to
get very large sums out of the Assembly. Therefore we felt it desirable first
of all to go for improving the efficiency of tho staff on existing lines. Reference
is made here to frauds. With regard to the frauds mentioned here it is my own
dufinite conviction that there is a far less chance of that particular kind of fraud
being detected by audit than by an improved supervising staff.

Myr. Jukes.—That is internal check.

A.—What we want is improved staff in those departments which we regard
in the Customs Houses as being the executive departments hemselves, and
not those which we call the audit d. partments. My reference was to reorgani-
nising those part’cular audit departments. As regards the inte nal check,
which is to be obtained by improving supe vision, we have largely used the
facts of the unfortunate events in Calcutta as an argument for inducing the
Assembly to allow us to give a considerable increace in the staff at that port.
During the last year we have increazed the number of appraisers by 8, and we
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have also strengthened the clerical s%aﬁ of the appraising department at
Calcutta. 'We havealso had to ask the Assembly to give us funds for increas-
ing the staff of appraisers at various ports. Then another very important e
point in connection with the supervision of work is to keep Collectors of
Customs fully subplied with an adequate staff of Assistant Collectors. Until
tecently it could not be claimed #hat the Government of India had done that,
but during the last year we have obtained permission to make arrangements
to fill vacancies when men are on leave by officiating appointments so as to’
keep that particular portion of the supervising staff up to its full numbers
during the year, and I personally attach great importance to that. Take a
Customs House like Calcutta. Hitherto, even apart from one dark period
during the war, when I was myself in sole charge of appraising as Assistant
Collector, and had to take charge of the Preventive Department as well, the
shortage has been very acute. Hitherto we have often ot been able to have
more than one man in charge of appraising. I think at least two are necessary
there if it is to be possiblerfor Assistant Collectors todo the amount of depart-
mental supervision which they should do in the course of their work. I
referred just now to the increase in the number of appraisers. That is of
course increasing the purely executive staff, but it also includes an improve-
. ment in supervision because we have provided for some additional appraisers
for supervising the work of the examining officers on the jetties and on the
wharves.

Now if I might turn to our existing internal audit departments, that
particular form of internal check which is concentrated in a department
that scrutinises documents after the transactions are complete, we have
asked and obtained the Assembly’s permission to make considerable improve-
ments in the staff which we employ for that work. The audit department of
Calcutta has been increased numerically by 14, that at Bombay by 8 during
the last year, and we have also taken great care to see that we get an adequate
proportion of upper-division men assigned to this work.

463. Sardar V. N. Mutalik.—Is it a fact that the frauds in the Customs
Department are due to want of disciplinary action # That you do not take
proper disciplinary action ?

A.—As the result of the particular frauds mentioned here,—I cannot
remember the exact numbers—three or four appraisers were dismissed and.
four or five examining officers were dismissed from the service. The cases
were such that it was not possible to prosecute them in the criminal courts.

464. Q.—Is proper control exercised ? Because I think control by the
Audit Department is not proper control over a department like the Customs
Department ¢

A.—1 have been trying to say that we have concentrated on improving
the control in the executive department.

465, Chavrman.—I think I am right in saying, Mr. Jukes, that the
decision was not to demand an increase in the audit staff, but to call for an in-
crease of the kind Mr. Lloyd was mentioning ?

Mr. Jukes.—We might want both, but the main point dealt with in this
paragraph was the internal.

o
]
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466. Dr. Lokokore.—Have you made any estimate of the excess grant
which you require for the improvements you require 1

A.—We have not worked out future schemes on & somewhat laxger scale.

467. Mr. Ahmed Ali Khan.—Do you think merely having a larger number
of appraisers would improve the position ? Or is it an improvement in the
.quality of the men that is wanted

A Tt is difficult to find better sources for recruitment than we have.
If we use our existing scales of pay properly, we ought to be able to get a good
quslity of appraisers. In my opinion there has been too much willingness
to keep the more subordinate staff contented by promoting them as a matter of
routine to the appraising department. On that the Central Board of Rev-
enue has already expressed very strong views to the Collectors of Customs.
But I think the rates of pay are adequate to attract the right stamp of man
if & considerable proportson of diroct recruitment is made. That is the end
towards which we are working now. I also mentioned that appraisers them-
selves do a certain amount of supervising work in connection with the work
of those under them, the examining appraisers or examining officers as they
are oalled.

468. Dr. Lohokare.—Is there any system by which you are examining
the acoounts ?

A.—The frauds were not accounts frauds ; they were appreising frauds.
There were two kinds of cases, first where appraiscrs were in touch with par-
ticular importers and in return, as we believe, for bribes, they assessed vaives
on goods at zather below what was the correct value. That is not an accounts
matter. Integrity in supervision and immediate watching or checking by
‘men who possess expert knowledge is what the Auditor General wants as
«one of his proposals.

. My, Jukes.—You say accounts check, but is the general sorutiny of acoounts
by experts a thing which leads up to detection in these particular cases

A.—In these particular frauds I beg leave to doubt if any audit depart-
ment or checking department, working after the assessment takes place, and

not working on the spot as now proposed, could possibly detect the mistake.
Market values vary.

469. Chairman—Q.—Does the separation of accounts and audit afect
this question ?

My. Jukes.—To a certain extent on the expenditure side it affects Customs,
but the expenditure side of the Customs work weighs in the financial :ca'e
little comyared with the revenue side.

470. Chairman.—It does not really touch this ?

A.—1It does not really touch revenue.
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4T1. Chatrman.—Summing up, you: answer i8 that you have taken some
steps to strengthen the department, especially the supervision, and increased
the number of appraisers with a view to improve the internal check, but that
you have not yef taken any steps to strenghten the audit staff ?

A4.—We have taken steps to strengthen but not to reorganise the audit
stafi. We have strongthened it very considerably as I mentioned.

472, Q.—Would you say you are generally satisfied that the steps you
have taken are sufficient to meet the Auditor General’s criticiams

A.—No, I could not say that; T think this is a matter where there
is almost unlimited soope for improvement, It is a question of balancing how
far one is justified in asking for the money.

473. Chasrman.—Is it only a question of additionaf money for additional

staff ¢
[ ]

My. Jukes.—From my point of view I would say po, I think improve-
ments in the system are possible,

474, Chairman.—Is the question of improving the system under consi-
deration ?

A.—That is under disoussion.,

475. Mr. Rangaswamy Iyengar. —Would not a proper system of

studying varying receipts from time to time by the proper accounts officer
disclose to you the manner in which the frauds are done ?

A.—Not if the frauds are carefully dore. -

476. Q.—Would not a more efficient set of people in charge of revenues
be able to prevent these wholesale frauds ooourring $

A.—T think it is exceedingly unlikely ; I think almost impossible. Would
you not agree, Mr. Jukes ?

My. Jukes.—1 think if you could get a man who was an expert both in
acoounts and customs matters, he would know the pomts to which to direct
his attention and to watch, and if he made his examination quickly enough
after the event he might deteot the fraud.

A.—These frauds were detected after information and led to the dis-
missal of the offivers.

471. Dr. Lohokare.—Do you transfer these officers 1
A.—Not from port to port.

Chasrman.—1 do not think we can get any more information from
Mr. Lloyd.

{The Committee then adjourned.)
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Evid_enée taken at the eifhth meeting of the- Public
Accounts Committee held on Friday, the 1dth August

‘ 1825, at 3 p.m.

PRESENT : «

Sir BasiL Brackert, Chairman.

Mr. AaMaD Aut KHAN

Sirdar V. N. MutaLix

Maulvi Syed MurTAzA S-heb Bahsdur

Mr. A. RaNcaswami IvENGaR Members.
Mr. M. WeBB

Mr. H. G. Cockk

Kumar GANGANAND SINHA. J

Sir DENYS Bray, Foreign Secretary, examined.

478 Chairman.—The Committee understood, Sir Denys, that you wished
\ to put before therp certain facts in connection with the loss of money described
in paragraph 3(i7) of the Audit Report of the Accountant General, Central

Revenues.

A.—The positicn really is this, that the audit repert as it stands, though
taken from extracts from our files represents, on the whole, one of our officers
in a very unfair light. Aspersions have been made against Sir Armine Dew
which are entirely undeserved. The facts briefly are these. Fort
Sandeman is a little tiny bazaar in the north of Baluchistan, south of
Waziristan, }60 or 170 miles away from the railway, peopled by a lot of petty
traders who serve the needs of the small garrison and the needs of the sur-
rounding tribes. As the committee may imagine, even in the best of times
there is some difficulty on our part in keeping a small Hindu community like
this cut off by 160 miles from the railway contented and happy and doing
their work. In the Afghan war in June 1919 there came down upon Fort
Sandeman a horde of Afghans, tribesmen from Waziristan and—I am sorry to
say—our own tribesmen too. The garrison was s0 small that it was unable to de-
fend the whole town, and a large portion of the bazaar was burnt to the ground
ransacked and a iot of Hindus were left homeless and very much on the road.
Now, Sir Armine Dew who was Agent to the Governor General at the time had
the very difficult task before him of restoring confidence in the Zhob. It had
been overrun a8 I say by the enemy ; the bazaar was in ruins and ashes and
everybody thought that the government was going to abandon Fort Sandeman ;
there was a general lack of confidence. The poor Hindus lost their all, and the)’r
would not, without outside help, have thought of trying to resettle themselves
in Fort Sandeman. In these circumstances Sir Armine Dew said to Govern-
ment “ I want you to give me one lakh of rupees .” Now, apart from red-tape
business what he meant to say was this: “ Give me a lakh of rupees and I will
rebuild the bazaar, I will get the Hindus to reopen their business and you will
be saved firstly, an expensive expedition in restoring confidence because the
fact that we have got the bazaar going again will be a sign to the outside world
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that we mean business and we do not mdan to budge . He said further ““ You
need not be afraid of your money ; I only want one lakh now which I shall get
later out of the tribesmen who were responsible for this business ”. Well, the
bazaar was rebuilt ; some of the money was handed over to the Hindus them-
sclves to rebuildetheir houses—some of it was given by government agency ;
the Hindus went back—-the Hindus who had lost not one lakh but about 4 to 8
lakhs of rupees went back, set up again and the bazaar is now in being. Confi-
dence was restored and we were spared that expedition in Zhob which at one
time I myself thought would be inevitable. In other words from our point of
view, from the only point of view of men of action, 8ir Armine Dew’s policy
was not only extremely sound but of great valwe to government.

Now what happened was this : Sir Armine Dew sent in a telegram (as
Sir Basil Blackett has said—and this is one of the few things on the file with
which 1 am in agreement—S8ir Armine Dew is a muchy better frontier officer
than an accountant) : to say “ Kindly authorise me to draw from the treasury
one lakh as an advance without interest to enable Fort Sandeman Bazaar to be
rcbuilt. Amount will be recovered in instalments %¥rom the tribesmen con-
cerned.”

The Finance Department who could not realise that a man like Sir Armine
Dew could possibly send out a proposition which was not on all fours with the
Accounts Code rushed to the conclusion-—God knows why—that what he
wanted was an advance to be given to the Fort Sandeman Local Bazaar Fund—
some piffling little fund that had been started there; and by some extra~
ordinary manner of means they thought this bazaar fund was going to be
credited-—surely against all accounts codes—with a lakh of rupees to be
recovered hereafter from the erring tribesmen, chiefly Afghan. So the
amount was given on those terms : the advance was apparently given against
this extraordinarily little bazaar fund, and eventually everything would
have gone on all right—only unfortunately we found that we could not
recover any money from the tribes, for three reasons : We could not recover
from the Afghan tribes who were the main culprits because government had
made peace with Afganistan and we had omitted thisitem! we could not
recover from the Waziristan tribes because we were then engaged in a long
and most expensive punitive expedition against the Mahsuds and Wagzirs and
they were being punished so heavily that obviously no more money could be
gotout of them., There remained a small fraction of the local Zhob tribesmen,
and for various causes--scarcity and what not—we found that we had to wipe
off the 20,000 or 30,000 rupees that we proposed to put in fines on them.

T hope need not go on further ; there have been curious misunderstandings
in this case, Then, when 8ir Armine Dew had left, his successor was called
upon by the Finance Department to explain. He replied that in effect it
amounted to an advance to the tribesmen to pay off the damage done to the
bazaar. It was an inadequate explanation and—I am ashamed to say—it
was swallowed in our office. Then when we found out the facts another mis-
understanding arose ; we came to the conclusion that Sir Armine Dew was not
only not to blame but had done extremely well ; we sent over our file to the
Finance Department; we all thought they agreed that as no blame rested on
Sir Armine Dew the matter would be passed on to the Accountant General,
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Central Revenues. For some resson tHoy did not so pass it on and the result
is in this report here. What I would like the Committes to do is in their
. minutes or otherwise to record the fact that they have heard me and that they
are satisfied that no blame whatever attaches to Sir Armine Dew.

479. Chatrman.—What you say of course will be part of the evidence.

A.—1 am most anxious that it should be.part of the evidence; I do feel
this very strongly. Here is a man who has been an extraordinarily good
frontier officer but who is very bad at self-expression. I never saw a man who'
was so bad at expressing as himself. T was not here at the time—otherwise
I would have asked him Wha.t exactly do you mean ?”” I would say this,
and this is the one point I want to make : it is quite clear to me that had Sir
Armine Dew wired in to say ‘“What I want is a lakh of rupees to rebuild the
bazaar ; you may never see a penny of your money again, but I want it and
I must have it ; and if $ou do not give it you have got to face very much larger
financial consequences.” I have not the slightest doubt that, hard-hearted
as the Finance Departmept is, they must have found the money.

All T want out of this long rigmarole is just a statement in your minutes
to say that you have heard the facts of the case and you are satisfied that no
blame attaches to Sir Armine Dew. ‘

480. Mr. Iy-ngar.—I am quite satisfied on the statement of facts that you
have made that this frontier officer only committed a mistake in asking for a

loan and that he should have asked for a grant ; the committee take that, but
what we want to know is why you should blame the audit officer for exer-
cising his obvious duty ; there isa statement made here: * When the late

.gent to the Governor General asked for sanction of the Government of India
to the loan in 1919, he should have clearly explained his intentions and had
he done soit is extremely doubtful if the Government of India would ever
have agreed Yo the loan.”

A.—That is, if I may venture to say so, & misstatement of opinion ; I am
sure the Government would have given it.

481, Sardar Mutalik.—Q.—1 want to ask you what was the original inten-
tion when the advance was made ?

A.—The original intention of Sir Armine Dew was this :—The
Hindus themselves could not have built and would not have built their
houses ; he wanted to get the money into his own hands to make his own
arrangements for the rebuilding of the bazaar and he was saying to Govern-
ment what after all the British Government said to the British people ‘‘ Never
mind ; reparations are coming ; reparations will cover all this.”

482. Q.—Did he really expect the tribesmen to pay up all this money ¢

A.—I myself was not here at the time ; but certainly at the time we were
carried away with the same optimism that seized England and the whole of
Europe.

483. Q.—May I know how many times you have succeeded in getting re-
parations of this sort ?

A.—1It is a weekly occurrence. Sir Armine Dew really said * Advance
methe sum.” If you know Sir Armine Dew as well as I knew him, you would
have known there was a lot of virtue in that “ me.”
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484. Q.——All along it was your inteition that it was.a loan ?

A.—1 believe it came to our notice in 1923 that the whole thing was based
on a misunderstanding.

485. Q.—It was a case of misunderstanding ?

A .—Entirely.

486. Q.—I hope you have tiken steps to remove any misunderstandings
and that you have instructed your officers accordingly ¢

A.—Yes.

487. Mr. Ahmed Al Khan.—Why did you not succeed this time in re-
covering the money from the tribesmen ¢ *

A.—1 have tried to explain. Of the three culprits, one was Afghanistan ;
we made peace with Afghanistan and in making that peace we unfortunately

forgot this little incident ! Then there were the Mdihsuds and Wazirs of

4

Waziristan who at this time and for many years after were subjected to very
severe punitive expeditions. There remained the locad tribesmen who had had
a series of seasons of scarcity ; they had only to pay 20,000 or 30,000 rupecs
and we found that it was not advisable to continue the campaign against
them and that we should have a clean slate. '

488. Q.—What time did you discover that this amount could not be re-
covered ?

A.—1 believe it was in 1923, but I am not quite sure ; Mr. Rau has a
wonderful memory, I believe, and he could give the information.

489. Q.—Was there any suggestion in the Agent to the Governor General's
letter that this money should be given in the account of the Bazaar Fund ?

A.—No, not the elightest ; I may say it was a bright mind in the Finance
Department that first thought of it. -

Mr. J. E. Jukes.—1 only want to make one remark. T ruggest that Sir
Frederic Gauntlett merely made this particular item a peg on which to hang
the suggestion with regard to action being taken agamst pensions of retired
officers. I think 1 am perfectly justified in saying that I do not think -Sir
Frederic Gauntlett intended to suggestthat this particular action shovid be
taken in this particular cace. He chose it as a peg on whichto hang the
general remark merely. The other thing that I wish to add is this, thatif I
had had te make this suggestion I should not have chosen this particular case
on which to hang it—a case in which two departments were at least as
much to blame as the Chief Commissioner. The Finance Department might
have known, but the department which ought to have known, was the Foreign
and Political Department.

8ir Denys Bray.—If 1 had been the Head of the Department then, we
would have probably known.

(Sir Denys Bray withdrew—Mr. Copeland, Reveruve Commissioner, North
West Frontier ezaminel).

490. Chairman.—-Let us begin with the savings and excesses on page 166
of the Report (total Budget 102 lakhs, total expenditure 96 lakhs). Is there
any general explanation of the saving continuing ?

M120Fin
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Mr. Copeland.—Yes, to a certain extent I think there is—to a lay man like
myself perhaps the accounts in columns 4 and 5 are in a particularly unintellig-
ible form. Column 4 represents various lump sum grants— as a matter of fact
it does not represent all the economies which were made in the frontier budget on
the recommendation of the Retrenchment Committee. Where it was not pos-
sible to reduce expenditure by that amount, rewppropriations were made within
the province and it is these figures in column 5—they actually represens reappro-
priations.

491. Chasrman.—What we are interested in mainly are the savings in the
last column—what is the explafation of considerable savings as compared with,
the grant ?

A.—1 wish to point out that column 4 does not really zepresent additions in.
that way. The addition to the whole budget was only Rs. 32,000. It
was mainly an effort to make savings on other sub-heads.

492. Chattrman —TH® saving of Rs. 64,000 under the land revenue head
—really Rs. 81,000 as compared with the original grant : was it due to under-
estimating ? ’

A—1 do not think so. The settlement started late in the year. The
settlement officer took over on the 1st 8¢ ptember 1923. In the Punjab there
is a permanent settlement Department and every settlement is done by a trained
settlement staff. Our settlement officer had to work up his own staft and
realised that it was useless recruiting up to the full stremgth of his staff : that
explains the lazge saving in establishment.

493. Chairman.—In Head No. 8—Forests, there was a saving as com-
pared with the grant. Can you give an explanation ?

A.—That was with an idea to economy. The Frontier Province do their
own exploitation. When the timber market collapsed, they decided to cut
dcwn operations very largely instead of cutting a lot of timber which they
could sell at very little more than the working expenses.

494. Chatrman.—Taking the savings as a whole, they really represent
attempts at retrenchment following the Inchcape Committee’s recommenda-
tions ?

A.—Yes; for instance, one of the fairly large items was putting off the
revis on of Munsifs’ salaries.

 495. Sardar Mutalik.—Have you any general information as to how yoa
effected those cuts following the recommendations of the Retrenchment
Committee : did you save for the year, or did you make permanent savings ?
1 understood from the statement that you made that you made cuts only
for the year.

A.—To some extent I am sorry ib say the savings are still permanent.
For instance, as regards education, we closed in the one year no less than 125
sehools. Very few of them have been reopened yet. Under Veterinary, for
instance, I .am sorry to say Government, or rather the Local Boards who
get grants-in-aid, could not afford to go on keeping stallions and bulls—
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they were made over to wealthy Zamiotlars. The zesult is that most of them
have since died. ' :
496: Sardar Mutalik.—I should like to draw your attcntion te foresta:,

it was not 8 perrganent saving ¢

A.—The Retrenchment Committee so far as I am aware did net make eay
out under Forosts. The cut under forests was a savirg for that ycaroply. 1he
bulk of it was economy in their own operations. When the timber market is
favourable, it is & paying proposition ; when it is not, it is much better te drop
the thing for the year. -

Chasrman.—For the year it was & good economy although not a permanent
one,

497. Kvmar Ganganand Sinka.—What do you say alout police, is it
permanent ? ¢

A.—To a certain extent it is pormanent—for instance re special guards
on railway trains, and so forth, but on the whole it%s not & permanent saving.

498. Q.—You do not anticipate any great fluctuation in the near future?

A.—No, I hope not.

499. Chairman.—Can you give us an explanation of the savirgof Rs. 54000
in the superannuation grant 3

A.—That is I believe largely an accounts matter. Asa rule the Fronticr
Province is largely a creditor province. The Accountant General is still
wrestling with those figures. As a matter of fact it usually receives a crcdit
of Rs. 40,000. Rs. 52,000 were transforrod to another head. It was purely
an accounts matter.

500. Chairman.—1I sce that it is meinly due to & deduction, fiom the total,
of the charges dcbitable to the irrigation dcpartment. Turning now to tke
remark on the top of page 171, could you explain to us what is the system of
control over progressive expenditure now in existence ¥

A.—The fact is that certain recommendations which the Auditor General
made 1n November 1923 did not come into force till the 1st April 1924 so that in
this year the Heads of Departments were to a certain extent ignorant of what
savings there would be towards the end of the year.

The new systcm is exactly in accordance with the recommendations in
that letter of November 1923, that is to say the disbursing officers send in
monthly stataments by the 7th of each month. The Head of the Department
watches the expenditure month by month. A consolidated statement gees to
the Accountant General and the two sets of figures are reconciled, so that there
ought to be & great improvement duting 1924-25, and 1925-26 ought to be
working nicely.

501. Q.—Does that come up to the Foreign and Political Department
here 1

A.—1 think the Chiof Commissioner corresponds direot with the Accountent
‘General,
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Mr. Higgs.—The question of it‘eoming up to the Foreign and Political
Department is now under consideration—it will probably come up to the -
Department. .

502. Sardar Mutalik.—From the point of view of contrel, are there definite

steps taken ? .

Mr. Copeland.—A. Expenditure is carefully watched now. I myself
_wrote to a certain officer asking him to let me know at once the absolute-
-minimum with which he ceuld carry on till the end of the year by the 7th of
each month.

603. Mr. Rangaswamy Iyengar.—Has your attention been drawn ge-
nerally to the large number of cases of irregular expenditure reported from the
North-West Frontieg, Province, and if so have you taken any special measures ?

A.~1I am afraid I have not read the Audit Report. I was told I was
coing to be examined on,the Appropriation Report. If you give me one or two
instances, I shall try to answer the question.

504. Chairman.—There is a suggestion made by the "Auditor-General
ihat a separate accounts office should be opened at Peshawar in the North-
West Frontier Province. Have you any views on that ?

A.—The Chief Commissioner was not informed as a matter of fact that

- this subject was coming up and I therefore cculd not take his instructions.

This very proposal was very strongly pressed in 1921 when Mr. Dewar was

Accountant General and the proposal went o far that the strength of the staff

was fixed, site for buildings was ashed for and s0o on, Then it was suddenly
dropped in 1921. My office file does not show why it was dropped.

Mr. ..; tkes.—There was no money available for buildings.

505. Sardar Mutalik.—About budgeting, we find that generally the
budgeting of the North-West Frontier Province is not properly made. There
is ulways over-estimating. 1 base this on the year we are considering and also
on the last year. Have you taken any steps to sec that the budgeting will be
properly done next year ?

A.—So far as 1 know, the budgeting is based on pastactuals. As a matter
of fact, in one or two instances here, figures are still keing reconciled.

506. Sardar Mutalik.— There are many instences of over-budgeting. Lust
year I noted that there were a number of inst ances in the Frontier of over-
estimating expenditure ?

A.~If ] am given specific instances, perhaps I may be able to suggest the
snswer.

507. Chairman.—So far as these two years are concerned, we have the
general explanation. It was the expectation of the Inchcape Committee in
one year and the result of the Inchcape Committee in the next. The voted
um for the Frontier in 1924-25 was 109 lakhs and the Revised Estimate 107
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Iakhs—that is a difference of about 2 hikhs in & total ‘of 109 lakhs. It does
not seem to show any tendency to over-budgeting.

A .~The Province would be delighted to spend its full budget. We suffere
severcly in edygation and veterinary.

Mr. Iyengar.—In this case you ought to have spent up to the maximum of
the grant.

- b08. Chairman.—So far as Education is concerned, they did spend consi-
derably over the amount of the grant by making economies in other direc-
tions.

The next question arises on page 308 of the Report. This is a general
question, The Committee desired that a representative from the North-West
Frontier Province be asked to give particulars about thg reserve grant and why
provision was not made in the budget.

A.—1 do not know whether I would be in order, Sir, in remarking that this
is & non-voted item. Does that make any difference ¢

509. Q.—No. We noticed that fact.
A.—This was a matter of 16 companies for Waziristan. As a matter of

fact details were furnished to the Accountant General’s office and we are still
trying to find out why they were apparently not passed on.

510. Q.—What we are concerned with is not the purpose of the expenditure,
but why it appeared in the form of a lump sum ?
A.—That is also what we are trying to find out. Details were prepared

and sent to the Accountant General’s office on the 4th of October 1922 which
ought to have been in good time presumably for the budget.

511. Q.—T do*not think Mr. Copeland is in a position to take you further.
The point should be elicited from the Accountant General or the Finance
Department ? .

A.—The Committee may like to know that I have here all the details,
British Officers, 16 companies, 110 men, so many subadars, jamadars, havil-
dars, 50 many sepoys and 8o on, clerical establishment, transport, medical,
menials, artificers, clerks, allowances, supplies and services.

512. Chairman.—In view of the explanation, we must ask the Accountant
General or whoever is responsible about this.
My. Jukes.—If you have got the full details, had those details been sanc-

tioned by the Government of India ? 1t is just possible that the Government of
India was not prepared to sanction without furtherinvestigation but made a

lump sum grant for the time being.
Chasrman.—Mr. Copeland has given us all the information he can give.

513. Mr. Iyengar.—I want to know whether all this grant has been spent
in the year, i.e., whether it was according to the estimates and the amount

was voted and cxpended.
A.—No, There was s large saving, Rs. 2,28,000.
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514 —Then saving was effocted atfer the sanction was received ¢

A.—1 am sorry at the moment I have mislaid the exact date on which they
were sanctioned, but it was fa’dy late in the year I know, and I rpmember
personally the great difficulty in raising the companies atoence. Naturally
_you cannot start recruiting men who have got to be paid month by month till
you receive sanction, and 1 remember various militia going to districts to raise
the companies ; and that is why it was not possible te get the full strength.

515.—May we know the exact amount sanctioned by the Government
oI India finally on this estimate ?

A.—The exact amount differs a little from the details I have got here,
but enly by a few thousand rupees. The item of Rs. 8,240 for instance, was
added on the 21st of December 1922.

516. Syed Muslaga Sahib.—S8o far as the charges are concerned, could they
not be curtailed ?

Chasrman.—Itisa non: voted matter ; we must notgo into that side of the
question. But I think we sheuld ask whoever is responsible, either the
Accounts Department or the Finance Department, to put in an explanation
showing the reasons why a lump sum was granted in this case.

The witness withdrew.

Mr. Fitze, Deputy Bccretary, and Mr. Higgs, Assistant Secretary, Forcign
and Political Department called and examined.

B17. Chairman.—The first question, Mr. Fitze, on which the Committee
desire to examine you is with regard to pages 81 and 82 of the Appropriaticn
Report. Can you give us an explanation of the excesses under to the heads
* Bombay "’ and “ Punjab ”. .

Mr. Higgs.—May I answer that, Sir ? That portion of the Appropriation
Report for 1923-24 relating to expenditure under the. head “ Education ”
under Bombay (page 81) relates to 2 items. Item (1), Government Arts
Colleges refers to the Rajkot College, Bombay, while item (2) Direct grants
to non-Government secondary schools réfers to the Girasia School,
Wadhwan. In brief explanation of the expenditure under (1) it may
be noted that apart from the annual subvention made to the College
by the Government of India Central Revenues bear the cost of the salaries of
the college staff in the first instance recovering subsequently from college
funds the excess paid from central revenues over and above the amount of the
annual subvention. In the report for 1923-24, it will be noticed that the
original grant was Rs. 10,000 and actual expenditure amounted to Rs. 30,310
giving an excess over budget allotment of Rs. 20,310. The sum of Rs. 10,000
represents the reduced annual subvention to the Rajkot College and the ex-
penditure of Rs. 30,310 includes the amount paid from the voted portion of
central revenues on account of the salaries of the college staff. Turning ‘to
page 208 of the same report, we find that there was expenditure from the non-
voted portion of central revenues to the extent of Rs. 31,160 also on this
college. No budget provision was made for this as whatever is expended is
recovered from tollege funds. This seems to be the only instance in which
non-voted expenditure on the College has been shown ; it -does not appear in
the previous Appropriation Report nor is it shown in the case of the Aitchison
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College, Lahore. In the foot-notes uncfer both the voted and non-voted ex-.
penditure the audit officer has referred to recoveries made in respect of the year
1923-24.. Turning to the Appropriation Report dealing with the accounts of
that year we find that there was an excess of Rs. 35,706 and this was said to
be due to the non-recovery in full during that year from the college funds of
the amount paid from central revenues in excess of the annual subvention.
The excess for that year and alse for the year 1923-24 under both voted and
noun-voted have, however, now been fully met by recoveries from the college
funds, e.g. the excesses were Rs. 35,706 in 1922-23 page 76 of report for 1922-23.

Rs. 20,310 in 1923-4, voted, page 81 of the
report for 1923-24.

Rs. 31,160 in 1923-24 (non-voted) page 258 of
the report for 1923-24. Twtal Rs. 87,176.

Rcooveries under voted and non-voted in 1923-24 were Rs. 34,068 and
Rs. 57,908 respectively, totalling Rs. 91,976. Thig seems to show that not
only has the whole of the excess expenditure from central revenues been met
but that there is a balance over in favour of Government of Rs. 4,800.

Myr. Fitze.—1 think, Sir, that the thing to be done is to abolish this system
of allowing tho college staff to draw their salaries from Government funds and
ingist that they should be paid by the college fund in the first instance, I
believe that other Chiefs’ Collcges, i.e., the Mayo, Daly and Raipur Colleges,
all have that system.

518. Q.—It would certainly save a great deal of trouble to the represen-
tativ.s of the Department, I belive.

A.—And to this Committce, I think.

519. Chatrman.—Now we come to page 81. It is menfioned there
*“ the excess for which no provision' was made in the Budget was brought to
the notine of the Government of India (Foreign and Political Department)
which authorised the payment as one without appropriation.”

