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DR . 2 OF 1960

REPORT OF THE COMMITTEE

3

We were appointed under Stanmng Order 77 (2) of the Dewan Ra'ayat
10 examine matters in Standing Ord er 77 (1) and to submit a report to the
Dewan Ra'ay at .

2. We met on 18th January, 1960, 2nd February, 1960, 3rd February,
1960, and on 16th Febru ary, 1960, and we considered -

(a) Repo rt of the Acting Auditor-General on the Accounts of the
Malayan Railway Administration, 1958.

(b) Report and Accounts of the Penang Port Comm ission, 1958.

(c) Accounts of the Employees Provident Fu nd Board , 1958.

3. We were unable to cons ider the Report of the Auditor-General on
the Accounts of the Federation of Malaya. 1958, because that Report has
not so far been publi shed.

4. In our deliberat ions we were assisted by the presence of the
Auditor-General, the Depu ty Auditor-General. and representatives from the
Treasury . The Acting Chief Accountant, Malayan Railway, also appeared
before the Committee.

5. We considered the Acting Auditor-General' s Report on the Accounts
of the Malayan Railway Ad ministration, 1958. The paragraphs in this Report
are numbered serially and immediately after the paragraph number is shown
in brackets the relevant paragraph from the Acting Auditor-General's Report.

Because of the shortage of time, we were unable to complete our
examin ation on the Report and Account s of the Penang Port Commission,
1958, and the Accounts of the Empl oyees Provident Fund Board, 1958, for
incorporation into th is Report.

6. (Para. 1): The Committee enquired why this Report was only
issued on 18th November , 1959. instead of issuing it six months after the
end of the year . The Auditor-General replied that the Railway Admi nistra tion
submitted their accounts only on 24th Jul y- a month later than in the
previous year-and they were certified on 23rd September. The pr inting and
tabling of the Report was done by the Ministry of Transport. The Printing
Department would norm ally take about three weeks to print it. As to whether
there is a time limit for the submission of accounts for audit, the Auditor­
General said that certain Boards have certa in time limits to submit their
accounts for audit. H is du ty was to draw the attention of the Federal
Government or State Government concerned if the accounts are not
submitted for audit by 31st Jul y. The Committee agreed that it is most
desirable that the Publ ic Accounts Committee should be able to examine the
accounts of the previous year in time to submit its report before the Budget
Meeting.

The Committee therefore stro ngly recommended that the accounts be
rendered by the end of March or by the end of April. the Auditor-General's
Iieport should be finished before 30th Jun e and the Committee should have
Ilnished its considerat ion before the Budget Meeting.

The Act ing Chief Accountant, Malayan Railway, assured the Committee
that every endeavour would be made to enable the accounts of the Malayan
Railway Administration to be in the hands of the Auditor-General by the
end of April.
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Thefts, fraud s and losses

7. (Para. 2): The Committee inquired why excesses were found as a
result of stock verifications and was "told that these were caused by book­
keeping errors. and that out of over $31,000 which represented losses, near! •
$26,000 were off-set by excesses, so that the act ual amount of stores lost
was about $5.600.

8. (Para. 3): Th e Com mittee expressed its concern over the delay in
investigat ions with regard to items 2 and 3 of Annexure "A" of the Report
(Cash) and that with regard to item 3 the amount of loss was not even
known. T he Auditor-G eneral replied that the losses in items 2 and 3 were
discovered on 30th J une, 1959, and 5th May, 1959, respe ctively and he was
inform ed on 17th Jul y, 1959, and 25th May, 1959, respectively. The amount
of loss in item 3 was $339.00. In view of the need to establish the facts
before the person can be charged for irregularities, he consid ered that these
investigations had not been undu ly prolonged. Th e Acting Chief Accountant,
Malayan Railway, assured the Com mittee that there would be no repetition
in the future as the system had been revised and all possible looph oles had
been plugged.

9. (Para. 4): No comment.

10. (Para . 5): No comment.

11. (Para. 6): Th e Committee inqu ired into the reasons for the increase
in comp ensation claims for 1958 and was told that it was largely because
of the following claims due to dera ilments, namely-

(i) $6,800 for cigarettes.
(ii) $3,300 for eggs.
(iii) $14.000 for fuel oil.

Revenue and Expenditure

12. (Para. 7): Th e Committee noted that with regard to the preparation
and approval of Railway Estimates. the present position is most unsati sfactory
in that the procedure which is followed has no statutory authority. In view
of this, the Committee recommended that a legislation be passed to govern
the preparat ion of the Ra ilway Estimates.

13. (Para. 8): In view of the fact that the magazine "Kereta Api" had
only a small circulat ion among the general publ ic and that about 90 per cent
of the magazine was issued to members of the Railway staff, the Committee
felt that the advertising value of the magazine was negligible. The Committee
expressed its disapproval of the practice of the Railway Administrati on for
using the Advert isement Acco unt to finance the cost of the magazine. The
Committee recommended that in fut ure no part of the cost of the magazine
should be debited to Advertising Account.

14. (Para. 9): Th e Committee inquired into the circumstances in which
the payment mentioned in paragrap h 9 of the Auditor-General's Rep ort was
made, and was told that it was the usual practice to hold cocktail parties
to boost the traffic of the Malayan Railway, that in this particular case the -,
payment was made to a Railway contrac tor for organising a cocktail part
on the Eas t Coast in 1956. and that the cont ractor was authorised by the ~

General Manager. Th e bills were not submitted until 1958 because (a) one
of the contractor's assistants was absent from the country for 18 months
and had taken with him some of the bills covering the. expenditure, and that
in conseque nce the contracto r was prevented from submitting his full claim.
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and (b) that the contractor was extremely reluctant to submi t his cla im and
it was only at the insistence of the Railway Administrati on that the claim
was eventually submitted, because the Railway Ad ministration feared that
if the contractor was not pa id he might expect specia l favours from the

dministration.

The Committee expressed its view that the practice adopted by the
Railway Administration for payment of bill s through contrac tors is mo st
undesirable, and the Com mittee was am azed to hear from the Ac ting Chi ef
Accountant, Malayan Railway , that this payment was authorised by the
General Manager after a lap se of nearly two years. T he Co mm ittee wished
to record its d isapproval of this arrangemen t an d hoped that there would be
no recurrence in future.

