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Evidensé taken at the first meeting of the Public Accounts Committee held
on Friday, the 5th August 1927, at 2-30 p.m.

PRESENT :
(1) The Hon’ble Sir Basil Blackett, Cha¢srman.
(2) Moulvi Abdul Matin Chaudhury. )
(3) Mr. A. Rangaswami Iyengar.
(4) Maulvi Syyid Murtuza Sahib Bahadur. $ Members.
(5) Mr. N. M. Joshi.
(6) Mr. G. Sarvotham Rao. J

(7) Sir Frederic Gauntlett, Auditor General.
(9) Mr. C. W. Carson, Controller of Cnnl
Acoounts.

(9) Mr. G. Kaula, Accountant General,
Central Revenues.

The Hon’ble Mr. A. F. L. Brayne, Fimm:inl Secretary, Wiiness.

Chairman.—We propose to begin to-day with the Fmanoe Department
Resolution on last year’s report.

1. Mr. Rangaswams Iyengar.—I should like to ")pow whether the
Auditor General has any suggestions to offer on the Resolution.

8w P. Gauntlett.—The simplest thing will be to go through the
Resolution paragraph by paragraph with the report of the Pnbﬁt Accounts-

Committee itself.
Mr. Brayne pointed out that there was an additional list of minor
points which was being circulated.

2. Mr. Rangaswami lyengar—Are you in a position to tell us what
you have done twith regard to the anore vigorous application of this system

of lump cuts ?

Mr. Brayne.—1I have not got the exact amounts of all the cuts we have
made, but we have done so in the case of all the larger demands, for
example, in Public Works we have made a lump cut of 10 lakhs in a
budget of about a crore, and we have done this more or less in all the
big departments. 1 can give a list of these cuts to members of the
Committee. .

Mr. Rangaswams Iyengar—I do not want a list. The system of
lump cuts is also applied very extenmsively in England. What I should
like to know is whether you can reduce this system of making lump cuts
to any particular prineiple or system. At present on what prineciple do
you take 10 lakhs rather than 5 lakhs ?

H164Fin

‘Were also present.
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Mr. Brayne.—We work on the estimates of past years, on the Jiupe
between revised estimates and the sanctioned amounts ; mr:vgw
spending to a certain extent has been noticeable ih past years, we glwa
work on that ; there is no percentage like 10 per cent. or 5 per cep of the
toial.

8ir F. Gauntlett.—Perhaps 1 may remark here on this very pertinent
point that the Accountant General, Central Provinces—which is a gpgay)
province where a man is able to give more individual attention 1o pje
work—in his last report on the appropriation accounts brought to ngtjee
case after case in which during the last 3 or 4 years there had heeq
persistent saving under the same heads. 1 would suggest that the Locq)
Government ought to have no difficulty whatever in determining if lump
cute could be made suitably under those heads.

8. Chairman.—] would like to know from Mr. Brayne whether the
does not think that if one can cut down the amount under a given sub.

head, one ought to be able to reduce the actual provision under that sub.
head rather than make a lump cut on the whole.

Mr. Brayne.—It would be better to do s0. The lump eut does give
rise to very considerable difficulty, as in the case of the Military accounts.
A lump cut has to be distributed and it is very difficult to say whether
gny particular head is excessive.

Mr. Rangaswami Iyengar—But where a lump cut is going on every
year, surely we can cut down the estimate.

Mr. B Y shink it is desirable to distribute the cut as far as

_ No measure  t a lump eut can ify matters in
Public Worka. hMmmﬁ&WmE&m:lemmnw'
budget on the basis of existing cadres and the anly way to measure the
saving or to estimate the saving is a lump eut.

Chairman —But in that case you can take a lump eut under a parti-
oular bead and not under the grant as a whole.

v Bir F. Geuntlett —1] think that ought to be done where pomsible.
4. Mr. Joshi.—\s this system of lump cuts to be pursued always !
Mr. Brayne.—There is always a tendeney 1o err on the mafe side.

Chairman.—Of eourse it has to be remembered that the one important
Togusine 3 that the Governor General in Couneil should obtain » suflleient

crant from the Amembly 10 meet his expenditure, He does Dot want to risk
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" 5. Mr. Brayne—In ‘conneetion with paragraph 3 of the Resolution,
raragraph 7 of the report referred to certain particular forms of excesses
on which the Committee recommended that action should be taken.

Chasrman.—You mean heads (1)—(5) in paragraph 6 of last year’s
report. I think those come in paragraph 4 of the Resolution. Perhaps you
might just go through them.

Mr. Brayne.—Taking head (1) first, that excess will disappear now we
have got the new arrangements workmg As regards head (2), supple-
mentary grants were put before the Assembly last year. Head (3) deals
with the difficulties encountered in watching the progress of expenditure.
The particular instances were the Posts and Telegraphs and the Survey
cf India. No other instances of this sort have been noticed. In the case
of Posts and Telegraphs it is due to a large debit for Stationery. Now
these debits are adjusted quarterly, so there is not much risk of this sort
of thing happening again.

Mr. Rangaswami Iyengar.—But 1 think in the Audit Report of the
Posts and Telegraphs the Auditor General has drawn attention to the
fact that there has been insufficient watch on the progress of expenditure
in that Department.

8w F. Gauntlett.—Yes, that is on the part of some junior officers. It
ought to be remembered that it is hardly fair to judge from the report
of one year the effect of any action taken on the previous year’s report.

Mr. Rangaswams Iyengar.—But this difficulty of watching the progress
of expenditure has been under consideration for th /2 years and we
dcalt with it 2 years ago ; and we find that this th(ng has occurred in
the Post Office once in 1924-25 and again in 1925-26; -*

6. Sir F. Gauntlett.—I would like to suggest that this question should
be taken up definitely as an accounting question by the Committee and
that definite recommendations should be made. I do feel myself that
annual adjustments ought to be avoided if possible. In other words, it
.ought to be possible some time during the course of the year to transfer
an estimated amount, making the actual amount transferred at the end
of the year strictly correct by adjustments in the last quarter. We should
have much less trouble if we could make periodical adjustments in cases
¥here it is possible to make a rough estimate of what the amount is likely
to be. I am only suggesting that this question of minimising as' far. as
possible the annual adjustments might be taken up for further considera-
tion. | _

Mr. Rangaswams Iyengar.—To the best of my recollection we did make
certain recommendations and there was a Government Resolution which
also laid down elaborate directions as to how the progress of expenditure
should be watched.

Mr. Brayne.—Yes in August last year we issued very elaborate
instructions : perhaps the Committee would like to see a copy of them.

Chairman.—Does this cover the guestion of bringing amounts to
account at the end of the year ?

S¢r F. Gauntlett.—Only indirectly : all that it says is no head of a

department can really watch the progress of expendltm'e unless he keepn
a watch on his liabilities as to what is still to be paid by him
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CAairman.—He should not merely keep a watch on his liabilities but
actually bring it to charge in the course of the year ¥ Mr. Brayne agrees
that it is desirable to take up this question.

7. Mr. Brayne—Coming to head (4), definite orders were issued in
1924 to the effect that belated adjustments should be brought to account
in the year in which the orders were passed and not antedated to a previous
vear just because the aceounts of the previous year happen to be open.

8. Chatrman—Head (5) deals with the Railways.

Mr. Rangaswam: Iyengar.—We can deal with that when we come to
Railways.

Mr. Joshi—Is it not a fact that in the case of the Capital account,
this is happening every year !

Mr. Brayne.—I do not think that excessive figures are put in deliberate-
ly year after year : underspending arises for various reasons for example
because proper contracts are not available.

My. Joshi.—For the last 5 years we are underspending by something
like 5, 6 or 7 crores.

Myr. Frederic Gauntlett—Last year in evidence before us Mr. Grindal
said the average saving in the New Capital Works for 10 years was 25 per
cent. a year, and this year (1925-26) it is a good deal more than 25 per
cent.

My. Joshs—~Ang my view is that on the whole it was a mistake on the
part of the to have announced that they were willing to spend
150 crores. - .

Chairman.—You are speaking on the Railways : Sir Frederic is speak-
ing on the New Capital. It is of course a general question but as regards
the Railways we have put that right ; we have got away from the 30
erores.

Mr. Brayne—In paragraph 4 of the report it is stated that steps
have been taken to cut down the Capital Grant.

Chayman.—In the case of the Railways what we do now is this :
the total estimates of what the Railways can spend come to over 30 crores ;
we have actually provided only 24 crores. d

Mr. Rangaswams Iyengar.—So far as the Delhi expenditure is con-
" cerned, the Auditor General is perfectly correct that this thing has gone
on without our being able to find a remedy. So far as the Railways are
eoncerned, the position was explained that the Railways were allowed to
send up their full estimates and they were told that there wonld be lump
reductions and if they were able to work up to programme money would
be found. Therefore there was always a lump cut. But it would appear
from some remarks made in the Appropriation Report, I think, that when
you make these reductions and the estimate is sent back to the Agents,
they distribute these things in a different way from what it was intended
witl the result that there have been excesses in some cases.

9. Chairman.—These are questions to be raised when we come to them.
We now proceed to paragraph . s
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Mr Rangaswams Iymgar—J want to know at what stage this matter
is now.

Sir F. Gauntlett.—We have invited the opinion of Local Governments.
Three or four of the Local Governments have sent a final answer and they
have accepted the scheme without comment. The technical position is
that so far as it involves merely aceounting processes, the Auditor General
can state under which heads partleular items of receipt or expenditure are
to appear in the accounts ; so that it is possible for me in another couple
of months to tell the Local Governments that if they abstain from or delay.
sending any reply, we shall have to lay down orders without further
consultation because it is desirable that the scheme should come into effect
from the 1st April next year. It is very important that the budget estimates
should be drawn up in the way in which the accounts are to be maintained.

Mr. Brayne.—We are taking steps to do that in the case of the Budgets
of the Central Government.

10. Mr. Brayne.—With regard to paragraph 6, the Finance Departmer:!
have drawn up a scheme following the recommendations of the Publie
Accounts Committee last yvear and it is under the consideration of the
departments concerned. We have to send a despatch to the Secretary of
State and this has been drafted.

Mr. Ra'ngaewamz Iyengar. —--May I know unless it is econfidential,
whether there is any proposal in that connection to alter the present

statutory position.

Sir F. Gauntlett —That position has not been tou at-all we cannot
possibly interfere with the Act.

11. Mr. Rangaswam: Iyengar—As I understood the discussion some-
time ago though I am not quite clear, the Secretary of State has preseribed
a certain form in which the Finance and Revenue accounts are to be
presented to Parliament, and it is necessary that the accounts that are
presented to the Assembly should in all respects tally with the accounts
presented there. There was somé difficulty in making them identical
which I think we discussed. The information I now want is whethet yon
will alter the form of accounts which have to be presented to Parliament.

Sir F. Gauntlett.—The letter to-the Secretary of State puts before hin:
the proposals of the Government of India for the modification ef the form
of the Finance and Revenue accounts so as to give effect to your wishes.

Mr. Brayne.—There are two things—the Finance and Revenue aecounts
and the Budget estimates. The proposal seeks to modify the Finance -
and Revenue accounts with the approval of the Secretary of State and then
to modify the form of the Budget estimates and various statements that
are put before the Assembly in accordance with the modification made in
those accounts. The result will be that the working expenses of Posts and
Telegraphs, for instance, will appear on the expenditure side and there
are various other modifications of that kind.

Paragraph 7 of the Resolution.
12. Mr. Rangaswami Iyengar.—Have the lawyers pronounced on this ?

Mr. Brayne—A despatch has gone to the Secretary of State recom-
mending that the Fund should be established, and that the token vote



6

should be accepted. It includes also the. other question of the defjnition
of new service. All these three questions have gone forward in one
despatch to the Secretary of State.

Chairman.—The position is that the Government of India have for-
mulated their proposals. I should like to ask whether all this is possible
within the framework of the existing Government of India Act !

Mr. Brayne.—No, Sir. It will require the modification of the Gov-
ernment of India Act and the issue of rules thereunder. It is just possible
the Secretary of State will follow the rule adopted last year, that such
modification should wait and that we should carry on as at present until the

new constitution is considered.

Mr. Rangaswomi Iyengar—You have suggested that the Act should
be suitably modified in this respect ?

Mr. Brayne—Yes.

13. Mr. Joshi—With reference to paragraph 8, last line,—‘‘ careful
statistics should be kept of the proportions between actual expenditure
and estimates based on the existing cadres under establishment heads ’’'—
have you considered that !

Mr. Brayne—Yes.

Sir F. Gauntlett.—When these statistics ﬁave been recorded it will be
possible to take averages.

Paragraph 10, Question of contracts.

14. Mr. Brayne.—~—The Finance Department are considering the new
rules. We have coligcted the various rules in the Railway Department
and the Army Department, and recently we received a statement for the
Pablic Accounts Committee at Home of 1926, setting forth a very elaborate
set o{) lrnles which we have endeavoured to incorporate in our rules as far as
possible.

15. Mr. Rangaswami Iyengar.—I want the Committee to deal with the
question as to what extent officers should be permitted to enter into
eontracts without calling for tenders.

_ 8ir F. Gauntlett.—1 understand the question is being dealt with in the
Finance Department. They have received a copy of the orders issued
by the Treasury in England which prescribe the conditions which must
be fulfilled by departments before they could enter into contracts without
the previous sanction of the Treasury. It would not perhaps be adminis-
tratively practicable to apply the whole set of rules in India, but some
of them could be applied and it was from that standpoint that the question
was being considered.

Chm’rmqu.—-—’l‘he extent of the control of the Treasury at home as
compared with the control exercised here was something almost ineredible.

The rules would be circulated to the Committee after which they could be
considered. .

fa 16. Mr. Rangaswami Iyengar.—I would next raise the question of how
ar savings under voted heads could be reappropriated and utilised for

expenditure under non-voted heads ether ' i
C il ‘was at liberty o aene and whether the Governor Genern} in
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Mr. Brayne.—No reappro;;riation is allowed from voted to nom-voted
and vice versa. . '

Chatrman.—The answer is that we formally approve of a supple-
mentary grant for the non-voted portion in the same way as a supple-
menfary grant under a voted head is approved by the Assembly ; there
is no question of reappropriation. Usually, unless we are absolutely driven
to it and unless we are fairly sure that there i§ a clear prospect of a
surplus on the budget, we do not easily assent to supplementary grants,
whether under voted or non-voted heads.

Mr. Kaula.—The answer to that question is that the purse is a joint
one for both heads and your objection will continue to apply so long as
the joint purse continues.

Chasrman.—1 do not think that the assumption in Mr. Rangaswami
Iyengar’s argument that the Assembly is seized of certain monies is quite
the correct way of putting it. Its function is to control expenditure under
certain heads and any expenditure under those heads is to be out of monies
voted by the Assembly ; but there is no obligation on the Governor General
in Council to spend the money voted. He has asked for a grant and
it bas been given to him and it may sometimes be a merit on his part if
he does not spend it.

17. Mr. Rangaswam: Iyengar —Therefore, when there are lapses. are
those lapses specifically ear-marked ?

Chairman.—No ; they =1 1., ‘ ’

Sir F. Gauntlett.—It has been laid down legallyﬁwt a grant cannot be
reduced, so that the head of a department unless he receives executive
orders to the contrary, can go on spending against the grant which has
heen allotted to him by the Assembly. In so far as the Governor General
in Counecil is utilising his powers to make a supplementary grant for
non-voted expenditure, he is only utilising exactly the same powers as he
has when he makes the original grant. Your objection is really to the
whole system of non-voted expenditure. You will see in the Appropriation
Accounts the savings under voted and non-voted heads given separately
in each case.

Mr. Rangaswams Iyenger.—You do not think there has beep any case
in which savings under voted have been taken up to cover excesses under
non-voted !

Sir Frederic Gauntlett—No ; any saving under a voted head goes into -
the joint purse and it then becomes available for any supplementary grant.
One comment that I make throughout is that the savings under non-voted
are generally bigger.

18. Mr. Joshi—I do not understand you when you say that the
Governor General in Council cannot reduce a grant ; if he does not spend
it, he reduces it ?

Chatrman.—He did not say ‘‘ The Governor General in Council ’ ;
it is the Assembly that cannot reduce the grant. The Governor General
in Council can specifically direct that a saving whether under voted or
pon-voted shall be ‘ written off ’ from the amount available to the spending
officer under that head to spend.
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8ir P, Gauntlett.—Might it not also be said that the executive Govern-
ment throughout the world can specifically order a diminution in the rate
of expenditure ?

Chairman—Yes, certainly. The question arises where there is a new
service and it has been ruled in such cases that the Governor General in
Council must obtain authority from the Assembly for the whole of the
expenditure for that service whether there are savings under voted heads
or not.

19. Mr. Rangaswami Iyengar —It comes to this : when money has not
heen spent under a voted head, it lapses or goes into the joint purse or
the total revenues in the hands of the Governor General in Council, and
being there he has got the right to use such monies for non-voted items,
if necessary.

Chairman.—I do not like the phrase ‘‘ joint purse ’’ ; it is one single
consolidated fund out of which the Governor General in Council is spend-
ing money on certain services which he is authorised to spend without the
vote of the Assembly and others which he could only spend with the vote
of the Assembly ; it is all one fund which is being spent by one authority,
the Governor General in Council.

Mr. Rangaswams Iyengar—Has anything been done with regard
to the rules mentioned in paragraph 12 ?

Mr. Brayne—We have got the rules in hand. The Army rules are
under revision ; possibly they would broaden the rules somewhat, as there
was too much Jisation.

Mr. Rang i Tyengar.—QGiving them a blank cheque ?
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C'lcpt'n‘nan.—lt has to. be remembered that the Army is the most
centralised department in India and the powers of re-appropriation which
are now given to spending authorities under the Commander-in-Chief
are extremely limited.

Nir F, _Gauntletf.—I. think it will be found when the Army rules are
qlnsely studied that. it will not necessitate very much revision on the civil
side because the main point which was made by the Secretary of State was
that re-appropriations to meet new expenditure should not be made without
the sanction of the Finance Department and that is practically the same
as the procedure for supplementary grants requiring the vote of the
Assembly.

. Chairman.—The specific intervention of the Governor General is re-
quired for the appropriation of savings for new services.

Mr. Rangaswami Iyengar.—So far as the Army is concerned is there
any such rule ¢
. Sir F. Gauntlett—Yes ; that is the rule which was laid dowr by the
Secretary of State, which is called attention to in this paragraph.

Alr. Rangaswam:r Iyengar—We would like to see how far the rules are
undergoing revision.

Chairman.—I think there will be no objection to the revised rules
being placed before the Public Accounts Committee after they have been
frawmed.

Sir F. Gauntlett.—The main point to notice is %ﬂ: this question is
stili open. i

Paragraph 13 of the Resolution.
20. Chairman.—The report of the Auditor General is not yet ready !

Sir F. Gauntlett.—No ; all that 1 have received up to the present have
been various reports by Mr. Bhimasena Rau on accounts completed ahout
18 1m0onths ago ; I have not got the final reports because the accounts do not

close until July or August.
Paragraph 14 of the Resolution.

21. Chairman—* The outstanding points are now under examination
and the views of the Government of India will be placed before the Com-
mittee."’

Mr. Joshi.—Are they going to be placed this year ?

Mr. Brayne.—Yes. ,

22. Mr. Joshi—You are referring to some rules being framed for
giving certain powers to officers working in remote corners ?

Mr. Brayne.—The point°of view of the Central Board of Revenue is
this : they say there is no necessity to frame rules because they are not
likely to have many more works of this kind ; we referred the general
question to the Department of Industries and Labour and they are not in
favour of having separate rules because they say there already is-one
complete set of rules, and if any modifications of those rules are required
in a particular case those modifications should be sought by the officers



10

who are carrying out the work. You ‘eannot -have separate sets of ‘rules
applying to every officer who has some special work to do.

23. Chairman.—Are we not in a position to state finally that the Gov-
ernment of India’s opinion is that it is undesirable to frame such a set
oi rules !

Mr. Brayne—Yes ; the trouble in this case was that the particular
officer concerned did not apply for any relaxation ; it might have been
given to him.

My. Kaula.—May I suggest that that question be put to the Audit
officer when he is present when this case is taken up ! 1 doubt if he
will admit that there are regulations suitable for the Salt Department.
My iunpression is that he is of opinion that there are no definite rules.

Chasrman.—The point being that the rules that apply to works in the
P. W. D. do not apply to the Salt Department ?

Mr. Kaula.—They do not apply automatically unless they are made
applicable.

Sir F. Gauntlett.—] think the answer to Mr. Kaula’s point is that
though there may not be a set of rules technically applicable to the Northern
India Salt Department, it was assumed that they were working under
P. W. D. rules.

Chasrman.—As regards the question whether adequate rules exist in
the Salt Department or not, we can take that up when the Salt Department
is before us. )

R ' Paragraph 15 of the Resolution.

24. Mr. A. Rangaswami Iyengar.—This is a matter on which I should
like to raise the general question as to what extent we can deal with
receipts in the Public Aceounts Committee. The Governor General has
already agreed that it is open to us to refer to the accounts of receipts in
so far as they arise from audit reports ; but I would raise the more general
question as to whether it is not time for us to state that there should be a
more systematic audit of receipts than has been in vogue in respect of
1many departments. 1 understand the matter is engaging the attention of
the Government and I see the Public Accounts Committees in England
have gone on systematically dealing with questions of receipts in cases
-in which there has been failure to recover revenue owing to bad manage-
ment of receipts and so forth. The question is whether it is not open
cqually to us to deal with them and whether the Audit Department possesses
the requisite machinery for auditing receipts.

8ir F. Gauntlett.—The actual position of affairs in regard to this hig
question is that the Secretary of State has twice suggested to the Govern-
ment of India that the Auditor General should be instructed grudually
to take over the audit of receipts. The question has never been finally
taker. up and considered so far as I know"; but from time to time the
andit of receipts which is entrusted to the Auditor General by the Governor
General in Council has been increased. In practice what happens at the
present moment is whenever we find large embezzlements in the accounts
of a specifie institution, I am asked to undertake the audit of that insti-
tution—especially in Bengal where the question has been very bad indeed.
In faet we have 80 far progressed in Bengal that the Accountant (Jeneral
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there has a. separate establishment ‘working under him, which is practically
pndgr t_he orders of the Local Government, to deal with the receipts of
lustitutions there from time to time. If you ask whether I have the
machinery, I say ‘ no’ and I should not have the machinery to undertake
anything like a real audit of receipts for another ten years. I think it is
possible that I may have to find within the next four or five years some 30
ore officers for work in connection with expenditure which administratively
Is m contemplation. I have asked the Government of India to have a
conference to determine what administrative measures are likely to be
adopted which will necessitate increases of my establishments because my
men are all experts and I have to train them for two or three years before
they can do the work. Any attempt, therefore, to undertake audit of
receipts generally will have to be notified to me and I shall have to be given
five years’ notice.

~ 25. Chasrman.—Can you tell us roughly to what extent you audit the
main receipts of the Government of India at present ?

Stwr F. Gauntlett.—I practically audit commercial receipts—Railways,
Posts and Telegraphs and Customs,

Chairman.—Do you regularly ‘audit customs receipts ?

‘S'cr F. Gauntlett.—I have a test audit department working throughout
India : that is of course only a test audit. I audit the receipts of a large
number of Government institutions, but those are all under specific orders.
A complete list of the work that was entrusted to me under rule 12 of the
Auditor General’s rules was prepared in 1924, and if you are interested
In the matter, a copy might be supplied to you, but I do not think that the
list is ouite up-to-date. x

26. Mr. A. Rangaswamy Iyengar—You have beenaxditing receipts in
a considerable number of departments in pursuance of the audit rules.
I shonld like to know whether under the present system of audit of
accounts in this country there is a system of auditing receipts as well as
expenditure, and whether when such audit is undertaken it should not
come before the Public Accounts Committee in the same way as expendi-
ture is coming before it ! For instance, take income-tax. We should like
to know whether all the tax that has been assessed has been properly col-
lected. For that you must have a test audit in certain cases to find out
whether the officers have got all the receipts. My suggestion is, that
generally in regard to revenue your department must systematically under-
teke a test audit, at a rate of 10 per cent. of the total number of cases,
to see whether the officers had done their duty properly, whether remissions’
had been too frequently granted and such other things, because those are
things about which this Committee ought to be informed, and there should
be a machinery for it.

