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APPENDIX Il
MINISTRY OF COMMUNITY DEVELOPMENT & CO-OPERATION
(Department of Community Development) ‘

Statement showing Action taken or proposed to be taken on the re-
commendations of the P.A.C.

EIGHTH REPORT (Third Lok Sabha)
Recommendation

1. The Committee are not convinced of the utility of the post of the
Social Educational Organiser. They trust the Ministry will take
up this matter urgently and either merge the duties and fune-
tions of this officer with another or abolish the post altogether.

[S. No. 18 of Appendix IV to the Eighth Report, 1962-63)
ACTION TAKEN

The Social Education Organiser, as a member of the Block
Team of Extension Officers, was entrusted with the responsibility of
promoting youth and other associate organisations, adult literacy,
library and reading rooms, leadership training programme of Gram
Sahayaks Camps, Youth Camps, School Teachers’ Camps in Social
Education and recreational and cultural activities,

2. With the introduction of Panchayati Raj some changes took
place in the functions of the Social Education Organisers. Based
on the recommendation of the Annual Conference of Community
Development held in 1960, the State Governments were permitted to
combine the functions of the S. E. O. with that of the Panchayat
Extension Officer or the Sub-Deputy Inspector of Schools in
blocks, where they were not able to provide a separate functionary
for Social Education. The Ministry communicated to the State Gov-
ernments three job charts relating to (1) Panchayat Extension Work,
(2) Promotion of Community Organisations, including youth organi-
sations, and (3) Educational, recreational, cultural and social acti-
vities as a part of the adult education programme. The States were
requested to apportion the entire work among different functiona-
ries, depending on the number of functionaries available and the
quantum of work. The emphasie in the job of the Social Education
Organiser was shifted to organisational work, organisation of yuvak
mandals and other associate groups. Some of the State Governments
have accordingly combined the post of Social Education Organiser
with that of the Panchayat Extension Officer or the Education E»
tension Officer in blocks. Even where the Social Education )
ser has been given a composite role, in the fleld either of Education
or of Panchayats, in addition to that of Social Education, it was em-
phasized that his principal tasks relating to Social Education should
not suffer and for this purpose he should continue to receive the pres-
cribed training. This was reiterated by the recent Conference of
State Ministers of Community Development and Panchayati Raj.

1
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8. With the introduction of Village Volunteer Force, the Social
Education Organiser is further required to associate himself actively
with the training of Dalapatis and other members of the village
Volunteer Force, besides promoting the programme of mass educa-
tion through the organisation of radio listening groups and infor-
mation-cum-Community Centres. )

4. In view of the position explained above, it is necessary to have
in each block a functionary who will look after the programmes of
Social Education. While it is desirable to have a separate Social
Education Organiser for this purpose, the State Governments have
been given the freedom to combine this post with that of Panchayat
Extension Officer or the Education Extension Officer, provided the
principal task of this combined functionary relating to social Edu-
cation does not suffer and he receives the prescribed training appro-
priate to this task.

[O.M. No. 27/7/63-Bud., dated 4th April, 1964]
Recommendation

2. In the opinion of the Committee, the production purchase or
translation of books should not be undertaken by the Ministry
of Community Development & Cooperation, This function should
better be left either to the Ministry of Education or to the
Ministry of Information & Broadcasting who are in a better posi-
tion to ensure the correctness of the facts contained in the books.

[S. No. 20 of Appendix IV to the Eighth Report, 1962-63]
ACTION TAKEN

The Scheme for the production of literature as visuaiised by this
Ministry is primarily meant for the members of the Panchayati Raj
Institutions, cooperatives ete. who are engaged in Community Deve-
lopment and Cooperation programmes and not exclusively for neo-
literates. The scheme is implemented jointly by the Ministries of
Community Development & Cooperation, Education and Information
and Broadcasting. The Ministry of Community Development & Co-
operation, which possesses the necessary technical knowledge of the
requirements of Community Development and Cooperstion  pro-
grammes, selects the subjects and draws up synopsis. Sclection of
books/ manuscripts on these subjects is done by the Ministry of Edu-
cation. Rendering in regional languages, printing, price fixation as
well as distribution are done by the Ministry of Information & Broad-
casting.

2. In the initial stages of the scheme there was not gnod res-
ponse to the invitation for entries of books and manuscripts on
approved subjects. As a result, books which had won prizes under
other schemes of the Ministry of Education were purchased for sup-
ply to village libraries. Since then there has been steady progress.

3. Having regard to the observations made by the Public
Accounts Committee, the working of the Scheme was recently re-
viewed by this Ministry in consultation with the Ministry*of Finan-
ce. It was agreed that, with a view to avoiding duplication, the
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:scheme should be re-oriented and funds allotted should be exclu~
sively utilised for the production and distribution of literature con-
«ducive to the concept of ommunity Development, Panchayati Raj
:and Cooperation. Under the revised scheme, it has been decided not
to produce books on cultural subjects, but to confine production to
Subjects with which this Ministry is directly concerned.

[O.M. No. 27/7/63-Bud., dated 4th April, 1964]
Recommendation

‘8. The Committee would like the Ministry to lay stress on the
actual execution of the programme and the achievements made
and not on the amount of money spent on the programme. The
Ministry should also make periodical assessment of the physical
targets achieved so that a watch may be kept on the progress
made in different spheres.

[S. No. 21 of Appendix IV to Eighth Report, 1962-83]
ACTION TAKEN

This Ministry is already laying great emphasis on the review of
progress in terms of physical achievements. The schedules for
periodical Block level progress prescribed by the Ministry mainly
relate to items of physical progress. The Annual Appraisal of pro-
gress of the Community Development programme prepared by the
Ministry is also devoted mostly to an analysis of physical achieve-
ments. The brief financial review given in the appraisal is meant
1o ascertain the extent to which the Plan outlays have been utilised
in the prescribed manner, according to the priorities fixed, and to
assess whether the phvsical achievements are commensurate with
the funds spent for the purpose.

2. An attempt is now being made to evolve a suitable procedure
for obtaining independent estimates of agricultural production at
the level of each Block. If this proves successful and Block level
estimates of agricultural production are obtained as a regular fea-
ture, it will be possible to relate the progress in making available
various inputs with the end result of increase in actual production.

[0.M. No. 27/7,63-Budl., dated 4th April, 1964]



APPENDIX IV
MINISTRY OF EDUCATION

Action taken or proposed to be taken on the recommendations of the
Public Accounts Committee

EIGHTH REPORT (Third Lok Sabha)
Recommendation

1. A detailed statement regarding submission of utilisation certifi-
cates by voluntary welfare institutions in respect of grants
given to them by the Central Social Welfare Board is still
awaited. The Committee would defer their comments till the
requisite information is received from the Ministry.

[S. No. 23 of Appendix IV to Eighth Report (1962-63)]
ACTION TAKEN

The requisite information has already been submitted to the:
Public Accounts Committee vide item No. 4 of the statement en-
closed with the Ministry of Education’s O.M. No. F. 5-21/62-SW.3,.
dated 22nd March 1963.

[O.M. No. F. 6-3/63-A.8, dated 9-8-63]
Recommendation

2. The Committee desired to be furnished with the following further
information: —

(a) a statement regarding purchase and maintenance of jeeps
by the Board for the last three years.

(b) a statement giving a year-wise break-up of the expen-
diture of the Board since its inception.

The Committee regret that neither of the statements has yet been
received. The Committee, therefore, defer their comments on
these aspects of the question. In the mean time, in view of the
paramount need for econdmy, in the background of the national
emergency, the Committee would like the Ministry to explore the
possibility of curtailing exrpenditure incurred by the Central Social
Welfare Board.

[S. No. 24 of Appendix IV to Eighth Report (1962-63)]

ACTION TAKEN

The information regarding jeeps and the CSWB’s expenditure has
aiready been submitted to the Public Accounts Committee vide items
No. 2 and 3 of the statement enclosed with the Ministry of Educa-
tion’s O.M. No. F. 5-21/62-SW .3. dated the 22nd March 1963, address-
ed to the Lok Sabha Sectt. (not printed). As regards the Commit-
tee’s observations regarding economy in the Central Social Welfare

4
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Board's expenditure, steps have already been taken in this direction..
Thus at the time of preparation of the revised estimates for the
Board’s expenditure for the year 1962-63, the provision for the Board
was reduced from Rs. 250 lakhs to Rs. 195 lakhs. Again, for the year
1963-64, the Board had proposed a budget provision of Rs. 260 lakhs.
The amount actually provided for the Board in the current financial
year’s budget is, however, only Rs. 200 lakhs inspite of the fact that
the Board now has to spend more on some items of its programme on
account of re-orientation of those items towards defence effort.

[O.M. No. F. 6-3/63-A.8, dated 9-8-63]

Recommendation

3. (i) The Committee regret to abserve that the mistake in noti-
fication issued by the M/E.A., which showed the appointment of the
officer concerned as First Secretary, had entailed to Government an
extra avoidable expenditure of over Rs. 10,000/-. The Committee
consider this as unfortunate. They trust that care will, henceforth

be taken by the Ministry concerned to ensure that mistakes of this
type do not recur.

(i) The Committee hope that such non-recovery would not be
allowed to become a precedent for future.

(iii) The Committee also feel that after the Education Ministry
had pointed out to the Mission that the officer concerned was not
entitled to the residence for which negotiations were being conduct-
ed, it should have, instead of further proceeding in the matter, refer-
red the case to the Ministries concerned and taken their specific

approval to the proposed lease deed. This, unfortunately was not
done.

[S. No. 26 of Appendix IV to 8th Report (1962-63)].

ACTION TAKEN

(i) The requisite order (not a Notification as stated by the Com-
mittee), granting the rank of First Secretary, with allowances as such
was issued by the Ministry of Education on the advice of the Foreign
Service Board, received. through the Ministry of External Affairs.
It appears, however, that the decision of Bgard was based on some
misunderstanding. A copy of the recommendation and Report of the
PAC (including this particular recommendation) has been sent to
the Ministry of External Affairs for guidance. No specific action on

the part of this Ministry is necessary. The recommendation has.
however, also been noted by Ministry of Education.

(ii) The recommendation has been noted.

(iii) A copy of the recommendation has been sent to the Embassy
of India, Washington for information and guidance.

[O.M. No. F. 6-3/63-A .8, dated 9-8-63]

Recommendation

4. The Committee take g serious view that an organisation, like
the Central Social Welfare Bgard, fed by Govt. grents, should have



6

persisted in following irregular procedure, resulting in defalcation,
regardless of objection by audit and directives by Govt. The Com-
‘mittee trust that the Ministry of Education will, henceforth, be more
effective in ensuring not only proper utilisation of their grants but
.also strict compliance with their directives, by the Board.

[S. No. 27 of Appendix IV to 8th Report (1962-63)]

ACTION TAKEN

The Committee’s observations have been noted.
[O.M. No. F. 6-3/63-A.8, dated 9-8-63]

Recommendation

5. The Committee were informed that with a view to obviating
the recurrence of cases of the present type a n:. mber of measures had
since been introduced to improve the accountity and cash procedure
in the Central Sociol Welfare Board. The Committee trust that the
introduction of these measures will result in the achievement of the
end in view.

[S. No. 28 of Appendix IV to 8th Report, (1962-63)]
ACTION TAKEN

The Committee’'s observations have heen noted.
[O.M. No. F. 6-3/63-A. 8 dated 9-8-63)

Recommendation

6. The Committee desire that the Departmental proceeding should
be finalised at an early date and report made to them.

[S. No. 29 of Appendix IV to 8th Report (1962-63)]

ACTION TAKEN

The Committee's observations have been noted. A Departmental
Commitiee cons:sting of the Chairman, Central Social Welfare Brard
(Chairman) and Deputy Educational Adviser, Socinl Welture Divi-
sion, Ministry of Educaiion (Member) has since hern set up. The
Committec is expected to, finalise its report hv 19th December 1963.

[O.M. No. F. 6-3/63-A.8, dated 9-8-63]

Recommendation

7. While the Committee appreciate the circumstances in which
the Education Department, Tripura had to undertake departmental
construction of buildings, they see no justification on the part of the
Department for withdrawing excessive funds from the Treasury
during the last few days of the financial year as also their failure to
execute formal agreements with contractors or take earnest money or
security deposit from them. The Committee are also wunable to
understand how, in the absence of measurement books, the Depart-
ment could ensure that the payments made to the contractdrs were in
conformity with the actual work done by them. The Committee
trust that care will, henceforth, be taken by the Department to
obviate the recurrence of such irregulanities.

[S. No. 30 Appendix IV to the 8th Report 1962-63]
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ACTION TAKEN

The observations made by the Public Accounts Committee in this
behalf were duly communicated to the Tripura Administration. The
Administration have since reported that they have issued instructions
to their Education Department to take steps to avoid recurrence of
such irregularities in future vide Tripura Administration letter No
F. 6(1)-Fin(B) /63, dated the 6th June, 1963.

[O.M. No. 6-9/63-A. 8 (Vol. II) dated 9-12-63]

Recommendation

8. While agreeing with the view of the Ministry that the appoint-
ment of Chartered Accountants for auditing the accounts of each
camp would not be commensurate with the expenditure involved,
the Commiitee feel that it would be useful to have the accounts of a
group of camps audited every year in rotation. The Committee
would also like to reiterate their earlier recommendation that the
auditors for this purpose should be appointed with the approval of
the Comptroller and Auditor General, who should further be autho-
rised 1o issue directions to the auditors in regard to the manner in
which the accounts shall be audited. The Committee also suggest
that. in view of the large scale grants, that are being given (o the
Bharat Seval Samaj, the feasibility of associating one of the officers
of the Ministry of Finance with the Samaj to tender advice in
financial matters may also be examined.

[S. No. 32 of Appendix IV to 8th Report (1962-63)].

ACTION TAKEN

The reenmmendation made by the Public Accounts Committee for
the appointment of a few internal auditors by the Bharat Sevak
Sarnaj has been furtber examined. The Government do not consi-
der it necewvnrv to implement this recommendation at present as the
pattern of camp movement has since been revised from the current
finimeial vear with efTect from 1st April, 1963. The Scheme of Labour
and Social Service Camps has since been reoriented with a view to
assessing to what extent solf-sufficiency could be achieved. In these
camps only remunerative projects are proposed to be taken up and
the heneficiary agency is expected to pay for the labour put in by
the students on the projects in those camps. In view of the changed
situation it is likely that the Samaj will not be able to conduct us
muany camps as thev had hitherto been conducting.  Accordingly the
concession oxtended to them that the camp accounts may be audited
by the Block Devalopment Officers.sInspectors of Schools. Headmas-
ters and Principals of Schools and Colleges, Local Fund Auditors,
Officers of the Co-operative Department etc. has been withdrawn.
The rules and conditions of the reoriented scheme require that ac-
counts of all the camps should be audited by Chartered Accountants.
In the circumstances the question of appointment of internal audi-
tors does not anise as the camp accounts will now be audited by char-
tered accountants.



The task of reviewing the grants-in-aid given to Bharat Sevak
Samaj by different Central Ministries will be performed by the Co-
ordination Committee on Public Co-operation. The Ministries con-
cerned are already represented on this Committee. Besides, a post
of Finance Officer to be attached to the Secretary, National Advisory
Committee on Public Co-operation has already been sanctioned. The
post is being filled by the Planning Commission in consultation with
the Ministry of Home Affairs.

[O.M. No. F. 6-3/63-A. 8 dated 9-8-63]

Recommendation

9. The Committee observe that the maps sold to the general
public constitute a small proportion of the total number of maps
tssued by the Map Record & Issue Office, Dehra Dun. The Commit-
tee, therefore, suggest that the question of firing ad hoc prices of
these maps and thereby effecting economies in the maintenance of
cost accounting staff for determining the cost of these maps, may be
urgently eramined by the Ministry. The extent of savings in annueal
recurring expenditure as a result of this measure may be intimated to
the Committee.

[S. No. 78 Appendix IV to Eighth Report 1962-63]

ACTION TAKEN

It is not a fact that a fairly large complement of staff is being
employed in the Survey of India to do a detailed costing of the sale
price of maps to be sold to the public. The position is that cost rate
books are maintained in every section of the Reproduction offices of
the Department by the section officer himself or by another person
deputed by him for any work that passes through the section. The
maintenance of the cost rate books takes only a very small time of
the Section Officer as he just computes the figure from the schedule
of rates and enters in the register slip of the job. On the basis of
these entries, a monthly statement of income and expenditure of the
different sections of the Reproduction offices is made out to enable
the Manager and the Director to watch the expenditure on stores and
other items and to check the profit and loss of each section which, in
turn, indicates the work-load and the efficiency of each section. These
data have to be maintained in the Survey of India factories with the
object of maintaining a check on their efficiency.

As regards the pricing of maps of different series, the prices are
fixed by working out the cost of reproduction of some sample maps of
a series from the plate-making stage onwards in accordance with the
schedule of rates. This job takes only a few man-days in the whole
year and no special staff is employed particularly for this purpose.

The present system has proved to be in the interests of efficiency
of the printing establishments and has worked satisfactorily. In-
view of this and as no special staff is employed by the Survey of India
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Department on cost accounting it is felt that no change in the exist-
ing procedure is called for.

[(S.R.C.A. O.M. No. F. 7(5)/62-Acc. dated 28-8-1963]

Recommendation

10. The Committee regret to observe that the plant purchased by
the Central Food Technological Research Institute, Mysore, at a cost
of Rs. 2.00 lakhs for large-scale manufacture of Tapioca Macaroni has
not been utilised for the intended purpose since January, 1961. The
Committee desire that efforts should be made for the maximum utili-
sation of the plant, failing which steps should be taken for its disposal.

- [S. No. 80 of 8th Report (1962-63)]

ACTION TAKEN

The objection is based on the assumption that the plant was
intended for use as a regular production unit. It was actually intend-
ed for use e@s an experimental plant to demonstrate the possibilities
of the process developed by the Institute. The Kerala Government
which was interested in the process asked for supply of certain qlt;lhan-
tities which were produced and paid for by that Government. ey
were satisfied with the possibilities and therefore asked for the
design and estimates for a bigger plant with a capacity of 20 ton~ per
day. This was furnished by the Institute.

The Plant has various components for unit operations and these
different units are being used in connection with other experimentml
programmes. The latest developments in the line relate to the pro-
duction of ‘weaning foods with high proteip contents’ and the ‘ready-
to-eat pre-cooked foods’ for the Armed Forces which have been
appreciated by the UN.I.C.EEF. and the Army Headquarters in the
<context of the present National Emergency.

In appreciation of the work done on protein rich foods at the Ins-
titute, the (NTH), United States of America, National Institutes of
Health, have recently sanctioned a major project costing Rs. 38.00
Jakhs and this Plan is being utilised as a major research equippment
for this research work.

The Councjl of Scientific and Industrial Research has noted the
observation of the Committee that the Plant should be fully utilised
-and steps in this direction will be taken.

[S.R.C.A. O.M. No. 18,1/63-PU dated 12-9-63.]
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Recommendation

11. The Committee were informed that the price of the plant had
been fired at Rs. 44,407. The party to whom the plant had been sold
was a big firm in Kerala (should be Madras State). It had aleady
paid Rs. 8,000 and according to a letter received from the firm, the
balance would be paid in the month of March. The Committee
would like to be informed w:ien the full recovery of the amount due
from the firm in question is effected.

[S. No. 81 of Appendix IV to Eighth Report (1962-63)]

ACTION TAKEN

The Plant for the production of Multi-purpose Food was located
in Coimbatore for the purpose of meeting a specific demand of the
Government of Madras for producing a protein food supplement in
conjunction with the mid-day school feeding programme. The Plant
was transferred, erected and run by the Institute to demonstrate the
possibilities and also to keep a check on the quality. The ultimate
object was to transfer the plant to industry as it was not considered
desirable for the Institute to keep on with large-scale production
worth thousands of rupees per day.

This being a new type of food to which the masses were not
accustomed, the industry was fighting shy and was not coming to
take up commercial production. The industrialist who eventually
came forward was selected for the purpose in consultation with the
Government of Madras. He undertook to provide the necessary faci-
lities of accommodation, transport etc. and the Institute agreed to
instal the plant, technical advice and supervision for the trial period
of six months of the end of which the Industrialist would take over
the plant on payment of cost.

As initially the installation of this plant was for demonstration
purposes, it was not considered necessary to enter into forma! agree-
ment. An agreement was reached in respect of (i) cost of equip-
ment and Plant and other charges payable by the firm to the Coun-
cil of Scientific and Industrial Research and also (ii) the cost of the
services, rent of buildings, salary of staff and wages of workers and
other miscellaneous charges which were borne by the firm in the
duration of working of the Plant by the Institute and thus payable
by the Council.

The Amount due from the firm was arrived at Rs. 64,256.48 (in-
cluding the cost of the Plant and’ equipment which was fixed at
Rs. 44.407.25) and the amount payable by the C.S.1.R. to the firm was
arrived at Rs. 27,763.56. The net amount due from the firm was
Rs. 36.492.92 which has been received from the firm in final settle-
ment of the trial operation and cost of the Plant, on 29th March, 1963.

Thus a sum of round about Rs. 8,000 was adjusted «towards the
cost of the plant and not actually paid by the firm to the Counecil of
Scientific and Industrial Research.”

(S.R.C.A. O.M. Nb. 18/1/63-PU dated 12-9-63)



APPENDIX V

MINISTRY OF EXTERNAL AFFAIRS

Statement showing action taken or proposed to be taken on the re~
commendation of the P.A.C.

THIRD REPORT (Third Lok Sabha)

Recommendation

1. The Committee note that while there has ‘been some improve-
ment in the situation some of the notes weré received in the Lok
Sabha Secretariat more than two months after the presentation of
the Appropriation Accounts to Parliament. The Committee expect
the Ministries strictly to adhere to the prescribed time limit and
trust that every endenvour will be made to avoid similar delays in
future. Had the Ministries furnished their notes in time, it would
have been possible for the Committee to examine the excesses much
earlier and present their Report to Parliament in the August-Sept-
ember, 1962 session.

°
ACTION TAKEN

The observations of the Committee have been noted end neces-
sary instructions issued to all concerned.

Recommendation

2. One unsatisfactory feature noticed by the Committee was that
out of 11 voted Grants in which exrcesses occurred in as many as 5
cases. amounts were surrendered as late as in March, 1961. This
would show that the Ministries concerned did not have a correct
appreciation of the trends of erpenditure against these gramts right
upto the end of the Financial year. The Committee would tike the
Ministry of Finance to eramine this aspecs in detail in consultation
with the Ministries “oncerned, so as to avoid such anomalous situa-
tions in future.

ACTION TAKEN

The observations of the Committee have been noted and neces-
sary instructions issued to all concgrned.

Recommendation

3. The Committee observe from the notes furnished to them by
the Ministries concerned that, as in the previous years, the excesses
were primarily due to defective assessment of requirements in the
budget and in the revised estimates. In some cases misclassification

¢ 11
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‘in accounts was partly responsible for the excesses. This would
indicate the imperative need for greater attention to estimating, con-
trol over progress of expenditure and prompt reconciliation of the
Lg&artme.ntal figures of expenditure with those of the Accounts
‘ es.

ACTION TAKEN

The observations of the Committee have been noted and neces-
sary instructions issued to all concerned.

. Recommendation

4. The Committee find from one of the explanatory notes on ex-
cesses that the Ministry of Finance have already issued clear ins-
tructions in June 1957 regarding provision for charged expenditure
to meet payments of awards, Decrees, etc. likely to ‘be e against
-Government during the year. They trust that these instructions
would be followed strictly in future and that in regerd to provision
-of fund to meet the erpenditure on account of erbitration awards/
Court Decrees and their correct accounting, there will be no over-
-sights or misunderstandings.

ACTION TAKEN

The observations of the Committee have been noted and neces-
sary instructions issued to a.u concerned.

"Recommendation

5. The Committee feel that the explanation of the Ministry is not
quite satisfactory; for the Nagaland Administration should have got
in touch with the State Government concerned and the Accounts
Officers and ascertained the extent of debits likely to be raised
-Obviously this was not done. This only confirms that there has been
lack of close liaison between the Administration and the concerned
State Governments and Accounts Offices. The Committee consider
that there is a need for closer co-ordination amongst the wvarious
departments concerned with the object of ensuring that the erpendi-
ture does not exceed the voted grants.

ACTION TAKEN

The observations of the Committee have been noted and neces-
sary instructions issued to the Nagaland Administration in particu-
lar and to the Authorities concerned in general.

A Note will be sent separately duly vetted by Audit.

[O.M. No. Q/7340/Audy33763-B & A. IIl, dateq 36-9-63].

26-9-63].
EIGHTH REPORT (Third Lok Sabha)
'Recommendation

6. The Committee feel that enough attention is not being paid to
the tribal areas. They suggest that a small advisory committee con-
sisting of members of Parliament from the areas may be constituted
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to advise Government on matters concerning the development of the
areas.

[S. No. 8, Appendix IV, 8th Report (3rd Lok Sebha)]
ACTION TAKEN

(i) The suggestion made has been given very careful considera-
tion, but it is felt that it would not be practicable to set up such a
committee for the present. However, because of the very special
and deep attention actuelly paid to the area, schemes are formulated
and funds provided for the maximum possible acceleration of effort.
It is usually the limitations of terrain, personnel and logistics rather

than e lack of interest or a lack of desire to progress quickly that
sometimes results in shortfalls.

(i1) The figures of expenditure from 1953 onwards show the rapid
increase. These are tabulated below:—

Year Assam Rifles Education Econ. D v. of Total Budge*
Triba! Ar. as Grant.
Rs. Rs, Rs. Rs.
1953-54 1,59..49,441 372 478 30,68,323 3,78,53,000
1984-5% 1.75.5.4,33% 3.08.4921 38,72.¢06 4.36.95,7200
I1955-5» 2,42 s5.901 548 437 34.56 723 £.52.67,700
195f-67 2,57 0%.46) €.10,°"1 30,66 502 6.66.08,700
1G6=-53 291.89 76 13.70, 3 81.71.973 £.82,12.000
194%-5) 4,54,22 373 15,02 <35 93.26 798 8 43 8o.000
1GSy 62 5,00.05 Q31 15.32, 8 5.6y T<6 5.7C.90,000
196G-61 £.75.47,059 16.63. 46 {r 21,02 321 10.27,74.000

The slight epparent decrease in the total Budget Grant for 1957-
58 was due to the tronsfer of Tuensang Frontier Division in NEFA to
Nagaland.

(iii) The increase in expenditure has resulted in solid physical
achievement. The cducational statistics zre summarised below:

Ttem Position a®time Position Remarks
o" Ind ‘pendence today

Schools in NEFA 3 211

Students cnrolment in NEFA 50 Over 9.000

Middle Schoaols in NEFA Nil 26

High Schools & Higher Secondary schoels  Ni [

At the time of Independence, there was only one single Matri-
culate in NEFA and due to the lack of en educational base, the next
group »f 3 students could only sit for Matriculation in 1954. Now that
this b:se has been satisfactorily widened, rapidly increasing numbers
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are becoming aveilable for higher education. This year 35 students
matriculated. Their quality is also excellent. During each of the last
two years Matriculation success percentages have been over 709, as
compared with the Gauhati University average of 40 to 50 per cent.

(iv) NEFA has produced its first Agricultural Graduate while
another is studying for his Agricultural Degree. The first NEFA
student is studying for his MBBS. As many as 136 trained Primary
School teachers are now from NEFA itself and N.E.F.A. is producing
its own rural health visitors and junior nurses at its own institution,
as well as helping with stipends the training of compounders out-
side. NEFA hopes shortly to send its first engineering trainee for
degree studies at Roorkee and special emphasis is being laid on
technical education.

(v) NEFA now has 6 NCC Units and 20 ACC Platoons with the
total enrolment of 470 Cadets.

(vi) NEFA now has 91 health Units and 14 Mobile Medical Teams
as against 15 at the time of Independence. It has already surpassed
the all-India average with one doctor for every 2,800 people and one
hospitz! bed for every 370, although distances and difficulty of com-
municutions also have to be taken into account. The stress is now on
preventive rather than curative measures. Malaria incidence has
been reduced by 959, and the spleen rate around Paseghat from 90
per cent to 4.89,. BCG teams have inoculated nearly 70,000 pecople.
Smallpox inoculation is in progress and Goitre is being contrrlled by
the distribution of iodisal salts. 600 villages have benefitted from
water supply schemes. 40 NEFA girls have been trained as Junior
nurses and 18 boys as Health Assistants at the NEFA Health Training
and Research Institute.

The commercial extraction of timber has increased twelvefold and
forest revenues have risen from 3.41 lakhs in 1951-52 to 36.65 lakhs
in 1962-63. Forest plantation end regeneration programmes are ex-
panding. NEFA now has a co-operative Rice Mill, three tribal saw
mills and is canning and bottling its own orange squash and pine-
apples.

During the first two plans 780 miles of roads. 654 miles of bridle
paths and 3389 miles of porter tracks were built.

9. Agricultural and live-inck farms have been established and 413
Gram Sevaks including 300 Tribal candidates trained in NEFA’s own
institution. Agricultural implemgnts worth Rs. 4,72,000 and 1,47,000
fruit grafts and seedlings have been distributed on subsidy. Many
areas of NEFA where the people for several months of the year had
to subsist on jungle roots are now agriculturally self-sufficient for the
villagers food, and smmll surpluses are now becoming available for
sale to Government staff in the interior.

There are now 43 co-operatives-Consumer, transport and milling,
with a share capital of Rs. 2,81,62,000, as egainst 5 co-operatives in
1956-57. .
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Even more important has been the widening of the horizons of
the people themselves. There are many instances of active help
given to our forces during the recent operations. They welcomed the
administration on its return and have volunteered in increasing
numbers for the Armed Forces, Assam Rifles and Home Guards,

[O.M. No. Q/Aud./7340/30/63-BA. III, dated 3-1-64]
Recommendations

1. The Committee fee] that im all cases of the present type, the
Ministry of Law should be consulted. at the initial stages so as to
avoid complications later. The Committee would like to be informed
of the final disposal of plots which could not be utilised for the pur-
pose for which they were purchased

[S. No. 33—Appendix IV, 8th Report (3rd Lok Sabha)]
ACTION TAKEN

The Committee’s recommendation has been brought 1o the notice
of al] Indian Missions and Posts abroad for compliance. The High
Commission was advised to take up the matter with the Pakistan
Government at the highest level when relations with Pakistan be-
;‘Otmc' more cordial. No progress in this case has been possible so
ar, :

Recommendations

8. The Comimittee jeel that proper !ists and stock registers should
have been maimtained when the furniture was originally received
amd also  wrhen it was transferred to another place. Non-
maastenance  of such registers sknws laxity on the part of
suprrvwory  officers. They would reiterate their recommenda-
tion in para 65 of their Forty-Second Report (Second Lok Sabha)
and desire that the Ministry of Exter-ial Affairs should take steps to
~atisfy itself thar at least now stock registers for furniture etc. are

aintained by all the Indian Missions abroad and that the stocks are
erified physically at regular intervals and reconciled.