The Committee also learned that during 1958 the Railway Administration
spent $1,690 on cockt ail parties charged to the Ad vertising Acco unt, and
$3,800 on simila r enterta inment charged to General Charges-Incidentals.

Th e Committee also expressed its view that expenses for cock tail parties
and the like should not have been charged to the Ad vert ising Account, and
the Committee recommended that in future the Railway Administration should
have a separate vote for entertai nment.

15. (Para. 10): The Co mmittee inquired whether the pers on concerne d
could be brought up befor e the Railway Service Co mmission and charged
for the loss incurred. The Committee was told that as the law sta nds at
present, a person could only be charged for having failed to collect an y
money for which he is responsible or for any improper payment which he
has made , but the particular case did not come un der any of the se two
categories.

16. (Para. 11): The Committee was of the opinion that the claim of
$7,674 in respect of abortive wor k was du e to disregard of existing procedure
by certa in officers of the Railway Ad ministra tion, and the Committee
recommend ed that strong action be tak en so that th is would not be re peated
in the future.

17. (Para. 12): The Committee expressed its view that expenditure
amounting to $1,254,9 11, recorded as Un productive Ca pital Ex penditure,
was due mainl y to Treasury res trictions im posed on Development Expendi­
ture in 1958. Th e Committee noted the financial con sequences of restricting
Develo pment Expenditu re on uncompleted projects.

Though the Committee was told that the sus pension of deve lopment
projects which had cost the Malayan Rail way Ad ministration $1,254,9 11
at the time of the suspension would not cause an y loss to the Railways
provided fund s were forthcoming to complete these projects, the Committee
felt that owing to thi s suspension , the Malayan Railway Administra tion
not only had to pay " unnecessary" interest to the Treasury b ut was also
prevented from earning income from such projects.

The Committee recognised that at the beginn ing of 1958 the re was a
need to restrict expenditure on development , bu t hoped that in future the
Treasury in preparing the draft estima tes would give due co nside ra tion to
the need to complete revenue-earning projects where they had started.

(Mr. Tan Phock Kin, a member of the Committee, disagreed with
the other members of the Committee on thi s paragraph. Mr . Tan's
views, regarding th is par agraph, are set out in Appendix "B") .

18. (Para. 13): The Com mittee was informed that the Ge neral Manager
ha d authority to write-off up to $2,000, but that for any amount in excess
of $2,000 he had to get the covering approval of the Railway Board. There
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was no limit placed on the General Man ager in this matter so long as he
had the approva l of the Railway Board . The writing-off of capital assets
was norm aIly do ne by the Minister of Trans port with the concurrence of
the Minister of Finance. In the case of write-off of losses. the General Man ager
had to submit a quarterly return to the Auditor-General. The Committee
considered that this matter should also be covered by legislation.

19. (Para. 14): The Committee was told that a Commi ssion would soon
be set up to go into the question of the finance of the Malayan Rail way.
The Com mittee recommended that the Com mission should also go into the
quest ion of the authority to write-off cap ital assets and losses.

Th e Co mmittee noted that there is no statu tory provision governing the
writin g-off of Railway asse ts a nd recomm ends that this Commi ssion should
also examine this question.

20. (Para. 15): No comment.

GENERAL

East Coast Railway Line

21. Th e Committee was told that in 1959 the loss on the East Coast
Railway was estimated to be in the region of $300 ,000 . Figures for pre vious
years were not avai lable as the sorting out of the loss and profit of a particular
branch of the Railway entailed a grea t deal of clerical and statistical work
and the Railway Administra tion did not normaIly do that. The Committee
was also informed that with an improvement in traffic the Railway could
avoid any loss in 1960. The Committee also noted that the Railway did not
have breakdown figures showing the loss and profit between mail tra ins.
local trains and goods trains.

SYED ESA BIN A LWEE (Chairman).

DR. LIM SWEE AUN.

M OHAM ED YUSOF BIN MAHMUD.

IBRAHIM BIN A BDUL R AHMAN.

KANG K OCK SENG.

HAJI AHMAD BIN ABDULLAH.

TAN PHOCK KIN.
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A pPENDI X "A"

DEWAN RA'AYAT
HOUSE OF REPRESENTATIVES

MINUTES OF PROCEEDINGS OF THE
PUBLIC ACCOUNTS COMMITTEE

First Session

FIRST MEETING

Mo nday, 18th January, 1960
10 a.m.

PRESENT :

T he Honou rable Tuan Syed Esa bin Alwee, S.M .J. , P.J.K. (Chairman).
Dr. Li m Swee Aun, J.P .

Enche' Mohamed Yu sof bin Mahmud, A.M .N.

Enche' Ibrahim bin Abdul R ahman.
Mr. Kang Kock Seng.
Tuan Haji A hmad bin Ab dullah.
Mr. Tan Phock Kin .

IN ATTENDANCE:

The Auditor-General, Federation of Malaya (Mr. H. M . Wa tson).
T he Deputy Auditor-Genera l (Mr. D. G. Bompas).
The Representa tive from the Treasury (Mr. B. H. Catchpo le).

7

PROCEDURE

T he Committee considered the procedure it would follow in examining
the various Repo rts. The Committee decided that it would go through each
report paragraph by paragraph and where evidence or further explanation on
certa in paragraphs is required, notice would be given to the people concerned
to attend the next meeting of the Committee.

Report of the Auditor-General on the Accounts of the Malayan Railway
Administration , 1958.

Th e Committee proceeded to consider the Report paragraph by para­
graph.

1. (Para. I ): The Co mmittee enquired why this report was onl y issued
on 18th November, 1959, instead of issuing it six months after the end of the
year. Mr. Bompas replied that the Railway Administration submitted their
acco unts only on 24th July-a month la ter than in previou s yea rs-and they
were certified on 23rd September. The printing and tabling of the report was
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done by the Minist ry of Transport. The Printing Department took about three
weeks to print it. As to whether there was time limit for the submission of
accounts for audit Mr. Bompas said that certai n Boards have certain time
limits to submit their accounts for audit. His duty was to draw the attention
of the par ticular Department concerned if the accounts were not submitted
for audit by 31st Jul y. The Committee, together with Mr. Watson and
Mr. Ca tchpo le, agreed that the ma in idea in having this Public Accounts
Comm ittee was to ena ble Members of the House to have a copy of each
Rep ort before the Budget Meeting so that Members of the House would have
an opportunity of studyi ng the accounts of the previous year and that the y
would be in a better position to comment on the Budget. The Committee
therefore stro ngly recommended that the acco unts be rendered by the end
of March or by the end of April , the Auditor-General's Report should be
finished before 30th June and the Committee should have finished its
considerat ions before the Bud get Meeting.