Sir Frederic Gauntlett.—It is rather a long question, Sir. The first
point is with regard to the existing machinery of audit. I think you can say
that at present what you have is only an internal check. So far as land
vevenue is concerned, the internal check has been very well developed. As
a matter of history. we did undertake an investigation in Bihar and Orissa
just before retrenchment came into force. Unfortunately we thought we
would have plenty of time to undertake a systematic survey. We started
with land revenue but we got nothing out of it, because we found the
internal system of check of land revenue generally efficient and -by the
time we finished with land revenue, retrenchment came into force and we
had to take all the men away for other work. '
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The next point that was raised wis a specific point with regard to
ineoine-tax. The question whether I should be asked to audit income-tax
was considered by the Central Board of Revenue, and I think they sug-
gested,—I am only speaking from memory—that the actual assessment is
50 intricate that it is impossible really to apply a test audit to the complete
transactions of the Central Board of Revenue. 1 think the more important
point they made was that no test audit would be of real value, unless you
could get, as the income-tax authorities themselves get, access to the private
papers of persons whom they are assessing. and there is no statutory
machinery at present by which the Auditor General can get access to such
papers. This question, 1 believe, has been very carefully considered in
great detail in England. It is perfectly true that there is a test audit of
income-tax in England. But I believe that if there is to be any attempt to
investigate this question thoroughly we should undoubtedly have to go to
England to find out what is being done there. But my impression gained
from the epitome of that Public Accounts Committee and from other papere
tiat have come before me is that really the Auditor General undertakes no
more than to see that the instructions which are issued by the Central
authority are complied with by the subordinate authority. I think those
are the answers.

Mr. N. M. Joshi—What we can do this year is to recommend to the
Governor General that this subject deserves careful examination and we
should request the Auditor General to give us a note on this subject as to
how far it can be done.

8ir Prederc ggauntlett.—I am not sure that the note originally should
come from me, bow..I am entirely under the orders of the Public Accounts
Committee and if T am asked to prepare a note I shall be only too glad
to do so. If you really wish to press this point that receipts ought to
come under Government audit just like expenditure, it will neces-
sitate either an alteration of the statutory Auditor General’s rules or it
will necessitate a specific order from the Governor General in Council that
I am to undertake the audit of receipts. But no such order could be issued
until the principle has been accepted and until I have the machinery
ready.

27. Chairman—It is obviously a complicated question as one would
gather from Sir Frederic Gauntlett’s remarks with regard to income-tax.
"Now, with regard to the action of the income-tax authorities, have any cases
come bhefore the Auditor General in which the income-tax authorities have
written off as nen-collectable sums which are due from assessees !

8ir Frederic Gauntlett.—No, Sir. That again is part of the big ques-

tion of the treatment of losses which has been under consideration for
the last two or three years.

28. Mr. A. Rangaswomy Iyengar.—I don’t suggest that you should be
A sort of supervisory income-tax authority over the income-tax department.
What I am pointing out is that you must conduct a test audit. For
instance, the auditors in business concerns dom’t go into every item of
receipts. but they merely conduet a test audit and see that the hooks are
properly maintained. Now, what I want to ask you is this. Don’t you
think jt would be well worth the cost if you conduct a test audit and the
revenues will improve by reason of conducting a test audit ?



18

B¢r Prederic Gauntlett.—If you ask me that as an Auditor General,
1 emphatically say ‘ yes’> One has to face the position quite frankly
that there is hardly a single deptt. that welcomes an audit, and if a depart-
ment can keep the auditor out, it will do so. Without expressing any
innuendoes or insinuations at all, that was the attitude of the income-tax
anthorities. They put forward admirable reasons which I accepted. But
the position, I think, is that Government as a Government has to rise supe-
rior to individual departments of Government. Individual departments
will always object to audit, but Government as a Government
should take the view that audit is after all worth while. I think I can
safely say that the experience that we have had during the last twenty years
with our test audit does show that it has been of value. I think it is not
unfair to say that one of the main reasons why the present Sea Customs
Act is being radically amended is that audit has pointed out that it is so
utterly out of date that it cannot be worked legally. ’

Then again the Chairman put to me a question whether I see any state-
ments of losses from the Income-tax department and I said no. But test
audit in the Customs constantly raises questions in which the Collectors have
exercised diseretionary powers and have waived recoveries. In many
cases, test audit has had to say that this contravenes the general orders
which have been issued by a superior authority and that the exercise of
discretion has been against those orders.

Mr. Rangaswamy Iyengar—I do feel that as the Finance Member has
opened up so many new ways by which the finances could be more pro-

perly managed, we ought to start this.

)
Chairman.—There are really two difficulties in the way in regard to
income-tax. The income-tax authorities will tell you freely that they are
not getting anything like the whole of the income-tax due. They think
that the net is not yet cast wide enough. But I think it is very doubtful
whether the time is really ripe yet for putting any test audit into the income-

tax department.

Then the other difficulty which was raised by the Auditor General was
this. The natural result of the introduction of parliamentary institutions
in this country has been a very great increase in the demands for staff of
the Auditor General, and I don’t think the Auditor General has or will
have the staff to undertake such a large work as the examination of mcome-
tax or other receipts generally for some little time to come.

99 Mr. N. M. Joshi—But the question of losses is on a different foot-
ing 1

Chairman—I did not speak of losses,—I referred to mon-collection,
the audit of money not received, and so forth.

Qir Frederic Gauntlett—There are specific orders that in cases qf
frauds occurring the matter has to be reported to the account authori-
ties.

2
30. Mr. A. Rangaswamy Iyengar—I quite see that the Income-tax
department is yet in its infancy. But what 1 want to know is whether
the officers should not always be subject to the control.of the audit autho-
ritv in respect of what they do. At present they are given a large amount
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of discretion; and we do feel, that in the income-tax department, without
impinging by any means on the assessee, a good deal more could be properly
coliected if the department is kept in trim, not merely by supervision but
also by a regular system of audit of receipts, because that will probably
show the defects in the system which an expert Auditor will be able te¢
point out to Commissioners of Income-tax.

Sir Fredersic Gauntlett.—Might 1 suggest that a specific question be
put to the representative of the Central Board of Revenue ¢

Chasrman—I1 think we may definitely ask the representative of the
Central Board of Revenue to give his views on the question of the possi-
bility and desirability of an audit of income-tax receipts.

~ 8ir Frederic Gauntlett.—If there is to be an extension, personally, I
should prefer to make an experiment with regard to Forests, because in
that case our experiment might be fruitful there.

Chairman.—So far as this Committee is concerned, it is only concerned
with the audit of the Central forests.

Mr. A. Rangaswamy Iyengar.—If the Auditor General does get down
to any method of dealing with Central forests, certainly it might be applied
to provinces as well.

Chasrman.—We will also ask the representative of the department con-

cerned to be ready to answer the question of extension of audit of reeeipts
from Forests.

Mr. Joshx—-{é'ould it not be better if they asked the department con-
cerned to give the Committee a written statement in advance ¢

Mr. A. Rangaswamy Iyengar.—I1 think they will all bring a state-
rient and read it.

Paragraph 18 of the Resolution.

31. Mr. Brayne—The Finance Department propose to issue general
rules after the new rules for the Posts and Telegraphs have been in foree
for some time.

Paragraph 19 of the Resolution.

32, Mr. Brayne.—A despatch was submitted to the Secretary of State
in Mareh or April last, and we have not yet heard from him.

Paragraph 20 of the Resolution.

33. 8ir Frederic Gauntlett.—We have-attempted this year to reduce
the volume of the Report of the Central Revenues, and although the sta-
tistics are necessarily larger the letter press is very much smaller. .

Chairman.—We will now take the statement showing the action taken
or proposed to be taken on the points which have been noticed by the
Public Accounts Committee in their Report on the accounts of 1924-25.
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APPENDIX I1.
Item 1 (b).

34. Sir Frederic Gauntlett.—The point is when the Secretary of State
sanctions the eclassification rules, very large powers will be left to the
authorities in India to frame rules relating to services under their control.
It is entirely a question of fact, 7.e. when powers are given to the authori-

ties in the provinces they can determine whether they can increase or
decrease the leave.

Item 1 (¢).

35. Sir Frederic Gauntlett.—I am afraid that I am partly responsible
for this, because as a great deal of information had to be obtained, the
Auditor General undertook to bring together a complete statement of the
position with regard to this inventory. I think the Government of India
will agree that -it is not really the duty of the Auditor General to under-
take an inquiry like that. The result is that I have an enormous mass of
parers which I could not look into. It is a very big question really. The
question will really arise then as to the extent to which we can take our
inventory, to keep stock of all the chairs, pens and paper throughout India,

but it is really a difficult task. But if the Committee thinks that I should
take it up, then I shall try to do it.

Item 1 (f).

36. Sir Frederic Gauntlett.—This came up beforf)he ad hoc Army
‘Committee, and the Quarter Master General was asked to expedite matters
as much as he could. His intervention had to be obtained, because we
wanted our new Pay and Accounts Officer in Peshawar to be housed in
the building occupied by the Military Accounts Department. They also
have a scheme for the amalgamation of offices and want to move their office
from Peshawar to Rawalpindi. When they get to Rawalpindi they will
have to be housed in the buildings which now belong to the Military
Accounts Department. That will necessitate the turning out of the Divi-
sional office at Rawalpindi, so that a new building will have to be built
for the Divisional office. This has been accepted in principle. It is only
a question of getting office accommodation, and the simplest and guickest
method is for a small new office to be built at Rawalpindi. The question *
was hanging fire begause of discussions between the Army Department and

the rest of the Government of India whether a really big office should be
built and who should bear the expenditure and so on.

Sa

Item 1 (h).

37. Mr. Brayne.——We have considered the question in connection with
the procedure in England and it has been referred to the Auditor General.

Chairman.—I think it was at my suggestion that this Resolution was
suggested, and it was decided to follow the procedure adopted iz England
if we could adopt it here.

Sir Frederic Gauntlett.—Those figures are exhibited separately in the
Apgpropriation Accounts in England.
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Item 1 gj).

38. Sir Frederic Gauntlett.—The officer on-special duty has submitted
his Report to the Central Board of Revenue and they are considering the

matter.
Item 1 (k).

39. Mr. Brayne.—Orders sanctioning a fixed percentage of départ~
mental charges have been issued in regard to Madras and United Provinces.
As regards the other provinces, the question is still under consideration.

Ssr Fredersc Gauntlett.—There are two questions involved here. There
is first the question where you use other provinces as agents. There is
also the question in respect of work that is done directly by the Government
of India. Some of the provinces have dealt with that difficulty by bringinyg
all the estimates for establishment charges within one grant instead
of the pro rata distribution. The accounts show the expenditure for
works and the expenditure on establishments separately. Of course, in
our own departmental accounts we distribute the departmental charges but,
so far as the appropriation accounts are concerned, the establishment
charges instead of being distributed pro rata under the corresponding
charge head in half a dozen different heads and different grants, are kept
within one grant so that you are able on the face of the record to compare
the total expenditure on establishment with the total appropriation for
establishment.

Mr. Rangaswams Iyengar—But would it not make the account in
respect of the particular work seem in the nature of a pro forma account
because you put «y a sort of percentage.

Sir P. Gauntlett—No. 1 am not referring now to our departmental
accounts maintained for new works. I am talking about the exhibition of
the expenditure in the appropriation accounts. In these accounts, the
establishment and works expenditure has always been recorded separately.

Item 2.

40. Mr. Rangaswaomi Iyenger.—May we know why it is said that the
qusstion will be taken up for consideration in eonnection with the next
Statutory Commission.

. Myr. Brayne —Several cases have recently arisen between the Auditor
General and the Secretary of State where his action has necessitated the
revision in minor details of the statute and he has referred them all baek
and said *‘ 1 should prefer to keep these over for the statutory eommission’’.

Mr. Rangaswams Iyengar —I cannot quite follow that. What I want
to know is why there is this anomaly in the position. Does this refer to
the status of the Auditor General or is it in reference to the accounts !

8ir F. Gauntlett.—I would refer you to Appendix XII of last year's
report. It is set there in some detail.and the last Public Accounts
Committee, 1 think, accepted generally the views that were there ex-
pressed. The Governmént of India is considering it and says it will
necessitate alteration of the statute, which I myself pointed out, and that
in view of the attitude which the Secretary of State has consistently taken
of late it was decided to keep it over for the Statutory Commission.
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Item 3.

41. Mr. N. M. Joshi—When are these war claims going to be setfled ?

Chairmon.—I said last year that a settlement would be reached shortly,
and I don’t think I have anything to add to that.

Mr. N. M. Joshi.—Is there any estimate ?

Mr. Rangaswams Iyengar—The Home Auditor has something in his
audit report.

Mr. N. M. Joshi.—Is there any estimate of how much we stand to gain
out of the settlement ?

Chasrman.—Did we ever expect to gain anything ¢ Therfe is a claim of
40 millions against us.

Mr. Brayne.—The total claim was about 68 millions.

Mr. Rangaswami Iyengar.—It would appear that that would require
action by Parliament.

Chairman.—In any case action is required by Parliament. Certain
expenditure was incurred in Persia, etc., expenditure which the Indian
Government of the time expressed its willingness to aceept. It is an
expenditure which requires a resolution in Parliament to make it a proper
charge on Indian revenues. That Resolution has never hitherto been put
before Parliament. It is impossible to determine what is the amount of
expenditure in question because it has been in dispute. It is expected that
a settlement will be reached shortly.

N

'rﬁ:’
Item 7.

42. Mr. Brayne.—The new rate is 2} per cent.—2% altogether including
insurance.

Mr. Joshi—Do you take into consideration the cost of the department
to the Government ! Do you make any calculations at this rate ¢ How do
you find out whether the department is a paying department ?

Chairman—We went into that last year and we recommended that £
per cent. was not sufficient to cover the charges.

Mr. Joshi.—My point is that the real remedy is not to increase the rate
but to provide them with more work.

Sir F. Gauntlett —This is the Store Department of the India Office.

43. Mr. Rangaswams Iyengar —I should like to know whether you put
down the rate of 2 per cent. on an estimate of the probable cost of the
service done or do you base it on the actual cost ?

Mr. Brayne—It is based on the actual cost.

Mr. Rangaswams Iye‘nga.;'.—ls it based on the percentage charged by
professionals in England for similar services ?

Mr. Brayne—1I think it is based on the actual cost of the High Com-
missioner’s establishment and of course the rent of the office, stores, ete.
s.c., the whole cost of the establishment.

H164Fin
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44. Sir F. Gauntlett.—It got so serious that at one stage I had to
threaten that I should have to withdraw my pre-audit because there was
such a rush of work at the end of the year that I simply could not tackle
it with any honesty.

Item 19.

45. Sir F. Gaunileit.—This is a general comment which arose out of the

action of the administrative authority of the Posts and Telegravhs depart-
ment. .

Chasrman.—]1 think that the summary of the Government of India’s
views there is accepted by the Posts and Telegraphs Department.

46. Mr. Brayne.—There is one item and that was the question of
divergence of views between the Auditor General and the Government of
India. It was recommended that prima facie there were arguments for
additional facilities of communication with the Secretary of State direct
and that it would appear that the matter was one which should be
sympathetically examined by the Government of India. The Government
of India have examined the question. There is nothing to show that the
orders relating to his general independence were intended to give him
direct access to the Secretary of State ; if you look at the Auditor General’s
rule you will find that when for example he sends his accounts to the
Secretary of State or when he sends his reports to the Secretary of State,
they are sent through the Government of India, the Auditor General having
full power to comment in such way as he chooses on any point of detail or
upon any general question which arises.

A similar question arose some time back when the Government of
india recommended to the Secretary of State that to avoid delay copies
of despatches from the Secretary of State to the Government of India should
be sent direct by the India Office to the Auditor General. But the Sec-
retary of State would not agree to any communication going direct to any
authority in India other than the Government of India. And of course
there is the general question of the difficulties which the Government of
India felt would arise if there was an authority in India who was able to
comment on the action taken by the Government directly to that Govern-
ment’s superior. The Government of India felt indeed that the Auditor
General has already ample powers of comment in his annual report and
if the Government of India or a Local Government fail to carry out a
thing in the way the Auditor General thinks it should be carried out, the

Auditor General could either comment on it in his report or bring it before
the Public Accounts Committee.

47. Mr. Ravgoewami Iyengar~The Auditor General in this country is
unfortunately for the present appointed by the Secretary of State in
Conncil and he is certainly technically subject to the administrative control
of the Secretgry of State. He is not like the Auditor General in England
for onee he is appointed he is put in a position of independence of the
exeeutive government. He is not removable except by a vote of Parlia-
ment. Then, Sir, the whole question is whether the Auditor General in
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this country is merely in the position of the head of a department in this
country and should go through the ordinary routine of sending every-
thing through the Government of India and receiving everything through
the Government of India. If the object is to secure the independence and
the efficiency of the functions which are his charge, I do think that he
should have access to the Secretary of State who after all stands to some
extent in the position of his direct superior and, however much the Govern-
ment of India may want to know exactly what action the Auditor
General has taken so that they may be in a position to state their case to
the Secretary of State, I do not see why it should be made obligatory to the
Auditor General to go through the Government of India or why the Sec-
retary of State should consider it necessary to send everything through the
Governor General. That is the point.

Chatrman.—1I think if you will compare the position in England it is
parallel. The Auditor General’s access to Parliament is through His
Majesty’s Government, through the Treasury. If you substitute the See-
retary of State for Parhament here and the Government of India for the
Treasury, the Auditor General’s access to the Seeretary of State and to the
Acsembly is through the Government of India. The Government of India
cannot withhold his report from either the Secretary of State or from the
Assembly any more than the Government at home can withhold a report
from the House of Commons. But I think the analogy is fairly close.

48. Mr. Ramgaswami Iyengar —No, Sir. I will put it in this way.
Suppose it is a case in which the Auditor General differs from the Govern-
ment of India and the matter has to go before the Sscretary of State or
to the Assembly. Is it absolutely essential that he should place his case
first of all before the Government of India and let them have their say
before it goes to the Secretary of State ?

Chairman.—That is exactly the position in England. His Majesty’s
Government have their opportunity to say their say before it goes to
Parliament.

49. Mr. Rangaswami Iyengar.—But the real difficulty here is that the
legislature has to look to the Auditor General for independent audit,
independent criticism of the Government accounts and if, as matter of fact,
he is to be considered as part of the machinery of the executive government,
his independence is to some extent affected. .

Chairman.—I don’t think the Auditor General would say that his
independence or the independence of his audit is in any way restricted by
the fact that he has to go through the Government of India to the Secretary
of State.

Sir F. Gauntlett.—May I quote one concrete case, Sir, as you raise this
point. I was just this morning looking at a case in which the Government
of India sought to interpret ene of the fundamental rules which reserves
to the Secretary of State the right of passing specific orders. I said that
the case came under that rule and that therefore the orders of the Secre-
tary of State were necessary. The Governor General in Couneil is given
the right of interpreting the fundamental rules. In the exercise of that
right it stated that this case did not fall under Fundamental Rule 51 and
that therefore the sanction of the Secretary of State was not necessary.
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I then said that this case obviously pointed to a defect in the wording of the
fundamental rules because one has to assume that the Governor General in
Ccuncil is not supposed to be the final authority in determining whether
its own sanction or the sanction of the Secretary of State is necessary.
The Governor General in Council has refused to pass that
comment of mine on to the Secretary of State. It has gone through
because it is in my letter to the Secretary of State but it is only one of a
hundred paragraphs. That is my whole point. It is true that through
the medium of this report I can get access to the Secretary of State but
that is inadequate unless the Secretary of State takes adequate action on

every paragraph of my report.

Chairman.—I don’t think that is any evidence that the independence
of the Auditor General is affected by the present position.

Mr. N. M. Joshi —Not as regards audit but the case mentioned by him
shows that he has not got sufficient access to the Secretary of State.

Chasrman.—It merely shows that there are two fundamental rules, one
of which disagrees with another.

Sir F. Gauntlett —But when I suggested that this should be pointed
out to the Secretary of State the Government of India refused to do it.

49. Mr. Rangaswams Iyengar.—The point I was driving at is this.
The audit authority in this country, as he is responsible to the Secretary
of State in Council, should have the fullest facility for going to him upon
every matter. You may say that the Government of ‘India is a sort of Post
Office for him. I have no quarrel with that but he must in each case have
the opportunity of going to him upon every point.

Chairman.—He i8 in the position of doing that through his annual
report. That is the same position as the Auditor General at home.

50. Mr. B. Iyengar—Is it open to you to withhold a communication

from him or to refuse to send up a case to the Secretary of State if he
wants to ?

Mr. Brayne—In the rules it is laid down that on any question in
dispute the Auditor General ean ask the Government of India to obtain the
orders of the Secretary of State. If they don’t, then he can bring it for-
ward before the Public Accounts Committee.

8ir F. Gauntlett—That is exactly the action I have taken but the

fact remains that it has been brought to the notice of Secretary of State
and he has made no comment on it.

Chairman—I think the Secretary of State would say very definitely
that he did not want to have things going through direct to him.

51. Mr. Rangaswami Iyengar.—Then I think, Sir, it becomes the duty
of this committee to say that the Auditor General should have this power
and let the Secretary of State state what he wants on that.

My NM . Joshi.—Let us say the Auditor General had no case before
but now there is a concrete case of the Government of India refusing.

. Chairman.—The case came up last Yyear, a concrete case of the Gov-
:;f'ntllxlaent of India refnsing to go to the Becretary of State on a question
e general iriterpretation of section. 85 (3) of the Government of Indis
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Act. As a matter of fact, we have since then actually put the specific case,
not the general case, to the Secretary of State and he has ruled on it. We
put the facts before him and he entirely agreed that it was hot a case
where a general ruling could be given.

Sir F. Gauntlett—I did ask in the alternative that the Secretars;
of State should be asked to give reasons in the concrete case that went to
him.

Chairman—He has given his reasons which he said would not be of
much use to the Auditor General.

52. 8tr F. Gauntlett—Might I put the alternative to the case of
direct access, and that is, if there is a request for a communication to the
Secretary of State by the Government and it is accepted that theré should
be a communication, it should be sent with reasonable promptitude and
not 5 or 6 years afterwards ?

Chairman.—The whole point there was we declined to put the general
case and it was, I think the Auditor General’s insistence on the general
question that was partially responsible for the delay. I admitted last
year that there had been very unreasonable delay over that question, but
it was mainly owing to a fundamental difference of opinion whether the
general case or the specific case should be put to the Secretary of State.

Sir F. Gauntlett.—That accounted for six months out of the five years
in that case, and in the other case the delay was six years.

Chairman.—No one would dispute that there ought to be reasonable
promptitude in the matter. -

53. Mr. Rangaswams Iyengar—Might 1 put the position thus: would
it not be proper for the Government of India itself to agree that in all
important cases where the Auditor General considers it a fit case to be sent
to the Secretary of State the Governor General would himself generally
adopt the policy of forwarding it instead of holding that he would send
only such cases as in his opinion were fit to be sent to the Seecretary of

State ?

Chairman.—I do not think the Governor General could very well enter
into a convention that without question he would always......

Mr. Rangaswamy Iyengar—Not without question " but . generally

Chasrman.—Generally speaking, he does. The point is, generally
speaking and without question. :

54. Sir F. Gauntlett.—In the concrete case that I quoted, the Govern-
ment of India set itself out to be its own authority to determine whether a
reference should go to the Secretary of State.

Chasrman.—Which he wyas entitled to do under the Fundamental Rule
That was a case in which you eventually pointed out that under another
Fundamental rule this involved an anomaly.

8ir F. Gauntlett.—Then I suggested that the fundamental principle
must be that the Government of India ought not to be the final authority
to determine whether it must go to the Secretary of State.



22 ¢

Chasrman.—I think it certainly should—the Fundamental Rule says
80.

Sir F. Gauntlett.—My point is where a Fundamental Rule specifically
refers........

Chasrman —All vou are doing is that you are interpreting a Funda-
mental Rule. You found that there were two—one which said that the
final determination of any question arising under these Rules is for the
Governor General, and the other one was that the Secretary of State’s
sanction was required in certain events.

Ssr F. Gauntlett.—Quite.

Chairman.—You pointed out that that led to an anomaly. I see no
reason why the Governor General should not be the final determining
authority whether or not on a question the sanction of the Secretary of
State is required. All that you are concerned with there is to see that
the Fundamental Rules were cbeyed.