[S. No. 34—Annexure 1V. 8th Report (3rd Lok Sabha)]
ACTION TAKEN

As a resull of persisten: and continuous follow-up action, Stock
Registers from 72 Missions (including Karachi Mission) have al-
ready been received though with minor defects Only 18 Missions
have not been able to complete this work as vet.

As regards Karachi, it may b® mentioned that there are more
than 250 India-based Officers and members of Staff on the rolls of
this Mission. The relevant Stock Registers have been compiled on
the basis of physical verification and other records available with
them and a copy of each has been received in this Ministry.

As re;;ards physical verification, 46 Missions (including our Mis-
sion in Peking) have completed the work and sent phvsical verifica-
tion certificates to the Ministry.
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The defaulting Missions have been reminded and f.hey have re-

poried that they have taken the necessary steps to complete the
work of physical verification. pe P

Recommendations

9. The Comsmittee are unhappy to mote that in spite of the fact
that complete and detailed instructions with regard to maintenance
of accounts had already been issued by the Ministry of Extermal
Affairs, some of the Missions did not observe them. They would like

the Ministry to enjoin upon the Missions the importance of strictly
observing such instructions. '

[S. No. 35. Appendix IV, 8th Report (3rd Lok Sabha)]

ACTION TAKEN

It has once again been enjoined upon all Missions/Posts of follow
the instructions meticulously.

Recommendations

10. The Committe take a serious note of the disregard of the fin-
ancial rules by officers in high position who are exprcted to  set
examples in such matters for other staff. They Hope that the Minis-
;ry will take suitable measures to avoid a recurrence of such cases in
uture.

[S. No. 36, Appendix IV, 8th Report (3rd Lok Sabha)]
ACTION TAKEN

Noted.
Necessary instructions have been issued.

Recommendations

11. The Committee are perturbed over the negligence on the part
of the supervisory officers in not exercising proper checks and taking
things for granted which f{acilitated the embezzlement. Theu regret
to note that there has been some delay in finalising action ‘against
the delinquent officers. The Committee recommend that a thorough
investigation of this case should be made. responsibility fired and
suitable action taken against the delinquent officials. The Comm:!-
tee would also like to be apprised of the results of this investigation.

[S. No. 37—Appendix ]V, 8th Report (3rd Lok Sabha)]
ACTION TAKEN

The two locally recruited messengers who embezzled Government
money were prosecuted in court and both of them were convicted to
terms of imprisonment. The possibility of instituting civil proceed-
ings to recover the amount of loss has been examined. Considering
the financial standing of the two messengers, it has been decided
that it would not be advisable to start such proceedings against them.

They are making payments in instalments of small amounts.
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The question of responsibility of the Supervisory officers and staff
for the loss to Government is stil] being investigated.

Recommendationg

12. The Committee would like to observe that if prompt and ade-
quate action had been taken when Audit pointed out bad state of
accounts of the Consular section in November, 1958, this subsequent
embezzlement could have perhaps been avoided. The Ministry
should examine this aspect of the case also. The Committee would
also like the case against the Supervisory officer to be decided ex-
peditiously and the Committee be apprised of the same.

{S. No. 39, Appendix IV, 8th Report (3rd Lok Sabha)]}

ACTION TAKEN

The officer who committed the embezzlement has been dismissedd
from service. In the departmental proceedings against the super

visory officer, the penalty of Censure has been imposed on him on
the advice of the U.P.S.C.

Recommendationg

13. The Committee are unhappy to note that in this case also, the
supervisory officers have failed to discharge their duties efficiently
and vigilantly. They hope that the supervisory officers will come
upto expectations and streamline the working of the various Indian
Missions abroad. They hope that action against the supervisory offi-

cers concerned would be completed soon the Committee apprised of
the same.

{S. No. 30—Appendix IV, 8th Report (3rd Lok Sabha)]
ACTION TAKER

The court case against the India-based Cashier, who committed
the embezzlement is stil] proceeding. As advised by Special Police
Establishment, the action against the supervisory officers has to
wait i1} the court case against the cashier is decided.
Recommendations

14, The Committee are surpriced to npte that although the Minis-
tri gut the information about this case as early as December, 1960,
they ‘nformed the Accountant General, Central Revenues, only in
February, 1962, and that the explanation of the supervisory ofcer
was also called for as lete as February, 1962, They hope that acion
againgt the defaulting ~icers for irregulorities and lapses in  this
case will be completed carly and they will be informed about it »
due course,. *

[S. No. 40—Appendix IV, 8th Report (3rd Lok Sabha) ]

ACTION TAKEN
The defalcation in question was done by three acts of malfea-
sance:— -
(a) one, by altering a cheque for Rs. §,9000.
(b) second, by forging and encashing a draft for Rs. 12,000.
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(c) third, by encashing three cheques (total wvalue of
Rs. 14,972) ang not accounting them in Account Books.

(2) The negligence on the part of supervisory officer in the case
of first act of malfeasance was negligible, and after examination it
was decided not to take any disciplinary action against him. The
blame for the second act of malfeasance was upon the bank authori-
ties who encashed the draft. No supervisory officer of the Mission
could be made responsible as the blank form on which the draft for
encashment was made out did not come from the set of forms issued
to the Mission. As regards the third embezzlement, disciplinary pro-
ceedings have already been started against the supervisory officer
regponsible. He has submitted his reply to the charge sheet which
is under consideration.

(3) The Government or the Reserve Bank of India have not
suffered any loss so far as the second act of malfeasance is concerned.
Only the collecting bankers have suffered loss.

(4) In the criminal case instituted in a Sikkim Court for the second
defalcation (b), the accused official has been convicted and sentenc-
ed to 3 year's imprisonment and a fine of Rs. 5,000.

(5) As regards the first and third acts of malfeasance, Special
Police Establishment were consulted whether criminal proceedings
could be initiated in India. S.P.E. have intimated that ¢riminal pro-
ceedings are not called for since the punishment already imposed on
the guilty person would meet the ends of justice. They are investi-
gating whether the accused has any property in India in order to
decide whether civil proceedines could be initiated for the recovery
of the loss

[OM. No. Q@ (Aud.)/7340(1)/63, dated 29-9-63]



APPENDIX Vi
MINISTRY OF FINANCE

Statement showing action taken or proposed to be taken on the
recommendations of the P.A.C.

SEVENTH REPORT (THIRD LOK SABHA)
Recommendations

1. (i) The Committee regret to note that even according to the
Ministry’s own assessment, out of total loans advanced to the displac-
ed persons by the Rehabilitation Finance Administration amounting
to Rs. 11.22 crores, the bad and doubtful debts were likely to be of the
order of Rs. 2.5 crores or 22 per cent of the total loans advanced. It
is apparent from the high percentage of doubtful debts that the hand-
ling of loans by the R.F.A. had not been satisfactory.

(i) The irregularities disclosed in the Audit Report on the Ac-
counts of the Administration for the years 1958 and 1959 present a
dismal picture of the manner in which the Administration was con-
ducting its affairs resulting in avoidable loss of public money.

(iiil) The Committee also observe that even after entrusting the
work of recovering the outstanding loans to the Ministry of Finance,
the total recoveries of both principal and interest had been only about
Rs. 1.2 crores during the period of nearly two years. They are not
satisfied with the progress made in this regard especially in view of
the fact that most of these loans gre now overdue. In view of the fact
that the establishment charges incurred on the realisation of these
loans come to nearly 10 per cent of the recoveries, the Committee

would urge that vigorous and effective steps should be taken to expe-
dite the recovery of outstanding loans.

(iv) The Committee also desire that with a view to ensuring an
economical working of the Rehabilitation Finance Administration
Unit, its establishment charges should be periodically reviewed in
the light of the outstanding cases and suitable economies effected.

[S. No. 6, App. III, 7th Report (3rd Lok Sabha)]

ACTION TAKEN

(i) and i) The remarks have been noted. It may, however, be
mentioncd, 11 this connection, that the.Rehabilitation Finance Admin-
istration was established in order to grant speedy assistance to dis-
placed persons migrating from Pakistan to establish themselves in
business or industry. While all reasonable efforts were made by the
erstwhile Rehabilitation Finance Administration to grant loans on
commercial consideration vet, in granting assistance, it could not
divorce itself ‘from human consideration necessary for handling a
problem of the magnitude which this country faced in a large number

Y TR -
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or persons migrating from their normal economic moorings and strug-
glings to get established in new surroundings in another part of India.
Taking into consideration this mitigating factor of the Rehabilitation
Finance Administration having to rush to the help of the displaced
persons in certain extraordinary circumstances, it was rather inevi-
table that a portion of the loans ultimately became bad. Further
during the period 1950-53, whenever there was a sudden spurt of
migration especially from East Pakistan, Rehabilitation Finance Ad-
ministration had to face the problem of quick disbursement of
amounts in respect of sanctioned cases, so that the financial assistance
could reach the approved loanees as speedily as possible. The percent-
age of bad and doubtful debts has, therefore, to be viewed against
this overall background of the problem which the Rehabilitation
Finance Administration had to handle from time to time.

(iii) The remarks have been noted. In addition to the recovery
of outstanding loans, the newly established Rehabilitation Finance
Administration Unit has to undertake the work relating to write off
of bad and doubtful debts either wholly or partially, accepting com-
pound proposals received from loanees in order to weed out the bad
cases as quickly as possible. In cases where a partial or full write
off is justified detailed enquiries about the financial position of the
borrowers and their guarantors have to be made before a case can be
put up for consideration. The guarantors are spread out at various
places and the enquiries regarding their economic position do take

considerable time. Efforts are, however, made to expedite the work
of recovery.

(iv) The remarks have been noted. As on the 30th June, 1960
when the Rehabilitation Finance Administration was placed in liqui-
dation, the strength of the staff was 305 and the outstanding loan
accounts were 11,812. On the 1st January, 1961 when the Rehabilita-
tion Finance Administration Unit was established in the Ministry, the
number of outstanding loan accounts was 11,688 with the staff strength
of 215 persons. On 30th Junc, 1963 the strength of the staff was 155
and the number of outstanding loan accounts were 9,100. The estab-
lishment expenditure, at present, is about Rs. 50,000 per month. The
staff position is constantly under review to effect suitable economies.

This note has been vetted by Audit.

[O.M. No. F. 1(33)-Corp 63, dated 6-1-64]

Recommendation

2. The Committee are not satisfied with this explanation. To have
an effective control « -er the cost of various products, it is essential
that the apportionment of the labour charges is made on a rational
basis. The Committee desire that a suitable procedure should be

evolved to ensure that the accounts depict a true picture of the cost
of wvarious products.

[S. No. 31, Appndix III, Seventh Report (3rd Lok Sabha)].
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ACTION TAKEN

The Narcotics Commissioner has reported that IL.M.O. Cake and
1.M.O. Powder are manufactured in the same section by the same
labourers. Some of the labourers employed on the 1.M.O. Cake have
to stir the opium kept for drying till it reaches the required consist-
ence. The stirring is not done continuously and as such the same
labourers are engaged for manufacturing the 1.M.O. Powder during
the period in between two stirrings. It is difficult, therefore, to dis-
tribute the labour costs accurately for the manufacture of cake and
powder separately. In view of the above recommendations of the
Committee, the Opium Chemist at the Alkaloid Works, Ghazipur has
now introduced a register so as to record the actual number of work-
ers employed daily in the manufacture of opium cake B.P. ete. It
is hoped that the above method will help in distributing the labour
charges on a more rational basis. U.O. Note No. 42/2/62-OPIUM,
dated the 18th March, 1964 from Deptt. of Revenue & Company Law.

{O.M. No. 27!11163-Co-ord., dated 4-4-64]
Recommendation

3. The Committee urge that in cases involving high stakes, all
pros and cons should be considered before entering into an agreement;
validity of contractual documents should be ensured beforehand, and
effective administrative machinery should be set up to keep a vigil
on the performance of the parties concerned. They would also like
the Ministries concerned to take prompt action on the recommenda-
tions of the Committee. In a case where a Ministry is unable to im-
plement any recommendation, the reasons therefor should be com.
municated to the Committee at an early date.

[Seria}l No. 3% (second sub-para), Appendix III, 7th
Report (3rd Lok Sabha)]

ACTION TAKEN

The recommendations of the Committee have been accepted by
the Government and brought to the notice of all the Ministries Depart-
ments for information and compliance.

[O.M. No. FA1 (22 -EII(A) 63. dqted the 1st Ociober, 19¢3].
[OM. No. F.18(10V-E.G.I. (B) 63, dated 21-10-63]
Recommendation

4. The Committee agrec with the vie cx of the Comptroller and
Auditor-General and recommend that the practice of declaring d'vi-
dend from the general reserve fund in circumstances disclosed in this
case should be discontinued forthyith.

[S. No. 14, App. III! 7th Report (3rd Lok Sabha)]

ACTION TAKEN
Instructions have been issued to all the Ministries.
Recommendation
5. The Committee desire that a provision be made in the Rules fix-

ing a time-limit within which the Annual Administration Repoerts of
the Tea Board should be puhlished so that the latest position showing
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ghe correct picture of the Board is available. Similar provision should
be made in the case of other autonomous bodies, wherever does not

exist already.
[S. No. 69, App. III, 7th Report (3rd Lok Sabha)]

ACTION TAKEN
Necessary action is being taken.

Recommendation

6. In view of the great need for economy in the present emergency
so as to strengthen the sinews of defence the Committee feel that
large amounts could be saved if the Annual Reports of all Public
undertakings were produced in the simple manner of the Annual
Reports of the various Ministries of the Government of India. The
Committee trust that Government will issue necessary instructions
to all concerned in this matter.

The Committee desire that efforts should be made to reduce the
erpenditure on administration and establishment in the Public
Undertakings to the extent possible without in any way impairing the

efficiency.
[S. Nos. 72 & 74, App. III, 7th Report (3rd Lok Sabha)]

ACTION TAKEN

These matters are constantly receiving Government's attention.
[O.M. No. F. 3(2)-PC/63, dated 23-8-63]

EIGHTH REPORT (Third Lok Sabha)

Recommendation
7. The Committee desire that the present procedure of including
savings under floatation of treusury bills which were grossed up four
times for inclusion in the budget should be reviewed in consultation
with the Comptroller & Auditor General.
[S. No. 1, Appendix 1V, 8th Repourt (3rd Lok Sabha)]

ACTION TAKEN
The matter is under consideration in consultation with the Comp-
troller & Auditor General.

Recommendation

8. The Committee arce far from happy over the practice of surren.
dering funds in the last month of the financial year. They desire that
serious notice should be taken of the disregard of the instructions
issued by the Ministry of Finatice in this behalf.

[S. No. 9, Appendix IV, 8th Report (3rd Lok Sabha)]

ACTION TAKEN
Instructions have been issued for the guidance of the administra-
tive authorities. .

Recommendation .
9. The Committee would like the Ministry of Finance to examine
whether it would not be desirable to keep the Parliament informed
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when the basis and gattern of central assistance to the States as origt-
nally approved by Parliament subsequently undergoes a change.

[S. No. 19, Appendix IV, 8th Report (Third Lok Sabha)]

"ACTION TAXEN

The matter is under consideration and a further reference will
follow.

Recommendation

10. The Committee take a serious view of the lapse on the part of
the Ministry of Scientific Research & Cultural Affairs in not having
taken the specific approval of Parliament for interest free loans by a
supplementary grant during the year 1960-61; for, this involved a
contravention of an important principle of Parliamentary Control over
expenditure. They desire that the Ministry of Finance should issue
nec;ssary instructions to all the Ministries to prevent recurrence of
SUch cases.

[S. No. 41, Appendix IV, 8th Report (Third Lok Sabha)]

ACTION TAKEN
Instructions have been issued in this connection.

Recommendation

11. The Committee would like to be apprised in due course of the
results of the arrangements for watching the proper exercise of finan-
ctal powers delegated 1o subordinate authorities, introduced under the
instructions issued by the Ministry of Finance on 26th October, 1962.

[S. No. 44, Appendix TV, 8th Report (Third Lok Sabha)}

ACTION TAKEN

The Committee’s observations have been noted.

‘Recommendation

12. The Committee propose to deal with the general question of
fixation of a limit on exrpenditure on works not included in the budget
estimates separately in a subsequent report.

{S. No. 98(i). Appendix 1V, 8th Report (Third Lok Sabha)]

ACTION TAKEN

Necessary instructions have already been issued in pursuance of
the Committee's recommendations in their Tenth Repcrt (Third Lok
'Sabha). .

, [O.M. No. F. 8(7)-B/63, dated 11-12-63}
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Recommendation

13. The Committee would like the Ministry of Finance to~
impress upon the spending authorities the need for strict compliance
with the recommendation of the Public Accounts Committee made-
in para 21 of their Report on the accounts for 1946-47 (pre-Partition).

[S. No. 25(ii), Appendix IV, 8th Report (3rd Lok Sabha)]

ACTION TAKEN

The recommendations of the Committee have been brought to
the notice of all the Ministries for guidance/compliance.

Recommendation

14. The Committee have from time to time stressed the importance
of prompt disposal of audit objections. They would desire the Min-
istry of Finance to issue necessary instructions to all concerned so
that necessary steps are taken for clearing all outstanding audit
objections and inspection reports and it is ensured that such objec-
tions do not accumulate but are attended to with promptitude.

[S. No. 125, Appendix IV, 8th Report (3rd Lok Sabha)]

ACTION TAKEN

The recommendations of the Committee have been brought to the
notice of all the Ministries for guidance/compliance.

[O.M. No. F. 18(12)-E.G.1.(B) /63, dated 30-8-G3}
Recommendation

15. In extenuation of the savings over grants, it was urged before
the Committee that at present there was no concept of balancing the
revenue budget with taxation and capital budget with loans. The
targets of taxation and borrowing were also fixed over a period of
five years, and as such gap between estimates and expenditure was
not really a matter of concern to the present kind of economy. The
savings only reduced the amount of deficit financing. While the
Committee appreciate the Finance Ministry’s point of view, they
feel that the question should not be looked at from this
angle. Large savings are indicative of bad budgeting as
they clearly prove the inability to spend wusefully the funds
tc the eateni enticipated.  In the context of the development
plang it becomes all the more necessary that the admin-
istrative Minisiries should frame their estimates more realistically
so that Parliament is not asked to wote for funds which cannot be
utilised. The year 1960-64 being the last year of the Second Five
Year Plan should have made up the shortfalls in the planned expen-
diture of the earlier years.

[S. No. 2. Appendix IV, 8th Report (3rd Lok Sabha)]

ACTION TAKEN .

The recommendations of the Comm'tt - have been brought to the
notice of all the Ministries for guidance/crmpliance.
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Recommendation

16. T'~ fomurtize feel concerned to find that savings continue to
occur in the schemes exrecuted by the State Governments. They
desire that the system should be reviewed with a view to providing

for realistic estimates in this behalf in the budget placed before
Parliament.

[S. No. 25 (ii), Appendix IV, 8th Report (3rd Lok Sabha)]
ACTION TAKEN

The observations of the Committee have heen brought to the no-
tice of all the Ministries for guidance/compliance,

Recommendation

17. The Committee suggest that the present prucedure regarding
making of budget provision for imported equipmest should be re-
viewed to remove difficulties. At the time of making provisicn for
such equipment, the possibility of their procurement within the fin-
ancial year should be carefully examined; otherwise, only a token
provision should be included in the budget to be followed by a supple-
mew=tary grant, if necessary. The Comm ttee also feel that closer
coordination between indentors and suppliers will also ease matters.
They would reiterate the recommendations contained in para 5 of
“their Report on the Accounts for 1947-48 (Post-Partition) and para
15 of their First Report (First Lok Sabha).

[Sl. No. 6, Appendix IV, 8th Report (3rd Lok Sabha)]
ACTION TAKEN

The observations of the Committee have been brought to the no-
tice of all the Ministries' Departments.

Recommendation

18. (i) The Committee feel concermed over delays in finalisation
of pension and Provident Fund cases, which are mainly attributable
to non-submission of papers to Audit i time, incomplete records and
protracted correspondence over making clarifications. It is regrettable
that even in the Ministry of Finance about 609 of pension cases (i.e.
367 out of 621) were not forwarded to Audit im 1960-61 before the
retirement of the officers even though according to the Ministry’s own

orders necessary papers are required to be prepared and submitted
to Audit onc year before the date of retirement.

(ii) The Committee were assured that the procedure regarding
finalisation of pension and Provident Fund final payment cases was
kept under constant review and instructions were issued from time
to time for the expeditious finalisation of cases. The Commiitee
desire that serious notice should be taken of disregard of these irns-
tructions. It should be particularly ensured that service documents
of officers are kept upto-date to avoid difficulties at the time of retire-
ment. It is needless to over-emphasize that Government should aim
at avoiding fingncial hardship to pensioners, and their deperdants
-resulting from delays in settlement of their cases.

[SL No. 43 (i) and (ii), Appendix IV, 8th Report (3rd
' Lok Sabha)]
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ACTION TAKEN

Necessary instructions have been issued to various administrative
Ministries impressing the need for the expeditious setilement of.
Pension/Fina] payment of Provident Fund cases.

Recommendation +)

19. The Committee are surprised that no acknowledgements had
heen kept on record for the moneys advanced. They desire that strict
orders should be issued for following the rules properly.

[S. No. 61 (iii), Appendix IV, 8th Report (3rd Lok Sabha)]

ACTION TAKEN

The observations of the Committee have been brought to the:
notice of all the Ministries/Departments for information and guidance.

[O.M. No. F. 18(12)-E.G.I. (B)/63, dated 80-3-64]

NINTH REPORT Third Lok Sabha

Recommendation

20. While the Committee appreciate the force of the contention
that the budget of the year is to be viewed in the context of the Plan
wherein both the total expenditure and resources are assessed for the
Plan period, they nevertheless feel that these annual estimates are
significant stages towards the achievement of the Plan targets,
Further, the annual budge! is the main instrument of financial control
by Parliament. To the extent there are shortfalls in planned expen-
ture and under-estimating of revenue, the economy would scem to
indulge in exaggerated inflationary expectation implict in the deficits
shown in the annual budget estimates. In the Committee’s view it is
obvious that the situation calls not only for greater drive to achieve
the planned targets of develecpmental expenditure but also for a closer
estimate of resources and expenditure.

[S. No. 1 of Appendix V to the 9th Report (3rd Lok
Sabha)].

ACTION TAKEN

The rocommendation of the Committee has been brought to the:
notice of all the Ministries for guidance/compliance.

[Vide O.M. No. F.18(13)-E.G.I.(B) /63, dated 17-3-64]

Recommendation

2]. The Committee feel that the administrative ministries should
be asked to work out the details of the various projects and schemes
included in the Plan well in advance of their inclusion in the budget
estimates and that Finance Ministry should not relax its scrutiny to-
see that only such of the schemes and projects are included in the
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hudget estimates as have a reasonable prospect of being carried
through during the financial year.

[S. No. 5 of Appendix V to the 9th Report (3rd Lok
Sabha) ]

ACTION TAKEN

The recommendation of the Committee has been brought to the
notice of all the Ministries for guidance/compliance.

[Vide O.M. No. F.18(13)-E.G.I.(B) /63, dated 17-3-64 ]

Recommendation

22. The Committee note that the settlement of terms and condi-
tions of loans granted to States for rehabilitation of displaced persons
has been pending too long. They would like to be informed of the
settlement reached in this regard. The Committee would also suggest
for future guidance that terms and conditions of loans should be
settled first before any loans are actually given by the Central
Government,

[S. No. 18 of Appendix V to the 9th Repor: (3rd Lok
Sabha)]

ACTION TAKEN

The recommendation of the Commiitee has been brought to the
notice of all the Ministries/Departments for guidance/compliance
with necessary instructions.

[Vide O.M. No. F.18(13)-E.G .I.(B) /63, dated 17-3-64 ]

In regard to the settlement of the terms and conditions of the
loans grunted to States for the rehabilitation of displaced persons,
the Department of Rehabilitation have been requested to send the
final reply to the Lok Sabha Secretariat.

[Deptt. of Expenditure O.M. No. F. 18(13)-E.G.l1. (B) /63,
dated 17-3-64]

Recommendation i

23. The Committee recognise that to deal with stresses and
strains, and disparities arising in a process of planned economic
growth, fiscal measures have to be taken in the course of the year
which may not be foreseen at the time of framing the Budget. Con-
sequently there may be variations. They gathered the impression
however, that by and large, the variations were due to other factors,
mainly, lack of firm statistical basis and conservatism in assessment
of revenue. The Committee have dealt with these aspects in regard
to Customs Revenue in para 4 of their Sixth Report (1962-63) on
Revenue Receipts. They feel that the same deficiencies are notice-
able in respect of estimates of Excise Revenue and of the Income and
Corporation taxes. )

The Committee trust that the Ministry will keep under constant
watch the reported tendency among Revenue Officers to under-
estimate the collection of rerenue so that it does not prejudice fram-
ing of accurate estimates. In the opinion of the Committee an overall
varigtion exceeding 3 to 4 per cent should be regarded as a matter
of concern requiring special remedial measures.

[S. Nos. 2 & 4 of Appendix IV to 9th Report (3rd Lok Sabh)]
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ACTION TAKEN
The recommendations have been noted.
[Deptt. of Revenue O.M. No. F. 27/14/63-Coord. dated 22-6-63]

Recommendation

24, In the Committee’s opinion the fact that 76 per cent. of the total
under-estimate was attributed to higher production than anticipated
in respect of items already under excise underlines the need jor bas-
ing the estimates on ‘better statistical data as regards trends of pro-
duction of excisable goods.

[S. No. 3 of Appendix IV to 9th Report (3rd L.S)]

ACTION TAKEN
The Commitiee's observations have been noted.

[Deptt. of Revenue O.M. No. F. 27/14/63-Coord.
dt. 13-9-63]

(F. No. 36/11/63-CX1I)

Recommendation

25. The Commitiee trust that the Central Board of Revenue will
exercise due vigilance to see that the necessary steps for recovery of
taxr demand are taken with sufficient promptitude to avoid the arrears
of tar being eventually declared as irrecoverable.

[S. No. 8 of Appendix IV to 9th Report (3rd L.S.)]

ACTION TAKEN

The observations of the Committee have been noted by the Cen-
tral Board of Revenue,

[Deptt. of Revenue O.M. No. F. 27/14/63-Coord.
dt. 22-6-1963)

(F. No. 16/31/63-IT)
TENTH REPORT (Third Lok Sabha)

Recommendation

26. The Cuommittee agree, subject to the introduction of safeguards
as mentioned in subsequent paras that Ministries should have the
power to reappropriate funds available within a sanctioned grant to
works, including civil works, P. & T. Works, roads, communications
and civil aviation works, estimated to cost less than Rs. 25 lakhs each,
provided they do mot constitute a ‘new form of service’ as proposed
by the Ministry of Finance. New works in these categories estimated
to cost above this limit should be undertaken after obtaining a supple-
mentary grant or an advance from the Contingency Fund. It was
agreed that this arrangement would be subject to an annual review in
the light of the works sanctioned by Government.

In order to see that the Finance Ministry may qct as an effective
instrument to promote proper budgeting, the Committee suggest
the reappropriation of funds to new works estimated to cost Rs. 10
lakhs or more each should require mrior approval of the Ministry
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-of Finance. In other words, the delegation of powers to reappro-
priate funds for new works costing Rs. 10 lakhs or more, but not
-exceeding Rs. 25 lakhs, will operate in this sense that instead of
coming to Parliament, the concerned Ministries will come to the
Finance Ministry, so that the merits and urgency of the works might

undergo a fresh assessment by an authority, independent of the
. Ministry.

[S. Nos. 1 and 2, Appendix VII, 10th Report (3rd Lok Sabha) ]

ACTION TAKEN

The Committee’s recommendation has been accepted. Necessary
instructions have been issued.

Recommendation

27. With a view to maintaining proper parliamentary control of ex-
penditure. the Committee desire that detailed report should also be
made to Parliament regarding new works estimated to cost Rs. 10
lakhs or more each not included in the original budget, but sanction-
ed during the course of the financial year.

[S. No. 3, App. VII, 10th Report (3rd Lok Sabha)]

ACTION TAKEN

The recommendation has been accepted. Necessary instructions
have been issued.

Recommendation

28. While the Committee agree that criteria for deciding essentia-
lity of works cannot be rigidly laid down, it should be possible for the
Ministries concerned to exercise their own judgment in circumstan-
ces of each case, whether the work is of such an urgent and essen-
tial nature as cannot be postponed in the public interest. The Com-
mittee desire that this should prominently® be brought to the notice
of all concerned. The Committee have no doubt that the golden
rule, that new works, which are novel or contentious, or, which, while
small at the outset, involve heavy liabilities in future years, ought
not, save in very exceptional circumstances, be undertaken without
previous authority of Parliament, will be strictly observed by the
Ministry of Finance. .

[S. No. 4, App. VII, 10th Report (3rd Lok Sabha)]
ACTIOQN TAKEN

This recommendation has also been accepted and necessary ins-
tructions issued.

,[O.M. No. F. 8(17)-B/63, dated 28-6-63]
259 (Aii) LSD—3.
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MINISTRY OF RAILWAYS
(RAILWAY BOARD)
TENTH REPORT Third Lok Sabha

Recommendation

29. The Committee feel that as in the case of Civil and P&T Works,
it would be sufficient to show details of works individually costing
more than 5 lakhs in the Budget Estimates of the Railways.

[S. No. 5, Appendix VII, 10th Report, (3rd Lok Sabha)jJ.

ACTION TAKEN
The recommendation is accepted. This has been seen by Audit.

Recommendation

30. The Committee concur in the proposal of the Ministry of Rail-
ways that it should have the power to reappropriate funds available
within a sanctioned Grant to works estimated to cost not more than
Rs. 2 crores each, provided that they do not constitute a new form of
service. Theu also recommend that a list of non-budgeted new
works costing more than Rs. 25 lakhs each should also be placed be-
fore Parliament. The Committee would like to make it clear that
these powers of reappropriation to incur exrpenditure on non-budget-
ed worl:s costing more than Rs. 25 lakhs each should be exercised by
the Ministry of Railways only for wundertaking new works, which
might become necessary to meet the urgent demands of transport.

[Serial No. 6, Appendix VII, 10th Report, (3rd Lok Sabha)].

ACTION TAREN
This has been noted for compliance. This has been seen by Audit.
[O.M. No, 63-B(C)-PAC. II1/10. dated 9-4-64}.

MINISTRY OF FINANCE
TWELFTH REPORT (Third Lok Sabha)

Recommendation

31. (i) While the Committee agree that in some cases it might not
be possible for the Ministries to adhere strictly to the prescribed
time-limit, they feel that there was hardly eny justification for ine
ordinate delay in the submission of notes un, their outstanding re-
commendations. As pointed out in their earlier Reports, this not only
dislocates the programme of business of the Committee, but by such
delays in taking action the criticisms and suggestions made by the
Committee in respect of some of the important procedural and fin-
ancial matters also lose much of their force. They feel-that the long
time taken in the submission of these notes could be largely reduced
if the Ministries concerned initiate action on the recommendations of-
the Committee, as soon as the Report is presented to the House.
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(ii) The Committee do appreciate that in some cases, it may be
difficult to finalise action within g month, specially when the matter
has to be referred to different authorities before final action is taken.
The Committee, therefore, agree to extend the time-limit for submis~
sion of these statements to three months from the date of presenta-
tiom of their report to the House. They trust that the Ministries will
take steps to adhere to this time-limit strictly in future. The Com-
mittee also desire that in cases where it is not possible to submit the
notes even during this extended period, a note explaining the reasons
for the delay should be submitted to them. The Committee will
thus have a complele picture about the implementation of their earlier
recommendations and would take up selected cases for further exa-
mination with the representatives of the Ministries during the course
of consideration of the relevant Accounts of the following year.