Thefts, Frauds and Losses

2. (Para . 2): Th e Committee enquired why excesses are found as a
result of stock verifica tions . Mr. Bompas repli ed that the $25,695 represent
excesses found in the unalloca ted stores due to boo k-keeping errors, erro r in
issuing wrong sizes and so forth. He considered that these excesses are
reasonable. As to the amount of loss written off in respect of cash and stores
Mr. Bompas said that the Malayan Railway Administration had submitted
to him the figures but he had not brought them along with him. Mr. Wat son
said that if there was any major loss in cash, he would make a special mention
of it in the report. However. for future report s he would break the figur e in
cash and stores.

3. (Para. 3): The Committee enq uired. with reference to items 2 and 3
of Ann exure "A", why investiga tions had taken a very long time to complete
and that as regards item 3, the amount of loss was not even known. Mr.
Watson assured the Com mittee that he would obta in the full facts from the
Railway Admi nistrat ion a nd submit them to the Committee at its next
meet ing. Th e Committee enqu ired whether the General Manager has any
authority to write off the losses in item 6. Mr. Bompa s replied in the
affi rmative.

4. (Para . 4): No comments.

5. (Para. 5): No comments.

6. (Para. 6): The Committee enq uired why the compensation claims for
1958 have increased and was told because of the following claims:

(i) $6,800 for cigare ttes,
(ii) $3,300 for eggs,
(iii) $14,000 for fuel oil.

due to derailments.

Revenue and Expenditure

7. (Para. 7): Mr. Watson informed the Com mittee that the Railway
Estimates were not subjec t to the then Legislati ve Council's approval and
that he was not certain of the procedure to be followed or where the control
really lay. Mr. Catc hpole pointed out that the difficulty was that there was no
legislation at the moment govern ing the preparati on of the estimates and he
submitted that the Commi ttee should first press for a legislation and then
debate the legislation later on, to which the Comm ittee agreed.
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8. (Para. 8): Th e Committee agreed to call a representative from the
Railway Administrat ion to expla in why the Ad vert ising Account was used to
supplement the cost of the magazine "Kereta Api" when, knowing all the
facts, it was not a med ium of advertising.

9. (Para. 9): Th e Commi ttee agreed that a representative from the
Railway Administration be requested to attend its next meeting to give all the
details relating to charges debited to the Ad verti sing acco unt during the past
two years.

10. (Para. /0 ): Th e Committee enq uired whether the person concerned
could be brought up before the Public Serv ices Com mission and charged for
the loss incurred. Mr. Wat son replied that . as the law stands at present , the
person can only be charged for having failed to collect any money for which
he is responsible or for any improper payment which he has made. but this
matter did not really come under any of the categories mentioned . It was a
loss incurred by his negligence.

II . (Para . I/): Th e Committee enquired whether the Treasury had given
its consent and then sto pped the fund s for the project. Mr. Wa tson replied
that he was not aware of the actual fact s of this case . The Com mittee agreed
that a representative from the Treasury and a representa tive from the Rail­
way Administration be asked to attend its nex t meeting with more information
regarding this case and if poss ible giving a list of the projects which had been
stopped together with explanations.

12. (Para. / 2): As in para. II.

13. (Para. 13): T he Com mittee enquired as to who gave the authority
to write ofI such a huge figure and was told that the Treasury gave the
approval on the recommend ati ons of the General Manager or the R ailway
Board. The Minister of Finance has power to approve the writing off of any
amount. The Committee enquired to what ex tent the General Manager can
write off and Mr. Catchpole promised to enq uire from the Railway Adminis­
tration.

14. (Para. /4) : Th e Com mittee agr eed to ask the Treasury at its next
meeting for its views as to whether the power to write off capital assets be
given to the Minister in charge of the Ministry or whether it sho uld be given
to the General Manager.

15. (Para. 15): Mr. Wa tson told the Committee that the Railway
Administration is waiting for payment. if any, fro m the Malacca Gov ernment
for the piece of land coveri ng the whole of the Railway lines which the
Malacca Government has taken over from the Railway Administration.

OTHER BUSINESS

1. Tender Boards.- Th e Committee enquired whether the Railway
Administration had its own Tender Board or whether it was unde r the control
of the Minister. The Committ ee was told that for any transactions for over
$50,000 the Minister's sanction was required and that the Railway Adminis­
tration had its own Tender Board.

2. East Coast Railway Line.- The Co mmittee agreed that at its meeting
the Railway representa tive be asked to expla in or to give an ind ication as to
the Revenue and Expenditure of the Ea st Coast Railway Line in view of
the statement in the Press recently that the East Coast Railway Line is
running at a loss and is a "w hite elepha nt".
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3. Further Information on the Accounts.- The Committee obser ved
that the Railway Administra tion had not given sufficient information as to
how the figures in the accounts were arr ived at.

4. State Accounts.- T he Committee agreed to consider the Auditor ­
General 's Report on the Federation accounts for 1958 before it consider s the
reports on the var ious State accounts.

5. Date of Nex t Meeting and Agenda.- T he Committee agreed that its
next meeting be held on T uesday, 2nd February, 1960, at 10 a.m. in
Committee Ro om No. 1, Offices of Parl iament, Maxwell Road , Kuala
Lumpur, with the following agenda :

(i) Confirmation of the Minutes of the first meeting.

(ii) Acco unts of the Malayan Railway Administration, 1958.

(iii) Acco unts of the Penang Port Commission.

(iv) Acco unts of the Employees Provident Fun d.

(v) Oth er Business.

6. Treasury R epresentative.- Th e Committee agreed that , as a general
rul e, a representative from the Treasury should be present at all its meetings.