Ssr F. Gauntlett.—The real point put by me was that this particular
case pointed out what in my opinion was a defeet in the Fundamental
Rule whereby the Government of India in this particular case became the
final authority to determine whether a reference should be made to the
Secretary of State or not. In all other cases, under the Audit Resolutions
the Auditor General is the final authority.

Chatrman.—I1 see no reason why the Auditor General should always
be the final authority.

’ Sir F. Gauntlett —My point is that the Fundamental Rule should be
* altered in reeognition of the fundamental position that no subordinate
authority ought to be the final judge in determining whether it should
obtain the sanction of a superior authority or not. To my mind this is a
very important principle involved in it.

_ Chairman.—That is a special case and I am not quite sure that I can
~ite agree. The point that arises there is not a question of the independ-
ence of the Auditor General. It is really his powers vis a vis the Governor
Genelfal, and his power clearly does not extend beyond determining the
meaning of rules.

Sir.F. Gam:t{ett.——l think there is rather more than that. What was
stated just now is, I submit, a fundamental principle of audit
which has been accepted with regard to the formulation of all other rules
-Which determine when the sanction of the Secretary of State is necessary.
My point is that this fundamental principle was overlooked when Funda-
mental Rule 8 was formulated, because it overlooked that particular aspect
of the case. My suggestion was that in pursuance of the fundamental
prrciple which T have enunciated, which I think to be correct, the Secre-
tary of State ought to have been asked as to whether it was not desirable
to amend Fundamental Rule 8. which when considered in relation to
eertain other Fundamental Rules seemed to violate this fundamental

principle of audit. The Government of India refused to make that
reference.

Chairman.—The Government of India in the exercise of their perfect
ge:; ‘mg: chose};tgegaecide it in ‘tl‘l ﬁrtain way. But that does not settllz
) finall use you still have th i
%o bring the question before the Becretary eo? ogti!t.efn your annual report

\
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Sir F. Gauntlett.—My difficulty is that if the Secretary of State will

not pay attention to particular paragraphs of 1
o paragraphs of my report I am absolutely

_55. Mr. Rangaswami Iyengar —The whole point is, is he or is he not
ent::led :.o obtain the orders or directions of the Secretary of State on vital
matters

8ir F. Gauntlett.—It is perfectly true that the answer is that I am
and do so in the annual letter that I send to the Secretary of State.

56. Mr. Rangaswams Iyengar.—I think that the Public Accounts Com-
mittee should say that it is not sufficient to enable the Auditor General
to discharge his funetions properly in this respect that he should catalogue
these in the annual report and they should form part of a bulky document,
but that where he considers the matter of special importance he must have
the right to refer it direct and obtain specific orders on the specific case.

Chairman.—I am perfectly prepared to agree with what you stated just
now, that as a general rule the Governor General should with reasonable
promptitude forward to the Secretary of State or obtain the Secretary of
State’s decision on a matter where he was advised in the view of the
Auditor General that the Secretary of State’s decision was required. But,
of course, that takes us no further. It is the occasional exceptions that
make him bring this case at all.

Sir F. Gauntlett.—Quite.

57. Mr. Rangaswami Iyengar—That is all that we ean deal with as a
Committee. But the point that arises so far as we are conterned is what
are the grounds on which the Governor General would consider that a
matter should not go before the Secretary of State.

Chairman.—It was a. general case where the Governor General was
asked by the Auditor General for a general interpretation of a particular
section. The Governor General consulted their law officers who expressed
the view that a general interpretation was not possible but that it must be
interpreted in the light of each case as it arose. The Governor General
therefore declined to put the general question.

Sir F. Gauntlett.—Might I add that I did ask in the alternative that
the Secretary of State might be addressed for the reasons which led him
to take the particular decision and that also was refused. .

Chairman.—I do not think that it is correct to say that that was
refused. The fact is that it got lost in the general question. We did
insist on declining to put the general question.

Sir F. Gauntlett —And you have refrairied from nutting the particular
question.

Chairman at this stage read out extracts from the letter to the Secretary
of State.

Sir F. Gauntlett—This is another case with reference to which. you
did fulfil your promise that when another case arose you would put this
question and ask for reasons. But in the discussion on the old case I did

ask either to get a general interpretation or at least to get the specific
reasons which had led the Secretary cf State to take a particular view

In the previous case
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Chairman.—We seem to have asked your question by implication if not
actually and we got our reply.

58. Sir F. Gauntlett—I think that despatch raises one more point,
and that is that when a Local Government has to go to the Government of
India with reference to a question raised by an audit authority it is a
definite rule with the Government of India that it shall obtain from the
Local Government exactly what the audit officer has said. The Government
of India has always consistently refused to follow the same rule when it
refers to the Secretary of State. It always insists on its right to para-
phrase what the audit officer has said.

Mr. N. M. Joshi—I think the Public Accounts Committee could
certainly express an opinion that it detracts from the independence of the
Auditor General that he has not got direct access.

Chasrman.—I do not think it does ; I disagree and I do not think the
Auditor General maintains that.

Mr. Joshi.—He may not maintain that his independence as regards
audit is curtailed in any way or is influenced in any way, but his position
as regards the Government of India on certain matters is affected.

Chasrman.—There, again, you raise a slightly different question—what
you desire the position of the Auditor General as regards the Governor
General should be. Obviously he must be in some relation to him. He is
not an smperium in smperio.. ...

59. Mr. Joshi—May I ask for information if there is any difference
between the independence of the Auditor General in England and the
Auditor General here.

Chasrman.—I cannot say there is any. It seems to me that the Auditor
General here is in the same position as the Auditor General at home. He
has to go through the Government to get to the House of Commons. The
difference here is that the Auditor General is reporting to two authorities—
one is the Assembly and the other is the Secretary of State. So far as his
relation to the Assembly is concerned, it is a matter that really interests
this Committee and I am not elear that there is any complaint on that score
at all. That being so, I am not quite sure myself that it is desirable that
we should discuss the question of the relationship between the Auditor
_General, the Governor General and the Secretary of State, which does not
" in any way affect our view of the independence of the audit of the Auditor
General so far as the Assembly is concerned. We have got to be a little
careful that we do not get beyond our province in this matter.

. My Joslu’.—l. was thmkxpg in view of the fact that the constitution
18 going to be revised thag this Committee should make a recommendation
that the Auditor General in India should be made completely independent.

Mr. Rongaswami Iyanger.—So far as this Committee is concerned, it
not only deals with the accounts of expenditure that are voted but also
accounts which are non-voted, and we are certainly entitled to offer our
observations for what they are worth and there is nothing that can
prevent us from offering observations or suggestions or criticisms. I am
not particularly anxious to raise the issue as to whether the Government

of India is entitled as a matter of i jeati
by the Auditor General. fact to withhold communications sent
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Chairman.—I do not know whether it will meet the Committee if we
could get out of the difficulty somewhat on these lines. I think Mr. Brayne
mlght put in a memorandum on this point saying that we note the conclusion
arrived by the Governor General, that the opinion of the Committee is
divided, that some of us are not entirely satisfied that the question of the
relationship between the Secretary of State, the Government of India and
the Auditor General is not directly concerned with the independence of
audit and we confine ourselves to the expression of the view that generally
speaking we think it desirable that the Governor General should with
reasonable promptitude forward cases to the Secretary of State. That is
the sort of solution that I would suggest.

M r..Rangaswami' Iyengar—That could be done, but if in a particular
case 1t 18 not done properly, then these exceptions will naturally come
under examination. It would not solve the immediate case.

Chairman —I do not think it solves it. No doubt, it raises an interest-
ing controversy but it has very little to do with us. It has a bearing on
our position, but we will come back to the subject when Mr. Brayne puts
in a memorandum. We will simply adjourn the discussion now.

Sir F. Gauntlett.—Would it not be feasible to place the discussion
})efore the Secretary of State to show in what matters difficulties have been
ound.

Mr. Chairman—Mr. Joshi suggested that we should commend the
subject to the special officer considering material for the Statutory Com-
roission. We may say we note that the relations between the Auditor
General and the Home Auditor are being taken up and in this connection
we suggest that the question has been raised, which we do not pursue, of the
relations of the Auditor General, the Secretary of State and the Governor
General and that it should be considered.

Mr. Brayne—It is one of the questions at present under considera-
tion.

Sir F. Gauntlett.—I have already sent the point to the special officer.
There is one other point which has to be brought out. If one waits until
the annual letter goes out—it is sent out 15 months after the accounts
to which they relate—and if a specific point of audit importance arises
which cannot be brought to the Secretary of State’s notice except through
this, the efficiency of audit does suffer. You have a question left-undecided
for 15 or 16 months—that is nothing, of course, compared with the lifetime
of a Government.

Chairman.—The best thing is to get the whole thing down on paper and
resume discussion later.

The Committee then took up the consolidated letter of the Auditor
General forwarding the Audit and Appropriation Reports on Central
Revenues.

Paragraph 3 (;:) of the Audstor General’s letter.

60. Mr. Brayne.—This question was considered by the Financial re-
presentatives at the conference.

My, Joshi--In the provincial Councils they not only sanction and limit
a grant as we do in the Assembly, but they sanction a grant according to
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certain heads ; they try to reduce in detail in a head. If you give the
power of reappropriation to the High Commissioner, it really means that
Yyou take away the power of the Legislature.

Mr. A. Rangaswams Iyengar.—When such a reappropriation has taken
place, it must come up before the provincial Legislative Council either by
means of 3 supplementary or an excess grant.

Mr. Joshi—I1 think you are curtailing the power of the Legislature
itself.

Myr. Brayne.—I shall read from certain correspondence on the whole
question. Certain tentative rules have been framed by the Finance De-
partment. In the case of central expenditure the Secretary of State and the
High Commissioner may in the case of voted expenditure incurred by them
sanction reappropriations between allotments voted for that expenditure
subject to the following conditions : (1) no reappropriation may be made
from one grant voted by the Legislative Assembly to any other such grant,
and (2) if money is allotted for non-voted items, that money may not be re-
appropriated to voted items and vice versa. (3) without the previous
approval of the Finance Department of the Government of India no re-
appropriation may be made (a) to mee* expenditure of a kind for which
no provision has been included in the Budget or (b) increase expenditure
on ap item provision for which has subsequently been reduced by the
Legislative Assembly or (¢) which involves new recurring liability, and so
forth. There are similar rules with regard to the Provincial Govern-
ments.

61. Mr. Rangaswami 1yengar.—The whole point is, where expenditure
is sought to be incurred on a new service, whether we can effectively deal

with it only by reappropriation without bringing it to the notice of the
Legislative Assembly.

8ir Prederic Gauntlett —This is always subject to the rule of business
which says that no expenditure may be incurred on a new measure not
eontemplated in the Budget without the sanction of the Legislative
Assembly. All these rules will be subject to that.

62. Mr. Rangaswami Iyengar—We were sometime ago dealing with
the question as to what is a new service, and we were discussing the point
of a proper definition of ¢ a new serviee ’.

Mr. Brayne—We have asked for that from the Secretary of State.

Mr. Rangaswami Iyengar.—1I think this despatch ought also to include
* expenditure on a new service ’.

3. M~ Joshi—My point is quite different. It is that in the local
Leglslatu.re they do not vote a lump sum for a grant. Now if you give power
to the High Commissioner in the case of expenditure on behalf of Loeal

Governments to make reappropriations from one major head to another,
that may go against the wishes of the Legislature.

Mr. Brayne—In the case of provincial expenditure it will be seen
that no reappropriation may be made to meet expenditure of a kind fer
which no provision has been made or which will have the effect of increasing
the expenditure on an item the provision for which has been reduced by the
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Legislative Council or which involves new recurring outlay. The same
rule is put down for provincial Governments.

. Chairman.—The answer is that a despatch is on the way home. We
will now turn to paragraph (d).

64. 8ir F. Gauntlett.—This is really a specific case, it is a sixth year
casc.

Chasrman.—We have got the Secretary of State’s reply.

Paragraph 3 (d) of the Auditor General’s letter.

65. Mr. Rangaswami Iyengar—May we know what the Secretary of
State’s final decision is about electric installation.

Chawrman.—The Government of India have power to fix a charge on
the Head of a Province for electric installation. The point raised by the
Anditor General was whether it might be regarded as a profit or émolu-
ment, and the Secretary of State says that the question was to be de-
cided in each case as a matter of fact. He says, ‘ in general, I am of
opinion that such matters should be regarded as falling within the ambit
of the ordinary financial rules ’.

7 Mr. Rangaswami Iyengar—Did the Government of India or the Seec-
‘retary of State take legal opinion upon the interpretation of the words ?

. Chairman.—We took legal opinion before we went to the Secretary
of State.

Sir F. Gauntlett.—I think one at least of the cases referred to the
Secretary of State was not under the ordinary financial rules. It had
its own special rules.

Chatsrman.—That case has got to be examined ; I was merely reading
what the Secretary of State’s reply was.

Mr. Rangaswams Iyengar.—If you are going to give Heads of Pro-_
vinces advantages which are measurable in money, they ought to bhe
construed as such.—so long as they are measurable in money.

Sir F. Gauntlett.—The position is that the decision of the Secretary
of State has to be taken as absolutely final because the Act gives him power
to eanction profits or advantages if he deems them to be profits.

Mr. Rangaswams Iyengar—I can differ from the Secretary of State ?

Paragraph 4 of the Auditor General’s letter.

66. Chasrman.—Rules have been drawn up and discussed in confer-
ence between the various Departments ; I think at the moment the Heme
Department are awaiting replies to some inquiries.

Sir F. Gauntlett.—This again, Sir, is a point where there ought to be
reasonable promptitude, where a demand is made to fulfil audit require-
ments. The technical position is that I am entitled to apply a complete
audit to all this expenditure, until the Secretary of State imposes restrie-
tions upon me. No such restrictions have yet been imposed.

Chasrman.—1I gather that the Home Départment are awaiting certain
information.



67. Mr. Rangaswams lyengar.—1 want to know whether accounts of
the expenditure on secret service are shown separately and where we can
find them out. We find no comment of the Auditor General on secret
service expenditure and his statement that he is satisfied by the certi-
ficate of the officer who was in charge of the expenditure. I think the
Auditor General in that repert of his in regard to the improvement of the
accounts of the Government of India made some remarks in this connec-
tion.

Sir F. Gauntlett.—Yes, and this is what has initiated this.

Mr. Rangaswams Iyengar.—And 1 believe the Public Accounts Com-
mittee endorsed it and the Government of India accepted it, and I want
to know what has happened to this.

Chairman —These points requiring settlenlent are still under discus-
sion, the position at the moment being that the Home Department have
asked for certain information from the India Office but have not yet re-
ceived that.

Q.—Do we know what is the total secret service expenditure !

Sir F. Gauntlett—The answer is that the expenditure is not recorded
separately in the appropriation accounts.

Mr. Kaula—That is eorrect except in one or two small cases.

My. Rangaswams lyengar.—But generally there is no such paragraph
about secret service expenditure or your being satisfied by the certificate.

Sir F. Gauntlett.—] quite agree there ought to be, I think al! this
bhas Leen initiated. Onmly it works slowly.

The Committee then adjourned till 11 A.M. on Saturday, 6th August
1927.
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Evidence taken at the second meeting of the Public Accounts Committee-
held on 8aturday, the 6th August 1927, at 11 a.m.

PRESENT :

(1) The Hon’ble Sir Basil Blackett, K.C.B., K.C.S.1., Chairman.
(2) Mr. H. G. Cocke. )
(3) Maulvi Abdul Matin Chaudhury.
(4) Mr. B. Das.

(5) Mr. A. Rangaswami Iyengar. > Members.
(6) Maulvi Sayid Murtuza Sahib Bahadur.
(7) Mr. N. M. Joshi.

(8) Mr. G. Sarvotham Rao.

(9) Sir Frederic Gauntlett, Auditor General.

(10) Mr. A. C. Badenoch, Accountant General,
Posts and Telegraphs.

(11) Mr. T. Ryan, C.LE., Financial Adviser, > Were also present.
Posts and Telegraphs.

(12) Mr. M. R. Coburn, Director of Establish-
ment, Posts and Telegraphs. J

) .
»

Mr. H. A. Sams, Director General, Posts and Telegraphs, Wsiness.

68. Chairman.—Before we go to the Appropriation Report proper, we
might usefully take up the points that arise on the Resolution of the 5th
May affecting the Posts and Telegraphs Department. The first is para-
graph 9 with reference to the introduction of commercialised
accounts ; there are three points that arise on this paragraph, viz., the ques-
tion of the radio system, the question of credits due to the department for
railway telegraphs and credit due to the telegraph and telephone portions
of the account. Have you anything to say, Mr. Sams, on these ?

My. Sams.—There is one other point, namely, adjustments with Gov-.
ernment Departments generally. We have taken up the question of what
the Foreign and Political Department owe us and that is now under dis-
cussion with that Department. We do a certain amount of work for them
in the Frontier and trans-Frontier. As regards the radio, a scheme for the
separation of the accounts of the radio telegraphs proper is under
the consideration of the Finance Department. The question of the credits
due for railway telegraphs is under the consideration of the Financial
Adviser. About inter-departmental adjustments, certain adjustments were
made in the last budget and recently orders have been issued giving effect
to those adjustments. That is how matters stand with reference to these
questions.

. 69. Mr. Rangaswams Iyengar.—May 1 know what the net result of
these adjustments is ?
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Mr. Sams—It has reduced the surplus profits of the post office con:-
siderably and decreased the loss on the telegraphs and telephones.

70. Chairman.—The answer about radio, telegraphs and so on is that
tbe matter is under consideration ; we are therefore not in a position to
come to a conclusion.

Mr. Ryan.—About radios, the scheme has actually been sent up and has
just reached the Finance Department ; it has been approved by the
Accountant General and by the Department of Industries and Labour. I
have no doubt separation will be completed.

71. Chasrman.—Perhaps we can leave that for next year. Then as
regards the question of railway.....

Mr. Ryan—That is a very complicated question which I am going
into which involves a number of counter-claims. We have already had some
discussion with railways on the subject, and we are pursuing the matter.

Chairman.—Is the delay due to obstructive tactics of any sort on the
part of railways !

Mr. Ryan.—It is entirely due to the fact that the Financial Adviser
has more work than he can do.

Mr. Rangaswami Iyengar—Do you think you would require some help
in this matter in order to expedite it ?

Mr. Ryan.—No. The thing is now practically within sight. The case
will be dealt with, as far as I am concerned, within some weeks.

72. Mr. Rangaswams Iyengar.—There are two items mentioned in the
Home accounts in regard to postal and telegraph revenue account, but
as it relates to charges leviable in respect of work done for the Foreign
and Political Department, I do not know if you will be able to enlighten
us. On one item, Eastern mail service, a sum of £5,500 is charged every
year and there is another item, £1,342 due to the Indo-European Telegraph
Department, which has not yet been recovered. It seems, though they
thought that the Foreign Office would recover the money from the Turkish
Government, that the money is now going to be recovered from the Indo-
Furopean Telegraph Department.

Mr. Byan—I1 am afraid I could not give any information off-hand.
There are some political claims involved in connection with Indo-European
Telegraphs, which have to be fought out through the Foreign Department.
If the Committee wish it, I can give a supplementary note.

Chairman—1 fancy we shall have to ask the Foreign and Political
Department.

“3. Mr. Rangaswemi Iyengar.—QGenerally speaking 1 would ask that
we snould get much more information about the working of the Indo-
European Telegraph Department than we have.

Chairman.—1 suggest that we take that ap when we come to Indo-
Furopean Telegraph Department. We have not got as much information

as we would like, but we have a desl V
e o great more than we had two or three

-
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Paragraph. 18 of the Resolution.

74. Mr. S8ams.—The rules were drafted and are now under the comn-
sideration of the Finance Department. The main principle is that an
officer should get his railway or steamer fare and should get an adequate
daily allowance whether he is travelling or whether he is halting ; that is

to say, we give up the system of three-fifths fare in favour of the daily
allowance.

Mr. Joshi—Your Department has got separate rules for travelling
allowance ?

Mr. Sams.—These rules are going to be tried in this Department as
an experiment and if it is successful, other Departments will consider

the advisability of adopting them. They have been drawn up in consul-
tation with the Finance Department.

75. Mr. Rangaswami Iyengar—Am 1 to take it that the result of your

revision of the travelling allowance rules would be to increase the total
amount of travelling allowances ?

My. Sams—It probably will, but we shall get better value for our
money, more halting, better work, better supervision.

76. Mr. Rangaswams Iyengar.—Is the old system of passes on railways
still continuing in the postal department ?

Mr. Sams.—Only in the case of the Engineering Department and the
sorters of the railway mail service. People who do not work in the van,

e.g., Superintendent of the Railway Mail Service and Inspectors, do not
get passes.

Mr. Rangaswami Iyengar —You have generally discontinued the system
of passes ?

Mr. Sams.—The Railway Board made us discontinue the system.

77. Mr. Cocke—~Reading the evidence of last year, I got the impres-
sion that a good deal of criticism was directed against officers of the Depart-
ment who travelled when they wanted to do so and were not very much

tied down by the period when they should travel. Has anything been done
to improve that ¢

Myr. Sams.—I do not think it is a true statememt ; I do not admit
it at all. They have a free hand. They have got a certain amount of
inuspection to do and if they do not do it they are taken to task, but the
allegation that they travel when they want or go to pleasant places and
not to other places is generally speaking incorrect.

Chatrman.—I would refer the Committee to page 38 of this year’s
Appropriation Report where it is said ‘‘ .. it may perhaps be surmised
that there was less of the deliberate avoidance of touring that was partially

admitted by the Director General.”” I do not think we need take i
further than that. ake 1t any

There are other points arising, not on the Resolution, but on the state-
ment of action taken on previous reports.

Appendiz I1, item 18.
78. Mr. Sam

. s.—The question has been very thoroughly gone into. W
do not think there is any justification for increasingg {hg security. I;
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356 cases out of 485 the present security covered the loss, that is to say,
in 75 per cent. In the remaining cases Government had a hold on the pay
and pension. In the last resort Government could dismiss an official who
misappropriated. Considering that the net loss was Rs. 1 lakh a year, as
against Rs. 300 crores of money handled, I think that shows that the
standard of honesty in the post office is extraordinarily high. What we
want is not to increase the security but to increase the supervision so as
to take temptation out of the way.

Chasrman.—The upshot of the discussion with the Government of India
is that it is undesirable to take any steps to increase the security either
generally or in particular cases, but that the existing security rules should
be left as they stand.

Myr. Sams.—What we have done is to extend the contract system of
running our treasuries by contractors and shroffs. We have done that in

21 of the biggest head offices and we hope to extend that system which
throws the responsibility on to contractors.

Mr. Badenoch.—I was going merely to give the exact figures for 1925-
26. My audit report is not circulated ; it is an executive report. There
were 504 cases in the year 1925-26 involving a sum of Rs. 1,39,610.

Mr. Joshs—The audit reports used to be circulated.

Chairman—For our own convenience we decided that the audit report,
a departmental document, was to be dealt with by the Department. It was
not 2 document we had to deal with. Important cases to which the Auditor
General desires to draw attention of the Public Accounts Committee are

included in the single Audit and Appropriation Report. That is the ar-
rangement we made.

79. Mr. Rangaswams Iyengar —I find that in many cases of embezzle-
ments you ask people not to make good the whole of it, but you impose
a kind of fine, by way of compensation. The total recoveries are very

short of the actual embezzlements. May I know what is the prineiple which
you adopt ?

Mr. S8ams.—We have never laid down any hard and fast rule. The
officer who decides the case has to take all the circumstances of the case
into account. There are various degrees of culpability and negligence.
The officer goes on common sense and tries to fix an amount which he

thinks is reasonable, considering the man’s pay, his service and circum-

. 80. Mr. Rangaswami Iyengar.—Don’t you think it would lead to
inequality of treatment in many cases !

Mr. Sams—That can be moderated on appeal.

81. Mr. Rangaswami Iyengar.—Therefore it is necessary to have some

sort of principle. Do you th ity of t
rich man bag toy go by ecapacxy:o he man to pay ! If a

Mr. Sams.—There are no rich men in the post office.

Mr. Badenoch—You may have small omission, negli ich i
. egligence which is
not grave, but it may involve a very la sum, You canno

percentage of the loss as a x,mnishxmenlt':Y e fix any
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Sir F. Gauntlett.—I presume there is difficulty about disciplinary
action. You have not only to take the actual facts of the particular case,
but the whole of the man’s past history.