My. Fitze—The position was this. The original grant for Bombay was
put down in a lump sum for these political colleges, one of which is at Rajkot
and the other at Wadhwan. It was decided to reduce the Rajkot grant to
Rs. 10,000. I think that was the figure. By an oversight we reduced the
whole grant to Rs. 10,000, omitting to notice that Rs. 2,500 more ought to
have been added for the Wadhwan college. The original grant should have
been reduced to Rs. 12,500.

520. Q.—Does it really mean that you authorised the payment by re-
appropriation from another head ¥

Myr. Higgs —Theexcess did not come te our notise till after the close of
the financial year, when reappropriation was not possible.

521. Q.—What really happened was that you informed the Finanoe De-
partment that there was this exoess and asked that it should be regularized ?

A.—We put the position to them and said that we had by a mistake

E omitted to make tirs grant and the resalt was that the Wadhwan college could

not get on without it.

-
)
[ ]
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522. Q.~-It.is tho payment withduit appropriation that has purzled us.
What you really asked for was that it should be regularized ¢

My, Kawla.—The Accountant General, Bombay, informed us that the
amount actually drawn by the Agent to the Governor General for the grant-
in-aid ageinst the Budget allotment was so-much and he applied for orders
in respect of the excess grant. .

528. Chawman.—It is obvious that the payment had to be made.
There was no question about that. We are merely drawing your attention
to the fact that you cannot authorise a payment without appropriation. You
may authorise the payment and ask that it may be regularized afterwards.
Whose phraseology is that ¢

My. Fitze—1t is the Accountant General’s phraseology.

(&

524. Chairman.—The Committee desire to know generally the system of
control of expenditure under the administration of the Central Government
with which the Forcign and Political Department is concerned. The comment
that we are inclined to make is that in nearly every case you bave come up for
a supplementary grant when actually it was not necessary because your original
grant was not exhausted.

My, Higgs—The Public Accounts Committee have asked generally for
information in regard to the system of control of expenditure in areas under
the administrative control of the Central Government as they found that the
actual expenditure in these areas was in all cases less than the original grant
while at the same time additional grants had been asked for from the Assembly
at the close of the year.

At the outset it may be mentioned that the 1923-24 budget was the first
_ budget after.the Retrenchment Committee had finished its activities and that
in this budget lump sum reductions were carried out by the Legislative
Assembly. To meet these the local authorities were asked to effect reductions’
and the considerable savings which accrued may be attributed to the careful
and restricted expenditure as a result of retrenchment and the lump cuts. As
pointed out by the Public Accounts Committee there have been large savings
in the budget for 1923-24 and yet additional grants were applied for from the
Legislative Assembly. Each area demand has been examined separately in
regard to this point and it has been noticed from the result of this cxamina-
tion that in a large number of cases the additional grants were not actually
additional grants at all but reauppropriations from non-voted to voted ex-
penditure, 1.e., that savings had been effected in non-voted expenditure and
these were set off against the additional expenditure under voted heads which
required the vote of the Legislative Assembly.

626. Q. —Have you examined the figures for any particular province ?

A.—Yes. Thave examined the figures as regards Baluchistan, Ra]putana.,
and. certain other administrations.

'526.:Q.~Take Baluchistan on page 187. Original grant voted waé
Rs. 26,83,000, snpplementary grant voted Rs. 58,000, actual expenditure
25,82,0(0, which is a lakh less than the original grant. In spite of that fact
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you came up for a supplementary grint of Rs. 58,000. Your explanation
of transfer from non-voted to voted does not in any way explain this case.
You had a surplus of a lakh over your original grant and yet you came up in
February for a supplementary grant of Re. 58,000.

-A'.—M&yl e'xplaintheitems on which the sum of Rs. 58,000 was to be
spent .

627. Q—We had full explanations when the supplementary grabt was
presented and the Assembly was satisfied with those explanations and granted
the money. But our question is: Why did you come up to the Asiemhly
for an sdditional grant at all when you had a saving of 4 lakh of rupess from
‘your voted expenditure already ?

A.—Some of our local officers explained that they had no progress re-
gisters at that time. It has only now been introduced. They could not
gauge the extent of their expenditure during the year.

628. Q.—You said just now that the systen® of keeping progress-re-
gisters has juss been introduced, does it apply to Baluchistan only

A.—No; it applies to all our admin'strations, namely N.-W. F.
Province, Baluchistan, Ajmer-Merwara, Rajputana, Central India and
Hyderabad.

829. Q.—Are these progress reports sent to you month by month #

A.—No but we will be probably issuing instructions to that effect. We
want monthly statements.

My. Jukes.—This is, Sir Frederic Gauntlett’'s scheme which we were
discussing the other day. This acheme has been held up as far ag the depart-
ments of the Government of India are concerned. I did not know that this
system had been introduced in any of the Administrations I am not sure if
Sir Frederic Gauntlett is aware of it.

Mp. Higgs—We have not yet received progress reports but we will re-
ceive them hereafter if certain rules which have been drawn up by the Finance
Department and circulated to the other Departments of the Government
of India for their remarks are issued. We have not yet introduced the
achems. '

My. Kaula.—It has been introduced to this extent that the Chief Com-
missioner, N.-W. F. Province, now gets monthly statements.

A.—Yes, because he is the controlling officer.

Mr. Higge—We have not as yet made arrangements for any reports to be
submitted to ys. We are awaiting the issue of orders from the Finance Depart-
ment.

. Mr. Jukes.~I do pot know whether Mr. Higgs is in & position to give
information to the Committee as to how the system is working. Do you know
to what egtent it bas been & success ¢

A.—1I cannot say Sir.
, MI120Fia
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Q.—Has it been working for a yegr ?
A.—1I think it was introduced from the beginning of 1924.

B30, Chasrman.—Are you in‘a position to say as to how far you have been
wble to reconcile the statement with the Accountant General ?

A.—1 have got a copy of the Auditor General’s letter which we have
#ént to our local officers. ' '

My, Jukes—I wonder if you have already told the Audftor General that °
ou have done it. It is a matter in which I am personally interested. Bir
ric Gauntlett never mentioned this to me.

Mr. Kaula.—All 1 know about this matter is that my office regularly
sends monthly accounts to the Local Administrations. Whether they get
similar reports from their local officers or not, I have no knowledge.

831. Chairman.—Now we turn to paragraph 3 (ii7) of the Audit Report.
The Committee desired to have a full explanation of the case and to have
information as regards tfie nature of the private funds referred to and to know
whether there were any other funds of & similar description in the province.'

A.—1 received the request of the Public Accounts Committee very late on

Baturday and since we have no information in our records in the Foreign and

Political Department I wrote off immediately to the Agent to the Governor
General, Baluchistan, to answer the Committee’s inquiries. This remark applies

to everything in this paragraph because we have no information about these
matters.

532, @Q.-—Perhaps you will put in a statemert when you get a reply?
A1 will, 8ir. The same remark applies to paragraphs 3 (v) and 3 (vi%i)

-of the Audi Report : information hes been asked for.

Regardm,g the matter mentioned in paragraph 3 (- ¢t}—motor car for water-
supply mnvestigating officer-—I have to give the following explanation :

The matter has already been investigated by the Government of India ;

" and from the letter of the 12th May 1924 from the Resident in Mysore it is clear

that the Resident overlooked the necessity for compliance with the rules

. Tequiring provision to be made fcr expenditure in the year in which it is incurred.

As a consequence of this omission adjustment became necessary in & subse-
quent year’s accounts and renewed sanction had to be given. I might perhaps

" read the letter from the Resident in Mysore .—

*“ In the Foreign and Political Department’s telege. m No. 1017-Ext. B.,
dated the 6th April 1921, sanction was con eved to the supply of a
motor car to the water-supply expert at a ocost not exceeding
Ra. 4,200 and to a maintenance allowance of Rs. 100 a month, the
car to be used solely for journeys on duty.

‘The car was purchased, but as no reappropriation could be suggested at
the moment to.meet the expenditure, the Municipal Commission,
Civil and Military Station, Bangalore, werc asked to advante the
cost of the car, pending reappropriation. '

Wil
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Mr. Phelps left the station on the 1st December 1923, on transfer to
Waziristan, During all this time, he was engaged in the investiga-
tions conneoted with the water-supply, and the necessity for the car
contiftued so long as the investigations lasted.

Not only did the Municiphlity advance the cost of the car, but they slso

paid the maintenance allowance at Rs. 100 a month till the conclu-

_ sion of the investigations undertaken by Mr. Phelps. Tt is regretted

that steps were not taken by this office earlier to refund the amount

of the advance for the cest of the car, and to charge the msintenarce
allowance to Assigned Tract Revenues.

The total sum advanced for the above purpose was Rs. 7380. The
Government of India in the Finance Departtnent were asked. infer
alia, to make an additional grant of Rs. 7,380 debitable to the
Bangalore Assigned Tract revenues for the current year 88 no re-
appropriation was found possible. The additional grant applied
for was sanctioned in the Foreign and Political Department’s
memorandum No. 1541-A., dated the 19th March 1924. .

The Municipality applied on the 21st December 1923 for a refund of the
advance made by them. The car was sold for Rs. 700 by public
auction on the 17th January 1924, and intimation of this was
received in this office on the 7th Felruary 1924, The proceeds
of the sale have been credited to Government.

On the yuestion of the sum for which the car was sold, which is the
subject of comment by the Accountant General, Madras, I would
observe that while the price ¢f a rew Ford Car was Rs. 4,200 -in
1921, it has now dropped to Rs. 2,360 in Madras and this is an
important factor in reckoning second hand values at the present
time. The rate of depreciation of & Ford car muy fairly be cal-
culated at 40 per cent. for the first year and a further 10 per cent.
to 15 per cent. for each year thereafter and on this reckoning the
_price obtained for Mr. Phelps’ car which was in constant use over
rough country roads for 2} years was not in my opinion abnormally
low, especially when it is remembered that the purchase of a second
hand car at public auction must be something of a gamble. In fact
the Assistant Commanding Royal Engineer, Bangalore, considered
that the car had realised rather more than its market value.

I agree that the hope expressed in Colonel Knox’s letter No. 2515, dated
the 11th March 1921, that it would be possible to tell the car at a small loss
when Mr. Phelps had finished his work has not been realised ; but it was then
expected that the investigation would last only about six months, whereas
it has been going on for the best part of three years and is not yet completed.”

~ 533.Q.—Would you not agree that an advance by the Municipality for
those purposes was highly irregular ¢

'A.—1 am not in a position to comment on the action of a local officer.
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B34, Q.—Who controls these municipal funds ? I8 it not the sawe indivi-
dual as the local officer ?

A.—1 do not think so; I do not think we have anything to do with
municipal funds ; they have their own budget.

Chairman. —Speaking for myself, I am satisfied with the statement about
the price of the car.

Mr. Iyengar.—But we shall have to comment on the irregularity of the
‘borrowing.

Witr.ess then withdrew.
Myr. T. Sloan, Deputy Secretary, Home Department esamsnel.

535. Chairman.—At page 59 of the Report, the Committee wish to draw
'your attention to the fact that a supplementary grant for Rs. 5,000 was asked
for, while the actual expenditure was less than the original grant by about
Rs. 57,000.

A.—Theactual reason for that—I am afraid it is not altogether a satisfac-
tory one-—is as follows. Under the main head “ Home Department ”’ we have got
“the budgets for the Staff Selection Board and the Director of Public Information
us well as the Director, Intelligence Bureau. Of this Rs. 5,000, Rs. 2,500 was
required for the Staff Selection Board and Rs. 2,560 for the Director of Public
Information’s office. When these two officers came up to‘the Home Department
for the extra grants the budget as a whole, I am afraid, was not examined.
.Their own particular budgets were looked at and as there was n pect of
-any savings in them the Fmance Department was appronchedp'f: extra
-grants. That is the explanation of this.

536. Q.—Have you any system by which you watch the progress of expen-
diture throughout the year in connection with your vote %
A.—We do watch our own department expenditure monthly.

537. @.— That covers the whole Home Department vote ?

A.--No, Sir, it does not ; T am speaking only of our own department pro-
per, not of the attached offices : we have at present no system ‘whereby we can
watch the monthly or quarterly expenditure in those offices.

538. Syed Murtaza Sahib.—Will you suggest any system 7

A—A systen\ has been suggested by the Auditor-General and is under
consideration. \

539. (Jhaerman.\ -[ think ‘we may come to the general case ; t‘hat nf areqn
like Delhi. \ -

My, Sloan —Whon\some months ago we got & reference from the anuo
‘Department enclosing diaft rules which the Auditor-General had framed, we
‘eonsidered the subject and we have sent a reply to the Finance Deportment
We consulted both the Chief Commissioner, Andamans, and the Chief Comsnuis-
sioner, Delhi in connection with that, and they both replied that they had bee;
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personally giving the.subject careful consideration. The Chief Commissioner;
Andamans, had himself introduccd new rules and he desired that those rules
should be given an opportunity of working. He gets a monthly return from®
each disbursing gfficer showing the amount of each grant, the amount expended
during the month, the estimated amount required for the remainder of the yeas;
andthe amount still left in the grant. The Chief Commissioner, Delhi, had also
been giving the matter his consideration. He thought that the Auditor-
. Genegral’s rules were too complicated for his subordinate clerical staff and also il
suited to the special circumstances of the grants at his disposal. He said that he
had issued special instructions to disbursing officers to report expenditure under
each head after 6, 9 and 11 months. These instructions had already achieved
a certain amount of success though certain difficulties had become evident and
still remained to be overcome. He reported further, that he was making
every effort to overcome these difficulties and he asked to be allowed to conti-
nue his system for another year at least, after which the Audit Department
would be in & position to say if anything further wis required.

Mr. Jukes.—8o far as the Chief Commissioner, Delhi, is concerned, he
is out of it altogether, as he is r.ow in a position to know his exj end.ture from
day to day.

540. Chairman.—It is fairly clear that the attention-of the Govermment has
been very prominently drewnto the necessity for some system of watching
the progress of expenditure. They are working out various projects for securing
that but are not yet in & position to report fimally to this Committee what
kee been dome. We hawe had & good deal of -evidence from witnesses
and we have drawn their individual attention - $o- it- fairly prominently.
As regards census -expenditure (page 93 -of the Répert), have yowmny
explanation ? - Lo S

-Mr. Sloan—The whole position in Tegard to census-expenditure is by no
means very clear to the Home Depaitment. The Home Departanent toak over
census at the end of the year 1922-23 from another Department, and we were
engaged only in clearing up the very end of the census work. The reason for
there being no original allotment to tke Central Provinces wes that the (lentral
Provinces asked for none and the Census Ccmmissioner was under ‘the im-
pression that the work in the Central Provinces was practically wound uip,
There was a considerable amount of misunderstanding between the Census
-Oommissioner ‘and the Finance Department. The Cen.us Con missioner
went in an estimate, Re. 1,17,000, for his Budget which included Rs. 62,000
for central expenditure and the remainder for provincial—in Madras, the' Punjab
and Burma. Owing to some misunderstanding the Finance Department in-
cluded in the Budget a provision of Rs. 63,000 only, (practically the amount
asked for the central expenditure) and then proceeded to make & lump
deduction from that of Rs. 13,000 leaving the Census Commissioner only
Ra. 50,000 which was the aount pagsed by the Asaemibly. The Retrenchment
Commitbee had agreed to an allotment of one lakh for eensns work duxing 1923-
24 and subs‘eduent.ly an extra allotment of Rs. 51,000 was made, but when the
Budget was passed, the Chief Commissioner had net even.sufficient funds:for
' his central expenditure. He had then information that Madsas, the Punjab.aad
I e
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Burma required funds he had no information that the Central Provinces
,reqmred any.

Mr. Kaula.—Would any expenditure be incurred withou? the knowledge
of the Home Depattment in any provinoe ¥

Mr, Slogn.—Yes. The work was being finished up. Practically all tlus
c:pendmure in 1923-24 was for prumng reports,

541. Chairman. —Dur experience this year and last leads us to the < Gon-
clusion that it is desirable, before there is another census, that the system of
controlling the expenditure should be improved. I do not think we can get
much further. s

542. Chairman.—Turning to page 105 of the Report, expenditure on
account of the Imperial Folice Service in the United Provinces. Fees realized
from candidates in contravention of the ordinary rule on the ‘subject. Will
you please see the note at the bottom of the page and let us know if
you have any explanation

Mr. Sloan.—1 was responsxb]e for sending up from the United Provinces
the proposal that we s-ould meet the expenditure out of fees and remit the
balance to the Central Government, and that was acoepted in the Home Depart-
ment with the sanction of the Finance Department. I understand that system
is .still in force. I see that as recently as January 192p, we issued a letter to a'l
Local Governments which Finance Department saw before issuein which we
explained that the fees paid by candidates are meant to cover not only the ex-
penditure by, the Local Government in conducting the examinsation but also tho
honoraria, and that the balance should be credited to central revenues.

543. Chairman.—1 would ask Mr. Jukes whether he thinks this pr. ma
Jacie to be irregular.

Mr. Jukes—I do, Sir.

in~:544. Chairman.—-It does not seem prima facie right accounting for these
fees. The fees ought to be credited to the Central Revenues-as the expendlture
18 met out of their funds.

.Mr. Jukes.—1 should be rather interested to know whether that partx-
cular letter of the Home Department was sent to the Audit Officer (no

answer).
B45. Sardar Mutalik.—Msay I know how the fees are spent'?

A.—The Police exammination unlike the I. C. S. examination is héld'st
severst oentres and there is & certain amount of local expenditure connected
with the examinstion. The Loeg! Government has got to pay for contingenciss,
ete. The Local Government also supplies the necessary books and all the sta-
tionery connected with the examination. The amounts are very small. We
had provided in the central Budget Ba.3 500 but that only goes to cover the
payments to exivipiners,
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546. Sardar Mutelek.—My po'nt iaiwh'ether these fees are considered to be

only an amount for covering the expenditure that is incurred by Government ?

- A.—That was the original intention, that the fees should be charged to ),
cover the expenses of the examination and that there should be no charge to
the Government? I cannot tell the Committee whether that intention is bcing
fulfilled or not. The fee is Rs. 50 per candidate. The examiners are paid at
the university rates.

~ b47. Chairman.—We must draw attention to this in the report as an irre-
gularity. Taking next the Audit ‘Reports Mr. Sloan the first question I have
to ask you is whether you can give us any further details about item
3(vi#r) on page 7. o

A.—T do not quite know what further information is wanted. There is
possibly one point. It is said on page 8, about half-wly down the first para-
graph. ‘“ In spite of the irrcgularity being pointed out, it was not stopped till
April 1922.” The explanation of the Director, Ingelligence Buresu, on that
point is that this was one item in a long objection statement and that in his
opinion it was so made that if there had been any suspicion of anything wrong
the item would have tended to allay that suspicion rather than to emphasise it.
The objection statement was as follows. ““ A sum of Rs. 580 claimed on account
of the entertainment of outsiders against leave vacancies has been passed pro-
visionally pending decision on the question of leave reserve in the Intelligence
Burcau office ”’. The Director, Intelligence Bureau, considered that this con-
veyed the impression that the question of providing a leave reserve was still
under consideration. The temporary staff had been sanotioned pending
decision on this point. It is very difficult to understand how he niade any
mistake. The temporary staff was obviously provided to supply the leave
reserve on a temporary basis, pending its being made permanent.

548. Mr. Iyengar.—If 8o, Las a leave rccerve teen since provided:
A.—TIt has since been provided.

549. Sardar Mutalik.—If a tcmperary stafl wes required fox leave reserve,
what was the necessity of maintainirg a staff at all ?

A.—Do you mean what is the object of having temporary leave reserve ?

580. Chairman.—The question here is whether the disbursing officer
ought not to have discovered this even before the audit officer pointed
it out. The disbursing officer went on paying the staff for a year. .

A.—The disbursing officer then was an Acting Deputy Director. When
the Home Department letter went to that office he and the Superintendent
of his office discussed it. They discussed this very point as to whether this
was meant to be a leave reserve or whether they could continue to employ
‘dutsiders, and instead of referring to the Home Department and asking what
‘their lettér which they said was far from clear, meant, they decided as the line
.of least resistance and most conveniencé to continue to employ outsiders
pending audit objection. That is all to be said about it.
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551. Kumar Ganganand Sinka.—Why did they ask for leave resorve
when they had outsiders

¢ A—Al Departmants of the Becretariat have recently been given a leave
reserve. It is a part'of a bxg general c]mnge c

552. Q.—Then why did they not take advantage of that and follow t.hq
example of the other Departments %

A —This was given to them for that. They apparently thougﬁt 'they,
were going to get it both ways. '

553. Chasrman.—I do not think there is any use in elucidating that point.
Necessary action has been taken. We will go on to the next paint.

Page 34.—* The * Committee desired to know why the pay of the
Sub-Registrar should not be at a fixed figure without commlsmon. This
refers to Item No. (o¥7) ou page 34.

A-~—We have communicated with the Chief Commissioner, Sir, and we

have received his reply to the effect that he has no objection to giving the

“ Registrar a fixed pay instead of a small fixed pay plus percentage, but that
iioxthinks the'present system probably is conducive to better work.

. 554, Serdor Mutalsk.—Who will be able to do better work, a permanent
man or & temporary man, s.£., & man on commission ?

A.—The present system is & man on & amall permanent pay plus com-
mission.

555. Q.—I am objecting to the present system. Government has to pay
Rs. 7,000 as commission.

A.—That may have been an exceptional year.

B56. Chasrman.—I1 think the answer is that he has no objection on prin-
ciple at present, but the matter will be inguired into.

A.—1 will take the matter up with the Chief Commissioner,

557. Mr. Iyengar.—I should like to know one or two points in connection
with this point. 8o faras Sub-Registrars are concerned, this system has become
obsolete in all the other provinces where they wers paid & amall sslary plus
a commission and they all have the fixed salary system. I do not know
why Delhi should be made an exception in this case.

A.~The matter will be taken into eonsideration,
558. Q.—The nature of the work of SubRegmtnu has nothing to dp

with commiasions. He cannot accelerate the number of registered domnmm
or reduce them by the commission he gets

(No answer).
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559. Kumar Ganganand Sinha.—Ts the work in Dethi heavier than in:

‘other provinces ?
»

4.1 cannot give a reply off-hand.
The witness withrew.

Mr. G. 8. Bajpai—Depuly Secretary, Departmeit of Education, Health:
and Lands, evamirel.

560. Chairman.—The first question we wish to put to you refers to page
38 of the Appropriation Report. The Committee desire to have a fuller
statement of the large savings under ¢ Grant No. 7-Forest.”

A.—The savings may be dealt with under two hédds, mz., (I) General:
Direction, which refers to the establishments of Inspector General of
Forests who ha his headquarters with the Governgent of India and (2) the-
Forest Research Institute at Dehra Dun. I would like to state in the first
instance that the year 1923-24 was a transitional year. It was dominated
by the need for economy, and, while on the one hand, we wanted to safeguard
against cutting down research activities too much, on the ether hand we had
to tell our heads of Departments to economise as much as they ¢ould. 1 shall”
first specify the saving in the budget of the Inspector General of Forests. There-
is a saving of Rs. 6,600 under Contingencies and the balance is made up of°
partly the salary of assistants and clerks and partly Travelling Allowance..
The saving under Contingencies and Travelling Allowance was the result of -
reduced expenditure owing to the pressing need for economy. There was less
expenditure, for example, on postage, the purchase of books, etc., under Con-
tingencies. - The savings under Travelling Allowance were due to eurtailment
of tours. The savings under salaries of assistants and clerks were due to the-
reduction of establishment which was also carried out in deference to the-
pressing need for economy. Reductions have alse been effected in subsequent .
yearsunder these heads. The actuals of 1923-24 served as a gwide i framing
the estimates for 1924-25 and the reductions are Rs. 3,690 under Contingen--
cies, Rs. 6,000 under Salaries and Rs. 2,000 under Travelling Allowance.

561. Mr. Iyengar—What I want to get at is this; why when you were going.
on making such exemplary reductions in expenditure, you should have asked:
for an additional provision of Rs. 1,100 under General Direction ?

Mr. Jukes.—It was probably only a re-appropriation from one detailed:
head within the minor head to another.

My. Kanla.—Even that was unnecessary.

B82. Chairman.—The next question is in reference to page 77 of the

report. ““The Committee desired to have a fuller explanation of the facts in
contertion with the over-psyment in 1921-22 to Messrs. Howard and Sons.”

A.—1t would perhaps help the Committee, Sir, if I just gave & general idea.
of what the agreement is. The Secretary of State, on behalf of the Government
of India, entered into an agreement with Messrs. Howard and Sons to purchase

Mi20Fin
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. . .
inany vear bark suficient to produce 37500 Kilogrammes of sulphate of
gluiniie.y The quentity actually delivered in 1921 was 35743 Kilos. This was.
charged for at the time of delivery at rates varymg Letween 24 and 32
Flerins per kilo. ' In accordance with the terms of the agreement the price
paid at the time each consignment was de'ivered was the quoted price in
Java itself. The final adjustment was made st the end of the year when the
* Bureau in Amsterdam reported that the average price for the year was 2160,
Florins per kilo. Hence there was repayment due to the Government of
India of 2,24,043 Florins. Howards, however, did not communicate thu;s to the
High Commissioner for India until October 1922, and the High Commissioner
did not communicate it to us until the end of January 1923. Howards
suggested that instead of repaying the emonnt overpayed in cash the repay-
ment should take the form of delivery of bark. The Government of India
then accepted this suggestion on condition that this repayment in kind st ould
count against the contract bark for the year. The adjustment was made
some time in April or Ny 1924, after the expiry of the financial year 1923-24.

563. Sirdar Mutalik. Q.—When you contracted for the purchase of bark,
did you fix the price ?

A.—The price varies from year to year.

564. Q.—Did you stipulate that the price should be the market price for the
yeer ?

A.—No. There is rather a complicated formula which has been inserted
in the contract. The price paid at the time of delivery depends on the price
for bark paid to other syndicates also operating in Java. The final adjust-
ment is made at the end of the year by reference to a Bureau in Amsterdam who

calculate the average for the whole year and communicate it to the purchaser
as well as to the producer.

566. Q.—Was there no danger of the Government of India paying a kigher
price 1

A.~—1 have stated that at the end of the year the Bureau communicated

that the price was less than what the Government of India paid and this was
communicated to us. ‘

566. Dr. Lohokare.—1Is the agreement still continting %
A.—Yes.

567. Q.—For how many years will it last ¥
A.—TIbelieve it is due to expire in & fow years,
My, Jukes.—When do you actually make the payments ?

A.—The arrangement in regard to payment is that the producers deliver
& sample to Howard’s agents in Java and after the sample has been tested and
found satisfactory payment is made for the whole quantity supplied. The

supply i8 not made at any particualr time of the year. It is made fortnightly,
or monthly.
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Q—My point is that your transactjon may have involved the Government
losing a considerable amount of intercst ?

s

. A.—~That point wee put by the High Commissioner and Howards replied ,
that Government in the past had been behind-hand in making payments but
* producers had not charged any intcrest on that ascount.

. 568. Chairman: Q.—Has there ever been before an under-payment of
this kind or is this the only case that has oocurred ?

A.—This is the only variation whioh has been brought to our notice.

569. One must guard one self against suoh things in the future. Have you
taken steps to insure that the intimations of ohange of price are morec quickly
reccived §

A.—We have instruoted the High' Commissioner that =o far as possible
such a thing should not be repeated.

570. Dr. Lohokare~—Was this agreement sancfioned by the Assembly
or by the Government of India ¢

A ~—The agreement was made before the Assembly |began to function,
It was made in 1919.

571. Chairman—Now we turn to page 84, Public Health, Please
let us have a short explanation.

A.—1 will just give the items. (1) Thete was & saving of Rs. 57,979 in
the budget of the Central Research Institute at Kasauli and (2) of Rs. 9,144
in the headquarters budget of the Public Health Commissioner. These two
items require explanation. The other items are dealt with in the appropria«
tion report.

As regards item (1), there was a saving of Rs. 45,000 under the provision
for purchase of bottles. Bottles of sera which we manufacture at the Institute
are supplied to His Majesty’s forces. Therc wes some uncertainty during
the three or four years after the war and we did not know how much would be
required. The President of the Research Institute of course went entirely by
his experience of the preceding year and he over-budgeted.

572. Q.—Page 87 of the Report. Would you explain the language of
this sentence which appears there. * The excess weas foreseen and the Local
officer addressed Government on the subject which decided to leave this
unavoidable excess expenditure to be dealt with through the Appropriation
Report.” ..

A.—1 ghall explain the facts first. We consulted the Finance Department
in the matter and they told us that the best way of dealing with it was to leave
it to the Public Accounts Committee. The position is this. In the year
1923 the Bacteriologist at Muktcsar over-spent to the extent of Re. 9,170,
We manufacture sera in two places. In the winter we manufacture it at
Bareilly and in the summer we manufacture it at Muktesar, This
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vver-expenditure took place in. conpection ‘with the manufacture of sera at

Muktesar and was communicated by the Bacteriolngist to his immediate

controlling officer, the Agricultural Adviser to the Government of India, about
, the- eBd: of February. The Agricultural Adviser consulted the Accountant
:Wemeral, Central Revenues, as to whether there was any pospibility of meeting
:'this. expenditure by reappropriation within his own budget. This brings us
. down to the end of March when the Accoumtant General, Central Revenues,
.-vep'ied to say that there were certain exchange adjustments to be made and he
- was not in a position to say as to whether thero would be sufficient savings to
. permit: reappropriation. So nothing was done.and .the financial year expired.

573. Q.—Did the officer over-spend with the leave of his superior officer ?

. A.—Yes, with the leave of the Agricultural Adviser who as the head of the
; Department is really dn a position to autherise reappriopration but not. over-
« experiditure.-

574, @.—I think yéu understand that an excess is an irregularity ?
. A.—I never tried to defend it, Sir.

" 575. Q.—Such a thing ought not 1o have occurred and it ought ‘to have
“been brought to the notice of the Department of theiGovernment of India
in time to place it before the Assembly.

A—This over-expenditure was not brought to the notice of the -ad-
;migistrative department until July 1924.

*576. Q.—The administrative department ought to 'kave wome system by
\Which it can see that its officers do not over-spend ?

A.—T hope to explain this when we come to the general question of control.

§77. @.—Now we come to page 97 of the Report. :Excess expenditure
runder Emigration—External.