Th e meeting adjourned at 12.05 p.m.
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SECOND MEETING

T uesday, 2nd February , 1960
10 a.m,

11

PR ESENT:

The Hon ourable Tuan Syed Esa bin Al wee, S.M.J., P.J.K. (Chairman).
Dr. Lim Swee Au n, J.P.
En che' Mohamed Yus of bin Mahmud , A.M.N.
Enche' Ibrahim bin A bdul Rahman.
Mr . Kang Kock Seng.
T uan Haji Ahmad bin Abdullah .
Mr. Tan Phock Kin.

IN ATTEND ANCE :

The Auditor-General, Federation of Malaya (Mr. H. M. Wat son) .
The Deputy Au ditor-General (Mr. D. G. Bompas).
The Senior Auditor (Mr. G. E . Lyth).
The Acting Ch ief Accountant. Mal ayan R ailway (Mr. E . J . Hughes).
The Representative from the Treasury (Mr . W. Fernando).
The Representati ve from the Treasury (En chc' Jamil bin Mohd. Jan).

1. CONFIRMATION OF THE MINUTES OF TH E FIRST MEETING.-The
Minutes of the meeting held on 18th January, 1960. were confirmed subject
to the fol1owing amendments :

Paragraph 1, Line, 14-

Delete the word "each" and subs titu te the word " the" ; and also
add the word s " of the Committee" after the word " Report" .

Paragraph 8-

Add the followi ng words a t the end of the pa rag raph:
"A qu ery was rai sed by the Committee as to why attention

of the Committ ee was not drawn spec ifical1y by the Auditor­
General to the charge debited to the Advertising Account of the
Malayan Railway" .

Paragraph 1 of the Minu tes

The Railway representati ve stated that every endeavo ur would be made
to enable the accounts of the Malayan Railway to be in the hands of the
Auditor-General by the end of April.

Paragraph 2 of the Minutes

The Auditor-General informed the Committee that the excess found as a
result of stock verifications actual1y represented stores d ue to book-keeping
errors and that out of ove r $31,000 which represented losses, nearl y $26,000
were offset by excesses, i.e., the actual amount of stores lost was about $5,600,
which was a very. sma l1 figure.

Paragraph 3 of the Minutes

The Committee was told that as regard s items 2 and 30f Ann exure " A"
(Cash), the losses were discovered on the 30th June and 5th May respectively



12 DR. 2 OF 1960

and he was infor med on the 17th Jul y and 25th May respectively. He
considered that investigations in those cases have not been unduly prolonged.
Th e amount of loss regarding item 3 was $339. He ass ured the Committee
that there would be no repetition in future as the system had been revised and
all possible loopholes have been plugged.

Paragraph 8 of the M inu tes

T he Committ ee was infor med that the magazin e " Kereta Api " is
published three times a year with 3,000 copies per issue. The Committee
commented that since about 90 per cent of the magazine was issued to
members of the Railway Staff it had little advertising valu e and therefor e
the cost of producing the magazine should not have been charged to the
advertising acco unt.

Paragraph 9 of the Minutes

Th e Railway representative informed the Committee that in 1958 the
Rail way Adm inistration spent $103,000 on the advert ising account, out of
which $1,690 was spent on cocktail parties; $3,571 was spent on the mag azin e
"Kereta Ap i", and the balance was spent on posters, pamphlets, etc. In 1957
the total spent was $ 126,000, out of which $3.000 went to a cocktail party a t
Kuala Lumpur and a luncheon at Singapore, and the balance spent on posters.
pamphlets. etc. In 1956 the total expe nditure was $74,000. out of which $6,400
was spent on cocktail part ies at Penang, Singapore and Ipoh. He explained to
the Commi ttee that it was the usual practice for cock ta il parties to be held
in order to boost the traffic of the Mala yan Rail way. In conn ection with the
payment of $ 1,675 paid to the Railway cont ractor who organised the cocktail
party on the Ea st Coast, the con tractor was authorised by the Gen eral
Man ager to do so. Th e bills were submitted on ly in 1958 although the party
was held in 1956. because another perso n who helped the contractor a t that
particula r part y was away in Brunei for 18 months and had tak en along
with him some of the bills incurred in conn ection with that particular cocktai l
party, thus preven ting the contrac tor fro m submitting his full claim for
expenses on account of that party. Further the contractor was extremely
reluctant to submit his claim and it was only at the insistence of the Railway
Administr at ion tha t the cla im was eventually submitted, because the Railway
Administr ation feared tha t if the contractor was not paid he might expect
special favours from the Administration. Th e Comm ittee recommended that
in futu re the Railway Administr at ion should have a separate vote for
entertainment and not charge expenses for cocktail parties an d the like to
its advertising account.

Paragraph 11 of the Minutes

Th e Treasury representative informed the Comm ittee that in the 1957
Capital Estimates, a sum of $34.7 million was provided for the Railways,
and of th is sum only $ 10 million was drawn. leaving a bal ance of $24.7
million at the end of the year. In the following year, 1958. the amount
provided for the Railway was $12 million. Th e Treasury has not departed

• from the principle that loans having been approved may be withdrawn lat er
on in times of financial str ingency. At the time when the Railway Administra­
tion was told that its capital expenditure had to be reduced , the Gene ral
Manager at that time decided in favour of items which were more necessar y
and aband oned the project of the Stati on Hotel, Singapore, hoping that by
1965 funds would be available to complete it. F urther in this. particular case
the norm al proce dure was not followed because the pro ject was started
without prior written authority of the General Manager. The Auditor-General
commented that in this pa rticular case no blame should be attached to the
Treasury for with holding the fu nds.
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Paragraph 12 0/ the Minutes

The Railway represen ta tive told the Co mmittee tha t the suspension of the
development projects which has cost the Rail way Ad ministra tion $ 1.254,9 11
t the time of the suspe nsion, would not result in th e Ra ilway having to suffer

any loss in any way provided funds were forthcoming to complete these
projects which should be com pleted with the exception of the new Training
Centre in a few years time. A few item s had been included in the 1960 Deve­
lopment Estimate s a nd some in the 1961/65 Development Plan. The
Committee commented however that the Ra ilway Ad ministration had not
entered into contracts with con trac tors for co mpletion of these jobs , and that
owing to the suspe nsion of the work the Malayan Rai lway had to pay
"unnecessa ry" interest to the T reasury becau se the projects und ertaken were
as yet unproductive.