[Serial No. 1. Appendix I, 12¢:h Report (3rd Lok Sabha)].
ACTION TAKEN
The recommendatinn of the Committee has been noted by this
Ministry and has alzn been brought to the notice of all the Ministries/
Departments for information and compliance.
Recommendation

32. The Committee also decided to simplify the existing procedure
regarding review of action taken by Government on the recom-
mendations contained in their reports. According to this simplified
procedure, comments/statements containing action taken om the
recommendations of the Committee would be appended to the report
of the next year without any comments. However, selected recom-
mendations of substantial mnature where it is felt that adequate
action has not been taken by Gorerument or which require reitera-
tion, will be dealt with in a separate chapter. The Committee hope
that the simplified procedure will result in reduction of work all
round and it will also assist the Committee i focussing attention to
their important recommendations of substantial nature. They would,
however, like to point out that this revised simplified procedure can
be effective only if the Ministries on their part also co-operate by
giving complete information asked for end by furnishing their com-
ments and replies with promptitude so as to avoid the necessity of
making further references. .

[Serial No. 2, Appendix I, 12th Report (3rd Lok Sabha)].

ACTION TAKEN

The recommendation of the Committee has been noted by this
Ministry and has also been brought to the notice of all the Ministries/
Dcepartments for information and eumpliance.

[O.M. No. F. 18(17)-EGI (B) /63, dated 30-8-63]
Recommendation

33. The Committee (1962-63) note that the Ministry of Finance agree
to the principle underlying their earlier recommendation (referred to
in para 76 of their 18th Report—2nd Lko Sabha) but are reluctant to
issue formal instructions to the Government Directors on the lines
envisaged by the Committee. The Committee are unable to appre-
cate the reasons advanced for this reluctance. The Committee do
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not see how the issue of these instructions would impinge om the
“Autonomy” of these undertakings. All that is envisaged by the
issue of these instructions that the Government should be kept in-
formed by the Government Directors concerned as a normal part of
their responsibility as representatives of the respective Ministries
whenever a Board of Directors takes a decision involving major
change in policy or heavy financial commitments with which the
former are not im agreement. The position regarding their ultimate
accountability to their Ministries must be made clear. Each such
case need not necessarily result.in the issue of a directive by Govern-
ment. The Committee would like the Ministry of Finance to re-
examine the matter in the light of these comments.

[S. No. 3, Appendix I, 12th Report (3rd Lok Sabha)]
ACTION TAKEN

The basic principle underlying the recommendation of the Com-
mittee is accepted. In view, however, of the decisions of the Gov-
ernment on the public sector undertakings announced in Parliament
in November, 1961 (vide decisions of the Government of Ind'a on the
recommendations contained in the Report of the Krishna Menon
Committee and other Reports and Studies on the running of public
sector undertakings placed on the Table of the Lok Sabha on the
24th November, 1961 and Rajva Sabha on 30th November, 1961), it is
felt that it would be more appropriate to establish a convention re-
quiring such Directors to report to Government any major differences
which may arise during the working of the Board of Directors of
Government Undertakings. For this purpose, instructions are being
issued that Government Directors should be suitably briefed by the
Secretaries concerned in this behalf.

[O.M. No. F. 3(6)-PC/63, dated, 13.11.63].
Recommendation

34. The Committee also regret that the information furnished to
the Sub-Committee in this behalf by the representative of the Organi-
sation during the course of evidence was materially incorrect and
misleading. They hardly consider it necessary to emphasise
again that the representatives of the  Ministries and
Departments appearing before the Committee should come fully

posted up with facts and furnish accurate information to the Com-
mittee.

[S. No. 5 (ii), Appendix I, 12th Report (3rd Lok Sabha) ]
AcTioN TAKEN

The recommendation of the Committee has been noted by this
Ministry and hag also been brought to the notice of all the Ministries/
Departments for information and compliance.

[O.M. No. F. 18(17)-EGI(B) /63, dated 30-8-63]



APPENDIX VII
MINISTRY OF FOOD AND AGRICULTURE
(DEPARTMENT OF AGRICULTURE)

Action taken or proposed to be taken on the Recommendations of
the Public Accounts Committee

SEVENTH REPORT (Third Lok Sabha)

Recommendation

1. The Committee trust that by now the initial difficulties have
been overcome and it would be possible for the Forest$ Department

not only to achieve the target fixed but also to work upto higher
targets. ‘

[S. No. 32 of Appendix III to Seventh Report—3rd L.S.]
ACTION TAKEN

According to the working plan the yield is a definite prescription
and not a target which may be exceeded at will. Therefore, it would
not be correct to try to exceed the yield.

[O.M. No. 1-3/63-Budget, dated 13-11-63]
Recommendation

2. Even granting that the saw mills are utilised for operating on
logs which are left-overs, the Committee feel that the Percentage of
wastage is unduly high. They hope that with higher extractions
from South and Middle Andamans, it would be possible to increase

the intake of the saw mills and also to reduce the percentage of
wastage.

[S. No. 33 of Appendix III to Seventh Report—3rd L.S.]

ACTION TAKEN'

The three saw mills established in the Island are mainly auxiliary
units to help the Forest Department to utilise the available timber
to the maximum extent. They were not established as main lumber-
ing units for conversion into sawn sizes and sale. The Forest
Department, Andamans, sells tha timber as logs by sending them
to the mainland by ships from time to time and the cream of the
produce goes into this log market as ply, match and @ portion as
hard-wood logs. The left-over logs usually with some defect or the
other, are sent to the saw-mill for conversion into sawn sizes for
supply to the Public Works Department to meet their demand. It
is not possible to maintain a definite percentage of wastage as the
quality of logs received and fed to the mills are mainly defective

. 33
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ones wijch knots, pends and cracks etc. As the saw-mills are meant
for sawing defective logs only with a view to meking them somewhat
useful instead of allowing them to go completely as waste, the
question of increasing the intake in the saw-mills and thereby see
whether the percentage of wastage could be reduced does not arise.
However, no separate account of defective logs is kept.

[O.M. No. 1-3/63-Budget, dated 13-11-63]
Recommendation

3. The Committee of 1961-62 were informed that although the
seasoning kiln was installed at the instance of the local P.W.D. who
had estimated their monthly requirements of seasoned timber at 200
tons, the off-take by the P.W.D. had been very much less. It is
surprising that the local P.W.D. should now be preferring un-seasoned
wood, when at their instance and at some cost the seasoning kilm
had been set up. The Committee desire that the chimney of the
boiler should be obtained and fitted without further delay and the
plant worked to its full capacity. Thereafter efforts should be made
to export the seasoned timber, which cannot be taken by the local
P.W.D. or sold in the local market to the mainland. The Committee
would like to be informed of the outcome of these efforts.

[S. No. 34, Appendix III to Seventh Repnrt—
3rd L.S]

ACTION TAKEN

The chimney of the seasoning kiln boiler has been received and
fitted during January, 1963. All the four chambers of the plant are
now available for seasoning timber. With the four chembers work-
ing, the average monthly capacity is about 100 tons of seasoned
timber. The local demand {or the seasoned timber from the P.W.D.
has not shown much improvement. Only 8 {ons were supplied to
the P.W.D. as against the production of 120 tons of seasoned timbcr
during 1961-62. Andamans Forest Department will, therefore be
forced to send major portion of their output of seasoned timber to
the mainland for sale. The demand for such timber in the mainland
is also not known. At doth the depots at Calcutte and Madras,
there is only limited area of covered space for stacking these seasoned
timber to prevent exposure to sun and rain. In view of this posi-
tion, it is not considered advisable to work the kiln to its full capacity
as there is every likelihood of these depots end yards being glutted
with such timber of fetching low prices in auctions. With a view
to ascertaining the demand for segasoned and ascu-treated timber in
both Calcutta and Madras markets, a consignment of 10 tons to each
was sent in November, 1962 and December, 1962 to Calcutta. A
consignment 10 tons was shipped to Madras on 9th June, 1963. The
result of these shipments in respect of the sale price and the choice
of the consumers is being watched. In view of these facts, the
seasoning kiln has to be worked to limited capacity, only to start
with and when the demand increases, the output will be increased.

[O.M. No. 1-3/63-Budget, dated 13-11-63]
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Recommendation

4. The Committee feel that proper accounts for various categories
of ascu-treated timber should be kept so that their rates might be
.correctly worked out,

[S. No. 35, Appendix III to Seventh Report—
3rd L.S.]

ACTION TAKEN

Proper accounts for creosoted and various categories of ascu-
treated timber are now maintained by the Forest Department,
Andamans, so that their rates may be fixed on the basis of their pro-
duction costs. The rates for 1962-63 were fixed on the basis of pro-
duction cost. The rates for the years 1961-62 and 1962-63 for ascu-
treated timber which ere based on actual cost of production are
indicated below. These rates do not include any element of profit.

1961-62 1962-63
Grade 1 Rs. 2°71 ap per oft. Rs. 2 85 np per cit.
Graie 11 Rs. 235 np per cft. Re. 2735 np per cft,
Grade 11T Rs. 1 63 nn per cit. Rs. 1.63 np per ft.

As regards the creosoling charges, its rate was fixed during 1959-80
@Rs. 3.19 nP per cft. and was allowed to continue till the end of
1961-62 irrespective of the cost of production. This rate has been
revised to Rs. 3.80 nP per cft. on the basis of actual cost of production
with effect from 1st April, 1962 to 31st March, 1963.

[O.M. No. 1-3/63-Budget, dated 13-11-63]

Recommendation

5. From the facts brought to their notice, the Committee are un-
able to escape the conclusion that at the time these projects were
considered initiglly, a proper market survey of demand for the
treated timber in the Andamans or in the mainland and the availabi-
lity of ships ete. for transport thereof was not made. They recom-
mended that all these aspects may now be reviewed by the Ministry
and remedial measures taken immediately to set things right. In
the opinion of the Committee, efforts to popularise the products might
prove fruitful resulting in greater demands for the creosoted and
-ascu-treated timber. .

{S. No. 36, Appendix III to Seventh Report—
3rd L.S.]

ACTION TAKEN

Efforts are being made at everv exhibition to show the various
types of treated timber produced by the Forest Deptt. Andamans,
for sale. 1Itis anticipated that in the course of next few years,
the sale of these treated timbers will increase. As regards trans-
port of treated timbers, the Shipping Corporation of India have re-
cently acquired three more ships with the help of the Department
of Transpor?. Messrs. R. Sen & Co. have also acquired one l_cnder
and this vessel will also be available for lifting Andamans timber
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shortly. In view of these developments, the problem of shipping:
timber to the mainland is expected to improve considerably.

[O.M. No. 1-3/63-Budget, dated 13-11-63]
Recommendation

6. The Committee hope that every effort would be made to dis-
pose of the surplus stores as early as possible and physical verifica- -
tion of stores conducted at regular intervals.

[S. No. 37, Appendix III to Seventh Report—
3rd L.S.}

ACTION TAKEN

Every effort is being made to dispose of the surplus stores valued
at present at Rs. 76,150/- as early as possible. A list of surplus
stores hes already been circulated to all the Departments in the
Islands with the request to forward their indents for the stores re-
quired by them lying surplus with the Forest Department, Andamans.
As regards physical verification of stores, tools and plants, verifica-
tion for the year 1961-62 has already been carried out and reports
teceived. Instructions have also been issued to carry out the physi-
cal verification of stores at regular intervals,

[O.M. No. 1-3/63-Budget, dated 13-11-83]
Recommendation

7. Since there is a great demand for timber in the mainland
specially from the plywood manufacturers in Calcutta the Committee
urge that early steps be taken to reinforce shipping arrangements in
consultation with the Ministry of transport so that the accumulated
timber could be cleared early and nn further accumulation allowed
to take place, to avoid possibility of deterioration of timber involving
financial loss. ‘

[S. No. 38, Appendix III to Seventh Report—
3rd L.S.]

. ACTION TAKEN

The accumulations of 1961 have already been cleared with the
help of the Ministry of Transport. Initially the Shipping Curpora-
tion of India placed one of their vessels for lifting Andemans timher
to the mainland. They have since acquired three ships viz,
“Sanchi”, “Ajanta” and “Nalanda” for this trade with the essistance
of the Ministry of Transport on the recommendations of the Depart-
ment of Agriculture, Besides; M/s. R. Sen & Co. Calcutta, have ®lso
acquired one vessel “Bay Bengal” for lifting Andamans timber with
the assistance of that Ministry. It is, therefore, felt that the shipp-
ing bottleneck will be reduced to a considerable extent now. It
must, however, be borne in mind thet some times the lifting of
Andamans timber to the Calcutta port is hampered due to bore tides
in the Hooghly which is a normal feature of the river.

[O.M. No. 1-3/63-Budget, dated 13-11-63]
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Recommendation

8. The Committee regret to note that the firm had failed to furnish-
the quarterly statements required under Clause 18 of the Agreement
and that on one or two occasions Government had to hold back their
funds in order to make payments of wages of labour in Andamans
not paid by the Company. They consider it unfortunate that no
action was taken when statements were not furnished by the firm.
They are sorry to learn that despite their recommendation made last
year (1961-62), the Ministry of Law were still busy collecting neces-
sary material for obtaining the view of the Attorney General.

The Committee urge that in cases involving high stakes, all pros
and cons should be considered before entering into an agreement;
validity of contractual documents should be ensured beforehand, and
effective administrative machinery should be set up to keep a vigil
on the performance of the parties concerned. They would also like
the Ministries concerned to take prompt action on the recommenda-
tions of the Committee. In a case where a Ministry is unable to
implement any recommendation, the reasons therefor should be com-
municated to the Committee at an early date.

The Committee desire further that the arbitration proceedings in

this case should be expedited and the Committee informed of the
results.

[S. No. 39 Appendix III to Seventh Report—3rd L.S.]
ACTION TAKEN

Noted. In the proceedings of the Public Accounts Committee it
has been stated that the Ministry of Law were busy collecting neces-
sarv material for obtaining the view of the Attorney General. The
conclusion arrived at by the Public Accounts Committee was based
on the evidence tendered by the representative of the Depariment
of Agriculture before them on 18th September, 1962. It is regretted

that the correct position was not fully explained. The correct posi-
tion is as follows:—

“Necessary material for obtaining the view of the Attorney
General was being collected by the Department of Agri-
culture to enable the Ministry of, Law to prepare the case
for obtaining the opinion of the Attorney General”.

The views of the Attorney General have since been obtained.
Therenfter Government has reviewed the whole position. In
exercise of powers conferred by sub-rule (4) of Rule 125 of the
Defence of India Rules 1962, the Central Government has appointed
an Authorised Controller with effegt from 24th May, 1963 to ensure
that the companv does its job strictlv in accordance with the North
Andamans Agreement of Licence. The Authorised Controller issued
directive to the company on 21st June, 1963 and the progress made

by the licensce in exploiting North Andaman Forests is being watch-
ed.

Noted for future guidance.

The Government arbitrator has been requested (in person.) to
expedife the arbitration proceedings and he has agreed to do it. It
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may be stated that during the arbitration sittings, held in September,
1963, the admittance or rejection of documents filed by both the
parties continued. The filing and admittance of documents is expect-
ed to be completed in the next sitting of the arbitrators. Thereafter
tendering of evidence will commence.

(O.M. No. 1-3/63-Budget dated 13-11-63).

Ministry of Law (Deptt. of Legal Affairs) have also submitted a
note.

MINISTRY OF LAW
(DEPARTMENT OF LEGAL AFFAIRS)

On the 12 July, 1962, the Ministry of Food and Agriculture
.(Department of Agriculture) sought the advice of the Min-
istry of Law on some questions relating to the North Anda-
man Agreement of Licence, one of which was whether the Agree-
ment could be terminated at that stage when the whole matter
was under arbitration. It was not indicated that this question was
posed with reference io the recommendation of the Public Accounts
Commitiee (1961-62). The Ministry of Law advised on the sume day
that the Agreement could not be terminated in terms of clause 18
thereof which provides for termination only upon non-payment of
royalty but raised the question whether it could be terminated under
section 39 of the Indian Contract Act on the ground that the licensee
had refused to perform or had disabled himself from performing his
promise in its entirety. The Ministry of Law felt that the question was
an extremely difficult and ticklish one and refrained from coriing
to a conclusion immediately in the absence of a fully detailed state-
ment of the case setting out the facts on the strength of which the
Department contended that the licensee had either refused to perform
the obligations under the Agreement of Licence andior disahied itself
from performing those obligations in their entirety. The Ministry of
Law further felt that the implications of the action of termination of
the Agreement were so serious that when the required statement was
prepared and the further advice of the Ministry of Law was sought,
they would perhaps have to consult the Additional Solicitor-General
before tendering advice. The administrative Department was advised
that if they desired the'question to be further considered. they should
prepare a fully detailed statement of case and adduce grounds in sup-

ort of their contention that the licensee had either refused or dis-
abled himself from performing its obligations under the Agreement.

2. It was only on the 18th December, 1962 that the material ind:-
cated in the advice dated the 12fh July, 1962, by the Ministry of Law
was furnished to them with a request to obtain the opinion of the
Attorney-General. A draft statement of case for the opinion of the
Attorney-General was then prepared by the Ministrv of Law and for-
warded to the administrative Department for comments on the 22nd
December, 1962. Their comments were received in the Ministry of
Law on the 24th December, 1962. The statement of case was finalised
in the light of those comments and submitted to the Attorney-General
for opinion on the 2nd January, 1963. As certain additional points
were raised by the administrative Department with reference to the
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‘Defence of India Rules, a supplementary statement of case was pre-
pared in the Ministry of Law and forwarded to the Attotmey-Generql
who gave his opinion on the 15th March, 1963, and a copy of the opi-

-nion was forwarded to the administrative Department on the 18th
March, 1963.

3. It is thus respectfully submitted that there was no delay on the
part of the Ministry of Law in obtaining the opinion of the Attorney-
General and the Ministry of Law was not concerned with collecting
any material for obtaining the views of the Attorney-General.

[O.M. No. F.5(2) (4)/63-B & A dated 31-10-63].

Recommendation

9. The Committee recommend that suitable steps be taken to settle
the outstanding accounts, expeditiously.

(S. No. 40 Appendix III to Seventh Report—3rd L.S.))

(i) The Committee are not happy with the present state of affairs
at the Himachal Rosin and Turpentine Factory, Nahan and hope that
steps will be taken to improve the position as early as possible.

(it) In their opinion, verification of stock should essentially be
done at the appropriate time.

_ (iii) The Committee also do not feel happy over the delay (about
nine months) in concluding police investigations into the causes of
fire in the factory at Nahan, which took place in December, 1861,

They would like to be informed of the result of the investigation end
remedial action taken in the matter.

[S. No. 41 Appendix IIT to Seventh Report—1963}.

ACTION TAKEN

A draft of the statement of action taken along with other relevant
papers was referred to the Director of Commercial Audit for vetting
on the 17th August, 1963. The audit have returned the draft on the
28th October, 1963 and have pointed out certain discrepancies. Neces-
sary action to reconcile the discrepancies is being taken and the
papers will again be referred to the Audit for vetting.

[O.M. No. 1-3/63-Budget dated 13-11-63].

Recommendation .

10. (i) While the Committee are glad to learn that the major por-
tion of the import of arecanut has now been entrusted to the State
Irading Corporation, they feel that this action should have been ini-
tiated much earlier when unduly heary margin of profit was going
into the hands of private importers. In fact, as stated in the Audit
para the resolution of the Government of India constituting the Are-
canut Committee in May, 1949 had already authorised that Committee
to handle the import of arecanut themselves.
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(i) With the taking over of a major portion of the import of are--
canut by the State Trading Corporation, the Committee hope that the
market price in India will come down. They would desire the Indian
Central Arecanut Committee to recommend the maximum and the
minimum prices for this commodity in consultation with the State
Trading Corporation.

(iii) The Committee would also like to invite attention to para
2 (13) of the Resolution of the Government of India dated the 21lst
May, 1949, which laid down certain functions of the Indian Central
Arecanut Committee. The Ministry should review the position in
order to see what duties are required to be performed by the Are-
canut Committee to be of real benefit to the actual consumers of are-
canut in this country.

(S. No. 71 Appendix III to Seventh Report—3rd L.S.)

ACTION TAKEN

(i) The observations of the Public Accounts Committee have been
noted.

(ii) The conditions under which this recommendation was made
by the Public Accounts Committee for fixation of minimum and
maximum prices of arecanut by the Committee in consultation with
the State Trading Corporation have since changed. Import of ere-
canut into the country was prohibited from the second half of the
licensing period April, 1962—March, 1963 (viz. for the period Octo-
ber, 1962 to March, 1963). Import of arecanut has been stopped al-
together for the current licensing period (April 1963—March, 1964).
The fixation of maximum and minimum prices of arecanut is not con-
sidered necessary due to the following reasons: —Regulation of prices
for internal sale cannot be undertaken without regulation of supplies.
Import of arecanut having been stopped the only source of increasing
supplies is increasing the indigenous production to the required level.
Any attempt at fixation of prices of arecanut at this stage may result
in undoing the beneficial effects of the developmental activities al-
ready under way for increasing the production.

L]

(iii) The Indian Central Arecanut Committee is primarily con-
cerned with improving the production of arecanut and promoting its
development by undertaking all necessary measures including re-
search, marketing, developmental schemes, etc. within the allotment
made by the Government of India and the Committee has already
undertaken suitable programmes of work on these lines. A number
of measures like setting yp &f demonstration farms, prevention
of loss due to pests and diseases, extensive cultivation, supply of
quality seeds to arecanut growers etc. have been taken during recent
years. The various measures being undertaken by the Committee
would go a long way in increasing the production of this commodity.
According to the supply and demand principle, the increased produc-
tion would help in keeping down the prices and thus helping the con-
sumers ultimately.

[O.M. No. 1-3/63-Budget dated 13-11-63].
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Recommendation

11. While appreciating the difficulties owing to which there had
been shortfall of revenue the Committee hope that all possible steps
will be taken to improve the financial working of the brood lac farms
.50 that revenue could be increased to the extent possible.

(S. No. 45 Appendix IV to Eighth Report--3rd L.S.)
ACTION TAKEN

Necessary instructions have been issued to the Chief Lac Deve-
lopment Officer in the Indian Lac Cess Committee to intensify his
efforts to improve the financial working of the brood lac farms vide
Ministry’s letter No. 3-145/60-Com. 1V, dated the 23rd May, 1963.

[O.M. No. 1-4/63-Budget, dated 31-10-63].
Recommendation

12. The Committee are not satisfied with the explanation furnish-
ed to them for the delay extending over some years in preparation of
estimates and construction of the godown which was intended to be
completed in 1958-59. They recommend that plans and estimates
should be prepared and finally approved before schemes are taken
up for execution. They would like to be informed as soon as the con-
struction of the godown is completed.

(S. No. 46 Appendix IV to Eigth Repcit--3 L..S.)

ACTION TAKEN

The recommendation has been noted for future guidance. The
date of completion of the godown will be intimated as soon as it is
completed. The building is nearing completion and is expected to be
ready by the end of Octiober, 1963. Air-conditioning of the building
will be taken up thereafter.

[O.M. No. 1-4/63-Budget, dated 31-10-63].
Recommendation

13. The Committee are not convinced by the arguments advanced
by the Ministry for the extra erpenditure on freight. In their opi.
nion, the extra expenditure could have been avoided, if in the ship-
ping contract itself alternative ports had been mentioned or suitabi-
lity of the port for discharge of the cargo in this case was decided
in advance of the arrival of the ship. It is unfortunate that cases
of extra expenditure incurred on diversion of ships are occurring
year after year either under the Department of Food or under the
Department of Agriculture as would be clear from paras 36—38 of
25th Report Vol. II (1959-60) and paras 96-97 of 34th Repor: (1960-
61) of the Public Accounts Committee. The Committee desire that
suitable instructions should be issued in this matter in consultation
with the Ministsy of Transport and Communications (Department of
‘Transport) and any contravention thereof resulting in avoidable ex-
penditure suitably dealt with.

(S. No. 47 Appendix IV to Eighth Report—3rd L.S.)
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ACTION TAKEN

Suitability of the port of discharge is invariably considered in
advance. Shipping schedule specifying the ports of discharge is
drawn up well in advance and furnished to the Department of Sup-
ply and State Trading Corporation at the time of or soon after the
placing of the contracts with the supplirrs {cr arminging supplies
strictly in conformity with the shipping schedule. However, to ob-
viate losses due to diversion of vessels, the charter parties usually
provide for the port/ports of discharge being indicated after sailing
upto a specified point in the journey. It would, therefore, be possible
in such cases finally to decide the destination port/ports even after
sailing of the ship, upto the specified point in the journey where the
discharge port has to be declared. This is considered to be an ade-
guate provision to cover reasonable changes. It is, therefore, con-
sidered that no further provision providing for alternative port of
discharge in the bil] of lading is necessary. (The draft reply has
been seen by the Department of Transport).

[O.M. No. 1-4/63-Budge:, dated 31-10-63].

MINISTRY OF FOOD & AGRICULTURE (DEPARTMENT OF
AGRICULTURE)

Recommendation

14. The Committee recommend that in cases where financial assist-
ance is to be given to societies or organisations which resort to profit
maling, it should be in the form of loans and not grants,

[S. No. 48 (iii), Appendix IV to Eighth Report—3rd L.S.]
ACTION TAKEN

Ministry of Finance have confirmed vide their D.O. letier No.
F.18(12)-E.G.I(B) /63, dated the 6th August, 1963, that necessary
action on the recommendation of Committee at S. No. 48 (iii) under
para 51 is being taken by them.

[O.M. No. 1-4/63-Budget, dated 31-10-63]..
Recommendation

15. The Committee desire that the entire question of financial
transactions with the World Agriculture Fair should be looked into
by the Government as it involves important principles which are of
vital interest to the proper working of the Government. It would
be advisable for the Government to lay down certain broad and
healthy conventions and formalities to be observed by persons hold-
ing high official position when they are either participants or pat-
rons of non-official organisations which have any financial dealings
with the Government. .

[S. N. 48 (iv), Appendix IV to Eighth Report—3rd L.S.]
ACTION TAKEN

Ministry of Finance have vide their D.O. letter No. F.18(12)-
E.G.I. (B)/63, dated the 6th August, 1963, stated that Ministry of
Home Affairs have been requested to take necessary action on the
recommendation at S. No. 48(iv). (A note submitted by the Minis-.
try of Home Affairs is at appendix X, item 4.
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Recommendation

16. The Committee would also like to be informed about the re.-
covery of Government dueg from the Bharat Krishak Samaj.

[S. No. 48(v), Appendix IV to Eighth Report—3rd L.S.]
ACTION TAKEN

No amounts are due to this Ministry from the Bharat Krishak
Samaj on account of transactions relating to the World Agriculture
Fair. vl

[O.M. No. 1-4/63-Budget, dated 31-10-63].

Recommendation

17. The Commiltee suggest that early steps should be taken to
increase the throughput under the Delhi Milk Supply Scheme, as
originally envisaged, so that the scheme works on ‘No profit, No loss
basis’, as intended by Government,

[S. No. 49, Appendix IV to Eighth Report—3rd L.S.]
ACTION TAKEN

The progress made with regard to the quantity of milk procured
and sold by the Scheme daily on an average is indicated in the
attached statement. (Annexure). This will show that the Scheme
has made very great progress since its start namely 3 years back.
On the basis of the existing facilities, it is hcped to attain the daily
throughput of 7,000 mds. of milk during winter 1964-65. However,
during summer, owing to decrease in supply of milk, it will not be
possible to reach the daily throughput of 7000 mds. of milk. Areas
from which a collection of 7,000 mds. may be made in winter would
not ordinarily supplv more than, say, 4200 maunds in summer. In
the interest of getting the maximum supplies possible in' summer, it
is not practicable to restrict intake in winter. Thus in order to en-
sure an intake of 7000 maunds during summer, it may become neces-
sarv to accept the daily throughput of 11000 mds. during winter. For
this purpose, additional equipment will have to be purchased, the-
existing milk collection and chilling centres should be increased to
30, and the building of the Central Dairy wilf also have to be extend-
ed suitably. This matter is under consideration.

[No. 2-11/63, DD dated 5-11-63].

Recommendation

18. The Committee are concerned to learn that the Administrative
Officers in charge did not care to see that the prescribed procedure
and the financial rules were being followed.

They feel that the departmental investigations should be exrpedited
and the officers at fault dealt with suitably;

They desire ;hat as required under the rules only those persons
who have pledged adequate security should be entrusted with the
duties of handling cash.
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It should be further ensured that the receipts are remitted to the

Treasqry as early as possible so that there is no unnecessary accu-
‘mulation of cash with the cashier.

Verification of cash by the supervisory authorities should also be
‘more frequent,

[Para 82, 34th Report—2nd L.S.]

ACTION TAKEN

In so far as recommendation 1 is concerned, it may be stated that
the departmental investigations have already been instituted against
‘Shri N. L. Bedi, the Ex-Cashier of the Directorate. The departmen-
tal proceedings are still in progress and they are likely to take some-
time more before the final decision is taken. At present no action
is being taken against the supervisory officers as the extent of their
responsibility will be known when the detailed inquiry is held by
the Inquiry Officer against the Cashier,

As regards recommendation 2 above, the duties of handling cash
have been entrusted to the Cashier who has pledged security for
Rs. 2,000 in the form of Fidelity Insurance Guarantee. As regards
the other remarks, instructions have been issued that receipts should
be promptly remitted to the Treasury and the Register of undisburs-
ed amount should be maintained and reviewed regularly as suggest-
ed by the Committee. The Cash is now checked every day after
the close of the day’s transactions by the Accounts Officer and
arrangements have been made for monthly check by an officer nomi-
nated by the Head of the Department. Cash check is also carried
out every year by the Head of the Department.

(The above note has been vetted by the Accountant General Com-
merce, Works and Miscellaneous vide his letter No. Rep. II-7(135)
‘F&A /633 dated 25-7-63).



ANNEXURE
(See item 17)

MINISTRY OF FOOD AND AGRICULTURE

(DEPARTMENT OF AGRICULTURE)
DELHI MILK SCHEME

Statement of Average Quantity of Milk Procured and daily sale of Milk and Milk Products

1959-60 1960-61 1961-62 1962-63
Quantity  Average Quantity Avcrage Quantity  Average Quantity Average
per day per da per day per day

Quantity Procured: —.

