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PUBLIC ACCOUNTS COMMITTEE
(REPORT OF THE) ON PAPER B.-19a.-"THE PUBLIC REVENUES ACT, 1900": CORRESPONDENCE

IN CASE OF DIFFERENCE OF OPINION BETWEEN AUDIT OFFICE AND TREASURY AS TO
REFUNDS OF STAMP DUTY ON ESTATES OF DECEASED MEMBERS OF CONTINGENTS.

Report brought up 26th August, 1902, together with Minutes of Evidence, and ordered to be
printed.

ORDERS OF REFERENCE.
Extracts from the Journals of the House of Representatives.

Tuesday, the Bth Day of July, 1902.
Ordered, "That a Committee, consisting of ten members, be appointed to examine into and report upon suoh

questions relating to the Public Accounts as they may think desirable, or that may be referred to them by the
House or by the Government, and also into all matters relating to the finances of the colony whioh the Government
may refer to them; five to be a quorum: the Committee to consist of Mr. J. Allen, Mr. Colvin, Mr. Fisher, Mr. W.
Fraser, Mr. Flatman, Mr. Graham, Mr. Guinness, Mr. Palmer, Sir William Russell, and the mover."—(Hon. Sir
J. G. Wabd.)

Thursday, the 3rd Day of July, 1902.
Ordered, "That Paper No. 62,'The Public Revenues Act, 1900': Correspondence between the Audit Office

and the Treasury relative to Refund of Stamp Duty on Estates of deceased Members of Contingents be referred
to the Public Accounts Committee."—(Hon. Sir J. G. Wabd.)

HEPOET.
PAPER 8.-19A.—"THE PUBLIC REVENUES ACT, 1900": CORRESPONDENCE IN CASE OP DIFFER-

ENCE OF OPINION BETWEEN AUDIT OFFICE AND TREASURY AS TO REFUNDS OF STAMP
DUTY ON ESTATES OF DECEASED MEMBERS OF CONTINGENTS.

The Public Accounts Committee, to whom was referred the abovementioned Paper, has the honour
to report that it has considered the same, and is ofopinion that no action is necessary.

Tuesday, 26th August, 1902. G. Fisher, Chairman.

MINUTES OF EVIDENCE.

Tuesday, sth August, 1902.
Refunds of Stamp Duty on Estates of Deceased Members of Contingents.—(B.-19a.j

Mr. James Kemmis Warburton, Controller and Auditor-General, examined. (No. 1.)
1. The Chairman.] The Committee would like to hear what you wish to say with regard to

this matter?—I may say that the attention of the Audit Office was drawn to a certain item in the
estimates for the year ending on the 31st March, 1902. The item to which I refer is under
Vote 48. It is for £100 for the remission of stamp duty on the estates of deceased members
of contingents. I forget the exact terms in which the item is stated on the estimates, but it
is- for the remission of stamp duty on the estates of deceased members of contingents. Looking at
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the provisions of the statute under which the stamp duty was payable, the Audit Office regarded
this item as specific, and applicable only to cases which were known to have arisen for the
remission when the item was placed on the estimates. The Audit Office therefore considered that
the item could not be applicable to payment of more than the amount granted, and if there were
any estate which was not known at the time when the item was placed on the estimates it could
not be made applicable to such estate.

2. Mr. J. Allen.] Is that the whole trouble?—That is the whole trouble. If the item is not
put down for a known estate it is inoperative in view of the provisions of the statute in regard to
the payment and remission of stamp duty.

3. And was aremission of stamp duty made in regard to some estates other than the known
ones placed on the estimates ?—Yes. Here is one which goes far beyond the amount provided
for in that item. This is a case in which it is proposed to remit stamp duty to the extent
of £566 18s. 3d.

4. Was that one known at the time the item was put on the estimates ?—I conclude not, or
the item would have provided for that amount.

5. Then, the trouble was that not only was remission made on the known estate of a deceased
member of a contingent, but others afterwards, and they exceeded the amount provided for in the
item on the estimates ?—Yes; they were more than the item of £100 which the Audit Office
regards as specific.

6. Could it be made out of " Unauthorised," or how ?—The Audit Office did not object to the
amount coming out of "Unauthorised."

7. The Chairman.] Do you wish to say anything more, Mr. Warburton, in regard to this item ?
—No. I have explained myself fully in memorandum No. 16, on page 5 of paper 8.-19A.

8. Hon. Sir J. G. Ward.] Was not that memorandum, No. 16, written after the Governor had
determined the question ?—Yes.

9. Do you think it is a good practice that, after correspondence which has been led up to by
a dispute between the Audit Office and the Treasury has been submitted to the Governor,
and he has determined the matter, further comment should be made upon his decision?—
I think that the Audit Office objections should be stated. If the Audit Office finds an irregu-
larity in a charge of this kind I think Parliament should be informed of it. In this case, the
remarks of the Solicitor-General were not all sent up to the Audit Office, and it knew
nothing of the application to the Governor until after the Governor had determined the matter.

10. Then, if the Governor has determined a matter, you consider that it can be commented
upon by you afterwards ?—When I see what I consider to be a misapprehension of the law, or a
mistake, I consider it is my duty to inform Parliament of the matter, and Parliament is entitled to
have my opinion upon it—my objections.

11. In this memorandum No. 16, of the 3rd April, 1902, I notice you use this expression :
" Such was accordingly the judgment of the Audit Office, and such, consequently, the law."
What do you mean by that ?—I mean that the Audit Office interprets the law to a certain extent—
that is, the Audit Office must be satisfied.