Paragraph 13 of the Minutes

The Auditor-Genera l infor med the Comm ittee that the General Man ager,
Malayan Railway, had authority to write off amounts up to $2,000, and for any
amount in excess of $2,000 he had to get the covering app roval of the
Railway Board in which case there is no limit to the General Man ager's
authority to write off. The writing off of capita l assets could onl y be done by
the Minister of Transport wit h the concurrence of the Minister of Finance. In
the case of wri te-off of losses the General Manager had to submit a quarterly
return to the Auditor-G eneral.

Paragraph 14 of the Minutes

The Committee was told that a Com mission woul d be set up to go into
the qu esti on of the financing of the Malaya n Railway and that thi s
Commission wo uld go into th e parti cular qu est ion of the a utho rity to write
off capita l ass ets .

OTHER BUSINESS

2. EAST COAST R AILWAY LINE.-The Committee was informed th at
in 1959 the loss on the East Coa st Rail way Li ne was in the region of
$300,000. Th e Committee commented that the Railway Ad ministra tion
could not pro vide figures for previous years as the sort ing out of profit and
loss of a particular bran ch of the Rail ways entai led a grea t deal of clerical
and statistics work. The Ra ilway representat ive assured the Committee that
with an improvement in traffic the Ra ilway cou ld avoid any loss in 1960.
The Committee enquired whe ther the loss of $300,000 mentioned was
incurred on mail tra ins or on trains ru nn ing between loca l sta tions only.
The Railway represent at ive repli ed that it was very difficult to di vide th e
loss or profit between mail tr ain s, local trains and goods trains a nd that
the Railway did not have a ny breakdown figures. The Co mmittee was al so
told that the Railways do keep sta tistics to sho w how much per passenger
mile or per ton mile cost.

3. THIRD ANNUA L ADMINISTRATION R EPORT AND ACCOUNTS OF THE
PENANG PORT COMMISSION FOR 1958.- The Co mm itt ee enquired whether the
Auditor-General was satisfied in the course of the audit with the decision
a rrived at by the Com mission with regard to the term s of Malaya nisation
vhich was contrary to a pa rticular pr ovision of the Penang Port Co mmission

'Ordinance. The Auditor-General replied that the Malayanisat ion of the
Penang Port Commission wo uld appear in the 1959 acco unts and that it could
be raised when the 1959 accounts com e up for d iscussion .

In reply to the qu estion with rega rd to the a utho rity of the Commission
to purchase a car for the Assistan t General Manager, the A uditor-General
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replied that it was not possible to follow the rul es laid down for Government
acco unts to be ap pl ied to the accoun ts of the Penang Port Co mmission
becau se such a body usually received a degree of lat itud e a nd that he was
satisfied that the pro vision of a motor car for the Assista nt General Manager,
had the approval of the Port Commission.

The Committee agreed to enquire from the Po rt Co mmission wh ether it
was tru e that an officer 01:1 the Port Co mmission who had rented out a hou se
provided for him by the Commissio n was stay ing at the hotel at the ex pense
of the Commission.

With reference to page 16 of the R eport the Committee asked for
expla na tion with regar d to the writing off of $2 1,758 dur ing the year an d was
told that it represented depreciation cha rges and that $3,000 was realised
from the sale of assets which the Penan g Port Commission no longer requ ired.

With regard to the purchase of new ferr y vesse ls, ment ioned on page 5
of the Report . am ou nting to $881,000. th e Committee decid ed to enquire from
the Port Commission whether there was any period of guaran tee of sea ­
worthiness of these vessels on the part of the shipbuilders.

4. A CCOUNTS O£o TilE EMPLOYEES P ROVIDENT F UND.

Paragraph J: No co mments .

Paragraph 2: The Committee was informed tha t th e Board had power
to recru it its ow n staff and th at recruitment was not don e by th e
Public Services Commission . The new sys tem of acco unting had
revealed a d iscrepa ncy of $66 1,622 now ap pea ring in the acco unts
as Unallocated Contributions. Befor e the introduction of th e new
system the Board was no t aware of the amount involved.

Paragraph 3: The Committee ag reed that it would not, as a Committee,
press for legisla tion to amend the .law with regard to withdrawals
from the F und on acco unt of " Leaving Malaya".

The Committee suggested that a more detail ed informa tion
regarding rat es of interes t on all securi ties sho uld be show n in
future.

Paragraph 4: No comments.

Paragraph 5: No comments.

Paragraph 6: No comments.

5. N EXT M EETI NG.- Th e Committee agreed that it should meet again
the foll owing day at 10 a.m. to consider the draft report of the Accounts of
the Malayan Ra ilway Administr ation fo r 1958. before it was printed for
tabl ing in the House of Representat ives.

The meeting adjourned at J p.m,
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PRESENT:

The Honou rabl e T uan Syed Esa bin Alwee, S. M.J.• P.J .K . (Chairman).
Enche' Mo ha med Yusof bin Ma hmud, A.M.N.

Enche' Ibrahim bin Abdul Rahm an .
Mr. Kang Kock Seng.
Mr . Tan Phock Kin.

ABSENT:

The Honourable Dr. Lim Swee A un, J.P .

T uan Haji A hmad bin Abdullah.

IN ATTENDAN CE :

Th e Audi tor -General , Federatio n of Malaya (Mr. H. M. Watson).
The Representative from the Treasury (Mr. W. Fernando).

I. The Committee considered its draft Report on the Acco unts of the
Malayan Railway Administra tion for 1958. paragraph by paragraph.

Paragraph 1

Read and agreed to.

Paragraph 2

Amendment prop osed tha t the word " Report" be substituted by the
word "Accou nts" in (c).

Question put. and agr eed to .

Paragraph 3

Read and agreed to .

Paragraph 4

Amendment proposed that the words "A repr esenta tive from the Mala yan
Rail way Administra tion" be substituted by "T he Chief Accountant,
Malayan R ailway" .

Question put, and agreed to .