A.—~For one of these I am responsible and for the other the Foreign and
jPolitical Department. I have nothing to do with the repatriation of the
Punjabis. Under the new Emigration Act, emigration to the Colonies is only
-permissible with the approval of the Legislature. In regard to emigration
tto Ceylon and Malaya, conditions to regulate emigration "were .approved in
March 1923 and then we invoked the sanction of the Secretary ‘of State for the
appointment of Agents under section 7 of the Act. That sanction was not
received till September. 1t was onily possible for us then to frame a sort of
tentative budget. The only thing:that could be calculated with any approach
ito socuracy was the salary of these officers-because we kmew what we were
going to pay them. But with regard to other items like'contingencies, travelling
.allowances and.the rwbes of pay of clerks, ws had no past experience to guide
-as. That is-why there wae this slight excess of roughly Rs. 1,200 over the
.amount of Rs. 18,000; for which we asked the Assembly in February 1924,
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§78. Q.—You were not in a positich to control the progress of expenditirre 7

A.—Tt was really & leap in the dark. We had no accurate idea as to what
wo should have to spend on these Agencies. We merely knew what the salary’
of Agents would amount to.-

579. Mr. [yengar.—What yas the idea in putting down Rs. 2,500, which is
the amount of the original grant ?

A.—It was put much earlier in the year.

580. Q.—You asked for Rs, 18,000 subsequently. But you have a big
excess under “ Punjab ” ?

A.—For that, as I explained earlier, I am not reaponmble The Foreign
and Political Department are responsible for it.

B81. Q.—Who is responsible for the control of the vote ?

®
A.—The Foreign and Political Department.—The subject is divided be-
tween two departments of the Government of India. We are responsible for
emigration to every part of the British Empire. If there is anything such as
repatriation from a non-British possession to India, then the Foreign and
Political Department, are responsible.

582. Q.—1Is there one officer in charge of the expenditure under this vote ?

A.—No, I am afraid not. We are responsible for expenditure under the
vote in so far as it relates to Indians in other parts of the British Empire but
not beyond that.

Mpr. Jukes.—Ought not steps be taken to see that one officer is made
responsible for watching the progress of expenditure ¥ I think the vote had
better be divided.

A.—What happens really is that we understand emigration entirely in
its technical sense as defined in the Emigration Act VII of 1922. Why this
has been brought under Emigration here, I am not in a position to'say.

Chairman.—It is rather an unsatisfactory position that there is not
one department to control this vote. If the difficulty is a persistent one,
Mr. Jukes’ suggestion of dividing the Emigration expenditure is obviously one
‘that would be worth considering. Someone clearly ought to have taken up'
ithe question of regularizing this by vote.

583. Mr. Iyengar—I think it is clearly the province of the Emigration
+department. Are you not dealing with repatriation lawe passed in South
Africa ! You are administratively dealing with questions of repatriation and
‘when the question of finance comes you say that it has nothing to do with your

-department ¢

-4.—May I just explain that we as a department are merely concerned
\with emigration to.and repatriation from those parts of the warld which are
217
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within the British Empire. Where it s & question of repatriation front out.
side the British Empire we are not concerned. It is the Foreign and Political
Department which are responsible for such cases. .

584. Chairman : Q.—We come now to the general quéstion of control.

A.—There are three kinds of grants for which we make ourselves respon-
sible. First, we have grants to non-government bodies, like the Aligarh
University, the Benares University, the Countess of Dufferin Fund, the St.
John Ambulance Associa‘ion and the like, Then there are grants for expendi-
ture by heads of departments. Lastly there are grants for which we make the
local governments responsible. As to the first class of grants to non-govern-
ment bodies they get the grant and then there is no control exercised by the
administrative departments at all. Then there are the heads of departments,
practically all of whom have the same powers of reappropriation as departments
of the Government of India. We merely make ourselves responsible for
teeing that the grant under any particular head is not exceeded without our
permission. They themselves, in deference to a suggestion made by a former
Accountant General of Central Revenues, have been asked to exercise a sort
of monthly check on expenditure by their own disbursing officers which takes
the form of an appropriation audit. Each disbursing officer has been asked
to submit a monthly statement to the head of the department showing what
has already been spent and what is likely to be spent. Lastly there are the
local governments which administer certain agency subjects such as port
quarantine. Over them also we exercise no.control practically ; they com-
municate to us the amount wanted and we ask the Assembly to vote that
amount, though of course we first scrutinise the imcessity for the ex-
penditure.  After that all the control we exercise is that they do not
excoed expenditure undor any head without first obtaining our sanotion.
When an application for excoeding the grant under any head is received we
take the necessary action in consultation with the Finance Department or
oursolves directly as the case may be,

585. Mr. Iyengar.—Don’t you think in respoot of these grants-in-aid
that you should have some kind of control over the grants by finding out
whether the grants are used for the purposcs for which they are given or not 7

A.—So far as that is conocerncd, we trust to the consoience of an enlightened
community to keep thesc various bodies in cheek.

586. Q.—But from the administrative point of view do you rot think that
some oontrol should be exerciscd ¢ You know that some sorf of control is
exeroised in respect of local boards and municipalities for instarce.

A.—We make lump sum grants—and leave the authority comcerned

to spend it on maintenance or on buildings as it likes. ,
587. Q.—Would it not be right from the finance point of view as well as
from the point of view of the objeot with which you make the grant that yu
ghould ascortain what the nceds are and why so much money is wantcd and
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for what pirposés it is used, and that }ou should make ah exdmination of the
purposcs in order to satisfy yoursclves % '

. L4
A.—Yes ; Qut so far as that is concerncd, when wo are making a grant of
8 rcourring oharaoter for the gencral object of promoting cducation and help-
ing an cducational institution,it is not up to us, consistently with the claim
of the universities that they should be autonomous, that we should be inter-
foring the whole time with their powers of expenditure.

588. @.—I should like the general principle to be examined to see if any
middle course can be followed.

A.—T1 am quite certain the department will be very glad to have practical
suggestions. As I said, these bodies have certain well-defined activities. Take
for example the Countess of Dufferin’s Fund. It exists for the purpose of
providing medical aid for women by women ; we kndw they maintain a medical
service ; we examined the question when the amount was fixed at Rs. 3,15,000
per annum and we have assured ourselves that their requirements in the way
of providing & proper medical service would be somewhere in the neighbour-
hood of that amount.

My. Jukes.—1 was only going to say this, that I understand that in certain
cases where grants-in aid are given Government do consider it necessary to
lay down certain conditions ; and where they lay down conditions aud it does
take steps to see that those conditions are fulfilled. But where Government,
having considered the desirability of making a grant, considers that it may
be made unconditionally the need of examining accounts in detail does not
arise. :

689. Mr. Iyengar.—I am only asking whether you should not be guided
by certain principles in making these grants-in-aid ?

A.—Whenever we make a new grant we take the precaution to satisfy
ourselves that it is for & proper purpose.

690. Q.—There are no general principles guiding you in this matter %

A.—Tt seoms to me that when you have to determine whether a grant
chould or should not be made on & consideration of the needs of each individual
institution, you can not have any general principles which could govern every
conceivable case.

591. Dr. Lohokare—Are there any particular grants for buildings 1
A.—No ; we just make a lump sum grant.

‘The witness then withdrew.
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Evidence taken at the Ninth Meeting of the Public Acoounts
Committee held on Baturday, (he 18th Amwccst 1425 ab

o 11 a.m.
[

PRESENT :,
Bir BasiL BLackerT, Chasrman :
Mr. Aumap ALY Kuan, \

Dk. K. G. LOHOKARE.
Mr. A. RANGAswWAMI IYENGAR.

Sirdar V. N. MoTALIK. Membera,
Maulvi Syed MurTiza SamEn Bahadur.
Mr. M. WEBB.
Kumar GANGANAND STNEA. )
Mr. 8. C. Gupta, Additsonal Joint Sacre‘tar‘}/, Legislatsve Depariment, calle] and
exama..el.

592. Chairman.—There is one question arising out of the statements
on pages 59 aud 61 of the Appropriation Report which the Committee
want to put to you. There is 8 very oonsiderable saving under the chargcs
both for the Council of State and the Indian Legislative Assembly. They
also notioe that under the head of Legislative Aszembly, in spite of that large
saving, & supplementary grant was asked for. Can you explain generally
the reasons for he savings ? .

A.—Max I take the Counoil of State and the Legislative Asscmbly sepa-
rately. Under the heading Counoil of State the chiof rcason for the saving
ig the ruling of the Aocountant General, Central Revenues, in November 1923,
The expenses of all Committees which were appointcd citker dircctly by the
Council of State or in pursuance of Resolutions passed either by the Asscmbly
or the Council of State, used to be dcbited to the Legislative bodies formerly.
Then the Accountant General, Central Revenues, ruled that these expcnses
should not be so debited. May I read out the ruling ?

593. Mr. Akmed Ali Khan.—By Legislative bodies do you mean Legis-
lative Department?

A.—No, the Counoil of State and the Legislative Asscmbly.

594. Chairman.—Was this a serious oause of saving in the Council of
Btate vote 1

A.—Yes, Sir, because we used to debit all these expenses under the Council
of State whether it emanated from the Legislative Assembly or not. The
reason why we did that is not quite olear, but I think the real reason
was that as the budget of the Council of State was very muoh smaller
than that of the Legislative Assembly these expenses were as a matter of con-
venience debited against the Council of State. According to the ruling I
have mentioned the expenses are to be debited to the departments concerned
under 47 —Miscellaneous, so there was a saving.
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. B95. Mr. R. Iyengar.—So it is a mare transference of entry ?

. A.—Not within our budget ; it went out of our budget. In our detailed
estimates for 1923-24 there is an estimate given under the head of actuals
of 1922°23 for certain committees. .

596. Chatrman.—What is the explanation of the saving under Legisla-

tive Assembly ¢ .

A.—The first point is that we always budgeted for the T. A., daily allow=
&nces, haulage of motor cars, ete.,, on the assumption that the full number of
members would attend. There are 140 members but the average attendance

has been 100 or 110. That is one point.

897. Mr, Ahmed Ali Khan.—Does that account for such a large saving
as this ¢ -

A.—No, not all. ¢

Mr. Jukes.—I have been looking at the budget estimates and I find that
provision for these committees was all made under®Legislative Assembly and
not under Council of State.

My, Kaula.~—Did the budget for 1923-24 include any provision for com-
mittees chargeable to the Council of State

Chairman.—Let Mr. Gupta finish with the Assembly before we cross
examine him. il

Mr. Gupla.—1 have already given one reason, namely that we budget on
the assumption that the full number of members will attend. Then there
was & reduction in the rate of the T. A. of the members by 209,. That is
to say we used to allow them double 1st class fare but they now get 1 3/5ths
and secondly they used to get daily allowance for one week eithee way before
and after the Sessions, but they began to get it for only three days either
way. Those are the three reasons for the reduction.

598. Chairman.—You say you always budget for the full expenditure,
is that so still ?

A.—No, now we have considerably reduced the items. May I point out
that a difference in attendance of, say, 20 members makes a very large difference
in cost because it is Rs. 20 per day for each member, and if there are 20 members
lcss, that would mean Rs. 400 a day ; and similarly for travelling allowance,
haulage of motor cars, and so on.

599. Chairman.—Now we would like to go back to your explanation about
the Council of State. It has been pointed out by Mr. Jukes that the provision
in 1923-24 for special committees was made under the head of Assembly, not
under the head of Council of State.

My. Jukes—I am wrong about that; it was not made under either
head this year ; it was made the previous year under the Assembly.

Mr. Gupta.—When we were budgeting for 1923-24 we were proceeding on
the actuals of 1921-22.

M120Fin
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.

Mr. Kavla—Your budget provislon is Rs. 2,80,000 for the Council of
Etate which consists of travelling allowance, daily allowance and haulage of
,motor cars. These are the only three items, making up the Rs. 2,80,000.

* There is no provision for any committees.

A.—Ttisall included in the general provision for allowance$, not separately.

600. Chasrman.—Do you mean to say under the head Council of State you
included provision for paying, all members of committee whether members of
the Council of State, members of the Legislative Assembly, or members of the
public %

A.—Not members of the public, only the members of the two bodies
who were members of & committee.

Mr. Kaula.—Their allowances you put under travelling allowance ?

A.—Yes. .

Q.—Not separately

A.—No.

601. Mr. Ahmed Al: Khan —What did you do about the others who were
not members either of the Council of State or the Legislative Assethbly ¢

A.—That must have been debited to the department concerned.

602. Mr. R. Iyengar.—You mean to say the bills of these members of
the Assembly or Council of State would be treated along with the Legislative
Department bills, and there included ?

A.—They were not included under the head of Legislative Department,
but under the head Legislative bodies, which is divided into two, Legislative
-Assembly ard Council of State, and my office put them under the Council
of State head.

603. M¥. Ahmed Ali Khan.—Even the allowances of those members who
do not belong to either of the two bodies ¢

A.—No. :

604. Q.—What happened to their allowances ?

A.—They I think must have been paid by the departments concerned.
If the Committee was, eay, the Racial Dm’anctlons Committee, probably the
Home Department paid it.

605. Chairman.—You say probably ; have you any certainty of that ?

A.—No, but I am almost certain we did not pay it.

606. Q.—I rather think you provide for them ¢

A.—The information I have received from my office is that we do not
pay them.

607. Q.—At any rate the posxt:on is now that these committeas are prc
vided for and that you do not now pay for the expenses of a Legislative
Assembly member under the head Council of State.

A.—No, now we have this ruling, . It says :—“ It has been decided in
consultation with the Auditor General that in future the cost of .only such
committees as are appointed by either the Legislative Assembly or the Councd

L]
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of State with instructions to report to 4t should be debited to their respective
budget grants.”

Therefore this cuts out all those committees which have to report to the?
Governor Geners) in Council.

608. Q.— A joint committee of both Houses ?

b A—A ]mnt committee of both Houses will be divided up between the two
odies.

609. Sardar Mutalik.—How did this arrangement come mto existence ?
Were there any definite orders to that effect ?

A.—There were no orders.

610. Q.—Simply because you ssved under the Louncil of Btate you
debited it t

A.—When we did it we did not know thst there was gomg to be a saving.

Mr. Kaula.—That is 8 matter of sccountmg There is no ‘specific head of
account provided for that purpose.

A.—1 admit it might have been split ﬁp, but there were no orders and there:
was one main head Legislative Bodies,

611. Sardar Mutalik.—There is only one head on which vote is taken from:
the Assembly, namely, Legislative Bodies ¢

A.—Yes. Legislative Bodies divided into two sub-heads, Legxslatlve
Assembly and the Council of State.-

Myr. Kaula.—In the ab:tract demand it is shown as Legislative Bodies,
but in the details it is shown under two heads with further details also.

612. Syed Murtuza Sahtb.—When there are two different sub-heads under:
the Legislative Bodies where is the necessity of bringing that item under the
Council of State * There are two sub-heads given separately ¢

A.—T1 have already said that there was no partxcular reason but it was ]ust
done by the office a8 a matter of convenience.

613. Dr. Lohokare—Can the Legislative Depsrtment adj ust the debit
from one sub-head to another sub-head ¥

A.—Tt was not debited from one sub-head to another because there was no-
separate provmlon for these committees. When the original grant was taken
in the detailed estimates the amount was included in the amount demanded for
the allowance of the Council of State.

Chairman.—The final authority was the Accountant General.
Mr. Jukes.—I imagine what actually happened was that though the

amount was provided under the Council of State the charges were actually-
debited to the appropriste body, whether the Council of State, the

Legislative Assembly, or any other Department.
614. Kumar Ganganand Sinka.—-Here I find Rs. 5 lakhs and odd were
ganted in the original grant in column 4 and then the actual oxpendmun folk.
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short of the original grant. Still you came with a supplementary grant of a
« epngiderable amount.

A.—There was a supplementary grant of Rs. 14,500. That happened in
this way. The Department of Education and Health took a supplementary
grant of Rs. 14,500 in connection with the expenses of the Fiji Committee.
They took the supplementary grant, but by an oversight our Department was
not consulted when they took the grant. However, that does not bear on the
question. Then, according to the then existing practice, though they took the
grant it was debited against us by the Accounts Department. Therefore it
appears here as if we had taken a supplementary grant, but as a matter of fact
we did not take the supplementary grant. If the Department of Education
and Health had consglted us before taking the supplementary grant we might
possibly have been able to tell them that there was no necessity for a supple-
mentary grant.

615. Chairman.—Ydu say that you might possibly have told them. Were

you in a position to control the progress of your expenditure at that time so
as to be able to say that you would not require a supplementary grant ?

A.—1 cannot go so far as that.

616. Mr. Iyengar.—1 want to know how the expenditure under these heads
came into Legislative Department. How did it bappen that you made pro-
vision for all these expenses ? Were there any rules by which these things come
to the Legislative Department for making & budget provision for all commit-
tees 7 By what provision either of accounts or of practice has it been made 7

A.—1 cannot give the origin of that.

Mr. Kbula.—That was the understanding at the titne that these would be
debited under the Legislative Bodies. Therefore when framing the esti-
mates both the Accounts Department and the administrative Department
should have followed that practice.

617. Mr. Iyengar.—That means that the Legislative Department is
debited with the cost of allowances paid not only to members of the Legislature
but to non-members ?

Myr. Kaula.—That was the position.

618. Mr. Iyengar.—I thought Mr. Gupta had said that the non-members
were—

Myr. Gupta.—1 ssid probably the non-members were paid by the Depart-
ment concerned. It is di ficult to say without going into the actual figures be-
cause there is no separate head for it. It is all included in the amount provided
for the allowances of the members.

Myr. Kaula.—The bills would have to be countersigned by the Legislative
Department.

619. Mr. Iyengar.—In all cases of committees and commissions ?

Mr. Kaula—1i it was a departmental committee there was no separate
controlling officer. Ordinarily all committees connected with the Legisla-
tive Bodies—their bills go to the Legislative Department and are counter-,

D)



125 .

signed by an officer of that Departmen':. Without such countersignatute the
Accounts Department would not pay.

My. Jukes.—Was the Fiji Committee & committee of the Assembly ®
instructed to repart to the Assembly ?

Mr. Gupta.—No. It was g Committee appointed in pursuance of a
resolution passed by the Legislative Assembly, but it was a Committee
appointed by the Governor General in Council to report {6 the Governor
General in Council.

Mr. Jukes.—I do not quite understand. The decision that committees
of this kind should not be charged against the Legislative Bodies budget was
passed some time before the end of the year, and this supplementary vote
was asked for on the 20th February 1924. Do you still tell us that the
Accounts Department took it against the Legislative Bodies ?

620, Chairman.—The Government of India Resolution in the Finance
Department is dated the 16th January. This supplementary is dated Feb-
ruary. It was probably not realised at that time that the change would
come into effect before the beginning of the next year.

A.~—1 presume that is the explanation.

Chairman.—1 do not think we need pursue that point further. Obvious-
ly it was not satisfactory.

621. Sardar Mutalik.—You asked for a supplementary grant of Rs. 20,685
for the Legislative Department ¢ Why did you take it ?

A.—It was really not a supplementary grant. It was & transfer from the
non-voted to the voted. What happened was this. The first Assistant
Solicitor went on leave. I understand he is non-voted. The second Assistant
Solicitor Mr. Mushran officiated and he is voted. Therefore we, surrendered
the amount wh ch was already included in the budget from the non-voted
and took it in the voted, and the same thing happened in my case. 1 was offi-
ciating then in a higher appointment and the increase in my salary was trans-
ferred from the non-voted to the voted.

622. Chairman.—That answers the question why you thought you needed
the supplementary grant, but not the question why you came for a supplement-
ary vote at all when your actual expenditure for the year was only Rs. 4,86,000 ?

A.—1 think we took up the position that we were merely surrendering the
amount that we already had on the non-voted side and were having it trans-
ferred to the voted side.

Myr. Kaula.—The surronder was all right but did you really need an addi-
tional amount under this voted section ?

A.—It was necessary because it was not provided for in the voted side.

Q.—You sce a saving there. You did not need this addition to your
vote ? The point is whether you were aware of it then ¥ 1f not, what control
have you over your expenditure ?

623. Chairman.—Your answer is that you were not aware that there
would be sufficient savings ?

A.—Yes. We were not then aware,

‘(The witness then withdrew.)
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Rai Bakalur J. P. Ganguli, AssitantGecretary, Departmet of Industries and
Labour, callel tn and examireld.

624. Chairman.—In paragraph 16 of the Auditor Ggneral’s covenng
letter on the Appropriation Report for 1923-24, reference is made to the vari-
ations between the estimates and actuals in respect of recoveries. The Com-
miftee desire to have information on this point.

A.-—This item does not concern me, Sir. Iwroteto Mr. Rau explaining
that it referred to the Central Board of Revenue. It is Stamps budget and
we know nothing about it,

625. Chasrman. ——We will ask the Central Board of Revenue about it. '

. Page 88 of the Appmpmztzon Report.—Under the Head Industries, voted,
the original grant was Rs. 44,000 and the actual expendlture Rs. 23,000.
Can you explain the varfation

A.—1 can explain some of it. “The provision under * Industries ’ includ-
ed Rs. 20,500 for the British Empire Exhibition which was transferred to 37
Miscellaneous see page 105 of the Appropriation Report.

626, Q.—What amount was transferred ?
A.—Rs. 20,500 was transferred.

627. Q.—That is the main explanation ?

%: s and I am giving this explanation on behalf of the Commerce De-
partment o are responsible for the Exhlbmon ‘budget, and who have sent
their papers to me. There is another item “ Drug manufacture,” with which
also we are not concerned. So far as our items are concerned, our savmg
was only Rs. 600.

628. Q.—These arec all the oascs, I think, Mr. Ganguli on which we wished
to examine you. Are you concerned with any of the other cases ¢

4.—You wanted to know, Sir, what system we adopt for oontrolling
expenditure.

629. Chairman. Q.—Have you any statement to make on the genersl
system of controlling expenditure.

A.—1I was examined on the same point last year by the Public Accounts
Committee and communicated the result to my Department. We have since
communicated with the various spending authorities under us and we have
received satisfactory replies from everybody saying that scrutiny is being
exercised monthly : those who have got suburdinate offices under them are
making the subordinate offices submit & monthly statement. The figures in
these monthly statements are compared with the monthly figures reported by
the Accounts office. As regards a monthly report to Government, we are
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awaiting the issue of the rules whioch #he Finance Department have under
consideration.

(Tl esust ess withlrew.)

Mr. Harris, Reputy Secretory, Department of Inlustries and Labour, called
n and examinel.

630. Chairman.—The first qhiestion we want to ask you arises at pages
39 to 41 of the Appropriation Report in connection with Grant No. 9, Irriga«
tion. The Committee desired to have full information about the control
of expenditure under this grant and to know the reasons for asking for an
additional grant from the Assembly, seeing that the total expenditure
proved to be below the original grant. We have other questions to ask, but
this is the first.

A.—T will deal first with the second portion, aboutsthe additional grant.
We were not actually asking for any additional money. There was a mistake
made in the original allocation of the grant for establishment between voted
and non-voted, and coisequently we had to ask f 't & tranefer from the non-
voted t> the voted side. There was a corresponding saving against the non-
voted grant. When we asked for this transfer, we were unaware that there
would be any saving on the grant as a whole. About the 11th of February, the
Frontier Province informed us that they were surrendering funds, but we had
already sent in our supplémentary demand ; it was probably in print by that
date and may even have been distributed to members of the Assembly. In
other words, we only heard that there was going to be & saving on the grant
about & week before the supplementary demand was put before the Assembly.

631. Mr. Iyengar.—May I take it that neither the Frontier Province
nor you keep any watch over the progress of expenditure.

A.~The Frontier Province had told us somewhere about December that
there would probably be no saving, but it is in the months from December
to March that our heaviest expenditure takes place and it is very difficult to
tell, until all the estimates are prepared after the effects of the monsoon
floods are known, exactly what expenditure there will be.

632. Q.—You get no reports of the progress of expenditure ?

A4.—No.

633. Q.—Have you made any arrangements since to watch expenditure ?

A—No. The expenditure is watched by the Frontier Province authorities
themselves.

634. Q.—You get no reports as to the progress of expenditure ?

~ A.—We get no reports and I doubt whether such reports would, in any

event, be of much value. They would inevitably arrive too late, probably
three months after the event, and, with our heaviest expenditure coming at
the end of the year, would be of little practical use for the purpose of enabling
18 to tell how our expenditiwre and grant were comparing at the most critical
time,

635. Q.—Do you mean that no system by which you can control and watch
expenditure would be useful in the éase of the Frontier Province §

4.—1I do not think it can be controlled from here,
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636. Chairman.~—We got evidenge from the Frontier officials.  They have
introduced a system of control over their oxpenditure under all the heads fot
which they are responsible.

A.—They may, of course, have such a system there, but no reports of

periodical expenditure have ever been sent to us. c
637. Mr. Ahmed Ali Khan.—Do you think it desirable to have a monthly
report ?

A.—T get a monthly report of expenditure against the Civil Aviation
grant from the Accountant General, Central Revenues, but it is of little use
to me; it is three months behind the time. That is to say, at the end of
January, I have got the monthly report up to the end of October only.

638. Mr. Akmed Ali Khan.—Is there any reason for the delay

A.—T presume the A. G. C. R. gives me the figures as soon as he hasg
compiled them.

639. Q.—He takes three months to compile the figures ?

Mr. Kaula.—Ttshould be two months. If Mr. Harris has got them three
months late I should like to look into it. Within two months wé should be
able to give him the expenditure.

640. Kuma Ganganand Sinka.—Canyou make any arrangements for the
North-West Frontier Province to have these reports direct from them without
their going to the Accountant Genersl ? o

A.—Tt could be done, but it would inevitably entail a considerable amount
of work on the part of executive officers. It is not only a question of the
actual expenditure ; there are also liabilities to be taken into account. But, as
s matter of fact I do not think there has been any lack of control. Our ultimate
expenditure has always been extremely closo to our grant. We worked this
year to within 1 per cent. of the grant.

641. Q.—When you have no control, it may be you may exceed or yo
may not spend what you have been granted ¢ :

A.—Tt has never happened. We worked this year to within Rs. 12,000 of
our final grant, and, during the year, only surrendered about Rs. 50,000 out of
a total original demand of 15 lakhs odd.

642. Q.—Can you tell us what it was in 1924-25 1
A4.—1 do not think we have the figures yet.

643. Dr. Lohokare.—Do you think the monthly returns would be of any
use in judging the expenditure ?

A.—They would be if we oould be assured of getting them punctually, and
if they contained a record of all liabilities, such as those incurred for work
done but not paid for. That, of course, is yne of the main difficulties.

644. Q.—Has your department suggested that sort of procedure %
4.—No. '
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645, Q.—And you think it would b of use ¢

. A.—T think it would be of use, but it would necessitate a good deal of
&dditional work on the part of the executive suthorities of the North-West «
Frontier Provinoe..

646. Sardar Mutalik.—Who, really sontrols the expenditure ¢

4.—The expenditure is really controlled by the authorities in the North-
West Frontier Province.

647. Q.—That is the Loeal Government !
A.—The Local Administration.

848. Q.—If there is to be any control, I suppose you agree the report
should be made to the local authority as to the progregs of expenditure %

A.—Yes. Asa matter of fact they must of course watoh the progress of
expenditure themselves, and I think the figures indigate that they do.

649. Q.—And if they reported to the Central Government you do not
think anything would be gained ?

A.—No, I do not think so.

650. Q.—And if any oontrol is exercised, it should be by the local autho-
rities ¢

A.—In my opinion, yes.

651. Mr. Iyemgar —1I find that in the year 1922-23 you worked at a much
higher margin as between the actual expenditure and the estimated expen-

diture. There is a deficiency of actual expenditure to the extent of Rs. 1,56,000
against an original grant of 14 lakhs odd ¢ -

A4.—1t is probuble that there was some special renson for that.

Mr. Jukes.—Can Mr. Harris tell us how his local authorities mainly control
their expenditure ? I take it they do not keep accounts of their own ; how do
they manage to keep 80 near their budget if they cannot get figures till three
months later ? Do they kecp any separate acoounts of their own ¢

A.~—Every executive engineer must, of course, watch his expenditure
and liabilitics to ensure that he is keeping within his allotients.

@.—Then the control is really exercised right down at the bottom by the
executive engineer, not by the head of the Province ?

A.—At the bottom, it is certainly being exercised by the executive engineer.
He is primarily responsible that he does not exceed the grant for any particular
work.

Q.—But if it is the executive engineer who is really exercising this control,
would yom not admit that probably there is a rather large element of luck in
the fact that the Province as a whole gets 8o close to its estimates as it does ?

A.—Not if that control is being properly exercised and add itional funds
are asked for or surrenders made promptly as the oocasion arises,

i (Witness then withdrew.)
MI120Fin
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Mr. Bich: er, Supersntending Bvgin.cer, Simla, examired.

672, Chajrinan.—We can go on to pages 121/122 of the Report. The
Commit ee desire an explanation regarding the variations in, the percentages.
for establishment, and tools and plant from year to year with reference parti-
cularly to the Auditor General’s opinion that the excesses were due to defective

budgeting. M. Brebner, will you answer on that 1

My. Brebmer—In this particular case there were excesses in the United
Provinces urder four heads, repairs, establishment, tools and plant and suspense.
As regards repairs the excess is due to a mistake made in the information which
the Accountant General supplied to the Auditor General which he has now
eorrected. As regards establishments and tools and plant, we are rather in
the hands of the ﬁm' Government. Under the existing rules the percentage
figure of establishment and tonls and plant charges depends entirely on the
total valye of work domg, not ounly for, the. Government of Indin, but by the
Local Government itself,‘oeing in fact a pro rafa figure. The Local Govern-
ment, in intimating their demands every year in November, advise the Govern-
ment of India what their tools and plant and establishment charges are likely
to be, and we have to accept the figure given by them beesuse we have ne in-
foxmation 88 o the amquny, of work theyx gre going to de themselves, The
system is admittedly unsatisfactory in that we are to a certain extent working
in the dark, and we have written to all Local Governments pointing this out
.and have asked them whether they would be prepared to undertake our work
for & given period of 8 say three or five, years. at a definite. figure, so that if
they; accopt. our suggestion in future we shall know exactly how we stand.

653. Chairman.—Do you expect that te result; in s saving %:

A.—No. F expect it will cost us more because no Local Government will
take any element of risk. On the other hand we shalt know how we stand.
‘When, we getreplies from Local Governments and seq what they are prepared:
te dg.oup wark fer, we.aan consider whether we.shall cazry op as we are doing,
or whether we shall alter the systom,

634. :—DPo you agree with the Auditor General’s opinion that the ex-
cesses in the U. P. are due to-defective budgeting &

A.—¥ should say in a sense they must be.

650.. Sardar, Mutalsk—Ar. 1 to understand that this Government is grop-

ing in the dagk with regard to this expenditure and budgeting.? They are
solely to depend on the Local Governmex?: ? ‘ udgeting Y

A—Yas. ensipely ; we.employ. tha Liecal Govaznments as our agents for
dning aat wagk.