1. Buffalo Milk (Litres) 36,76,863 24,189-88 1,95,32,671 53,514 3,11,90,729 85,454 4,29,94,230 1,17,792-41
2. Cow Mikk (5 ) 44,835  294-96 3,53,052 967°26  4,90,387 1,343°52  18,96,141  5,194°90
Sales -—
1. Buffalo Milk  (litres) 32,94,053 21,671-39 1,58,66,155 43,468:91 2,63,57,979 72,213-64 3,32,87,907  91,19975
2.CowMilkk  ( , ) 42,866 28201 343,575  941°30 447,158 1,225:09  22,61,569 6,196-08
3. Toned Milkk ( ,, ) 469340 3,087:76  33,59,925 9,20527  58,33,648 15982 59  77,33,034 21,186-40
4. Butter (K. Gs) 728-40 479 55,904 152-87 74,012 202-77 1,39,088 381-06
5. Ghee ( » ) 3.622:00 23-82 55,798  153°16 1,61,205  441-65 2,34,380 642-14
6. Whole Milk (
powder »» 031 146-
7. Skimmed Milk 53 9
powder C» ) 23,840 65-31 53,405  146°31 1,60,131 463.37
8. Ice Cream :(—
Cups ( No. ) 183 1-20 3,770 10-32 44,647 122-32 85,442 23409
Burs ( No.) .. . 1,833 5-02 97,581 267-34 1,09,630 300:36

259 (Aii) LS—4.

"
(3]



APPENDIX VIII

MINISTRY OF FOOD & AGRICULTURE
(DEpTT. OF FoOD)

Action taken or proposed to be takeg on the recommendations of the
PAC.

Eighth Report (Third Lok Sabha)

Recommendation:

1. The Committee would like to watch the results of the action
taken to ensure timely preparation and reconciliation of Accounts
of the State Trading Schemes regarding purchase of food-grains.
They need hardly impress upon the Ministry the importance of time-
ly preparation and reconciliation of accounts. They hope that these
accounts will soon be brought up-to-date. The Committee would like
the Ministry to take suitable measures to eliminate such delays in
the preparation of proforma accounts in future,

[S. No. 50, Appendix IV, to Eighth Report (1962-63)].
ACTION TAKEN

The observations of the Committee are noted. The proforma ac-
counts for 1960-61 and 1961-62 have also now been compiled and
incorporated in Appendix V of the Audit Report (Civil) 1963.

[O.M. No. 23/63-Eighth Report/BFC, I, dated 8-7-63].
Recommendation:

2. The Committee would like to see these arrears cleared at an
early date, They also desire that the accounting of the Bombay Re-
gion for the period from 1954-55 to 1958 should be set right, reasons
for the confused state of affairs investigated and responsibility fired.

The Committee recommend that the investigations into this case
should be completed quickly and responsibility fixed for the serious
lapses in this case. They further recommended that in future every
case of shortage should be investigated and responsibility fixred on
‘tlhe defaucllting officer instead of adjusting the same against any excess

iscovered.

[S. Nos. 52 & 58 of Appendix IV to Eighth Report (1962-63)]
ACTION TAKEN

1. Out of 1399 unlinked items upto 1959-60, 902 items have since
been linked leaving a balance of 497 items yet to be linked. Action.
to link the remaining items is in hand..

46.
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2. All the accounts have since been reconciled by the Regional
Director (Food), Bombay. Those for the years 1954-55 and 1955-56
have been accepted by the Pay & Accounts Officer, Bombay and also
by the Deputy Accountant General, Commerce Works and Miscel-
laneous, Bombay. Accounts for the years 1956-57 and 1957-58 are
being examined by the Pay & Accounts Officer, Bombay and will be
shown to the Deputy Accountant General, Commerce Works and
Miscellaneous, Bombay as soon as they have been accepted by the
former as correct.

3. Shortages are not as a rule adjusted against excesses noticed.
Excesses are accounted for as receipts and shortages are separately
investigated into and necessary action taken.

4. The question of fixation of responsibility for the confused state
of accounts is under examination and a report will follow.

[U.O. No. 23/63-BFC-I/Eighth Report, dated 6-9-63].

Recommendation:

3. The Committee are glad to know that a programme for the
construction of godowns for storage of foodgrains in the Third Plan
has been made. They hope that this programme will be implement-
ed as scheduled and that losses due to defective and inadequate stor-
age would be eliminated as a result thereof,

[S. No. 55 of Appendix IV to Eighth Report (1962-63)].
ACTION TAKEN

Noted. The position as on 1-6-1963 of the programme of construc-
tion of godowns is as follows: —
(In ’000 tonnes)
1. Capacity already owned 1617.7
2. Capacity under construction 266.3

3. Capacity for which Administrative Approval Ex-
penditure sanction has been issued and construction
is likely to start soon. 524.8

4. Capacity for which Administrative Approval Ex-
penditure sanction is yet to be issued but which has
been approved in principle for construction. 589.7

. Total: 2998.5

The entire programme is likely to be completed within the Third
Plan Period.

Godowns are being constructed on Scientific lines and are design-
ed to eliminate losses due to defective and inadequate storage.

[O.M. No. 23/63-Eighth Report/BFC-I, dated 8-7-63].
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Recommendation:

4. The Committee would like the Ministry to settle the accounts
with the West Bengal Government in respect of the advances made
to that Government for the purchase of foodgrains at an early date.

[S. No. 56 of Appendix IV to 8th Report (1962-63)]
ACTION TAKEN

The outstanding balance now stands reduced to Rs. 75.34 lakhs.
The Government of West Bengal from whom this amount is due had
withheld the payment as they had certain claims against the centre
for a similar amount. These claims have previously been considered
and were not found acceptable. The West Bengal Government de-
sired to have a discussion which was held in this Ministry with their
officers on the 18th and 19th July, 1963. They have promised to settle
the Centre’s claim against them for the amount referred to above
by the end of this year.

[O.M. No. 23| (14) |59 BFC—I, 18th Report, dated 30-8-63)

Recommendation:

5. The Committee would like the Ministry to keep a very close
watch on the expenditure on demurrage so that it might be kept to
the minimum,

[S- No. 57 of Appendix IV to the 8th Report, (1962-63)]

ACTION TAKEN

Noted.
[O.M. No. 23/63/BFC-I, Eighth Report, dated 8-7-63]



APPENDIX IX
MINISTRY OF HEALTH

Action taken or proposed to be taken on the Recommendation of the
Public Accounts Committee

EIGHTH REPORT (Third Lok Sabha)

Recommendation:

The Committee observe that the officer concerned in this case ser-
ved Government for a period of only three months after return from
the study leave, as against at least three years’ service under Gov-
ernment, stipulated by the Rules. The Committee note the Ministry’s
gromise to allow leave to the Officer at any time after July, 1954.

hey, however, feel that the promise should have been made ‘subject
to admissibility under the Rules’. During the course of evidence the
Committee were assured by the Secretary, Ministry of Health, that
no relaxation of these rules would be allowed in future. The Com-
mittee trust that the Ministry will keep this assurance.

[S. No. 59 Appendix IV, Eighth Report (Third Lok Sabha)].

ACTION TAKEN
The recommendation of the Public Accounts Committee has been
communicated to all concerned for information and future guidance

vide this Ministry’s circular No. F. 27-5/61-Estt(CHS), dated
17-10-1963. '

[O.M. No. F. 7-16/63-B, dated 21-2-64]



APPENDIX X
MINISTRY OF HOME AFFAIRS

Statement showing action taken or proposed to be taken on the Re-
commendations of the Public Accounts Committee

-

THIRD REPORT (Third Lok Sabha)

Recommendation:

1. The Committee are not convinced with the explanation offered.
The tours of the Ministers must have been notified well in advance.
Had the Ministry exercised a close watch over the expenditure on
account of tours, consulting the tour programmes from time to time,
the resultant excess could have been avoided. It is not understood
why a surrender of Rs. 47,900 was made on 31-3-1961, while on the
other hand the expenditure had actually been incurred in excess of

the grant.
{S. No. 6, Appendix XV, 3rd Report (3 L.S.)]

ACTION TAKEN

The final requirements of funds for tour expenses of Minister
have necessarily to be based on information supplied by various Min-
istries, the trend of actuals in the past and progress of expenditure
as booked by the Accountant General, Central Revenues and this
was precisely what was done in 1960-61. It is relevant to note, in
this connection, that the Ministries had intimated their requirements
under ‘Tour Expenses’ as Rs. 4,84,410 in March, 1961, This figure was,
however, revised in the light of past actuals and actual! expenditure
upto January, 1961, as hooked by the Accountant General, Central
Revenues (which incidentally was only Rs. 5,27,598) and the final

ant was fixed at Rs. 7 lakhs. The actual expenditure for the year,

owever, turned out to be Rs. 9,58,010, but this fact came to light
only after the close of the financial year. The excess was thus due
to factors beyond the control of this Ministry.

As regards the surrender of Rs. 47,900, a review of the final re-
quirements under each sub-head was made in March, 1961, on the
basis of information available and it was found that after carrying
out the necessary reappropriations there would be a net saving of
Rs. 47,900 which could be surrendered. As already stated, the fact
that the actual expenditure would exceed the grant wrs nnt knnwn
at the time the surrender was made. This was known only when
the accounts for the year were closed long after 31st March. No

50
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Riability register was maintained by the Ministries during 1960-61.
In the absence of Liability Registers the Ministries could not foresee
«excess and report to this Ministry. The Liability Registers are, how-
ever, belng maintained from the year 1962-63.

Instructions have since been issued to all Ministries that before
intimating the requirements of funds for tour expenses of Ministers
on nine and eleven monthly basis, an assessment should be made by
each Ministry of the expenditure already incurred upto that period
and probable expenditure for the remaining period of the year after
consulting wherever possible, the tour programmes of the Ministers.
Liabilities already undertaken such as debits pertaining to railway
requisitioned accommodation, etc. should also be taken into account
and the requirements of funds to be intimated to this Ministry should
invariably be based on the results of such assessment.

Recommendation:

2. (a) The Committee are not convinced of the exrplanation given
by the Ministry. They feel that the Ministry acted on assumption
instead of reviewind the position with reference to the expenditure
already incurred by and actual needs of the Manipur Administration.

(b) The Committee observe jfrom the Ministry’s explanation
that the excess was primarily due to lack of knowledge of the account-
ing procedure regarding the receipts from the State Trading Depart-
ment. This would indicate the need for greater attention to account-
ing of transactions in order to ensure proper control over expenditure.

[S. No. 7, Appendix XV to 3rd Report (3 L.S.)]
ACTION TAKEN

The Committee’s observations have been noted. As regards (b),
instructions have already been issued to the Manipur Administration
to ensure that mistakes of this nature do not recur.

[No. 32/16/62-AC.I, dated the 10th June 1963/20th Jyaistha 1885]

EIGHTH REPORT (Thira Lok Sabha)
Recommendation:

3. The Committee invite attention of the Ministry to their earlier
recommendation contained in para 191, Vol. I of the seventh Report
(Second Lok Sabha) and hope that the Ministry of Home Affairs will
review the position in order to ensure that disciplinary cases are dis-
posed of as expeditiously as possible so as to be really effective.

[S. No. 16 of Appendix IV to the 8th Report (3rd Lok Sabha) ]

ACTION TAKEN

An almost similar recommendation has been made by the P.A.C.
in column 6 of item 51 of their 12th Report. In view thereof all the
vigilance officers have been requested to take all possible steps to
expedite disposal of pending disciplinary cases.
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Recommendation:

4. The Committee desire that the entire question of financial’
transactions with the World Agricultural Fair should be looked into-
by the Government as it involves important principles which are of
vital interest to the proper working of the Government, It would be
advisable for the Government to lay down certain broad and healthy
conventiong and formalities to be observed by persons holding high
official position when they are either participants or patrons of non-

official organisations which have any financial dealings with the
Government.

[S. No. 48(iv) of Appendix IV to the 8th Report (3rd Lok Sabha),}“

ACTION TAKEN

Some instruclléns in this regard have already been issued for the
guidance of the State Governments. (This Ministry’s letters No. 51|
92|50-Public, dated the 19th June, 1950 and 30th January, 1951.)
The question of issuing further instruction on shis subject is under

consideration in this Ministry and a further report will be sent to
the Lok Sabha Secretariat in due course.

[O.M. No. F. 30{8/63-AC-I dated 30-9-63]

TWELFTH REPORT (Third Lok Sabha)
Recommendation:

5. (i) While it may be accepted that the Director of Procurement
could not verify the stocks of each centre periodically, as was his
duty to do, it is difficult to understand why he did not undertake the
verifications in respect of this particular centre when there were re-
ports of shortages. It appears that timely action was not taken by
him on these reports. The Committee undertand from audit that the
first report of verification was submitted in April, 1954 and after this
date there were only three charges in the incumbency of the post.
The period for which eachsperson held charge is known and it
should not be difficult to fix the responsibility.

(ii) The Committee further understand from Audit that the
Board of Enquiry had observed as follows: “Some exemplary action
could be taken against such an officer (SDO) then and there for the
naked violation of every bit of rules, regulations and orders but
nothing was done in this regard. He has since retired from service:
and we can hardly take any action against him”.

(iii) The Committee further understand that another SDO was
not only responsible for the lapse in regard to the non-execution of’
the agreement with the Agent but also for not taking, any security
from the Agent and not conducting proper verification about the
landed property of the Agent before his appointment. The Board
have themselves pointed out these lupses but have not suggested any-
action against the SDO.
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(iv) The Committee are not happy about the manner in which
this case has been handled by the Administration and would suggest

that the matter be investigated further and responsibility for lapses
fixed on the officials concerned. y i

[S. No. 4 of Appendix I to the 12th Report (3rd Lok Sabha)]

AcTioN TAREN

The Government of Tripura have been requested to investigate
the matter further and to intimate to this Ministry the result of the
investigation. They have also been requested to fix the responsib-

ility for the lapses on the officials concerned. [Vide letter No. 4/7/63-
MT dated the 30th August, 1963].

[O.M. No. F. 30/14/63-AC-I dated 11-10-633



APPENDIX XI
MINISTRY OF INDUSTRY

Statement showing action taken or proposed to be taken on the re-
commendations of the P. A. C.

SEVENTH REPORT (Third Lok Sabha)

Recommendation
The Committee feel that with the increase in the yield between
6000-8000 units per milli-litre, the Total Target should increase cor-
respondingly (to about 80 to 96 million mega units).

The Committee would like to have a detailed note indicating inter-
alia the concrete steps taken by the Management to improve the
quality of the products as also to take up the organisation technical.
ly, administratively and financially so that it would be of maxrimum

benefit to the people.
[S. No. 17, Appendix III, 7Tth Report (Third Lok Sabha)]

ACTION TAKEN

The trial operations in respect of the production of penicillin at
the HAL Pimpri commenced in March 1955 and regular production
was taken in hand in August 1955. It was planned to produce an-
nually 3-6 mmu of penicillin raising upto 9 mmu. The actual pro-
duction of finished penicillin from the year 1955-56 was as follows:

Year Production

MMU
1955-56 . . . . 062
195657 . . . . 98
1957-s8 . . . . 2143
1958-s9 . . . . 25°20+3°'83 from imported crystals.
1959-60 . . . . 32°05+1°10 »ooow»
1960-61 . . . .. 40%24+2°52 o ” ”
1661-62 . . . . 42°99-+2°54 » ”» »»
1962-63 . . . S0 17+2 44 " " o
1963-64 (Estimated) . 60°'00 With the additional two fermenters,

the production will go up to 60 mmu
per annum during the year 1963-64.

54
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The Plan of operations envisaged a production of 3-6 MMU rising
to 48 MMU ar:f ultimately to 9g MMT?I This “ultimately” perhaps
meant with the achievement of technological improvements and not
merely by the fact that 6 tanks were installed. Accordingly, when
the number of tanks was increased to 10, the design capacity also
changed as 8 MMU ultimately rising to 15 MMU. In the initial
stage of the construction of the penicillin Project it was thought that
the technical side of the penicillin Project both in regard to produc-
tion and the creation of an adequate research Centre should be
examined by an Experts Committee of Scientists. It was thought
necessary that the plans of UNTAA who had been assisting Govern-
ment in securing the know-how and needed equipment for estab-
lishment of the factory, should be so formulated as to set up econo-
mic production of penicillin and that the research side of the project
should be equipped on a sound footing from the very start. A proposal
for such a Committee to apply suitable checks on these technical
aspects was made at that time. In 1954, the Experts Committee of
Scientists with Col. R. N. Chopra as its Chairman and Major Gen. S
S. Sokhey, Dr. B. Mukherjee of Central Drugs Research Institute,
Lucknow, Lt. Col. T. C. Puri, Dy. Director General, Health Services
Dr. C. G. Pandit, ICMR as members was constituted. The terms of

reference of the Committee were
“To examine the technical side of the penicillin project from
the production as well as the research aspect and to
advise the Government from time to time on the steps

necessary to ensure the technical excellence of the pro-
ject.”

The advice of the Committee helped the Government to draw up
the day-to-day details of the manner in which the factory should
gradually come up in order to achieve the objectives of an economic
unit. It is relevant to note that the Committee was appointed at a
time when construction was in its early stages—when the Board of
Directors for the management of the factory had not been constitu-
ted. The responsibilities of the Expert Committee devolved later
on the management under the guidance of the Board of Directors.

The Experts Committee of Scientists i its report dated the 14th
November 1956 observed inter alia that—

“the management and the Board of Directors should direct all
their efforts to produce good quality of penicillin which
meets the pharmacopoeial requirements upto the full
capacity of the presept plant, that is, about 30 MMU.
Only then can any move towards expansion seems
logical.”

The opinion of the technical experts including those of the WHO,
who were associated in the initial stages of the installation of the
Pimpri Plant was taken into consideration when the rated capacity
of the Pimpri Plant for the different periods was fixed. {t may be
relevant to state that the yields of penicillin is controlled by several
factors of which the fermentor capacity is only one. The capacity of
the strain (mycro-organisms) producing penicillin and their further
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processing and extraction efficiency ere among the other factors

governing the rated capacity of any plant producing bio-synthetic

products like penicillin. So, the production capacity of the Pimpri

Plant at different periods had to be co-related with these factors

which may vary from one plant to another. Against this background

tul;ledrated capacity of the plant for respective years was computed as
er:—

Year Capacity
MMU
1958-59 . . . . . . 24
1959-60 . . . . . . 30
1960~61 . . . . . . 39
196162 . . . . . . 45
1962-63 . . . . . . $0

N.B.: Six more fermenters were added during the period from
1958-59 to 1960-61 in order to raise the rated capacity by 607;.. The
impact of the expansion on the production of penicillin in the Pimpri
factory was felt gradually and reflected in the production from
September-October 1959.

There has been no under-estimation of targets in relation to the
installed capacity. The Committee have apparently proceeded on a
linear extrapolation of the improved titres obtained since the time of
the Expert Committee when the yield was of the order of 2000 units
per millilitre. It may be, pointed out that the capacity of 30 MMU
envisaged by the Expert Committee in 1956 could have been achiev-
ed only with a strain which could yield 4000 units. The basis for this
calculation is furnished below:—

No. of tanks . . 10
Less for maintenance « 1
Available for conti-
nuous production 9
No. of batches possible with 9 tanks in a year :
_ 9 X 365 X 24
— 12§ cycle time
To get 30 MMU of finished bulk, 37° SEMMU 1st crystals are required:
S Finished bulk _ 30 MMU== . }
\ T Efficiency o 80 37's MMU
To obtain 37°§ MMU of 15t crystals in 630 batches with 80%; Extraction
Efficiency, a yield of about 4000 units per millilitre is required :
(630 % 20,000 X tire X * 80 ¥ 1000)
106

=630
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As for the new strain which is capable of yielding 6000-8000 units
per millilitre, the productivity of this strain should be measured in
relation to the time the strain takes to yield this higher output. In
other words, the higher yield of about 8000 is possible only on a
manufacturing time of about 160 hours which means that the yield

r hour is about 50 units. This yield of 50 units per millilitre per

our has been acclaimed as very favourably comparable with yields
obtmining in similar foreign industries. HAL have on their record
an official appreciation of the capacity of this strain by a foreign
manufacturer who was contacted with a view to obtaining a strain
technical assistance for increasing penicillin yields. This foreign
company has also observed that there are cultures available which
produce a total unitage of even 10,000 units per millilitre; but these
take a comparatively longer time of 200 hours to produce this higher
yield. Added, there are certain other technical difficulties in filtre-
tion and extraction in using the longer cycle strains. Therefore, with
HAL present strain yielding on an average 8000 units per millilitre
on a time cycle of 160 hours (this has yet to be established on long
continuous runs) with 18 fermenter tanks in use, the maximum pro-
duction possible under the existing condition is only 60 MMU per
year as. shown by the calculation below: —

No. of fermenters . I8

Allotted for tetracycline 1

17

Less for maintenance . 1.§
Available for continuous

production . . 18.%

No. of batches possible per year with 15.5 fermenters on & cycle tigne
of 170 hours=

15.5x 24 365
170

=800 batches approx.

(170 hours = 160 hours fermentation 4 10 hours turnover time).

Penicillin G. production: 630 batches= $4.94 MMU bulk,

L]

g $.95 MMU bulk
Penicillin V. production: 170 batches=

=60.89

There is hardly any question of achieving a production of 80---90
mmu per year,with the information and data HAL have on strains
"The economics that are thus affected by the improved strain are those

caused by a lower consumption of raw materials because of reduced
number of batches.
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Implementation of the recommendations made by the Expert
Committee of Scientists, HAL have enlarged its activities and made
improvements from time to time, as indicated below:—

(i) 60% expansion programme in the manufacture of penicillin.
By adding two edditional fermenters, HAL will be able
to manufacture 10 MMU of pencillin bulk over thé pre-
sent programme.

(ii) A new plant for the manufacture of 40—45 tonnes of strep-
tomycin and Dihydrostreptomycin per year has been
established and regular production has commenced in
February, 1963. Due to the increased demand, the capa-
city is being doubled which will be completed by the end
of the current year.

(iii) From the results of experiments conducted in its labora-
tory, HAL have installed a plant costing Rs. 10 lakhs for
manufacture of tetracyclines with an aunnual capacity of
1'5 tonnes. This Plant has suspended production of
Oxytetracycline from March 1962 due to a legal suit
filed by @ Pharmaceutical Company on the question of
patent rights. Till the question of patents is decided,
HAL have commenced trial production of Chlor-tetra-
cycline Hydro-Chloride from January 1963. The Com-
pany has in view to step up the production to 20—25
tonnes per annum in the second phase of the production
programme.

(iv) HAL have established en Antibiotics Research Centre. A
sum of Rs. 17 lakhs has been spent by way of capital
expenditure on the Research Laboratory and its equip-
ment including Rs. 553 lakhs spent on the “Animal
House” “Quality Control”. An entirely Indian staf{f of
about 75 Scientists has been working in the laboratory
which has the departments of Mycology, Organic Che-
mistry, Bio-chemistry, Bacteriology and Physical Chemis-
try. The research activity forms an importent and inte-
gral part of the production activity and plays a very
useful role in rendering technical advice and assistance
for improving the quelity of products manufactured. The
laboratory also makes efforts to study roblems of
fundamental and applied interest, such as the selection
of improved strains, keeping properties of penicillin
salts and study of properties, metabolism, enzyme make
up, bio-synthesis of penicillin etc. This research Centre
has also been recognised as a Post Graduate Training
Centre by the Universities of Poona and Bombay, and
some members of its scientific staff have been notified as
‘Guide’ for Ph. D. Degree, It organises also scientific
seminars and symposia to promote study af antibio-
tics.

(v) HAL are establishing a Pilot Plant Laboratory for anti.-
biotics research at a cost of Rs. 10 lakhs.
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(vi) The results of research conducted in the Research Labe-
ratory of the Company indicate successful manufacture
of a new anti-fungal antibiotic termed as Hamycin. The
Company has been granted a licence to instal a pilot
plant for the manufacture of 15 kg. of this new drug per
annum. It is proposed to undertake the commercial pro-
duction of this new antibiotie.

The Quality Control Department of HAL has been completely re-
organised. The performance of the Company can well be judged
from the financial results indicated in the last Annual Report—1961-
62. It would be observed that the Company had achieved a net sur-
plus of 310 lakhs after paying a dividend of Rs. 15.45 lakhs (619, on
the investment) upto the end of the year 1961-62.

Recommendation:

2. While noting that progressive reduction has been achieved in
the cost of first crystals at Pimpri due to increase of Production and
overall control of cost, the Committee would like to observe that the
cost of Production of first crystals as well as bulk penicillin was still
considerably higher in 1960-61 when compared to the price of im-
ported products. The Committee hope that steps would be taken by
Government to reduce the cost of Production further both in the
case of first crustals and bulk penicillin.

The Committee are not happy with the present pricing policy of
the Hindustan Antibiotics Ltd., Pimpri. In this connection, it would
be worthwhile to mention the following observation of the Com-
mittee on the Judiciary U.S. Senate appointed to investigate the
price of drugs in that country.

“in drugs generally, India ranks amongst the highest priced
nations of the world—a case of inverse relationship bet-
ween the per capita income and the level of Drug price.”

If such anomalous position is to be rectified, it could be done, in
the opinion of the Committee, by making available to the people
drugs and medicine at the lowest economic price. The Committee are
unable to accept the contention that if prices of penicillin are reduc-
ed, the profit will go to Middlemen in the private sector. They are sure
that if armed with sufficient powers to check profiteering in drugs
the Government exercised their powers properly and sought the cn-
operation of the medical profession, the benefit of cheaper drugs
could certainly be extended to the poorest section of the people. The
Committee are of the view that such a wide margin of profit as indi-
cated by the figures is not justified in the case of such commonly
used and essential drugs as Penicillin., The Committee are of the
view that in a welfare state the undertakings manufacturing drugs
and medicine of common use should not run on profit motive.. Their
aim should be to render service to the common man by selling their
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products at the cheapest rate. They, therefore, suggest that the ques-
tion of firing the sale price of penicillin should be referred by Gov-
ernment to the Tariff Commission vide Section 12(d) of the Tariff
-Commission Act 1951.

[S. Nos. 18 & 19, Appendix III, 7th Report (3rd Lok Sabha)]

ACTION TAKEN

The cost of production of bulk drugs from basic stages in the
country is comparatively higher than in other countries more advan-
ced in the field of drugs and pharmaceuticals for more than one

reason. Among others the following factors contribute to the higher
cost namely: —

(i) Units are newly installed at a considerably higher capital
expenditure;

(ii) lower capacities of units compared with those units estab-
lished in foreign countries;

(iii) foreign manufacturers who are well-established in the
field for a long time are able to keep their over-head
charges sufficiently at a low-level by writing of both
capital and developmental expenditure;

{(iv) higher prices paid for indigenously available raw
materials and also comparatively higher cost of import-
ed raw materials because of payment of freight and
duties thereon;

«{v) high excise duties on alcohol and other commodities on
:rlhi%}:)l restrictions exist in using them e.g. isolrophyl
Conol;

(vi) new units would take time to gain experience and to
achieve required efficiency.

The manufacturing cost of a biosynthetic drug like Penicillin in a
.country possessing highly skilled menufacturing resources, with the
-capital investment alreariy ploughed back will, obviously, be appre-
ciably lower when compared to the cost of production in a country
like India which has taken up this line at a later stage and has had
to build up everything from scratch. Further, foreign manufacturers
who have well organised sales management for a long time have been
keeping internal prices higher than those actually in India while
lowering the international price (export price) for purposes of com-

ition. The so called international price is, therefore, not based on
actual cost of production.

A comperison between the cost of production in India and USA
will, therefore, be not reasonable. All the same every effort has been
continuously made since the Hindustan Antibiotics Ltd. went into
production in 1855-56 to reduce the cost of production.
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It will be recalled in this conneetion that when the Project for
Penicillin was first approved in 1851, it was expected that bulk Peni.
«illin from Pimpri would sell at Rs. 1.25 nP per M.U. and this price
was considered comparable to the international price for Penicillin
prevailing at that time. The first lots of Penicillin manufactured at
Pimpri in 1956 were, however, sold at 69 nP per M.U. i.e. at nearly
half the estimated price due to reduction of cost, on account of in-
creased volume of production and higher yield due to development
of industry. This bulk price was further reduced to 50 nP per M.U.
from 1-10-59. During the same period the price of first crystals was
reduced from initial 50 nP. per M.U. to 40 nP per M.U.

As stated in the earlier paragraphs (vide 3—6 ante) various
measures have been adopted from time to time to lower the cost of
production, improve the efficiency and increase the yield of streins
and develop fresh and better strains. These measures are constantly
being reviewed with a view to improving them wherever indicated so
that the cost of production would further be reduced.

As regards the sale price of Penicillin and of Penicillin products,
'the present price of Pimpri Penicillin supplied to bottling unit is
50 nP. per M.U. No further reduction in prices has been effected
since October, 1959 as it was found that at this price level it is pos-
sible to make available to the consumer vialled Pencillin at a reason-
able price which can bear comparison with the internal prices of
drugs in advanced countries like US.A., UK., West Germany and
'‘Canada. According to the latest information available, the retail
prices of three unitages of penicillin produced at HAL, Pimpri and
the internal prices of similar vialled products in UK., U.S.A., West
‘Germany and Canada are as follows: —

Table prices m nP.

— e —— —— k. S e r—

Product HAL UK USA. W Canada
Ger-
many
1. Penicillin G. Sod. glac. . 61 B4 81 s84 91

.

2. Streptomycin sulphate 1 gm s8 124 115 $30

3. Penicillin V Tablets® . 478 $74 2744 1180 708

b [ HAL pricg 36 tablets of 65 mg.
UK price 30 tablets of 60 mg.
< USA price $o tablets of 65'125 mg.
West y price 200 tablets of 125 mg.
Canada price 12 tablets.
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A price policy sub-Committee of Hindustan Antihiotics Ltd. re-
views the question of prices of various products from time to time.
Substantial benefits have already been extended to ‘institutional’
consumers like hospitals—by way of special discounts which were
successively increased from 5 per cent to 10 per cent in April 1959
and from 10 per cent to 15 per cent in May, 1960. About 70 per cent
of production is sold to bottlers and 30 per cent is vialled and sold.
Of the vialled sales, 90 per cent is sold to Government and inslitu-
tional consumers. Price reductions effected by HAL during the last
six years in respect of Penicillin products are indicated below:—-

Selling price in nl.

Sclling Price

Product
1956 April  Nov. Oct. Dec. June

1958 1958 1959 1959 1962

1. Pencillin V in

bulk per M.U. . 150 . 125 100 . 80
2. Penicillin G in

bulk per M.U. . 62 69 .. 5o .. 50
3. Procaine  Peni-

cillin rslac . 246 .. . .. 130 130
4. Procaine  Peni-

cillin 4 lac . 58 v . ‘s 58 55
s. Pencillin V Tab-

lets boxofi2 250 . 22§ .. 200 175

The retail prices of vialled antibiotics before production by Pimpr
factory and the present prices are given below :~—

Selling Price v nP.