Paragraph 5

Amendment prop osed that the following sub-paragra ph be added:

" Because of the shor tage of time, we were unable to complete
our examination on the Repor t and Accounts of the Penang Port
Comm ission . 1958. and the Accounts of the Employees Provi dent Fund
Board, 1958. for inco rporation into th is Report."

Question put, and agreed to .
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Paragraph 6

Amendment proposed tha t the words "in previous years" be substituted
by "in the pre vious year" in line 4.

Question put , and agreed to.

Am endment proposed tha t the word "took" be substituted by " would
normally take" in line 1, page 2.

Question put , and agreed to.

Amendment proposed that the word s " particular Department " be
substituted by " Federal Governm ent or State Government " in line 4.
page 2.

Q uestion put, and agreed to.

Amendment proposed that all the words commenc ing from "T he
Committee" in line 5 to "the Budget" in line 11 be substituted by

"The Committee agreed that it is most desira ble that the Publi c
Accounts Committee sho uld be ab le to exa mine the accounts of
the previous year in time to submit its report before the Budget
Meeting." . .

Question put , and agreed to.

Amendment proposed that the words "The Rail way representat ive" be
substitu ted by "The Acting Chief Accounta nt, Malayan Railway" in
line 16.

Question put. and agreed to.

Paragraph 7

Am endm ent proposed that the words "actually represented store s
due to" be substituted by " were caused by" in lines 2 and 3.

Question put. and agreed to.

Amendment proposed that a fullstop be add ed after the figur es "$5,600"
in line 5, and that all the words after it be deleted.

Question put. and agreed to.

Paragraph 8

Amendment proposed tha t" 1959" be add ed after the words "J une" a nd
"May" respective ly in line 5.

Question put , and agreed to.

Amendment proposed that " 1959" be added after the words "July" an d
"May" respectively in line 1, page 3.

Question put , and agreed to.

Amendment proposed that the word s "fa ct tha t facts must come to light "
be substitut ed by " need to esta blish the facts" in line 2.

Question put, and agreed to.

Amendment proposed that the word " He" be substituted by "T he Acting
Chief Accountant. Malayan Rail way," in line 4.

Question put , and agreed to.
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Read and agreed to.

Paragraph 10
Read and agreed to.
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Paragraph 11

Amendment prop osed that the whole paragr aph be substituted by :
"T he Committee inq uired into the reasons for the increase in

compensati on cla ims for 1958 and was told that it was largely because
of the followin g cla ims due to derailments, namely :

(i) $ 6.800 for cigarettes
(ii) $ 3.300 for eggs

(iii) $14,000 for fuel oil" .
Question put , and agre ed to .

Paragraph 12

Amendment pro posed that the words "and approval" be added between
the words " prepa ration" and "of" in line 1.

Question put. and agre ed to.

Am endment proposed that the fullstop after the word " unsatisfactory"
in line 2 be deleted and the following words after it "No one was
certa in of the procedure to be followed nor where the control reall y
lay." be substitu ted by " in that the proced ure which is followed has
no sta tuto ry authority." .

Question put, an d agreed to.

Paragraph 13
Amendment proposed that the whole paragraph be substituted by:

" In view of the fact tha t the magaz ine " Kereta Api " had onl y a
small circul ati on among the genera l public and that about 90 per cent
of the magazine was issued to members of the Railway staff, the
Committee felt th at the advertisi ng value of the magazine was
negligibl e. The Comm ittee expressed its disapprova l of the pra ctice
of the Railway Administratio n for using the Advertisement Accou nt
to finan ce the cost of the magazine. The Committee reco mmended
that in future no part of the cos t of the maga zine should be debited to
Ad verti sement Acc ount." .

Qu est ion put. a nd agreed to.

Paragraph 14
Amendment proposed that the whole paragraph be substituted by:

"T he Committee inq uired into the circum stances in which the
payment ment ioned in parag ra ph 9 of the Auditor -Gen era l's Report
was made, and was told that it was the usual practice to hold cockta il
parties to boost the traffic of the Malayan Railway, tha t in this
particular case the payment was made to a Railway contra ctor for
organising a cocktail pa rty on the East Coast in 1956. and that the
contract or was authorised by the General Manager. The bill s were
not submitted unt il 1958 becau se (a) one of the contractor's assis tants
was absent from the cou ntry for 18 months and had taken with him
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some of the bills covering the expenditur e. and that in consequence
the contractor was prevented from submitting his full claim, and
(b ) that the contractor was extremely reluctant to submit his claim
and it was only at the insistence of the Railway Administration that .
the cla im was eventually submitted. because the Railway Adminis­
trati on feared that if the contractor was not paid he might expect
special favours from the Administration.

The committee expressed its view that the practice adopted by
the Railway Ad ministration for payment of bills through contractors
is most unde sirable, and the Committee was amazed to hear from the
Acting Chief Accountant, Malayan Railway, that this payment was
author ised by the General Manager after a lapse of nearly two years.
The Committee wished to record its disapproval of this arrangement
and hoped that there would be no recurrence in future .

The Committee also learned that during 1958 the Railway
Administrat ion spent $1.690 on cocktail parties charged to the
Ad verti sing Account, and $3,800 on similar entertainment charged
to General Charges- Incidentals.

Th e Committee also expressed its view that expenses for cocktail
parti es and the like should not have been charged to the Advertising
Account. and the Committee recommended that in future the Railway
Adm inistration should have a separate vote for entertainment.".

Question put, and agreed to.

Paragraph 15

Amendment proposed that the colon after the word "categories" in
line 6 be .substituted by a fullstop, and that all the words after it be
delet ed.

Question put, and agreed to.

Paragraph 16

Amendment proposed that the whole paragraph be substituted by :
"The Commi ttee is of the opinion that the claim of $7,674 in

respect of aborti ve work was due to disregard of existing procedure by
\ certain officers of the Railway Administration, and the Committee

recommended that strong action be taken so that this would not
be repeated in the future ." .

Question put , and agreed to.

Paragraph 17

Amendment proposed that the whole paragraph be substituted by:
"The Committee expre ssed its view that expenditure amounting to

$1,254,911, recorded as Unproductive Capital Expenditure, was due
mainl y to Treasury restrictions imposed on Development Expenditure
in 1958. It appeared from this that the Tre asury in confining restrictions
on proj ects without contractual commitments was not appreciative of
the financial consequen ces of restricting Development Expenditure on
uncompleted pro jects.