656. Q.—But don’t you check anything here ? If a Local Government
gives you a budget beforehand which you think is not really warranted by the
oircumstances, what check do you ewercise in such eircumstances over the
estimates of the Local Governments, ‘
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A.—1 am afraid T have not madeumyself clear. Under the rules as they
ptand at present the peroentage figure for establishment and tools and plant
18 struck at the end of the year. The total value of the work that has been do:
in the Province, (a) for the Government of India, and (b) for the Provinci!:s'
Government, is #dded up. The total sost of extablishment is similarly added
and the pereontage is struok. The result ie the figure tis not acourately known
until the end of the year. When Loocal Governments send in their demands to
8 at the beginning of the yeat, they cah only go 6n past experieirce ahd on
what they hope to do.
" Chairman.—1 think the answer really is that the aecounts are kept by th
Adcountant General and it is he who actually works out the perceatage, ans
he is & Government of India officer. ‘

857. Sardar Mrulalik.—But what steps do you takeafter you find that the
expenditurc on tools and plant is more than what is wanantcd in the oir-
- cumstances ?

A.—We cannot do anything I am afraid.
Chairman.—It cannot be more than what is warranted.

668. Sardar Mutalik.—More then was usual. For the future de yow issue
eny instruction

A.—We canhot, we aro in the hahids of the Tovd] Governmuntd; We have
'no knowledge of the extent of the wark which they themnselves are going to do
and accordingly cannot question the torrectness of their figures.

659. Dr. Lohokare.—Do the Loral Governimefit communicate to you shy
exvess in the establishment they wish to engage ? At the time of budgeting
they must have forecasted a certain establishmens. If they wish to employ
more establishment, do they write to you ¢ - -

A.—They possibly might if special cstablishment were to be engaged for
a big work, but they would not for ordinary work because it would be under-
taken by the regular establishment.

Mr. Kaula.—May I make the point clear f The position does not dgpend
entirely un the incresse in the cost of the establishment. There may be no
change in the cost of the establishment, yet if the programme of works expen-
diture is varied during the year the percentage 6f vost of establishment would
go up or down,

660. Dr. Lohokdre.—In that case the progéammie has to bs communicated
to the Government of India ?

A.—The Local Government would know whether they had curtailed their
programme or not, and they would know whether this would increase the cost
of establishment. 1f the Local Government know, the Government of India
should know. But these factors usually come into p]a% only in February or
March, when no attion can be taken by either party. That is what generally
happens, It is too late fof eithet party to regularise matters.

661. Syed Murtaza Sahib.—Do you think that any suggestion could be
made to Local Governments which would remedy matters as regards defective

‘budgeting ?
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A—1 do not think we can mak} any suggestions which will improve
matters materially except that we might ask them, as Mr. Kaula suggests, to
«keep us informed when any changes take place. '

662. Q.—That will to a certain extent improve matters %
A.—T don’t think it will affect things materially.

663. My, Iyengar—Do you mean to say under the present system it will
be possible that the attention of the Government of India will be drawn to
these large variations in the percentage of expenditure reported to you, or that
you have no means of pressing Local Governments on these variations and
agking them for explanations.

A,—1t is not & question 8o much of safeguarding ourselves for the future,
because #s I have efplained the percentage figures reported to us depend
mainly on the work which they are going to do for themselves. That is the
controlling facter really. .

664. Q.—Do you mean to say that once you constitute the Local Govern-

ment as your agent you are simply to accept whatever they give’you without
any question {

A.—No. We would like to be satisfied, but we realise with the present
gystem that we are very largely left in the datk. We have therefore addressed
Local Governments pointing this out and we have asked them to say whether
instead of the present system they would agree to do our work at a definite fixed
figure, no matter what it costs them.

660. Mr. Iyengar.—1I am not asking you that. I am asking you whether
under the present system itself you renounce all power of controlling this expen-
diture so lorfg as the Local Government reports the amount of expenditure.

A.—We can tell the Local Governments that we would like them to send
‘us a report if they have reason to believe that the figures they gave are wrong.

666. @.—Can you not tell them, “ We find this percentage on establish-

ment, etc., is higher than what you charged last year. You must look into the
matter and see ' ?

A.—They could say : ‘“This figure has been arrived at after calculation
in the manner prescribed by rule. If you do not agree to pay these charges
you can have your work done by some other agency.” We are absolutely in
their hands as hings stand at present.

667. Q.—That is what I wanted to know. Are you in their hands once

you co;mtitute them as your agents for deing the work of the Central Govern-
ments

Mr. Jukes.—The position is really this. The Local Governments are
charging the Central Government exactly the same percentage on account of
establishments, tools and plant which they are paying themselves. They
‘have a far larger share of the expenditure to incur, and if in any particular
year they them-elves pay (say) 30 percent it will be very difficult for the
Government of India to ask them to charge them something less.
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868. Mr. Iyengar.—That means that if the Local Government in s
particular year embark upon an extensive purchase of tools or maintain an
increased establishment, it ipso facto adds to the percentage of the costs which o
the Central Govegnment have to incur upon a small item of business ?

My, Jukes.—The share of the Local Government is very much larger
than that of the Government of India.

v Chairman.—To some extent our interests and those of the Local Govern-
ments are identical. '

669. Mr. Iyengar.—It is very possible that a Local Government may
embark upon an expenditure on an extravagant basis and you will be charged
with a proportion of that extravagance.

Mr. Kaula.—We have a safeguard against that. @ny abnormal expen-
-diture like that would not be brought into account against ordinary tools and
plant. We have an accounts snfeguard against that because any special
expenditure would be brought under a special head irthe accounts and it would
not come under the divisible head.

670. Mr. Iyengar.—1he present variation is not of the unusual type and
therefore it does not require very much explanation ?

Myr. Kaula.—It would occur only in a year in which there is considerable
disturtance in the programme of works expenditure. They must have been
aj plying the axe to the works expenditure. Bo the works expenditure went
down in 1924 ard establishment charge went up.

671. Sardar V. N. Mutalik.—Have you considered the possibility of
approaching the local bodies apart from Local Governments, to whom you
could entrust some of your works ? .

4.—No. -
672. Q.—Will you consider this point and write to the Local Governments
whether this course is possible, because the Local Governments themselves

are now considering the possibility of banding over some of their work for
execution to local bodies ?

A.—We would prefer to leave such proposals to be made by the Local
Governments. If they can arrange to have our work done by local boards,
we would not mind their employing them.

673. Q.—But the Local Governments may be thinking that the Imperial
Government’s work must be done by the Local Governments alone ?

A.—Not necessarily.

674. Q.—I do not think when you ask them to do something for you they
will ask some other body to do the same for you unless you specifically say
you have no objection to the work being done through some agency which they
may employ ?

A —We certainly would not object. We leave it entirely to the Local
Governments to do our work the best way they can; whether it be done by
big contractors, small contractors, or by some other local agency we do not
mind.
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" 87B. Chairwan.—Loval Governmdnts can use the local boards es coutrac-
tors for Central Government work in quite normal course §

A4.~Yes. .

676. M. Iyengar.—1s it the case in tespect of trunk fonds in Madtas that
the local bodies have been entristed with the maintenance of those trunk roads
on the payment of a definite sum as mileage for maintenance and repaizs ?

A.—1 cannot say.

677. Chairman.—Page 123 of the Appropriation Repott. It is stated
* Grant sanotioned in Government of India Public Works Department, Industry
wnd Labour, No. A. C. W. 2, dated 22nd Maroh 1924, and Government of
India, Finanoe Department No. 1133-Ex., dated 26th Maroh 1924, for acquisi-
tion of land for the new cemetery at Lahore”. Can you explain why the
allotment was made®so late ?

A.—The position was as follows. Roughly a year before the date of
payment we got certaindand from the Punjab Government for the extension
of a cemetery at Lahore. The Looal Government advised us that the cost of
this land would be about Rs. 60,000 and they asked us to pay. At the time
we were in correspondence with the Bedretary of State regarding the conditions
by which land was to be transfetred from Looal Governments to the Central
Government and tice versa. Payment for the land in question was held up
on that ascount. Early in March, about the 11th March I think, we were told
that the Secretary of State had passed orders which permitted of our paying
the Local Government the amount due and with the consent of the Finance
Department we made the payment to the Local Government. But the debt
ha«f been incurred quite a year before and accordipgly when we made the
allotment it was no question whether. it would be utilised or not. The allot-
ment was & definite payment to the Local Government for land handed over

to us some time before.

678. Chasrman.—Bat see the explanation (A). I understand that means
that the expenditure was not actually inourred ? .

Mr. Kaula.—There i8 a printer’s error at the bottom of page 122. T
should be *“ Explanation of the causes of variation between the original and
net grants ”’ and not *‘ between Expenditure and Grant .

A.—1f we had had the orders of the Becretary of State we would have
paid the amount at the beginning of the year. It was only a quostion of
receiving orders. As soon a8 we received them there was né reason why we
should not pay.

My, Jukes.—According to the explanation this payment was not actually
made. I understand you to sdy that the Eymem had been made. But it
did not come into the accounts, anid the explanation says that it was not paid.

A.—The actual payment was madc on the 22nd March. There is a tele-
gram here  reference Chief Secretary’s letter dated so and so, grant of Ra.
71,000 includini'l departmental charges hereby allotted to cover the cost
of payment to the Punjab Government for the acquisition of land for the neiv
cemetery at Lahore during the current year ™,
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My. Jukes.—It is the Accountant Benerasl who actually makes the pay-
ment ?

Mr.*Kawla.—The payment would be made in the first instance by the o
Collector of the djstrict. There must have been some difficulty there.

679. Chasrman.—In any case, on the general question does the depart-
ment take special steps to secure that allotments are not made so late in the
year ?

A.—We are very particular about that.

680. Saxdas V. N. Mutabik.—You say that you have taken steps to see
that you do not issue orders for expenditure at a late hour. Have you issued
specific orders about allotting expendituze after Jamuary 1

4.--Each individual demend has e come up before us and the necessity
for the same to be explained. We then judge whether funds should be provided
or not. In a case like this where a liability has been incurred and we were only
awaiting the orders of the superior anthority before baying there is no reason
for nct making the allotment.

681. Q.—If you come to the Assembly or ask the Finance Department to
make an allotment as late as March de you expect that the money will be spent
during that year ?

A.—TIt depends entirely on the eircumstances of the case.

682. @.—Do you not think that the execution of the work will take some
time 2

A.—TIn this case we were actually paying for a thing which we were given
a ycar before.

683. Q.—But it could not be done earlier in that year 2

A.—We were awaiting orders of the Secretary of State on the principles
that shou)d govern such. transactiens, Till his orders were received we couldr
make no payment.

684. @:—You should have asked for the amount for the next year ?

A .- There was no point in doing so. We were paying for a thing which
we had got over a year before. The Local' Government rad been kept out of
the money for over twelve months.

685. Chairman.—The question is whether there was any point in making
an allotment so late that was bound to lapse ? '

A.--There was no question of lapse in this case because we were actually
paying the Local Government what was due to them.

686. Q.—There is dispute as to facts whether the payment was made in
the year or not.

Mr. Jukes.—There is another question. Was this payment actually
being made to the Punjab Government or was it being made to the people
from whom the land was acquired ? Had the Punjab Government actually
paid the owners of the land and were you mersly recouping the Punjab Govern-
ment ¢



136
‘A.—The Punjab Government I should say had actually paid for the-land
quite a year before, because if they had not we should have had to pay interest-
charges as well. In similar cases where payment to the owner of the land has’
*been held up we have had to pay not only the cost of the land but interest as
well. ¢ :

Q.—But are you prepared to say that this amount does not include inter-
est charges as well ¢

A.—1 should think that the sum does not include interest charges because
the amount we paid was the amount we were asked for a year before.

687. Sardar V. N. Mutalsk.—The Punjab Government had already paid
for the land ¢

A.—1 think that must be the case.

688. Q.—Then itewas only a question of adjusting accounts between the
Central and Local Governments 1

A.—Yes. .

689. Mr. Webb.—Q.—According to this note the land has not been ac-
quired ? ’ ’

A.—1 think that is incorrect.

890. Chairman.—Will Mr. Jukes kindly let us have a statement® a3 to the
facts of the case?

The Committee desire to suggest that details of allotments from the
reserve at the disposal of the Public Works Department should be given in the
appropriation report. In dealing with the Finance Department it has been
arranged that the details of the use of the Finance Department reserve should
be given. Wenotice that details are not given for the Public Works Depart-
ment reserve. There is a further question which we want to ask you. For
what purpose is this reserve used ?

A.—The first charge on our reserve is lapses from the previous year. With
a view to putting a stop to the rush of expenditure at the end of the year we
have now given{ Executive officers a definite promise that the money which
lapses will be the first charge on our reserve. Once these charges are met the
balance is used entirely for unforeseen and urgent work.

691. Q.—Is it used for this purpose entirely ?

A.—Yes. . .

Mr. Kaula.—Is there anything to prevent the local Administrations who
exercise the powers of re-appropriation or for the department who exercise
the powers of re-appropriation to transfer from this reserve for any other
service? Would your Audit Officer object to it for instance ? :

A.—This I should say would depend on the audit officer. Imay add that
we have no objection to giving the details as is suggested. '

692. Kumar G. Sinha.—When you can not foresee it, how can you give
details 1

A—We could give them later.

* Appendix X1V,
t Appendix XIX,
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893. Chasrman.—There is & saving under Original Works but during the
eourse of the year quite a considerabld sum was added by other competent
suthopities with & view to additional expenditure. Can you explain the

Variatiods t

A.—1 am afAid we have been let down by the Local Government here.
The position is that they asked ug for an extra grant for work which was urgent
and did not intimate to us that they expected a lapse on this other work. As
9 matter of fapt we did not hear of the lapse st all.

694. Dr. Lohokare.—Do you receive any reports about expeaditure ¥

A.—They should have let us know.
695. Q.—Have you issued any orders for that recently ¢
A.—Many. °

696. Q.—Da you get monthly reports ?

A.—Here T think there is no doubt in this case tkat the Local Government
had not proper gontrol of the situation. Fhey should have known that there
was goigg to be a Japse in another part of the province and should not have
spphed foran additional grant. '

697. @.—Are there any means by which you can know this ¢

A.—Not except through Local Governments.

- 698. Q.—Do you think it would be useful if you could get monthly
reports ¢ '

- A.—We do get reports but we cannot check them or satisfy ourselves that
they are correct in all respects.

699. Q.--You cannot check them.

A—No.

700. Chairman.—Page 126 of the report ? The Committee desire to know
why no formal allotment was made to cover the oxpenditure in question ?

A.—The acoounts of the year had been closed when the necessity for an
sllotiment was brought to light. For this reason it was considered that a formal
«allotment of funds was not necessary. The circumstances are as follows : —

Some 10-15 years ago certain rest houses were constructed on the Lohit
¥adley Road, At the tixne they were constructed, no one apparently imagined
that they would be required for long and they were therefore built to a very
inferior specification. This has proved to be wrong and recently the local
authorities have been repairing, improving, and in places rebuilding these
rest houses, and charging the expenditure to repsirs. ~ The local Accountant
General questioned the propriety of this and said that the charge should be
# chaxge against original works and not against repairs. He did not bring
matters 1o light.during the course of the year and apparently did mot insist
on a formal allotment of funds, Personally 1 think that the allocation dopends
very largely on the extent and pature of the repairs,

Mj20Fin '
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My. Kauls.—1f it was & newiy sanctioned work it should go before the
Finance Committee. ¢

A.—Strictly speaking what ought to have been done is this. They should,

¢+ when preparing their estimates, have shewn clearly how much of the work to’

be done was chargeable to repairs and how much to original works. If the

original works portion was over the ten thousand limit, it ought to have gone
before the Standing Finance Committee. *

701. Sardar V. N. Mutalik.—Where do you draw the line between original
works end repairs

A —That is a rather difficult question to answer. Our rule is that when
the work done increases the value of the property as an asset, then the amount
by which the value is increased is charged to original works,

702. Q.—It is a‘rather vague rule?

A.—Mr. Kaula will I think agree with me when I say that it is rather a
ticklish question, In ous new Code we have re-drafted the rule and tried to
make it clearer. .

703. Sardar V. N. Mutalsk.—What will prevent any executive officer

from applying any grant for original works to repairs or vice versa in certain
cases {

A.—You mean what will prevent people from being dishonest ?

704. Q.—It is not & question of dishonesty. I would call it irregularity ?
A.—1t is the duty of the inspecting officers to chegk such irregularities.

705. @.—Don’t you think that this is & case where you can easily evade
the superwision of the Assembly ?

Mr. Jukes.—In this particular case it did not escape notice.
706. Q.—You have issued definite orders on the point ?
A.—There are any number of orders and rules.

Myr. Kaula.—The existing rules are sufficient. They will not escape the
notice of the Audit Officer.

707. Chairman. Pages 219 and 220 of the report. Irrigation works not
charged to revenue (voted). The Committee are puzzled as to the meaning
of “ modifications sanctioned by competent authorities,—-11,000 ?

A.—I think this is part of Mr. Harris’ work. I am sorry I cannot explain
it. :
708. Chairman.—Page 222 of the report, appropriation accounts of capital
outlay on New Delhi ¢

4.—That is for Mr. Rouse to explain. He is appearing before you later,

709. Chasrman.—Are you concerned with any of the cases mentioned in
the Audit Report # Would you tell us which you are concerned with 1

A.—Paragraph 3 2774 to zzwi.
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710. @ —The Committee desire to have full particulars of these cases and
%o know whether any steps have been taken to improve the defects of the sys-
tem which allowed such irregularities. Would you take one by one or all
together. "

A.—1I think we had better take them together, as they all refer to the same
division. '

711. §.—Was it the same officer in each case }

A.—Yes.

Taking the first case, sub-paragraph zzvit the officer is charged with not
calling for tenders in an open and public manner with selecting his own con-
tractors and giving them work at estimated rates, an action which resulted in
loss to Government. There is nothing to be said in explgnation of the irregu-
larity. The charge is correct and the officer concerned should not have acted,
as he did. '

Sub-paragraph zziv—The officer is accused of Pushing expendituré late
in March as a result of which contractors were overpaid. The charge is jus-
tified. In fact the case is worse than the report makes out, for recently fur-
ther irregularities resulting in loss to Government connected with this work
have been brought to light. I can say nothing in defence of the officer.

Sub-paragraph zzv.—Similarly with the shortage of stock referred to here.
The charges made are perfectly justified. Such a state of things ought not to
have been allowed to occur at all.

712. Q.—Then we come to undue postponement of payments. What
disciplinary action has been taken against this officer 1

A.—He is an officer who was employed by the Government of kndia after
he had retired from the service of the Punjab Government. He was taken
on towards the end of the war when it was very difficult to get suitable officers
and he was taken on in a temporary capacity. He has since been got rid of,
and I can suggest no way, therefore, in which he can be punished. Further
1 think in » sense it would be unfair to hold him entirely responsible, for the
Government of India extended his service (after being asked by the Account-
ant General not to do s0) knowing quite well that in many respects he was
unfit for the appointment.

713. Q.—Was his record with the Punjab Government satistactory ?

A.—1 understand it was.

714. Q.—The irregularities then were those which occurred when he was
taken on in a temporary capacity f

A—Yes.

715. Q.—Your statement is that these irregularities were discovered but
he was still continued to be employed ? |

A—Yes. He was kept on for nearly 2 years after the notice of the

Government of India had been drawn to irregularities in his division. Sir
Frederic Gauntlett drew the attention of the Government of Indm to the
irregularities and suggested that the officer’s services should be dispensed

with.
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We tried to get a suitable toan to replace him but failing to de so-had to
keep him on for another year. As soon as we got somebody to tale his plaoe
* we dispensed with his services. . .

716. Mr. Iyengar.—Don’t you think this is & case in which the giiestis®
of reducing the man’s pension might bé eonsidered # o

A.—X doubt it. I think the local Government for whom he was ,wo::k-i
"ing when he earned his pension ‘would strongly resent any such suggestion.

717. Q.—Is it w question for the local Government to decide/ Has
the Government no power to reduce the pension of a man who has behaved
in the way this man has done, although he might have done loyal servios,
to Government ?

A.—He is drawing pension from the Punjab Government where his #er
vice was satisfactory. I doubt if that Government would agree readily to
teduce his pension beoatise the work he did for the Government of Indis
was not good. '

Chairman.—The question, therefore, is whether the Panjab Government
fs willing to reduce his pension in view of the aotion taken or not taken by
him. 7

" Mr. Iyengar—If the Punjab Government does not think that this is
8 casé for taking aotion the Government of India have no power in the
matter ?

718. Chairman.—Have the Government of India siiggested to the Punjab
Government that action should be taken against this man /

T e
A.—They have not; as a matter of faot the audit officers themselves
dropped the case in view of the fact that the officer in question had left
Government service and because on a previous oocasion the Public Accounts
Committee had deoided not to pursue similar irregularities committed hy the
same officer brought to light in a previous audit report, on the ground that
no suitable punishment oould be taken against an officet who had retired.

719. Chairman.—Were not the irregularities such as to raise the question
of criminal prosecution ?

A.—1 think they were. At any rate, the one relating to overpayment of
contractors was, I think.

720. Q.—Was the question of criminal prosecution considered ¥

A.—T think it was, and it was decided that we had not a good enough
case to secure a conviction. As a matter of fact, most of these irregularities
were brought to light a very long time afver the trandactions took place. Most
of the staff concerned in fact all, I think, with the exception of one msn, had
left Govermment sérvice. T ‘

721. Q.—éStil_l the decisive question should have been whether s criminal
prosecution was likely to be at all successful. Tl further question would be
whether criminal prosecution could not be useful as a deterrent.

[ ]
L
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A.—My perevaal opinion is that sd far as being a deterrent is “concerned,

1 ghould prefer to prosecute in a case where we would be reasonably certain
of a corwiction. °

722. Mr. Iyengar—The Audit Department or the Department of the
Government of India proceeded on the assumption that when a pehsioned
man is re-entertained and he Inisbehaves, the question of dealing with his
pension cannot be touched and, therefore, once a man has done loyal service
and earned & pension, it is a matter beyond their province to interfere with
his pension.

A.—Not always. We have recently been considering a somewhat similar
vase in which the behaviour of an officer drawing a pension from the Central
Government is concerned. In this case the Government of India have decided
that the question of punishing the officer by reduciig his pension may be
considered.

. 7123, Q.—If you are prepared to consider this qyestion so far as the Central
Government is concerned, certainly you can make & suggestion to the local
Government in the same manner.

A.—Yes we might make a suggestion:

724. Q.—And if there is a general policy in this matter, then that could
be enforced on the local Governments ?

A.—1 doubt it, because we would have to thoroughly satisfy the local
Government that everything we said about this man was correct. In the case
of a man drawing pension from the Central Government you have only got to
satisfy yourselves.

725. Q.—I am only saying that this is & question of principle, which ought
to be considered.

No answer. .

726. Mr. Akmed Ali Khan.—You told us that the service shewn against
him while he was serving in the Government of India was not a good record.

A.—Yes.

727. ‘Q.~~What -action did you take ?

A.—We reprimanded him @nd told him that kis services would be dis-
pensed with.

728. Q.—And yet you continued to keep him.

A.—Until we could get a suitable man to replace him,

My. Kaula.—Was his pay reduced or increased ?

A.—TIt may have been increased. I don’t remember. It certainly was
not reduoced.
«Q.—1 -suggest that it was'actually inoreased.
A.—I am not prepared to contradict you.
. 199, .Kumar Ganganand 'Sinha.—Was .any legal apinion taken whether
iho man eould be prosecuted !
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Mr. Kaiils.—Not within the knowhedge of the Audit Offics.

A.—An investigation was held by the Superintending Engineer.and an
Audlt Officer into certain of these irregularities and a report was written, and
8o far as I remember the papers were not shewn to any lawyer.

. 730. Q.—So the department decided by itdelf that no criminal prosecution
would lie
A.—As ] have already said we dropped the case on the advice of the
Audit Officer. Hesaid that in view of the fact that the officer had left Govern-
ment service and that no effective action could be taken against him he did not
pee the sense in prosecuting matters further.

My. Jukes.—I amenot sure that the audit officer dropped the case. He
has actually put his objection in the audit report.

731. Maulvi Murtasa Sahib.—Are we to understand that no com-
petent officer was available for these two years !

A.—For one year. After the Accountant-General drew our attention
to this officer’s unsatisfactory work we wrote round to local Governments and
asked them to let us have a suitable man to replace him.

732. Dr. Lohokare.—Are there any instances of such irregularities being

handed over to police for investigation 1

" A.—May I correct a statement I made. These papers were shewn by the
Superintending Engineer to the local Magistrate and District Judge and his
advice taken. I remember the circumstances now.

My. Kaula.—The shortage of stock case was shewn to the local magistrate
and the District Judge and they advised thatsthe case should not be pursued.

733. Sardar V. N. Mutalsk.—What was the rank of this officer ?
A.—Executive Engineer.
734. Q.—What rank did he have under the Punjab Government ?

A.—1I think he finished his service as Executive Engineer or possibly as
Assistant Engineer.

Myr. Kaula.—Executive Engineer.
735. Q.—He was taken in the same rank ?

A.—Yes.
736. Chairman.—Q.—Was this officer granted an increased pension ?

A.—I think he applied to the Government of India for an  increased pension:
but his request was rejected.

78Y. Q.—Was that the increased pemsion he would have eamned had he
continved } "
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A.—Had his service under the Government of India been satisfactory,
1 think he probably would have got sdmething.

738, Sirdar V. N. Mutalik.—Q.—How long did he serve this Government 1 .
A.—From about 1918 to 1923, about 5 years.

739. Q.-—Ho‘w is it that these frauds were discovered after a very long
time 1 *

A.—They were brought to light in the audit report.
740..Q~~How.long did it take for the Auditor to vheck ¥

A.—Executive Engineers’ offices are inspected by the staff of the
Accountant General once a year.

741. Q.—Do you think that the system of employing retired officers is
very good ? e

A.—Personally I am opposed to it.

742. Q.—Was his pay increased ? »

A.—1 cannot say ; Mr Kaula says it was.

743. Q.—Was it a permanent increase ?

Mr. Kaula.—He was given an increase of Rs. 50 after these reports had
been made by the audit officer. His services were retained for a definite
period.

A.—1 have here a note written by Sir Sydney Crookshank regarding this
officer. 1In it he states that his out-door work and his executive work generally
speaking was good, and that it is a regrettable fact that his accounts work was
so inefficient, and this he attributes to the fact that he is a man of poor educa-
tion. . .

I may say that he is an entirely self-made man and my own impression
is that he was not capable of understanding and never really tried to underatand
the intricacies of accounts. At the same time I think all his shortcomings
were not due to ignorance.

744. Chairman.—Take the charge made against him of not calling for
tenders publicly. I hardly think this would have been a case of failure to
understand accounts.

A.—1 agree. What I meant, Sir, is this. There is any-amount of evi-
dence that this officer left the whole of his accounts work to his office staff to
do. He took little or no interest in it. For months on end cases dealing with
accounts questions on which orders were required lay on his table and he
passed no orders. -

745. Sardar V. N. Mutalik.—He was retained for two years after these
frauds were brought to light 1

A.—He was retained for the best part of two years after certain other
irregularities were brought to light, because as I have already explained, we
could not get a suitable man to replace him. :

\ . T46. Q —Did you requisition to any other Government } o
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A.—We wrote to several local Governments and asked for a man.
747. @.—You could not get a man to take his place ?
«  A.—No. Not a man possessing the qualifications we wanted. o

748. Q.—What were the qualifications of this man. H» had not passed
any examination, I suppose ?

A.—All I can say is that those whose names were sent up by local Govein-
ments were rejected by the Government of India as being unsuitable.

749. Q.—Did you write to any other Government except the Punjab ¢?
A.—Yes, we wrote to several local Goevernments.

750. Mr. Ahmed Ali Khan. Q.—Are you still employing any retired
officers in your Depax;tment ? .

A.—1I do not think we have any one now.

751. Chasrman.—Page 37 of the report, paragraphs 6 and 7. Hyderabad
Division. * The Committee desired to know what action the Government of
India have taken in the mat

A.—There are two charges here. The first is that an order for ecertain
machinery was placed with a firm, an actiop which resulted in & losg of some-
where near Rs. 5,000 to Government. I would like to deal with this first. The
actual position was that some work of a very special nature hal to be under-
taken in Hyderabad, work which the ordinary Public Works Department
engineer could not really be expected to advise usefully on ; the local engineer,
not !eehng competent to advise, requisitioned the service of 8 firm who were
experts in this particular class of work and asked them to advise. This firm,
‘after careful examination, advised what should be done—their advice took the
form of recdmmending that certain machinery should be purchased from a well-
known firm st Home for whom they were agents in ludis.© Their advice was
socepted and an order was placed with the Home firm. The Indian
agents charged as their fee an agency charge of 10 per cent and it is te
this that Audit has taken exception. Personally I eonsider it wrong to call
this a loss to Government. Had the Executive Engineer not taken expert
advice the loss to Government would possibly have been much greater. Ag
a matter of fact the procedure adopted follows very much on the lines of what
is now a rule of the Indian Stores Department.

T52. Mr. Iyengar.—I should like you to cite the rule which enables
Jyeou to place orders with firms of this kind ?

A.—] oannet gite the rule offhand hut the Btoves Department, I ﬂunk
T am right in saying, prefer to place orders for machinery, net mede in India,
with local Agents, to obtaining it direct fzom abroad.

753. Chairman.—Page 27. Material deviation from the estimate for »
‘work sanctioned by the Government of India without the approval of that
.o.uthority and even of the lpaal Administration. :
"~ A.—This is a breach of rules, but not » serious one, and it led to no
loss to Government. What happened was that, during the course of the
exeoution of certain work, the authorities changed their winda and thought
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that something different to what was provided for in the estimate would be
an improvement. Unfortunately, the engineer only got the approval of
competent authority to part of the alterations which were made, doing the
other part on his own responsibility. His action led to no serious result,’
however, for these was no exoess either over the estimate or over the provi-

sion made for the work. . a

754. Q.—What disciplinary action has been taken ¥

A4.—We eould not take any action. Here again the man has left Govern-
ment service. Further, he was not, in the strict sense of the term, @ Govern
ment engincer. He was not a P, W. D. man. He was & man whom we em-
ployed as agent te do our work.

165, Chairman.—Page 28. Civil works. The [lommittee desire to
know whether the state of work showed any improvement at present.

A.—This refers to work in Simla. I hope thepe is an improvemeat.

756. Q.—Have you anything further than the statement that *“ no marked
deterioration in the quality of aseount work was noticed. ”

A.—1 am in a somewhat awkwavrd position here, as I am in charge of the-
Simla Imperial Circle myself. When I took over charge many things were
not in the state they should have been in, but I think they are gradually being
put right. It all takes time, however.

Witness then withdrew:.

The Committeo then adjourned ill 11 A2 on Monday the 17th August
1925,

Evidence taken at the tenth meeting of the Public Accounts
Committee held on the 17th August 1925 at 11 a. m.

PRESENT.

8ir BasiL BLACRETT, Chairman, .
Mz, Amxep Au Kuax 1
Dr. K. G. LoroRARE
Mr. A. RaNGASWAMI IYENGAR

Maulvi SyEd MURTAZA SAHEB BAHRADUR Members,
Mr. M. WEss

Mr. H. G. Cooke

KUMAR GANGANAND SINEA

Mr. Jokes and Mr. KaoLa were also present.