12. Do you regard the judgment of the Audit Office as superior to the interpretation of the
law' by anybody else ?—Not by anybody else, perhaps, but superior to the opinion of the Law
Adviser of the Government. I consider the judgment of the Audit Office in such a case as equiva-
lent to a judgment of the Supreme Court in regard to the interpretation of the Public Eevenues
Act.

13. Then, you regard the judgment of the Audit Office as to the interpretation of the law as
superior to the opinion of the Law Adviser of the State and as overriding it ?—Yes.

14. Then, the Controller and Auditor-General is to finally decide?—I think it is so. I think
the interpretation of the law lies with the Audit Office to a certain extent. The Audit Office must
be satisfied. Of course, the difficulty maybe overcome by the Governor's order. But that can
be issued whether the Solicitor-General's opinion agrees with the judgment of the Audit Office
or not.

15. When the law says the Governor's order shall finally decide you think it is still right to
comment on the judgment of the Crown's Adviser?—l think I was right in informing Parliament
of the opinion of the Audit Office—that is, of its objections.

16. The law says the Governor shall decide. You say afterwards, " Such was the judgment
of the Audit Office, and such, consequently, the law." That is a comment upon what has already
been decided. Is it not areflection upon the Governor?—I do not think so. It was my duty to
inform Parliament of what had taken place. It was no reflection on the Governor.

17. You commence your memorandumby saying, " The Governor having determined " ; surely,
then, you are reflecting on the Governor's action?—No. I go on to give an explanation of the
matter.

18. That is followed by a memorandum by the Premier at the time, and a further memorandum
by the Solicitor-General, and another from yourself, in which you objected to the decision of the
Governor?—Yes; but I remark in my memorandum of the 10th April, No. 20, " Those remarks
of the Solicitor-General, though they appear to the Audit Office to cast areflection upon it, and
may reasonably be deemed to have influenced the Treasury, were not forwarded to the Audit Office
till after the Government had advised the issue of and obtained the Governor's Warrant." If I
thought there was any information which would be required by Parliament it was my duty to
supply Parliament with that information. I do not consider there was any reflection on the
Governor in supplying that information.

19. But the whole question in dispute, together with the opinion of the Solicitor-General, had
already been referred to the Governor?—In my memorandum of the 10th April I say, "The
Ministerreferred to the remarks which the Solicitor-General made in his minute of the 18th March
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on the memorandum of the 12th March, which was addressed to the Minister by the Audit Office,
in connection with its judgment on the question; but those remarks of the Solicitor-General, though
they appear to the Audit Office to cast a reflection on it, and may reasonably be deemed to have
influenced the Treasury, were not forwarded to the Audit Office till after the Government had
advised the issue of and obtained the Governor's Warrant."

20. That memorandum of the 18th March is No. 13 in these papers ?—Yes.
21. Well, that was after the Solicitor-General's opinion had been submitted to you, and you

had replied to it, and in the ordinary course your reply would have gone to the Secretary to the
Treasury, and then it must go to the Governor?—l think the reflections made on me in the matter
were such that I should have been informed of them. Still, I think that in this case the Audit
Office was justified in the course it took. I think that when the Audit Office conceives that
information is required, and that the law has not been properly interpreted, the Audit Office
should inform Parliament of the matter.

22. Are you of opinion that after a case where a dispute has arisen between the Treasury and
the Audit Office has been submitted to the Governor under the law it is a proper thing to review it
for the information of Parliament?—I think, if Parliament requires information or explanation from
the Audit Office it is necessary to give it ? Ido not regard the Governor's order as above the law.
The Audit Office interprets the law to a certain point. The Solicitor-General merely advises
whether the judgment of the Audit Office is according to law or not.

23. The Chairman.] What the Committee is anxious to arrive at is this : Where does the
final decision rest ?—With the Audit Office, so far as the law is concerned.

24. Do you tell us that the Governor's order is the only authority to which you bow?—The
order of the Governor determines to what account the amount shall be charged.

25. You tell us in one breath that the order of the Governor is the only authority that you
recognise as superior to your own, but that does not determine the matter, because you come to
Parliament with these papers. I should like to know where is the final authority in settling
disputes between you and the Treasury ?—I do not regard it as a matter of dispute. The inter-
pretation of the law is determined by the Audit Office being satisfied or not. The Governor makes
the order determining the account to which the amount is to be charged.

26. What I want to get at is this—and if I am wrong I wish to be shown where I am
wrong : The Treasurer is guided by Act. There is an amendment of the Public Eevenues Act
which refers this matter through the Solicitor-General to the Governor : this makes the Governor
superior to the Audit Office. Then there is a decision by the Governor, and still you discuss
the decision of the Governor?—No, not at all. We interpret the law to a certain point, and we
make no reflection on the Governor.

27. Very well; we have the order of the Governor, which, it would be proper to assume,
determines the question between you and the Treasury. Then, what is it we are asked to do?—I
submit that it is-an abstract question which ought to be put in writing, so that I might have an
opportunity of considering it.

28. What lam searching for is this : Where is there to be a finality ? We have the Public
Revenues Act, which says the Governor is to decide ; but it appears from these papers that you hold
that his decision is not final. Where, then, is there to be the final decision ?—The Governor's
decision is final so far as stating to what account the amount is to be charged.

29. Mr. Palmer.] You said that when you determined a point of law your decision had the
same force as the decision of a Judge of the Supreme Court ?—Yes.

30. Then, under section 53 of " The Public Eevenues Act, 1891," when your interpretation of
the law is overridden by the Governor, does not that reverse your decision ?—No.

31. Why not?—Where the Governor has overridden my decision I have already required in a
second case of the same description an exactly similar order to be made, and I have the authority
of the Solicitor-General for that course.