Though the Committee was told that the suspension 01
development proj ects which had cost the Malayan Railway Administra­
tion $1,254,911 at the time of the suspension would not cause any
loss to the Railways provided funds were forthcoming to complete
these projects, the Committee felt that owing to this suspension. the
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Noes 1
Mr. Tan Pho ck Kin

Noes 3
Mr . Kang Kock Seng
E nche' Mohamed Yus of
Enche' Ibrahim

Malayan Railway Ad ministration not only had to pay " unnecessary"
interest to the Treasury but was also prevented from earning incom e
from such proj ects.

The Committee recog nised that at the beginning of 1958 there was
a need to restrict expenditure on de velopment, but was not satisfied
that the Treasury in allocating these funds gave due consideration to
the need to complete revenue-earning proj ects where they had started." .

Question put, and the Committee divided :

Ayes 3
Mr. Kang Kock Seng
Enche' Moh amed Yusof
Enche' Ibrah im

Amendment proposed by Me. Tan Phock Kin that the following new
paragraph be added after the paragraph ending with the words " they had
started." :

"T he Committee recommended to the Treasury to review its policy
on this matter so that Public Funds can be controlled with greater
prudence."

Question put, and the Com mittee divided:

Ayes 1
Me. Tan Phock Kin

Paragraph 18
Amendment proposed that the word s "not any" in line 4 be substituted

by "no".

Question put , and agreed to.

Amendment proposed tha t the word "gets" 10 line 5 be substituted by
"had" .

Question put , and agreed to.

Amendment proposed that the word s "could be done only" in line 6 be
substituted by "was normally don e".

Question put, and agreed to.

Amendment proposed that after " Auditor-Ge neral " in line 3, page 6, the
following new sentence be added:

" We consider tha t this matt er shou ld also be covered by
legislation." .

Question put, and agreed to.

Paragraph 19
Amendment proposed tha t the whole paragraph be subst ituted by :

"The Committee was told that a Commission would soon be set up
to go into the question of the finance of the Malayan Railway. Th e
Committee recommended that the Commission should also go into the
question of the authority to write off capital assets an d losses.

The Committee noted that there is no stat utory pro vision
governing the writing off of Railway assets and recom mended that this
Commission should also examine this question." .

Question put , and agreed to.
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. Paragraph 20
Read and agreed to.

Paragraph 21
Am endment pro posed that the words "es tima ted to be" be added between

the word "as" and "in" in line 2.

Question put and agreed to.

Amendment proposed tha t the word s "could not be provided" in lines 2
and 3 be substituted by " were not avai lable".

Question put, and agreed to .

Amendment proposed that the word "entails" in line 4 be substituted by
"entailed".

Question put , and agre ed to.

Question proposed
That this draft Report, as amended, be ado pted as the Report of

the Comm ittee.

Question put , and agreed to.

II. The Co mmittee inquired wheth er the Auditor -General was relu ctant
to make caustic comments in his Repor t with regard to enterta inment
expenses for fear that the Press might make use of such comments, as they
did in the last Report on the Accounts of the Federa tion of Malaya. T he
Auditor-G eneral explained that he would make any comment which he
thought was proper but that this time he took pa rticular care to use such
words which could not possib ly be twisted by the Press to mean something
else.

III. The Committee questioned the Auditor-Ge neral why he did not
refer in his Report expe nditure of an enterta ining nature being incorporate d
into General Charges. Sundry Items and Incidental E xpen ses. The Auditor­
Gene ral rep lied that there was not hing wron g in cha rging such expenditure to
General Expenses.

Th e Comm ittee inquired fur ther , if a substantia l sum had been spent on
ente rtainment, wheth er the Auditor-Genera l would still consider it quite prop er
to charge it to General Charges . The Auditor-G eneral repli ed that if it was
really a large portion of the expenditure, he would make the general comment
that out of a sum of so much cha rged to th is vote X dollars were spent on
entertainment, and in view of the volume it should have been charged to a
separate vote.

The meeting adjourned at 5.53 p.m ,
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FOURT H MEETI NG

Tuesday, 16th February , 1960
2.30 p.tn .

PR ESENT :

The Honourable Tu an Syed Esa bin Alwee, S. M.J. , P.J .K. (Chairm an).

Dr. Lim Swee Aun, J.P .

Enche' Mohamed Yusof bin Mahrnud. A.M .N.

Enche' Ibrah im bin Abdu l Rahman.
Mr. Kang Kock Seng.
Tuan Haji Ahmad bin Abdull ah.
Mr. Tan Pho~k Kin.

IN ATTENDA NCE :

The Auditor-General, Federation of Malaya (Mr. H. M. Watson).
The Representati ve from the Treasury (Mr. G. W. Rothery).
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I . The Chairman, after welcoming the members, expressed his hope that
this special meeting of the Committee would not cause any inconvenience to
any member of the Committee. He then explained to the Committee his reasons
for caIling this special meeting. He said that on going through the approved
Report of the Committee, he found that in two instances in paragra ph 17
of the Report , the Committee had gone further than it should, and after
careful consideration he came to the conclusion that it was necessary for
the Committee to reconsider this particular paragraph, before submitting the
Report to the House. The two instances referred to above were :

(a) Su b-paragraph 1 of Paragraph 17-
" It appeared from this that the Treasury in confining

restrictions on projects without contractual commitments was not
appreciative of the financial consequences of restricting develop­
ment expenditure on uncompleted projects."

(b) Su b-paragraph 3 of Paragrap h 17- .
"The Committee recognised that at the beginning of 1958

there was a need to restric t expenditure on development, but was
not satisfied that the Treasury in allocat ing these funds gave due
considera tion to the need to complete revenue-earning projects
where they had started."

The Chairman informed the members that the Committee was in no
position to criticise the Treasury in (a) and (b ) above, because in both instances
the steps taken had already been approved by the Legislative Council when
it considered the Development Expenditure, i.e., the Tr easury was merely
putting into effect the resolut ion of the Legislat ive Council. That being the
case, the Chairman urged the members either to delete the whole of
paragraph 17 and substitute a new paragraph or re-word the paragraph.