. Mr. Rouse, Chief Engineer, Delhi, and Mr. @rindal, Finanoial Adviscr
ths Chief Er.gineer called s and examined.
» , MI20FinD
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757, Chairman. ~The first question that we want to ask you arises out of
page 222 of the Appropriation RaporE and paragraph 9 (¢9) of the Auditor
Goneral’s covering letter, in relation to expenditure on Delhi Capital outlay.
{The Auditor General in paragraph 9 (g) of his covering letter draws attention
to the non-utilisation of a sam originally provided for Land Acguisition and then
partly re-appropriated to salaries. .

Mr. Rouse.—May, I ask Mr. Grinda) to 'explain this, because he was here
at the time of the Badget

Mr. Grindal.—The .actual position is this. As regards the Rs. 1,33,000
transferred to the head ‘‘ Salaries and Allowances” the actual expenditure’
against that was Rs. 1,00,653 and has been shown under the head A Salaries
and Allowan-es where there is an exzcess sown. Itisan error, I think—a
misunderstanding in the matter of accounting. Of the Rs. 1,33,000, one lakh
was actually utilised. «

758. Chairman.—Q.—There was expenditure in England of 5} lakhs.

A.—Yes. .

759. Q.—Where is the loss on Exchange here shown ?

A.—The loss on Exchange is shown in one instance against Salaries and
Allowances at the top and the balance is shown under D—Work Expenditure.
It has been carried to its final head under D—Work Expenditure. . -

760. Q.—What has happened is, you have shown the loss on Exchange as
part of the expenditure on salaries paid at home or expenditure in England on
works ?

A —That is right, Sir. Of the Rs. 6,44,000, Rs. 5,63,000 was spent and
the loss on that was about Rs. 2,73,000 of which one lakh came under Salaries
and Allowance and Rs. 1,72,000 came under Works Expenditure and both the
items have heen carried, to their final head of accounts. R

Mr. Kaula.—You see the accounts'are presented in & different form from
the Budget estimates. Which of the two forms is he correct form ¢ "

Mr. Grendal.—The accounts is the correct form.

Mr. Kaula.—Then, may we take it that your estimates are not correctly
prepared ? :

A. The demands and estimates are prepared for expenditure in England.
Loss on Exchange is kept out of the account. Accordingto the special
orders of the Audit Office and the Finance Department it is adjusted during
the course of the year and the loss on exchange is carried to the final heads of
accounts. In the first instance, we budget in lump sum, because we do not
know what the lo.s is going to be nor under which heads it is going to occur.

Myr. Kaula.—You know that your Budget estimates d4re supposed to be
a forecast of the accounts. How can we compare the actual expenditure with
the estimates unless the two are prepared in exactly the same form ?

A.—The accounts provide for it. During the course of the year we take
the money from the Budget estimate and put it to the proper head of account.

761. Chairman.—1If the estimate shows no provision under loss on Exchange
separately, when this Committee comes to compare the oxpenditure with the
estimates, the material for making the comparison is not there,
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A.—The loss on Exchange in Delhi'’is very peculiarly dealt with. It is
outeide the Budget estimate for the New Capital. We got special permission
from the Government of India to keep the loss on Excharge as an automatio
addition to the bydget figures whatever the loss might be on a 2s. basis. We
have arranged with the local Audit Office for a special appendix to be shown'
in the finance accounts and in this is exhibited all the loss on Exchange that
is incurred outside the Budget estimates.

762. Your estimates for 1925-26 are still compiled with a separate
head for loss on Exchange. It is still your intention when it comes to the
accounts to distribute the loss on Exchange to the particular heads where it
occurs ?

A—Yes. We have to do that, I am afraid, Sir. As a matter of fact,.in
the estimates for 19256-26, you will find some slight improvement. We have
actually shown loss on Exchange under salaries. We now show it separately.

My, Kaula.—That is exactly the point. Have yoti done that 1
A.—We have shown that in two parts.

My. Kaula.—You would have no objection to both the accounts and the
estimates hereafter being prepared in the same form, and the accounts made
clear to this Committee ?

A.—In the new proposals this has been provided for.

763. Ckairman.—We come now to the Audit Report. Page 33. The
Committee desire to have a fuller explanation of the matters referred to in
paragraph 8 (v) of the Report at the bottom of page 33 and the Auditor-General's
letter forwarding the report. '

Mr. Rouse.—There was. a certain amount of furniture written off after
being surveyed under proper authority ard with the approval of the Super-
intending Engineer. It represents a value of rather less than 1 per cent. of
the value of the stock of furniture in Delhi. The furniture was absolutely use.
less and was scrapped and sold for a sum of Rs. 233. Every year the furniture
is overhauled and whatever is useless is written off and sold.

764. Chasrman.—Has this furniture been used at all 2

A.—1It had been used. Most of it was Lought in 1912 or ¥913. It had
been used in camps, quarters, ete. ’

765. €.—This is net new furniture that has been bought, kept m stock
and deteriorated ?

A. No, Sir, it has all been in use.

766. Q.—It was originally purchased some 13 years ago 1

A.—Every year, we purchase a certain amount. I do not know if these
rarticular items were purchased in 1913 or 1912. They have been in use for
& good many yeers either in camps, in clerks’ quarters, or the bungalows,

767. Q.—There is nothing abnormal about this deterioration ?

A.—Nothing abnormal, Sir.

768. Q.—It is used {urniture and not furniture in store,

4 —Yes.
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769. Mr. 1 yenga}.-Wa.s this futhiture actually in use when it was put

to sale ¢
¢ A.—FEvery year the furniture is overbauled after the Government of India

have left, and the stuff that is useless is put aside, inspected by the Buper-
intending Engineer, and written off.

770. Q@ —These ‘tems of furniture were declared unserviceable on'y in the
year in which you sold them 3
© A.—Yes.

771. Q.—And therefore, I take it, they must have been in use in some form
or other at that time ?

A.—They were in use up to the end of the previous cold weather.

772. Q.—Do yodf think that furniture which was worth Rs. 12,000 odd,
which was in use actually, could only fetch Rs. 233 in auction ?

A.—1f you could seessome of the furniture that comes back from the camps
and quarters, you will realise its valueless condition.

773. Chairman.—Do you think that this is due to normal wear and tear ?
A —Yes, Sir. After all, if you had 100 chairs and one of them went to
pieces at the end of about 10 years’ service, you would not consider it anything

abnormal. We have over 12 lakhs of furniture. Some of it is crockery which
gets broken.
774. Q.—What is the total value of the furniture ?
_A.—TIt is well over 12 lakhs.
178, Q.—What percentage do you recover as rent ?
A.-—l} per cent. per mensem, or 15 per cent. per year.

776. Ahmed Ali Khan.—You get rid of a certain stock every year and
_yet at the end you get rid of the whole lot.

A—No, no. We have got over 12 lakhs of furniture.
777. Q. —1 am referring to the furniture which you rold.

A.—That particular furniture was certainly worth no more. It was sold
in auction. Most of it is absolute scrap.

778. Mr, Iyengar—Don’t you think it would be a better system to con-
demn furniture which has been destroyed or broken and treat it as loss instead
of saying that it is unserviceable farniture which ought to be auctioned,
because it gives a very misleading idea of the actual price.

Chairman.—1 think that is just the system. A certain amount of fur-
niture each year proves to be unserviceable. It is sold for what it would
fetch and the balance is written off the stock account.

My. Kaula.—The result of the wholesale survey of all your furniture at
the time was that only a few articles were found unserviceable ?

Myr. Rouse.—The actual facts are that the useless furniture which the Estate
Officer collected every year from the quarters and from the camps —

\
[ ]
[ 3
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Mr. Kaula.—Excuse me,.I only want to know the facts of this case ?

Mr. Rouse.—I am stating the facts of this case. The Estate Officer
collected the furniture that had become unserviceable, and I myself wents
round and saw a§ the furniture so collected and passed orders as to how it was
to be dealt with. That is done once a year. But my successor has now ordered
it to be done twice every year. * T myself do not think it is much use doing it
twice a year; it is only once a year that most of the tenantsleave their quarters,

Myr. Kaula.—These particular articles must have been inspected 12
months previously ¢

A.—Of course I do.not myself go round to every camp and every bungalow;
1 could not do it.

Mr. Kaula.—8ome responsible person must Wave inspected these
articles 12 months previously ? Would it not have been more economical

to condemn these articles 12 months earlier ? R

Chasrman.—1I do not think we need pursue the matter.

779. Sardar Mutalik.—Are there any more items of depreciation in addi-
tion to these ?

A.—This figure is the actual figure showing the depreciation.

780. Q.—Is there anything in addition to it as depreciation %
A.—We do not keep accounts in that way for furniture.

781. Chasrmar.—In paragraph 16 of the Auditor-General’s Report,
referring to page 64 of Audit Report, he says that a very large proportion of
expenditure in Delhi is placed under objection and that the Committee will no
doubt desire to know what remedial measures have been adopted by the
Chief Engineer. Have you any statement to make on it ?

A~ Mr. Rouse—The circumstances of Delhi are rather different as
regards the accounts from the ordinary methods of procedure which obtain in
other provinces, and I do not think the matter as reported in the Audit Report
is a fair commentary. Our percentage of objectionable expenditure is put at
269 and as I shall show later, this represents the percentage on actual cash
outlay and not on the emount accounted for. Also in this there are certain
errors. For example, looking at the major items, there is one item of excess over
estimate, the A. D. C. Railwey Diversion 2,46,000—that item I may mention
is not in any case under our control—certain credits were, however, wrongly:
allocated by Audit and the credits have since been adjusted and the excess
reduced to Rs. 94,000. As I have already said, the expenditure is not under
our control ; the work is done by the Railway authorities.

Then again, there are the three items of the purchase of travelling cranes,
broad gauge wagons ard channellers ; all these have been included as having
exceeded the estimates ; the excesses represent loss on exchange which our
estimates do not provide for. Our estimates are based on a 2s. exchange.,
" in accordance with the orders of the Government of India, so that these items
. are not really excesses over estimates ; we were acting according to our orders,

]
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These items make up Rs. 3 lakhs of th objections. I have not gone into the
smaller items to check their acouracy, but there are probably other errors.

*  Another large olass of objections concerns the want of estimates, but this
includes a large volume of expenditure on the preparation ef stone, manu-
facture of bricks, etc., for the building works for which duly sanctioned esti-
mates ‘exist. For instance, we have the item ‘of collection of materials for the
Central Buildings, dressing stones, etc. The expenditure there held under
objection is Rs. 2259 lakhs. It cannot be said that there is no sanction to
this. Itisreally a suspense account and all the expenditure is carried forward
to the estimates sanctioned for the buildings ; that is to say the stoneyard
merely prepared the stone for the Central Buildings where we have a pro-
perly sanctioned estimate. In accordance with paragraph 358 of the Code,
in this particular casq, no estimate need have been sanctioned ; it only re-
quired the approval of the Superintending Engincer—as a matter of fact
we had in the Central Office, estimates for the preparation of stone which had
been passed by the Superintending Engineer and they were ultimately
sanctioned by proper authority. We were, however, recasting the estimates
and recasting our method of accounts in the stopeyard and, therefore, sanc-
tion was delayed ; but what I am pointing out is that we did not need to have
separate sanction for this work. v

Similer cases are those of the electricel repair shop and the Barakhamba
repair shop—the total of all these items is Rs. 2365 lakhs. There are other
items of & somewhat similar nature, such as the gencration of electrical energy
and the running expenses of the water supply which are gross and nett
estimates. The difference between the gross and the nett figures (which is
nearly the whole of the estimate) is passed on to the building estimates, etoc.,
for which dely sanctioned estimates exist.

782. Chairman.—The only other point raised by the Auditor General is
about these outstanding objections—ob ections outstending since 1918-19
opwards—some of these items are said to-be very old and it is said they seem
to call for special attention.

Mr. Rouse.—We are going into this and doing our best to dispose of them.
We have got our central accounts office now and I hope to get them all squared
in a few months now.

783. Mr. Rangaswam: Iyengar.—Can you say bv what extent all these
itcms will reduce the percentage of objections %

Mpr. Rouse—Might I also explain another thing with regard to this. We
have innumerable adjustments in our accounts between Divisions. Expendi-
ture like the stoneyard expenditure is carried out by one Division and passed
on to another which keeps the accounts of the expenditure against the
sanoctioned estimate; and most of our expenditure is incurred in that
way and the result is that we were in 1923-24, actually accounting for about.

times the actual cash outlay, and, therefore, even if the erroneous items are,
included, the percentage of objectianable expenditure on the amount, accounted
for is less than 109%,.
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784. Q.—TI am asking, having regagd to the fact that the Auditor General
"has asked that the Department will no doubt desire to know what remedial
measureg have been adopted by the Chief Engineer, whether you cannot »
make improvements in the statement 8o that the percentage of these may be re-
duced. »

' Mr. Rouse.—The percentage ‘will be reduced to a very large extent now
through the Central Accounts Office, because we only have one adjustment for
every transaction. Previously a Division which burnt bricks for & building
Division, credited its account and debited the building Division, similarly the
other Division credited the burning Division and debited its own accounts,
This led to two possible objections over one transaction. Now we have only
one adjustment on sucll a transaction, which is made in the Central Accounts
Office. . :

785. Am I to take it that you arc looking into it and taking remedial
measures ?

A.—We have done and are doing so. »

786. Chairman.—This Contral Accounts Cffice is expected to get rid of
most of these objections. Have you anything to add, Mr. Jukes ?

Mr. Jukes.—1 am not in a position to challenge Mr. Rouse’s statements
about particular items in the account because we haven’t the audit officer here
who actually handled these things. I should just like to make certain remarks
about one or two gencral statements.  With regard to Mr. Rousc’s statement
regarding the itcm of loss on exchange—that the Finance Dcpartment had
agrecd to the existing procedure by which no cstimate for loss on exchange
is made, my answer is that this may be the fact but it doe: not remove the
excess expenditure and that, so ‘ar as the Legislative Assembly and the Publio
Aococounts Committoc are concerted, there is still an objettion whichis and must
be raised. The mere fact that the Finance Department have agrced to ex-
penditure in the absence of an estimate docs not absolve the sperding autlo-
rities from giving an account of this exrenditure to the Public Accounts
Committee and Asscmbly.

Chairman.—1 do not think that is quite the position because the Assembly
actua'ly votes money for the loss on exchange in each year.

Myr. Jukes.—My recollection is that the Assembly is in no way committed
to vote this money for loss on exchange.

Chasrman.—It does vote it.

My. Jukes.—It votes it in every individual year. The whole thing is
difficult. The Assembly votes the expenditure in one actusl year. It has
not agreed to the complete expenditure on the project including the loss on
exchange.

787. Chairman.—Has it not agreed in this case, Mr. Rouse ?

Mr. Rouse.—As 1 understand the case, it has agreed. It was accepted by
the Government of India in the Finance Department.

Myr. Grindal—The Finance Department sanctioned the expenditure
without reference to the Assembly in the first instance.
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788, Chairman.—So the positiongis that the Government of India have
told theAssembly that if there is any addition over and abovethe estimate
they will come up for a special sanction, including loss on exchange.

My. Grindal.—Yes, Sir.

789. Mr. Iyengar—Is it not possible to show particu'fam of the loss of
exchange under several departments and put them before the Assembly.

Chairman.—It is done 80 even now.

Mp. lyengar.—When the expenditure under a grant is actually incurred,
is it not right that we should have at least all the details of the expenditure
that is incurred on account of exchange in the several departments.

Chairman.—You do get the details as 8 matter of fact in the estimates.

Mr. Jukes.—About the railway expenditure. I think you called it A. D. C,
What does that meanY

Mr. Rouse.—It means the diversion of the Agra-Delhi Chord.

Mr. Jukes.—As a matter of fact, a certain portion of it is actually charged
against the Delhi project estimate

A.—Yes.

Myr. Jukes.—Even though it is not under your control, the fagt remains
that there is an excess agains the estimate ?

A.—Yes, But the officers doing that work are not under my control in
any way. '

790. Chairman.—But the responsibility for keeping an eye on the progress
of expenditure is yours ?

A.—That is so.

791. Mr. Ahmed ‘Ali Khan.—Do you take any departmental action to
reduce the percentage of objections ? .

A.—We are always endeavouring to reduce the percentage of objections.
We do not like them any more than Audit does.

792. Q.—But have you taken any special steps to that end ?

My. Rouse.—We are doing our best to reduce the percentage. In a great
many of these cases the objection was due to “ want of estimates.” Estimates,
however, existed, and were under scrutiny in the Central Office. In other cases
there was *‘ want of agreement.” Tenders had, however, been called for and
accepted by the competent authority and the contract documents had gone
to the Central Office for scrutiny. Owing to rush of work in office, there were
delays in completing the contract documents and issuing sanctions to esti-
mates. As s matter of fact once a tender has been accepted by the proper
authority, you have an agreement in law. Y

793. Dr. Lohokare.—There was excess under the Railway expenditure.
Has that excess been regularised ?

A.—Yes. But as I have already pointed out the excess was in this case
mainly due to wrong accounting.

Chairman.—I think we have no more questions to put to Mr. Rouse

(The witness then withdrew.) o
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My, Sim, Fina:cial Commissiorer, Raxlway Board and Mr. Philipe, Acoou:tand :
: Ueneral Rurlways examinel, : .

784.» Chasrman.—Ploase see paragraph 4 on page 2 of your Appropriation »
Report, regarding reapprepriation. The Auditor General states that the
Public Accounts Committee may desire the Accountant General to mention
specifically in his report the cases in which reappropriation has been mades
Has that been done ?

Mr. Philipe—We have always reported incortect reappropriations. As
8 matter of fact, on account of our system of pre-audit proposals for improper
re-appropriations are stopped before ‘orders are issued.

795. Mr. 1 yengara—.l should like to know from Mr. Sim what is meant by
this passage on page 2. “ The question of laying dowp a general policy for
the construction of staff quarters on railways has also been under consideration
of the Ra‘lway Board but no decision has so far been arrived at.”

Myr. Sim.—The Railway Board has now prepared a scheme which they
are putting up to the Government of India for sanction. They are proposing
to lay down definitely the staff for whom quarters must be provided and also
that all the expenditure in connection with quarters on any particular rail
way shall be pooled and shall give a definite return. But these proposals have
not yet been sanctioned.

798. Q.—Have these proposals been put before the Railway Standing
Committee !

A.—These proposals will go before the Committee as sbon as the Govern-
ment of India arrive at a decision on the question.

797. Q.—You mean to say that you will put them' before the Committes
after the Government of India has arrived at a decision %

A.—We wish to know first what the Government view is and then we will
go to the Committes. »

798. Q—There are two things. The Finance Department has of course
the right to scrutinise the estimates and to consider the case before you put i§
before the Standing Finance Committes. But the general question of the
provision of quarters and the class of people for whom they should be con:
structed, are matters which will be decided in the Railway Board of the Gov-
ernment of India.

A4.—Not necessarily. The various degartments are concerned to a
certain extent and they have all got their differént methods of arranging
quarters for certain classes of the staff,

799. Q.—All that I wish to say is that it is better to lay these schemes
before the Standing Finance Committee first. 1f they have any suggestions
to offer, the scheme can go before the Government of Indid.

 A. The present procedure is that the Government of India must come to
some decision before a propesal is laid before the Standing Finance Comuuitted.
.Ml20Fin
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1 think yorr precedure, on the othrer hgnd, would tather put the Government
of Irdia in a very awkward fx.

«  800. My. Tyengar.—Paregraph 5. In regard to the question of re-appro-
‘priations of grants, last year you came before the Public Aocounts Commit
tee amd explained that & new procedure has been adopted snd you explained it.
1 would like to suggest 10 you wirether t woudd not be better ‘or yeu to adopt
the procedure which they follow in England, namely of taking Votes on Account
and then coming to the Assembly, instead of merely going tothe Standing
Finance Committee. Don’t you think it would be betterto conte to the
Assembly and ask them for a Vote on Account
A.—We have rather changed the whole of the procedure with the con-
«cutrenice of the Standing Finanee Committee. What we have done is this. As
regards the stores whish we require for individwal worke, the Standing Finance
Committee have agreed that after the work hasdeen sanctiomed » cortain amownt
-of money may be spent on a particular werk tnd the indemt shall be sent
forward simply with a certificate that thestores-are included within & sanetion-
-ed estimate.

801. Chasrmah. Q.—In paragraph 6 the Auditor General draws atten-
‘tion ‘to the romark ‘of tho Assountant General s to requirements of funds in
Tadpoct of wwpital outlay being overestimatod and that sufficiort attention was
not paid to the matter of revising cstimates and arranging for roappropristions.

What have you to say to that

A.—The Committee is awarc that in past ycars there have beon enor-

*mous lapses both under the capital grant and the grant for revenue expenditure
7in connootion with works, That was due in theold daystothe fact that as the
‘railway authoritics were never oertain of the amotnt of money they were
:going to gof thiey mever‘oould make proper arrangoments for spending ; we have
‘boen assurcd by the Agents of all the railways that whon a work is sandtiened
the one thing to consider is the question of getting along with the work ; this
‘s5paration of finanoe has only just becn started and they have not got it into
‘their heads that money will be forthooming when necessary ; consequently they
:are still inolined very largely to overestimate the amount they are likely to
require so that they -shall ret be hindercd in thoir work ; for example, in the
-ourrent year the Agents asked for roughly 33 ‘orores for capital expenditure
and, I think, about 12 eroros for programme revenue expenditure. It was
'porfectly-cortain that thiy would not be able to'spend the whole of that amount
‘and we cut down the amount to 23 crores as the amount which they wore like-
ly to spend on eapital account ; and in this way we hope to be ablo to get nearcr
to actuals, although we do not antieipate that we shall ever be able to approxi-
mete a8 closely to the estimates #s wedto in-other portions of the budget.

802, Dr. Lokokare.—Is it the practioe in the railways to overestimate
capitalexpondivure 1

A.—Onder the old sgs"eem they were debarred from spending overthe
-existing provision ; in order not ‘to have ‘work stopped they mxturklly made
‘provision for proceeding with the work under any oontingency thot anight-arise
and this led to-overestimsting for & particular yeaz.
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803. Q.—And it will continue to gé on ?
thirdA.TNo ; this year we bave got the Agents’ estimates cut down by ones-

€04. Mr. Cogke. - Q.—-Huve you cut down the grant from 33 to.23 ctores’-
really without telling the Agents ?

AT have told the Agents’ that they might spend up to 33 crores if they
.could and that I am responsible in that case for making arrangements that, they-
_shall be put in funds, by going to the Legislative Assembly.

805. @.-—Have you any figures at present to show if your estimate of
23 crores is likely to be eg:zeedZd‘? . ¢ '

A.—The workinéyear has hardly started yet.

806. Kwmar Ganganand Sinha.—Do you not think the present arrange-

rent can be improved so as to have s cloge guard over t#hs expenditure ?

A.—~But we have a close guard ; the check that we bave got is over the
total amount sanctioned for each work ; for examplg, when we sanction & crore
of rupees for a work, it might first be estimated to spend 50 lakhs in one year

-und B0 lekbs in another ; but mistakes arise about the rate of expenditure and
instead of £ lakhs they might spend only 25 lakhs in the first year and 75 lakhs: .
in the second year ; what we have got to see is that the tatal estimate of 100
Iskhs is not exceeded and that is the important thing.

807. Q.—1Is it npt possible to devise that in all cases of excess over the esti-
mates you should go to the Assembly ?

A.—We do that, but that is when the whole grant for the year—of 23"
crores—for all railways is exceeded. If there is a deficiency anywhere we ean
transfer from one railway to another ; we only come to the Assembly if we anti-

' cipate an excess in the total grant voted by the Assepbly. The Agents them-

- selves appropriate from ome work to another inside the railway.
~ 808. Q. —Mr. Ahmed Ali Khan.—Do you not thiok that it is an unsatis-
factory arrangement that the Agent shou'd submit to you an estimate and shat-
you should revise it ?

A.—No, I do not think 5o ; I should always revise it.

809. ©.—What inducement have you to do so# Burely they are better-
" informed about their needs ? ' -

A.—1It is their tendency %o overestimate that I check, Last ycar we
spent between 18 and 19 crores ; since then railways have been making efforts:
to increase the works staff and I have estimated that they would be able to

‘make an increase of rough'y 25 per cent. in their spending capacity ; that was
roughly how I worked out the estimate of 23 crores for this year.

810. Mr. Iyengar—1 want te get a clear idea of what the p!lsltmn is:
Do you tell the Assembly when you put down in the budget an estimate
of 23 crores for capital expenditure that really you have got estimates for
33 crores from the Agents, and that you expect them to spend en'y 23
crores 7 )

Aa——Yel. .

811. Q.—And you reappropriate the capital grant made for one railway,
w8 part of the sanctioned achedule, to another #
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A. Certainly ; and we have alwags had those powers, that is to say, as
regards the rate of expenditure; it does not give any power to sanction
. important works not placed before the Assembly. The Schedule shtws the
total amount proposed to be spent on a work, and the &mgount anticipated
that will be spent in the ensuing year and in passing that the Assembly and the
Finance Department agree to the total expenditure on each individual work ;
and where there are substantial variations in any estimate of probable ex-
penditure on any individual work i.e., where there is a substantial increase
in the amount sanctioned for the whole work, I put it to the Standing
Firaice Committce. I do not put it before the Standing Finance Committee
where there are merely variations of the probable' expenditure on each
individual work. .

812. Q —8o far ag thece variaticns are ccncerncd within the gmnt.itsel.f,
the Assembly has really no centrol 7 Cnce we give the 23 crorcs, then the
Finance Department is the master of the situaticn ?

A—~Yes, ¢
813. Q.—Do you think that satisfactory ? Do you notthink the Assem-
bly ought to have more real power: ?

A.—1I do not think so; I donot think there is & single estimate putJfoi'waa:'d
by any Agent regarding the amount likely to be spent cn eny individual
work in any single year that can possibly be definitely adhered to.

814. Q.—Can you not by insp: cticn of the railways be in a position to
advise railway administrations to make their estimmates more accurate ?

A.—Weare trying to do that, but it takes a certain amount of doing.

815. @.-—You say you have cut down the estimates from 33 to 23 crorcs :
you are therefore proceeding on estimates which are to* your knowledge
faulty ; cannot you improve this system ?

A.—We are trying to improve the estimates; but take for example
Madras ; we put down substantial sums there for the construction of new
railways ; at present what is hampering the work and what is in fact knocking
the Agent's estimates out of recognition is the fact that there is enormous
delay in acquiring land, which does not lie with the Agent at all—it lies with
the local Government.

816. @.—But surely you can estimate that 7

A.—We cannot estimate that.

Myr. Jukes.—Mr 8im has given a description of the way in which these
estimates are prepared, which I am quite sure the Committce wanted, but
he has not yet touched on the actual point which is raised in paragraph 6,
namcly, the question of better control by individual Railways of the alloca-
tion of funds and re-appropriation from one head to anothcr. The question
was whother that can be improved.

Mr. Sim.—As regards works, the question whether it is really nccessary
to take these individual sums and mark them against cach work is a matter
which we are at present discussing with the Auditor General and the Acocountant
General.  Under the present rule the Agent has got to move money from one
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work to another. Personally T am very doubtful whether wo should not give
him simply a lump sum for all. the works. As regards other heads, we are
trying ad far as we 01n to get the Auditors on company lines to get a little nearer
to their ostimates, as far as revonue cxpenditure is conoerned at any rate.

817. Mr. Iyengar.—Can yon ot exeroise more detailed sorutiny than
meroly suggosting to them to got nearer their cstimates ?

A.—They have got to report to us whenever they ‘antioipate any sub-
stantial altoration in theit original estimatcs.

818. Q.—Evon in revenue expenditure ?

A.—Both in rcven§e expenditure and in capital expenditure.

819. Chasrman Q.—The next point raised is in paragraph 7. According
to paragraph b of the Government of India Resolutton of 1824, cascs cf
change in tho method of acoounting, such as thosc desoribed, will Le
oliminated in future. .

Mr. Philipe—May I explain? It is rcally not a change in the mcthed
of aooounting at all. It was rcally an adjustment which had been wrongly
allooated in the first instance. Thero was no change in the method of account-
ing.

820. Mr. Iyengar.—Paragraph 8. You are considering, I take it, a com-
prehensive revision and rearrangement of the forms of the present annual
Capital and Revenue accounts of railways, Has this been carried out ?

My, Sim.—We are only just beginning.

821. Mr. Iyengar.—Paragraph 10. You are now having a now p:inciple
adopted in regard to costing improvements. I would like to know whether
this allocation between the two will be made from any, part of the Deprecia-
tion Fund which you set apart.

A.—Yes, the revenue portion comes from the Depreciation Fund.

822, Q.—You say that this, in effect, would result in Revenue being
charged with the past cost of the worn out property, etc.

- A.—Not on company lines. We have not been able to come to an arrange-
ment with the companies. '

823. Q.—-That would be a matter of time ?

A.—The point is simply this. If we bring in these new rules of allo-
cation on company lines, they will score heavily in a way that was not con-
templated when their contracts were framed. Unless we can get some quid pro
quo we do not propose to apply this to the accounts of the companies.

824. Q.—This method of separating the cost of depreciation, wear and
tear, addition by way of improvement, etc.-—I want you to tell me how it
bears, for instance, on the question of renewing automatic couplers. You
will recollect that you put down 80 lakhs this year.

A.—The Depreciation Fund is solely started for what is known as corplete
units ; that is to say, it will only apply in the case of the renewal of a complete
wagon. If a bitof a wagon is simply put in, that goes against ordinary repairs
It is only when you bring in a complete wagon that we bring into play the
question of Depreciation Fund or any allocation,

Juest
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-825. Q\—Take the question of addition or remewal by having automabic
couplers. You incur an expenditure of 80 lakhs. Isit mot & case of im-

‘provement and therefore an addition to the total value of the wagon't

A.—On the contrary, the cest of the automatic couplerss is less than the

.cost of the existing couplers. It must be § gharge against revenue,

826. Q.—Do you mean to say that the wagon is not improved by the fact
of the additien of an autématic coupler ?

A.—The working of the wagon may be improved, but the cost of the wagon
has not increased. The existing couplers coat more then thq automatio
vouplers.

- f
827. Q.—Does it not imprave the value of the stock

A.—Certainly it®does.

828. @.—Therefore, should you not to that extent charge it to eapital
account ? "

A.—We have already abolished this system of charging improvements to
capital. What we have on now is entirely the cost basis. That is to say,
{f we replace a thing by a certain other thing costing exactly the same amount
of money, the whole money comes out of the Depreciation Fund. If.the new
article costs more, the extra cost goes to capital, so that, capital in effect in
future will represent what money has been spent on the cost of the existing
assets. We go entirely on cost now, whether it is an improvement or nos.