32. I do not grasp what you mean ?—lf, for instance, the decision of the Governor was that
the amount should be charged to a particular account, and it was followed by a precisely similar
case, I should require another Governor's order.

33. You could have as many orders as you wished, and have them every day, because there
is no controlling power over the Governor's orders?—Bach order only determines one particular
case.

34. Is not the Governor's power overriding under section 53 of " The Public Eevenues Act,
1891"?—I do not think so.

35. That is your opinion?—Yes.
36. Supposing your opinion is wrong?—l cannot answer a suppositional question. The

Governor determines each particular case where the Government applies for his order, and we say
the claim is not legally chargeable. He determines to what vote this amount shall be chargeable,
and if a second similar case should arise I should require a second order.

37. Would not that be questioning what the Governor does ?—I do not think so.
38. Supposing that in coming to your decision you had made a mistake in the law, still your

decision becomes absolute, whether it is legally right or wrong?—I cannot suppose such a case.
39. Even Supreme Court Judges are not infallible, and you might make a mistake ?—I should

like to have abstract questions of this kind written down, so that I might have an opportunity of
considering them deliberately before being called upon to answer them. I have mentioned the
fact that the Audit Office requires that these charges shall be made legally, and the Solicitor-
General does not object to the decision of the Audit Office that in every case of a similar kind a
Governor's order shall be issued where the Executive claims to make charges which the Audit
Office does not approve of.

40. You assume that your decision must be law, and if the Governor overrides it he is over-
ruling your decision as to the law ? —I obey the Governor's order,

3
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41. Mr. W. Fraser.] Has this money been paid ; and, if so, from what vote ?—lt has been paid
as a charge to Vote 48, I think. I forget exactly.

42. I understand it was in excess of the £100 provided for in Vote 48. This amount is £566.
How can you pay £566 out of £100? How did the dispute arise?—The item for the remission of
stamp duty on the estates of deceased members of contingents was considered by the Audit Office
to be specific, and not applicable to charges of more than £100. Therefore when an overcharge
for £566 came in we refused to pass it.

43. Hon. Sir J. G. Ward.] The item was one item of a particular vote?—Yes.
44. And the vote was largely in excess of the £566 ?—Yes. The item was for £100, but the

vote was for a larger sum.
45. Mr. W. Fraser.] Then, you objected to the£566 being paid out of Vote 48 ?—I did, because

the item in the vote for £100 was a specific one, and the statute did not give the exemption which
would have enabled the remission of stamp duty in this case to be made. The remission was in
conflict with the statute, and the item was therefore considered by the Audit Office to be a specific
one.

46. Is there power under the Public Eevenues Act to transfer from one vote in the same class
to another, or are they bound by the item?—I will give you an instance of a specific item. An
item for the remission of Customs duty on certain articles in respect of which duty is payable is
placed on the estimates. In that case the whole vote under which the item appears does not
become available. It is like an item for a compassionate or specific allowance to a particular
individual.

47. Hon. Sir J. G. Ward.] Is it the fact that the Vote 48, not the item, had ample money
in it to enable that payment to be made out of it?—l think it had.

48. Previous to your questioning this £100 were there other payments of the same kind ?—
There were, and through inadvertence of the office they were passed, but when this one came
under consideration it was thought necessary to remark upon- it.

49. You think, then, it should have been paid out of " Unauthorised"?—That question was
not raised, but we should not have objected to that being done. "

50. The vote was ample, but you objected to the expenditure of this item ?—I objected to the
expenditure of this amount in the remission of stamp duty, although the item was comprised in a
vote for a larger sum, because the statute required that the revenue should be collected, and did
not provide for the remission in this item. The statute was against a remission beyond what was
provided for in the item itself, and therefore the Audit Office looked upon this as a specific item.

51. If you had a vote for, say, £25,000 for road expenditure, and there were various items
from £500 to £1,500 : if the total vote was not exceeded, would you think it necessary to put the
machinery of the Audit Office into operation to show that a particular item was exceeded ?—Not
unless it was a specific one. lam not speaking upon abstract questions just now.

52. Mr. J. Allen.] In a vote where there are separate items, would the Audit Office consider
it right to question the excess paid over the amount laid down for the item unless paid out of
" Unauthorised" ?—lf an item was not a specific item of the vote in question the Audit Office
would not regard the item as more than determining one of the purposes to which the vote was to
be devoted as a whole. If there was money in the vote available, I should allow the expenditure
on the items without regard to their amounts ; but if there was an item in the estimates for the
remission, not coming under the statute, of a duty which it made payable, I would not allow the
expenditure of the specific item to exceed the amount of such item.

53. But not if paid out of " Unauthorised" ?—We should not have objected to its being paid
out of " Unauthorised."

54. If paid out of "Unauthorised," could the amount exceed the item?—There are many
items which are exceeded. The great majority of them can be exceeded, if there is sufficient money
in the vote; but this would not apply in the present case. Section 3of "The Public Eevenues
Acts Amendment Act, 1900," provides: "In any case where any payment of an item is provided
for in the estimates as passed by the House of Eepresentatives, and is included in the total of the
vote in the Appropriation Act, such payment of the said item may be lawfully paid, anything in
any Act to the contrary notwithstanding ; and the said payment shall be deemed to be irrespec-
tive of any appropriation or limit contained in any such last-mentioned Act: Provided that in no
case shall the amount so paid exceed the total sum of the item voted : Provided further that this
section shall apply only to payments which could not be lawfully made if this section were not in
operation." If taken out of " Unauthorised," that section will not apply.

55. Then, the payment cannot be made except out of " Unauthorised " ?—We took no excep-
tion to " Unauthorised," and therefore we did not consider that section.