Chairman.—His service as a whole. It is a matter on which there is
a great deal of case law and a set of general principles which we take
into account. I do not think you can easily reduce them to anything in the
nature of rules.

82. Mr. Rangaswami Iyengar.—May 1 take it then that in all these
cases of recoveries it is more in the nature of punmishment than any attempt
to recoup the amount ?

Mr. Ryan—No. It is done primarily with a view to recover the
amount lost. We have to take the special circumstances of each case.

Mr. Joshi—If it is a question of embezzlement, you are entitled to
recoup the money. But if the loss is caused by what you consider to be
negligence, I do not think you are entitled to recoup the loss. If we once
accept that prineciple, then certainly the supplementary grant which we
have to make at the end of the year will have to come all from the pockets
of the big officers.

Chasrman.—I do not think we can take it very much further than that.
Money lost is an important factor, but it cannot be the only factor. The
pature of the punishment depends on a great many other factors apart
from that.

Mr. Josht—My view is that the recovery of the loss should not be
emphasised at all. If a man is negligent, you have your remedies besides
making him pay. But to make him pay is a wrong principle.

Chatrman—We have been talking mainly of embezzlements. We
started this discussion on the question of security and security is against
embezzlement ; it is not against negligence.

Mr. Sams.—Against both, loss to the Department.

Mr. Rangaswams Iyengar.—I1 have come across cases in which there
has been inequality of treatment. In a case where a small sum should
have been recovered a very heavy sum was recouped and vice versa. It
it were a private man he would refuse and go to the court. You should
not recover sums because you are in a position of superiority, while in
point of law he may not be liable. I am only asking whether there are
any principles by which you are guided in these matters. .

Mr. Sams.—Any inequality like that can be, and is, adjusted on appeal.
If a man thinks that he has been unjustly treated or that the order is
harsh, he can, and always does, appeal. The order is very often moderated.
I fancy it is extremely difficult to lay down actual principles in writing.
the result of which, I think, would probably lead to more hardships than
the present system.

83. Mr. Rangaswami Iyemgar.—Do you take, for instance, legal advice
or opinion as to the extent of liability of the man involved ¢t

Mr. Badenoch.—Sometimes legal liability has no relation at all to
calpability.

84. Mr. B. Das.—Government have one system of recovery for all other
Departments such as the Railways, and another for the Postal Departmans.
H1 64Fin s
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'ases sometimes go up to the Secretary of State, but the Secretary of State
has no power to recover any money from the official concerned, while in
the postal department, the officers always recover money which has been

lost through negligence from the small postal staff. Government ought
t0 equalise treatment to all Departments.

Chairman —It is undesirable to attempt to have an absolutely rigid
general rule applying all round. After all in cases of this sort, the
efficiency of the Department, the rights of the public, the interests of the
tax-payer, considerations of equity and justice are to be considered, but the
actual method of applying those differ from case to case and from depart-
ment to department.

85. Mr. B. Das.—The point is that in the Postal Department very
strict rules are applied, whereas in other Departments no rules exist.

Chairman.—Does the Auditor General agree with that statement ?

Ssr F. Gauntlett.—No. This question of disciplinary action is one
which affects every Department of Government and there is generally a
consensus of disciplinary action. In my letter this year, I have pointed
out that in Bombay they are rather lenient with regard to Public Works
and Forests. That comment may apply to many places ; but the general
tendency is that there is an increasing strictness of disciplinary action
throughout India. I do not think I should at all say that there is more
diseiplinary action in the Posts and Telegraphs Department than in any

other Department. A number of cases arise because the number of indi-
vidual transactions is so enormous.

8C. Chasrman—I think we have discussed this subject far emough.

‘What conelusion, Mr. Rangaswami Iyengar, do you desire the Committee
to arrive at ?

Mr. Joshi.—If these recoveries are in the nature of a fine, then certain-
ly certain principles as defined in the English Acts can be defined here
also. If industrial undertakings are regulated by certain rules, then
eertainly Government servants’ fines can also be regulated by certain rules.

Mr. Rangaswami Iyengar—1 should be content if Mr. Sams will under-
take to examine and see whether any general rule can be applied.

Chairman.—1 understand really that the view of the Committee is
that they desire that the Government should examine more fully and place

before the next ?ublic Accounts Committee some more detailed statement
As to the recoveries.

My, 8ams—You mean the Government of India as a whole.

Chairman.—The Government of India as a whole. You cannot possibly
deal with the post offices only and exclude other Departments.

Paragraph 20 of the Resolution.

87. Mr. Sams—By the end of the i
) ' ; year ,we hope that the excess will
g:m;elymdzsappeqr. We have been restricting the recruitment now and
e traffic has slightly gone up, so that by the end of this year we hope

to wipe it out altogether. That is the anticipation.

88. Mr. Rangaswami I :
extension of thenégom ami g&sgar.-—c’an you tell us anything abont tho
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Mr. Sams.—That is gradually being done as opportunity offers. It is
not much good hurrying with it so’long as we have got a surplus.

89. Mr. Joshi—This delay in the reduction of the number of tele-
graphists was due to the agreements which were entered into by your
Department with certain schools. Is it not so ?

Mr. Sams.—We have about a half a dozen schools. It was at one time
thought that we could get a better class of recruits if we got them from
these schools and trained them during the course of their career. The
agreements are still in force. We can terminate them only by giving
a year’s notice. That question is still under consideration.

Mr. Joshi—So these agreements have prevented you from reducing
the number of the telegraphists ¢

Mr. Sams.—We had to get a certain number of them. I think the
number came to about 70 from these schools and that rather retarded the
wiping out of the surplus.

Mr. Rangaswami Iyengar.—Are you still having under consideration
the question of putting an end to this practice of terminating the agree-
ment by a year’s notice ?

Mr. Sams.—That is still under consideration. I may say that against
these 70 boys recruited from these schools we have wastage of about 180
so that obviously the surplus is gradually being wiped out.

90. Mr. B. Das.—Has any attempt been made to give postal clerks
more training in signalling so that you can have more combined post

cffices ?

My. Sams.—They have already had very adequate training in tele-
graphy and directly we decide to convert a post office into a combined office
we get the equipped staff. ‘

91. Chairman—Before we come to the Audit and Appropriation
Report, there are one or two Appendices which we might consider. In
Appendix V there is a question of large outstandings against post offices
for payment to contractors.

Mr. Badenoch.—This comes up normally in connection with the report
itself. It is only a further explanation of the report. But there is the
question of how the commercial departments against whose finances
stationery and printing is debited can check the debit rates.

92. Sir Frederic Gauntlett.—It was suggested in the course of the
discussion that the Accountant General was primarily responsible for
checking that the receipts that came into his department were correct. I
have pointed out in the memorandum that I have an officer working
directly under me who is solely concerned with the check of press accounts.
If the principle is accepted that each Accountant General is responsible
for seeing that the receipts and the debits are correct, it would mean that
each Accountant-General would have to send in to the stationery and
printing offices the individual clerks who can check the books. That will
have to be done at the end of the year. There would be very great con-
fusion. I have a staff always working in the press offices which is entirely
working under me, and it would be a very mueh simpler plan to impose
,upon me the duty of seeing that the debits and credits passed on from the
presses to the various Departments are correct.
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Chairman.—Is there any objection to the proposal as compared with

the one put forward before the Committee last year ! '

Sir Frederic Gauntlett.—I1 have brought up this propesal in order to
explain the practical difficulties which would arise from the acceptance of
the principle that was then suggested ; and seeing that the Committee is
inelined to favour that principle, this memorandim is presented to it for
considerat.on.

Myr. Josht —Will the various Departments accept this arrangement ?
93. Chairman.—Does it mean extra expenditure !

Sir Frederic Gauntlett.—It would mean much less expenditure than
jf Mr. Badenoch entertained a separate staff to check it and the Aeccount-
ant General, Railways, had also a staff to check it. This work can be done
by a small addition to the already existing staff.

Chairman.—The Committee is not concerned with the particular way
in which the results were brought about but that there should be some
effective means of preventing mistakes of double entry of this sort in the
futare. You say that your suggestion is the best to do it. But would it
involve extra expenditure and, if so, would it be a large amount ?

Sir Frederic Gauntlett.—I presume not. There is a check of 10 per
eent. What we should do is that we should check the statements of debits
and credits of the commercial departments and exercise a general check

over the non-commercial departments. It might mean a couple of extra
clerks.

94. Chairman.—Yon have convinecd us that this particular method is
the best and that there is no possibility of the system being worked without
extra expenditure so as to prevent the recurrence of such mistakes. Yours
is a proposal to put 2n examiner of press accounts to prevent the possibility
of mistakes arising. But it might be possible to do something inside the
office of stationery and printing to prevent this sort of thing from hap-
Ppening.

Mr. Badenoch.—I have discussed this question at length with the Con-
troller of Stationery and Printing and I have made certain suggestions to
him so that it would he gnite simrle for any department to check against
the job costs or the forms issued or something like that. But 1 have been
assured by him that it means a revolution in his own acounting system and
a very much increased expenditure in the presses and in the department
-itself. Personally, after having discussed the case very thoroughly with a

number of people I think that Sir Frederic Gauntlett’s suggestion is the
cheapest one.

_ 8ir Prederic Gauntlett.—It would require only a couple of elerks, but
nté;ghj; I suggest that if one desires to continue this discussion in detail on

-t you are now embarking on, the Controller is the person to be pre-

Chairman.—I would suggest to the Committee that what we are con-
cerned with is that we want to prevent these mistakes recurring and it is

xi;:tdorﬁe:lly worth our while wasting time on the actual method by which it

8ir Frederic Gauntlett.—I think it is only fair to say that this subject
gzsbeendmcumedbetweentheContmlkraner.Bzdemehandm
tween Mr. Badenoch and myself certainly for a dozen hours. We have
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tried to thresh it out as far as we possibly could without pressing upon the
Controller revolutionary changes.

95. Mr. Rangaswami Iyengar—Do you think that it is a matter of
such importance that the Committec itself should say that the necessary
expenditure may be incurred or would you prefer to leave it to be settled
between yoursclf and the Finance Department ?

Sir Frederic Gauntlctt.—I think it is entirely a question for settlement
between myself and the Finance Department.

Chatrman.—We should be content if steps are taken to minimise the
mistakes of the nature that have already crert in. Now, we come to the
Audit and Appropriation Report.

96. Mr. Rangaswami Iyengar.—In paragraph 2 I see the statement
made : ‘‘ It has been decided that the most suitable place for the exhibi-
tion of the financial results of the working of these departments is the
Annual Report of the Director General, Posts and Telegraphs, and the
Administration Report of the Indo-European Telegraph Department.’’
‘Why should it be so ¢ I think the report of the Accountant General is
the proper place where the financial results of the department should be
set out.

My. Badenoch.—The reasons were that the Director General’s Ad-
ministration Report purports to give the complete review, financial and
administrative, of the Posts and Telegraphs Department and it was con-
sidered that the review would not be complete without the exhibition of the
financial results. In the Director General’s report there is nc elaborate
discussion of the results ; there is only the exhibition of them. I have
made this remark really as a feeler as to whether the Public Accounts Com-
mittee did desire a more elaborate discussion of the financial results in the
Appropriation Report. ,

Mr. Joshi.—I think the Public Accounts Committee is really the only
place where the financial results could be discussed because the Director
General’s report is not discussed in any committee.

97. Chasrman.—What do you mean by exhibiting the financial results
more fully ¢

Mr. Badenoch.—]1 mean by it the balance sheet and the various state-
ments working up to the profit and loss account. After all, the only thing
I give here is a brief summary of the capital, a brief statement of the profit
and loss account and a very brief discussion of it and an examination—
also very brief—of the receipts and expenditure ; but the whole thing is not

“ elaborate.

Chairman.—It seems to serve the purpose of the Public Accounts Com-
mittee. I am not quite sure what you mean by a more detailed exhibition
of the financial results !

Sir Frederic Gauntlett.—The real question is, as Mr. Badenoch has
pointed out, that there is #lready a presentation in the Administration.
Report. He has thought fit in the exercise of his discretion to include a
summary in this report and he asks the Public Accounts Committee whether
it desires that such a summary should be presented. I am sure the opinion
is emphatically in its favour.

Chairman.—It seems to me to be just about right.
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Mr. Joshi—I am quite satisfied with what is given here.

Myr. Badenoch.—]1 made that remark merely to get the sanction for the
system which I should adopt.

Mr. Rangaswami Iyengar.—If you think that the particulars are in-
adequate, you are certainly entitled to elaborate them.

Chasrman.—The Members of the Committee are not interested in the
elaborate details of the administration ; they are interested in seeing the
general financial results of the post office and that is what you have done.

Paragraph 5 of the Report.
98. Mr. Cocke.—I1 think this is a paragraph which might possibly be
amplified in the future so as to give us a little more idea as to where this
eapital outlay has come from during the year.

Myr. Badenoch.—I1t is possible.
Chairman—We have got the details later.

99. Mr. Joshi—I would like to get some clear idea as to what items are
charged to capital outlay and what are charged to revenue.

Mr. Sams.—The capital charged to revenue is the mail vans and postal
100. Mr. Joshi.—Why should mail vans be charged to revenue ¥ They
are not small articles ? :

Chairman.—From the point of view of the postal revenue, the whole
is capital. From the point of view of the revenues of the Government of
India, some part of it is borrowed and some taken from the revenue. That
is the distinetion.

Mr. Rangassoams Iyengar.—It is a permanent asset just like the rolling
stoek of the railways.

Chairman.—This is an old standing division. It is not a new thing.
Mr. Badenoch.—I think these were charged to revenue before.

Chasrman.—From the point of view of post office we have introduced
a distinction. We have simply continued the practice that was in existence
at the time, of borrowing for the purpose of telegraph and telephone build-
?ilgs and not borrowing for the purposes of postal buildings and other

ings.

Mr. Badenoch.—I think the reason for charging postal buildings and
the railway vans to eapital met from revenue is that previously as far as
I recollect there was no capital account for the post office at all ; the whole
post office was charged to revenue.

. Chairmen—I was dealing at the moment mainly with the simple ques-
tion of the railway mail vans. 1 have argued it more than once in the
Assembly. The important point to remember-is that if you want to keep

a real control over the expenditure that is i
should keep it inside the budget. is incurred during the year, you

101. Mr. Rangaswami Iyengar—What 1 desire to know is that i
] ] s t if the
Government of India provides these funds from its revenue, would it not

create a confusion in dealing with th .
Government of India ng e capital and revenue account of the
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Chairman.—It would be perfectly simple, so-far as the Government
of India are concerned, if they had not to borrow the money at all. I
believe that you will find that a large number of Indian States spend their
capital expenditure or a great deal of it out of revenue. It is quite a com-
mon practice. When you have got such an enormous capital programme
such as is involved in railways, it is quite natural that you should go in
for borrowing. The question how much you should borrow for a particular
thing or not borrow at all is a question of general finance.

102. Mr. Rangaswami Iyengar.—What I am saying is that if you are
going to carry it out you should carry it out logically even in the case of
general revenues. I think there is a good deal yet to be done in the general
accounts to separate what is really the capital expenditure from the re-

mue expenditure so that we may have a proper view of the position of our
nces.

Chairinan.—The answer is quite simple. It is perfectly possible to go
in for capital expenditure either by means of borrowing or out of re-
venues. The fact that you treat something from the point of view of the
commercial department as capital expenditure does not in any way in-
volve the logical consequence that you must borrow for it rather than find
it out of revenue. That is entirely a question of general finance. The
question of borrowing does not arise so much on the Postal account as it
does on the general account.

Sir Frederic Gauntlett.—The answer to Mr. Rangaswami Iyengar’s
question is that this question of gradually increasing the differentiation
between capital and revenue within the general account is a question which
is being answered every day, for steps are being taken in that direction
every day, though much more in the case of the Provinces than in the
Central Government.

Chairman.—The point originally raised was that because a thing is
capital you must necessarily borrow for it.

Mr. Rangaswami Iyengar—I am not suggesting that.

Mr. Joshi.—It is more equitable to borrow.

Chairman.—Not necessarily. At any rate, so far as this particular
account is concerned, the question does not arise.

Str Frederic Gauntlett—I would only suggest that if the money is
being found from revenue and not from loan funds it adds a very elaborate
and almost unnecessary phase to the accounts if it is shown as capital
expenditure met from revenue when in fact it is all so met.

Paragraph 7—Profit and Loss Account.

103. Mr. Joshi—The Postal Branch have a saving of 48 lakhs now,
and on the whole there is 13 lakhs of surplus, why don’t you reduce the

postal rates 1

Mr. Rangaswami Iyengar—So far as this 48 lakhs is concerned, it is
subject to certain deductions.

Chasrman.—What is your estimated surplus on the Postal account only
for the current year ?
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Chairman.—The real figure then comes to about 30 lakhs and you have

used that 30 lakhs to & certain extent to increase the emoluments of postal
and teleg raph servants everywhere, Mr. Joshi.

My. Joshi—That is only a small sum.

Chasrman.—No, it is something like 20 lakhs.

Mr. Joshi—Besides the 48 lakhs there is another 16 lakhs in pension-
Chairman.—We will take that separately.

Mr Sams.—This figure does not include inter-departmental chargés.
The profit on the Post Office is really much less than is shown.

Sir Frederic Gauntleit.—It will be more easy to assess the result when
all these adjustments have been finally determined.

Chairman—Though Mr. Joshi’s question is a very interesting one it
18 not a publiec accounts question.

Mr. Joshi—I raise it from the point of view of economy.

104. Chairman.—Mr. Sams, 1 see it stated that the Departmental
Officers can best explain the loss on telephones ?

Myr. Sams—Well, the telephone system is more or less in its infaney.
It is a question of putting down plant and lines in order to reap a benefit
late: on. We have opened many new systems and we hope that we shall
rea) the benefit shortly.

105. Mr. Rangaswams Iyengar.—You have noticed, Mr. Sams, the fact
that there has been a good deal of laxity in tbe eollection of telephone
charges.

Mr. Sams.—That is explained in detail later on.

106. Mr. Joshi—You refer to the question of policy. What is this
poliey, is it military policy, commercial policy or what !

Mr. Badenoch.—1 refer to the opening of two particular trunk lines—
the Delhi-Bombay and the Delhi-Calcutta lines—which have been opened.
They are not expeected to pay. They were opened merely for what you
may call pioneer or experimental purposes.

Mr. Samns.—May 1 cxplain that the actual wires were already there
for telegraph purposcs. We were able owing to the knowledge of our
engineers to utilise those lines for telephones by the simple expedient of
putting in repeaters and the cost came to about Rs. 25,000. So that we were
really getting trunk telephone commnunication between Delhi and Calcutta
and Delhi and Bombay for a eomparatively small outlay.

, 107. Chairman—Do you endorse Mr. Badenoch’s statement that those
lines can never pay 1

. Mr. Sams—1 would not like to say that. Sir. At present I do not
thmk they are working as they probably will do in the near future ; but
eonsxdenrgg the small amount we have spent on them, I think it is a per-
fectly legitimate thing to d» to try to open these lines for the benefit of the
mhe ; and also I must admit there is a certain amount of advertisement
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108. Chairman.—Do you anywhere publish the commercial results of
particular lines such as the Delhi-Bombay or the Delhi-Caleutta trunk
line &

Mr. Badenoch.—No.

Chairman.—Would it be possible to do so ?

Mr. Badenoch.—I think we can if it is required.

Chatrman.—1 do not necessarily mean those two particular lines, but
I mean something that would be illuminating in regard to what the real
purpose of telephone policy is.

108-A. Mr. Rangaswams Iyengar.—I1 took Mr. Sams to say that the cost
of setting up these trunk lines between Delhi and Calcutta and Delhi and
Bombay was Rs. 25,000 each ; and the sole question is whether you derive
encugh profit over the extra capital or not.

My. Sams.—I1 would not like that taken as an absolutely correct state-
ment but I know it is a fairly small sum.

109. Mr. B. Das.—I would just remind Mr. Sams that a year or two
ago I asked in the Assembly some questions as to how much the telephone
system in the smaller towns in India and how much the trunk system are
costing. In the small towns it is only for the District Magistrate and the
Police Officer that the telephone system is installed. Why charge it to
the Postal Department when the Postal Department itself is run at a loss ¥
I do not refer to Calcutta and Bombay but small towns in the interior.

Mr, Sams—We only put down exchanges in towns where there is &
reasonable prospect of the telephone habit increasing. 1t generally begins
with the District Magistrate, the Superintendent of Police and other Gov-
ernment Officers, and sometimes not even they want them. I have had
myself to write personally to the District Magistrate and ask him to help
us in getting his people to take telephones.

Chairman.—Your policy realy is to develop the telephone habit ?

Mr. S8ams—Yes ; obviously we do not wish to put down telephones
where there is no possibility of their ever paying.

110. Mr. Cocke.—Do these Departments, like the Police, that use the
telephone pay !

My. Sams.—Yes. .

Sir F. Gauntlett.—I only wish to make one statement in reply to Mr.
Rangaswami Iyengar’s question. The Rs. 25,000 is not the sole cost
of these trunk lines. The Telephone Department is charged with rental
paid for the use of the lines in addition to the new cost.

111. Chasrman.—Is it possible within a few days to give us a state-
ment of profit and loss showing the profit or loss on individual trunk sys-
tems ¢

Myr. Badenoch.—Not in a few days : it is a very elaborate piece of

work.

8ir F. Gauntlett.—It could probably be done in time for the next
cold weather session when questions might be asked.

112. Mr. Joshi—I1 would like to ask one more question. Is it not &
wrong policy for the Postal Department to hand over telephone system



which are paying to private companies and to retain the losing lines ¥ In
Bombay, for example, you have handed it over to a private company vzhere
it pays. »

My. Ryan.—That is not quite the case. For instance, in Calcutta
where we have a very remunerative exchange, the private company has
been very anxious to get that, and we have offered to sell it for a commer-
cial figure which is about three times its capital cost.

113. Mr. Joshi—Have you not recently renewed the Bombay tele-
phone contract ¢

Mr. Ryan.—Yes, that is entirely a company system. There was a
small Government system made over a little before my time but certainly
we have not followed that principle in the case of Calcutta.

114. Chairman.—What we arc really on now is the question of the
Government’s telephone policy. Has any statement been made in your
Administration Report or anywhere else generally setting out what is the
Government’s telephone policy ?

Mr. S8ams.—1 do not recollect any definite statement.

Mr. Badenoch.—1 may point out that the receipts from telephone
trunks are going up by leaps and bounds every year ; but as to particular
trunks like the Delhi-Calcutta trunk and the Delhi-Bombay trunk, I am
doubtful whether they will ever be able to charge a commercial rate. As
regards the general trunk policy, there is no doubt at all that it is a pro-
fitable policy and there is great development on these trunks ; the receipts
are growing rapidly.

115. Chasrman.—Without going into any elaborate details such as
bhave been suggested just now, would it be possible for you, Mr. Sams, to
pat up a statement of Government’s telephone policy ?

Mr. Sams.—Yes.

116. Mr. Cocke.—With reference to paragraph 8, this profit and loss
account is still very largely in a transition stage. There are three points
mentioned in this paragraph, bringing down a profit of 48 lakhs to 37
lakhs. As regards Stamps you will notice in the profit and loss account
that foll eredit for stamps sold has not been made owing to the fact that
a very large stock of stamps was taken over 3 years ago. That is a point
which will be set right in future accounts but it does occur to me that it
might be set right in this account by means of a suspense account, so that
we might be charged with the cost of stamps used.

My, Badenoch.—I1 raised the point that Stamp balances should be
taken over to Suspense ; but the Finance Department did not agree.
Chairman—Our point was to avoid further comrlications.
. Mr. Badenoch.—1 do mot think thére would be any complications ; I
think it is quite simple.
Mr. Cocke.—Might we have that in the next statement then 1
Chairman.—The position is that this will ultimately, I suppose, after

& year or two, be worked off and the commercial account will then show
he exact position.

Mr. Badenoch—The Department will probably have some reserve from
year to year. We can not estimate down to even the last lakh the amount
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of stamps used in the year. It would be much simpler to have the whole
in the Suspense account.

Qir F. Gauntlett,—When the preliminary investigation was made I
raised this question of bringing into the account the liabilities at the begin-
ning and the end of the year, and it was recommended that except for
stamps the figures would be comparatively too small as to make it worth-
while. Messrs. Price Waterhouse and Co. did think there should be a

Suspense account in the case of Stamps.