829. Q.—Even if the wagon-is worth more, in your accounts it will be

‘shown as of less value.

Mr. Philipe.—It depends on what you call value.

830. Q.—How miuch was written off in respect of the eld capital that
has been replaced ? :

A.—We do not treat couplers as a unit at all. 'We propose to moeet the

“whole charge from revenue. It is only when we scrap a complete wagon

that we bring into play the question of the Depreciation Fund.

831. Chasrman.—Paragraph 11. You say that a medification of the rules
is now under issue.

Mr. Philipe.—Measures have already been taken towards the reduction
of stores balance. Certain rules were issued in December, 1928.

832. Chairman.—@Q.—Paragraph 13. The Auditor General suggests that
the Public Accounts Committee may wish to comment on the importance of
introducing piece-work and a bonus system a3 soon as pessible. Have you

-anything to say on that ¢

Mr. Sim.—Tt has been introduced on most of the Railways as far as they
can, but it is not a matter in which you can rush. For instance, on the Burma
Railway, the other day they started introducing the piece-work system in
the workshops and the workmen were naturally very hostile, and the Agent

- had, T think, for about two years, to continue to pay them either monthly
“wages or what they would get under the pieoe-work system, whichever was

the greater. Then there was an audit objection raised that where we introduce
the piece-work system, we should not pay the men anything more than ttey



ure éntitled to on the piece-work basis. This Tweamt in'the cage of & ocertainy
number of workmen—a very small percentage—that at the boginning, they
got less than they got umder the old monthly wages system, and we had to
msist ‘orf this practice being continued for several menths, It is e very
difficult thing to change the basis of payment. In the Burma workshops they
have saved very substantial sums of money, although at the same time in a
few cases they are still paying mén‘more than they are entitled to. We cannot
rush. Every Agent is trying to introduce it as far as he can.

. Mr. Phlipe—1 know that there is & lot of difficulty, because
I happened to be on the North-Western Railway and what they call a bonus
system was introduced, and we had difficulty extending for several years in
getting workmen to look dt it at all with favour. We had to go very slow.

833. Kumar Ganganand Sinha.—What is the difficulty experieaced in
Kenchrepara, te which you refer in this paragraph ?

My, Philipe. A.—The question of Kanchrapara has been rather a diffi-
calt one. 'We tried to ostablish & sepasate Worksh8p Audit Office thess, but
there was difficalty sbout }(u&fters and accommodation. This difficulty has
been overcomse and the Wodkshop Audit people are gradusily trying to bring
tn prece werk amd bonus system there, the same as they have got on the North-
Western Raitway. That is all the reéferense to Kenchrapars there. Asa
matter of fact, we sre rather waiting just at present, because the Railway
Board hiave deputed & Workshop ‘Officer ard am Accoutits Officer to study the
piece-work and bonus system on English Railways, and a good deal would:
depend on their report as to 'the lines on which we would jpreceed hare.

834. Dr. Lohokarc.—Please sec the statement ut the bottom of paragraph
22. It shows a temporary wset-back.

A.—~Yex. ¢ *

835. Dr. Lohokare—Has it improved ?

Mr. Sim.—Yes, it improved in the following year. There is nearly always
a set-back whenever you make an increase in fares.

836. Q.—What is the percentage ?

A.—T1t was mentioned in the Administration Raport in full ; I have not
got the exact figures for these railways here.

837. Mr. Webb.—Don’t you think there has been some falling back on
account of the increase in motors ?

A.—1 can’t say. ,

838. Dr. Lohokare~-(Paragraph 25 (b)]. Has this been credited to the
general revenues, or elsewhere ? -

Mr. Sim.—It is & revenue credit and is the opposite of the entry .of
revenue expenditure in .provision of land for subsidised Companies.

839. Q.—You have added it to the railway receipts or to the general
Budget ! | .

A.—TIt comes under a separate head. There is a separate head ‘of expen-
diture for expenditure on land supplied to subsidised Companies. On the
receipt side we have got a head--reccipts from subsidised Comnanine ¥

2
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I mesn by revenue expenditure is expenditure met from the revenues of the
railway for the year. Uude.r the contracts with the railways the cost of land
supplied free to companies is met from the railway budget.

840. Mr. Cocke.—Have you any explanation to make on the quéstion of
the progressive rate of fuel economy. ¢ '

. Mr. Sim.—-We get in returns every month now showing the consumption
in each railway per engine mile and per ton mile. If the figures on any line
go up the Agents’ attention is drawn to the matter and the results watched.

841. Mr. Rangaswamy Iyengar—On the Bengal Nagpur Railway, the
Eastern Bengal Railway and the Oudh and Rohilkhand Railway there is an
increase in the fuel expenses—what is the reason ¥

Chairman.—The point is really brought out on paéé 12—theratio of oper-
ating expenses. ¢

Mr. Sim—I have nothing to add to the explanation there. The only
thing is that the bulk of the traffic of the Bengal Nagpur Railway is in minerals,
coal and manganese carried at an extraordinarily low rate, and if the propor-
tion of minerals carried in any one year compared with the rest of the goods
carried goes up, naturally your ratio will go up. I mean if in any particular
year you carry an enormous amount of goods that are carried at a very
tht rate, naturally your operating ratio as compared with the gross receipts
will go up,—and the Bengal Nagpur Railway is particularly liable to it.
The main proportion of it is coal and minerals which are always ocarried at
an extraordinarily low rate. -

842, Q.—Was it the case this year that on these railways minerals were
carried in larger quantitics than they used to be?

A.—T have not the figures available but suggest that as a reason in this
particular ease. c : ‘

843. Mr. Iyengar.—Isn’t it unreasonably high on the Eastern Bengal
Railway 1 .

" Mr. Sim.—1I don’t know if you know that railway, it always will be very

much higher there than in any other railway—because it has to tackle all
these rivers, and there are heavy expenses in connection with pulling down
temporary 1 nes on the Eastern Bengal Railway.

844. Q.—I am asking you whether you agree with those comments ?

A.—1 agree generally with the comments.

845. Chairman.—That is, that it is higher than it might reasonably be
expected to be?

41 thin}c go. A good attempt was made to cut down expenditure last
year. Itis being worked at a profit now. There is now a very substantial
improvement. Of course I must explain that on this line one way in which
gome saving has been effected is by closing down certain stations which have
never paid.

. 846. Q.—There is a considerable expenditure in working expenses by the
train mile } '

A.—We do not work out expenditure usually on train miles except foy
passengers—we usually work out b ton miles, ' o
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847. Q.—But it is worked out at traip miles on page 11 ?
A.—Yes. There is an improvement.

848. Dr. Lohokare—How is the high cost of work on strategic sections
of the North«West%m Railway (page 12) explained ?

A.—We have shown them separately in our Administration Report.
The commercial section is shown' separately.

849. Q.—Are you now making it a separate grant ?
A.—Yes. The money for the strategic railways is provided from general

revenues, not from railway revenues. We give you a return merely on the
capital sunk on the comyegcial lines and not on the strategic.

850. Dr. Lohokare.—Is it going to be charged to the military budget

A.—That question was raised before the Standing*Finance Committee
on Railways and it was promptly dropped because it was pointed out that the
only result of transferring it to the military budget would be to make it non-
votable.

851. Chairman.—Q.—With regard to the Auditor General’s note have
you any explanation to make with regard to paragraph 43 ?

A.—This rofers to proposals to supply land to these subsidised Companies.
Thoe Government of India decided not to spend any more money but to con-
struot the lines themselves. Consequently the grant here was not utilised
but it will be spent by the Government of India themselves under another
head.

~ 852. Q.—Have you any statcment to make about the programme of

expenditure ?

A.—The 150 crores thing has practically been dropped. The<Asscmbly
of course is still bound to provide 150 crores, but from each railway we get a
programme showing what they propose to spend during the next five years and
this is put up now before the Standing Finance Committee. I mean the
original programme which totalled up to 150 crores was overhauled. We have
got a fresh programme every year for the following five years.

8563. Dr. Lohokare.—Q.—May I know the cost of that programme over
and above the money not spent out of the 150 crores ?

A.—1 am afraid I have not totalled them up. Fresh returns are just
coming in from the Agents. As far as I remember they expect to spend
roughly about 25 crores a year. The other proposal that is referred to has been
dropped entirely.

854. Chairman.—Please see page 24 of the Appropriation Report. The
Auditor General points out that an excess has ocourred in the case of non-voted
grants. This gives rise to the impression that Government make more provi-
sion for voted grants and deal with non-voted grants as a matter of minor
importance %

A.—T1 am sorry that the Auditor General has got this opinion. We
pay as much attention to the non-voted grants as to the voted grants. As
regards this particular item, namely 18§ lakhs for interest charges, I am afraid I

HC120Fin
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personally have nothing to do with it. The amount that we pay fot interest
charges depends entirely on the average rate of interest which is charged on the
Government of India loans for the last few years and also upon the rate of
exehange. Iam afraid I cannot controlthem. In thesecases we usually adopt
the figures given to us by the Finance Department which regylates the provisiom
under the same head for the whole of the Budget.

855. @.—The point made by the Auditor General is that no steps are
taken to regularize the excess. We are proposing on the civil side to introduce &
system by which any excess on a sub-head, which we propose to introduce, will
have to come up for formal sanction at some stage.

A.—We propase to follow that prooedure. Bubitly'sc figures regarding the
interest chargoes we received far too late to enable us to come up in that year,

866. ¢.—In thisparticular case the exoess was simply due toa reduction
moved by the sanctioning authority. It was not an excess on the usual vete.

A.—The other charges, I may also explain, are due to the fact that it is
rather difficult for us to know beforehand whether they are voted or non-
voted. It depends entirely upon the particular officer who may be employed
for a particular job. For instance, a man can be appointed to do a work.
His pay may be non-voted ; but the pay of the officer whom he has rblieved may
be voted. But it does not mean that the total grant has been exceeded. Im
fact, it is very difficult to say at the beginning of the year whether the pay of the
officers on a particular work will be voted or non-voted.

Chairman.—1t is not strictly an excess at all. It is a saving on the origing}
grant.

857. Mr. Iyengar.—But the point made by the Anditor General is that
whenever there is an excess of minor importance you always put it under the
voted head rather than the non-voted head.

A.—This is not so.

Chairman.—We now come to page 45 of the Report, Have members
any questions to ask ?

858. Dr. Lohokare.—Please refer to paragraph 1, Bengal-Nagpur Railway.
Does it mean that there are no means of control of progress of expenditure 7

Mr. Philipe—That is rather a special item. It wasat the end of the year
and posaibly there was no time to get reappropristion made.

859. Q.—But ycu must be knowing the number of foreign wagons %

A.—There was a great deal of trouble about the hire charges of formﬁ
wagons, The accounts were disputed and it has taken about four years to sett
the accounts.

860. @.—But you know the namber of wagons nsed and the terms on which
you have hired them ?

A.—We did not know this till after the month was over. It haa te ge
through the Wagon Pool efficer at Alahabad.
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881. Chairman.—Are you not'in a position to control this. You ought to
have some idea of the liability ? ‘

A ~~Ordinarily we have, but in this case there were lot of arrears. There,
.Was a census which was disputed by several railways.

]
863. Q.—In future such a thing is not likely to occur ?
4.—Not to this extent.

. 863. Mr. Iyengar.—Please see the bottom of page 45, 8 (b} 1 should
‘Yike te khow what is Khost Celliery ?

~ Mr, Sim—This is_one of the collieries of the N.-W. Railway. It was
working at a loss. ‘ .

864. Chasrman.—Why was there such a long delay in writing off the loss t

My, Philipe—The position is that the colliery had never actually paid its
way. The difference between the price of the coal as issued and the actual
‘cost, is charged at the end of the year to the ordinary working expenses of the
railway. Why there should have been any delay this year, I do not know.

868. Q.—So you have no explanation as to why this delay has happened ?

A.—They have to get the sanction of the Agent. I do not exactly know
why there should have been a delay in this case.

866. Mr. Iyengar.—Page46. Ifind in the case of several railways that the
reason given for short expenditure is less work done on the railway sleepers or
renewals. I would like to know whether there is no definite programme by
which Railways are asked to complete sleepers and rails by a certain fixed
vabe oz is it merely dependent upon the amount of labour they have got ?

4. —They have got a definite programme in each railway. But there is
always trouble about the receipt of the materials by particular dates.

867. Q.—That is the main cause ?
A.—Yes, the receipt of rails and the réceipt of sleepers.

868. Q.—This year it waa also due to giving effect to the Retrenchmumt
Committee’s cuts

A.—Yes. . All these schemes were held up for several mounths until they
were 8xaminéd by the Railway Board.

869. Chairman.—Page 48, Item (3). The Auditor Genertl draws atten:
tion to the erroneous adjustment which also led to saving under programme of
reveny®,

My. Stm.—That was practically universal. Most of the railways in India
Jbefore we separated off the finances at the and of the year did not find enough
.meney in the Revenue account and they charged it to the capital and as soén
as they got revenue granted in the following year the credit was given to the
capital. It was one of the things which we brought up in connection witl the
separation of accounts. They have been told definitely that they can get all
the money that is needed whether it be from the Revenue account or the
Capital account.
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. My. Philipe.—In'this case there was rather a special thing. The erroneous
adjustment was really due to the fact that the allocation was not fully noted
on the voucher which came up and both the office which sent in the bills and

¢ the vouchers and the audit office misunderstood matters and put them all
under the Revenue head. r

870. Q.—This is the Chief Auditor of the Railway 1

A.—Yes of the Eastern Bengal Railway.

871. Dr. Lohokare.—Page 50, Item (1). 1s it premature retirement or
compulsory retirement ?
A.—Establishments were reduced very substagtiilly under the Inchcape

cut.
872. Mr. Iyengar,—So you retired people with a view to effect economy ?
A.—Yes ; alarge number of people were made to retire.
873. Dr. Lohokare.—Was there any procedure laid down for these retire-
ments ?
A.—The question of disposing of the establishment was entirely left to the
« Agents. It waslargely a matter of efficiency.
874. Q.—In explanation (4)—Eastern Bengal Railway—it is stated that
there was a shortage of officers.

A.—They were really trying to economise and consequently they did not
recruit to full sanctioned strength in the way they would have done ordinarily.

875. Q.—There was no dearth of suitable men ?

A.—No ; it was merely a question of not filling up all the vacancies to see
if they could get on with a smaller staff than the sanctioned strength. o

876. Mr. Iyengur.—Q.—At page 53—paragraph (1)—it is said that the
excess is due to larger consumption of coal per engine mile than was provided
for : why was that ?

A.—1I expect it was owing to additional traffic and more engine miles
qun : there was an increase of 4-7 lbs. in the consumption of coal per engine
mile.

877. Q.—Is it that you have got an engine which consumes more coal ?

A.—More coal per engine mile.

878. @.—Why did you not anticipate it ?

A1t is impossible : it depends on the quality of the coal and other
factors too. The reason was this, that there was an increase in the ton miles of
4} per cent., that is, in the amount of goods carried : the actual increase in
cost is-only 2 per cent. ; it is the ton mile that ultimately regulates the consump-
tion of ceal ; the more the engine has to pull the more coal it has to consume.
The explanation is that they were doing more work and consuming more fuel.

* 879. Q.—May I then put it to you thut there was really more traffic and
that that cost more per engine mile

4.~ Certainly,



185

880. Chasrman.—Page 54, item (1}. Have you anything to say on that !

A.—This is the same question as the one we have been discussing before,
estimates of expenditure on programme revenue expenditure. The Bengab
Nagpur Railway as a matter of fact have always been even more optimistic
than other lines :'his year we cut down their estimates by one-third.

881. Q.—Re. item (2). The Auditor General also asks here as to why
there was failure to make the adjustment mentioned in the last sentence ?

A.—The point is that the engines were not scrapped in that year and we
do not adjust them till the engines are scrapped.

882. Q—Item3 % 2

A.—As regards item (3), that is an impossible thinq)to do in the beginning
of the year ; a rough estimate is made of the value of the rails, but the actual
valuation can only be done when the rails are taken out and their condition
scrutinis>d. ‘ ’

883. Mr. Cocke.—Is it a question of weight %

A.—1t is a question of the condition of the rails—what they will fetch if
you sell them.

884. Q.—Why was the figure taken at Rs. 100 ?

A.—That was the estimate the Chief Engineer originally made; but it
was afterwards found that they were in a worse condition than he anticipated.

885. Mr. Iyengar—9.—Do you mean to say that a rail deteriorates 25 per
cent when it is taken out of one place and put into another ?

A.—1t is impossible to say what the condition of the rails is until you
actually pull them up. I quite agree that it was a bad estimate, but we never
expect them to be absolutely accurate.

886. Mr. Cocke.—Is it a question of relaying them somewhere else, or
do you sell them ?

A.—There is a market for old rails and they can be sold.

887. Chairman.—The Auditor General asks, as regards explanation 8,
why provision was not made in the estimates for the arrear charges of previous
years 1

My, Philipe. A.—I have got a reply from the Chief Auditor, East Indian
Railway, and he says :—

“1 have the honour to state thatin 1920-21, 1921-22 and 1922-23
certain portions of the main line were relaid with heavier section
of new rails than provided for in the estimates for relaying for
those years. In allocating the actual expenditure to Capital and
Revenue, the Engineers debited Capital in excess. When the
Revised Budget Estimate for 1923-24 was prepared, the question of
adjustment between Revenue and Capital on this account was undet
reference and the amount required on Revenue account had not been
definitely ascertained and was underestimated .”
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888, 1tem 10 ? .
. A.—As regards item (10), the adjustment for these boilers was tarried out
¢n aotordance with certain orders from the Railway Board which were issued in
April, when it was too late to surrender the grant.

889, Q.—When were theso spare boilers asked to be deak;, with in this way 1

A.—The yoint really was this: The question has been raised by the rail-
way companies that the expenditure of keeping on reserve boilers which you
inay want to put into locomotives is a proper charge againat capital and not
revenue as was done before ; it was then decided that their contention was
correct and the expenditure ought to be charged to cppital ; that order was
issued in April 1924, : F

890. Chairman.—Q.—Page 63. The Auditor General draws attention to
the fact that no provision was made for expenditure on ageount of the Statie
tical Committee and the E, I. R. Committee by reappropriation : what is the
Yeason ¢ .

A.—The provision for the Statistical Committee was really included in the
iump sum of Rs. 1,50,000 which was intended for Surplus Establishment and
Miscellaneous Charges ; we always put down a lump sum grant for charges of
this nature which we cannot definitely foresee. ’

891. Q.—You do not mention it in your estimates ?

~ A.—Wae cannot foresee all the committees that might come into existence ;
when the actual expenditure is incurred, we show it in detail by important
Committees, etc.

892, Q.—As regards item (2) at page 66. The Auditor General says that the
Public Accqunts Committee may want to know whether the non-acquisition of
land was due to delay in the land acquisition proceedings*by the civil depart-
ment or whether provision was mage for the acquisition of land without &
yeasonable expectation that such provision would be utilised.

A.—There was enormous delay in the acquisition proceedings in Bombay
which is responsible for the lapse of 40 lakhs last year ; a great deal of the delay
over the Grant Road acquisition was due to a lot 0f suits in the courts about it.

893. Q.—It was, then, delayed by the Local Government ?

A.—Yes ; but some cases went into the courts as well.

894. Mr. Cocke.—Q.—Are those difficulties at an end now ?

A.—1 do not think 8o ; they are very contentious cases.

895. Dr. Lahokare.—How many daysin advance do you reeeive acoounts
for these land acquisitions ?

A.—It is impossible to say. In some cases 2 or 3 yomrs, in some, quickly.
Bome of them may be taken to the divil court, particularly in towns. -

Mpr. Jukes.—What is not known is whether there is going to be a suit or

not.,

896. Chairman.—Page 67, item 12, Khyber Railway. The Auditor
General draws attention to the fact that failure to take into account in the
grant credit for work done would seem to indicate defective budgeting.
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Mr. Philipe—The trouble was thyt they did not anticipate that credit
would be efforded by the North-Western Railway in the accounts of that
year. It is just a case where they had not enough information to decide
whether it would be done that year or the next year.

897. Q.—Dol\you agree with the Auditor General that the i
officer ought to hdve known thie4 budgeting

A.—On the face of it it would appear to be 8o, butitis often very difficult
to get exact information as to the date on which some of these things will be
accounted for. As Chief Auditor of a Railway, I know how difficult it is to
get information, You may presume that you have all the information and
say that a certain thin) will be done, but then there is some unforeseen delay
and the thing is not dohe.

My. Sim.—There is another point. This does noten any way affect the
total Budget. There is a saving of Rs. 1,71,000 under the head Khyber
Railway and an increase of expenditure on the North-Western Railway.

898. Chairman.—But the point is as to the p:)wers -of re-appropriation.
1f Finance Department and Railway Department are to justify the possession
of these considerable powers of re-appropriation they oughtto make every

- effort to make their budget estimates correct.

Mr. Iyengar—At least the Public Accounts Committee ought to look
“into it.

My. 8im~Certainly. But it does not affect my total budget.

899. Chairman.—Page 69, item (3). The Auditor Genera] suggests that
the provision of Rs. 8,20,000 under -this head indicates defective budget-
ing.

Mr. Philipe—It was not so much defective budgeting as asmistake in
allocation. The charges for the Power House were first wrongly put under
* 8tructural Works "’ instead of under *“ Equipment.” "

900. Kumar Ganganand Stnha.—What are you doing to improve thas
mis-classification ?

Mr. Philipe—The Chief Auditors on the Railways are more or less
responsible for getting information. Usually most of ‘these errors are due
either to a misunderstanding or to an insufficient allocation in the originsl
documents. We take up each case as it occurs. It does net often vceur.

Mr. Sim.—¥t is merely a clerical mistake.

901. Dr. Lohokare.—On page 68, under the heading *‘all other Railways,”
you have spent 61,000 (on Tank Kaur Railway). No provision was made in
the Budget. You have spent 16,000 as against an original estimate of-—405,000.

A.—The minus estimate is due to the fact that we expected to get credit
from some materials, which did not materialise that year.

902. Q.—And still, you spent Re. 16,000 ?

A.—Yes. A

903. Mr. Cocke.—May 1 ask one question on the total? The net grant
available on page 68 is Rs. 26,86 lakhs, of which only Rs. 11,88 lakhs were
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actually spent, thus giving a saving of }7 crores. That is what you called was
the equivalent figure of the 23 crores in speaking this morning. On the basis
f the latest figures here, you estimate that out of 33 orores you could only
spend 23 ?

Chairman.—I do not think Mr. Cooke is right in speaVing of it as the
equivalent figure of the 23 crores. Look at+page 65. The dotual expenditure
is Ra. 20,79 lakhs as against a provision of 38 orores.

A.—Yes.

904. Q.—Page 76, Explanation (2), East Indian Railway.

Why could the necessary additional funds nof lra provided for by re-
appropriation during the course of the year? ‘

A.—1It was & mistake on the part of the Chief Auditor in not charging
a certain staff to the proper head. He charged the staff for this work on the
General Establishment for his Railway, and he ought to have applied form-
ally for a re-appropriatidh from that general head to this particular head.

905. Kumar Ganganand Sinha.—SBince when was the establishment for
the Upper Sone Bridge kept 7 .

A.—Since it started remodelling the whole of that bridge.

906. Q.—Land was purchased ?

A.—For carrying out the work—re-girdering of the whole of the Upper
Sone Bridge.

907. Chairman.—No. (3), page 76, The Auditor General comments that
the actual expenditure is nearly 15 times the original grant and that it is difficult

to believe that the error would not have becn detected and adjusted during
the year had there been a proper watch over the progress of the expcndi-

ture.

Mpr. Philipe.—1t is really a mistake in the Audit Office. It is due to the
cost of materials obtained for certain special works having been charged off
to the head General Charges instead of to the works themselves.

908. Mr. Iyengar.—Then they would have come under scrutiny under
these heads.

My. Philipe.—A.—They should have been included in the expenditure
on the works. Instead of that, they charged them to this head.

Myr. Sim.—It is undoubtedly a clerical mistake.

909. Chairman.—Have you taken any steps to prevent this ?

Mr. Philipe.—This refers to Companies’ lines. It hasbeen pointed out to

them.
910. Mr. Iyengar—My point is this. If it had been put under the
proper head instead of under this head, the Auditor would have scrutinised
it—whether the expenditure was necessary or not.

Mr. Sim.~—The thing was found out in April and adjusted in the accounts
of March.
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* 'O11. Chairman.—There was no faildre to control the expenditare ¢
4.~—~There was no difficulty about that.

912. Mr. Iyengar.—Page 78. In regard to the excess under South
Indian Railway, it§g mentioned that it is due to * English stores paid for in
England but not redeived in India.during the year to be charged to works,
surplus materials returned to stock from works in excess of anticipation.”
Is that the procedure in respect of charging stores in other Railways also ?
When you purchase stores from England and when youdon’t receive it in
India, do you immediately charge it to expenditure ?

My. Phiipe—Youligmy remember that I explained this matter very
fully in a note last yea®. It was practically one of those cases where they
expected certain stores to come out and budgeted for them and then they
did not arrive. They were paid for actually in England -and they were
charged to Suspence, but Suspense was not cleared because they did not
arrive and were not issued out and charged to workss

913. Mr. Iyengar.—You have taken care that these stores were actually
delivered ?

Mr. Sim.—But they did not arrive in India.

My. Philipe.—The procedure is that as soon as they are shipped in
England a certain portion of the money is paid and brought into the accounts,
but until those store; come to India and are issued to works, the suspense head
to which they are charged in the first instance cannot be relieved. The goods
were here actually on board.

914. Chairman.—Page 79. I am a little puzzled as to where the exchange
loss is shown ? *

Mr. Sim—The exchange is shown under India. We do not adopt this
system in the Administration Report of the Railways. We show the expenditure
in connection with stores purchased in England and stores purchazed in India
in the bulk including customs and everything else.

915. Chairman.—The point is that the statement of total expenditure
in England is a little misleading ?

Mr. Hayman.—Yes but we are following the prescribed system of accounts
here. In the Budget Estimates it is always brought out, but in the compiled
accounts it does not appear as a separate item.

916. Chairman.—This does not seem to me satisfactory ; I should prefer to
have a separate column for exchange.: *

My. Philipe.—We can always do it. The trouble is of course that ex-

change on capital works all eventually goes out to the final heads.
'917. Q.—(Pages 80 and 81) Great Indian Peninsula stores. Any explana-

tion {1 ' .

M. Philipe.—This is rather a particular iters due to charges for Govern-
ment railway stores having been booked against the Great Indian Peninsula.
That Railway acts as a sort of distributing agenoy for Government stores, and
here they had not cleared it.
* , M120Fin
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918. Chairman.~—I am not surerthat I follow your explanation,

My, Philipe.—The point is that the Great Indian Peninsula Railway is

i the distributing agency for all the other railways for goods arriving it Bombay.

These goods are charged off against the Great Indian Peninsula and sub-

woquently cleared off by charge tothe other railways. It wyis not really expendi-

ture incurred in connection with the Great' Tfidian Peninsula : the bulk of it was
money due from othet raitways which they had not paid.

919. Q—There was a pretty latge lapse in the English expenditure under
the South Indian Railway, Rs. 7,897,000 ?

A.—That means that they provided money fer if, and the money was not
sgent——and in our Indian budget estimates we actually anticipated not only
that the money wogld be epent but that the stores would come out and be
issued to works.

920. Q.—In this cage nothing hes actually been spent ?

Mr. Philipe.—This is & msense head. They did not get a eredit. The
stores were not actually issued.

As regards the excess of Rs. 6,66,000, under the Indian portion, it is
simply a case where they expeécted materialsto come out and be issucd to
works. They were not isswed to wotks : therefore there was an excess under
susponse in India. As in the case of all English materials, thete is a certain
amount of delay in theit coming out and being isswed.

Evidence taken:.at the eleventh meeting of the Public
Accounts Committes held on the 18th Aungust 1828, at
11 2. m.
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Sir Basi. Bracxery, Cheveman.
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Dr. K. @. Lowokaxne.
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Mr. A. RaneaswaMi IYENGAR.
Maulvi Syed MurTazA Saheb Bahadut,
Me. M. Wess.
Mr. H: G.Cocke, ‘
Kutat GANGANAKD Siivia.
* Mr. Jukes, Mr. Philipe, A. G. Railways, Mr. Sim, Financial Commi-sioner,

Mr. Sheridan, Member, Railway Board, and Mr. Hayman, Deputy Director of
Finance, Rai way Boazd were also present.

Members.
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921. Chairmen.—~Woe shall first take up this morning the points arising
out of the lait year's report in respec .gf expenditure on railways. A mall
document* has been cireulated showing the action taken on last year’s report.
No. 11 re ers to the procedure for indenting for English sig.es. That wag
mentioned yq terday. .

. Mr. Sim—Y%. The present position is that we cannat send forward
indents unless they are for a saMotioned work and that has alresdy heen
approved of by the Standing Finance Commi.tee of the Assembly,

922. Q.—No. 19 refers to statistjos showing the ratio of working expenses
to gross ea nings being given in the Railway Appropriation Report. That
has been done. No. 2(\is the question of the increase in payment of com-
pensation claims by tip <. I. Railway for goods lost or damaged. There is
an actual decrease this yeat.

A.—There i3 a substantial decrease this year. Phe total claims have
gone down from 122 lakhs to 53 lakhs, but it was certainly bad on the E. I.
Railway. We have been at them on this question for the last three years and
they are now taking drastio steps to secure punishient of the staff who are
responsible. The claims in 1923-34 were a little over 40 lakhs, I have just
come from an inspection with Mr. Sheridan of the E.I. Railway andin the
last quarter their payments were only Bs. 4} lakhs and that inclyded an enor-
mous number of arrcars. I am hoping to cut the annual payment down to
156 lakhs but I do pot mean to imply by that that even then it is a suffi-
cient reduction. They have been taking drastic steps in the way of in-
creasing their private police force, the fencing of yards, the locking up of
wagons and the lighting of sheds. But the main thing is that they should be
able to localise where these losses occur, in which particular trains, under
which particular guards, in what partioular yards and who the yard
masters are who are responsible and assoon as cases are brought to notice
they have simply arranged now for dismissing the men responsible.

923. Q.—This matter has been taken up by the Railway Board with the
Railway Advisory Committee %

A.—I do not think this particular question has, 8jr..

924, Sardar V, N. Mutalik.—Have you deputed a special officer for that
purpose ?

A.—We have got a spegial watch and ward staff on the E. I. Railway.
They cost about a lakh or so of rupees.

925. Q.—Why is it that the figure for the E. I. Railway is much higher
than the figures for the other railways ¢ :

A.—They oarry a olass of goods which is much move open to pilfering.
For instance, an enormous amount of piece goods go through a more populous
part of the country than the tracts through which the North Western passes I
should think. Another thing is that the proportionate amount they pay is
very much higher than what, for instance, the B. N. Railway pays which
merely cerry minerals which are practically never stolen and which are sent
st owner’s risk.