56. Mr. Guinness.] Did you act under the provisions of "The Public Eevenues Act, 1891,"
or under the amending Act of 1900 in making this objection—under section 53 of " The Public
Eevenues Act, 1891," or under section 9 of the amending Act of 1900?—We did not act under
either of those sections.

57. Did a dispute arise between you and the Colonial Treasurer as to whether this money
should be paid?—I cannot say that there was any dispute as far as the Audit Office is con-
cerned.

58. Did the Colonial Treasurer act under section 9 of " The Public Eevenues Acts Amendment
Act, 1900 " ?—Yes ; but it is a question of law.

59. Did the Colonial Treasurer determine the question as set out in section 9 of " The Public
Eevenues Acts Amendment Act, 1900 " ?—The Colonial Treasurer did not determineit. The section
provides, " In case any difference of opinion arises between the Audit Office and the Treasury as
to the vote, appropriation, fund, account, or other authority to which any expenditure ought to be
charged, or as to the proper head of revenue, fund, or account to which any receipt should be
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credited, the question shall be determined by the Treasurer, and his determination shall be laid
before Parliament as provided by section fifty-three of the principal Act: Provided that if in the
opinion of the Audit Office the question involves matter of law, then it shall be determined by the
Governor, having before him the opinion of the Attorney-General thereon ; and in such case the
objection of the Audit Office, the opinion of the Attorney-General, and the determination of the
Governor shall be laid before Parliament as provided by section fifty-three of the principal Act."

60. Did you give your opinion to the Secretary to the Treasury that this was not according
to law ?—I do not think so.

61. You will see that that section provides that the determination of the Governor shall be
laid before Parliament as provided by section 53 of the principal Act. Now, section 53 of " The
Public Eevenues Act, 1891," provides, " If the Audit Office declines to pass any issue or credit
requisition on the ground that the charges therein are not according to law, the matter in dispute
shall be determined by the Governor in Council, having before him the opinion of the Attorney-
General ; but the objections of the Audit Office shall, together with the opinion of the Attorney-
General, be forthwith laid before Parliament, if Parliament be then in session, and, if not, then
within ten days after the commencement of the then next session." In the face of that statutory
enactment, you are not to lay before Parliament anything but your statement and the opinion of
the Solicitor-General: how, then, do you come to lay all these other memoranda and corre-
spondence which appear in these papers before Parliament ?—I consider it was my duty to lay all
the facts before Parliament.

62. Is there any other statutory enactment to which you can refer us which states that you
can set out all these other facts?—That section does not limit my power in reporting the objections
of the Audit Office to Parliament.

63. I will read the section again. [Section read.] Does not that limit the objections you
have to report ?—Those are not merely the objections given before the application to the Governor,
but any objections the Audit Office may have to raise.

64. Is it not the objections on which the Solicitor-General has given his opinion?—The Act
does not say so.

65. Can you refer us to any other enactment, except this section 53 of " The Public Eevenues
Act, 1891," which shows what you are to lay before Parliament?—l should be wanting in my
duty to Parliament if I were not to lay before it all the facts connected with the matter.

66. I do not say you did not do very right, but I want to know what enactment entitles you
to give an opinion after the Governor has determined ?—I should be a useless officer of Parliament
if I were not to furnish it with all the information in my possession in regard to any matter which
I had to lay before Parliament.

67. The Chairman.] I heard you say this many times this morning—l have written it out:
You hold that the Audit Office is the interpreter of the law, and, the interpretation of the law by
the Audit Office having beeii given, the Auditor-General will yield to no other authority. Then
you go on to say that, if the law does not give effect to what the Government desires and Parlia-
ment has granted, the law must be altered ?—I did not say that. I said that Parliament should
consider the necessity for an alteration of the law. I said the judgment of the Audit Office
determined the law for itself.

68. But you said you would not yield to any other authority ? —I didnot say that, because
Parliament might alter the law. I think abstract questions of this kind should be submitted in
writing, so that I might have an opportunity of considering them.

Tuesday 19th August, 1902.
Evidence of Mr. J. K. Warburton continued. (No. 2.)

Mr. Warburton: I should like to explain the position of the Audit Office with respect to the
complaint against it of making a statement of the case after the Governor's order has been made.
The provision of the Public Eevenues Act is that the objections of the Audit Office shall, together
with the opinion of the Attorney-General, be forthwith laid before Parliament. Now, in the
judgment of the Audit Office the objections mentioned in that section are those made in respect
of the intention of the Government to apply for the Governor's order, and the Audit Office expects
that it may be informed of such" a proceeding, and that the opinion of the Attorney-General, with an
intimation of an intention to proceed for the Governor's order, may, before the Governor's order
is obtained, be submitted to the Audit Office for its objections. The opinion of the Solicitor-
General is a sort of challenge to the position taken up by the Audit Office, and the Audit Office
claims the common right of a defendant to know what the proceeding is to be and what the
counsel for the Crown may have said in support of it. That is the position we take up, that we
ought to know what the proceeding is and what the opinion of the counsel for the Crown is, and
that then we should be afforded the privilege of a defendant in answering a charge. lam refer-
ring to case 4 as an example, because it was a case dealt with by Sir Joseph Ward, who can bear
me out in what I say. In that case the Solicitor-General's opinion was not submitted to the Audit
Office till after the Governor's order had been obtained, and I had good reason to believe that the
order was not to be applied for. All that we ask is that we may in every way have an opportunity
of meeting the charge.

1. Mr. Palmer.] When you say " charge" do you mean it in a personal way?—Oh no. It
is simply an opinion objecting to our judgment.