Mr. Rangaswami Iyengar.—These stamps and any stock which will
be taken on are consumed over a number of years !

Sir F. Gauntlett.—It is true of course that if there is a reasonably
level flow of stamps into the account it is not necessary, but the incomings
and outgoings will vary so much from year to year that in practice it is
preferable to show this figure separately, if possible, from the accounting
point of view.

Mr. Rangaswams Iyengar.—So far as this particular account is con-
cerned, it is much more than can be consumed in a year.

My. Badenoch.—That is an exceptional case and we cannot build a
general case on it.

Chairman.—] think we may say that the Committee recommend that
Government should reconsider the question of introducing a Suspense

account for stamps.

Mr. Ryan.—The supply of stamps in India should make this question
simpler. |
Mr. Badenoch.—There is this consideration also, that we were asked
last year to print more stamps than were actually required for that year,
partly to keep the Press going.

Chairman.—It would be easiest to recommend that the Government
should reconsider this question.

117. Mr. Joshi.—May 1 raise one more general question as regards
profits ¥ At present profits are used to reduce capital or to reduce in-
terest on capital. Would it not be better if the profits were allowed to
accumulate into a Reserve, so that the rates might be reduced after some
years ? .

Myr. Sams.—We shall have to wait a great number of years to produce-
enough interest from this Fund.

Mr. Joshi—We have this year 48 lakhs from the Post Office. Next

year may prove to be as good a year and we may get say after 3 years 150
lakhs. Then certainly we can make an experiment in the reduetion of

rates.

Chairman.—You mean a Reserve Fund corresponding to the Railway
Reserve Fund. .

My, Joshi—Yes.

Sir F. Gauntlett—That is now being used to wipe off an annual
payment of interest.

Chairman.—It may be a comparatively slow process but it has the
same effect. One question is whether the Post Office can be taken

L]
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separately, but even leaving that question aside, you are not going to get
an accumulation in the region of a crore for a good many years, and even
then you cannot thereupon make a reduction ; you are not really justified
in making a reduction unless you foresee that at the end the Post Office
will hbe making no loss on the new rates. It is really only the interest on
the capital that is available for a permanent current reduction of rates.

Mr. Joshs—If you do not put the surplus into general revenues you
might have a large enough surplus for a reduction in the rates.

Chasrman.—It will be a very long time before you have a very large
surplus.

Myr. Sams—It would be very difficult to have an experimental rate.

Chasrman—You cannot reduce rates if you are going to make the
Post and Telegraphs a concern that pays its way ; you cannot reduee
rates unless you have a reasonable prospect of the new rates themselves
paying their way in a very reasonably short time. A guarantee fund is
only useful for covering the first year’'s additional loss.

Mr. Sams.—We shall probably lose a crore in a year, so the savings of
4 years would be absorbed in a single year.

Mr. Cocke—You are going to call on that crore to spend say 20 lakhs
a year. That would mean 5 years.

My. Joshi referred to the case of the Railways.

Chasrman—The Railways are aiming at the accumulation of a
really large reserve. 1 do not think it would be desirable that the Post
Office should aim at the accumulation of a large reserve of 5 or 10 crores.

Mr. Joshi —What will it do with its reserve ?

Chasrman.—It is immediately applied in eutting down its eapital and
increasing the mnet profit, if there is one, on existing rates, making the
hope of a reduction of rates, if there is one, nearer.

Mr. Badenoch.—We do not actually reduce the capital account but
Wwe get a rebate on the profits we make.

. Mr. Joshi—Until somebody else makes any suggestion for the reduc-
tion of rates, I think my proposal is the only way.

Chairman.—And my suggestion to you is that it is not a way unless
there is a reasonable prospect of the reduced rates paying their way.

. Mr. Joshi.—How can that reasonable prospect be ascertained if your
minimum is going to be a crore !

Chairman.—I agree with you and the conclusion is that y;)u cannot
redace the rates.

g Agr. Joshi —This question of a Reserve Fund I think should be con-
gidered. .

118. Mr. Ramgaswami Iyengar.—This year, for instance, we have
8ot iIn respeet of this 48 lakhs something in the nature of non-recurring
profit accrued on account of faulty accounting and some adventitious
windfalls. Supposing you get some such profits in the course of your

postal administration due to savings that you make or receipts that you

-



get, not in the normal eourse but something extraordinary, should you not
put it into a separate Fund for various purposes !

My. Badenoch.—We are opening a head in the Capital accounts for
extraordinary receipts which we are utilising in exactly the same way,
that is, to obtain a rebate of interest.

Chairman.—Practically you are writing down your capital account,
only it does not take that form in accounting because you don’t want to
destroy your block account from the point of view of depreciation. The
effect is that you save interest on the amount in your Reserve Fund
equivalent to the amount that you pay on the capital.

Mr. Rangaswami Iyengar—But Mr. Joshi’s point I think ought to
be emphasised. You do reduce the totai amount of expenditure and
liability for the postal revenue by going on year after year in this way ;
but what we say is the first claim upon any saving or profit that accrues
to the Postal administration should be that of a reduction in postal rates,
whereas the steps you are now taking masks that. On the other hand,
if ycu have a separate Fund, it will show how much you have made in the
Post Office and whether as a matter of fact you can reduce the rates.

Chairman.—The fact that the Post Office expenditure is reduced leads
to an increase in the surplus that is shown in the estimate and ultimately
in the accounts of that year. The question how you should use such a
surplus is exactly the same whether it is a Reserve Flund or whether it
appears in that form. If we use it to increase postal facilities, to increase
the emoluments of some of your low paid officers, or to reduce your rates,
it is exactly the same question whether it is in the form of a Reserve Fund
or whether it is in the form of interest.

Mr. Badenoch.—We keep a pro forma account which I can perfectly
well give. As a matter of fact I have to do it.

119. Mr. Cocke.—We ought to have a balance sheet, ought we not
Mr. Badenoch.—We have a balance sheet.

120. Sir F. Gauntlett.—I think there is a point of general importance,
and that is, if this idea is pressed to its logical conclusion it would mean
an almost complete separation of telegraphs and telephones and those
would have to be regarded as unproductive commercial departments and
they would have to start their own sinking funds.

Chairman.—I was speaking all the time of the combined surplus. .-

Ssr F. Gauntlett.—I think Mr. Joshi was speaking of the postal sur-
plus oxly.

Myr. Das—May 1 point out that the telephone and radio telegraph

mﬁ; more for the use of the civil administration and the military than
others ?

Chasrman.—It is not qulte true. I was inquiring about telephones
because we have not had any statement about the telephome policy ; as
regards radio-telegraph we have.

My. Sams—A scheme has been put forward to show the accounts
separately. As regards radio-telegraphs, we have to get some credits from
other departments for the services rendered by the radio-telegraph
department.



Chasrman —TI think it is possible that after a certain number of years
the telephone system will be a paying system and you may then be sorry
that you have given away the possibility of using telephone receipts in
reduction of rates (laughter).

Paragraph 9 of the Report.

121. Mr. Joshi—The charges for Direction under Telegraphs is pro-
portionately more than in the case of the Post Office, though the telegraph
revenue is much less. Will you kindly explain ?

Mr. Sams—There are about the same number of officers—perhaps
the Post Office has slightly more officers ; but they do not get the same
high pay.

Chairman.—Why should the charge for Direction be the same when
the telegraph revenue is only about one-third of the postal revenue ?

Mr. Sams.—On the telegraph side you have the telegraph traffie,
engineering and the wireless ; you have three branches of highly paid
officers.

Mr. Joshs.—Does it not show some room for economy there ?

Mr. Badenoch.—I suggest, Sir, that telegraphs always has to carry
a highly paid engineering staff. In every country it is a losing concern,
very largely because of its heavy over-head charges. We have got a
heavier expert staff in proportion to the number. Another point is that
the telegraph receipts just now are abnormally low owing to a slump in

ams.

122. Chairman.—You regard that as an abnormal feature ?

Mr. Badenoch.—There is a distinct reduction in telegraph revenue
within the last two or three years.

Chairman.—Would not that be continuous !

. Mr. Badenoch—I think it is temporary ; it is on the up-grade already ;
this year it is showing a slight improvement.

123. Chairman.—With reference to the last sentenece in paragraph
9 (1), is there any special reason for increase under money orders and
British postal orders ¢!

Mr. 8ams.—I1 think there is no special reason except the ordinary
‘general expansion of business.

124. Mr. Joshi—1s it not a fact that compared to the ordinary postal

rates your money order rates are smaller and therefore you are reaping
better revenue !

Mr. Sams.—On the contrary, we raised the money order minimum
from Rs. 5 to Rs. 10, . e money orde

125. Chairman.—When you speak of office revenue, you ineclude
money order receipts, I suppose 'pea post ¥

Mr. Sams.—Yes, rather.

126. Chairman—TIs it a luecrative portion 1
Mr. Sams.—Yes, very.
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127.—Chasrman.—It is the money orders really that are luerative {

Mr. Sams—No ; the letter rate pays its way. Parcels probably do

not ; it is very difficult to say ; but money orders do pay and insurance
also does.

128. Mr. B. Das.—May I inquire if Government allow anything to
the Savings Bank of the Post Office ¢

Chatrman.—Yes.

129. Sir F. Gauntlett.—I1 would like to call attention to the bottom
of page 5 where it says ‘‘ The total profits on exchange amounted to a sum
of Rs. 16 lakhs....... .At present these profits on exchange are in the
nature of a windfall to the Telegraph Branch and must be taken into

account when considering its financial condition.”” That means that in
future the deficit in that Branch will be increased ¢

Mr. Sams—Of course we have had te reduce it from the 1st July this
year.

130. Chatrman.—How much does that amount to ?
Mr. Badenoch.—It is calculated at 11 lakhs this year.
Chairman—Are they real profits ?

My. Badenoch—I tried to isolate them ; they are all real profits. We

collected at 1s. 4d. and when we settled with outside adminmistrations we
did it at 1s. 6d.

Sir F. Gauntlett.—I think really the Post Office administration is to
be congratulated ; for some two or three years it has been able to get
Rs. 16 lakhs out of other governments.

131. Chairman—What is the fall in telegraph traffic due to ?

Mr. Sams—Due really te trade depression more than anything else ;
a trade depression affects the telegraphs much more than it does the post
office because while firms still eontinue to send out circulars, etc., the
telegraph traffic falls ; it is more sensitive to trade depression.

Mr. Badenoch.—Also to troubles in China ; we lose all our transit
charges for telegrams passing from China through India.

132. Mr. Cocke.—The telephone revenue seems to have had a smalf
increase in these two years ; I suppose it has gone up since !

Mr. Badenoch.—Yes ; the forecast for 1927-28 is good too.
Chairman.—It actually shows a profit on the telephones ¢
Mr. Ryan.—No ; a small loss.

Paragraph 10 of the Report.
133. Mr. Joshi.—Are these ‘ wasting assets ’ different from other
assets 1
Mr. Badenoch.—No ; it is a term used for our assets.

134. Mr. Joshi—You charge 31 lakhs to the workifig cxpenses onx
that account ?

Mr. Badenoch —This is the contribution f

rom working expenses into
the depreciation fund. ‘
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. 135. Chairman.—Regarding pensionary liability in (#), have you
anything to add ?

Mr. Ryan—That of eourse is an assumed figure, Sir. There is some
doubt whether it has been assumed high enough, but we have initiated
an actuarial investigation to see what the real figure ought to be. But I
am afraid it will be some considerable time before any results are produced ;
we have not made very much headway with it yet.

136. Chasrman.—Your view is that it is on the low side ¢

Mr. Ryan—It has been suggested so, but it is very difficult to argue
with any confidence.

Mr. Cocke.—Is the actuarial calculation made by the Government of
India Actuary ¢!

Mr. Ryan.—The Government actuary has indicated the particular
kinds of information that he requires in order to make a calculation. We
are now endeavouring to collect the information he wants. I cannot say
that we have got very far with it up to date, but we are pushing on as fast
as we can, though I must say I am very doubtful whether it can be done
in time for the next budget.

Sir F. Gauntlett—The difficulty is in translating the needs of the
Actuary into words that a clerk on Rs. 50 or 60 can understand. ’

Mr. Ryan.—We have a particularly good man working on this job.
Sir F. Gauntlett.—It is a matter of exceeding importance.

Paragraph 11 of the Report.

137. Mr. Joshi—Why were the bills not recovered ! What was the
difficulty.

Mr. Sams—For one thing, until recently the recovery of the bills was
done by the divisional engineer. He had not got the proper staff all the
time to look after the business at the rate at which it was expanding.
Recently a telephone accounting office was opened at Delhi which under-
took the whole of this business. It was also arranged in order to facilitate
matters that the telephone bills could be paid into the post office ; this
system has now been extended and similar offices have been opened at
Calcutta.

138. Mr. Joshi.—Are these bills monthly or quarterly 1?

Mr. Sams—Quarterly, 1 think.

Mr. Badenoch.—It depends on the choice of the particular subscriber;
jometimes they pay annually ; sometimes quarterly.

139. Chairman.—He pays a fixed contribution in advance as a
subsecriber !

Mr. Badenoch.—He has got to pay a fixed quarterly amount in
advance. But in regard to trunk calls, there was no deposit taken before ;
but Government have now decided that 'a deposit should be taken in
regard to trunk calls. Formerly people took trunk calls and never paid.

. 140. Mr. Rangaswami Iyengar.—On this question of general over-
emmaxt-lm% have you been making lump reductions in the budget estimates
regularly
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Mr Ryan—Not regularly ; that system was introduced, I think, two
years ago on rather a small scale, but it has been gradually extended.
In the budget for this year, very considerable lump reductions have been
made—over Rs. 25 lakhs under revenue and Rs. 7 lakhs under Capital.

_ 141. Mr. Rangaswami Iyengar—What is your explanation that in
spite of this you have been over-estimating your requirements ?

Mr. Sams—My explanation is this that the engineers are optimistie
about getting works done and pessimistic about not having enough money
to spend ; they over-estimate both. They find that owing to circumstances
over which they sometimes have control and sometimes not, they are not
able to work out to the full grant ; some are unduly anxious and do not
gpend enough money in the earlier part of the year—until the first nine
months of the year are over—and then they hold out in case something
crops up and they find that it does not.

142. Mr. A. Rangaswami Iyengar.—We have been noticing this for
the past three years and commenting upon it ; we want to know what
steps you have taken to scrutinise the estimates and see that this kind of-
thing does not occur.

Myr. S8ams.—One very important step is the formation of a budget
branch in my office under Mr. Coburn, where they carefully scrutinise
estimates sent in by the circle officers and reduce them in the light of
experience.

Mr. Rangaswami Iyengar.—Still the over-estimating goes on ?

My. Sams.—It has improved very much ; you will find a great im-
provement this yvear in this respect ; it has come down from about 50 per
cent. to about 12 per cent.

142-A. Mr. Cocke.—What is the explanation about this difference
between Rs. 53 lakhs and Rs. 66 lakhs ¢

Mr. Sams.—Rs. 66 lakhs was calculated on the gross outlay as shown
in the Finance and Revenue Accounts. Later on in the 1st edition of the
budget, the Accountant-General reduced the figure from 66 to 53 lakhs
based on the valuation of the assets certified to be existing on the 31st
March 1924 less depreciation on the whole outlay up to this date. But
as the valuation report had not then been submitted, it was decided by
the Finance Department to let the original figure stand:

Chairman.—The trouble was, I suppose, that there was really extra-
ordinarily little to go on !

Mr. Sams.—Very little, indeed.

Chairman.—Am I right in saying that there was an earlier history
still, and that 66 lakhs was accepted after all sorts of other figures had
been suggested !

Mr. Ryan.—There was a great deal of discussion at the time and the
Finance Department considered whether they would be justified in
taking the Accountant-General's estimate based on the revaluation or
rather on the valuation which is based entirely on what exists ; they
decided that they would not change the fizure until they knew where they
were,

H164Fin
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Cheirmen—The ultimate differenpe was 7 lakhs—53 was not the
final figure. The Audit report says it was partly owing to the failure
of the Department to work up to its pregramme of works !

Mr. Badenoch.—There was a very big capital programme in that year;
and 53 included the interest on that programme.

Paragraphs 12 to 15 of the Report.

143. Sir F. Gauntlett.—These paragraphs are concermed with the
form of acecounts ; and I think all that need be said about it is suggested
in paragraph 9 of my letter. I think it will be sufficient if the Publie
Aeccounts Committee endorse the view that the fundamental basis for all
the different accounts that have to be prepared and the demands, should
be the scheme of organization and control in the Posts and Telegraphs
Department.

Chasrman —After reading this through I am not really quite clear
what the Accountant-General was driving at. What is the form of the
demand for grant in the budget of the current year ¥ Will that be in
8 form which you, Mr. Badenoch, could audit ¢ Could you present your
appropriation report following the form of the current year’s budget ¢

My. Badenoch.—Yes, provided Finance Department agree to a com-
plete alteration in the primary units which has been accepted hitherto.

Chasrman.—Is that a change which you desire ?

Myr. Badenoch—Certainly ; that has now been provided for. Finance
Department have accepted the proposal for revision. But previously, in
3925-26 there was absolutely no correspondence between the primary units
and the budget or the acecounts.

144. Chairman.—That was almost inevitable in the circumstances
in which commercial accounts were introduced ?

Mr. Badenoch.—Almost inevitable. As a matter of fact I think that
that particular fault has always existed in the Posts and Telegraphs
Department. With the particular primary units—pay of officers, pay
-of establishment, ete., it was very difficult for the Director General to
see the progress of expenditure from the accounts submitted to him with-

ong&is office completely recasting those accounts in the form of primary
ani

145. Chaérman—Mr. Ryan, are you in agreement with the Auditor
Qeneral on this point 1 e

Myr. Ryon.—Absolutely, Sir.

146. Chairman—Have you consulted the ordinary b f the
Finance Department ! y branch o ’

_ Mr. Pyjan—Of course this all turns on what Mr. Radenoch savs about
the recasting of the primary units—the ordinary branch mysw
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to the changes made. I think we have gone a very long way to meet Mr.
Badenoch.

Sir F. Gauntlett—I think the real point is that the primary units

have to be brought within the scheme of organisation and control.
!

Paragraph 16 of the Report.

147. Mr. Badenoch.—I have tried to explain it at length in the Report.
I may say that in the manufacture of any article you have to get the raw
material, the labour, the direct cost that can be directly allocated to the
particular article. In addition to these things we have got to calculate
the cost of the office, the cost of advertising, the cost of management and
other overhead charges. If you are going to sell your produce in the
market at cost price, you will obviously lose money. You ought to have a
system whereby you distribute all the overhead charges on the particular
article manufactured and in a proper system by the addition of what you
call the oncost percentage the price of your article will cover the whole of
your oncost. In the case of stores in workshops, we are not selling our
articles at all. We try as far as possible to load on the oncost to the manu-
factured articles. The aggregate of the percentages of oncost loaded on to
sany article manufactured may not work out to the total of the overhead
chargesman 8. With experience the unabsorbed oncost should get smaller and

er.

Paragraph 18 of the Report.

8ir F. Gauntlett.—This is only explanatory of the difficulties of in-
troducing a new system in its first year.

Paragraph 19 of the Report.

148. Mr. Badenoch.—I1 put this in because actually the policy in the-
department is directly contrary to what has been laid down in the Public
Accounts Committee’s Report of last year, but I have tried to show that
it is almost inevitable when you are introducing an entirely new system.

Paragraphs 20, 21 and 22 of the Report.

149. Mr. Sams.—We took the opportunity at a recent conference of.
postal and engineering officers to harangue these officers on the point, and
I think Mr. Ryan and I have between us managed to frigchten them.

Mr. Ryan—1I think they frightened me. I don’t think that we can
bring about any reform by merely haranguing officers. We prescribed
certain monthly forms and reports to be submitted by each head of cirecle,
and these have not been coming in quite satisfactorily. We will have to
keep them worrying about these.

150. Mr. Cocke—Have you any inspecting officer who puts them

right ¢ ,
[}

Mr. Ryan—It is simply a question of these officers paying attention

to questions of expenditure as compared with the grants. But with the

budget branch that has been recently formed in the Director General’s
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office, I think it will be possible to bring much more scrutiny-to bear on
them. We have also quite recently harangued them.

Chasrman.—You don’t think haranguing is sufficient punishment ?
Do you think really that things can be set right by mere haranguing ?

Mr. Ryan.—We will try, but I am not very hopeful.

Myr. Joshs—Their attention may be drawn to the remarks of the
Accountant General.

151. Chairman—There is another point in ‘the same paragraph.
Have you introduced a modification ¥ You provide fixed charges on
the basis of the average !

Mr. Ryan.—Yes.
Paragraph 23 of the Report.

152. Mr. Sams.—I agree with the Accountant General, Posts and Tele-
graphs, that the procedure should be followed.

Paragraph 26 of the Report.

153. Sir F. Gauntlett.—] have a general comment to make on para-
graphs 26 to 35. There were 12 cases recorded, and six of these were
carried out by responsible officials like postmasters and sub-postmasters,
while in four cases their negligence contributed indirectly.

Mr. Sams.—There are cases of slackers who do let us down but I don’t
think you can say it as a general thing. Usually most of them in charge
have had some experience and they are very conscientious too.

"154. Mr. Cocke.—What is the total number of postmasters ?

Mr. Sams.—The total number of head postmasters is 250, and most
of them have deputies under them. If you mean at head offices, I could
not say off hand. The number of head post offices is over 200 ; we have
something like 5,000 sub-post offices. At most of the head offices there
are deputies. If there are 220 head offices, there are 220 deputy post-

masters. The number of sub-postmasters is very great, something in the
_neighbourhood of 5,000.

155. Mr. Joshi.—Have you got a big guarantee fund ?
Mr. Sams—1It has been abolished altogether.

156. Mr. Cocke—May T ask what is the system of contract that you
are going to introduece !

Mr. S8ams—The treasury work instead of being done by a postal
oﬁ'mql 18 usually given to a contractor to whom we pay a subsidy for
running the treasury work. He employs his own men. He s something like

iengal. Jee in a Bank. I know it used to be done by the Bank of

Mr. Joshi—Do you take any security 1

Mr. 8ams—1It is rather a big amount.
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May I point out to Sir Frederic Gauntlett that sub-postmasters who
are on a time-scale varying from Rs. 35 to Rs. 250 to Rs. 350.

157. Chasrman.—Have you anything to say on the subject of inspec-
tion, Mr. Sams !

Mr. Sams—According to the policy that we adopt, there should be
two inspections. The first is a thorough one in accordance with the long
list of inspection questions which have to be answered, and the second one
is as far as possible, in the nature of surprise visits to see that the orders
issued as a result of the first inspection are being carried out. It is not
an easy thing to pay surprise visits.

Mr. Badenoch—My inspection staff found that postcards were sent
round to sub-postoffices to say that the audit staff would arrive on sueh and

such a day.
Paragraph 27 of the Report.

158. Mr. Sams.—The importance of the safe custody of receipt
books of money orders, stamps and keys has always been rubbed into the
postal officials, especially as regards keys, certainly once a year by drawing
their special attention to this. But even so we find postmasters who give

up their keys to menials to open the safe.

Paragraph 29 of the Report.

159. Chairman.—Has the adjustment of the balance been settled !

Mr. Badenoch.—Yes. The guarantee fund actually existed in 1925-
26, and the balance was written off to the Guarantee fund.

Paragraph 30 of the Report.

160. Mr. Joshi.—The Auditor General suggests that there should be
rewards offered.

Mr. Sams.—In this particular case reward was given, and recently I
have asked heads of circles to try and encourage people by recommending
rewards. .

161. Mr. Joshi.—This leads me to ask you whether it will not be pro-
fitable if you ask some of the postmasters to give you suggestions as to
how embezzlements could be prevented ? Because in industric] under-
takings sometimes the managers of the concerns ask their workmen to make
suggestions not only to prevent embezzelement but in several other matters.

Could you not do something of that kind ?
My. Sams.—1hey do make suggestions very frequently, and they are
encouraged to make suggestions.

Mr. Badenoch.—As a matter of experience, I find that the method of
frauds in the postal and telegraph department is very stereotyped ; in
most cases the men follow well defined lines.