Product Selling price
o
Before Present
production  price
by HAL

1. Penicillin G Sod.

2 lacunit . . . . . . . 67 42"
§ lac unit . . . . . . 119 61
10 lac unit . . . . . . 202 94

2. Penicillin Fort.
4 lac : . . , . . 120 $S

3. Penicillin V. tablets :

Box of 12 . . . . : . 250 17s.
Boxof36 . . . . . . . 600 475




Product Selling price

Before ; Present
production  price

by HAL
4. Dihydrostreptomycin 1 gm vial . . . . 100 58
§. Dihydrostreptomycin . . . . . 100 §
6. Streptopan } gm. . . . . . . 125 7¢
I gm. . . . . . . 162 85
7. Streptodicin 1 gm. . . . . . . 100 58

As regards the suggestion that the fixing of sale price of Penicil-
lin should be referred to Tariff Commission, it may be mentioned
that Hindustan Antibiotics Ltd. is only one of the four licensed
manufacturers of this product.

. The capacity licensed/installed in respect of penicillin is as fol-
OWS: —

Name of the unit Capacity in mu per
annum

Licensed Installed

1. HAL, Pimpri . . . . . . 45 45
2. Alembic Chemical Works, Baroda . .. 20 10
3. Standard Pharm. Works, Calcutta . . . 10 10
4. IDPL (Rishikesh Plant) . . . . . 140

The penicillin produced by the three manufacturers is bottled by
them and by the following bottlers who purchase bulk penicillin
from Pimpri/Baroda/Calcutta for meeting a part of their require-
ments: —

(1) Pfizers, Bombay.

(2) Sarabhais, Baroda.

(3) Glaxos, Bombay.

(4) Dey’'s Medical Stores, Calcutta,
(5) Hoechst, Bombay.
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The bottlers also permitted to import penicillin to meet part
of their requirements for vialling. Sarabhais are permitted to im-
port first crystals as they have installed capacity for conversion of
crystals into sterile penicillin.

The question of reduction in the sale price of penicillin and peni-
cillin products will be considered further in the light of the Commit-
tee’s views and the decision taken will be intimated, in due course.

Recommendation:

3. The Committee feel that the very purpose of encouraging indige-
nous production was largely defeated in this case, where a highen
tender involving extra expenditure of Rs. 38,000 for the supply of
Phosphoric acid was accepted inasmuch as the indigenously manu-
fictured product itself contained imported raw material which form-
ed 60 to 70 per cent of the total cost. They hope that such cases will
not recur.

[S. No. 20, Appendix III, 7th Report (3rd Lok Sabha)]

ACTION TAKEN

Tenders were invited in August 1960 for the purchase of 41 tonnes
of phosphoric acid. Against the lowest quotation of Rs. 70,695 for
the imported material, HAL purchased the material that was avail-
able indigenously at a total cost of Rs. 1,08,650 for delivery at site, i.e.
54 per cent higher than the price of the imported material. This
means the indigenous materia] cost Rs. 38,000 approximately more.
The Committee feel that the very purpose of encouraging indige-
nous production was largely defeated in this case, where a higher
tender involving extra expenditure of Rs. 38,000 for the supply of
phosphoric acid was accepted inasmuch as the indigenously manu-
factured product itself contained imported raw material which form-
ed 60 to 70 per cent of the total cost.

In accordance with the existing procedure applications for im-
port of raw materials, spares etc. required by the public sector under-
takings are scrutinised in the first instance by the Department of
Technical Development from the indigenous angle. The views of the
Department of Technical Development as to whether import should
be allowed or the goods are indigenously available on reasonable
terms having regard to the general policy of the Government to en-
courage indigenous production, are considered before releasing the
foreign exchange for the purpose by the Ministry of Finance, Depart-
ment of Economic Affairs. Geperally the Department of Economic
Affairs are not favourably inclined to release foreign exchange in-
volved in the import of stores which are indigenously available mere-
ly because of price difference. Imports have been refused even in
cases where the price difference happened to be more than 54 per
cent, as for example in the case of the purchase of indigenous phos-
phoric acid by HAL. :

While considering the question of utilising indigenous phosphorie
acid by HAL in preference to the imported material available at
cheaper rates it has been opined by the Department of Technical
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Development that the import of indigenously available raw mate-
rials should not be allowed only because of higher price of the indi-
genous materials. This view has been reiterated by the Depart-
ment of Technical Development recently when the question was re-
examined.

It has also been examined in consultation with the Department
of Technical Development whether in view of the high foreign ex-
change involved in the import of raw materials indigenous produc-
tion of phosphoric acid should be given up altogether; and whether
the country’s requirements should be met by imports. It has been
recommended by the Department of Technical Development that
indigenous production of phosphoric acid should not be given up al-
together. While the phosphoric acid of pharmaceutical grade may
continue to be imported the phosphoric acid of technical grade should
be produced by he wet process in the country from imported rock
phosphate. HAL require phosphoric acid of higher grade which
could be secured only by processing of imported P'O° Department
of Technical Development are of the view that it would be better
to allow HAL to import phosphoric acid than to make them import
P20% and have it converted into phosphoric acid by indigenous
manufacturers. According to the Department of Technical Develop-
ment the cost of pharmaceutical grade phosphoric acid prepared from
imported phosphorous pentoxide will be about Rs. 2500 per tonne.
HAL had paid Rs. 108,650 to Messrs. Excel Industries, Bombay for
41 tonnes of the material. In other words, the price paid was
Rs. 2,650 per tonne. The quotation for the imported material was
Rs. 1.600 per tonne.

In the case under reference, the Company acted on the advice
of Government. The higher price paid for the purchase in the cir-
cumstances explained above does not exhibit either negligence or
carelessness on the part of the Company officials or the Management.

Incidentally, it would be relevant to mention that in considering
Ministry of Finance Note on “Purchases fropn foreign countries” the
Cabinet at its meeting held on the 2nd September 1859 noted that
“as a broad policy, preference should be given to articles or equip-
ment obtainable in India, even though their manufacture ccntained
an element of expenditure of foreign exchange.’ Taking cue from
the Cabinet decision, the Ministry of Finance, Department of Eco-
nomic Affairs with whom the general question in regard to the extent
to which price preference should be given to indigenous goods hav-
ing regard to the foreign exchange position had been taken up, were
of the view that no foreign exchange would be released for import
of stores which are available indigenously. They have, however.
added that as a matter of policy, the domestic sources of supply have
to be utilised to the maximum extent possible and that the question
of price preference would be considered on merit on each case.

This note has been vetted by the Comptroller and Auditor Gene-
;g}golfg 6I:’x.ldia, vide his U.O. No. 608-CA|255-RAC|[62-Vol. I datea

[O.M. No. 5(9) |B&A|63, dated 9-10-631
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Recommendation:

4. The Cominittee would like to be informed when the Mandi
Salt Sources transfer to Hindustan Salt Company is effected and con-
sequential savings effected therefrom. The Committee trust that in
view of the fact that this is the only rock salt Mine in the country,
Government would take special steps to expedite the experiments
now in progress so that the mines could be exploited to the fullest
extent. They hope that with the increase in production, the losses
would be wiped out and the Mines would become a self-supporting
unit. They would like to be apprised of the progress made in this
regard.

[S. No. 42, App. III, 7th Report (3rd Lok Sabha)]

ACTION TAKEN

The Mandi Salt Mines have been transferred to the Hindustan
Salts Limited with effect from the 1st Mayv, 1963. Information re-
garding the consequential savings as a result of the transfer will be
available after the Companv has worked the source in question for
a year or two.

According to the scheduled programme of the Indian Bureau of
Mines. a series of bore-holes are to be drilled in the area of Mandi
Salt Mines, to find cut the extent of thickness and the Salt reserves
in the Drang and Guma Mines.

2. The Indian Bureau of Mines commenced the work in the middle
of January, 1963. The first bore-hole was drilled in the ‘Bhatogi’
block upto the depth of 123.40 metres. About 40 metres of rock salt
between the depth of 32 metres and 72 metres was encountered.
Drilling at annther site was then commenced. The second bore-hole
has also been successfully closed on the 23rd April, 1963 at 180
metres after encountering about 94 metres of rock salt. Thereafter
the rig was removed to the third bore-hole in the same block where
drilling was done upto, a depth of 95 metres. About 32 metres of
salt between the depth of 35 metres and 67 metres were encountered.

At the request of the Drilling Engineer of the Indian Burecau of
Mines, the Salt Department has sanctioned construction of approach
roads to the bore-holes in ‘B’ series and improvement of Nacarota
Mine Road at Drang in order to have a proper road for carriage of
drilling rigs to the sites of the holes of these series.

4. All necessary facilities are being extended by the Salt Depart-
ment to the drilling party of the Indian Bureau of Mines.

5. The Indian Burcau of Mines are expected to complete theijr
drilling operations in 36 months i.e. by the end of 1965.

This Note has been vetted by the Director of Commercial Audit.
New Delhi.

TO.M. No. 5(9)/B&A /63, dated 28-11-63.]
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Recommendation:

5. The Committee would like to be informed about the recovery
of the Cess amounting to Rs. 25,887 and the result of the discussion
with the Ministry of Home Affairs with regard to change in the
rules for taking departmental action before handing over the case
to the court. The result of the departmental enquiries should also
be communicated to the Committee at an early date.

[S. No. 43, App. I11, 7th Report (3rd Lok Sabha)]

ACTION TAKEN

Originally, the departmental investigations disclosed that a quan-
tity of about 2,19,664 mds. of salt was removed from the Attiput North
5alt Factory in the Madras Region without payment of Cess during
the period from 1953 to the 3rd August, 1960. Thus, the loss of reve-
nue to the Government was calculated to be Rs. 27,887 (inclusive
of machine hire charges). As the licensee had already deposited
Rs. 1,800, the net loss incurred was estimated to be Rs. 25,887 only.
The alleged removal of salt during the years from 1953 to 1957 could
not, however, be established due to lack of evidence. The case was
entrusted for enquiry to the Superintendent, Special Police Estab-
lieshment, Madras, in December, 1960. The criminal complaint lod-
ifed by the Special Police Establishment, Madras, against the accus-
ed lessees/licensees was heard in the Court of the Sub-Divisional
Magistrate, Poonamallee. The trial Court dismissed the case on the
ground that the prosecution was time-barred under Section 40(2)
of the Central Excises and Salt, Act, 1944, and, as such, the offence
was dermed to be non-cognizable for purpose of action in a Court
of Law. Thereupon, it was decided by the Salt Commissioner to
take departmental action against the accused lessees licensees and
n ‘Show Cause’ Notice was served on them by the Salt Commission-
¢r on the 23rd May, 1962. Charges were drawn up against the Joint
lessees licensees on the following counts: —

(i) removal of a quantity of 1,56,554 maunds of salt from
1-1-1958 to 3-8-1960 without any permit and without pay
ment of Cess charges thereon; .

(ii) progressive replacement of old salt by new salt and form-

ing of new heaps without presentation of storage petition:
and

(iii) failure to present manufacturing petition for the year
1960.

‘The Joint Lessees/licensees were directed by the Salt Commissioner:

(i) to credit a sum of Rs. 19,572.83 nP. by way of cess charges
which had been evaded; and

(ii) to show cause why penal action should not be taken
against them for violation of the conditions of the license
and Rufe 131 of the Central Excise Rules, 1944.

The machine hire charges originally included were excluded as there
Was no basic evidence to prove that the licensees had used depart-
mental machines for removal of the quantity of salt involvac
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2. Having regard to the explanations furnished by the Joint
Licensees in their defence statement and the reports made by the
Local officers of the Salt Department, it was concluded by the Salt
Commissioner that both the individuals, jointly and severally, stood
committed to serious offence by their deliberate violation of the con-
ditions of the licence and provisions of the Central Excises and Salt
Act, 1944 and the Central Excise Rules, 1944. In view of the gravity
of the offence committed, the following punishment was ordered
by the Salt Commissioner on the 5th December, 1962: —

(i) that the licence in respect of the salt works held by the
two joint licensees, should be withdrawn forthwith,
whereby they would not be able to manufacture, exca-
vate or collect salt thereat, or remove salt therefrom, from
the date of withdrawal of the licence;

(ii) that a fine of Rs. 1,000 (Rupees one thousand) only be
imposed on the licensees for having failed to exercise rea-

sonable precautions to prevent the commission of these
offences; and

(iii) that the assignment of the Central Government land held
by the Joint Licensees should also stand terminated with
effect from the date of withdrawal of the licence.

However, as it was found that it was the Central Government and
not the Salt Commissioner that was competent to impose these

punishments, the matter is under consideration in consultation with
the Ministry of Law.

3. One of the Joint licensees has on the 5th March, 1963 filed an
appeal with the Central Board of Revenue, against the decision of

téle Salt Commissioner and the appeal is under cnnsideration of the
oard.

4. The Deputy Salt Commissioner, Madras., was asked by the Salt
Commissioner to serve a demand notice on the two joint licensees,
calling upon them to credit a sum of Rs. 19,572.83 nP. As the joint
licensees failed to deposit the Government dues as also the fine im-
posed on them, as demanded by the Deputy Salt Commissioner, Mad-
ras, the stock of salt estimated to contain 15,755 quintals standing in
the name of the joint licensees was attached by the Depuy Salt Com-
missioner, Madras. The auction of the salt heaps in 3 lots was held
on the 31st January, 1963 as scheduled and the highest bids (one lot
of about 5,230 quintals @Rs 3.40 per quintal, another lot of about
5,110 quintals @ Rs. 3.62 per quintal and the third lot of about 5415
quintals @Rs. 3.79 per quintal) were accepted on the 5th February,
19@3. The auction purchaser has so far removed two lots and the
third lot is still to be cleared. So far, 7,600 quintals have been re-
moved and the amount realised is Rs. 26,772 towards the sale price
of the salt at the accepted bid rate. The amoynt so far realised
covers cess charges as evaded and also the fine imposed on them
totalling Rs. 20,572.83 nP. In addition to the cess charges and the
fine imposed by the Government, the joint licensees are

ired t
pay an amount of Rs. 15294.17 nP. towards assignment t::q:e‘::and?
ed from them. Thus, the Salt department has a total claim of
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Rs. 35,867.00 nP. against the parties, out of which a sum of Rs. 26,772
has already been recovered from the auction purchaser and the re-

maining amount is also likely to be recovered from the removals still
to be made by him.

5. A separate Note is being furnished so far as the discussion with
the Ministry of Home Affairs with regard to change in the rules for

taking departmental action before handing over the case to the court
is concerned.

This Note has been vetted by the Accountant-General, Com-
merce, Works and Miscellaneous, New Delhi.

[O.M. No. 5(9) Accts.|63, dated 1-8-63].

Recommendation:

6. The Committee would like to be informed abowut the recovery of
the cess amounting to Rs. 25887/- and the result of the discussion
with the Ministry of Home Affairs with regard to the change in the
rules for taking departmental action before handing over the case to
the Court. The results of departmental enquiries should also be
rommunicated to the Committee at an early date.

[Para 50 (S. No. 43 of Appendix III) of Seventh Report

(3rd L.S.7.
ACTION TAKEN

In paragraph 50 of their Report the Public Accounts Committee
had inter alia raised the following two points 1n connection with the
case of evasion of payment of salt cess which was detected in 1960:

(a) the feasibility of holding departmental enquiry first before
handing over the case to the Court; and ]
(b) why photostat copies of the relevant papers were not kept

to facilitate departmental action before they were handed
over to the Police;

At the time of giving evidence the Committee was assured that
the matter would be taken up with the Ministry of Home Affairs for
discussion with a view to seeing whether the existing rules regard-
ing departmental enquiries could be revised. As regards (b) the
Committee were informed that orders had since been issued that de-

partmental action could be taken simultaneously with the police in-
vestigation. .

The position in respect of these two points is explained below:

(a) The present procedure is that departmental action should
be taken in the first instance before launching a prosecu-
tion. The question whether departmental action should be
resorted to in the first instance was considered at a meet-
ing of Secretaries in 1958 and it was decided that except 1n
cases where the SPE insist that the case should be put up
in Court, departmental action should be taken in the first
instance. It is however necessary to point out that
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the question whether departmental action on criminal pro-
secution should be resorted to first will arise only alter
investigations are over. At the stage of investigation into
a complaint it is desirable that there is no duplication of
effort as if parallel investigations are undertaken by the
departmental authorities and the SPE in respect of the
same allegations, each investigation may gev aelayed and
one may obstruct the other. Therefore whenever a com-
plaint comes to notice it should be decided first whether
it should be investigated by the SPE or the Departmental
authorities. If it is decided that the SPE should investi
gate the case then it would be proper to hold in abeyance
the investigation by the departmental anthorities except in
respect of matters which do not fall within the purview of
the SPE investigation.

(b) In regard to photostat copies the Ministry of Home Affairs
have issued instructions on 29th April, 1961 in respect of
documents in the possession of audit offices. According to
these instructions in cases where it is considered that the
documents should be seized immediately, the Investigat-
ing Officer should submit a written requisition together
with a list of documents and obtain delivery thereof {rom
the Treasury Officer etc. The Treasury Officer ete. should
send an immediate report to the Head of the Audit Office.
In such cases the Police should take immediate steps to
furnish photostat copies to the Treasurv Officer etc. for
being submitted to the Audit Officer in lieu of the original
vouchers for facility of work in the Audit Office.

It will be seen from the position explained above that provision
exists for taking departmental action before handing over the case
to the Court. In so far as the question of retaining photostat copies
of documents etc. is concerned it will be seen that action to do so can
be taken on the lines of the Home Ministry’s instructions referred to
above. The only determining factor in such a case would be the
inherent legal implication in proceeding against an official on the
same charge both departmientally and in Court.

In so far as the present position of the case commented on by the
Public Accounts Committee is concerned an Inquiry Officer was
appointed on 16-8-1962 to enquire into the case. The Enguiry Officer
submitted his Report on 24-4-1963. On the basis of the Enquiry
Officer’s report notice has been served on two Inspectors (S/Shri
M. V. Padmanabhan and K. Guvindan) asking them to show cause
why they should not be removed from service. Their replies are
awaited. In the case of another Inspector (Shri S. Lakshminaravana)
his increment has been withheld for a period of two vears with im-
mediate effect. One Jamadar (Shri K. Doraiswamv Naidu) has been
retired from service with effect from 22-8-62 and it has been proposed
“to reduce his pension by 10%.

[O.M. No. 5(8)/B&A/63, dated 27-8-63].
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Recommendation:

7. The Committee would like to be informed about the recovery
of the cess amounting to Rs. 25,887 and the result of the discussion
with the Ministry of Home Affairs with regard to change in the rTules
for taking departmental action before handing over the case to the
court. The result of departmental enquiries should also be commu-
nicated to the Committee at an early date.

[S. No. 43, App. III, Tth Report (3rd Lok Sabha)].

ACTION TAKEN

The Ministry of Home Affairs is concerned with the portion ‘A’
of the recommendation at col. 4. The Public Accounts Committee
made a similar recommendation in para 18 (ii) of their 5th Report
(Third Lok Sabha). The position regarding that recommendation
has already been explained to the Lok Sabha Secretariat (P.A.C.)
vide this Ministry's O.M. No. 30/2/63-AC. I dated the 26th April 1963.

Recommendation:

8. The Committee are perturbed at the huge amount of about
Rs. 34 crores for which utilisation certificates are over due and are
still awiated from various State Boards/Institutions as also at the
delay in recovering a sum of about Rs. 4 crores which is refundable
to the Commission. It is disturbing to note that no effective steps
have been taken by the Commission so far against the parties for their
failure to furnish the certificatas. They wonder if the failure to
furnish the utilisation certificates for such long periods does not in-
dicate that the amounts had not been utilised in all cases for the pur-
pose for which they had been sanctioned. In the absence of any con-
certed and sustained efforts on the part of the Commission to im-
prove matters all these years, the Committee cannot help feeling that
there has been a lack of planning and supervision which is regret-
table. To improve this state of affairs the Committee suggest that
the following steps be taken urgently:

(1) * * . [ s ]
(2) * = ] ¢ B L J L J
(3) . * * * * L]

(4) The Ministry of Home Affairs should adopt procedures,
similar to those to be adopted in the case of State Boards in
respect of Centrally Administered Territories.

(5) L ] 2 o° . . L

[S. No. 50, App. III, 7th Report (3rd Lok Sabha)}.

ACTION TAKEN

The Ministry of Home Affairs is concerned only in respect of sub-
para (Y of para 57 of the recommendation. The action on th's sub-
paragraph is dependent on the procedure to be adopted by the Minis-
try of Industry in the case of State Boards. That Ministry have
intimated that thev have not finalised any procedure in this respect
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so far, and that the matter is still under examination in the Khadi &-
Village Industries Commission.

[O.M. No. F. 30/6/63—AC. 1, dated 7-3-63]

MINISTRY OF INDUSTRY

Recommendation:

9. In the opinion of the Committee the procedure adopted by the
Commission in advancing further loans to enable the loanees to repay
their instalments of 10% and thus renewing the loans violates the
very meaning and spirit of the rules. In accounting matters, such
transactions are the least exrpected from @ missionary organisation
like the Khadi Commission. The Committee suggest that this prac-
tice should be put a stop to immediately, and if necessary, the rules
may be suitably clarified to prevent such a practice being resorted
to in future.

[S. No. 51. Appendix III, 7th Report (Third Lok Sabha)].

ACTION TAKEN

A new formula of giving working funds to institutions is under
consideration of the Commission, which will substitute the present
procedure of grant and renewal of loans. Details of this are being
obtained. The Commission is, however, discontinuing the existing
practice as recommended.

[O.M. No. 5(9)/B&A /63, dated 2-11-63].

Recommendation:

10. The Committee would like to stress that relaration of rules
should be an exception and not a rule and therefore relaration should
be allowed only after Government is fully satisfied about its neces-
sity. The Committee consider it unfortunate that the utilisation
certificates were not submitted even after the extended period. In
their opinion, this calls,for strong measures against the defaulting
parties.

[Sl. No. 54, Appendix III, 7th Report, (Third Lok Sabha)].

ACTION TAKEN

In the initial stages, relaxation of time for the utilisation of funds
was given as the institutions were not so well equipped to utilise the
funds within the normal period of one year. The relaxation has
now been gradually curtailed. In this connection, it may be men-
tioned that in December, 1961, the Commission has been authorised
to grant extensions upto 6 months in exceptional cases only and that
too when a portion of the funds has actually been utilised. Utilisa-
tion Certificates have already been obtained in most cases from the
institutions and the procedure under consideration by the Commis-
sion for periodical submission of accounts by the institutions to the
Commission would also, it is expected, lead to better watch over the
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wutilisation of funds in future. Out of the total of Rs. 34 crores in res-
pect of the amounts disbursed during and upto the year 1959-60 for
“which Utilisation Certificates were due from all types of institutions
(including the State Govts. and State Boards) so far as Registered
institutions are concerned, the amount was only Rs. 2 93 crores.
Even in the Audit Report, 1963, the amount for which the Utilisation
Certificates were due from the registered institutions is shown as
Rs. 4:56 crores as against Rs. 3686 crores disbursed upto 1959-60.
There has been further progress since then and the position revealed
as at the end of November, 1963 is as follows:—

Year Amount for which Uti-
lisation Certificates
are awaited

Upto 31-3-1957 . . . . . . . Nil.
1957-58 . . . . . . . Rs. 8,45,662
1958-59 . . . . . . . . Rs. 7,32,161
195960 . . . . . . . . Rs. 15,00,994
1960-61 . . . - . . . .TRs. 35,04,503
' TortaL . . . . . Rs. 65,83 320

In view of these factors, it is felt that the measures already taken
should prove adequate and further progress is being watched by this
Ministry.

[O.M. No. 5(9)/B&A/63, dated 12-3-64].

Recommendation:

11. The fact that the percentage of increase in the expenditure
on the administration of the Commission tis disproportionately higher
when compared to the percentage of increase in the total expenditure
-of the Commission on loans and grants for the corresponding period,
indicates that there is further scope for economy. The Committee,
therefore, suggest that a further review of the work load in various
sections be made and reduction in erpenditure effected to the maxi-
mum extent possible.

{Sl. No. 55, Appendix III, 7th report (Third Lok Sabha)}

ACTION TAKEN

In order to locate where economy can be effected, the break-up of
the expenditure’ on administrative staff, audit, etc is being collected
. and studied.

[O.M. No. 5(9)/B&A/63, dated 4-12-63]
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Recommendations

12. The Committee are anxious to ensure that preventive measures -
are taken in such cases so that such irregularities do not occur. It
is essential for this purpaose, in the opinion of the Committee to have
a better and stricter control by the Commission over the activities
of the State Boards. They trust that the Ministry, in consultation
with the Commission and the Comptroller and Auditor General
would be able to evolve a suitable proceduré early to meet this end.

[S. No. 59, App. III, 7th Report (3rd Lok Sabha))
ACTION TAKEN

State Boards are autonomous statutory bodies set up under the
Acts of the State Legislatures and as such accountable to them. The
Khadi and Village Industries Commission cannot have much direct
control over their activities. It is reallv for the State Govern-
ments and the State Legislature to take effective measures for avoid-
ing irregularities in the maintenance of accounts etc. since the Boards
are working under their administrative control. However, the
question of responsibility of the Commission vis-a-»is the Siate
Boards was discussed at length by the former Chairman of the Com-
mission with the Comptroller and Auditor General on 13th February,
1963. It was agreed that the Commission would not be held initially
accountable for the irregularities pertaining to the accounts of the
State Boards unless they have occurred directly as a result of neglect
of rules and safeguards or defect in procedure in the Commission
itself. The Comptroller and Auditor General also decided that in
all such cases the irregularities might initially be brought to the
notice of the Commission who would either take suitable action to
get the irregularities ractified by the State Boards or consider with-
holding of further grants:loans to the State Boards until remedial
measures are taken by them. If however, Audit is satistied that the
Commission was not taking any action in this regard. it would be
reasonable to blame the Commission and the mention of the irregu-
larity in the Central Audit Report would be appropriate at that stage.

(ii) The Commission has brought to the notice of the State Boards,
through various circulars, the types of checks that are usually exer-
vised in respect of grants-in-aid paid by Government to private in-
stitutions etc. It has also been decided to educate the State Boards
on typical irregularities so that they may take effective action to
prevent their recurrence.

(iii) The various State Governments have been requested to
appoint Financial Advisers to the State Boards. With the appoint.
ment of Financial Advisers, the position is likely to improve con-
siderably.

[O.M. No. 5(9) /B&A/63, dated 3rd August, 1963]
Recommendation:

13. (i) The Committee are unhappy to note that the Commission
have not been able to make much headway in recovering the balance
of the loan. As already suggested earlier, they feel that failure to.

.
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utilise loans and grants for purposes for which these are granted
and to tender proper accounts etc., should be treated as serious
lapses and the question of black listing such Organisations should
be considered. !

(ii) In view of the irregularities disclosed in these cases of exhi-
bitions, the Committee desire that a review should be made of the
procedure followed in organising such exhibitions and giving finan-
cial assistance therefor. It should also be seen whether the grant of
financial assistance by the Commission for holding such exhibitions
has in any way resulted in stepping up the sale of the products or
in making them popular. If the amounts spent are not commensu-
rate with the results achieved, the question of discontinuance of the
practice of giving loans/grants to such exhibitions should be serious-
ly considered.

[S. No. 61, App. III, Tth Report (3rd Lok Sabha)]

ACTION TAKEN

In this connection it may be stated that the Bangalore Exhibition
was organized at the eleventh hour and the expenditure was more
than the amount anticipated, as it was conducted on a large scale
for a longer period. In view of this, the State Board has already
approached the Commission for the grant of a sum of Rs 25.000 to
enable them to meet the extra expenditure and the Commission is
seriously considering the proposal. If, on examination, the grant is
justified and is agreed to, the question or refund of loan by the State

oard would not arise.

(ii) While the Commission would very much like to accept the
recommendation of blacklisting Organising Institutions it feels that
if recourse is had to such an action the response from such Institu-
tions will be poor, as these are manned mostly by self-less workers,
and their enthusiasm will be dampened. The Commission will, how-
ever, endeavour to take other action to see that accounts are ren-
dered promptly. It has also taken note of the lapses of the grantee
Institutions with a view to avoid their recurrence.

(iii) As regards the utility value of these exhibitions vis-a-vis the
expenditure, the Commission is satisfied that the exhibitions for
which financial assistance had been given have proved to be an
effective medium to popularise the Khadi & Village Industries pro-
ducts. These exhibitions are intended to create an interest in the
large number of the public that happen to visit them. The results
achieved which should not be measured in terms of sales only, but
of the value of such publicity and propaganda, can be said to be
quite favourable compared to the amount spent. The need for such
publicity through exhibitions is still greater and any discontinuance
at this stage will give a set-back to the activities of the Commission.

[O.M. No. 5(9)/Accounts/63, dated 32nd August, 1963)

Recommendation:

14. The Committee feel that had the meters been installed in
time, the short recovery of Rs. 32,055 could have been avoided.
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"They hope that the balance of the dues will be recovered early and o
report submitted to them. ‘

[S. No. 14, App. IV, 8th Report (3rd Lok Sabha)]

ACTION TAKEN

The Okhla Industrial Estate was transferred by the Government
-of Im_iia to the Delhi Administration from the National Small In-
dustries Corporation with effect from. The Delhi Administration
purchases water in bulk from the Delhi Municipal Corporation and
supplies it to units situated in the Industrial Estate at Okhla on “no
profit no loss” basis. During the period from April 1959 to the end
of October, 1961, the amount assessed for recoeryv from the con-
sumers fell short, by Rs. 32,055 of the payments made to the Mnicipal
Corporation. This short assessment is due to the fact that the water
meters installed in different factory buildings remained out of order
:lllldtgéigs not gie correct reading of water consumered by different
o .

The defective water meters have since been replaced by the
"C.P.W.D. and the individuals will now be charged on the basis of
actual water meter readings. There will in future be no loss
to the Government in the payment to the Delhi Municipal Corpora-
tion.

The Delhi Administration have reported that the amount of
Rs. 32,055'36 representing short assessed water charges from the
period from April, 1959 to October, 1961 was further assessed against
the occupants on floor area basis and a sum of Rs. 26,487 15 has since
been recovered. Intensive efforts are being made by the Delhi Ad-
ministration to recover the balance amount of Rs. 55,68-21 and it is
hoped that this will be recovered from the occupants of the Okhla
‘Industrial Estate in a short time,

[O.M. No. 5(10) /Accounts/63, dated 24th July, 1963]

Recommendation:

15. The Committee are not satisfied with the explanation for pur-
-chase of stores in excess pf requirements. They feel that if a sense
-of urgency or emergency ready eristed, Govrnment should have
taken special steps to acquire the land in time and started the cons-
truction of the building according to schedule. The Committee would
like to be informed when the construction of buildings is completed
‘in both the cases.

[S. No. 15. App.,IV, 8th Report (3rd Lok Sabha)]

ACTION TAKEN

The main reasons for delay in establishment of an extension centre
-at Bhubaneshwar were the ban on construction of buildings imposed
in the middle of 1957 and the vacillation of the State Government in
.deciding on the plot of land to be given for the Centre. The State
-Government changed their mind twice before coming to a decision
in this regard. These were factors beyond the control of this
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‘Ministry. Construction work of the temporary shed required for-
installation of the machinery at this extension centre will be com
menced after the formalities regarding execution of the sale deed
and sanction of plans are completed. The matter is under corres-
pondence with the State Government.