2. Hon. Sir J. G. Ward.] You were of the opinion that after your memorandum of the 25th
March—namely, "Audit Office, 25th March, 1901.—The Hon. the Colonial Treasurer.—Advances
to Colonel Penton and Major Owen.—The vouchers, which now have been sent in for credit of the
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imprestee, and according to which the payments are charged to the Unauthorised Expenditure
Account, are passed subject to the objection already raised by the Audit Office, that it was contrary
to law for the imprestee to use in making such payments money which had not been issued to him
by way of imprest for the purpose of being expended under section 47 of the Public Eevenues Act
without the appropriation of Parliament; and, as the Treasury is understood to contend that it was
not contrary to law for the imprestee to do so, the Audit Office proposes in the circumstances to
take exception to the payments in question having been made by the imprestee out of money of
which the issue to him by way of imprest had been charged to votes for authorised services.—
J. K. Warburton, Controller and Auditor-General "—was written, no further action was neces-
sary ?—So far as that memorandum is concerned, no further action of the Audit Office was necessary
with regard to the entry as it then stood.

3. After the memorandum was sent to the Colonial Treasurer on the 25th March the point in
dispute between the Audit Office and the Treasury, to enable that amount of £3,000 to be made
against the interest in London, had not then been settled. You see this memorandum of yours
dated the 25th March, 1901, addressed to the Colonial Treasurer. The last point up to which you
had acted was the 18th June?—Oh, that is 1901. These memoranda are merely put in as examples
of objection. That memorandum of the 25th March, 1901, is a paper attached to No. Bto show
that the Treasurer was not correct in stating that the Audit Office had never objected. This was
put in as evidence that we always did and were objecting.

4. It was after that audit that the matter was referred to the Governor, of course ?—lt was
referred to the Governor in June, 1902. This was the case mentioned which happened the other
day. It was only after the order was obtained that we knew anything of the advice of the counsel
of the Crown. I only desire to inform the Committee as a witness.

5. Would you, Mr. Warburton, if you had had the advice of the Crown in this case dated the
21st June, 1902, have prevented it going to the Governor for settlement ?—-No ; but I should have
made before the Governor's order the statement of objections coming after the Governor's order.
That is the objection that I understood was made.

6. You have had the Solicitor-General's opinion before it has gone to the Governor?—l think
in every case I have been justified in saying something. If we were freely informed of the pro-
ceeding and of the advice of the Solicitor-General—that is, the opinion of the counsel for the
Crown—then we should have less reason to say anything after the Governor's order. I think we
should know the intended proceeding, and be afforded every opportunity of stating our reasons
before the Government goes to the Governor.

The Chairman : Gentlemen, I must call you back to 8.-19a; we have drifted away to 8.-19b.
7. Hon. Sir J. G. Ward.] Does the Auditor-General consider it was right to comment upon

the final decision of the Governor in a matter that had been the subject of dispute ?—The Auditor-
General says he had not the whole of the information placed before him before the matter was
referred to the Governor.

[At this stage Mr. Fisher had to leave to attend another Committee, and Mr. Guinness took
the chair.]

The Chairman : Now that Sir Joseph Ward has got this information from the Auditor-
General I think it would be advisable that we should proceed. We have dealt with the first paper,
8.-19, and now we are going to 8.-19a.

8. You have given evidence on this paper as to the repayment of duty on the estate'.1of
deceased troopers, Mr. Warburton ?—Yes.

Mr. James B. Heywood examined. (No. 3.)
9. The Chairman.] I propose to ask Mr. Heywood to give evidence on 8.-19a. Have you

given evidence on paper 8.-19 yet, Mr. Heywood ?—No.
The Chairman : I move, That the consideration of 8.-19 be postponed until Sir Joseph Ward

reports to the Committee as to whether he can see his way to recommend an amendment—to
meet the case—of the Public Eevenues Act.

The motion was carried.
The Chairman : Now 8.-19a. Mr. Warburton has given evidence on it. You have nothing

further to add, Mr. Warburton?
Mr. Warburton : No. .10. The Chairman.] We will now take your evidence, Mr. Heywood. What is your name

in full?—James B. Heywood.
11. You are Secretary to the Treasury?'—Yes.
12. As far as I can see, Mr. Warburton's statement of the position from the Treasury point

of view is contained in these papers. Have you anything further to add, Mr. Heywood?—l do
not know that I need add anything for the information of the Committee in respect to the matter.
I would like to point out an error which is due to the printer, or the typist, in connection with the
paper 8.-19a. I think Mr. Allen asked me last time I was here the meaning of the words in the
Bill "Be Campbell and Parkinson, deceased."

13. It was Mr. Palmer?—The name of the deceased is Campbell Parkinson. The word
" and " should be left out. I might tell the Committee I find that the item was charged with six
payments in respect of refunds for stamp duty. These were allowed to pass by the Audit Office,
and overdrew the £100 voted to the extent of £66 15s. 7d. before the Audit Office discovered it.
Of course, that was merely an oversight on the part of the Audit Office and upon which I lay no
stress at all. Then, it has been subsequently charged with £566 18s. 3d., £3 10s. 6d., and £7 9s.
Of course, the Committee will understand that I have nothing to add to the arguments already
used in connection with the matter. The Audit Office dictum is the law, whether it is good,
bad, or indifferent; and, if it does not agree with the law which is said to be the law by the
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person who is an expert in the law, the Treasurer has to obtain the Governor's Warrant to
override the layman's opinion. I may mention also in regard to the observations which have
been made by the Controller that it appears to me that in the paper that we are looking at
opportunity was given for the Audit Office to state their case in the fullest possible manner
before the Warrant was obtained. The Solicitor-General's opinion was sought, was obtained,
was referred to the Audit Office, was commented upon by the Audit Office, and afterwards the
Warrant of His Excellency was obtained. Notwithstanding that, you will see that the Audit
Office was good enough to make very long observations on the Warrant of His Excellency. Of
course, criticism of His Excellency's opinion I cannot help thinking—it is only my own opinion—
is not a proper thing, nor for comment to be made after the Warrants of His Excellency have
been made, because there is no finality at all. As you will see by these very papers, it could have
gone on, of course, until now, and you would never have got to the end of it. Finality in such
matters, of course, is that of the determination of His Excellency.