-

* X;:wndix .
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926. @.—The same is the case' with the 0. and R. Railway ¢

A.—It was bad.  On five railways they were very bad.

927. Q.—In these two railways, that is E. 1. Bailwa,y and O. and R,
Raxlway it is much higher ?

A.—There are five railways which -were very bad. J.I. Ry. is always
thuch the worst, and the others are O. & R. Ry. and N. ¥. Ry., G. 1. P. and
B, B. and C.1. 1f we compare the compéhtation claims pud with receipts
from goods trafficin the other railways it is roughly what it was befare the
‘war, but in these five railways we have been trying to cut it down for the
Yast three years and we have got down the claims from 121 lakhs to a little
over 60 lakhs and we hope that on the E. I. Ry. it will be 16 lakhs this
year. N

928. Mr. Iyengar.—Have you come across complaints that so far as
claims payment is congerned there have been bogus claims ?

A.—Certainly. That was in a large number of railways in India.

929. Q.—Have you taken any epecial measures to avoid that ? .

A—Yes. Each individual case is very carefully examined and they try
as far as possible to locate responsibility for the loss of each individual con-

signment.
930. Q.—But I am asking you about bogus claims which means that there
is corruption.
A.—A large number of our staff has been sacked. It is the only way to
stop it.

931. Q.—I was told there were comments in judgments of High Courts
on the matter of these bogus claims in the O. & R. Ry.

A.—X think you must be referring to the stores frauds. There was one
case about three years ago where payment was made to a man who did not
own the wagon. That is the case you refer to.

Chairman.—We have got it in evidence that the thing is improving and
that careful steps are taken to prevent the thing. I do not know whether it is
worth pursuing it any further now.

932. Sardar V. N. Mutalik.—Last year we were on this point. I put a
specific question last year. It was said that the offences were committed by a
particular community.

A.—-T do not think it is confined to any particular community.

Mr. Iyengar.—Mankind is the same all over.

933. Chairman.—I think we may take up 25, as to the desirability of a
closer check being exercised by the Government Examiner on the accounts
of Company managed lines. Another item is that a report of the steps taken
or pro?ose to be taken on the desirability of making the Auditor on Com-

panies’ lines independent of the Agent, referred to in page 61 of the P. A.
Report for 1921-22, be placed before the new Committee.

A.—The matter has been examined and the Finance Department agree
with the view which is summed up in the last paragraph of the *memorandam.

* Appendix V.
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934. Sardar V. N. Mutalik.—Apest from the conﬁacts oan wé nob make
any private arrangement ?

A.~We cannot interfere with the relations between the Chief Auditof
and the Board of Directors of the companies. You will see from the memoran-
dum that we wrof§ to the companies in 1914, I think it was, and suggested that
they should give their Auditor#® certain amount of independence. On that
they wrote to the Auditors and pointed out that it was not only their power
but their duty to report cases where they differed from the Agent to the Board
of Directors and they asked the Agents where there was a point in dispute to
report it to the Board of Directors.

935. Q.—So noth.yg”’could be done further ?

4.—You cannot make the Chief Auditor indepeqient of the Board of
Directors. He is really there for representing their interesta.

936. Dr. Lohokare.—Q.—You say that the Auditors can be made indepen-
dent if the Government want to do so ? ® :

A.—You are referring to the Chief Auditor who is employed by the Board
of Directors on the company lines.

937. Dr. Lohokare.—We cannot enforce them ?
A.—No.

938. Mr. Iyengar.—Has this question of their non-liability under the
contract been examined legally by legal officers ?

A.—1 think it was examined in 1914. ‘.

939. Q.—By the law officers of the Government ? |

A.—T think so. ’ ’

940. Q.—And they came to the conclusion that it is not possible for you
to enforce this upon the companies ?

A.—Yes. We could not go any further than to make recommendations.

941. Q.—I want you to tell me specifically whether the law officers were
consulted ?

A.—1 have not got the papers.

942. Q.—It is a question of law ?

A.—The contract was examined both by the Finance Department and the
Auditor General and they both agreed that it was impossible under the con-
tract to take such steps as were suggested.

943. Q.—Do you agree that that system is & good system, namely, that
in which the Chief Auditor is not independent #

A.—He has the power in every railway to report the agent to the Board
of Directors. .

944. Q.—That is all right but what I am saying is this. Do you consider
that a system in which the Chief Auditor can only report the agent and has no
independent powers is & sound system ?



REl

A.—Te has got o be vesponsible 4o the Agent. Certainly I agree that
he ought to have the power to hand up his agent if he commits any irregula-
Yity. But he has that power now. .

945. Q.—Only in some of the railways but not in others §

A.—Inall. He can either report direct or ask the Agﬁxt‘ to send on his
represehtation.

" 946. Q.—Well, he is only his subordinate ?

A—In a sense he is.

947. Q.—You think that will do for the present ?

A—T think so. = |
948, Q.—With reference to what the Government of India have said
in their letter to the Agents through the Railway Board, I want you to let
me know whether the Audit Report by the Government Examiner would
command the same atterfion from the Board of Directors %
A.—The Board of Directors see both the report of their own Auditor and
the note written thereon by the Government Kxaminer. ,
949. Q.—Do the comments of the Government Examiner command the
same authority with the Board of Directors ?
. A.—] should think so, because after all we take action on what the Gov-
ern-nent Examiner brings to our notice.
~ 950. Q.—To what extent does the Government Examiner exercise powers
of audit or supervision of expenditure in cases where the expenditure has been
primarily audited by ‘the compeny’s suditors
Chair;nan.——l think that is the next question. No memorandum has in
fact been circulated. Are you prepared to nake a statement ?
A.—The present position is the Auditor General has as a matter of fact

8 hened his staff for that purpose. There was money available owing to
the abolition of the work of the Government Examiner on the East Indian

and G. 1. P. Railways. He has utilised that meoney in strengthening the
staff employed in the Government Examiner’s staff in the B. N.and B., B. and
C. L. Railways. -

951. Mr. Iyengar—What I want to know is to what extent the Govern-
ment Examiner’s strictures, if I may say s0, on the expenditure of the railway
are of value as compelling the Agent to carry out whathe proposes. Suppqse
he comments on a particular expenditure a8 being irregular and says that it
should be regularised by somé arrangement which he suggests, is the company
bound to carry it oat

A.—We always go for the company on any of these questions raised by the
Government Examiner.

952. Chairman.—Will you tell us the extent of the audit of the Govern-
ment Examiner himself

A.—The Government Examiner is supposed to deal with all the points
in which the interests of the company and the Government diverge. Thase

L4
e
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relate to questions of allocation of expenditure between capital and revenucs.
In all those cases the Government Examiiner comes in. Naturally the Chief
Auditor interprets the rules in a manner which will suit the company and thg
Government Examiner looks to the interests of Government. Those cases
come up for setthyment. If the Government Examiner’s view is not accepted
by the Company, they could fonce us to refer to arbitration. - It ought to be the
business of the Chief Auditor to step irregularities atd things of that sort in
the interests of Government. I understand the Government Examiner
checks about 10 per cent. of the cash transactions,

The Auditor General proposes to strengthen or increase the staff engaged on
this check. b

953. Mr. Iyengar.—My point is this., Supposing the Government
Examiner points out irregularities, is the Chief Awditor #und to regularise it or
is the Agent bound to rectify the mistake %

A.—They can certainly dispute it. It is opep to them to dispute the
point with the Railway Board, or with the Auditor General.

954. Q.—Then it will come to arbitration ?

A.—They could force us to but I had never a case where they referred to
arbitration. o '

955. @Q.—I have been told of a case in which the Goverament Examiner
considered that there were certain irregularities, that there was a certain
shortage which was not properly accounted for. Subsequently the matter
went to the Chief Auditor who passed it a8 being correct. I want to know
what happens in such a case ¢

A.—He reports the case to the Accountant Gengral and the Accountant
General takes it up with the Bailway Board and the Railway Board take it ap
with the company. .

956. Q.—Supposing the company’s auditor thinks otherwise ?

A—Then it comes out in the Audit Report.

957. Chairman.—Is the Government Exnminer’s report the only source by
means of which the Railway Board’s attemtion is drewn to irregularities {

A.—We have the Deputy Accountant General, apart from that. More-
over we get continual reports regarding their expenditure on perticular works,

958. Chairman.—You would not give us any positive or negative answer cn
the question %

A —The Auditor General has started strengthening the stalf. I do not
naturally wish to burden railway revenues with any considerable extra ex-
penditure and I think we may get & report from him in two years’ time as to the
results. '

My, Jodkes. 1 want to say only this much on this matter that T will be
content for one: year—not for two years—to watch the experiment of
strengthening these two stafls and to await theresuls of the experiment on the
two particular lines before going any further.  °

[}
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959. Chasrman.—You are utilising the staft of the Government Exammets
on the E. I. R. and G. I. P. .~

S My. Jukes.—We are employing them on the B. N.and B.,B. & C. L
Railways.” We shall watch the working for a year and see phat 'the results
are, I do not want to commit myself beyond that at present}v

960. Mr. I yengar.—The question I want to put to you is this: Are the-
estimates that you get from the railways only estimates of capital expendl-
ture on construction work or is it revenué expenditure ' o

A—We have got to sanction the whole of; their budget and
we get returns every month showing what expend'h e has been incurred
under each separate head and we draw their attention to any case where we
consider that the expemiture is excessive.

961. Q.—Is it open to the Railway Board to suggest to the companies
that they should retrench expenditure on establishments ?

A.—We can certainly suggest. We can even enfarce it.

* 962. Mr. Iyengar—Mr. Jukes said that you have got this saving out
of the abolition of the staff of the Government Examiner and utilised it for
Erowdmg a different set of staff. Did it come for sanction before the Standing’

inance Committee 1

Mr. Juke: A.—1t is not a saving exactly. It is simply this that a staff
which was previously employed in connection with the E. I. R. and G. I. P. is
now used for the B. N.and B, B. & C. I. railways. If a new staff is employ-
ed on the E. I. R,, it will have to come before the Standing Finance Com-
mittee. As far as I am concerned, the men are part of the Auditor General’s
establishment duly sanctioned and he can employ them on any work he likes.

963. Chairman.—May I ask whether this action is subject to the sanction
of the Finance Department ?

Mr. Jukes.—Not even to that. In this particular case the question of
sanction does not arise. Ordinarily the Auditor General has got his staff and
it is for him to decide whether there should be two officers in one office and
one in the other or one in the one and two in the other.

964. Chairman.—Has not the Finance Department in the person of the
Financial Commissioner of Railways raised the question whether special
sanotion is required for the use of this staff ?

A.—1 am not quite sure that he has. If he has, I think the answer is
undoubtedly that the Auditor General has got his staff and he can employ it.

965. Mr. Iyengar.—I want to press this point a little further. If this
is a new thing, you ought to have antmpa.ted this in budget time. Why
did you not put all this establishment in the budget knowing that this line
was going to be taken over ?

My. Jukes.—The greater part of these new developments have arisen since
the budget was framed.

[ 2
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966, Q.—It was discovered subsequem;ly ?

K

A.—Mr. Jukes.—It was an entirely new proposal. The andit and accounts
staff of the East Indian railway will have to be sanctioned as a new proposal.

967. Q.—I agreo so far as your proposals for the East Indian Railway are’
concerned but so § as the taking over the Government Examiner’s staff on the
East Indian railwa} and using them for the other purpose is concerned, that is a
thing which you ought to have anticipated.

A.—Of course we did not know that these new developments on the East
Indian railway would take place. We did .ot know whatthe accounting

arrangements were going to be.

968. @.—You di:iav\vork it out before 1

A.—Mpr. Jukcs.—We were not in a position to work them out.

969. Chairman.—We come to No. 27 : That in order to prevent losses of
cash in transit, movement of large amounts of cash to and from headquarters
be avoided by arranging to pay in receipts into a near branch of the Imperial
Bank or by some other method ? *

A.—We have got into touch with the Controller of Currency and he has
agreed to assist railways in the matter and we have asked railways to get e
immediately into touch with the Deputy Controller of Currency who runs the
particular circle and arrange for all these payments to be made into the nearest.
treasury so far as it will suit the Currency Department.

970. Chairman.—Could you as a matter of fact make any considerable:
changes of methods ? ‘

A.—Mr. Sim.—1 have not got the replies from the Agents.- .

Mr. Philipe.—This paying into the district treasuries is being extended on
the North Western Railway and some of the other rajlways are taking it up. _
It is not always very convenient because occasionally the treasuries themselves
are not in a position to examine all the money put in. In other cases the trea-
suries are so far distant from the railway that it means employment of special
cash guards to take the money from the station to the treasury and there are
various other difficulties of the kind. There are various other difficulties ; all
the railways have now been told that they areto look into this question
and extend the system of payments into treasuries ag far as possible.

Mr. Sitm.—The only railway that I know of personally is the North
Western Railway and two years ago we arranged for payment into one treasury
at Lahore. There are about 17 to 20 treasuries being dealt with in this way.

971. Mr. Ahmed Ali Khan.— When treasure is being carried by railway you
leave it to the care of the guard only %

A.—Yes ; it is put into a railway safe ; there is no armed guard ; generally
speaking it is all right unless there is a dacoity or something of that sort.

972. Mr. Iyengar.—At Trichinopoly they were paying into the Impf-:rial
Bank there and there was some trouble and there were orders to discontinue
the prastice ? A .

A.—I think we have no trouble now. The Controller of Currency has.
issued orders and has tried to arrange as far as possible that the Imperialk
M120FinD .
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Bank and the looal treasunes should éake the money in wherever it is conve-
nient.

, 973. Chairman.—The next point is the neoesslty, in view of the vonsider-

‘able financial importance of the matter, of exercising adequate cheoks over

‘people travelling without tickets. /

A.—The question has been under disoussion with the Central Advisory
Council. I think members will remember that in the course of the last budget
debate it was mentioned that the figures showed that 2} million passengers had
been discovered travelling without tickets in one year; we put the question
before the Advisory Council recommending that the lavshould be changed and
that this should be made a cognisable offence : thuyGrouble is that when we
catoch a man he mostly gives a false name and address and we suggested in
cases of that sort, where the man was not able to pay, the police should take
him into custody. The Council were not prepared to advocate any change in the
law of this nature until further experience had been gained. We are now
collecting further mateflal—this practice is increasing at an appalling pace
and we propose to bring it up again before the Advisory Council this year.
But the steps that we have already taken to stop this has led to a
tremendous outcry in the press and innumerable questions in the Assembly
—there are about 20 questions on my table now about the locking up of
carriage doors and about train examiners not asking for tickets under any
circumstances from female passengers—altogether it is a very difficult matter ;
Ido not think we can do much without legislation.

974. Mr. Iyengar—Do you not think that the system of employing
travelling ticket examiners and flying squads has improved matters much %

A.—There is somg improvement, but they cost more than they get because
the bulk of the people get away by giving a false name and address.

975. @.—That will not solve the difficulty ?
A.—Not entirely,
Chairman.—We come now to the Audit Report : page 1.

976. Mr. Cocke.—I should like to know what was done in regard to the
matter mentioned in paragraph 1; it is said there that one case h#s.been finished
and the other is still subjudice.

A.—A considerable number of the staff have been prosecuted and sen-
tenced to various terms of imprisonment and a considerable number have been
dismissed from railway employment, and the Railway Board are at present
considering the action to be taken against the officers concerned.

977. @.—There has been nothing done in that direction yet ?

A.—One officer was convicted and sent to jail and we have called for
explanations from the others and we are just discussing them ; I understand
the Accountant General is considering the question of the audit ‘stad,

¢« 978. Chairman.—Has the committee of senior officers, mentioned here,
. been appointed ?
A.—They have been appointed and .they have reported ; it is upon their
report that we are now taking action.
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979, Mr. Cocke.—Have you been able to arrive at any general conclusions
from these frauds which could enable you to circulate orders to lines generally

A.—Yes ; we propose to make certain changes in the procedure in order
to tighten it up ; the trouble in these cases arose owing to the fact that the people
sending in the stodes to the Stares Department and returning materials from
the line either did not put down the amount and value of the materials or did
not say that the amount and values they put down were admitted by the Stores
Department ; we have suggested some changes in the forms as well as in the
Inocedure; there was no question that there was an enormous amount of care-
essness and fraud goi%p all over the place.

980. Q.—Is there

A.—Yes ; further the audit department checks and Yerifies the stores once
8 year ; all these stores that were sold were not on the books ; they were sent
in by the various departements and they were collegted and sold at intervala,
and probably when the stock verifiers went round there were no stores in the
yard at the time—they had been got rid of.

y surprise check conducted in the Stores Department ?

981. Sardar V. N. Mutalik.—How is it they were not on the books %

A.—What the men did was this : sup—osing 100 tons of material had peen
returned, the stores people only acknowledged 50 and brought it on the book
as 50 tons and kept the other 50 tons for their own purposes ; that is the thing

in very simple language.
982, Mr. Cocke.—Q.—There was collusion really

‘A-'——YeS¢ L4 .

983. Chairman.—You say steps are being taken to reduce stores baanoces -
to reasonable limits : Have you anything further to say ?

A.—We have got it down by 43 crores already and we are still pressing
them on.

984. Q.—Have you got your estimate confirmed that as a rough estimate
the saving which the taxpayer will derive from the improvements will be
over Rs. 3 crores,

A.—Yes; it is certainly over Rs. 3 crores.
985. (Q.—As regards the machines mentioned in paragraph 3, have you
found these machines satisfactory ?

A.—They are introducing them gradually in other railways ; the Bombey
Railways are taking them up and the Madras Railways are also thinking of
doing so.

086. Mr. Cocke.—The last sentence gives expectations of more sa‘vinés
on A1l railways : have you got any figures yet

A.—We have not got the figures yet. e ,

b
[}
.
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987. Clairman.—It is stated at the end of paragraph 4 that a reduction
of nearly & crore of rupees was effected on the G. I. P, railway alone: are
there possibilities of a like reduction on other railways ? 4 -

A.—1I do not think we can expect on the other lines anything so drastic
as was done on the G. I. P. That railwaywas overstaffe/. to a greater extent
than any other railway in India ; but wehave taken drastic action on the E. B. 8.
R.and perhaps onthe N. W. R. also. Therailway that is giving us most trouble
is the B. N. R, and that is the worst paying line we have got, apart from the
Assam Bengal Railway ; they propose to take on Mr. Heseltine—who was
responsible for the reduction of 80 lakbs on the . I./P. Railway—in the cold
weather and ask him to go into the whole quesm(:%\ their staff.

988. @.—Still wou do expect something ? .

A.—Certainly—but nothing so big as on the G. I. P.—it.was. colossal
there.

989. Chairman. —The Accountant General gives in paragraph 8 very
interesting figures of the stores balances.

Mr. Sim.—1I can add to that figure—the balance at the end of last year
was about 17 crores.

990. @.—Do you expect much further reduction ?

4.—Yes, we have got at present an officer on duty who is arranging
for shifting stores from one railway to another.

991. Sardar V. N. Mutalik.—There was a propoeal to fix minimum balance
of stores for each railway : What steps have been taken in that respect ?

A.-~We had a rheeting two years ago with all the Controllers of stores of
every railway.

992. Q.—Have you now fixed it practically ?

A.—We fixed it two years ago.

993. Q.—Are you now approaching those figures ?

A.—-Yes ; we check them with the annual returns we get.

994. Chairman.—Can you tell us what the minimum figure is for all the
railways ?

A.—I could give the figure, but not in value or money; what we
have done is to divide up the stores into two classes those which can be obtain-
ed in India and those which have to be obtained from abroad : in the former
case the period varies from one month to three months according to the

distance of the place from the place of manufacture ; as regards the latter
case the average is about six months.

995. My. Iyengar.—What I want to know is the total value of the stores
‘which yeu fix as the maximum balance and minimum balance for all the rail-
ways.

A.—We bave got no maximum in cash figures because it must depend
on current prices—it would vary greatly :
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996. Q.—8till, conld you give us g rough iden ¢
’ “A.:-’—The amount we hold at present is 17 crores.
997. Q.—How much do you expect to work it dbwn to ? o

A.—We onl§\ budget for a decrease of about 1} crores more. That will
bring it down to 5} crores. lalo not think that is high in view of the old
figures and the rise in prices. I am not quite certain that we would not go
further down than that. ¢

998. Sardar V. N. Mutalik.—How much of it is really due to the re-
valuation of the stoc

A.—About 1} cxli{m the last two years taken together. ~

999. Q.—The rest is actual consumption ?

A.—Yes.

1000. Mr. Cocke.—In paragraph 13 I notice a very alarming statement :
*“During the period of the war, i.e., between tle years 1915 and 1919,
considerable credits on account of revision of prives of stores were carried to »the
Railway Revenue working expenses account.” That seems to be most ir-
regular.

My. Philipe—As a matter of fact, that was a case with which I had to deal
pretty largely ; it happened on the North Western Railway—When the piices
went up, the prices of the stores in our books were also written up to the current
market value and that meant a larger debit to stores by credit to a head which
we called stock adjustment sccount and the orders at that time were that all
credits or debits to the stock adjustment account were at the end of the year
to be passed into the revenue accounts. I personally, at the time when the

rices were going up at such an awful rate, suggested that the amount that we
entered in the stock adjustment account should be kept apart to meet the
downward tendency which was bound to come, but’] was over-ruled. This
was about 8 or 9 years ago. It is rather ancient history.

Myr. Sim.—The whole of that question of revaluation of stores we are taking
up in & month with the Finance Committee. When our stores come down to &
proper minimum, there should be neither writing up nor writing down except
when we actually write off the loss on surplus stores.

1001. Mr. Cocke. Q.—Writing down occurs in some cases only when you
have got to transfer it to somebody else ¢

A—Yes.

1002. Q.—When you have got stock whxch is no longer of any use, then
you have got to write it off ¢

A.—Thee questions we are taking up now. °

1003. Chatrman.—Supposing you have stores of one railway which you
want to transfer to another railway. Then you write down. D& you wrtte up
the amount of actual sale to the other at a profit ?

A.—We sell ab the market price.
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1004. Q.—So that, within the Rajlway Budget as a whole, there is reither
profitenor loss ?

4.—Quite. Therefs no real profit or loss in the Railway Budget as a whole.

1005. Myr. Iyengar.—Do you take the profit to revenue

A.—There is a loss in the other Railwas. /

1006. Q—If you have got stores worth 1 lakh, and if you transfer it to
another line for capital purposes and charge them 2 lakhs at the current market
price it is a lakh profit. .

A.—We have got no trouble so far as Sta.te-?q:d railways are con-

\

cerned. It is only in regard to company-managéty/lines. Where we sell
stores to a company-managed line we do so at the market price.

1007. @.—Would %t not have this effect, then, that in respect of & company-
managed line, if you sell stores to them at a lower price, you have got to write:
down a share of the profjts thereby earned ?

A.—They get it at the market price. They take over from the State- -
managed line instead of buying it in the open market.

1008. Q.—Who bears the loss on the writing down of the stores 7 .

A—The State-managed line. The same thing happens: when a com- .
pany-managed line sells to & State-managed line, but on the company-man-
aged line, as a general rule, they won’t write up or down. They simply

average the prices.
'1009. Sardar V. N. Mutalik.—When was the re-valuation of the whole
stock completed *?

A.—There was no re-valuation of the whole stock at all. What we did
was this. In order to get rid of these heavy stocks, we simply suggested that
we should write some bulky stocks which we could get rid of down to the market
rate in order to get ridof them. Where they could use them up, they did no;

write them "down.

1010. Syed Murtaza Sakib Bahadur.—Page 6. 1Is there any special reason
as to why the South Indian Railway should top the list of the principal railways
on whicg expenditure was placed under oljection in 1923-24 ?

A.—You mean the Trichinopoly shops? That work was actually started
without any estimates at all. When I first came across it, about three years
ago, I think, they had spent 40 or 50 lakhs. I stopped the work altogether
until they produced the estimates. The work was hung up for two or three
months. That was a casg of gross irregularity at that time. Some time
before, owing to the Assembly having suddenly given Railways 30 crores a year
and told them to use it as fast as they could, there was no doubt whatever
that they did begin a very large number of vzorka without any sanction of any
kind. That has been stopped now entirely'?

«1011. Me. Iyengar.—This involved a net loss of 30 lakhs ?

A.—That was in connection with the other arrangement. It was owing
to the work having started without full investigation. The amount of loss

was nok 80 lakhs. i
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1012. Mr. Iyengar—Paragraph $3. The Accountant General says :
* It is possible, however, though without enquiry I would not say probable,
that Chjef Auditors of railways have not“fully appreciated their obligations
to report oases of this nature for the information of the Publio Aocoounts Com-’

mittee and I propgse to address them speocially and emphasise their guties and
responsibilities ilf?is matter.” ..

My. Philipe.—I have already instructed all the Btate Railway Chief
Auditors that they have got to be very carelul and report all these oases. I
have not the same powers as regards company Chief Auditors and therefore,
we have got to addm‘s the Government Examiners bringing these to their
notioce.

1013. Q.—Have ;5 addressed the Companies’ Chief Auditors also %

Mr. Phillpe. A.—We have not addressed them? We have addressed
Government Examiners and communicated to the Chief Auditors of the Com-
pany Railways through them. '

. 1014. Q.—You have not heard from them what has happened whethe
the Company Chief Auditors are willing to report such cases .

A.—As far as Company Railways are conterned, we have not heard any-
thing definite, but it is the Government Examiners we look to.

1015. Q.—Have they reported to you that the Chief Auditors have
promised to look into this?

A.—There are instructions from the Boards of the’ Company-worked
Railways to their Chief Auditors that they are not to reportin Appropriation
reports or Audit reports to Government anything which reflects on the work
of their own officers. .

1016. Q>—That is what I want to know.

A.—1 do not get it from the Companies’ Chiefr Auditors themselves.
What I do get about companies is from the Government Examiners and from
the Inspeotors’ reports.

1017. Q.—I want to pursue this matter. If that is so, should not the
- Railway Board take furthen steps and see what oan ke done ? .

Mr. 8¥m.—1f you look at the general memorandum you will find that this
" was all threshed out in the previous papers.

1018, Q.—The Accountant General has just now told us that the Chief

Auditors have got definite instructions from the Home Board not to report
cases of irregularity in which their officers are concegned.

A.—Not to report them to Government.. They have got to report them
to their Directors.

1019. Q.—Is it not a matter in which the Government are interested ?
We stand to lose because we have a share of the business which they transact
' a8 our agents. '

'A.—Therefore, we havegotto rely on the Government Examiners, The
attitude of the Boards of Directors was this, that they are responsible as

.
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regards these i'rregula.rities for enforcing discipline and that it.is not the duty of
their Chief Auditor to report to any ofttside authority other than the Board of
Directors. . '

1020. Q.—The question of discipline is in their hands, but should we not
know what has happened in each case{ That is wherg our interests are
invelved. -

L

A.—The Government Examiner can report. He gets the list of objec-
tions raised by the Chief Auditors. He knows exactly what the Chief Auditor
has been saying, and he reports these cases to the Accountant General.

1021. Q.—Still, the Accountant General has assfred us that the Chief
Auditors have definite instructions not to report suchbn‘w to Government ?

A.—The Chief Auditor does not report ; the Government Examiner does.

1022. Q.—Tt is only in the 10 per cent. of cases which the Government
Examiner reports ? |

A.—Not 10 per cent. He gets hold of the list of all the objections that have

been raised by the Chief Auditor and h- sees also the action taken by the
Chief Auditor and he can report all these to the Accountant General.

1023. Q.—.Do you mean to say that the Government Examiner can,
in respect of companies, bring to our notice every case of serious irregularity
which he thinks ought to be brought to our notice 1 '

A.—Certainly. It is his duty to do so. In all cases of loss it must be
reported.

1024. Chairman.—1 do not think the Auditor General desires to dispute
the main proposition that the Chief Auditor cannot be forced to report to any-
body outside Board of Directors ? . :

A.—He is a servant of the Board of Directors.

4

1026. Mr. Iyengar.—1X: it because of the contract or is it because of the
nature of the business transacted ? ‘

Chasirman.—It is because of the contract and of the principle underlying
the contrac that you leave most of the responsibil:ty to the company, which
after all, in gross, has the same ntercst as ourselves.

1026. Mr. Iyengar—I do not mean to say that we should interfere in
every case. All that I :ay is that where there is loss of property, it ought to
come before our notice.

4.—They have got to report to us in any case.

1027. Mr. Iyengar—The point I want to get at is this. It is quite true
that where there is a case specifically reported by the Chief Awditor of fraud
or irregularity which involves loss the Government Examiner had the oppor-
tunity to look into it, and if necessary to bring it before us. But there may be
case . in which, as the Chief Auditor is after all the subordinate of the Agent,
the chief executive authority, many cases of irregularity are regularised and the
loss not brought to our notice at all.



185

Mr. Philipe.—AH cases of fraud or lags where there is any question of write
oft have to come up to the Railway Board. They all come to our notice.
Where there is & question of irregularity in procedure, where possibly no ques-
tion of loss is involved, the Chief Auditor does not necessarily bring it to the
notice of the Gov ent Examiner. The Government Examiner may see
it in the course of‘%\ audit and, ke brings it to notice. If the Government
Examiner does not s® it and the Chief Auditor does not report it, we do not

hear of it.

Chairman~1t is a case of irregularity and not one involving loss.

1028. Kumar Gang@pand Sinha.—Do you get satisfactory response from
the Agents of the State Juaflaged railways in this matter ? :

My. Philipe.—There I can insist on my Chief Audibqrs bringing them to
notice. If they do not and I discover them there is trouble.

1029. Chairman.—We come to item 24, loss to Government in connection
with the Sor colliery. The conclusion given is It ®is difficult, however, to
recist the conclusion that the amount of eventual loss in the present case was
not wholly unavoidable and it is because of this view that the case is included -
in my Audit Report for the information of the Public Accounts Committee.”

A.—As explained in this paragraph this was due rather to the hasty
action taken owing to the war in order to secure that the N. W. Railway could
obtain its coal and to relieve the congestion on other railways. It is not a
thing that would naturally be done in peace time and we would not have started
it probably. But it was action taken during the war and the thing could not
have been co carefully examined as otherwise it might have been done,

1030. Mr. Iyengar.—Is this the same case that we dealt with yesterday %
There was another case of a colliery which had to be closed down. *

A.—That was in connection with Khost colliery and the loss involved in
working it. ®

1031. Mr. Akmad Ali Khan.—To what extent were you able to relieve
Bengal coalfields ? This was working only for a couple of years ?

A.—Yecs, during the war when there was great pressure on the railways.
It was started in a hurry without proper examination.

1082. Q.—It is said, * The Colliery was expected only to yield dust coal.”
Then it is said, further experiments were carried out.

Mp. Philipe.—It was intended to use it up in the form of powdered coal.

1033. Q.—Did you use it ?

A.—1t was made into briquettes.

1034. Dr. Lohokare.—This was started without proper examination ?

A.—Not with the same amount of examination as usual.