The Committee adjourned till 245 p.u.
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Rvidence taken at the third meeting of the Public Accounts Committee
held on Saturday, the 6th A

PRESENT :
(1) The Hon’ble Sir Basil Blackett, K.C.B., K.C.8.1, Chairman.
(2) H. G. Cocke, )
(3) Maulvi Abdul Matin Chaudhury,
(4) Mr. B. Das,
(5) Mr. A. Rangaswami Iyengar, > Members.
(6) Maulvi Sayid Murtuza Sahib Bahadur,
(7) Mr. N. M. Joshj,
(8) Mr. G. Sarvotham Rao, J
(10) Mr. A. C. Badenoch, Accountant General, Posts )
and Telegraphs,
(11) Mr. T. Ryan, C.LE, Financial Adviser, Posts
and Telegraphs, >Were also
(12) Mr. M. R. Coburn, Director of Establisnhment, present.
Posts and Telegraphs.
(9) Sir Frederic Gauntlett, Auditor General, J
Mr. H. A. Sams, Director General, Posts and Te!egraphs,Witness.
Savings Banx Fraups.
Page 24, Paragraph 31 (a).
162. Chairman.—Does a depositor get a receipt for every deposit, how-
ever small ?

My. Badenoch.—He gets an acknowledgment. He gets an entry in
his pass book and an acknowledgment not from the sub-office but from the

head office : that is supposed to be a check.
Paragraph 32.
163. Mr. S8ams.—We have instructed Heads of circles in this connee-
tion.

Paragraph 34.
164. Sir F. Gauntlett—I think, Sir, this is inherently the most im-
portant case brought to notice in this Appropriation Report.

Mre Badenoch.—It brought to light a rather big defect in the system.
Customs duty on pareels is collected by the Post Office. The Customs
Departmet}t only hand over the parcels to the Post Ofice on the Post
Office paying the Customs duty. I found that there ‘vere 66 lakhs of
customs duty paid over by the Post Office and there was no real audit as
to whether the Post Office got the 66 lakhs back again from the recipients
of the parcels. I have taken the matter up and submitted a scheme to
the Director General. He has agreed to it and I am opening a new de-
partment of audit—an Aceountant and 10 clerks—to see that actually
the money that we have paid over to the Customs Department is re-

covered. Buat there may have been in th .
don’t know. od In the past pretty big gaps. We
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165. Chairman.—The Post Office knew whether it Lad collected the
money or not !

Mr. Badenoch.—In the Post Office there was no check whatever as
to whether for every payment we made to the Customs Department we
got something from the recipient of the parcel.

166. Mr. Rangaswams Iyengar.—But the Post Office can at least say
whether in each case where a parcel was delivered the customs duty was

collected ¢

Mr. S8ams.—We simply pay a lump sum to the Customs and then recoup
ourselves from the collections.

Mr. Rangaswams Iyengar —The Post Office must have a list of arti-
cles which they have delivered and you must have entered therein the
fact whether you had recovered the amount or not. And where it has
not been recovered, it should certainly be possible to find out if there has

been a large gap.

Mr. Badenoch.—The system was such that there wes a great delay
in finding out.

167. Mr. Rangaswams Iyengar.—Do you mean to say the inspecting
officers could not have inspected the registers and found it ¢

Mr. Sams.—Certainly they could, but you would have to wait some
time.

168. Mr. Rangaswami Iyengar.—But surely there must be a gap in
the register. If he had not paid there must be a kind of note to show
that it is outstanding.

Chairman.—Was there any outstanding account in this particular
post office ¢

Mr. Sams.—Yes, the circle examiner, who is an official of the Post-
master General’s Office, gets these assessment memos. and he is supposed
to watch the receipts from the post office. He has a list of the articles
assessed to duty. He watches himself the return of the memos. from the
Post Office and if he does not get them, he calls for them, so that he ean
see from that if there are any blanks. .

169. Chatrman.—And if there is a blank presumably there would
have to be a formal write-off. However, the point is that you have now
framed a new system which is being introduced.

Sir F. Gauntlett.—I think, Sir, an explanation is possible, that is,
that there was an officer called the circle examiner who was responsible
for watching that these receipts were eventually realised. He did raise
objections but one might assume he did it rather as a watter of routine
because before the objectiom were thrust home against the man a large

sum had gone.

My. Sams—What really happened in this case was that this particular
man actually got the objections. The others did not get them. Heq
simply tore them up.

170. Mr. Cocke.—Haven’t you got a total account ?
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: My. Badenoch.—There never has been. The payments to the Cus-
toms Department were never reconciled with the payments to the Post
Office. That is what I am introducing.

171. Chairman.—Will that prevent the sort of fraud that took place
- here 1

Myr. Badenoch—It is practically certain, Sir. Because if my office
find that there has been no recovery, it will ask for the reason why. It
will bring to notice all failures to recover.

Sir F. Gaunilett—] would only point out, Sir, that this was done
.but there was so much delay that the man was able to get Rs. 17,000
before it was gone into.

Chasrman.—However, action has been taken and it will be satisfae-
torily dealt with in future.

Paragraph 36.

172. Mr. Sams.—The Railway authorities have agreed. They have
accepted Rs. 19,836.

My. Badenock.—I don’t think a case like this will occur again be-
eause we have just prepared an elaborate scheme for the registration of
the assets of the department.

173. Chasrman.—You have an inventory taken in all post offices ?

My. Badenoch.—I1t is being done on the telegraph side. I don’t think
there is any definite decision about the postal side. The reason why it is
done on the telegraph side is because this is our capital. On the postal
sid:ﬁhey are all revenue articles which do not come into the capital sccount
at

Paragraph 37.

174. Mr. Rongaswami Iyengar—We have got the same question up
here again about recovery. Would you tell us why you recovered a
month’s salary and left the balance to be recovered ! What was the
basis of calculation ¢

Mr. Sams—Well, it is very difficult to say now. The Postmaster
-General ordered the recovery after taking everything ‘nto consideration.

Mr. Rangaswams Iyengar—A month’s pay from each of the officials
concerned.

] Chadrm.—-He took the disciplinary action that he thought de-
sirable and it happened to total up to just about half the balance.

Mr. Rangaswaems Iyengar—Or was it the other way about ! He
took half and found it came to a month’s salary. Y

Mr. S8ams—He may have done that. °

Mr. Rangaswami Iyengar.—That is the sort of case o i
i i : n whi
thing more definite ought to be thought out. ch some-

Chairman—The Audit Department ha .
fied as regards the aetion takexf in this «3:::;::e expressed themselves satis-
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Sir F. Gauntlett—What I mean by that statement is that I have
made a general rule that I will not comment on disciplinary action unless
it seems obviously inadequate. I don’t raise the question if I think a
thousand might have been recovered instead of 800, because that is merely
my personal opinion against somebody else’s.

Mr. Rangaswam: Iyengar—I think we did record 1hat this matter
requires further examination.

Sir P. Gauntlett.—I would only point out, Sir, thet even the stop-
page of increment is inherently a fine.

Chasrman—Oh, certainly.

8Sir. F. Gauntlett—And you cannot get away from the fact that
most forms of punishment must take a pecuniary form.

Myr. Sams.—In a recent case that I know of a certain Postmaster’s
promotion was stopped and the ultimate loss to him was about ten times
the loss to Government. 1t was a very much severer punishment. He would
have been much more willing to pay the loss than have this very severe
action taken against him.

175. Mr. Rangaswamt Iyengar —Exactly, you must make a sharp
distinction as to what is a punitive measure and what is the recovery
of losses.

Mr. Sams.—It is very difficult to make that disiinction. If a mam
by his negligence loses a certain amount, the loss is there and we want
to recover a reasonable amount and at the same time let it act as a deter-
rent to the man.

Mr. Rangaswams lyengar —Of course in practica you have got to
combine the two.

Sir F. Gauntlett—There is this aspect also to be considered that by
his gross negligence he may show that he is unfit for higher promotion,
so that it is not actually a pecuniary fine. It is merely a judgment upon
his general capacity for the work he may be called upon to do.

Mr. Rangaswams Iyengar—The stoppage of promotion may be a
kind of insurance against future losses.

Chasrman.—It is not necessarily the most deterrent. This question
will come up again. We will add our comment on this. You want to
make the punishment fit the crime. )

Paragraph 39.

176. Mr. N. M. Joshs.—There is this question of buildings.

Mr. Sams.—It seems rather startling at first but I don’t think it is
quite as black as the Accountant General has painted it. The facts are
these. We had a post office at the headquarters of an Indian State. We
paid a nominal rent of one rupee a year. Then it became necessary to
have a better building and it was ascertained that a rented building
would ecost Rs. 125. The Director General then decided that instead
of having a rented building, he would get the State to build one roughly
on a rental of Rs. 150. He made out a rough plan on these lines but sub-
sequently additions were made to the plan which could perhaps be put
down gt another Rs. 50, bringing it up to Rs. 200. It was also decided
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that it would be better to have a good-looking building in a econsprcuous
site near His Highness’s palace. That I think would account roughly
for the other Rs. 100. The Rs. 300 which the State originally decided to
charge was based on the very low percentage of 3§ rental on the capital
cost. Subsequently the State discovered that in British India the rental
was based on 83, that is 6 per cent. on the capital cost, and I think 24 per
cent. for maintenance. On that basis we should have paid Rs. 536 a
month for this building. The State however agreed to take Rs. 400 a
month. These are the facts of the case.

177. Chasrman.—Was it a more luxurious building than was neeces-
sary ?

Myr. Sams—In the sense of embellishments ?

Chasrman.—Well, in the widest sense.

Mr. Sams.—As regards embellishments, probably we could have had
the ordinary plan, four walls and a roof, but we were anxious to have
a nice-looking building. The amount of accommodation was probably
50 per cent. more than the actual requirements at the time. Our
experience has always been that we generally under-estimate the expan-
sion and we find that in a few years the building is too small for us. In
this case, I should say that 50 per cent. was a liberal amount for expan-
sion but not out of the way.

178. 8ir F. Gauntlett—There is a general point here, Sir whieh has
been raised two or three times recently at home. And that is the desir-
ability of having public buildings in the most expensive streets in the
various towns in which they are situated. I think there has been a
marked tendency on the part for instance of the Labour Exchanges to
get off high streets into bye streets. I don’t see that that is possible in
the case of a Post "Office.

Chatrman.—It is a question whieh is always arising in every country
as regards the Post Office. You have got the question of the msthetic
liability of the Government to set a reasonable standard of art in its archi-

Mr. S8ams.—The general line we take, Sir, in these cases is that in
the caglgal of a ¥rovince or the capital of a State we like to have a hand-
some building of which we can be proud. In smaller places we are con-
tent to have something less. That is the line we take. For imstance,
in Bombay we have probably got the finest building in the place. Simi-
larly in Nagpur. In Rangoon we want the finest building. And in
Lucknow we are going to have it.

l.]‘1'4;9. Mr. N. M. Joshi—Was the original building quite unfit for the
wo

Mr. SBams.—It must have been. I haven’t gone into that but that
was obviously the case. It was far too smull. '

Mr. Rangaswami Iyengry.—It raises the i
1 , general question as to to what
extent we may allow the Post Office or for that matter #+ny other depart-
ment to antieipate prospective expansions or to anticipate prospective
profits and we are in the meanwhile facing losses, because we have
commercialised the department. ’
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Mr. Bams—You have only to look at the postal statistics to see
that the work does steadily go up. Therefore, when e build an office
which is going to last for a hundred years or even 75 years, we must
arrange for expansion, otherwise we would find ourse'ves in difficulties.
As a matter of fact, we do.

Mr. N. M. Joshi—But here you were not going to have your own
building.

Mr. Sams.—Because in an Indian State we never do. We always
either rent it from a private person or the State builds it for us.

Sir F. GQauntlett—Isn’t it a very moot point, Sir, whether it is
cheaper to build a building which may accommodate the post office for
a period of 40 or 50 years than to put up a building which will only meet
the needs for the present and build a new building ten years hence

180. Chasrman.—I think Mr. Sams has overstated his case. As a
matter a fact, it is nearly always wise to get a larger site and leave room
for expansion. I think you are perfectly justified in making room for
provision for expansion in the case of a new building say for a period
of ten years. That is a reasonable provision. You wouldn’t put up &
building that is supposed to meet your expansion for 40 years unless
you have got some means of renting off a portion of it. If you cannot do
that you leave out a wing of the building.

Mr. Sams.—That is exactly what has happened. Take the case of
the General Post Office in Calcutta. Originally it housed the Director
General, the Postmaster General and the Post Office. First the Director
General went into other accommodation, then the Postmaster General
went. We filled up the big building by putting in other officers who
were gradually pushed out.

181. Chasrman.—Are you satisfied that you have not got a tendeney
to be oversanguine in your building and looking too far ahead ¢

Mr. Sams.—No, Sir, our experience is usually the reverse. We are
nnder-sangmne We under-estimate our requirements and we find
in fewer years than we anticipated, that we have to add to the bmldmg
That has been our experience in the past.

182. Mr. N. M. Joshi—Is it not possible to deviie some plan of
building which will be such that you can go on adding to it every five
years !

Mr. Sams.—Yes, we can sometimes ; not only can, but do build
with a view to being able to extend.

183. Mr. N. M. Joshs —Have you got some model form of building
for post office requirements !

Mr. Sams.—We have a standard form for the smaller buildings, not
for the big ones. Because we are very much tied down by the shape
of the site. It varies so much from place to place.

CRairman.—You have, I suppose, some general ruie as to the amount
of cubic space that you allow for a given quantity of werk 1
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Mr. Sams.—We have a standard but the standard is being revised : we
are not satisfied that it is quite correct, and the idea now is that a Post-
master wanting a building should work out his existing requirements and
then say how much he thinks we ought to allow for expansion, which in
a go-ahead place like Rangoon would probably be 75 per cent. or some-
thing like that, but in a quieter place probably 10 or 25 per cent.

184. Mr. N. M. Joshi—Is there not a tendency in the department
as a whole to have finer buildings and better buildings ; because you may
remember some time last year there was the case of a building in Bombay,
and we found that they had taken a place for higher rent when rents
were going down in Bombay because they wanted a better house !

Mr. Rangaswamy Iyengar—There is probably a tendency on your
part to take a bigger building than you need have ?

Myr. S8ams.--1 do not think so. We know what the staff is and we

have to have a building big enough for that staff, big enough for a cer-
tain amount of accommodation.

185. Mr. Kangaswamy Iyengar—What 1 really want you to face
is this. We are now dealing with the question of capital expenditure
as well as revenu:z from the point of view of the commercial basis of it.
If we are going to treat the post office administration as a matter of busi-
ness, the actual capital invested must have some relation to the return that
vou get out of it.

Myr. Sams.—That is so. But as I have said just now, in certain speci-
fied places, like the capital of a province, or the capital of a State, I think
we are justified in having a building which is aesthetically good to look
at. But as I say, in unimportant places we do not mind so much, we base
our buildings simply on utilitarian methods.

Mr. Bangaswomy Iyengar.—What I am saying is this, that even from
the point of view of aesthetics it has a business basis.

Mr. Sams—Big firms in Calcutta, Bombay and elsewhere certainly do
not neglect the aestheties point of view.

Chairman.—They have an advertisement value, but is there any com-
mercigl value ?

Mr. Ryan.—Might 1 mention that in the case of every building project
.of any magnitude we always consult the Consulting Architect of Government
and this question is invariably looked into now-a-days at any rate with a
view to seeing that they are not doing themselves too well.

186. Chasrman.—I suppose it is true that the introduction of commer-
cial system of accounts has put an additional incentive on the post office to
see that its outlay on buildings is likely to be reasonably remunerative ?

Paragraph 40.

187. 8ir F. Gauntlett—This shows very big savings on the original
grant that is, 30 per cent. under non-voted and 9 per cent. under voted.

My. Rangaswamy Iyengar—This question also arises under the central
revenues. So far as the post office is concerned, can you put it to this reason
that whereas in the case of non-voted expenditure you are sure that you will
get supplementary grants in the usual way, so far as supplementary grants
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under the voted are concerned you have to go to the Assembly and it would
be safer to put a larger figure at the very start ? '

Mr. S8ams.—No.

Sir F. Gauntlett.—Is not that the other way round ¢ The saviugs on
the non-voted was 30 per cent. more than it need have been.
Mr. Rangaswamy Iyengar.—Then I am mistaken.

Paragraph 41.

188. Chasrman.—These are points to which the last year’s Committee

paid a great deal of attention and the fruits of the observations of that Com-
mittee will be found in next year’s report.

My. Cocke.—Some of these points were dealt with by the Committee
before last also.

8ir F. Gauntlett.—The only general conclusion is that the cuts on public
works and establishments have not yet reached the maximum point possible.

My. Badenoch.—There were no cuts in 1925-26 at all. There was a cut
in 1926-27.

Paragraph 45.

189. Chasrman.—Here we come to a case of overestimate.
point in page 42 at the end of paragraph 45. (Reads).

My, Badenoch.—The construction programme of the Posts and Tele-
graphs is conditioned very much by the demands of railways. Every year

the Telegraph branch has to construct lengths of line in connection with
Railway development. Very often, previously, rough projects may have
been only in existence when the budget was framed and it was the custom
to provide in the budget for construction of lengths of telegraph line in
connection with projects which eventually might be dropped altogether.
It has been decided that ‘there should be provision in the budget only in
connection with projects which have reached a fairly advanced stage, or in
connection with which there is certainty of completion. But very often,
some of the projects which were contemplated at the time of the budget
but not provided for do fructify during the course of the year and the
Railwey Department comes to the Telegraph Department and says, we
want you to construct these telegraph lines. There is no provision for
them in the budget. :

Myr. Sams.—We would welcome a system of budget by which we’
could get funds automatically instead of having to arrange for them by
more or less guess work, and then having a lapse.

140. Mr. Rangaswamy Iyengar—Would you accept the present policy
which has been pursued in respect of railway capital expenditure t All
these railways send up their schemes and their cost and they are all
totalled up and the way Board definitely cut down a very large slice
of it. Suppose they want 30 crores the Railway Board put down 23 or 25
crores. *

Mr. Ryan—That is what we have done for 1927-28.

Mr. Rangaswamy Iyengar—If in the course of the year you are able
to bring a project for which additional money is required you will be
able to find the funds. On that basis the cut will be fairly drastic. But
in the meanwhile if yvou find that the speeding up of your projects or

There is a
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some new development makes capital expenditure necessary, you can come
and ask for a grant. That would be far more satisfactory.

My. Badenoch.—It is essential that the Telegraph Department should
comply with the Railway Department’s demands, otherwise it will hamper
the operation of Railways.

Sir F. Gauntlett.—Is it not rather indicative of the need of co-opera-
tion between the railways and the posts and telegraphs ¥ The railways
are now working very big systematic eonstruction programmes, and as
was pointed out, telegraph extension is a necessary corollary of the rail-
way construction. Therefore, whenever there is a railway construction
going on there ought to be a systematic attempt to get the telegraphs con-
structed for it.

Mr. Sams—We do as a matter of fact base our projects on the infor
mation we get from the railways. Bat the information we get is not always
reliable. We may find ourselves with a big lapse.

191. Chairman.—You have a budget department, and would it not be
possible for your budget department in consultation with the Financial
Commissioner of Railways to arrive each year at a very much more accurate
estimate than now ?

Mr. Sams—We are trying to do that, but we want to get some method or
arrangement by which we shall be able to know much more definitely than
at present what the railways want us to do in the ensuing year.

192. Chasrman.—Can you not frame the budget estimate in close eon-
sultation with the Railway Department 1

Mr. Sams.—I think we are working fairly well up. We have got our
programme pretty well fixed.

Mr. Badenoch.—1 do not think that the Railway Department have very
much consideration for the posts and telegraphs department. They say,
we want a certain line, though they have not made up their minds whether
they will actually construet the particular length.

193. Chairman.—Have you got figures for this year before us showing
the amount that you rrovided for railway work and the amount that you
actually spent ?

Mr. Sams.—1I have not got them here.

Chairman.—I think it would be as well if we had these figures and then

'w'e will ask the Financial Commissioner for Railways to account for the large
difference.

Mr. Ryan.—1 think he won’t be able to account for the difference, be-

eause there has been the practice in this department of providing in addition
to what the railways ask for, for a reserve..... P 8

194. Chairman.—Do you think that we can, by drawing the attention
of the Railway Commissioner, securc some closer consideration by the Rail-
way department of your rceds 1 °

. Mr. Ryan.—If we do so with the backing of the Public Accounts Com-
mittee we may hope for more sympathy from them.

Mr. Bams.—I wounld certainly like to 3
tainl; * to get down to some system an that
We can get a closer proportion between expenditure and estimate,
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Rir F. Gauntlcti—I have not made any comment because 1 have felt
that co-ordination is the real solution. It may be necessary to provide for
unforseen emergencies by a small reserve, but it is co-ordination first and
foremost.

Mr. Badenoch.—My point really was that you could not provide for a
very big capital outlay in the budget. If there was some sort of convention
guaranteeing provision to the posts and telegraphs department in connec-
tion with railway construction......

Chairman.—Some of these devices get us so far away from what budget-
ing ought to be that you ought to be careful that you do not over-stress the
danger of over-budgeting. If you come forward with a budget for 20 lakhs
for construction of railway lines and you actually spend 50 lakhs
during the whole of the year, that would throw out the whole
of the budget position. The first thing to do is to get as near
an estimate as you can. It is impossible on a revenue expendi-
ture to say that you will provide 20 crores, and if you are able to spend
you will give another five crores—you cannot have a budget on that basis.
I wonder if we could have before us the amount asked for by the Railways
this particular year. 1925-26, the amount provided and the amount actually
spent, if you like with comments, and also what you are doing in 1926-27
and 1927-28, so that we can then take up the question with the Railway
Commissioner.

Page 50.

195. Mr. Joshi.—It would have been better if these comments had been
given below these statcments.

Mr. Badenoch.-—1t is very difficult. I tried to do it, but it would have
very much delayed the report.

8ir F. Gauntlett.—T think this question has been considered by nearly
every province, but Madras is the only province that has been able to do it.
The press there has apparently been able to tackle the problem but not
elsewhere. Mr. Kaula will be able to tell you. He went into this question
in detail and he will be able to tell you all about it.

Page 52.
196. Chairman.—Is this a special complaint ?
Mr. Ryan—1It has been settled now. .

Sir F. Gauntlett.—That is a general difficulty with nearly every’
account. It is very difficult for the officers at home with the utmost good
will to follow strictly our system of classification because they are not in
close touch with us.

Page 58.

197. Sir F. Gauntlett.—I have a generak comment on that. (Reads.)

My, Sams.—The lapse is glmost due to over-budgeting of sterling over-
seas pay the provision for which was made by the Finance Department.

Sir F. Gauntlett.—That appears in nearly all the reports.

Mr. V. K. Aravamudha Ayangar—We had to make the estimateg at
ver{h short notice. We had no time to echeek them but we sintply eonsolidat.
ed them.
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Sir F. Gauntleit.—It does appear. everywhere, but next year it ought

to be different.
My. Sams.—Item 2 has been rectified in subsequent estimates.

Page 64.

198. Mr. Cocke.—What about that figure of Rs. 2,98,000 on the stores !

Myr. Sams.—The increased expenditure is due generally to the failure
to work up to the issue programme.

Mr. Badenoch.—The on-cost charges were calculated on a certain issue
programme and that issue programme we failed to work up to.

Sir F. Gauntlett.—So long as the estimates for works programmes are

not worked up to and there is a serious difference it throws out the figures
all over the accounts.

Page 66.

Mr. Badenoch.—The second paragraph at the top—the comment is not
justified. It should be cut out. The deduct entry was not ignored.

199. Chairman.—At the bottom of that rage. Have you anything to
say with regard to maintenance !

Myr. Sams.—At present the engineers find it difficult and there is a
complaint and that is being looked into. If they use their staff for projects,
they have not enough staff to devote to maintenance.

Chasrman.—It is a question not of money but of staff ?
My. Sams.—So they say, but that point is being lpoked into.

200. Chasrman.—What about the explanation that the money is dis-
tributed at the end of the year ! Is that unavoidable ?

Myr. Sams—If they do not get it in good time it is not much good to
them.

Chasrman.—1 quite understand it. But why was it not distributed till
the end of the year ?

Mr. Sams.—It may be that we did not hear of it in time.

8sr F. Gauntlett.—Nearly one lakh was added to the provision on re-
_appropriation ! )

Mr. Badenoch.—I think the engineers themselves are mostly responsible,

_ 8ir F. Gauntlett.—That general question about establishment is a very
mmportant question because I think the history of the 150 erores on railways

shows conclusively that you cannot spend the money unless you have estab-
lishments to spend it.