14. Hon. Sir J. G. Ward.] This item of £566 18s. 3d., Mr. Heywood. The total amount
of Vote 48 was not exceeded, I understand ?—The item for £100 was exceeded at the time this
£566 18s. 3d. was presented for audit.

15. Was the total amount of the vote exceeded with only that item excluded ?—I do not know
that the total vote was exceeded.

16. What has been the custom of the past in cases where an individual item that might be
exceeded was included in a vote?—The custom has hitherto been that the appropriation for each
item is not considered by the Audit Office, except in special cases.

17. Then, I understand, in this particular case of Campbell Parkinson's, that the view of the
Audit Department regarding the £566 18s. 3d. has been treated exceptionally ?—Yes. The Audit
Office considered that this was a special item which was limited to the item set down on the
estimates for this particular service.

18. And a number of other claims of the same character had been allowed to be charged to
the item. I understood you to say £2,000 had been inadvertently charged ?—Oh, no. I said that
the item itself had been exceeded by £66 15s. 7d. at the time this voucher was sent to the Audit
Office.

19. What were the items you were referring to in the matter of £2,000-odd a few moments
ago ?—I did not refer to £2,000.

20. What is your opinion about this particular method of charging against the vote when the
individual item is exceeded?—l consider that the estimates not being part of the Appropriation
Act the Audit Office is only concerned with the limits in the Appropriation Act set against each
vote. And that has been the practice ever since the estimates ceased to be a part of the Appro-
priation Act.

21. Can you suggest a method by which the disputes that from time to time must necessarily
arise between the Audit Department and the Treasury can be settled without involving tags
being attached to the Public Accounts, which create unnecessarily, in the minds of outsiders, an
impression that there is something wrong with the Public Accounts of the colony ?—No; under
the existing law I cannot suggest anything. I quite recognise that the duties of an Auditor
necessitate his placing his opinion upon the accounts submitted to him. If in his opinion the
accounts are correct he states so. If they are wrong in his opinion he places his remarks against
the accounts, and those constitute the tags which we very often have. Of course, the matter is
one whichrests entirely with the Auditor himself. There are auditors and auditors; some are not
so careful as others. Some have different opinions concerning the particular points upon which
they have examined the accounts, and it may happen that one auditor will consider that the
accounts, although in his opinion they are not absolutely as correctly stated as they might be,
are sufficiently accurate as not to be worth his while to draw attention to the apparent discrepancy
which is in his own mind. Another auditor would consider that he should draw attention to it.
In a general way I do not see how we or anybody else are to overcome that sort of examination,
which the Audit Office feel it necessary to do. It obtains not only in Government accounts, but it
obtains with every account that is examined by any auditor of any reputation whatever.

22. Yes; but the point is in regard to a dispute between the Audit Office and the Treasury
which is bound to arise from time to time. There is a method of settlement. With your varied
experience, is there no way you can suggest that the settlement should be a final one, so as to
obviate the necessity of havings tags attached to the Public Accounts ?—No; I consider the tags on
the Public Accounts are the expressions of the Auditor's opinion.

23. Even after a dispute has been -settled?—Yes.
24. Mr. W. Eraser.] You made use of an expression just now, "An appropriation for an

item ": is there such a thing ?—No; technically there is no appropriation for an item.
25. There is an appropriation for a vote, is there not?—Yes.
26. In this kind of correspondence the point at issue between the Solicitor-General and the

Auditor-General appears to be as to whether this particular item of £100 was a specific appropria-
tion or not ?—That is so.

27. What is your opinion as to whether this sum of £100 was specific or not ?—I am clearly
of opinion that it was not specific.

28. What would you mean by the term " specific? "—Well, I agree with the interpretation of
the Solicitor-General upon the subject. I think that he has absolutely differentiated the term
" specific."

29. You mean that the £100 was not a specific payment to any particular person, but that the
item of £100 was intended to cover any sums which might require to be paid on account of the
refund of stamp duty ?—Yes. That is a constant practice. We will get an item placed upon the
estimates for the purpose of being able to charge that item for expenditure of a similar character.

7
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g'B'TC'3o. Could you have had any knowledge of the claim of £566 18s. 3d., and that it was likely
to arise where the £100 was placed on the estimates?—Not the slightest. The £100 was placed
on the estimates in respect to no particular claim.

31. You said that certain sums had been paid out of the vote besides the £566 18s. 3d.:
what were they?—The first claim was £136 17s. 9d.

32. Was that objected to ?—No. The next one was £10 2s. 3d. ; the next, £10 ss. 4d. ; the
next, £3 18s. 6d. There is another one for 19s. 4d., and one for £4 12s. sd. That totals to
£166 15s. 7d. Then I presume the Audit Office—l do not for a moment imagine that the Con-
troller himself saw the voucher until the examining clerk had shown it to him—dealt with it. It
was probably the seventh claim. If it had been £56 instead of £566 18s. 3d. probably it would
have gone through the same as the others, but being such a large amount no doubt the examining
clerk thought it his duty to bring the matter before the Controller.