1035. Q.—What action have you taken aguinst those who are responsible.
for this ¢ ‘

A.—When the thing was done it was not done with so much care as 1t
would have been done in peace time. The officer who was responsible was
My 20Fir D
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T think retired in consequence of his reports in connection with this and
other collieries.
. 1036. My. Ahmad Ali Khan.—This amount of Ra, 3 lakhs is the value

of coal you extracted from the colliery 7

A.—That is the material used in conmection with thefeolliery. We sub-
sequently sold that. - ' . )

1037. Chairman.~The revemue loss is item 4, that is, Rs. 1} lakha . Let
us go on to paragraph 125. Loss on account of locometive boflers.

A —~We are getting rid of those.

1038. My. Iyengar.—Is this connected with fhe Pentnsula Iocomotives 7

A.—This is one of those big orders that was sent home during the war.
Some of the boilers b&came surplus snd they have now been got rid of by send-

ing them on to the other railways. The other ralways are being mads to take
these over instead of pyrchasing new owes.

1039. Q.—There is no loss on the transaction ?

A.—There is certatnly loss in the sense that when you get these boilers
and they are surplus there is a charge on capital for 2 or 3 yeats and you have
to pay interest om it.

1040. Q. —About the price I am asking. You say “ The book value of
the boilers was writter down by 8 lakhs.” But what is the value for which
you sold them ? .

A.—By the time we got rid of those boilers the prices had fallen.

1041. Q.—Can you tell us what is the total actual lose involved ?

A.—N was Rs. 8'lakhs for writing down. Thete was no more loss than
Rs. 8 lakhs as regards writing down but what the exact amount of additional
Iterest that was paid I do not know.

Chairman.—The additional interest was incurred owing to having the
stock not being used.

1042. My. Iyengar. Has there been any variation in price ?
A.—Rs. 8 lakhs,

1043. Mr. Ahmad Ali Khan—1Is there any probability of getting rid of
the whole stock ?

A.—The other railways have been made to take them over.
1044, Q.—The whole lot ?

A.—Certainly. They have been ordered to take them from the N. W,
Ry. mstead of indenting abroad for new ones.

1;)45. Dr. Lohokare—Who was responsible for these *certain assump-
tion.s ”
* A.—TI suppose it was the Loco Superintendent in charge of the shops.
1046. Q.—How was he dealt with ?
4 .—He retired some time ago.
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Y0U7. Mr. Iyengar.—Tt is the same case everyw'hq;re.

. A.—Jt was in 1918 that the order was placed. It is a very old case.
The man had retired before we discovered it.

1048. Chas —We gome to paragraph 26.
A.—That is & ¥ry old case Even the Agent who was responsible in
that casc has now dis#ppeared. The whole trouble is this. It was brought te
notiee far too late in the day and as soon as we discovered it we ordered the
Railway Yo eject those tenants. It was a teehnical institute if I remember
rightly that they wantd to purchase and they sat tight there for over 4 or 5
years after the buildin sold by them.

1049. Q.—Is that sbrt of irregularity likely to veeur ?

A.—This thing was done in a great hurry. The %riginal sanction fot
expenditure was asked for and obtained by telegram about the end of Mareh.

1050. Mr. Iyengar.—That was for a Railway Isstitute ?

A.—1t has been turned into a hospital.

1051. Q.—Originally it was intended for a Railway Institute ?

4.—Yes.

1052. Q.—And they asked for sanction by telegram for that Institube ¢

A.—That does not occur now.

1053. Sardar V. N. Mutalik.—Even then there was an understanding that
il the building was vacated the Institute would remain there ?

A.=- donot quite know the facts.

1054. Chatrman.—Why did it take so long for being brought to light ?

A.—It took some years. It only came to notice on an inspection report.

1055. Mr. Iyengar—Can you tell us whether any ofThe people who were
connected with this transaction are still in service and whether any action has

been taken ?
A.—They have all gone long ago. The Agent and the Chief Auditor and

tho whole lot have gone.
~ 1056. Chairman.—I am afraid no further action can be taken in thematter-

Paragraph 27 ?

1057. A.—This refers to that case we mentioned a short time ago. 'The
Deputy Chief Engineer who was responsible for this has been ordered to retire.

1058. Syed Murtaza Sahib.—Do you think that the departmental execu-
tion of the work would prove financially k cnefi -ial ?

A.—Certainly. That was an extraordinarily bad contract. There was
no regular provision of what the rates wcre to be.

1059. Chairman.—Was any action taken against the cfficer who was
responsible ?

A.—He has been ordered to retire—-the Deputy Chief Engineer of tLe
.Ra.ilwa.y.
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1060. Mr. Iyengar.—I want to fnow this, whether you have examined
the question as to whether the Government can be saddled with this loss and

whether you cannot throw the whole responsibility for this loss on the.company
¢ exclusively ?

A.—It must fall on the undertaking as a loss. Theyf bear their share of

the loss. -
1061. Q.—So we have got to bear cur share of this
A.—Yes.

1062. Q.—Notwithstanding the fact that—

A.—1 have considered this question. We ourSekzes are to a certain extent
responsible in allowing the work to be started without dny sanction at all.

1063. Have you‘txamined why it was done and whether that was proper ?

A.—It was sanctioned by the Railway Board at the time. They were
allowed to start work. ¢

Chairman.—That is a case which will not occur now under the Financial
Commissioner for Railways.

Mr. Iyengar —That is an implied condemnation.

1064. Sardar V. N. Mutalik.—May I know if steps are taken now that an
estimate is sanctioned in detail before the work is undertaken in hand ?

A.—Not in detail. It was these details which led to all this trouble.
‘They used to ask for an enormous amount of details down to the last nail and
there was no use made of them when you did get them. Now we have abstract
estimates which give figures under each particular head and we give sanction
and no wark is begun ‘without the sanction of these estimates of total figures.
Before the engineer begins work on any portion of those estimates he must get
out the details of the particular portion of the work in order to have a check, and
the orders are that he ought not to begin work until he has got those details.

1085. Chairman.—Could you give us a short story of a work from its
inception to the time of its completion ?

A.—The Agent is required now to give us what is called an abstract es-
timate showing what the total cost is on each individual portion of the work
for the buildings, for the machinery and so on. It is all worked out under
different heads. He is given power to start work on that provided he does
not exceed the total figure. If there are any particular portions of the abstract
regarding which the Railway Board have doubts as to whether it is a right and
proper figure they call on him for further details but they get a sufficient
amount of detail put before them, to enable them to decide whether a parti-
cular amount of money is required for a particular piece of work. Before the
Chief Engincer can start constructing or order any machinery he has to get
out all the details which are involved in each part of the work. 1f he finds
i working out the details that the cost will exceed what is put down in the
abstract he is required to get sanction from the Railway Board for the higher
figure. A certain amount of latitude is given. I think it is up to 10 per

cent. In this particular case there was no permission to start work. .
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1066. Mr. Tyengar.—They had no idea of the gross cost 1 -
4.—They had a vague idea.
1067. Q.--That is the idea the compary gave you %

A.—The conﬁy took up this case very seriously itsclf. When I first

raw the case thej\were sendimff’cables to the Agent that if he did not serd
further details withkp a week or two they would cable him to stop work.

1068. @.-—You did stop it ? ’

A.—~We did stoy it. The company have now turned out the Deputy
Chief Engineer who waa rqsponsible for the work.

1069. Sardar V. N Mutalik.—How does the Railway Board ascertain the
proper figure ? Do you rely on the Chief Engineer ¥ »

A.-—We have got our own Chief Engineer. Our technical staff at head-
quarters advise us.

1070. Q.—They examine all the details I suppgse.

A.~Not the details. Whatever amount of details are required they
ask for.

1071. Q.—He looks into the details ?

A.—1t depends all on what you mean by details. We get sufficient
details to enable our technical men to examine it and see whether the charges
are reasonable.

1072. Q.—Is there any stage where you can ascertain that the amount
for the sanctioned work will not be exceeded.

A.—Railways have got to report to us regularly. Further if they exceed
the amount of the estimate they are held up by the Audit Department and the
matter is reported.

-

1073. Q.—Supposing the work has advanced to a certain stage, you have
to complete the work, I suppose. You don’t leave the work incomplete ?

A.—1t is the business of the Agent to anticipate any excess. There is no
reason why they should not. If the prices are altered before they place the
contract, it is their business to revise the estimate before placing the con-
tract. :

1074. Q.-—If there is any variation between the originals and the actuals,
what steps do the Railway Board take ?

A.—Wo had a very large number of these cases at the beginning and we
asked the companies to take disciplinary action. In one partioular case we
told them that the estimates coming in from that line exceeded the actuals by
such enormous figures that wo felt unable to put any reliance on the cstimates
of their engineering staff in the future.

1075. Q.—You had some cases of t! is sort %

A.—You are bound to have some oascs of excess expenditure, It dcpe.nda
entirely on the amount.

1076. Q.—Was there considerable excces over the estimates ?

A.—We had very substantial excesscs. They are not common now.
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1077. Q.—The Railway Board is &xeroising proper control ¢

A.—They take up every substantial exooss. ]

1078. Chairman.—Since the Financial Comrmissioner wont there matters
have greatly improved.

A.—1 may mention that when there is Nkely to be # substantial excest
over a sanctioned estimato, the revised estimate is put up before the Finance
Committec. . i

1079. Chairman.—If an estimate costs a crore andsthe actuals come to 3
crores, it is pretty ccrtain you might not have undertaffen the work. Such a
thing is impossible with the cheok now exeroised

A.—1In addition tg the check that we exercise we get six monthly progress
reports on the more important of these works. We oan alwaye keep an eye
on them.

1080. Sardar Mutal:k® Q.—1I suppose the systcm will improve further ?

A.—Things have improved enormously lately. The estimates now
approximate more to actuals.

1081. Chairman.—Para. 28 ¢

A.—1 think the contract in this ca“e was very badly drawn up. The con-
tractor gave a considerable amount of trouble and they could not get out of
the contract except by going into arbitration. The contract was very badly
drawn up. They have now settled the case by paying Rs. 70,000.

1082. Chairman.—The question of disciplinary action to be taken is stil
under cousideration ?

A.—The Ra”way Board considered that it was not a case for disciplinary
act'on. ‘

1083. Mr. Webb.~Was it a standard ‘orm for contract ?

A.—Yes. They have now stopped using that form.

1084. Q.—You have also dispensed with the contracto ?

A.—Yes.

1085. Mr. Cocke.—Was the contract form at fault or the contractor ¢

A.—The form of the contract was badly drawn up.

1086. Mr. Iyengar—Para. 30. Could you explain this item about the castor’
seed plantation ?

Mr. Philipe—1I can explain th's case. It was really one of the war cases,
During the war there was considerable difficulty on the N. W. R. in getting
castor oil for lubrication purposes. The Administration then thought it would
be a very good p'an to plant these castor plants along the railway embankment.
They grew their own seeds and they started crushing. For many reasons it
proved a complete failure. It was partly due to bad seasons, partly to want

of proper precautions. The thing failed completely after a few years and-
they had to stop the plantation and scrap the machinery. The thing really

stopped some time ago. :
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1087. Q.—What is the loss incurred ?

I h;i ~—1 have only got & rough figurk. It is in the neighbourhood of three

1088 Mr. Iyengar.—1 should like to know whether this was entered int6
bona fide or simply as an experiment ?

A—1t was & ﬂde atterffpt to get over what was & very serious diffi-
culty at the time.

1089. Q.—Did you get any value for the expenditure ¢

A —Very little. { The very first castor plantations failed.

1090. Mr. Ahma® Alj Khan.—Did you get any expert advice ?

A.—That is a matf€r on which I cannot give any information.

1091, Chairman.—Was the loss charged againsj revenue or charged
against future revenue ?

A.—1t hags nearly all been charged off nlready

1092. Mr. Iyengar —Against revenue ?

My, Sim.—1 do not know much about this case in the North Western
Railway. This happened when Mr. Philipe was their Chief Auditor. I under- »
stand the position is that any loss mcurred has already been written off
against revenue.

My. Philipe.—The estimate was duly sanctioned by the Railway Board.

1093. Chairman.—Before we go into the remainder of these I should like
to take up paragraph 11 of the Auditor General’s report. Have you any
statement to make on this ?

A.—1Tt raises the general question of paying cash into the nearest trea-
sury. I think in most of these cases certainly disciplinary action has been
taken to the fullest extent possible. Men have been dismissed and any
money that could be recovered has been recovered frgzn them.

1094. Mr. Iyengar—Have you been able to discern any general laxity
on the part of the administrations ?

A.—1 do not think there was any laxity. In most of these cases the men
have been prosecuted and where there has been material for prosecution, the
men have been dismissed and any money that they could lay their hands on
has been recovered.

1095. Mr. Iyengar.—Have you any reason to think that owing to laxity
of the administration of which we have had an example just now during war
time there was a certain amount of demoralisation, if I may use that strong
word, which has now to be rectified. Do you think it is attributable to a
relaxation of control ¥,

A.~1 do not think theee particular cases are. These are all cases of
thefts of eash by railway employees.

Mr. Philipe—1It is a very small figure when you take the enormous
amount of cash that moves up and down the railway. We have been able
to recaver almost all these sums tmm the provident money of the men con-

cerned.
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1096. ¢.—Do yoﬁ share the hope that as & result of the improvemeits in
procedure under consideration, these fauds will not occur ?

A.—1I think so. Certainly we look for an improvement. )
*  1097. Chairman.—Is there any foundation for that hope ?

A.—Myr. Sim.—We have been insisting on very drastiogaction.

1098, Sardar V. N. Mutalik.—Q.—Is ~there any glope for further:
improvement ¥ .
A.—In every oase of dishonesty eflort is made to prosecute if possible.

1099. Chairman.—I1 gather you have been more ;severe recently than

before ? /

A.—Yes. ‘s

1100. Sardar V. N. Mulalik.—Apart from discipling.ry action is there any
scope for improvement® :

A.—In each case of loss of money the question is considered by the Ao-
countant Gencral and the Rgilway Board to see ifany improvement in proceduro
is required or indicated.

1101. Chasrman.—Q.—On paragraph 33 the Auditor Gencral says “ The
«fact that the expenditure was incurred without any estimate or allotment
of funds, raises the presumption that the wrong classification was deliberately
adopted to avoid audit objection.”” What have you to say on that ?

A.—1 explained in connection with some cases yesterday that this custom
of charging to capital instead of to revenue was a fairly frequent one, to
avoid the inconvenience of having to adhere to the budget provision, but
we have stopped all that now.

1102. Q.—Was that confined to company railways?

A.—No, thisis a State-managed railway. .

1103. Mr. Iyengar. 1 want to know whether you think the punishment
inflicted or the action taken is sufficient. The Audit Report says that the
Railway Board have asked the Agent to warn the Engineer concerned
against the commission of a similar irregularity in future. Is that all that
is required ?

A.—1 do not think the officer in charge is responsible for starting the
work without any allotment of funds ; he is only responsible for charging it
off to capital instead of revenue.

1104. @.—Who was responsible

A.—The Accountant.

My. Philipe.—Theze I differ. The work . was begun and gradually in-
creased without an estimate or anything being put in ; it was charged off to sus-
pense as representing work done which should finally be charged off to -
bridge renewals, and it was only when the audit officers made the inspection -
there that they found these things done and the amount charged by the
bridge engineer as ordinary suspense work instead of charging it to the
constiuction of a workshop.

1105. Q. —As I understand, that was the general practice with accountants
both on State railways and on other zailways %
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A.—On all railways they sometimes 8harged of! to capital when they should
have charged to revenue, when it is any question of funds. It has been stop-
ped toa Very large extent on Stabe railways. and we take very severe action ®
when it does happen. But this was not a question of funds so much, becau »
the amount after aliwas only Ra. 90,000 spread over a mumber of years—I fancy
the bridge enginedy was overwdrked and did not think it necessary to put
in an estimate. As fd as we can, we report every case that comes up. The
company railways have been informed that there will be no difficulty regarding
coming up for funds fog work, and that it is no lenger necessary to go in for
this dodge.

Mr. Jukes.—May Lpit a supplementary question? Mr Phi ipe, this
poerticular case was ob#ously detected on inspection 3

A.—Yes. ¢

Mr. Jukes.—Supposing & similar thing happened on a company’s railway
and the sudit officer detected it on inspection, would,it necessarily have come
to the notice of the Government in this way !

A.—Not unless he reported it.

Myr. Hayman :—The inspecting officer would make a treport even on a
company’s railway if he found this sort of thing going on; and these reports
are avai'able to the Government Examiner to see, and if he is not gatisfied
that necessary action has becn taken by the companies, he would report it to the
Accountant General, Railways; in effect we have the same control over
the company [Lines too.

1106. Mr. Iyengar.—1I think Mr. Philipe said that so far as State railways
were cancerned they could check this thing, but on company lines it was
difficult ; I want to know how it is more difficult. . .

Mr. Philipe.—In connection with the explanation Mr. Hayman gave just
now, if the Chief. Auditor on a company’s line put it into his report it would
come to the notice of the Government Examiner ; but il he did not put it in
his report, the Government examiner would not necessarily know anything
about it. What we are trying to do in connection with this particular matter
on the Bengal Nagpur Railway and the Bombay, Baroda and Central India
is to get at the root of thetrouble and get the Government examiners to lock
at the initial records to a greater degree ; that is the main point of the whole
thing ; we cannot at present do that, it is the initial record which shows details
not the hills which come into the audit office. We have not got the staff at
present for that.

1107. Chairman.—Regarding pazagraph 34, has this matter been settled ¥

A.—Mr, Sim.—No ; the legal proceedings have not yet been finished. As
regards paragraph 35, the person responsible for this irregularity is the same
gentleman who was responsible for the previous one and has been ordered
by the company to retire. _

1108. Mr. Iyengar.—Do you mot think in this matter that the Chiéf
Engineer and the Chief Auditor should shere the blame ¥

A.—The Chief Auditor reported the matter ; the executive engineer has
been reprimanded, but the person responsible was the Deputy Chief Engincer,
* M120FinD
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the same individual who was responsgble for the other case, and the company
took all this into consideration when ordering him to retire the other day. .

. 1109. Kumar Genganand Sinha.—What have you done to retnove the
defect of control evident in this case ?

A.—We took up this case with the Agents and weflimcovered the fact
that there was no difficulty in discovering the facts. /We have asked the
Agents to report to us towards the end of the year evesy month any mibstan-
tial variations they anticipate ; # they go and exceed the budgst the thing
becomes obvious at the end of the year. i

As regards 36, I understand the Oﬁiciating.Cl!L( Auditor was retired
sometime ago. He was only officiating for a short titye in place of the perma-
nent chief auditor. .

1110, Chairman.—As regards 37 and 39, the Auditor General says that
such misrepresentation of facts should be viewed very sericusly : you agree_with
that statement ? J .

A.—Yes, undoubtedly . S

1111. Q.—And you have viewed them seriously

A.—Yes.

As segards paragraph 40, this question of piece-work was discussed the
other day ; in this case the foreman certainly did not enforce the rule rigidly,
and he went on paying them for some considerable time their full wages even
though they did not do the full amount of work ; they did not wish to enfaorce
it, otherwise the piece-work would have gone to pieces at once.

1112. Mr. Tyengar.—The first class of irregularity is * Payments in some
cases befdre commencement or, in others, before completion of wark.”

A.—The clerk responsible for paying them before doing any work at all
was dismissed ; I desnot think we could have done more.

1113. Kumar Ganganand Sinka.—How is the forfeiture of the Provident
Fund credited ? :

A —Tt goes to meet the loss,

1114. Q.—and the figure which you have got is after deducting that loss 7
4.—Yes.

1115. Mr. H. G. Cocke.—With regard to items 45 and 47 I should kke to
refer to paragraph 28 of the Auditor General's letter.

My, Juk:s.—They desl with receipts and not with expenditure...

My. Cocke.~Surely that is & very narrow view.

Mr. Jukes.—1t is & eimple point—under the Statute as it now stands,
the Assembly and therefore the Public Accounts Committee has mothing
whatever to do with the sstimates of revenue or anything concerned with
révenue ; all that they are voncerned with is the expenditure. Of course it is
perfectly open to the Honourable Finance Member to refer to this Committee
any question in regard to receipts or revenue, if he likes to do so, but no
question of receipts or revenue need necessarily be referred to this Committee,
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.

You find no provision anywhere gwing the Assemﬁly any authority over
the collection of revenue.

1118. Mr. Iyengar—Rule 51 says: * As soon as may be after the com-e
mencement of each financial year, a Committee on Public Accounts shall be
‘constituted for theé_ purpose of dealing with the audit and appropriation ac-
osunts of the GoverMgr General it Council and such other matters as the Finance
Department may ref¥ to the Committee.”” Therefore, I take it that statu-
torily we are entitled 0 deal with the whole of the report which you place before
us,
Mr. Jukes.m'l'hex\ ageth, the audit and appropriation reports deal

with expenditure and expenditure only. The constitutional audit report is a
repart on expenditure. !

1117. My, Tyengar.—May I explain my point ¢ I %ake it that you have
got to put down these paragraphs about revenue because they are inextricably
connected with the question of expenditure. I think the question of the amount
of revenue you derive will depend on what amount you spend.

Mr. Jukes.—Take the audit report of the Acocountant General, Central
Revenues. That report contains, asat present submitted, a great deal of matter
which is not in any way connected with the functions of the Assembly. It
includes, for instance,a sort of general review of the audit work done by the.
Audit Officer during the course of the year. That is not for the Committee.

1118. Mr. Iyengar.—We are talking of the Central Revenues expenditure,
Let us take the Rsilway Budget. The Assembly would not he in a position
to vote the expenditure on Railways but for the fact that & corresponding
amount of revemie is derived by the Government.

Me. Jukes—That is perfectly true. : .

1119. Mr. Iyengar.—Therefore, in voting the expenditure on Railways,
the Assembly could not deal with the question of expendture without knowing
what the available revenue in.

Mr. Jukes.—In that respect the Assembly acts on the certificate of the
Finance Member that the money is available.

1120. Mr. Iyengar—Do you mean to say that the control of the Assembly
over Railway expenditure is solely confined to the question as to whether a
particular expenditure should be incurred on a particular service or »ot, and
not to the question whether a particular expenditure would give a larger return
or a smaller return ¢

A.—That is quite ‘s different matter. In judging of the merits of ex-
penditure, undoubtedly you will take into account the return that you will
receive. It is not for the Assembly either to estimate the return or to reduce
¢he estimate of the return received. That is left entirely With the Finance

Department.

M. Iyengar.—We are always guided by the expert advice of the Govera-
ment.

" Chairman.—It js open to the Assembly, as it did in the particular onse

of the cotton exeise duty this year, to challenge the estimate of the Government
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and to give reasons for thinking that jt is either an over-estimate or an under-
estimate, as Mr. Patel did. ’

1121. Mr. Iyengar—The only thing that I want to ask about is whether

* we are not under the terms of rule 51 entitled to go into all the matters that
are dealt with in the Audit and Appropriation accounts. ¢ .

My. Jukes—May I answer by anothersxample * ke the Home Audi-
tor’s report. 9-10ths of the items included in the Homg Auditor’s report deal
with military expenditure which is non-voted. You dre not entitled to go
into that. That is included in the Audit report. o

My. I'yengar.—1I ghall come to that when we comefto the Home accounts.
My point is not what powers we possess. My pot js that under rule 51 we
are constituted for the purpese of dealing with the sudit and appropriation
accounts, whatever they are, whether may they be home accounts, or railway
‘wccounts, or central revenue accounts. These accounts comprehend revenue
us well as expenditure. I therefore say that under the rule we are entitled to:
deal with all. The valuathat is to be attached to our opinion is quite a diffir-
ent matter. (To the Chairman) I want you to tell me what audit and appropria-
tion accounts really mean. It cannot be audit and appropriation accounts

* only in respect of expenditure. Why do you limit it to that ?

1122. Chatrman.—This is a question which will have to be taken up se-
-parately. It is an important point. We had better now go back to Railways
a: we have got 8 witness on Railways, and take this question up as a separate
matter later on. Paragraph 47.

Mr. Philipe.—1 propose to deal with this in the report which is now
being written, since I have fuller particulars as regards audit responsibility
in the matter, and I will deal with it there.

1123. ,Sardar V.sN. Mutalik.—Paragraph 48. What check do you
exercise on goods trains ? Suppose there is a case of a wagon being loaded
and returned as empty. What check have you over that ?

Mr. Stm.—The case mentioned in this paragraph is a case of undercharge
for the goods consigned by a particular wagon.

1124. Sardar V. N. Mutalik.—Buppose a station master loads a wagon
and enters it as empty in the accounts. '

A.—The amounts charged are all checked. As the vouchers come in,
they are all checked.

1125. @.—It will not be taken to the Audit Office because there is no
entry in the records.

.. .A~—You mean where a man sends goods and either under-weighs them or
does not enter them at all or sends them away without charging anything ?

1126. Sardar V. N. Mutalik.—A goods wagon is attached to a goods train
and entered as empty whereas, as a matter of act, it is loaded and taken to
another station, and unloaded there. What check have you over such a thing

o Mr. Hayman.—At the starting station we have a staff who record parti-
culars of all goods loaded into wagons. That is available for inspection by the
Travelling Inspector of Accounts. The guard again keeps a record of all the
wagons attached to his train—whether loaded or empty. Again, at the receiv-
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ing stations, they keep a record of the unloaded wagons and there they will
find whether a wagon was loaded or eulllpty. 7

1137, Q.—What check is there between the receiving station and the
starting station ?

A.—They hae got to keep_these records.

1128, Q.—If &;y do not ?

A.—Then it is P fraud and will have to be detected before any action
is taken. A
1129. Q.—What kbec}{ have you got over that ?

A.—We have an Jfispecting staffi moving about the lines.

1130. Q.—Over goods trains ? °

A.—There are Traffic Inspectors and Trade Inspectors of Accounts.

Myr. Sim—That could only happen with collusjon. In these fraud cases
on the 0. & R. Railway we ascertained that the whole of the staff were in col-
lusion.  Goods were despatched from one station to another and the receiving
people were in collusion with the sending people. That can only be stopped by
test inspections.

1131. Q.—Are there any test inspections ?

A.—There are Inspectors who check the goods en route.

1132. Chairman.—Are you satisfied that the Travelling Inspectors are
sufficiently numerous and active to prevent these frauds frcquently ocourr-
ing ?

Mr. Sim.—Yes, Sir. o

Mr. Hayman.—This class of fraud does not occur frequently.

Mr. Sim.—The Staff have got to be in collusiongs

My. Sheridan.—Whenever such a thing does happen, some fellow naturally
gives it away very soon.

1133. Chairman.—Paragraph 51. Tt is said thata sum of Rs. 367-1-0 at
the credit of a clerk in the Provident Fund was set off against the amount
misappropriated. Is that a regular practice ?

A.—Yes.

1134. Q.—And it is an essential practice ?

A.—Absolutely. It is the one safeguard we have got..- Thisis a question
we are going to discuss in connection with the Provident Funds Bill. If we
lose that power of deduction, we will have no hold over the staff whatsoever.

1135. Mr. Iyengar.—You have to recollect that the Provident Fund is
intended as a provision for his family.

A.—But then, if a man misappropriates your money, surely, you mast
deduct it. The money that we deduct from the Provident Fund is the con-
tribution made to that Provident Fund by the State. It is not the man’s
own comtribution necessarily.
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Burely, we should not hand over ¢o a man our payments int6 the Fund if
he has embezzled a considerable amount of our money. - Why should we
« 11386, Mr. Iyengar.—The point is, you make provision by this Provident
Fund that his family may not be in distress, and therefore when you have made
that provision, his family has & reasonable oxpeotation t the thoney 'will
be paid, and now you want to turn it into a guarantee f&

Chairman.—The family has also a reasonable expecfation that he will not
commit fraud. h

A.—Take the case of a man in other dersrtmenci ‘of Governm(;r;t. who
gets a pension. Government does not give him a pehsion if he is convicted
of theft. “

Mr. Iyengar—I pm not prepared to say anything on that. I am not
sure about it.

1137. Kumar Ganganand Sinha.—Paragraph 53. What steps have been
taken to prevent such frands !

A.—The men have been sent to jail, and there is their provident fund
account. There is no other action we can take.

1138. Mr. Ahmed Ali Khan.——You see there it is stated that the accused
was proved to be a habitual drunkard.

A.—That is the opinion of the Court. I am afraid I do not know this
gentleman at all. ‘This is merely a quotation from the judgment.

1139. Q. —It was discovered only when the matter went before the
Court ?

A.—1t is the opinion of the Court. I do not know whether the Court was
correct in giving that gpinion. o

1140." Kumar Ganganand Sinha.—Paragraph 54. Was it also discovered
how much money in all has the station master misappropriated from time to
time { This mentiof®only a small amount. He was in the habit of tamper-
ing with the station records and he must have misappropriated a large amount ?

My. Philipe.—The total amount is stated to be Rs. 120-7-0. It may have
been more but it is very difficult to get the exact amount. It will mean
going over the records for years past.

1141. Q.—Does not that show that the inspection staff was not doing its
work properly 1

Mr. Philipe—It was the inapection staff who discovered it. It is the
inspection staff that discover 90 per eent of the frauds at the stationa.

1142. Q. —Did not the inspection staff discover this before ¢

Myr. Philipe.—These inspections at stations take place at intervals of 3
or 4 months and probably the man took advantage of one inspection being
over to start his game. That is why the amounts involved are generally very
small—a few hundreds.

1143. Q.—There is reason for thinking that the habit of tampering with
the station records continuned for not more than three months ¢

My, Philipe.—~Yes. e
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1144. Chasrman.—Have you anythipg to say on paragraph 66 ¢

Mr, Sim~—No, except this that we are takingup the whole question,
They have recently asked us for an extension of this system and we said that
8o far from condsiering any extension of it, in view of these troubles we®
were not quite prépared to consider that the present system should continue,

1145. Dr. LohoMyre.—The faTe has not been received from the officer 3

A.— No, 1 do noknow what happened to the officer.

1146. Q.—Is he i§ service yet 1

A.—T1 am not quRe certain. These cases refer to officers demobilised.
1t is getting very much less now.

1147. Q.—How wa8 the fraud committed }

A.—Credit notes were issued to persons not entitled to them or issued
to more people than should come under them and various other matters of
that kind. °

1148. Chairman.—The amount has not been recovered 1

A.—No. I think the officer must have gone.

1149. My, Iyengar.—Paragraph 75. There was also recently an instance
of theft in the O. & R. Railway ?

A.—I know. I do not think that any action we can take can stop dacoi-
ties,

1150. Q.—Certainly you can take precautions ¥ 1want to know whether
it is irremediable ? You can never prevent dacoities but you can minimise
them 1 ) .

A.—By offering less temptations as regards railway cash? We dre trying
to do as far as possible in that direction-—to whatever we could get the Control-
ler of Currency to agree to take remittance d:rect into tmesuries.
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