Mr. Sams.—We are going Very carefully into the question of staff for
the engineering braneh and I hope we shall ¢ome to some satisfactory con-

:lusion, 80 as to be able to devote the staff both to construction and to main-
nance.

201. Sir F. Gauntlett —Latter half of note (4)—the controlling officer
forgot to allow for adjustment. That is the old question again, indicating
the neeessity for controlling officers watching their liabilities.
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Chairman.—And the general question of making adjustments quarterly
instead of yearly. Is that being done in the post office ¢

Mr, Badenoch.—In the case of stationery and printing it is being done,
but the great difficulty is in the case of adjustments in connection with
buildings. I think 75 per cent. of the adjustments come through either at
the very end of the year or after the financial year.

202. Chairman.—Why should that be so ¢

Mr. Badenoch.—The Public Works Depariment work during the second
half of the year more than in the first half.

~ 8ir F. Gauntleit—Where adjustments can be made early they are
be!ng made monthly or quarterly, for instance in the case of stationery and
printing. '
203. Chairman.—Is the vast proportion of your adjustments being
made either monthly or quarterly
Mr. Badenoch.—1I should say so, a large proportion.

Sir F. Gauntlett—This particular case is an illustration. If it is
a fixed sum of Rs. 60,000, it can easily be allocated, 15,000 per quarter.

Mr. Sams.—Provision has been made for this 60,000.

204. Chairman.—Page 67. Have you any general statement to make,
Mr. Sams ?

Mr. Badenoch.—About English stores, this is a very bad mistake in my
office. Stores were brought on to the ledgers but account adjustment was
not made. Owing to the fudging of a trial balance the officer could not
see that mistake had been made. It is a case for disciplinary action.

205. Mr. Sams.—As regards (b), a Standing Committee has been
constituted with powers in the matter of deciding the mode of disposal
Stores of the value of Rs. 4 lakhs and odd have so far been dealt with by

the Committee.

Chasrman.—What is being done with the stores ?

Mr. Sams.—Sold to different people in India.

Chasrman.—What kind of stores are these ?

Mr. Sams.—Wires, bolts, obsolete instruments.
_th2,06. Mr. Cocké.—Have you got much more stores like that to be dealt
w1 .

Mr. Sams.—The Standing Committee keeps on dealing with stores
for which we have no use.

Myr. Rongaswami Iyengar —How much more have you to deal with in
this way ¢

Mr. Sams.—I cannot say what the balance is.

Mr. Rangaswami Iyengar—I1 think we did have a huge balance of
unserviceable stores.

Myr. Badenoch.—There is considerable balance of stores due to over-
buying of instruments which are obsolete now. My audit office is going
through the whole ledger and they bring to the notice of departmental
authorities cases in which stores are not being used for over a year.

H164Fin



907. Chairman—Are these surplus stores being added to ®F new
purchases now or have steps been taken to prevent ever-buying ¢

Mr. S8ams—The whole system of purehase has been reerganised.

Mr. Cocke.—When did this over-buying take place 1

Mr. Badenoch.—1930-22.

Mr. Cocke.—Has anybody made any investigation im commectiom with
this matter !

Mr. Sams.—I cannot say. 1 shall let you know.

208. Mr. Rengaswams fyenger—What de you mean by unservieeable
stores written off ¥ Is that the net loss en the disposal of the stores ?

HMr. Sams.—Yes.

Mr. Rangaswam: Iyengar.—Can you give me any idea as to what is
the percentage of recovery ?

Mr. Sams.—1It is all scrap.

200. Chasrman.—Could you put in a fairly cemplete memorandum on
the subject of surplus stores ?

My. Sams.—Yes.

8ir F. Gauntlett.—Does the question arise as to the check whieh
is now exercised when demands come in for further buying ?

AMr. Byan—Lt is a guestion that ought to arise. I think there is at
puesent toe much power in the engineering brameh to indemt for stores
from England without always having a perfeetly clear idea of what they
would be used for. There is no complete check over it at present.

Mr. Rangasswaws Iyengaer—Do you think, Sir, that there is any com-
mithoe thet is eompetent to leak into the guestion !

Myr. Ryan.—If they are not competent to decide on surplus, I do net
know whether we will get one thet is.

Mr. Rangaswami Iyengar.—l am asking whether you can set up some
machinery of checking ? ’

Mr. 8ams.—I1 think really the Financial Adviser ought to pass these
indents and specially look into the items. T think it would be a very good

thing %0 bave some cheek amd 0 ask the officers ¥ho indemt te state speci-
- fieally what each kind of store is for.

Mr. Ryen—The presemt Chief Eagineer doss wateh she stores ex-
penditure very closely.

Chairmaon—We had better recammend the subjeet to the attention of
the department. ’

Myr. Badenoch—We do bring to the notice of the department any cases
in which stores have not been issued for a year.

Chairman.—That is after the event. 1 am now on the question of
what the department itself can do to make sure that it is net ordering un-

NMr. Sams—Indents of special officers for things showld be

challenged much more freely. I bad to pt cnch expensive ‘tom
wasf?i‘?theywou!d”bemnﬁgfy i
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Nir P. Gauntlett—The other point is what steres already exist which
might be used for that purpose. There are many peints te be taken into
coasideration in checking new indents.

Mr. Rangaswami Iyengar.—The question should be examined as to
what extent things that are ordered out from home can be actually ob-
tained here.

Chasrman.—What we want is that the department should cemsider

very earefully whether existing arrangements for indenting cannot be im-
proved. We will make a recommendation on this point and leave it there.

Page 68.

210. Mr. B. Das.—About the High Commissioner classifying the home
charges, I think the High Commissioner is under the Government of India.
One of the Accountants General or an account official of India might be
lent to the High Commissioner who ought to have an officer from India.

Chairman.—I1 think it has been stated that these difficulties have been
met.
Page 81.

211. Sir F. Gauntlett.—There is a comment at page 81, head 5. The
actual expenditure was just two-thirds of the appropriation.

Myr. Sams.—The estimate for repairs to buildings were furnished by
the L.ucal Government who used to carry out the work. The matter has
been taken up with Local Governments with a view to prevent recurrence.
In 1926-27 a large proportion of the work was carried out under the de-
partinental supervision of the engineering branch. There is lesser chance
of a thing like that recurring.

Chasrman—Your own officers will in future give you estimates ?
Mr. Bams.—Yes.
Page 84.

212. Sir F. Gauntlett.—There is another very big over-estimating on
repairs. 57 per eent. was saved, nearly Rs. 2} lakhs.

Mr. S8ams-—That is partly attributable to the abandonment of the
work of the Diamond Island radio station. Owing to a misunderstand-

mg and also to the uncertainty that existed at the time regarding alloea--
tion of expenditure, double provxslon seems to have been made onee under

thns head and onece aiam under 56’1 (b) for renmewals and replacements.
It is also alleged by the Divisional Engineers concerned that stores to the

value of about Rs. 1,34,000 were actually issued to works and accounts
showed an adaustment of only Rs. $9,600. The matter ig still under investi-

gation.
213. Chairman.—The abandonment could not be foreseen at the time

of the budget ¢

Mr. Sams.—Absolutely not.

Mr. Rangaswemi Iyengar—When did this intimgtion from the Burma
Government come to you {

Mr. 8ams—1 cannot say. It was reseived after the budget had been
prepared.
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214. Mr. Joshi—Is there no automatic method by which the Finance
Department can find out this double budgetting ?

Mr. Sams.—In this case the mistake was purely due to the novelty of
the system.

Mr. Badenoch.—I do not think very much blame could be put on bud-
getting officers. The whole idea of charging certain portions of expenditure
to renewals and replacements which previously had been charged to Reve-
nue quite upset the calculations of the budgetting officers. I do not think

they can be blamed because the rules were issued when the budget wasg
being presented.

Page 93.

215. Sir F. Gauntlett—What I say is that no grant can ever be for-
mally reduced by surrender.

Page 96.

216. Chairman.—The Auditor General has a comment here. It is the
general question of over-estimating.

My. Sams—Excluding stores suspense and the supplementary grant
of 11,26,000 the pereentage for 1925-26 was 46.8 ; and for 1926-27 ex-

cluding stores suspense it was only 12, which shows that we have made an
improvement.

Chairman—Next year’s account will show an improvement ?
Mr, Bams.—Yes.

Page 101.

217. Mr. Joshi—The Aeccountant General is very glad that a larger
proportion of stores was purchased in India. I should like to know whether
the remaining quantity of stores (for 9 lakhs) could not be either pur-
chased or manufactured here. Is the department making any effort in
that direction ?

Mr. Bams.—We everything we can in India. One grest advantage
ofthatisthatwehag:tnot gottokeepsuch.largestoeksaswemdtokwp
previously. We are now getting in India insulators, copper wire, battery
jars, mild steel sheets and pig iron. Until quite lately, we wsed to get
* most of these from England, because then there was no wire manufactured

in India at all. . :

My. Joshi.—As regards the other stores, can you not attempt to manu-
facture them here ?

Mr. S8ams.—We try to get as much as possible here. We make a lot
of our own instruments in the workshops at Alipore such as all kinds of
telephone receivers and a good deal of the telephone sets.

Page 105.

218. Sir F. Gauntlett.—The point of my comment is that there are
classes of expenditure which if they were incurred in the Indian Telegraph
Department could be regarded as Capital outlay and not charged to Reve-
.nue, while in the Indo-European Telegraph Department it is capital out-
lay charged to Revenue.
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Mr, Ryan.—I am afraid that is really a question that the Finance De-
partment will have to answer. It is a fact that there is that difference
of practice but it is really more a matter of general finance.

Chairman.—It is simply a continuance of old practice.

219. Mr. Rangaswami Iyengar —The accounts of the Indo-European
T'elegraph Department do not come into commercialisation ¢

Chairman.—They are separately commercialised. It does not affect
the profit and loss account of the Posts and Telegraphs Department at all.
The Indo-European Telegraph system of course has a method of accounts
of its own. It is generally undesirable to disturb it.

Paragraph 69.

220. Chasrman.—The loss is due to the charging of interest on the
Capital.

Sir F. Gauntlett.—There is also a comment which shows that abnormal
transactions during the year prejudicially affected......

221. Syyvd Murtuza Sahib Bahadur.—Has settlement been brought
about between the Persian Government and this Government regarding the
clearing of arrears amounting to Rs. 1,87,000.

Mr. Badenoch.—I do not know that they have been settled. We held
back this rental in order to pay ourselves the capital outlay that we under-
took on behalf of Persia. It is rather a screw to enforce settlement.

Ssr F. Gauntlett.——It was taken out of Revenue into deposit so as to
be available when the demand is to be settled.

Chasrman.—The answer is that no settlement has been arrived at.

Page 109.

221. Mr. Joshi.—The office has got a Director in Chief in London ¢

Mr. Sams.—Yes.
Myr. Joshi—Is there any reason why it should be in London !

My. Sams—That is a question that has been freely discussed and it
is being examined now in the Department of Industries and Labour whether
it is possible to devise a system for having the control in India. There is
a great deal of difficulty involved, it is a complicated business. But the
guestion is at present being gone into.

992, Chairman.—Any comments on paragraph 75. The Committee
will presumably have to recommend to the Assembly the excess grant voted.
So we must look into it. ,.

Myr. Badenoch.—The supplementary grant was under-estimated and the
reason is given in the second sub-paragraph on page 114.

Sir Frederic Gauntlett —It is really due to the introduction of the new
gystem which has been enforced during the year.

Chairman.—The Committee will, I think, follow it. It is a big ad-
justment and does not involve any question of principle.

Mr. Badenoch.—It is due partly to the fact that they could not work

up to the stores programme.
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223. Chairman.—Has any member got any questions to put on
Appendix I ¢

Myr. Joshi—With regard to the disposal of Profit or Loss on page
149 of the report, my difficulty is that the incentive offered there is not
quite 3 strong one for economy. I would therefore like to ask the depart-
ment whether they have got any ofher incentive for economy while they
are making profifs year r year. 1 know they are working to improve
the lot of the employees and that is one strong incentive. Besides this,
ig there any strong incentive for the department to make economies and
keop their organisation quite eflicient and economical such as the extension
of postal facilities or reduction of rates !

My. Sams.—We have not got the incentive to economy that a commer-
cial firm has of paying dividends ; but I think we are more or less con-
acientious officers. We try as far as we can to make the money go as
far as it will in order to give as many facilities as we can with the money
at our disposal and to keep down the expenditure. We have the Financial
Adviser on the one hand looking after us, the Accountant General on the
other and we have you gentlemen here before whom we have to appear and
answer to your critisisms on our unnecessary or extravagant expenditure.

Mr. Joshi—I1 do not deny that the officers are not conscientious but
it is human nature that when the money is available, you spend it a little
more freely.

Chasirman.—How does it differ from any other department ?

Mr. Cocke—The alternative is to hand it over to a Limited Company.

My, Joshi—I1 do not wish that it should be done but at the same time
some facilities in the way of low rates or extending the facilities far and
wide should be afforded.

Mr. Sams.—Our estimate of profit at present is only 8 lakhs and you
cannot do much with it. For instance, we cannot undertake the whole-sale
reduction of rates. What we are doing at present is to extend postal and
telegraph faeilities.

Mr. Rangaswams Iyengar.—I1 do not think any public department can
be properly concerned to have an incentive to economy.

Chasrman.—It has got a whip to economy in the Finance Department.

APPENDIX IL

224, Mr. Joshi—With regard to paragraph 4 (2), the disciplinary
action appears to be inadequate.

Mr. Sams—I must admit that technically the Divisional Engineer was
responsible for the irregularities but at the same time he is also respon-
sible for his engineering duties. In this particular case this officer was
actually holding charge of two divisions at the time.

Mr quenoch.—Tpe defalcation briefly was that a clerk in the office
of the Divisional Engineer, Rawalpindi, misappropriated the receipts on
seccount of telephone rents and telephone trunk call fees. He gave proper
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reeezpts to the parties and in some cases the Divisicnal Engineer himself
signed the receipts, but the receipts were not taken to the eash aecodnt.
The reason why the disciplinary action was insufficieat is that you enferee
on the officer responsible the responsibility for the aeeuraecy of his cash
book and also for bringing to account money which he has duly acknow-
ledged. In several cases where the Divisiomal Emngineer had actually signed
the receipts there was ne eredit at all in the eash book.

Mr. 8ams—The action takeh was that the Directer General expressed
hris diepleasure.

225. Mr. Rangaswami Iyengar-—Don’t you think it is a case for the
recovery of the amount ¢

Mr. Sams.—The Divisional Engimecr had an aecountant and it was
the duty ef the aecomntant to see that the thing was going right. The
Divisional Engineer is in charge of two divisions and the whole of his
time is taken up by his engineering work.

Sir Frederic Gauntlett —I may point out that the accountant is not
responsible for cash.

Mr. Cocke.—Is it usual for officers of this type to check their books
with the receipts they sign ?

Myr. Badenoch.—If they do not, we pull them up.

Mr. Cocke—In a commercial firm the accounts are left to internal
check.

Mr. Rangaswami Iyengar—The question is not so much of punish-
ment: is he not liable for the money ?

My. Sams.—The Director General held that he was not liable for the
money : he thought that the accountant should have seen to it. It was the
duty of the accountant to check the cash book.

Mr. Badenoch.—The accountant is responsible for the accounts: the
Divisional Engineer is responsible for the cash.

Mr. Rangaswami Iyengar.—Is it the case that the Engineer himself is
in charge of cash ?

My. Badenoch.—Divisional Engineers are always in charge of it.

Sir Frederic Gaunilett.—The accountant cannot be accountable for
cash and if there is that general impression that ought to be removed.

Mr. Badenoch.—I admit that the system of making the Divisional -
Engiueer responsible for all receipts was wrong. It did impose heavy
financial responsibility on him and the work had outgrown the capacity of
the Divisional Engineer to supervise.

Chairman—The point is that a duty was imposed upon him which it
was physically impossible for him to carry out completely.

Mr. Badenoch.—I do not admit that that absolves him of the respon-
sibility of seeing that the money that he receives is brought into the cash
book.

Chairman—Mr. Sams has admitted that the responsibility was there
and he has censured the officer for what he has dome. The question is
whether the censure is enough or whether something more ought to have
been done. I think it is important that we should in some way draw the
attention to the unacceptability of the argument that the accountant was



72

in any way responsible. That point has also been recognised by Mr. Sams.
I am personally inclined to think that a mere censure was not an insyffi-
cient punishment, if we can clearly realise the position that the accountant
was rot responsible for the cash.

Myr. Sams.—I think the Engineer might have relied on the accountant
to see that the accounts were properly maintained.

Sér Frederic Gauntleit.—I can only say that the accountant cannot
possibly see whether the receipts have passed into the cash book or not.
If the money does not go into the cash book, the accountant does not know
whether the money has come in. It is a fundamental misconception of
the position of the accountant.

Chasrman.—We will draw attention to this matter in our report.

The Committee then adjourned till 11 A.M. on Monday, the 8th August
1927.
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Evidence taken at the 4th meeting of the Public Accounts Committee
held on Monday, the 8th August 1927, at 11 am.

PRESENT :
(1) The Hon’ble Sir Basil Blackett, K.C.B., K.C.S.I,, Chairman.

(2) Mr. H. G. Cocke. b
(3) Maulvi Abdul Matin Chaudhury.
(4) Mr. B. Das.
(5) Mr. A. Rangaswami Iyengar.
(6) Maulvi Sayid Murtuza Sahib Bahadur.
(7) Mr. N. M. Joshi.
(8) Mr. G. Sarvotham Rao.
(9) Mr. K. C. Neogy.
(10) Sir Frederic Gauntlett, Auditor General. 1

(11) Mr. G. Kaula, Accountant General,
Central Revenues.

(12) Mr. C. W. C. Carson, Controller of Civil

> Members.

Accounts. s Were also present.
(13) Mr. T. K. Rajagopalan, Officer on Special

Duty.
(14) Mr. D. C. Campbell, Director of Com-

mercial Audit. J

A. H. Lloyd, Member, Central Board of Revenue, Witness.

226. Chasrman.—Before we come to the Audit and Appropriation
accounts there are one or two points for the Central Board of Revenue
arising out of the Finance Department Resolution. Paragraph 14 of the
Finance Department Resolution relates to the question of framing a new
set of rules for giving adequate but carefully defined powers to the officer
who is in charge of a major work in a remote part. That of cqurse is a
general question to some extent. It also has particular reference to the
Northern India Salt Department. The Committee decided, I think, that
we should ask the Central Board of Revenue whether they had any views
to express on that point.

Mr. Lloyd—We have considered carefully this recommendation with
reference to the working of the Northern India Salt Department and to
our experience since that Department came within our control. We are
satisfied with the ordinary rules and we have decided that we do not
want to ask for any special rules which would relax the ordinary rules
on the ground that Khewra and Sambhar or any other place is remote. We
think just as strict control should be kept over capital works in such cases
as over any other capital works. The ordinary rules are primarily those in
the Civil Account Code and secondly the Public Works Code. On a
few points the Public Works Code has needed modification to make it



74

sppliexble to owr comditien, and those modificatiens have within the conrse
of last year been discussed amd settled im consultation with the Audit
Officer. I would with your permission suggest that the Audit Officer who
is present should indicate the points in regard to which slight modifications
in the Public Works Code have been considered necessary.

Mr. Mukherjee—As regards the Salt Department there are two kinds
of expenditure—manufacturing charges and eapital eonmstrunetiom works.
As regards the first the ordinary rules of the Civil Accounts Code have
been found suitable and they have been applied all along and no practical
difficulty has been experienced so far. As regards eapital comstruction
works, there was a certain amount of misunderstanding in the past, and it
was not quite certain whether the Public Works rules were accepted by
the Department. Last year the question was discassed with the Central
Board of Revenue and it accepted the general rules of the Publie Works
Department as governing the expenditure on construction works in the
Department. The modifieation which has been referred to is practically
very small—in fact, there is hardly amy modification at all, except that
certain diffieulties were experienced owing to the fact that the general
manager of the salt sources had mnot any power for giving sanction to
original works. We have since delegated eertain powers of sanction and
with that delegation the position seems, to me at least, to be quite all
right.

227. Chasirman —We shall be coming to the specific cases later on. As
regards the general question, are there any questions !

Myr. Rangaswami Iyengar—You said that both the Civil Account Code
and the Public Works Account Code will be quite sufficient. What I want
to know is whether in regard to these works it is possible to prepare an
account of what may be called profit and loss. { find that the Central
Board of Revenue and the audit people have both referred to the fact
that there may be schemes which have not paid a proper return or have
resulted in loss. Do you think the Civil Account Code will permit a state-
ment to be prepared to show profit and loss ¢

Sir F. Gauntlett —Whenever a Department is put on a commercial
basis the actual audit work is ordinarily split up between two authorities.
Mr. Mukherjee. under Mr. Kaula’s guidance, is responsible for what I
may call all the non-commercial accounts. The commertial accounts are
directly under the control of Mr. Campbell who is here present. He is

responsible for all the check on the commercial accounts which flow from
the ordinary accounts.

_ 228. Mr. Rangaswami Iyengar—What I want to know is : Is the
Civil Account Code quite sufficient for the officers to get on with in dealing
with the business that has got to be done ?

8ir F. Gauntlett—No, and that is why Mr. Campbell checks the work.
That is why Mr. Campbell, through his officers, has spent many months
in installing a system of commercial account and in training an accountant
to keep those accounts. If you wish to hmow any more details, Mr.

Campbell will give them to you. The trained accountants work directly
with Mr. Fergusson’s office at Delhi.

Mr. Rangaswami Iyengar—What I want to know really is whether the

Civil Account Code as such could be lied to commereci i
the Code which eovers commercial :gopouta | « 'al sccounta, is that
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Swr F. Gauntlett.—No and that is why Mr. Campbell is here so as to
sapplement t.he rules which are laid down in the ordinary Account Cede.
Perl'gaps I might explain how the work is actually conducted. There is #
-considerable amount of expenditure which is incurred in these Departments.
That expenditure is accounted for and is audited according to the rules
in the ordinary code. For all that branch of work, Mr. Mukherjee under
Mr. Kaula is directly responsible ; but when it comes to bringing to light
the actual commercial results, that is done by accountants trained under
Mr. Campbell.

Chairman.—For purposes of expenditure control, the Civil Account
Code works, but you have to supplement that by this commercial audit for
the purpose of bringing out profit and loss ?

8ir P. Gauntlett.—Yes.

229. Mr. Neogy.—May 1 know if two sets of accounts are kept side
by side simultaneously ¢

Sir F. Gauntlett.—Mr. Kaula through Mr. Mukherjee maintains the
actual accounts of the expenditure and the receipts. In addition to that
there are accounts maintained by Mr. Fergusson as the Commissioner in
charge of all the operations, which bring out the commercial results, and
those commercial accounts are audited by Mr. Campbell. They were
initiated and installed under Mr. Campbell’s control and now they are
audited by him. We do not have two separate sets -of accounts actually
in the audit and accounts offices. We have the ordinary Government
account and in addition to that the head of the Department maintains a
set of commercial accounts which are audited by Mr. Campbell.

230. Mr. Rangaswami Iyengar —I am not able to get the hang of it
yet. From the point of view of civil expenditure the Civil Account Code
prescribes the powers of officers, but what I want to know is this :
There are certain items of expenditure which is quite competent to the
officer to incur under the Civil Account Code : but if it is a commercial
proposition he ought not to incur that expenditure if it is shown that
the expenditure will result in loss. Therefore is there any check on that,
and how do you find that out ?

Sir F. Gauntlett.—Any restriction on expenditure will be imposed by
Mr. Lloyd as the head of the Central Board of Revenue.

Mr. Lloyd.—The ordinary powers under which we control the Budget
and the grant of sanctions and of re-appropriations are enough t6 meet
Mr. Rangaswami Jyengar’s point. '

Chairman—Your point is that this kind of expenditure which Mr.
Rangaswami Iyengar has in mind would be sanctioned or refused by the
Central Board of Revenue with reference to the state of the commercial
account, with reference to whether from a commercial point of view it is
likely to be profitable or otherwise.

Mr. Lloyd.-—I can safely say that that would be the attitude of the
Central Board of Revenue. .