33. Is it the practice when a claim for a sum of money largely in excess of an item in a vote
is made to pay that out of that vote under cover of that item?—Oh, yes, that has been done.

34. And has it been objected to ?—Well, speaking from memory, I should imagine that there
have been thousands of this sort of charges against these items.

35. In excess of the items?—Yes ; and no objections have been made to them.
36. You have read that letter of the 10th April. Now, in reference to your comment as to the

propriety of the Auditor in reflecting on the matter after the Governor's Warrant, do you not think
that the Auditor was justified in so far by the remarks contained in his letter of the 10th April
that he did not receive, or rather had not before him, the Solicitor-General's letter until after the
Governor's Warrant had been issued?—ln reply to that I may say, of course, that Mr. Warburton
was probably correct in his letter that he had not had that minute before him; but that does not
alter my opinion in the least upon the propriety or impropriety of correspondence being carried on
after the judgment by determination of the Governor has been arrived at; and Mr. Warburton
apparently by these papers, if these references are correct, had the opportunity of setting out the
whole of his arguments before the Governor's Warrant was obtained.

37. But he had not seen the whole of the correspondence from the Solicitor-General?—He
had not seen at that time the whole of the correspondence from the Solicitor-General.

38. At what time ?—Before the Governor's Warrant had been issued.
39. With whom does the responsibility lie of forwarding the opinions of the Solicitor-General

to the Auditor-General?—I think that theAct does not require that the Solicitor-General's opinion
should be forwarded.

40. With whom did it lie ?—With the Treasury.
41. Do you not think that the Treasury should submit to the Auditor-General the whole of

the opinions given by the Solicitor-General before any final steps are taken, in order to avoid
friction ?—ln order to avoid this subsequent correspondence ?

42. Yes ?—lf the Treasury could be assured that the subsequent correspondence would be
avoided, I think we would be willing to submit the whole correspondence, or rather'the opinion of
the Solicitor-General, in every case to the Controller first; but the Act does not require that, and
in the case that you have before you the Solicitor-General's opinion was forwarded to the Audit
Office.

43. Not the whole of it ?—The further opinion of the Solicitor-General was not sent.
44. That was a statement of the opinion of the Solicitor-General?—But the opinion of the

Solicitor-General was forwarded to the Audit Office, and the Auditor replied to it, and it was con-
sidered by the Treasury that the whole of the arguments which the Audit Office could submit had
been submitted.

45. The Chairman.] Do you not think it would be a very proper thing for the Legislature to
pass an amendment to the Act to the effect that if the Solicitor-General's opinion were obtained on
the question of a dispute between the Audit Office and the Treasury it should be submitted to the
Auditor-General for any remarks that he may wish to pass upon it before the opinion is submitted
with the request to the Governor in Council to make his order?—Yes, I should quite agree to
that.

46. Hon. Sir J. G. Ward.] You might put this question to both of them, Mr. Chairman :
Upon questions of law and the interpretation regulating orders should there not be some one whose
opinion would be final in order to save all this bother and trouble? That is what it amounts to, it
is all a question of law; and should there not be some authority whose opinion—for the guidance of
both the Controller and Auditor-General and the Treasurer—should be final?—I think most
undoubtedly that should be the position.

47. That is where all these troubles arise?—Yes; it is the interpretation of the layman against
the skilled expert in law. Of course, the Committee willreadily understand that there are numbers
of cases for disagreement which arise between the Treasury and the Audit. It is only those which
contain questions of law which they get before them. There are numbers of occasions where a
disagreement arises between the Treasury and the Auditor and the Solicitor-General decides the
Treasury is wrong, and of course the Committee see or hear nothing of those cases.

Mr. J. K. Warburton recalled. (No. 4.)
48. Hon. Sir J. G. Ward.] I want to ask you, Mr. Warburton, if from your wide experience

you can suggest any method by which, after a dispute between the Audit Department and the
Treasury has arisen and has been settled, the avoidance of the attachment of tags to the Public
Accounts—which are so misleading to outsiders and calculated to be damaging to the colony—can
be accomplished in future similar cases?—Well, ii the transactions of the Public Accounts are not
strictly in accordance with the law I do not see how you can avoid a report to that effect.
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49. There is no suggestion that you can make where you could alter it—where you could have

it finally settled so as to avoid the tags which have been attached to the Public Accounts?
—I think not. I think you must have a report by the Auditor on the account itself. The
Auditor cannot in such report lose sight of every objection.

50. What I mean to say, Mr. Warburton, is this : The course of procedure in connection
with these disputes is that you report to Parliament and that report is laid on the table of the
House. That is under section 9of the Public Eevenues Act. Is there no method, in your opinion,
whereby the attachment of tags to the Public Accounts can be avoided? Take the last clause of
section 9 of the Act?—lf the Treasury had charged the £566 18s. 3d. to the Unauthorised Expen-
diture Account there would have been no report upon it. The provision to report to Parliament
is in a ease—as I understand the law—where the Administration considers it necessary to pay,
but impracticable to charge to the Unauthorised Expenditure Account.

51. It is not a question as to whether this could have been charged by being charged to
" Unauthorised expenditure." My question is whether you can avoid attaching tags to the Public
Accounts by reporting direct to Parliament and keeping those tags off the Public Accounts?—
There is no tag in that case on the Public Accounts.

52. What I mean to show is that advantage is taken of the fact that there is a tag upon the
Public Accounts of the colony, and that it has arisen through a misunderstanding regarding that
account, and the impression is widely disseminated that our Public Accounts are negligently kept,
that our accounts are all wrong, and there is a misunderstanding on the part of the public in
regard to those accounts. What I want to know is whether you could not achieve the same
object by having a report direct to Parliament, and keeping those tags off' the Public Accounts ?