In th case of Nabadwip also the delay in the establishment of
'the Centre was due to non-availability of suitable rented accommoda-
tion and the landlord’s initial reluctance to sell the entire plot of
land required for construction of our own building. Formalities in
regard to the purchase of the land were completed in 1960 and the
actual construction of the building was commenced on 11th Feb.
ruary, 1962 and was completed by 28th March, 1963. The Exten-
sion Centre has started functioning, All the machinery (except
rolling mill and 3 other Small Machines) were installed by 28th
March 1963 and temporary power connection obtained. The entire
power requirements of the Centre will, however, be supplied by
State Electricity Board after a transformer is installed.

[O.M. No. 5(10) /B&A/63. dated 3rd October, 1963.}‘_

12th Report (3rd L.S.)
Recommendation:

16. The Committee of 1958-59 has also expressed concern at the
unsatisfactory state of affairs pervailing before the Commission was
set up in 1957. It might perhaps be too early to evaluate the pro-
gress of the Commission. The Committee, however, would like to
point out that if the junds earmarked in pursuance of the policy of
Development of traditional Khadi are to be sell-spent, the financial
procedure to be followed by the Commission needs tightening up.
The Committee trust that the Commission will address itself to
this matter. It is the responsibility of Government (who cre
accountable to Parliament) to assist and clothe the Commission, if
necessary, with greater powers for dealing with statutory State
Boards.

Further comments of the Committee (1961-62)

The Committee would like to know whether Financial Regulations
-have been finalised by the Committee.

[S. No. 7, App. II, 12th Report, (3rd Lok Sabha) ]
ACTION TAKEN

A note (Annexure) has already been sent to the Lok Sabha Sec-
‘retariat indicating the position regarding finalisation of Financial
Regulations of the Khadi and Village Industries Commission. Tha
matter has not progressed further and it is still pending with the
Khadi & Village Industries Commission,

[O.M. No. 5(14) /B&A/63, dated 21st September, 1963]
259 (Aij) LS—8.



ANNEXURE

GOVERNMENT OF INDIA
MINISTRY OF COMMERCE & INDUSTRY
(See item 16)

At Serial No. 13 of Appendix I to Vol. II of their 42nd Report
(Second Lok Sabha), the Public Accounts Committee desired to
know whether Financial Regulations have been finalised by the
Khadi & Village Industriex Commission. The position in this respect
is that the Financial Regulations have been finalised by the Com-
mission. Financial and Accounts Rules of the Commission have,
however, been drafted excepting a few portions. The draft has been
prepared in consultation with the Financial Adviser to the Commis-
sion, and it is awaiting the approval of the Commission.

The preparation of the regulations required the services of a
suitable officer with considerable experience and knowledge of Gov-
ernment accounting, rules and procedure. The Officer, having becn
appointed, could not complete the work as he had to be given certain
other assignments, which could not be attended to in addition. FHe
was appointed full time in August, 1961 only. As the Commission’s
activities cover a wide field, the officer had. necessarily. to discuss
the actual working of the different sections and of the trading schemic
with a large number of officers and visit a number of Trading snd
Production Centres for collection of the requisite material. This
tnvolved much time and labour.”

Sd/- K. V. VENKATACIHALAM,
Joint Secretary to the Gout. of India.
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APPENDIX XII
MINISTRY OF INTERNATIONAL TRADE

Statement showing action taken or proposed to be takem on the re-
commendation of the PAC.

SEVENTH REPORT (THIRD LOK-SABHA)

Recommendation:

1. Whatever be the reasons for the shortfalls, the Committee are
not happy about the persistent short-falls against the budgetary pro-
visions year after year, as they are clearly indicative of a temdency
to provide for large funds than what could be usefully spent. The
Committee jeel that the grants made to the Tea Board should h:ve
been limited to their capacity to spend. The Committee suggest
that the Ministry should restrict the allotment of funds to the Tea
Board in the light of past performances, specially in view of the
present emergency.

[S. No. 63. App. III, 7th Report (3rd Lok Sabha).]
ACTION TAKEN

The Ministry have taken note of the above observations and will
endeavour to exercise stricter contro]l to minimise the possibility of
large unspent balances,

[O.M. No. 7(1)-B&A/63, dated 28th August, 1963.]

Recommendation:

2. (i) In regard 1o the amounts spent ow propaganda in [ndia,
while noting that the figures have been progressively reduced, the
Comamittee are of the view that the figures are still on the high side,

(iiy The Comnitiee are unable to appreciate the reason why the
Government while thiey desire 1o have more dnd more quantities of
tea for export to forewgn cuumiries siould spend heavy amounts for
propagat.n consumption of tea internally which is already being
done byt private trade themselves. Nor do they see any justif-
cation for sponding any sums of moneys (about Rs. 14 lakhs) ow staf
and establ.shment for internal propaganda which could be much oet-
ter utilised for propagating the promoijon of tea sales abroad, which
s stated to be the avowed policy of Government amd which is now
so essential in view of the heavu drop in the export of tea during
1961 as compared 1 the year 1956.

In respeet of the propaganda for tea promotion abroad, the Com~
mittee feel that the present policy needs reorientation. In their opi-

mion, propaganda tork should be concentrated more in those coun-
tries where consumption of tea was appreciably less, while some

79
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1pork should_ conyinue in the countries where the rate of tea consump-
tion was quite high in‘order to ensure that there was no fall in the
level of consumption.”

[S. No. 64, App. III, 7th Report (3rd Lok Sabha).]

ACTION TAKEN

Expenditure on internal promotion is being reduced to the abso-
lute minimum. Though the gross expenditure on this item was
Rs. 1823 lakhs, Rs. 20°60 lakhs and Rs. 18- 30 lakhs during the three
years 1960-61, 1961-62 and 1962-63, the nett expenditure amounteq to
only Rs. 12-81 lakhs, Rs. 13-67 lakhs and Rs. 11:91 lakhs respectively,
after deducting the sale proceeds of tea ang snacks and administra-
tive fees from canteens realised and proportionate charges on account
of officers and staff of headquarters of the Tea Promotion Directorate
debited to “Tea Promotion outside India”. In 961-62 an expenditure
of Rs. 1-77 lakhs was incurred over and above the normal expendi-
ture on the purchase of 2 chassis and for building their bodies
(Rs. 51,000) and on account of participation in the Indian Industries
Fair (Rs. 1-26 lakhs). This expenditure cannot wholly be regarded
as on internal promotion as the vang are operating abroad to serve
the needs of external promotion and the Board’s participation in the
Fair was primarily aimed at attracting the attention of a large num-
ber of foreign visitors to that Fair. So also, in 1962-63 a sum of
Rs. 43,000 was spent on the supply of tea to our jawans. If these
two items are not taken into account the normal expenditure in the
years 1961-62 and 1962-63 would workout at Rs. 11-90 lakhs and
Rs. 11-48 lakhs respectively.

Expenditure on staff and establishment on Tea Promotion in
India was Rs. 11'01 lakhs, Rs. 11-28 lakhs and Rs. 11-20 lakhs in the
year 1960-61, 1961-62 and 1962-63 respectivelv. This has remained
more or less stationary notwithstanding the extra expenditure incur-
red during the latter 3 years in implementing the recommendations
of the Pay Commission.

Correspondingly, our promotional efforts in foreign markets
are being intensified, special attention being given to new potential
markets or where our share of the total tea imports is small or where
there is a downward trend in the offtake of Indian tea. Recent deci-
sions taken by Government cover the opening of the Tea Centres in
London, Edinburgh and Dublin and cooperating with Cevlon and the
local trade in Australia in a joint campaign to propagate teas. In
the framework of intensified foreign propaganda, the existing staft
for internal propaganda is being diverted or readjusted to meet such
needs. The Tea Centre at Bambay and other Tea Bars and Buffets
in the country also serve as efforts at promotion of°tea outside India,
as these are being patronised by a large number of foreign tourists
and visitors.

[O.M. No. 7(1)-B&A/64, dated 27th February, 1964.]
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Recommendation:

The Committee are unable to find any justification for such
large saving on development schemes (to the tune of Rs. 12 lakhs)
on the one hand and on the other the failure to improve the produc-
tion of green tea which has a good export market. They trust that
proper attention to this aspect would be given in future.

[S. No. 66, App. III, 7th Report (3rd Lok Sabha).]
ACTION TAKEN

Though at the initial stages some delay was involved in
rules and prescribing the procedure for the implementation of the
various development schemes undertaken by the Tea Board, there
has been satisfactory progress made since with a good response
evinced in the major schemes in operation like the Tea Machinery
Hire-Purchase Scheme, the Plantation Finance Scheme, ete.

The Board have also been paying special attention to the green
tea growing areas. A loan of Rs. 3 lakhs on easy terms was extend-
ed by the Board to the Punjab Government for the setting up of a
Co-operative Tea factory at Bir (Kangra). The construction of the
factory with an initial annual capacity of 2 lakh pounds is under pro-
gress. The Board also have posted a Field Advisory Officer to ren~
der technical advice and guidance on improved and scientific me-
thods of tea cultivation to the small growers in Kangra, Mandi and
Dehra Dun. A special research scheme has also been started at the
Palampur Demonstration Farm with financial assistance from the
Board to help the small growers of Kangra. The Board propose to
place at the disposal of the State Governments funds for disburse-
ment to small growers in the formation of Small Growers’ Co-opera-~
tives for improvement of plantations. There is further a proposal to
start a Co-operative Tea Marketing Society in Kangra to ensure or-
ganised marketing facilities for the small tea growers of that arem
An expert team visited tea plantations in the Punjab in April 1963
and their report incorporating measures for improvement has been
forwarded by the Tea Board to the Punjab Government for con-
sideration. Government and the Tea Board are thus alive to the
need for assisting the green tea producers and will continue to pay
special attention to their problems. ’

[O.M. No. 7(1)-B&A/63, dated 23rd October, 1963.]
Recommendation:

The Committee feel unhappy ovet the inordinate delay and
the resultant loss (about Rs. 2 lakhs) that has occurred in this case.
In their opinion, with better planning and coordination with ths
Indian Embassy in Egypt and a sense of urgency, the Tea Centre
could have started functioning much earlier. Moreover, in the ab-
senoe of the Tea Adviser designate, the Centre could have been start-
ed under the guidance of someone else with some knowledge of cat-

ering, etc. during the interim period. They hope such cases will not
nmf'

[S. No. 67, App- IlI, 7th Report (3rd Lok Sabha).}
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ACTION TAKEN

~ The observations of the Public Accounts Committee have been
carefully noted for future guidance.

[O.M. No. 7(1)-B&A/64, dated 4th January, 1964.]

Recommendation:

' 5. A provision be made in the rules fixing a time-limit within
which the Annual Administration Reports of the Tea Board should
be published so that the latest position showing the correct picture
of the Board is available.

[S. No. 69, App. III, 7th Report (3rd Lok Sabha).]

ACTION TAKEN

Th> above recommendation follows a general observation made
in ... 15.h Report of the Public Accounts Committee (Second Lok
Sabha), viz. since large sums of money are voted by Parliament for
payment to such Boards as grants-in-aid, it is only proper that Par-
liament and the Public Accounts Committee should be apprised of
their activities. 1t was, therefore, recommended that the Annual
Reports on the working of the autonomous Boards should be placed

before Parliament.

2. In so far as the Tea Board was concerned, there was no statu-
tory responsibility for submission of the Annual Administration Re-
ports to Parliament. In practice, however, the Board had been pre-
paring its Annual Reports and sending them to Government who in
turn had been forwarding copies to the Parliament Library.

On the basis of the recommendation of the Public Accounts Com-
mittee, Annual Administration Reports of the Tea Board from the
year 1958-39 onwards have been placed before Parliament. The
latest report of the Board, viz. for 1961-62 has been laid on the tables
of both the Houses of Parliament in January, 1863.

3. In accordance with the earlier recommendation of the Public
Accoun‘s Committee, the Comptroller & Auditor Genceral of India
has decided that the audit of the accounts of the Tea Board ennduct-
ied by the office of the Deputy Accountant General, Commcree, Works
-+ Miscellaneous, (then Deputy Director of Audit, Food, Rchabili-
“» - Supply, Commerce, Steel & Mines) Calcutta, should be so
arrangnd that the Audit Reporteand audited accounts would be made
available 1o the Tea Board in time to enable it to include them in
the Annual Report. It was further decided that in future the Annual
Report along with the audited accounts and the Audit Report there-
on will be presented to Parliament by the 15th February of the
following year at the latest.

4 The recommendation of the Public Accounts Committee will
be given effect to by the Tea Board and the Government.

[O.M. No. 7(1)-B&A/63, dated 28th August, 1963]

[}
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EIGHTH REPORT (THIRD LOK SABHA)

Recommendation:

6. The Committee are not quite satisfied with the explanation re-
garding delays in despatch of exhibits and are unhappy to note that
inspite of their earlier recommendations, delays are still occurring.

The Ministry should fir time limit within which all the exhibits
properly packed should reach the port and the participants, who
should be notified sufficiently in advance, told that no exhibits would
be accepted beyond that.

[S. Nos. 10(i) (iii), App. IV, 8th Report (3rd Lok Sabha).]

ACTION TAKEN

An Advisory Committee including representatives of Trade and
Industry meets every year and advises the Government on the annual
programme of India's participation in Exhibitions and Fairs abroad.
The established trade and their organisations are always associated
even in the initial decisions and planning. Based on the recommen-
dations of the Advisory Committee, participants in our exhibitions
are also notified sufficiently in advance of the Government's decision
on the annual programme of Exhibitions. In addition, detailed in-
structions to participants are also issued well in time before each
cevent in regard to packing marking etc. and the last date of accent-
ance of goods by the shipping agents at the port. Thus, the PAC.'s
wishes are being implemented in full in this regard.

On the whole, this has vielded satisfactory results. The bulk of
exhibits ar~ 15 be supplied free of cost by the Trade and Industry.
The response from Trad» and Industry has no doubt improved of
late. However, it is still somewhat patchy. Response depends on
the participants’ knowledge and assessment of the market in the area
of exhibition, and immediate returns by way of business etc. Those
industries which cannot expect immediate, results in a competitive
international market do not alwavs readily come forward. Further-
mare, the better internal market in India is another deterrent. Many
sectors of Industry and Trade would go unrepresented if Govern.
ment dnes not make considerable efforts to fill up the gaps in sectors
in which adequa‘e representation is not obtained. The last date for
receipt of goods has very often to be extended so as to enable the
gaps to be filled up. A rigid enforcement of the target date origi-
nally stipulated for receipt of goods and rejection of late comers will
make the display unbalanced and also leave many commodities un-
represented in foreign markets. It has also been our endeavour to
avoid criticism by Audit that exhibition halls hired at considerable
cost to Government do not contain a sufficient quantity and variety
of exhibits. Since participants are to send their goods direct to the
clearing agents after obtaining the approval of their exhibits from
Government or the Export or Commodity Promotion bodies, the
actual position regarding the goods reaching the port in time for ship-
ment becomes known to the Ministry only after shipment. Very often
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transport bottlenecks to happen even in transport within India:
itself. No liaison office at the ports at present to keep continuous
watch over the collection of goods at the ports and the shipping
could be arranged due to the continuous need for economy in ex-
penditure. Shipping is also subject to vagaries of weather, port
conditions, sailings and transhipment etc. Nevertheless, such liai--
son office at ports will be set up if found unavoidable.

Recommendation:

7. The Committee feel that if any useful purpose is to be served
by participation in the International Fairs and Exhibitions, the Gov-
ernment would be well advised to induce the private Trade and In-
dustry to take more active part both financial and administratively
in such exhibitions abroad, so that they may also feel as active parti-
cipants. . .

[S. No. 10(ii), App. IV, 8th Report (3rd Lok Sabha).]

ACTION TAKEN

Administratively, as explained in regard to the answers to the
abservations mentioned at item 10(i) and 10(iii) at pre-page, the
established trade and their organisations are always associated. Their
financial participation, however, is now limited to the extent of the
expenditure required for the supply of exhibits and their internal
transport within India except in the case of the Annual Leipzig In-
ternational Fairs, Spring and Autumn. In the case of this particular
fair, some of the established exporters who have been getting the
benefit of some positive export trade are now paving part of the other
organisational expenditure. This is possible in the case of the Leip-
zig Fair because the G.D.R. Government tracks part of their import
trade through the Fair.

A second exception is the Indian Exhibition now being oganised
at Moscow in July, 1963. Government has constituted an Advisory
Committee under the Chairmanship of Shri G. D. Birla. Commercial
participants are requiredsto pay Rs. 55 per Sq. ft. to the Government
towards the total expenditure contingent to their paricipation.

(ii) To associate the Trade Government also releases foreign ex-
change to the delegation of representatives of participants to go
sbroad to demonstrate their products and convass business during
exhibitions.

(iii) Further, Government releases foreign exchange and also
glves advice and guidance to the Trade and Industry who desire to
perticipate on their own in International Fairs!Exhibitions in which
Government do not take direct part.

Government is, however, constrained to co-ordinate, finance and
administer exhibitions abroad for the following reasbns:—

(1) Yany of our industries are still in the development stage and-
require not only protection but also the active support of Govern-
ment ir exploring and exploiting foreign markets.



85

(ii) Proper trade publicity and demonstration has to be carried
out on a global basis with long term objectives, which only Govern-
ment is at present in a position to organise and carry out. Private
Trade and Industry are not generally interested in markets which

do not or cannot be expected to yield immediate returns on an attrac-
tive scale. aa

(ili) If Government does not take an active role in Fairs and Ex-
hibitions abroad, many industries and trades specially the developin
ones such as Small Scale and Cottage and Tourist industries wi
not be properly represented and publicity will be lopsided and res-
tricted to few sectors.

(iv) By and large, Trade and Industry are not sufficiently ex-
port-minded and do not appreciate fully the need for trade publicity
and demonstration abroad. The risks attached to export trade, the

attractive home market where no such risks are involved, are also
contributory factors to this attitude.

(v) Standards of display and projection of themes will have to
oe main:ained at international levels to yield results.

(vi) The Government is also enabled to publicise abroad achieve-
ments in the Cultural, Social, Economic fields and Plan Publicity,

foreign investment opportunities etc. Trade and Industry cannot be
expected to handle these themes.

Recommendation:

8. The Mimistry should wssue instructions to officers concerned and
to Missions aoroad where such exhibitions are held that a proper
register/inventory of all the articles should be maintained, so that
a proper check can be exercised on the disposal of exhibits.

[S. No. 10(iv), App. IV, 8th Report (3rd Lok Sabha).]
ACTION TAKEN BY GOVERNMENT

Instructions to this effect are already extant and are being observ-
ed. In the 3 cases referred to by the P.A.C. the interval between the
receipt of goods, or their being taken charge of by the Mission, and
the exhibition was very shart; and the records or of accounting could,
therefore, be completed only after the event. The observation of the

P.A.C. has again been communicated to all Missions and officers for
strict compliance.

Recommendation:

9. The Committee are unhappy to note that sanctions for expendi-
ture abroad are issued without proper eramination of facts and figures
urd without consulting the Missions concermed aboug the detail; on
tohich estimates were based. They hope that g suitable procedure
will be evolved to ensure that such cases are not repeated.

[S. No. 11, App. IV, 8th Report (3rd Lok Sabha).)
ACTION TAKEN

Sanction for expenditure on exhibitions abroad are issued only on
estimates framed after obtaining necessary data and estimates
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the Missions concerned. In the cases of the two Indian Exhibitions,
at Beupo_s Aires 1959 ang at Saigon, 1959, the estimates furnished by
the Missions were considered as too low for exhibitions of 10,000
Sq. ft. each as compared to pro rata cost incurred actually in other
exhibitions. Higher estimates were, therefore, sanctioned by the
Ministry in order that certain normal standards of decoraticn and
«display may be achieved. Savings resulted were on account of pru-
dent spending and exceptionally good public relations work on the
part of the Missions and Exhibition. Officers and the co-operation
extended by local parties etc. The instructions of the P.A.C. have
been noted by the Ministry for further tightening up of the esti-
mates in future. *

Recommendation;

10. The Committee do not appreciate the manner in which the
question of disposal of exhibits is being handled. They suggest that
effective steps should be taken to ensure that exhibits are disposed
of as quickly as possible to avoid incurring of loss on that account.
Before disposal of the exhibits abroad, it should be ascertained whe-
ther the cost of retransporting them back to India would be less
than the loss likely to be suffered by such disposal. Missions abroad
should be asked also to furnish the Ministry with stock lists of
exhibitions regularly.

[S. No. 12, App. IV, 8th Report (3rd Lok Sabha).]
ACTION TAKEN

Exhibits are only samples and few in number in each kind and
are not in bulk which alone local importers would be readily inter-
ested in purchasing. They are also shop soiled and undergo depre-
ciation in the course of display, exposure and handling. The exhi-
bits being imported without prepayment of import duties etc., per-
mission to dispose of exhibits, specially on rates of duties and taxes
based on the market value of the goods after display is only obtained
with considerable difficulties. Import licences being obtained by
buyers are also insisted in certain countries before the sale can be
effected. The disposal of exhibits abroad is thus achieved only with
great difficulty. However, the Missions had been instructed to do
so in order to economise expenditure on the return of goods to India
and also as it will lead {0 goods reaching the consumer. Strict in-
structions have recently been issued to the Missions to expedite
action either for disposal locally wherever passible or to return the
goods to India in a short period.

Disposa)l of such goods, as are returned, at the ports is also being
.arranged to avoig further expenditure. Disposal by auction of exhi-
bition goods at Delhi is also being arranged.

Instructions to Missions in regard to maintenance of stock regis-
ters and furnishing of stock lists to the Ministry are already extant
The Missions have been issued strict instructions in this regard re-
cently also. Compliance with the instructions by the Missions is
and will be watched carefully. -
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‘Recommendation:

11. The Committee are unhappy over the lethurgic and inefficient
manner in which the Directorate of Exhibitions is functioning. It is
surprising that even after a lapse of five years pending insurance
claims have mot been settled owing to non-availability of forms. Nor
have any account of the contents of the packages etc. been maintain-
ed. The Committee desire that a thorough investigation into the
affairs of the Directorate should be made, responsibilities fired for
such slackness in performing the duties and suitable disciplinary
action taken against the officers concerned.

[S. No. 13(i), App. IV, 8th Report (3rd Lok Sabha).]

ACTION TAKEN

It seems, there is some misunderstanding. The delay in the settle-
ment of insurance claims is not due to want of any special forms
but on account of disputes on claims, although the claims are based
on the reports of international surveyors. In such insurances, there
are several parties involved wviz., the packers, the shipping and for-
warding agents, the carriers both interna]l and international, the
consignees port authorities particulariy Port Commissioners, the
insurance agencies, their under-writers, etc. Some dispute or other,
therefore, is always likely to take place and some of these disputes
sometimes take a long time for satisfactory settlement. It is difficult
for the Government to arbitrarilv force the insurance company to
satisfactory settlement. At best Government could go only to the
Court of Law for a remedy and this could be resorteq to only when
all other measures fail. In any case, it is not on account of the negli-
gence or omissions of any particular officer that the insurance claims
are not settied in time.

It was also observed that accounts of the contents of certain pack-
ages in the store have not been maintained. In this particular case
too, it seems, there is a misunderstanding of the situation. The pack-
ages referred to have been received from overseas and they had re-
levant invoices attached to the shipping ddtuments and they were
awaiting the survey required under insurance. The boxes could
not be opened and contents entered into the stock register before
the survev could be completed. The officer, who was doing the phy-
sical verification, it seems, has made his observations inadvertantly

in regard to these boxes.

Recommendation:

12. The Committee further desires that a survey of the work done
by the various Exhibition Sectioms under the Ministry of Commerce
and Industry should be made early in order to avoid any duplication
of work by abolithing/merging some of them, if necessary.

{S. No. 13(ii), App. IV, 8th Report (3rd Lok Sabha).]
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ACTION TAKEN
The units under the Ministry concerned with Exhibitions are;—
(i) The Directorate of Exhibitions;

(i) ThedExh.ibition Unit in the All India Handicrafts Board;.
ar

(iii) The Exhibition Unit in the State Trading Corporation.

The Directorate of Exhibitions organises Trade Fairs/Exhibitions.
abroad at Government level and co-ordinates participation therein
by the Trade and Industry, both from private and public sectors,
and other service Ministries and Organisations. The Directorate of
Exhibitions is also responsible for advising and guiding domestic and
international fairs organised in India and also exhibitions organised
by foreign countries in India.

The All India Handicrafts Board has, its main function, the deve-
lopment, promotion and creation of demands for handicrafts inter-
nally and in foreign markets. The Exhibition Unit in this organisa-
tion, therefore, arranges domestic exhibitions. It also participates
in Exhibitions abroad, through the Directorate of Exhibitions, as
a means to promotion of Indian handicrafts abroad.

The small exhibition unit in the State Trading Corporation parti-
cipates in Exhibitions/Fairs organised by the Directorate of Exhibi-
tions in State Trading Countries in order to negotiate and conclude
deals, as in these countries bulk of the annual purnchases are made
at the time of exhibitions. It also avails of similar exhibition quota
offered in other countries. This is as it should be, as the State Trad-
ing Corporation is a trading organisation with monopoly in the
trading of certain commodities.

There is, therefore, no duplication of work among these three
units.

Recommendation:

13. The Committee would also like the Ministry to review the
position regarding the Government participation in Exhibitions and
Fairs in order to ascertain whether any beneficial results, in the shape
of increase in the sale or export of commodities or otherwise \have
f{own from the activities. Thereafter the question of curtailment of
these activities, to the extent possible, should be examined so as to
conserve foreign exchamge and, other expenditure.

{S. No. 13(iii), App. IV, 8th Report (3rd Lok Sabha).]

ACTION TAKEN

The real purpose of exhibitions abroad is to keep in touch with
markets and also to give visual commercial publicity to India's ex-
portable goods. Visual Commercial Publicity supported by ancillary
publicity is essential as the world market now is a ‘buyers’ market’.
As in the case of any other publicity, such as advertisements, it is
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difficult to measure quantitatively the trade which has resulted out
of an exhibition except in cases or events where a trade is tracked
through the events or fairs by means of granting a fair quota for
the import of goods. Nevertheless, the number and nature of the
tx_'a_de enquiries being obtained to give the Government and the par-
ticipants a fair idea of the results. Judging from the number and
nature of the trade enquiries received-in India Exhibitions abroad,
the results have been encouraging. Furtheremore, the policy of the
Government is now only to hold or organise a limited number of
exhibitions wehe there is a potential market for our goods or where

there is a danger of elimination of Indian goods due to want of effort
‘0 keep in touch with thr market

[O.M. No. 5(10) Accts./63, dated 31-7-63.]

[Additional notes on S. Nos. 10 and 13, App. IV, 8th Report (3rd Lok
Sabha).]

14. “Detailed note in regard to the Fairs held abroad during 1959-
60 giving information about:

(a) Selection and receipt of exhibits,
(b) Difficulties in shipping etc.,

(c) Financial commitments,

(d) Maintenance of stock registers, and
(e) Disposal of exhibits.”

ACTION TAKEN
(2) Selection and Receipt of Exhibits

(i) In their 18th Report, the P.A.C. had instructed that the parti-
cipants for exhibitions and fairs should be given adequate notice so
that the necessity for air-freighting of goods is avoided. In view of
this advice, which was accepted in toto by the Government, forward
programme of Exhibitions abroad for the next financial year is cir-
-culated to the Export Promotion Councils, Commeodity Boards,
Chambers of Commerce and Trade, Mercantile Firms etc. as soon as
the forward programme is determined on the advice of an “Ad-hoc”
Advisory Committee on Exhibitions and Fairs abroad. This tenta-
tive programme framed at the time of budget proposals for the next
vear generally reflects the intentions of the Government and its
advance circulation is intended to tnform the participants and give
them time for making up their minds as to the chaice of events that
they would like to participate in and prepare their exhibits.

(ii) This tentative programme is finalised after considering the
funds granted in the budget, later developments etc. As each event
in the programme comes up in the calendar, advance preparations
are made well in time and the planning in detall is finalised for each
individual exhibition. Shipping information is obtained from the
Shipping Agents and target date for the participants to send their
goods to the Shipping Agents is circulated to all participants in
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good time. The fixation of the sailing date is made taking into
account:—

(1) frequency, the sailing schedule, voyage period, transhipment
and other facilities; (2) time normally required by the participants
to collect, pack and despatch goods to the Shipping Agents; and (3)
to avoid the goods reaching destination too early so that expenditure
on storage and custody and nsurance chaerges and deterioration of
exhibits in storage are minimised.

Thus it would be seen that the parties are given sufficient time
to enable them to; make arrangements to take part in the event but
also to ensure that the Government is not put to any avoidable ex-
penditure.

(b) Difficulties in Shipping etc.

However, the actual shipment and deliveries at the destination
are dependent on so many factors. To mention only the more im-
portant they are:—

(i) Although adequate nolice is given through the circulation of
tentative programme in advance, the particular exhibition circular
stipulating target dates for shipment etc. is also issued in time and
in addition special efforts are made with individual parties. The
coliection of the exhibits at the port is dependant on the readiness
with which private parties send their exhibits in time. It is the trade
samples that have formed the bulk of items on display in an exhibi-
tion. Wherever, there are gaps in the representation of commodities,
which are considered essential from the trade point of view, further
efforts have to be made io persuade and collect from private parties
such representative samples. 1t is also necessary with a view to
avoiding unnecessary expenditure, that shipments should be effected
in cconomic lois and thus the collection and despatch of exhibits is
dependant on the smooth flow of the exhibits in time {rom the pri-
vaie parties. It some times happen that some exhibitors send their
gocds to the shipping agemts at the eleventh hour and even later
thus causing dislocation in shipping arrangements.

(ii) Steamer Sailings—The actual sailing or the loading of the
vessels are dependant on the vessels reaching or leaving a port in
time, availability of shipping space, conditions in the port, and wea-
ther conditions as well as port conditions at port of transhipment or
discharge. These are factors which are beyond the control of the
Government. Cancellation or postponement of scheduled sailings
without adequate prior notice also sometimes complicates the situa-
tion.