931. Mr. Rangaswami Iyengar.—Therefore so far as the commercial
aspect is concerned the man on the spot will have no discretion but to
go to the Central Board of Revenue. For instance, he has got to buy
ssme stores at a certain price or he may have to employ certain labour
st a eertain wage. Supposing he finds that the wages are too high and it
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would not pay to employ that labour—if that is to say, from the com-
mercial point of view it would be a bad proposition, it would be perfectly
legitimate for him, from the Civil Account point of view, to incur the
expenditure ! What happens in such cases. -

My. Lloyd—1 see Mr. Iyengar’s difficulty but such cases have not
arisen in my experience. ~

Sir F. Gauntlett.—There are two aspects of the case. The Civil.
Account Code does not deal with sanctions, so that passes me out-of the
matter and Mr. Lloyd has to answer the point raised. I think Mr. Lloyd’s
answer is that he would always, when he is asked to sanction a thing, see
whether it is going to pay.

233. Mr. Rangaswams Iyengar.—Therefore I put it whether in all
cases where the commercial value of a proposition is involved the Central
Board of Revenue examine it and sanction it.

My. Lloyd.—I1 do not think I can undertake to say that the Central
Board of Revenue will examine every petty details of expenditure.

Chasrman —It goes a stage further back. In that stage it is the clear
duty of the Commissioner to consider the question of commercial results
and if it is a big expenditure he has to go up for sanction.

My. Lloyd —Of course in regard to small amounts, which are within
the power of the officer on the spot, it is not necessary for the Central
Board to control that ; they have no commercial importance. But in the
case of large expenditure, the Central Board of Revenue would certainly
examine it very closely.

233. Mr. Rangaswam: Iyengar.—Therefore I take it that so far as the
officer’s powers. are concerned, they do not go to the extent of enabling
him to incur expenditure which will have commercial results.

My. Lloyd.—I1 think all expenditure have commercial results.

Chairman.—He has no discretion for undertaking large expenditure
where it is a question of policy but only comparatively small expenditure
for continuing works which are already authorised, or for carrying on the
erdinary manufacturing operations ?

Mr. Lloyd—That is the case, 8ir. We keep our eye on the ordinary
manufacturing operations. If I might illustrate, during the current year
. the outturn of salt at the Sambhar Lake has been so great that we have
not very much left, I think there is nothing left, in the budget at Sambhar
for manufacture. We have therefore asked the Commissioner, if possible,
to postpone the beginning of operations until after the beginning of
thg next ﬂna_ncm! year. At the same time the mere accident of the
rainfall or climatic conditions may compel the Commissioner to start work
before the end of March 1928 and we cannot prevent his doing that if he

is compelled to ; but we do interfere to this extent that we say unless he is
compelled he must not do it.

234. Mr. Rtmga:waemi‘ Iyengar.—I agree ; 1 see the difficulty. You
have laid down the proposition that the Civil Aeeount Code is quite suffi-
cient and Sir F‘redenc‘has said that so far as the actual expenditure is
concerned, Mr. Mukhgr;ee audits the expenditure but after the expenditure
18 incurred our friend Mr. Campbell refashions the account on a
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commercial basis and reports from time to time exactly what is the com-
mercial value of these operations. What I want to know is whether no
restriction is imposed on the discretion of the officer, whether you are not
on the watch always to see that he does not step beyond a certain limit.
It is out of that that all these difficulties have arisen.

Sir F. Gauntlett—Would not the answer be to give Mr. Iyengar a
copy of the powers delegated to the officer concerned # I think he will
see that the result is almost negligible.

Mr. Lloyd.—I think that is a fair statement of the position.

Chairman.—Mr. Iyengar said the trouble has arisen because of the
absence of this sort of check. We have got to separate the present eondi-
tion from the past. The past position was admittedly that there was no
commercial account at all until quite recently and the whole Question of
control has since been overhauled.

235. Mr. Rangaswami Iyengar —Is the officer on the spot from time
to time supplied with the results of the commercial audit. Is the com-
mercial audit going on concurrently with the operations and is he able to
know exactly what is the commercial value of the expenditure he is incur-
ring ?

Mr. Campbell.—It is only an annual audit. .

236. Mr. Rangaswams Iyengar.—And therefore till the end of the year

he will not know whether the expenditure he is incurring is profitable or
‘not !

My. Campbell—We collect the statements of the local audit officers,
the staff of Mr. Mukherjee, and also the statements from the Salt Divi-
sion, and draw up proper commercial accounts.

Sir F. Gauntlett.—I think it should also be stated that any attempt to
show commercial results during the course of the year means such an
elaborate system that the Finance Department would certainly not pay
the money needed for the extra staff.

237. Mr. Joshs—I want to ask whether the powers delegated to officers
at Sambhar Khewra are delegated under all circumstances or only for
cases of emergency ?

Mr. Lloyd —The powers to which Mr. Mukherjee referred are delegated
in all circumstances. .

My. Mukherjee—The limit is only Rs. 500.

238. Mr. Joshi—May I ask one more question ! You are talking of
commercial accounts of this Department. Is there much competition in salt
produced at Sambhar and Khewra with salt produced elsewhere ?

Myr. Lloyd.—Practically speaking, the answer to that is that there is
little competition except in one or two markets which are equally access-
ible from other sources. Of course the governing condition which plays
very vitally upon salt is comparison with the initial cost. It therefore
limits to very small zones the areas in which it is possible for Northern India
salt to compete with salt from Bombay on the one hand or imported salt on
the other. .

239. Mr. Joshs.—It really means that in fixing the price of salt you
have to see that the cost of productionismett =~
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Mr. Lloyd.—That is all we aim at doing.

240. Mr. Cocke.—dMay 1 ask why it is, if Mr. Mukherjee is not reafly
respomsible for the commercial aecounts and Mr. Campbell is, that
Mr. Mukherjee's signatare appears over them and Mr. Campbell’'s dees
not ! And may I also suggest that it would help very comsiderably this.
Committee if we knew a little more what this commercial audit consists
of ¥ From Mr. Campbell’s remarks it would seem to be a question of
putting together figures and nothing else. For instance, the question of
stock at the end of the year, if that were reported on in these eommercial
aecounts, it would be of the greatest assistanee.

Mr. Campbell —The report is submitted annually. It is quite a lengthy
report dmawing attention to such matters as accumulation of stocks,
but from the commercial andit point of view we cannot be responsible for
the actual stocks. We accept the certificates of stock-taking from the
Divisional Officers.

241. Mr. Cocke.—As regards vouching for expenditure and so on, that
is all done by the other Departments !

Mr. Lloyd —Yes.

242. Mr. Neogy.—It woald appear that the Director of Commercial
Aceounts is a compiler of accounts and that the business eomscience is really
supplied by Mr. Mukberjee’s staff. The report of the Director of
Commercial Audit enables the Central Board of Revenue only to exercise
a sort of post-mortem control and the real day to day eontrol can only be
exercised on the report which Mr. Mukherjee’s men submit.

Mr. Campbell —That is exactly the position.

Sir F. Gaunileit.—Exeept to this extent, 8ir, that 1 think that the Com-
mittee is showing an imdieation to assume that the anly contwol exercised is
andit contral.

Chasrman.—That was the very peint I was going to make. I think
Mr. Neogy said that Mr. Mukherjee’s men supply the business conseience.
Ihopg they do not supply the comscienee, but they possibly jog the business
conscience of the business manager—that would be a little bit more cormeet ;
but of course the business responsibility is with the manager and not with
the suditor.

. 243. Mr. Neogy.—And the Board of Revenue is in the pesitiom of a
Boan; of Directors to review the Department from the commercial point of

Mr. Lioyd:—Yes.

244. iilllr. B. Das—From hgx ygt:i’s I;:gort it appegr:h there was no
commeresnl aecount existing in the t Department an e Treport says
the Central Board of Revenue intend to take steps to eommereialise
accoumts ; and from the Accountant General’s report this year I find that
evell mow proper commercialising has not taken pﬁce.

Chajrmon~—~When was the commereial assount introduced 1
Mr. Compbell —The 1st of April 1924,

mt.e’mn;——'ﬂiue troubles shout Sambhier refar ta & date previows t
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Mr. Das—May I ask Mr. Lloyd whether the ecommercialising of
accounts is complete by this time ¢

Mr. Lloyd —1 think it is entirely complete

Sir F. Gauntlett.—You would agree with the suggestion that the com-
mercialisation is now complete, Mr. Campbell

Mr. Campbell—Yes, Sir, it is now complete. The books are still in
arrears of course but the system is complete. v

The next question taken up was the question of the audit of income-tax
and other receipts under the eontrol of the Central Board of Revenue.

245. Mr. Lloyd (in amswer to Chairman).—The subject is one which
has been discussed amongst many others by a special staff kindly placed
at the disposal of the Finance Department by the Auditor General whose
report was placed in our hands on Saturday afternoon last and it would be
very undesirable for me to attempt at this very short notice to express any
final opinion on that.

246. Mr. Rangaswams kyengar—Shall we take it that the matter will
be put before us when you have dealt with it ?

Mr. Lloyd.—It will be put before the Government of India.

Chasrman.—This Committee might usefully ask for a report next year.
1 doubt whether we can have it out this year under these circumstances.

247. Mr. Rangaswam: Iyengar—I1 do not want to hustle the Govern-
ment in this matter at all but I de think it is neeessary for us to state in
our report that we consider this question important.

248. Mr. Lloyd.—As regards check of customs receipts it is very closely
connected with Mr. Rajagopalan’s enquiry. After discussion with the
Auditer Geaersl we put forward the outlines of a system for improving
the check on the work of appraasers before the eollectors of ewstoms, and
called for their proposals. Their proposals naturally took some time to
compile and have required a considerable amount of detailed examination.
We are still at the stage of not having reached the point when we can put
the proposals before the Government of India ; but so far as my office is
concerned the work is finighed.

249. Chairman.—In the meanwhile has there been an improvement in
the check !

Mr. Lioyd—Ia the meanwhile we have been carrying om as before,
because no improvement is pessible on the limes indicated witheut inewr-
ring cmd:;gle expenditure for which we have to make out a very good
case. Apart from that, the subject has alse been dealt with at eensiderable
length in this report which we have just received from the special staff
and we shall now require to co-ordinate the views from the executive side
and from the special staff and make our final proposals to the Government
of India.

€ kasrman.—We shell have t0 leave this eter for the poesent too. We
turu neav to the Awdit and Appropriation Report, page 25, Custams, pare-
greph 38, I dom't dmew if the Committee want to0 teke the gemeral eb-
servations first or the vepert and then oomse back.
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My. Cocke.—If we take the report it will cover many of the general
observations.

250. Chairman.—Yes, perhaps that is best. It is page 98 of the
Audit and Appropriation Report. - What is the chief explanation of the
saving of 3 lakhs on the voted expenditure ?

Mr. Lloyd.—Do you mean on pay of establishments ?

Chairman.—I mean the grant as a whole ; on page 101 there is a saving
of 3 lakhs.

Mr. Lloyd.—It will be seen from page 98 that there was a saving of
3 lakhs on the pay of establishment. That is the old trouble which we had
in the previous year and which we are attempting to meet by careful mea-
sures when the budget is prepared to make all due allowance for the
savings resulting from various causes which always do occur.

Chnrman.—Then 1 think perhaps we had best take it by going through
it sub-head by sub-head.

Page 98 of the Report.

251. Mr. Cocke—Regarding this question of additional appraisers,
which you said is likely to be held up for two or three years, is it possible
for you to do something pending these final decisions to get some more
cheek, seeing you have such a large amount available under pay of estab-
lishments ?

Mr. Lloyd—1 for one am not satisfied that we have a case for incurring
expenditure without having obtained the approval of the Standing Finance
Committee and having the funds voted. As regards the saving under
A.-2 we hope to eliminate it with more careful budgeting.

252. Mr. Cocke.—Would it have been within your powers to have
‘done something in the direction I indicate !

Mr. Lloyd—1 think it would have been within the powers of the Gov-
ernment of India, but I do not think the Government of India would have
been willing to do it.

Chairman.—That would presumably depend on the sort of case you

put up for them : eould you have put up a proposal for a temporary estab-

. lishment for the purpose of additional check, which would in your opinion
tave heen of value ¢

My, Iloyd—In my opinion it is no use touching this thing unless we
organise the Appraising Department in the manner we have in contempla-
tion and I do not think it is possible to do that unless it can be done with
a certain amount of permanency.

253. 8ir F. Gauntlett.—Can you at a moment’s notice get temporary
staft for check ?

Myr. Lloyd.—We could not.

245. Mr. Rangaswomi Iyengar—I find that all these savings are due
to the faet that you have been able to employ cheaper men—does it not
show that you have been over-budgeting your estimates all along and
what steps have you taken to bring it more under control ¢
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Mr. Lloyd—It does show that till last year,—and I think this is
common to most departments—there has been a tendency to frame esti-
mates upon the actual personnel without making allowance for the sort of
savings which inevitably occur in every department every year. It is only
possible by guess work to cut down these estimates so as to produce a
figure which will approximate to the actual final expenditure, and that
sort of guess work we are doing for the last two or three years. We are
putting down more lump cuts ; this budget was drafted in October 1924,
and you will find that we have made very much larger lump cuts in the
budget we prepared last year.

255. Mr, Neogy—With reference to the observation that Mr. Lloyd
made just now that more guess work is needed to keep down the expendi-
ture, is it really so much of guess work ¢ 1 find vacancies are caused by
transfers, promotions and retirements. So far as transfers are concerned
one cannot be quite certain ; but as regards promotions and retirements, is
it merely guess work ! Cannot the department with some amount of
accuracy foresee the number of vacancies likely to be caused by promotions
and retirements in the cadres ?

Mr. Lloyd—We can foresee the operation of the age limit under the
Civil Service Regulations or the Fundamental Rules but we cannot foresee
the operations of providence or the number of casualties.

Chairman—We discussed this a good deal on Friday and Saturday
and I think we then came to the conclusion that there was a great deal more
to be done in the way of finding what is the average expenditure as against
the sanctioned staff year after year and basing what Mr. Lloyd has called
guess work on some estimates based on the law of averages. I think
Mr. Lloyd’s guess work is rather an understatement.

“  256. Mr. Neogy.—1I hope it does not connote a distrust of the Assembly.

My. Lloyd.—I think the Central Board of Revenue can boast that it
has a clean record in that respect. We have not taken advantage of savings
to introduce new expenditure.

Ezxplanation A-3 (page 98).

257. Su F. Gauntlett.—There is one general point that arises on A.-3.
{ have in paragraph 50 of my comment named about 20 cases—in which the
provision for expenditure has been made under other heads. It is a
general comment which simply has to be borne in mind in framing budgets, -
that the entry in the budget ought to be under the same head in which the
expeunditurc will eventually be recorded.

Mr. Rajagopalan—May I explain as regards A.-3 and A.-11 ¢ In the
course of the year the original budget provision was split up into two,
but the orders did not specify exactly the primary units for the purpose
of according sanction to re-appropriation, with the result that the
authoriiies thought that no re-appropriation was necessary. That has heen
set at rest from 1926-27. ‘

Z 8ir F. Gauntlett.—I only mention it at this stage generally because the
same thing occurs in about a dozen places.

258. Mr. Joshs.—May I ask, as regards A.-3, whether there are mo
receipts for over-time and holiday allowances !
H164Fin
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Mr. Lloyd.—Yes, there are receipts. Thm is a gross figure—not the net
figure.

Mr. Joshi—Can you give me an idea of what you received !

Mr. Lloyd.—We received slightly more than the amount we disbursed.
There is a small excess on the receipt side because some of the fees which
we charge are for services rendered by officers in their working hours and
therefore Government is entitled to that money.

Str F. Gauntlett.—You will remember that this question of gross and
net grants has been under discussion for the last three or four years ; the
same problem occurs throughout and as I said on Friday or Saturday, we
propose to introduce the final rules from 1st April 1928. Till then this
question may arise and it is quite impossible to lay down an arbitrary rule
in the matter.

259. Mr. Kaula.—If the Committee desire, the corresponding receipts
could be shown in the appropriation reports in the foot-notes.

Chairman.—1I think it would be useful.

260. Mr. Joshi.—In A.-9 1 would like to ask whether this expenditure

on the electric tabulating and sorting machine could not have been post-
poned 1!

Mr. Lloyd.—If we had postponed that we should also have postponed
a considerable saving in establishment because the adoption of this machine
has enabled us to reduce the clerical staff ; and of course we had the sanec-
tion of the Standing Finance Committee for incurring this expenditure.

Chat-man.—The answer is that it was not economical to postpone it
and the Standing Finance Committee was consulted and agreed to it.

261. Sir F. Gauntleti.—Mr. Kaula, may we take it thronghout these
notes that if you do not mention the fact, all excesses are covered !

Mr. Kaula.—Yes.
Sw F. Gauntlett.—If they are not covered, we comment on the faet ;

if they are, we do not. The question whether it is a new service is a point
of general importance.

262. Mr. Josks—If you spend Rs. 50,000 upon a new machine and if
you have not been using it, is it not a new service !

Chairmau.-——ls this its first introduction in Customs ¢

Mr. Lloyd—Yes.

Sir F. Gauntlett—There is this to be said about it—the machine
merely takes the place of the clerks already there.

Mr. Joshi—My main point is that this is a service for which you could
have waited till the budget.

Chatrman.—The Standing Finance Committee were satisfied that there
were suflicient reasons for not doing so ; I thipk that is a sufficient answer.

Mr. Lloyd.—And may I add, Sir, that the Standing Finance Committve

are always very careful to question the propriety of any expenditure during
the year ?

. C’hairmaa,—:-l think there is no question that the Government of India
nave under their powers authority to effect this re-appropriation under
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the convention with the sanction of the Standing Finance Committee—
which is a convenient form of combining a certain amount of Asscmbly
responsibility with the Government’s powers.

Ezplanation A.-11 (page 99).

263. Mr. Neogy.—So far as the charges aggregating Rs. 50,000 in
Bengal are concerned, the foot-note says there was no formal re-appropria-
tion ¢

Mr. Iloyd.—The omission to obtain formal re-appropriation in respect
of this sum was due to the confusion of which Mr. Rajagopalan has just
spoken, between the head A.-3 and the head A.-11, which previously had
not becn separated. The amount had been provided under A.-3 ; there
was siraply a failure to transfer it to A.-11.

264. Mr. Joshi—I see here some institutions which eannot have any
connection with the department at all : for instance the Maternity Weifare
Centre at Keamari : I do not think any children of the employees take
advantage of it ¢

Mr. Lloyd.—Undoubtedly they do. That is why they get a grant-in-
aid. There is a sort of little colony at Keamari of customs men.

265. Mr. Joshi—I am quite sure the District Charitable Society, Bengal,
does not have anything to do with the department—it is meant for vaga-
bonds and people like that.

Mr. Lloyd—] am entirely of that opinion ; but we used to give
more in rhe past and the Central Board of Revenue told the Charitable
Society that we were going to discontinue this contribution altogether. The:
Society said all their plans were very badly dislocated by this irformation
and they asked us to give them a little ; we cut down the contribution very
largely and this year we gave them nothing.

266. Mr. Neogy.—What about (g) ?

Mr. 11loyd.—That, I think, is the sort of fund which Mr. Joshi considers
we should support.

My. Neogy.—Is there no corresponding fund in the other provinees ¢

Mr. Lloyd.—The figures in item 11 are incomplete because we have
not got the Burma figures here. The penalties and fines from which this
expenditure is met in the Bombay Presidency were credited to Government
and in Madras there were no such fees ; I think to a great extent that
explains the apparently greater generosity to Calcutta. But you will see
under Bombay one of the items is Charitable Institutions, and speaking
from memory, that inecludes a contribution to a service fund of a some-
what similar nature. Naturally the funds in the different presidencies
cannot Le of the same nature—they must vary slightly. Under (d) you
will find (ustoms Benefit Fund which is of a somewhat similar nature. I
do not think we can impose cast-iron regulations all over India to say
how exactly the money contributed by Government is to be best used for
the benefit of officers in each port.

9267. Mr. Neogy—How is the amount under (k) arrived at ?

Mr. Lloyd.—This is a small payment that we make to the Charitable
Dispensary at Chittagong.
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Myr. Rangaswams Iyengar.—It is stated ‘‘ Provision for the above
charges, excepting Rs. 3,000 in Madras, existed under sub-head A.-3.” I
want to know whether these items were gpecifically mentioned in the budget
estimates and whether they are merely re-appropriations of certain amounts
that had heen sanctioned for expenditure in the year !

. My, Uloyd.—In 1925-26 1 think there was a foot-note but I do not
think it showed the charitable institutions and funds in detail.

Chairman.—That will be excessive information in the estimates.

. Mr. Rangaswami Iyengar.—1 am not merely asking for the informa-
tion : has it been shown in the estimates that there have been grants-in-aid
to the extent of Rs. 78,000 under head A.-3 ?

Myr. Lloyd —It has certainly been shown during the last two or three
years.

Chasrman.—] may add that in the Demand for Grant for the current
year this sub-head A.-11 is shown separately under each province, so that
we are now giving very full information in the budget.

268. Mr. Rangaswami Iyengar.—Would it not be better to show, in
regard to expenditure of this kind, that the money really comes out of a
fund which does not represent the taxpayer’s money at all, and that it
comes out of penalties, etc. ¥ Would it not be better to maintain a separate
pro forma account ?

Mr. Lloyd.—I1 think that is really a corollary to what Mr. Kaula just
undertook.

Chasrman.—As the money comes into the hands of the Government
the authority of the Assembly is required for spending it ; so it has to
appear on one side as receipts and on the other as expenditure.

Sir F. Gauntlett.—I think another answer is that for many years this
money was collected and spent without proper check and it led to many
irregularities and so it had to ecome back to Government.

269. Maulvi Abdul Mutin Chaudhury.—May 1 know if there is any
institution for the benefit of Indians included in item (¢) !

Mr. Lloyd—Yes ; the Seamen’s Welfare Committee does not confine
its attention to non-Indian scamen alone. 1 think I am correct in saying
that some of the institutions work for Indian seamen ; but this committee
is in the hands of the Marine Department of the Bengal Government and we
have divested ourselves of a close interest in the details of the administra-
tion. ’

Maulvi Abdul Matin Chandhury.—Can you name any institution which
works for Indian seamen 1

Mr. Lloyd.—1 cannot because as I said just now we have divested our-
selves of close interest in the matter and left it to the Bengal Government.

Chasrman.—1 think the answer is in the affirmative. 1 had some-
thing to do with these funds. f
Ezplanation B. (page "100).
270. Chasrman.—That was a refund, was it not ¢

Mr. Lloyd.—1t is not technically a refund because it was not so much
money that we recovered from them as money which we ought to have allow-
ed them to recover. .
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271. Mr. B. Das referred to ‘‘ C. Land Customs Charges’’ and said
he had seen somethting in the papers recently about land frontiers and ports
in Indian States. The Chairman explained the situation.

272. Chairman.—We will now come back to page 25, paragraph 29.
Have you anything to say, Mr. Lloyd, about the general question ?

Mr. Lloyd.—Generally ®speaking, we entirely agree with the Account-
ant General, Central Revenues, that the Sea Customs Aet requires amend-
ment, and the fact that it has not been amended for nearly 50 years has
made the examination of the requirements a very difficult and complicated
matter. We have, however, at last got all our prorosals into shape, and
the present position is that an amending Bill is being drafted.

Mr .Cocke—When is it likely to be ready ?

Mr. Lloyd.—It all depends upon the programme of the Legislative
Department.

Chairman.—I have not thought it worth while to sanction extra staff
to expedite this matter. In fact I have refused extra staff to the Legisla-
tive Department for the special purpose of expediting the Sea Customs
Act on the ground that it matters little whether the Bill is introduced in
the September sessioms or in January next.

273. Mr. B. Das—May 1 know if this Act imposes any penalty on a
person who diverts sugar that is intended for British India into an Indian
State port ?

Mr. Lloyd.—The Act imposes no penalties upon any one for committing
what is not an offence. It is not an offence to divert sugar to an Indian
State port.

Chairman.—The Act does give power to prohibit transhipment.

274. Mr. Cocke.—May I ask if the delay that will ensue by putting
off this legislation till January next would mean any loss of revenue to
Government during the next six months ¢

Mr, Lloyd.—The answer to that question, Sir, is in the negative. I
don’t think the Government will be losing anything very appreciably.
‘What is primarily wanted is to regularise the existing practice by which
we have relaxed the provisions of the Act as it stands in order to make it
workable. It would be impossible to enforee rigidly the law as it stands with-
out making it both very diff<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>