Mr. Heywood : I can suggest something, Sir Joseph Ward, if you will allow me. I consider
there is a method, and a simple one, to obviate these tags, and it is in this direction : If the law
were altered from its present condition so that the Public Accounts should not require to be
audited prior to publication, then these tags would not appear. In the other colonies, and I
suppose pretty well throughout the world, the Audit Office presents a report upon the accounts of
the colony, and it is this report—which is quite separate and distinct from the accounts—that is
submitted to Parliament and the public. It is in this report that the Auditor's tags or comments,
reports, and opinions are contained; and if that was our system here the Audit Office would not
put these tags upon the abstract of the accounts presented to Parliament, and through it to the
public; but the opinions of the Audit Office and the consequent tag would come along in the
report just the same.

Mr. Warburton : Yes ; after the Public Accounts
Mr. Heywood : But they would not be attached to the abstract of the Public Accounts as

gazetted.
53. Hon. Sir J. G. Ward (to Mr. Warburton).] In your opinion, Mr. Warburton, the same

object could be achieved by an alteration in the law—to have a report from the Audit Department
upon the accounts, and which could be considered ?—I do not think that would be consistent with
the principle of an auditor's report—"That it should on the account itself state any objection."

Mr. Heywood: I might remark that it is the effect of two systems. This is the effect in our
colony of the pre-audit system, as against the post-audit system the world over.

54. Hon. Sir J. G. Ward (to Mr. Heywood).] Are there any other countries which have the
pre-audit system as well-as us?—No, not in any place that I am aware of.

55. Hon. Sir J. G. Ward (to Mr. Warburton).] Do you see any objection to the post-audit?
—No, Ido not. I think it is a good system. I think it is the natural system, that of audit after
payment. When all the work of the administration is done the Audit Office should come in and
examine the result. I think that is a proper system of audit, and under that system you have the
administration making its payments of accounts on grounds which will justify them. If they re
submitted to the audit before payment, the passing by the Audit Department is often consideaed
quite sufficient. At present, if an account is passed by the Audit the administration is quite cron-
tent to pay it, whether they think it right or not. In the Public Trust Office accounts the system
is one of audit after payment, and there you have every clerk taking very great care before he makes
a payment that he will be vindicated by the auditor. But under our present system an account
may sometimes be sent in three or four times, as in a case that obtained three or four years ago ;
and if, for instance, an account like that could be paid before audit and justified by the administra-
tion there would be no objection to so paying it. They might draw an imprest and pay it; but in
cases of payments that might be challenged by the Audit Office the administration or the Depart-
ment considers it safer to go to the Auditor first—that is, safer if the Audit Office passes it first
than if they pass it themselves.

56. In your opinion would it be preferable to have post-audit instead of pre-audit ?—Yes. I
think it would be preferable under a good system of accounts, not under the Treasury system
such as I have seen. I would not, however, like to be responsible for recommending any alteration
of the system unless I had the carrying-out of it. I certainly have always thought—and whenI was
in the Public Trust Office I brought about audit after payment—that our accounts should be on the
system of paying direct the amount of the moneys you are authorised to spend. A clerk might be
in the Treasury to pass the payments made as the business went along. But if I set up a
system I should like to be in a position to see it carried out—to be its executive or administrative
officer. I should like to have the independent administration of the system myself. I think if a
post-audit system were adopted it should be one that would work automatically, whether you were
there or not. It ought not to be dependent upon one man, however good that man might be. It
ought to be a system that would work automatically and to the satisfaction of all.

57. Hon. Sir J. G. Ward (to Mr. Heywood).] Which, in your opinion, would be the better of
the audit systems for the colony, the existing system—the pre-audit—or the post-audit?—l am very
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strongly of opinion that the colony should as quickly as possible revert to the post-audit system.
The experience of late years is quite sufficient for me to see that there is nothing for it but to
revert to the old system of post-audit so long as we can preserve as closely as possible the advan-
tages which we have obtained from the pre-audit system, and those advantages are in the direction
of the speedy entry in the Public Accounts of the colony of the expenditure and receipts. With a
carefully drawn new Public Eevenues Act, which should be in the direction of conserving those
advantages, I am clearly of opinion that the post-audit system should be, if possible, immediately
substituted for the present pre-audit system. The great advantages to be derived from the post-
audit system, so far as the public is concerned, will be the avoidance to a large extent of the many
delays which take place in consequence of the attempt of the administration to get payments made
which are properly payable to the public, and which are delayed from time to time owing to the
difference of opinion which often arises between the Audit Office and the Treasury. In the post-
audit system the administration takes the actual responsibility of making the payments, and the
public get their money, and the friction and trouble and delay which may subsequently arise
affects only the departmental administration, and not the public. So for these reasons lam of
opinion that the post-audit system would be a great improvement on the present system.

58. Mr. Graham.] You said that your opinion was that we ought decidedly, and as soon as
possible, to revert to the post-audit in preference to the pre-audit system : what was the reason
that we discarded the post-audit system to adopt the pre-audit system ?—On account of the enormous
delay there was in making up the Public Accounts of the colony.

59. Supposing that we revert to that system as you suggest, how is that delay to be avoided in
the future ?—You may remember I remarked that provided we retained the advantages which the
pre-audit system gives us in being able to enter payments and receipts as speedily as they are
now entered.

60. Then, you are of the opinion that if we revert to the post-audit system we can get certain
advantages under that system that we do not possess under the pre-audit system ?—Yes, that can
clearly be effected.
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