2. After some discussion, Enche' Mohd. Yusof (a member of the
i'::ommittee) proposed the following amendments to paragraph 17:

(a) That the words " It appeared uncompleted projects." be
deleted and substituted by "The Committee hoped that in future
the Treasury would take due consideration of the financial con­
sequences of restricting development expenditure on uncompleted
projects." in sub-paragraph 1.
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Noes 1
Mr. Tan Pho ck Kin

Noes 1
MI'. Tan Phock Kin

(b ) Th at the words " .. . but was not satisfied that the Treasury
in allocating these funds gave" be deleted and substituted by
" but hoped that in future the Treasury in preparing the draft
estimates would give" in sub-paragraph 3.

But before the Cha irman had put the question on these ame ndments to the
Committee, Enche' Mohd. Yusof withdrew them.

3. Mr. Kang Kock Seng (a member of the Committee) then pro posed the
following amendments to paragraph 17 :

(a) That the words " It appeared . . . . uncompleted projects." be
deleted and substitute d by "The Committee noted the financial
consequences of restricting development expe nditure on un­
completed projects." in sub-paragraph 1.

Que stion put, and the Committee divid ed :

Ayes 5
Dr. Lim Swee Aun
Enche' Mohd . Yusof
Enche' Ibrah im
Mr. Kang Kock Seng
Tuan Haji Ahmad

(b) That the words "but was not satisfied that the Treasury in alloca ting
these funds gave" be deleted and substituted by " but hoped that
in future the Treasury in preparing the draft estimates would
give" in sub-paragraph 3.

Question put, and the Committee divided :

Ayes 5
·Dr. Lim Swee Aun
Enche' Mohd . Yusof
Enche' Ibrahim
Mr. Kang Kock Seng
Tu an Haji Ahmad

(Mr. Tan Phock Kin, a member of the Committee, disagreed with the
other members on this paragraph. His views on this paragra ph are set out in
Ap pendix "B").

4. Mr. Tan Pho ck Kin main tained that the Committee was not over­
stepping its limits by criticising the Treasury in paragra ph 17. He asked the
Treas ury Representative whether the Mini ster had at the time when he moved
the resolution in the Legislati ve Cou ncil, drawn the attention of the House to
the financial consequences which would result through such curtailment. The
Treasury Representa tive replied tha t acco rding to the Pro ceedings of the
Legislat ive Council , the the n Minister of Fi nance did not go into each Head
or Sub-Head in detail but he did explain to the House the acute financial
position at that time and warned the House that every considerable deve lop ­
ment projects would have to be put off, and that the sum of $ 12 mill ion
voted for the Railway Administra tion for contractual commitments represen ted .
the minimum expenditure.

Mr. Tan commented that the fact that a cut in expenditure on uncom pleted
works wou ld result in financia l loss was never poin ted out to the House at
that time : he felt that a sta temen t drawing att ention specifically to the
likelihood of financial losses through such curtailment would have been
sufficient. He also stated that had the House been informed of the facts and
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had voted knowing full well of the financial consequ ences, then the T reasury
could not be blam ed , but in this case there was ins ufficient evidence to show
j hat the facts were disclosed .

5. Mr . Tan Phock Kin proposed that the Committee should request
the Treasury Representative to leave the meeting. Question put and agreed
to. The Committee mad e the requ est and the T reasury Representat ive left
the meeting accordingly.

6. Mr. Tan Phock Kin (a member of the Co mmittee) stated that he
was not satisfied with the reason s given by the Chairman for calling the special
meeting of the Committee to recon sider paragraph 17 of the Report. He
admitted that the Chairman had a discretion to convene a meeting of the
Committee whene ver he thought fit, but in this pa rticul ar case, in Mr. Tan's
opinion, it was " wrong and improper" for the Chairman to do so. To him,
the Chairman should only have called the meeting if something extra ordinary
happened or some new facts had come to light since the last meeting of
the Committee. He maintained that in thi s particular case no new facts were
disclosed : all that were told by the Treasury Representative a t the meeting
were already expressed by the Treasury Representat ive who attended the
previous meeting of the Committee. He hoped that th is wou ld not be regarded
as a precedent. In future , he added, members sho uld consider very carefully
before coming to a decision, and if there was the slightest do ubt, the decision
should be deferred , but once a decision had been taken, it should not
be altered.

7. Tuan Haji Ahmad (a member of the Committee) than ked the
Chairman for calling the speci al meeting and added that the Committee should
not hesitate to reconsider its Report before subm itting it to the House
whenever it thought fit.

8. Mr. Tan Phock Kin ex pressed great fea r that some members of the
Committee might be influenced by a Ministry. Mr. Kang Ko ck Seng and
Dr. Lim Swee Aun (members of the Committee) replied that, in their opinion,
none of the members coul d be influenced by any Ministry.

Th e meeting adjourned at 3.55 p.m.
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ApPENDIX "B"

In Mr. Tan Phock Kin's considered opi nion, paragraph 17 of the Report
sho uld read as follows:

The Committee expressed its view that expendi ture am ounting to
$1,254,911. reco rded as Unproductive Ca pital Expenditure, was du e
mainly to Treasury restrictions imposed on Development Expenditure
in 1958. It appeared from this that the Treasury in confin ing
restrictions on projects with out con tractual commitments was no t
appreciative of the financial consequ ences of restricting Devel opment
Expenditure on uncompleted proj ects.

Though the Committee was told that the suspension of develop­
ment projects which had cost the Malayan Railway Administration
$1,254,911 at the time of the suspension would not cause any loss to
the Railways provided funds were for thcoming to complete these
projects, the Committee felt that owing to this suspension, the Malayan
Rail way Administra tion not only had to pay "unnecessary" interest
to the Treasury bu t is also prevented from earn ing income from such
projects.

T he Committee recognised that at the beginning of 1958 there was
a need to restrict expendi tur e on development, but was not sa tisfied
that the Treasury in alloca ting these fund s gave du e consideration to
the need to complete revenue-earning projects where they had started.

The Committee reco mmended to the Treasury to review its policy
on this matt er so that Public Funds can be controlled with greater
prudence.

7762- 575- 19-2-60.