(iif) The previous paragraphs explain in brief the normal precau-
tions taken by Government and how the upsetting of the shipping
programme sometimes happens. Action for eollection of goods for
the L.yons International Fair (April, 1959) and Tokyo International
Fair (May, 1959) had been initiated in January/February, 1959 res-
pectively before issue of Public Accounts Committee’s Report dated
24th Aoril, 1959. The causes which led to delayed receipt of goods
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at e particular exhibitions mentioned in paragraph 18 of the Audit
Report (Civil) 1962 are explained below:—

Lyons International Fair, 1959—4th to 13th April, 1959

Participants were addressed on 9th January, 1953 advising them
of GGovernment’s intention to participate in this Fair and were also
informed that goods should reach the shipping agents latest by 20th
February, 1959. Formel terms and conditions stipulating the same
date for receipt of goods by the Shipping Agents were also issued on
14th January, 1959 to the parties. The sailing was scheduled for 26th
February, 1959. The boat actually sailed on 4th Mareh, 1959 taking
80 cases. 30 cases received late from parties for shipment by this
sailing were shipped in two vessels, scheduled to sail on 10th March,
1959.  One of the two vessels, which carried 4 cases actually saiied
on i2th March, 1959; the other one which carried 26 cases left on
sch.edule ie. 10th March, 1930, All the consignments were to be
unjoaded at Genen nn’ Dirther transport to Lyons was to be made
by !'he overland route. The normal period of voyage to Genoa was
about 14—17 days. Normally, these goods should have reached the
Exh:bition Site in time. However, there was congestion at the port
of Genoa. Therefore, 106 cases in the first 2 sailings reached Lyons
or 3rd April, 1959. Even so, the Mission, who had been informed
earlier on 18th March, 1859 about these shipments, managed the cus-
toms clearanc» and other formalities and put these exhibits on dis-
play before thn Fair opened on the 4th April, 1959. The last con-
sienment of 4 caves bv the vessel which left India on 12th March,
1959 reached Lvons after the opening of the Fair. Nonetheless, the
Mission cleared them also and put them on display.

In addition, therec was one case of samples of handloom textiles

flown direct to our Embassy at Paris by the All India Handloom
Board. This was done at the cost of that Board. This case was
taken from Paris to Lyons and put on display while the Fair was in
progress.

Thus, it will be soen that no exhibits were received after the ter-
mmation of the Fair and the delay which occurred in the delive
uf the oxnibits at Lyons was due to circumstances beyond cont

Tokyn International Trade Fair, 1959—5th to 22nd May, 1959.

Tne provisional booking of the space in this Fair, made by Gov-
errment, was cancelled by the Fair authorities. Information about
the restoration of the booking of a smaller space was received only
en 21st February, 1959, In the meanwhile, however, information
abouy *he available sailings to Japan had been called for from Ship-
pors on [1th February, 1959, which was received on 26th February,
1959. On the same dav, the participants were requested to arrange
delivery of their oxhibits to the Shipping Agents at Calcutta by 20th
M:ren, 2959, so that a sailing scheduled for 26th March, 1959 could
be nvailed of. 34 cases received by the Shipping Agents were loaded
on -his ship ia time, but after loading the ship was delayed and
actvlly sailed only on 6th April, 1959. 9 cases which couig not be
Inaded on this vessel and two more cases received late after the clos-
ing of the loading of this vessel were shipped by a second vessel
whicn sailed on 3rd April, 1959 i.e. three days earlier of the vessel
which had alreadv been loaded and was scheduled to sail earlier.
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When the first boat reached an intermediate port in Japan, Moj,
the Embassy arranged to take delivery of the goods and arranged to
transpert them to Tokyo by road. Thus the Mission was able to
put them on display from 14th to 22nd May, 1959 after clearance by
ihe Customs authorities at Tokyo, while the fair was still in progress.
The second vessel, which carried 11 cases, reached Tokyo valy on
20th May, 1958. This consignment was not released from Customs.
Therefore, they could not be put on display.

The Missipn had, however, before the receipt of the first consign-
ment of exhibits put on display exhibits already with them.

Thus, it will be seen that the delay in the receipt of the exhibits
at Tokyo was due to reasons beyond Government's contro] viz., the
unforeseen delay in sailing of the vessel, difficulties in shipmcnt, late
receipt of goods. It will also be seen that the Mission hag put in
special efforts for collection of the exhibition consignment and for
‘putiing the major part of the consignment of exhibits on display
immediately on receipt.

Canadiun Nationa] Exhibition—Toronto 26th August, 1959 tuv 12th
September, 1359.

Ten.alive annual programme of Exhibitions/Fairs for 1359-60 in
which this event was included was circulated to parties as carly as
'25th April, 1959. Circulars were issued in advance on 23rd May,
1959 advising participants of Government’s participation in tiie Cana-
dian Far, 1959 and advising them that goods should be kepl ready
for desratch by 3rd week of June, 1959. The circular of ‘Te:ms and
Conditions’ stipulating that goods should reach the shipping
agents not later than 1st July, 1959 were issued on 4th .June, 1959.
“The first lot of 82 cases was shipped from Bombay by a boat which
sailed o 9th July, 1959. 7 cases were received at Bombay alter the
steamer had sziled. They were transported to Cochin to catch the
next sailing on 17th July, 1959, but unfortunately did no, reach
Cochin in time. These 7 cases and three more sent by participants
direct to Cochin were shipped by a vessel scheduled to said cn 21st
July. 1959 bui the departure of which actually took place uhly on
'27th July, 195). The consignment reacheq Halifax, the por. of dis-
charge for Toronto, op 17th August, 1959 but clearance and trans-
port tn Toronte took another 8 days. Thus, this consignmert of 10
cases rcached Toronto on 25th August, 1959. The day bdize the
-opening of the Exhibition on 26th August, 1959. The Mission did
not 1ind it possible at that late stage to disturb the display already
-arranged for introducing these exhibits. Therefore, they did niot put
them on display.

Izmir International Fair, 1960—20th August, 1960 to 21st September,
1960.

Arrangements for participation in this Fair were governed by the
terms of an agreement entered into by the Ambassador of India in
‘Turkey -vith a Turkish firm of importers. According to tl.is agre».
ment, the Turkish firm was to meet all the expenditure on the orga-
nisation of the Indian Pavilion in the Fair and import Indian commn-
dities to the extent of the Fair quota. For this purpose, the firm
was ic solect the commodities, approve prices and enter iniv ¢ con-
tract with <he State Trading Corporation for the purchase, collection
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and despatch of these items. Because of the delay on the part of
the Turkish firm in issuing of final instructions to the State Trading
Corporation, as late as July, 1960, and owing to the infrequency of
t}m direct sailings to Izmir, certain goods reacheq Izmir after 20th
September, 1960. However, the Turkish firm was able ic obtain
from the Turkish Government the necessary permission for taking
delivery ¢f the delayed consignments also. They did take deliverv
of all the goods except a part of consignment valued at $ 8,797:37,
comprising some bales of hessian etc. fans and sewing machines.
This part consignment also is to be paid for by the Turkish firm
according to an agreement entered into by this firm in resgpect of
participation in the Izmir Fair, 1962. Thus no loss has been caused
Ly the delay in receipt of the goods to Izmir, which also was not due
to any fault or Government's part.

(¢) Financial Commitments

This i.:s reference to the audit comments under paragraph 18
of Audit Report (Civil) 1962 in regard to the cancellation of the par-
ticipation in lzmir Fair, 1961 after an agreement had beern entered
inte. with  Turkish Firm by Ahbassador for India in Turkey.

On the suggestion of the Mission in Turkey, the offer of a Tur-
kish firm to arrange our participation in the Izmir Fair, 1961 and to
buy Indian merchandise and goods to the limit of the Fair
quota of § 9 lakhs was accepted. The general arrangements
for participation and  purchase of exhibits by this firm
through the State Trading Corporation were to be on the pattern
of the arrangements with this firm in respect of Government of
India’s participation in the Izmir International Fair, 1960. After
entering into agrement with the Ambassador, the Turkish firm sent
their accredited representatives to India to finalise with the State
Trading Corporation the details for the purchase of goods and des-
patch. As was necessary on the previous occasion in 1960, the firm's
representatives were to select the commodities to the limit of the
Fair quota of $9 lakhs, approve the prices and enter into agreement
with the State Trading Corporation to cover the operative part in
respect of shipment, packing and despatch. This agreement was to
form an integral part of their agreement with the India’s represen-
tative at Turkey. The firm's representatives during their one month
stay in India made provisional selection of goods worth only $1-90
lakhs. Theyv also agreed in writing to certain provisions about pay-
ments stipulated by the Stete Trading Corporation. Before com-
pleting sclection ~© goods fur the balance of the Fair quota, they
returned to Turkey on the understanding that they would pay a
second visit to India to finalise their purchases. However, after
their return to Turkeyv, their principals did not agree to the condi-
tions of the State Trading Corporation on the grounds that their re-
presentatives who had agreed to the conditions, were not well con-
versant with the English language and that they have not under-
stood the impor{ of those conditions. At the same time, they re-
quested that the State Trading Corporation should arrange the
shipment from India of goods covering about 25 different categories
and of value approximately $7-10 lakhs although their representa-
tives had neither selected the goods, approved the prices nor entered
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into anv agreement with the State Trading Corporation in this re-
gard. It was obviously risky and impossible for the S.T.C. to comply

with their request.

Under the circumstances, there was no alternative but to cancel
the participation. It would have been extremely risky for the S!:ate
Trading Corporation to ship the goods against the Fair quota with-
~ut proper safeguards for the recovery of the value of the goods.
Nor was the Government in a position to advise any trading party
in India to send the goods to a firm in Turkey on consignment basis
under such conditions. It may be made clear here that the can-
cellation of the participation was done without any compensation
being paid to the Turkish firm.

(d) Maintenance of the Stock Registens

The information asked for is in respect of two categories of Stock
Registers:

(i) The first is related to the comments made in the Audit Report
1962 that proper stock registers and inventories of exhibits had not
been kept in the Lyvons Fair, 1959, the Brno Fair, 1959 and Tokyo
International Fair, 1959.

The circumstances in which exhibits were received late at the
Lyon and Tokyo International Fairs, 1959 have been explained ear-
lier separatelv. It will be seen therefrom that the delav in receipt
of goods at the Exhibition sites in both these fairs was due to cir-
cumstances beyond our control in view of the very short inter-
val between the receipt of the goods at the site of exhibition and
their being put on display, it was not possible for the respective
Missions then to prepare and maintain properly the stock registers.
The Missions naturally gave priority to the clearance and displav of
the exhibition goods. Stock registers are not. however, the aonlv re-
cords from which the accounting of the exhibits received from the
exhibition could be done by the Exhibition Officer. There are other
records also from which the accounting of exhibits for an exhibition
can be done. Firstly, the copies of invoices of exhibits sent from
India are available with the Ministrv. They are also filed with the
Indian Customs authdrities and the Insurers. Spare copies are alsn
available with the Shipping. Agents in India. Secondly in the
countrv of import exhibition goods are cleared under bond accord-
ing to Fair regulations or special permission. Detailed documents of
imports of exhibits have also to be filed with the Customs authorities.
The Exhibition Officer has to, in order to obtain release of the bond.
prove the re-export of all thg items received for an exhibition or tn
account for and explain why. if any of the goods are not re-exported.
In short he has to satisfy the Customs authorities in all respects
before the bond is released. In addition, copies of the invoices are
also sent to the Exhibition Officer or the Mission-in-Charge of the
exhibition by the shipping agents in India as part of the shipping
docux:nen‘os and directly by the participants also. Thus, there are
sufficient number of independent records of exhibition goods sent or
returned from Exhibitions readily available. From these, stores
accounting can be done, even in those exceptional circumstances
when the Officer-in-charge of an exhibition is unable to maintain
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tl;gdstock registers concurrently with the receipt of the exhibition
goods.

From such records, the disposal of the exhibits received for the

Lygns Fair, 1959 has bheen satisfactorily accounted for and it is as
under: —

Rs.
(a) Value of goods received by the Mission .. 35,871-53
(b) Value of goods returned to India/
handed over locally to the agents of
the parties concerned. .. 20,932- 69
(c) Value of goods rendered unfit/
destroyed .. 34-25
(d) Goods distributed free as per party’s
instructions, .. 409- 70
(e) Samples of non-commercial value
distributed free .. 4.494- 89
35.871:53
Tokyo International Fair, 1959: —
Rs.
(a) Value of goods despatched . 6,314 50
(h) Value of gnods for free distribution
(Embassv has sought the permission
of Government of Japan). . 2,679 04
(c) Value nf gnode with the Mission . 3.A35 47
6.314-50

The Mission has subsequently completed the stock registers and veri-
fied the balances of goods physically.

Brno Trade Fair, 1959: —

In this case also. India’s participation was managed by the Indian
Mission at Prague. without any assistance ‘from India. The con-
cerned officer of the Mission reached Brno only a few days before
the Fair opened. He had immediatelv to set-up the exhibition.
In these circumstances, the stock registers were made up subse-
quently. From the stock registers and other records, the accounting
of exhibits has been completed as under: —

. Rs.
(a) Value of goods despatched . 69,444 31
(b) Sales . 33.049- 30
(c) Value of goods returned to India . 33.3R0- 85
(d) Value of goods returned to Party .. 88967
(e) Free *distribution . 2,144-49

69,444 31
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(ii) The comments in item (iv) of the para 18 Audit Report

(Civil) 1962 is about the second category of stock registers at the
Head-Quarters.

In the Ministry two sets of stock registers are maintained. One
set is intended to show the stocks of exhibits lying at Head-Quarters.
In these stock registers, the purchases of exhibits made by the
Ministry from time to time were being recorded by pasting therein
the original invoices received from the suppliers. It may be stated
that the purchases are made only against requirements of immediate
despatches abroad and not for stocking against future requirements.
This set of stock registers also show the particulars of goods returned
from abroad after any event. Due to the fact that the stock regis-
ters are required to be consulted in several connections, like preli-
minary selection of exhibits, vernfication of bills ete., they are ne-
cessarily handled by several persuns. Certain omissions in attesta-
tion of the entries in the stock registers have occurred for this
reason. But these omissions come to light and are rectified later in
the course of work. It may be stated that since 1959-60, 3 stock
verifications of the exhibits lying at Headquarters had taken place
and there have been shortage of only 4 small items of small value of
Rs. 58:50 and 4 photographs, all of them returned from exhibitions
abroad. This would show that the stock registers reflect the posi-
tion of the stocks at Head-Quarters correctly and that the omissions
in attestation have not impaired the accuracy of the registers.

The form of the stock registers which are already in use was con-
sidered to be inadequate by audit in 1958 and in consultation with
them, revised form of stock registers suitable from all angles, inclu-
ding Audit requirements, was devised. The new forms of stock re-
gisters were received from the Government of India Press only late
in 1961 and they have since been brought into use. There should be
no room in future for omissions of any kind.

The second set of stock registers is only a duplicate set of records
of exhibits with the Missions and Showrooms that according to
rules should be maintained by the actual holders of the exhibits
abroad, namely the Mission or the Showroom Officers. The respon-
sibility for the meintenance of the store records is that of the officer
incharge of the stores. Together with other records in the Ministry
namely the relevant files, invoices and other documents, this dupli-
cate set of registers of the stock with the Missions abroad enables
the Ministry to help and assist the Mission. Omissions in attesta-
tinn of entries in this duplicate record will not vitiate this purpose.

(e) Disposal of Exhibits

The value of goods purchased, including flags, gramophone re-
cords, ete. given as Rs. 18,79,300 relates to a long period of 7 years.
Out of this the value of exhibits now left with the Mission is Rs. 5.29
lakhs. It will be appreciated that this expenditure was incurred
in respect of as many as 65 exhibitions and for over a dozen of Show-
rooms and Trade Centres. These goods were purchased mainly for
docoration of the Indian Pavilions and Showrooms and to provide
and reflect the country’s cultural background, progress, crafts and
for purposes of ancillary publicity. This procedure was also inten-
ded to help in saving foreign exchange expenditure to the extent
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possible, which otherwise might have been required to procure such
decoration materials from those countries where the Exhibitions took
place. The goods procured, therefore, were not consignments of
merchandise intended for sale and also included some engineering
goods worth approximately Rs. 2,96,000 (round). The engineering
goods had to be procured at Government’s cost as the manufacturers
were not in a position to give their goods on a long term basis for the
purpose of continued displays in a series of Showrooms established
in other countries. These engineering exhibitions goods too were
used for visual publicity in special exhibitions arranged in a number
of Showrooms for a period of nearly 4 years by transferring the
goods from one place to another.

After use in the various exhibitions, the goods were retained in
the Missions and Showrooms for further use for as long as possible
and until they lose their display value with a view to getting the
maximum advantage of the expenditure incurred. These goods have
been in constant use or display and have, therefore, been subject
to considerable depreciation by soilage, handling, exposure and de-
terioration. In fact, in the case of consumer goods displaved in in-
ternational fairs, the practice is to assess the disposal value, appro-
ximately 334  per cent per exhibition. The Ministry nevertheless, in
their instructions to the Missions had advised that while disposing
of the old stocks, they should try to dispose of the goods at the best
price possible and at reduction not exceeding 33 4 per cent per year
of use of the goods. It may be added that instructions have also
been issued to our Missions concerned that disposal value assessment
should be done by a Committee of Officers in order to avoid loss
due to wrong judgements bv any single individual.

It will, nevertheless, be appreciated that most of these goods which

are remnants after use in various exhibitions have very little rersi-
dual value.

As already stated the Government has given discretionary powers
to the Missions in the matter of the disposal of goods which belong
to Government. Regarding the disposal of the exhibits belonging
to private parties, the grant of such discretion is not possible. The
goods from the private parties are received on a consignment basis,
that is to say they are not paid for. The Government, therefore, is a
“bailee” in respect of these goods sent by private parties to various
Showrooms and Exhibitions and, therefore, is obliged to obtain their
instructions and act according to them, however, old their exhibits
may be. If it is not possible to comply with their directions, the
Mission or the Showroom has to obtain fresh instructions for dis-
posal from the concerned parties.

Even in regard to the disposal, there are some practical difficul-
ties. For obvious reasons, the goods for display in any Showroom
or Exhibition are imported without pre-payving of duties. When the
goods are not re-exported or destroyed under customs supervision
but are to be sold even at reduced prices, Government will be ob-
liged tho pay duty on the original value of the gonds. If such duties
were paid they would not have any relation to the actual marke’
vaiue o1 the goodas for sale, which are soiled, damaged or deteriora-
ted in the course of normal handling and display. On the other hand,
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it would also be uneconomical to return the goods to India at Gov-
ernment expense. An advantage in disposing of exhibits abroad
even at reduced prices, which may not appear to be a large gain
monetarily, is the trade publicity it gets abroad. When goods are
sold in a foreign country, they meet and stimulate consumer interest
to some extent in that country which after all is the object of all
phases of trade promotion. For these reasons, Missions are to make
efforts to persuade the Government of the country in which the Show-
room or Mission is located to waive the import duty or to charge the
duty proportionately to the actual value of the goods at the time of
disposal. These efforts, however, have not always been successful.

Nevertheless, the Indian Missions concerned have been instruc-
ted to dispose of the old stocks by sale as far as possible in order to
derive the best advantage to the Government. The disposal of the
stock of remnants is reported by the Missions 25 arnd when the dis-
posal is effected. There has been some progress in this regard. The
Missions are further being regularly reminded to expedite the liqui-
dation of old stocks and the Ministry is closely watching the pro-
gress. After giving some more time to our Missions, the idea is to
take action to write off the absolutely undisposable stocks.

Action is in progress for dispasal of exhibits in stock at Delhi,,
which are unserviceable. A Committee of Officers was formed in
November, 1360 for examination of items in stock and attempts were
made for the disposal through the D.G.S. & D. of the items condemned
by the Committee of Officers but that organisation could not do so
as the value of such condemned goods did not amount to the minimum
limit of Rs. 5,000 for each category. Accordingly, further segrega-
tion of items unfit for further display is being done. Alternative
means of disposal to the best advaniage of the Government are also
being explored. It is expected that the disposal of these exhibits
would be completed in the near future.

Further infor:mation required by the Public Accounts Committee at
the sitting on 25.9-1962 in respect of exhibitions abroad

15. “How many Exhibition Sections are there in various Branches
of the Ministry of Commerce & Industry and how much erpendi-
ture has been incurred on these Sections, separately’?

ACTION TAKEN
Particulars of the E£hibition Sections under the Ministry of Com-
merce & Industry together with expenditure incurred in the year
1959-60, 1960-61 and 1961-62 are given below:—

(i) In the Ministry
1969-60 1960-61 1961-62

Exhibition Branch 491,924 491422 520,604
(ii) Urder the Ministry In
(a) State Trading

Corporation. 4,771-27 42,480-01 24,208 11
(b) All India Handicrafts

Board, New

Delhi. 75,594 - 94,468 97,935

Note: —
The above figures do not include the expenditufe on organisation
of exhibitions in India and abroad by the 3 Exhibition Units mentioned

abhove.
{O.M. No. 7(1) B&A /63, dated 28th August, 1963)



APPENDIX XIII
(See para 18 of Report)

Expenditure of Publications on Annual Reports of Public Undertakings

Expenditure incurred during the year

Name of the Public

Undertaking 1959-60 1960-61 1961-62

Ministrv of Scientific  Re-

search and Cultural Affairs
National Research Deve-

lopment Cprporation of

India . . 636.46 1,082.41 1,108.55
Department of  Atomic

Energy
Travancore Minerals Li-

mited, Quilon . 671.00 526.00 | 1,406.00
Indian Rare Earths Limi-

ted, Bombay. . . 788.00 866.00 " 1,801.00
Ministry of Works, Housing

and Rehabilitation  (De-

partment of Works (&

Housing)
Ashoka Hotels. Ltd., New

Delhi . . . 712.40 " 1.689.2¢C ‘ 3,772.30
Hindustan Housing Factory

Ltd., New Delhi . 2.148 .75 " 2,347.51 L 2,345.57
National Buildings Cons-

truction Corporation Ltd..

New Delhi . . . Nil", 316.00 495.40

[The Corporation was
incirporated on 15-11-60 ].

Mimistry of Food and .

Agriculture (D:patment of Food)y

2,766.60

Central warehousing corporation 1,985.66 " 2,333.52

99
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Name of the Public

Expenditure incurred during the year

Undertaking 1959-60 1960-61 1961-62
Ministry of Mines &
Fuel
National Coal Deveop-
ment Corporation Ltd. 8,003.62 7,887.16 7.500.00
(Provisional
figure)
Indian Refineries Ltd. 6,200.26 5,846.23 4,912.30
Indian Oil Co. Ld. 1,491.00 6,242.00 © 8,010.45
National Minera! Develop-
ment Corporation Limi-
ted . . . 3.643.19 4653.00
Neyveh Lignite Corpora-
tion Limited 2,044 .08 1,754.00 2,320.07
Ministry of Irrigation and
Poger
National Projects Cons-
truction Corporation
Limited . . 630.00 480.00 500.02
tion 2,720.05 2,681.70 Not furnishe
Ministry of Commerce and
Industry
Hindustan Cables Ltd. 4,835 4,074 5,467
The National Newsprint
and Paper Mills Ltd. 5,344 8,065 7,929
National Instruments Ltd. . 5:354 6,465 4,686
Hindustan Antibiotics Ltd. " 4,359 5,337 3,867
Hindustan Salts Ltd. 2,174 2,308 Not yet pub-
lished. Quo-
tation accep-
ted for Rs.
- I 725/-
Hindustan Insecticides Ltd. 3,392 2,853 2,541

—— iy o —
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Name of the Public

Expenditure incurred during the year

Undertaking 1959-60 1960-61 1961-62
Nahan Foundry Ltd. 3,463 1,477 2,949
National Small Industries

Corporation Ltd. 2,610 2,710 2,977
National Industrial Deve-

lopment Corporation Ltd. 1,828 2,088 3,204
The Pyrites & Chemicals

Developmem Company

Ld. 210
The State Trading Corpora-

tion of India Lid. 4,949 3,224 4,716
The Export Risks Insurance

Corporation Ltd. . 387 464 430
Rehabilitation  Industries

Corporation Ltd. 735 1,040
Hindustan  Photo Films

Mfg. Company Ltd. 1,367
Hindustan Organic Chemi-

cals Ltd. . 630
Ministry  of Transport &

Commumications (now

Transport)
Air-India, Bombay x 19,687.50 ' 18,375.00 19,372.50
Indian Airlines Corporation

New Delhi , 22,345.00 25,576.79 16,471 .00
Indian Telephone Indus-

tries Ltd., Bangalore © 3,012.95 2,966.69 3.985.20
Ministry of Defence
Hindustan Aircraft Limited 2,800.00 2,100.00 5,100.00
Bharat Electronics Limited. 914.00 3.602.00 8.230.00
Garden Reach Workshops

Limitea 1,694 .00 3,056.00 »559. 00
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Expenditure incurred during the year

— —

Name of the Public

Undertaking 1959-60 1960-61 1961-62
Mazagon Dock Limited (The Accounts 550.00
were cyclostyled)

Ministry of Steel and Heavy

Industries (now Ministry of

Steel, Mines and Heavy

Engineering)
Praga Tools Corporation Ltd,

Secunderabad . 9,488.00 9,702.00 6.058.00
Heavy Electrica's (India)

Ltd., New D:thi . 4.054.58 6,462.64 " 6.,028.49
Fertilizer Corporation of

India Ltd., New Delhi $,899.79 7,760. 23
Hindustan Machine Tools

Ltd., Bangalore . . Not furnished 14.660.67
Heavy Enginesring Corpora-

tion Ltd., Ranchi . 9.524.31 9.677.05 $,000.00

(approx. [IFinal
bill not vyet
received)

Ministry of Finance
Film Finance Corporation

Ltd., Bombay . 420.00 249.50
The State Bank of India ¢ 7.201.20 11,105.50 . 15,258.55§
Reserve Bank of India 1.946.98 2.442.30 ©2,730.00
Industrial Finance Cor-

poration of India, New

Dethi . . $298.04 5,105.62 5.436.08
Life Insurance Corporation

of India . . 12,910.84 " 16.246.95 21.934.43
Ministry of Transport
Delhi Transport Undertaking 3,327.60 2,873.45
Hindustan Shipyard Ltd.,

Visakhapatnam . 4,649.32 7:743.72 7,§11.06
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Ixpenditure incurred during the year

Name o he Pablic —
Un lertaking 1959-60 1960-61 1961-62
The Mogul Lines Ltd.,
Bombay . . 441.00 441.00 1,891.00

The Shipping (,orpnratmn
of India Ltd. . 1,483.65 3.804.72 11,506.24

Ganga Brahmaputra Water
Transport Board . 250.00 400.00 350.0%

Ministry of Steel, Mines and
Heavy Ergincering  (De-
partmenr of Iron & Steel)
Bolani Ores Limited . 137.43 307.65 §61.00

*Hindustan Steel Ltd. . 19.380.76 16,932.63 15,188.14

“(Ihc figures tor the year 1959-60 is final)
(The figures for the vears 1960-61 and 1961-62 are provisions!).



APPENDIX XIV
MINISTRY OF IRRIGATION AND POWER

Action taken or proposed $o be taken on the recommendativns of the
Public Accounts Committee

Recommendation

1. (i) In evidence, the Committee desired to know the reasons for
not accepting in toto their recommendation regarding the introduc-
tion of Administrative Audit system in the Centrally-financed pro-
jects. The Secretary, Ministry of Irrigation and Power, promised
to furnish a note to the Committee, in the light of the comments
received from the various project authorities. This is still awaited.

(ii) It has all along been the concern of the P.AC. that large
funds provided by Central Government for the erecution of River
Valley Projects should be spent not only in accordance with the
terms of the sanction, but also in the most economical and efficient
manner. It was with this end in view that the P.A.C, have repeated-
ly urged for an early introduction of the Administrative Audit
System in the Centrally-financed projects. The Committee. how-
ever, regret to observe that though the system was considered highly
desirable by the Ministry of Irrigation and Power, it had not vet
been introduced in toto in any of the Centrally-financed projects.
The Committee reiterate their views regarding the need for an early
introduction of the system in the Projects, on the lines of the Chief
Technical Examiner’s Organisation in the C.P.W.D., at the Centre.
This recommendation assumes added importance in view of the fol-
lowing observation of the Third Finance Commission after a detail-
ed examination of the financial working of multipurpose river valley
and other irrigation projectss

“We are disappointed to find that in a number of cases the re-
turne are insufficient to meet even the working erpenses
and in the majority of case insufficient to cover the addi-
tional incidence of interest liability.”.

[S- No. 71 of Appendix IV-Eighth Report 1962-63 (Third Lok Sabha)].

ACTION TAKEN

In their first Report of February, 1952, the Public Accounts Com-
mittee suggested the introduction of the system of administrative
audit, particularly in the large spending Departments of the Govern-
ment of India, even though it involved an extra expenditure in the

setting up of the requisite machinery. The proposal of the Commit-
tee is reproduced hereunder: —

“The introduction of the ‘Administrative Audit System’ by
the Ministries should not be delayed merely on the ground
of want of funds. For better organisation and tn secure
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efficiency, it is worthwhile spending a little extra on over-
hauling the present defective system which, if continued
indefinitely, might eventually result in a huge waste of
public funds.”

The above proposal was made with a view to securing econ~my in ex-
penditure, and ensuring better technical and financial cintrol over
the work of the various river valley projects. It -.as intended by
the Committee that some sort of an organisation should be set up in
each project, which should be independent of the Project executive
for carrying out an internal audit of the project transactions. At
that stage there was no specific reference to the Irrigation and Power
Projects. The Committee’s recommendation was accepted by the
late Ministry of Works, Housing and Supply (now Works, Housing
and Rehabilitation), and they decided to introduce the system in
the CP.W.D. For this purpose, a cell was created in that Ministry
with a Chief Technical Examiner assisted by Technical Examiners
and other necessary staff to effect a direct and rigid control and to
ensure an effective, independent and uninterrupted technical audit
of the works in the Central Public Works Deptt. The main functions
of that Organisation are as under: —

(i) Inspection of important works after completion as also
during progress for ensuring (a) quality to specifications

(b) execution to schedule and (¢) no undue deviations
during construction;

(ii) Inspection of works carried out departmentally for ensur-
ing nu excessive use of materials and labour;

(iii) Checking a percentage of concluded contracts for ensuring
reasonable rates and no ambiguity in conditions, descrip-

tion and specifications with particular reference to nego-
tiated contracts;

(iv) Checking a percentage of bills after payment with refer-
ence to measurement books as also check on measurements
and quality of works executed; and

(v) To help the Ministry of Works, Ho‘using and Supply, Audit
and A.G.C.R., on technical points in audit objections, draft
paras. bills, contracts, etc.

2. The desirability of introducing the system in the various multi-
purpose river valley projects was again emphasised by the Public
Accounts Committee in their 7th Report in August, 1963:--

“The Ministry of Irrigation and Power should consider the
desirability of the earlv introduction of the Administra-
tive Audit System in the various multipurpose river val-
ley projects which are at present being executed under
their control.”

3. After consulting the Central Water and Power Commission and
Hirakud Dam Project authorities who expressed themselves strongly
against the introductis* of this system in the multipurpose river
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valley projects, a note was submitted embodying the views of the
Ministry to the Public Accounts Committee in August, 1954. The
view taken by this Ministry was that the system of Administrative
Audit could not be forced on projects like Bhakra Nangal, which
were under the administrative control of the State Government. As
regards the Damodar Valley Corporation and the Hirakud Project
which were under the control of the Ministry, it was considered that
the then existing arrangements were adequate. It was felt that the
works on river valley projects were concentrated within a region of
manageable area and sufficient safeguards and checks regarding
technical and financial control were already existent and that the
introduction of the system was likely to lead to delay. Besides, the
creation of an internal audit organisation would mean unnecessary
extra expenditure. Further, it was felt that there was acute short-
age of engineering personnel more specially of the tvpe required fo
man the technical and administrative audit organisation.

4. The matter was discussed at the meeting of the Public Accounts
Committee held in August, 1954. The Committee did not accept the
argument regarding the impracticability of introducing the system
on river valley projects. It was agreed, that a revised note would
be prepared by the Govt.. after consultation with the Centrally
financed multipurpose project authorities.

5. Accordingly, the comments of the various project authorities
and State Govts. concerned were obtained. An analvsis of the ¢nm-
ments received showed that Madhva Pradesh and Rajasthan were
agreeable to introduce the proposed system and the Nagarjunaccoar
Project were willing to introduce the svstem after the tempo of
work in the Project had increased sufficiently. The acceptance by
the D.V.C. was qualified by the condition that the system would he
adopted provided it was introdured also in Bhakra, Hirakud etc.
Since Bhakra and Hirakud were not in favour of implementing the
proposal, the D.V.C's position was left indeterminate. All the others.
namelv, Kosi (Bihar), Hirakud, Bhakra (Punjab), Rihand (U.P)
Tungabhadra (Board), and Kcvna (Bombay) either expressed them-
celves against the proposal or did not find it necessary to adopt it.

The Ministry also considered, in this connection, the suggestions
made by the Rates and Costs Committee for the establishment of
Cost Control Organisation on the projects. Introduction of cost con-
trol had alreadyv heen recommended by the Estimates Committen of
Parliament. It was found that the functions of the cost control or-
ganisation, as suggested by the Rates and Costs Committee, overlap-
ped to a large extent those nf the administrative audit organisation.

6. In many projects quality control units had been set up and a
cost control unit was also proposed to be organised in the Central
Water and Power Commission in order to coordinate the work in
the projects, watch the trend of cost of development projects, give
directions to the projects where necessary ete. It was felt that the
Cell for each project should consist of a Cost Accountant and quality
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control engineer with ner~-sary staff charged with the duties of cost
accounting, quality contro: and check up of quantities and specifica-
tions. The Cost Section was to function as an independent 1act coi-
lecting agency which would compile data for presentation to execu-
tives in a form most serviceable to them. The Rates and Costs Com-
mittee had recommended that the cost organisation shouid be headed
by a competent Cost Engineer assisted by trained staff and that he
should be able to comment (a) on the operations which were costing
more than the estimates (b) the possible avenues of saving and (c¢)
ultimate cost of the project. This organisation, it was envisaged,
would be independent of the executive organisation but be responsi-
ble to the Ch'~f Engineer of the Project. In the light of this, it was
felt bv th: Ministry that the purpose for which the Administrative
Audit System had been recommended could easily be served by
amplifying the functions of the cost control organisation in the pro-
jects in such a manner as to provide for spot check of quality and
quantity of work and scrutinv of works from the technical point of
view. Thus the duties of the Technical Examiner envisaged under
the administrative audit system and those of the cost engineer would
be combined in one and the same officer.

A note was accordingly prepared by the Ministry in consultation
with the Ministry of Finance in the light of the remarks of the
A.G.CR. and sent to the Public Accounts Committee in September,
1957 vide Appendix XLVII of 7th Report (2nd Lok Sabha).

7. The matter was discusseq in the meeting of the P.A.C. held in
January, 1958. The Committee then recommended rvide para 47 of
7th Report (2nd Lok Sabha) Vol. L

“The Committee are of opinion that it is high time that the
Ministry launched a system of Administrative Audit by
technical persons in various projects financed by the
Centre. They do not think that the States would object
to such a system being introduced in various projects”.

8. As desired by the Public Accounts Committee the Ministry
addressed al! the State Governments on 2nd January, 1959 copy
enclosed telling them that the Government of Inata had accepted
the recommendation of the P.A.C., and that®thev were of the view
that the introduction of the Administrative audit system in the river
valley projects financed by the Centre was very desirable. It was
made clear to them that the Quality Control Units aiready set up at
the Projects vide this Ministry’'s letter No. 29(2) 57-Policy dated
2nd July, 1957, should be entrusted with the work of administrative
audit. In other words, this Unit, besides Quality Control was also
required to perform the functions which in the Central Public Works

Department, were the responsibility of the Chief Technical
Examiner.

9. The main difference between the set-up suggested by this
Ministry to the States and the set-up in the late Ministry of Works.
Housing and Supply (now W.H. & R.) is that while in the Ministry
of Works Housing and Rehabilitation, the Chief Technical Examin-
er's Organisation was entrusted solely with the task of Administra-
tive Audit, in the Irrigation and Power Projects the functions of the
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quality control Organisation were so widened as to include the work
of Administrative Audit. In the Works, Housing and Rehabilitation
Ministry, the Chief Technical Examiner's Organisation is a cell in
the Ministry itself and works independently of the Chief
Engineer, Central Public Works Deptt. In the case of River Valley
Projects, the Quality Control Organisation, which has been entrusted
with the task of Administrative Audit, is directly responsible to the
Chief Engineers in charge of the Projects.

10. The question whether the Organisation in charge of Adminis-
trative Audit in the River Valley Project should be independent of
the Chief Engineer of the Project or should work under his control,
was considered carefully by this Ministry in consultation with the
Cen:ral Water and Power Commission, the Financial Adviser of the
Ministry and Chief Engineer, Hirakud Dam Project. After careful
consideration, it was felt that it would not be advisable to introduce
an Urganisation independent of the Chief Engineer of the Project
as that would make for division of responsibility. The Chief
Engineer would not be prepared to take full responsibility if an in-
dependent Technical Examiner, was posted. The head of the Project
Organisation. apprehending differences of opinion with the Technical
Examiner. might develop a tendency of consulting the Technical
Examiner at every stage for getting clearance. This would ultima-
telv result in delays in the execution of works. A Chief Engineer
of a Project is selected on the basis of his qualifications, technical
knowledge. experience and integrity and it was thought that it would
restrict his initiative and drive if a Technical Examiner were to be
placed in a position to sit in judgment over him. On the other hand,
it was considered to be a more desirable arrangement for the Chiet
Engineer of the Project in over all charge to have the assistance of
an Organisation of the type contemplated above for spot check of
quality and quantity of work and scrutiny of contracts etc. from the
technical point of view. In a big River Valley Project, the Adminis-
trator or the Chief Engineer of the Project has to look after several
aspects of the project Organisation and the main job of execution is
done by the executing wing of the Organisation. The view taken
was that it should be a sucient safeguard if the Quality Control and
Administrative Audit Qrganisation functioned independently of the,
Superintending Engineers and Executive Engineers directly in charge
of the warks. Accordingly, in the instructions issued by this Minis-
try to the State Governments on 2nd January, 1959, it was suggested
that the Quality Control Units working under the Chief Engineer
of the Project. should be entrusted with the task of Administrative
Audit.

11. The reactions of the State Governments to the above sugges-
tion were consolidated in the Ministry and sent to the Lok Sabha
Secretariat on 22nd April, 1961 for their information. While several
State Governments agreed to the suggestion, others explained their
difficulties in adopting the same.

12. These reactions of the State Governments are by no means
final. The idea underlying ‘Administrative Audit’ is slowly catehing
on. Unlike the Ministry of Works, Housing and Rehabilitation, which
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could issue administrative orders for implementation of the 8-
tion, this Minist%has to rely entirely on the cooperation of the State
Governments. e control of this Ministry is limited to watching
the progress of Irrigation and Power projects and of proper utilise~
tion of the funds against the loans sanctioned In spite of this limi
tation efforts to persuade the State Governments to accept the sug-
gestion made by the Ministry in their letter dated January 2, 1959
are being continued.

[O.M. No. 10(1) /63—Policy (Budget), dated 21-9-1863.]
Recommendation

2. The reasons mentioned in the Auditor’s Report for the low mar-
gin of profit (0-9%) during 1960-61, as against the estimated profit of 5
to 549 are a matter of concern. The Committee suggest that the mas-
ter should be carefully examined by the Ministry with a view to tcis=
ing suitable remedial measures. The Committee hope that the Corpure-
tion will succeed in showing better financial results in future as assur-
ed by their representatives.

[S. No. 70 of Appendix IV—Eighth Report of Public As-
counts Committee, 1962-63, (Third Lok Sabha)]

ACTION TAKEN

NATIONAL PROJECTS CONSTRUCTION CORPORATION LTD.
Para 73 of the 8th Report of the P.A.C.

The question of improving the financial working of the Corporatton
is constantly engaging the attention of the Board of Directors as well
as the management. The position is reviewed by the Board of Diree.
tors at their periodical meetings and suitable measures are consider
ed/adopted for securing works in competition, executing them effi-
ciently and economically and bettering the financial position of the
Corporation. In fact, the results of the working of the Corporatiom
during the vear 1961-62 have shown great improvement inasmuch
as the Corporation were able to close the year with a profit of 5%
in relation to the value of work done by them during the year. The
Corporation also declared a dividend of 4% «free of taxes) as against
1¢/, during the year, 1960-61.

2. The following measures have been adopted for improving the
working of the Corporation:

(a) Machinery
Building of Corporation’s, ourn fleet of machinery

This measure was mainly aimed at improving the competitive posh-
tion of the Corparation in tendering for and securing works. Afler
building up their own fleet of machinery, the Corporation have !ate=
ly been able to offer very competitive rates, which has resulted in their
being allotted a number of works. e.g., Darbhanga and Panagarh Air-
fields, Chandan. and Farakka Lock. The larger volume of work re-
sulting therefrom will lower the percentage of administrative over-

i\ieads in relation to value of work and also improve the profits posh
on.
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{b) Central Workshop and Stores

The Corporation have recently set up their own workshop at Agra,
for overhaul and repairs of their machinery, vehicles and other equip-
ment.

With a view to diversifying the activities of the Corporation and to
amproving their work-load, a scheme for fabrication of structural
stecl at the workshop has been approved in principle.

The Central Stores set up at Agra will eliminate the necessity of
holding large and dispersed stocks (especially of spares) at each of
the Corporation’s field units. It will thus reduce the locking up of
$he Corporation’s capital.

(c) Administrative measures:
(i) Creation of own cadre of Engineers.
(ii) Improvement in service conditions.

The Corporation have. of late, been experiencing difficulty in secur-
Ing the services of experienced technical personnel. With a view to
avercoming this difficultv. the Corporation are building up a nucleus
of young Engineering officers on attractive terms.

(d) Organisation

With a view to having more effective control—on works in the
Rastern region, and for buyving machinery, spares, etc., in the com-
petitive market at Calcuita the Corporation have set up a Zonal offices
at Patna and Bilaspur for effective control over maijor works under-
taken or to be taken up by the Corporation in Bihar and Madhya
Pradesh.

In addition to exercising an effective rontrol over the worke. it is
hoped that the Zonal offices will be effective in maintaining lizison
with the project authorities in the respective areas.

3. The financial results of the working of the Corpsration for the
year 1962-63 indicate a net profit of Rs. 22,28,764. The profit in that
year was the highest, the comparative position being as follows:

Yeor . Profit
(Rs. in lakhs)

1957-58 . 329
1958-59 . 374
1959-60 .. 408 .
1960-61 o 2:22
1961-62 ..o 17-09
1962-63 Lo 22°29

The profit in 1962-63 represents about 9, of tha value of work
done which is the highest rate of profit earned so far, the next best rate
prior to this being 5:5%, in 1961-62.



APPENDIX XV

MINISTRY OF LABOUR AND EMPLOYMENT

.Statement showing action taken or proposed to be taken on the re-
.commendations of the Public Accounts Committee.

EIGHTH REPORT (Third Lok Sabha)
'Recommendation

1. While the Committee appreciate the need for opening more
local offices for the convenience of workers, they feel that the per-
centage of administrative exrpenses to total exrpenditure (14.20 for
1860-61) is on the high side, particularly when it is remembered that
about 40 per cent of the total expenditure of the Employees’ State
Insurance Corporation comprises payments to State Governments on
account of Corporation’s share of erpenses on medical care. The
Committee trust that the matter will be kept under constant review
with a view to effecting maximum possible economy in estabiishment
charges, without any detriment to the amenities provided to the em-
ployees.

[S. No. 72 Appendix IV to the 8th Repor: (Third Lok Sabha).}
ACTION TAKEN

The recommendation has been noted. The percentage of admi-

nisirative expenses to the total expenditure for the year 1961-62 is
13:43.

Recommendation

2. The Committee feel concerned at the extent of unspent balances
lying with the Fmployees” State Insurance Corporation (Rs. 20-42
crores on 31at March 1961). While the Committee are glad to be assur-
ed of the Corporation’s anxicty in the matter they ohserve that the
pace of utilisation has. hithertofere, been painfully slow. The Com-
mittee desire that effective steps should be taken to ensure maximum
utilization of the funds for the purposes intended in the Act.

[S. No. 73 Appendix I'V to the 8th Report (Third Lok Sabha) ]

ACTION TAKEN'®

The Employees’ State Insurance Corporation is alive to the neces-
sity of expediting the utilisation of surplus balances with the Cor-
poration by constructing independent hospitals, dispensaries and
wards in the existing State hospitals. This is borne out by the fact
that during the Third Five Year Plan, the Corporation has agreed to
meet the full cost of construction of buildings under the Employees’
State Insurance Scheme to overcome the difficulty of scarcity of

1
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funds with the State Governments to meet their share of the cost of"
eonstruction. The Corporation’s anxiety in this regard is further
eonfirmed by the fact that during 1962-63 and 1963-64, plans and
estimates amounting to Rs. 5:03 crores and Rs. 3'80 crores respec-
tively were sanctioned, thus bringing the tota] amount sanction-
ed upto 31st July, 1963 to Rs. 1286 crores and payments made to
about Rs. 5:30 crores. In order to quicken the pace of construction
of the Employees’ State Insurance buildings, special land acquisition
Officers have been appointed in the States of Madras, Punjab, Bihar,
Andhra Pradesh and Gujarat.

The actual utilisation of the funds however depends upon many
factors—availability of land, preparation of plans and estimates, pro-
curement of raw materials etc. While the Corporation has been
prompt in issuing administrative sanctions of the plans and estimates,
the non-availability of raw materials in time hampers the pace of
eonstruction and retards the utilisation of funds sanctioned for the
purpose. Further the responsibility for construction devolves on
the State Governments, who in turn have to depend on State Cen-
tral Public Works Departments or State Housing Boards, who are
already over-burdened with State Development Projects.

The observations of the Public Accounts Committee are being
wransmitted to the States and further efforts will be made to get the
eonstruction work actively accelerated within the limitations of pre-
sent emergency.

Recommendation

3. The Committee regret to observe that due to non-implementa-
tion of the scheme, as per agreed arrangements, bulk of the erpendi-
ture incurred by the Employees’ State Insurance Corporation on sct-
ting up local offices in the Region has become infructuous. The Com-
mittee trust that the Corporation will benefit from its experience in
the present case, and be more careful while setting up such offices in
future.

[S. No. 74 Appendix IV to the 8th Report (Third Lok Sabha).]

ACTION TAKEN
The recommendation has been noted.

Recommendation

4. While the Committee are glad to be informed that the amount
of outstandings due to the Employees’ State Insurance/Corporation
on account of contributions has considerably come down, they observe
that the amount still remaining to be recovered is quite large. They
desire that further efforts should be made by the Corporation to en-
sure expeditious recovery of this amount. They further desire the
Corporation to examine the feasibility of reviewifig the existing pro-
cedure for recovery, with a view to obviating the accumulation of
such heavy outstandings in future.

[S. No. 75 Appendix IV to the 8th Report (Third Lok Sabha).]
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ACTION TAKEN

The outstanding income as on 31st March, 1961, due for recovery
stood at Rs. 82 lakhs. These arrears have come down to Rs. 42
lakhs as stated by the Director General. Out of this amount, Rs. 24-4
lakhs represented Employers’ Special Contribution only.

Strenuous efforts have continued to be made to bring down the
figures of arrears, which came down to Rs. 38°98 lakhs on 31st March,

1963, out of which Rs. 22'17 lakhs represented Employers’ Special
Contribution.

The existing procedure for recovex;ly which, amongst other things,
provides for legal action against the defaulters is fairly stringent. It
may be pointed out that the accumulation of arrears of employees’
contribution is usually due to the slow process of recovery in
Employees’ Insurance Courts, with whom the cases under sectiom
75 of the Employees’ State Insurance Act are filed. The State Gow
ernments are therefore requested where necessary to set up whole-
time Employees’ Insurance Courts with full-time Judges to expedite
the pending cases. Employers’ Special Contribution arrears are re-
covered through the Collectors as recovery of land revenue dues and
they are requested to expedite the pending cases.

These steps are taken to ensure that the arrears are brought dowm
to the minimum.

[O.M. No. 1(81)/63-HI dated 31-3-83}.
*Items 1—4 not vetted by Audit.

Recommendation

5. The Committee feel concerned to observe that while the ameni-
ties provided to the mica miners are far from adequate, the funds
collected by the levy of the cess with the avowed object of financing
schemes for their welfare remain largely unutilised. The fact that
during the last sixteen years, the Mica Mines Labour Welfare Orge-
nisation has been in existence, only a few houses should have been
constructed indicates that the Organisation hds not attended to the
problem with the zeal expected of a welfare organisation. The Com-
mittee would in this connection invite attention to para 17 of their
Twentieth Report (Second Lok Sabha) on the working of the Coal
Mines Labour Welfare Fund wherein they observed: “If earmarked
funds are not being properly utilised for the purpose underlying the
levy over a period of years, the Committee feel that the continuance
of the levy will be looked upon as an unnecessary burden by the tax»-
payer”. The Committee trust that the Ministry and the Organisation
will address themselves to the matter with g view to ensuring the
Egtximum utilisation of the funds for the purposes intended in the

[S. No. 76, Appendix IV to 8th Report (Third Lok Sabha).]

ACTION TAKEN
The receipts into and expenditure from the Mica Mines Labour
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Welfare Fund from its inception are as follows:—

i o e

Accumulated
Yeat Income Expenditure balance at the-
(Rs. in lakhs) (Rs.inlakhs) end of the vear
(in lakhs)

Opening Balance .
on 15-8-1947 . . 11.88 o 11.88

1947-48 (Post Independence) 9.50 .0§ 21.33
1948-49 . . 11.7% 1.16 31.96
1949-50 . . 19.26 1.96 49.26
1950-51 . . 35.39 1.87 8§2.78
1951-52 . . 27.85 3.16 107.47
1952-53 . . 22.70 5.93 124.24
1953-54 . . 17.89 6.73 135.40
1954-55 . . 13.15 9.94 138.62
1955-56 . . 19.39 10.03 147.98
1956-57 . . 32.6% 13.02 167.62
1957-48 . . 21.55 10.25% 175 92
1658-59 . . 26.35 13.72 191.55
1959-60 : : 30.96 17.46 205.058
1960-61 . . 27.3% 24 .49 207.41
1961-62 . . 24.63 27.42 204.62
1962-63 : . 19.48 27.25 197.35
1963-64 . . 25.00 (Esti-  31.13 Bulget 191.22
mate d) Lstmates) (Pro

3 onal

In welfare activities of this kind the tempo of expenditure at the
initial stages is generally slow whereas income, based on a fixed per-
centage of mica exports, is not so variable a factor, resulting in accu-
maulation of balances. With a view to utilising the accumulations, the
three Chairmen of the Advisory Committees drew up plans costing
about Rs. 155 lakhs non-recurring and Rs. 125 lakhs recurring to be
spent during 1lst April, 1961 to 31st March, 1966 for expansion of
medical, educational, housing 'and other welfare activities. The un-
utilised balance in the Fund on 1st April, 1961 being Rs. 207 lakhs
and with an average annual income of 25 lakhs, the available resour-
ces upto 31st March, 1966 will be Rs. 332 lakhs approximately. With
the proposed expenditure of Rs. 280 lakhs envisaged in the plans,
the accumulated balances are expected to come down to Rs. 52 lakhs
only. These also may be used up shortly after 1966 as the trend of
expenditure now is that it exceeds the annual income. A mid-term
appraisal of the plans prepared in 1960 is being undertaken. The
three Chairmen have been asked to examine in consultation with
their Advisory Committees, what had been done so far in the matter
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of utilisation of accumulated balances and what they proposed to do
in the remaining two years. They have also been asked to prepare
tentative proposals for the next Plan. These details are expected to
be placed before the Co-ordinating Committee of the Fund at its next
meeting to be held sometime in January, 1964.

2. Regarding Housing facilities the following schemes were origi-
nally sanctioned: —

Subsidy Scheme.—A scheme was sanctioned in June 1853 for
Bihar which envisaged that mine owners who constructed houses ae-
cording to the plans and specifications prescribed by the Mica Mines
Labour Welfare Fund were eligible to a subsidy equal to 20 per cent
of the cost of construction of each house subject to a maximum of
Rs. 280 per house. An enhanced subsidy equal to 25 per cent of the
cost of construction subject to a ceiling of Rs. 350 per house was also
announced in respect of houses, applications for which were to be
received by 15th October, 1953 and the construction of which was
completed by 15th October, 1953. No houses were built under this
scheme.

Subsidy-cum-loan scheme—As the response to the above scheme
was not encouraging, sanction was accorded in 1955 to the introdue-
tion of a subsidy-cum-loan Scheme for mica mines throughout India.
It provided for the construction both of one-roomed and two-roomed
houses by mine owners according to the prescribed plans. A subsidy
equal to 25 per cent subject to a ceiling of Rs. 560 for one-roomed
house, and Rs. 735 for two-roomed house and a loan equal to 37§
per cent of the cost of construction, subject to a maximum of Rs. 840
for one-roomed houses and Rs. 1102.50 nP. for two-roomed houses
were offered. Unfortunately. ne houses were constructed under this
scheme also by the employers.

New subsidised housing scheme: —Since there was no response to
the subsidy-cum-loan Scheme also a new Subsidised Housing Scheme
was intrnduced in 1960, providing that the mica owners who cons-
tructed houses in accordance with the plan® and specifications ap-
proved by the Fund, were to be given a subsidy equal to 50 per cent
of the cost of construction or Rs. 2,240 whichever was lower. The
response from employers was again poor.

3. In order to have an appreciation of the problem, a sample
survey on housing conditions in mica.fields of Bihar was conducted
in 1860. The report of the survey team submitted in August 1960
showeq some special features about mica mining. Mica Mines are
situated in dense forests. The mining labour generally comes from.
adJoxmqg villages to work and is of a migratory nature. their main
occupation being agriculture. They work as miners only to supple-
ment their income in off season. A large percentage of the mines
employ a small nimber of persons, generally less than 50. Majority
of the workers prefer to receive Rs. 4 pm. as allowance in lieu of
&‘%‘commodatxon. Besides above considerations, hesitancy on the part
Obmxne owners to construct houses for miners is due to unceriain
about the life of a mica mine. Mining of mica is a business of lu
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in so far as one may strike a mica pocket but it is not definite that
it may turn out to be a business prospect. Even in a working mine,
mica reef may come to a sudden end, as unlike coal and other mincs,
estimates of mica-deposits cannot be made. These factors make
planning of housing programme for mica miners a difficult proposi-
tion. The survey team suggested that houses should be constructed
on sites in proximity to a number of mines located within a short
radius, so that on abandonment of ore mine, the houses could be
utilised by other mines.

4. Based on the experience gained in previous schemes and the
survey report, the initiative in the matter given previously te mine
gwners was shifted to the department and the following schemes have
been introduced:

(i) Departmental Colonies.—In October 1960, construction by
the Fund itself of two departmental colonies of 50 houses
each at Jorasimar and Dhorakola in Bihar costing Rs. 2.46
lakhs was sanctioned. These houses will be let out to
miners free through mine owners who will pay nominal
rent. The construction of the colony at Jorasimar is
nearing completion. For the colony at Dhorakola land is
being acquired. Five more such colonies, four of 24 houses
each and one of 48 houses at Dharbey, Bendro, Pessam
Sankh and Domchanch also in Bihar are also expected to
be taken up in the near future. Their estimates are under
scrutiny.

(i) Low Cost Houses.—Construction of 500 Low Cost Houses
in Bihar at the cost of Fund, has been sanctioned in July
1962 at an estimated cost of Rs. 6:56 lakhs. The houses will
be handed over to mine-owners at nominal rent with res-
ponsibility for their maintenance. Mica miners will get
them free of rent. The scheme contemplated that land
for the purpose will be provided by the mica mine owners
near the work-site. In this connection it was brought to
notice that while the mica mine owners had all rights over
the mines, they did not have surface rights over the land
and that the surface rights vested with the Government of
Bihar. In the circumstances, it would not have been pos-
sible for the mine owners to provide the land for the pur-
pose unless the surface rights were acquired by them from
the Government of Bihar. To overcome this difficulty,
the Government of Bihar were addressed in December,
1961 to assist the mica mine owners concerned by agree-
ing to transfer to them the surface rights of the land re-
quired for the construction of houses for the mica miners.
The Government of Bihar have now informed that they
are agreeable to give to the mica owners surface lease of
land required for construction of low cost houses for the
workers employed in mica mining industry. It is hoped
the scheme will make rapid progress now that the main
hurdle regarding land has been removed.



117

(iti) ‘Build Your Own House’ Scheme.—This scheme for cons-
truction of 500 houses in Bihar at an estimated cost of
Rs. 1.87 lakhs has been sanctioned in August 1963. The
scheme envisages a grant of Rs. 325 approximately to each
mica miner covered under the scheme in cash or in the
form of building material to enable him to build/improve
his village house. Steps are also being taken to extend
similar schemes to the other two mica producing regions
viz. Rajasthan and Andhra Pradesh.

5. Government have thus, been fully aware of the need for hous-
ing for mica miners and have tried to do their utmost. With the
schemes in hand, the housing situation for mica miners is expected
to improve to a large extent.

6. With a view to co-ordinate the activities of the Fund in the
three regions, to scrutinise and assess the progress of the schemes put
into effect and to advise how these could be developed a Co-ordinat-
ing Committee has also been set up this year under the Chairman-
ship of Deputy Labour Minister, with the three Chairmen, officers
from the Ministry and a representative of the Ministry of Finance
(H.L.L. Division) as members. The first and the second meetings
of the Committee were held on the 4th May, 1963 and 11th Novem-
ber, 1963. The Committee is expected to meet again in January 1964
‘The intention is that the Committee should meet three or four times
a year preferably in the mica mining areas to enable the members
to see things on the spot.

[O.M. No. 23(6)63-MIII, dated 24-12-1963}
Recommendation

6. The Committee regret the delay in finalising departmental pro-
ceedings in this case. They hardly consider it necessary to point out
that such delays are not in the financial interests of the State as they
involve in some cases payment of avoidable subsistence allowance to
delinquent officials. The Committee trust that care will, henceforth,
be taken by the Ministry of Labour and Employment to ensure expe-
ditious disposal of disciplinary proceedings. *

[S. No. 77 (ii), Appendix IV, 8th Report (Third Lok Sabha).]

ACTION TAREN
A brief history of the case is enumerated below chronologically: —

2nd January, 1960: Shri N. B. Sikdar was placed under suspen-

sion on an alleged charge of mis-appropriation of fund’s
money.

Tth January 1960: The Deputv Commissioner, Dhanbad, was
informed about this and was requested to keep Shri
Sikdar under Police surveillance.

8th Januaru, 1960: The Deputv Commissioner was requested to
institute a case against Shri Sikdar and to investigate the
matter thoroughly. Shri Sikdar was immediately taken
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in Police custody and a case was instituted against him in
the Court of the S.D.0O. Bagmara,

The original bills recorded in the office of the Accountant
General, Bihar was inspected, and on 7th March, 1960
departmental charges were framed against Shri Sikdar
and a charge sheet was served on him through S.D.O.
Bagmara as he was in Police custody. Shri Sikdar there-
upon asked for original bills to be produced before him

for his inspection.

23rd March, 1950: The S.D.O. Bagmara was requested to obtain
relevant vouchers from the Accountant General, Bihar,
by an order of the court for purposes of departmental
enquiry. In the meantime Shri Sikdar was released on

bail.

17th June, 1960: After several reminders the S.D.O. Bagmora
replied that vouchers or their photostat copies can be
given by Accountant General on the order of the Inspec-
tor General of Police for Police investigation or to his

Court.

27th June, 1960: The S.D.O. Bagmara was requested to make
the relevant vouchers available in his Court where the
departmenta! enquiry could be held either in his presence
or in the presence of any officer duly authorised by him.
The need for concluding departmental enquiry before
the conclusion of criminal proceedings was impressed on
the S.D.O. No reply was received from S.D.O. Bagmara
in spite of four reminders

1st April, 1961: The Deputy Commissioner, Dhanbad was
requested to look into the matter.

11th April, 1961: The Deputy Commissioner, Dhanbad replied
that since the case was sub judice in the court of S.D.O.
Bagmara, he would not be justified in doing anything
connected with the departmental enquiry. Thus the de-
partmental enquiry could not be proceeded with. Shri
Sikdar was residing in his quarter at Regional Hospital,
Katras. A similar report was made to the Deputy Com-
missioner, Chhindwara for defalcations alleged to have
been made by him in the course of his discharge of duties
in the office of the Inspector Labour Welfare Junnerdeo,
and the Police there was also investigating into the
matter. In a letter dated 22nd February, 1961, purported
to have been sent from Sijua, Shri Sikdar stated that in
connection with a case started in the Court of the Magis-
trate, Chhindwara, he was lcaving for that place. Imme-
diately he was asked to explain why he was leaving
station without obtaining prior permission of the Coal
Mines Welfare Commissioner. The letter sent to Shri
Sikdar in the address given by him was returned un-
delivered and his residence at Regional Hospital, Katras
was also found locked. The Superintendent of Police,
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Dhanbad was informed accordingly on 7th April, 1961
and asked to look into it. Enquiry made by the Depart-
ment from other sources revealed that Shri Sikdar did
not actually attend Chhindwara Court.

22nd May, 1961: The Superintendent of Police, Dhanbad was
again asked to pursue the matter; he replied that the
bailor of Shri Sikdar on being asked to produce the
bailee, reported that he was arrested by the Junnerdeo
Police in connection with another case and that the
S.D.0. Bagmara had sent a production warrant to the
S.D.O. Junnerdeo for production of the accused. An
enquiry was at the same time made departmentally
from the Decputy Commissioner, Madhya Pradesh and
it was learnt that Shri Sikdar had not actually been ar-
rested by Junnerdeo Police.

19th June, 1961: The Superintendent of Police, Dhanbad was
informed about the whole position. At the same time,
a charge of unauthorised absence from Headquarrers
during the period of suspension was framed against Shri
Sikdar on 19-6-1961 and action on this charge was taken

as per rule 18(ii) of the Classification Control and Ap-
peal Rules.

31st August, 1961  Shri Sikdar was dismissed from the service.
Thus departmental proceedings against Shri Sikdar for
alleged defalcation of monev could not be completed
before he had absconded. Shri Sikdar was dismissed
from service on 31st August, 1981 not in respect of defal-
cation of money, which case was sub judice in the court
of S.D.0O. Bagmara, but for unauthorised absence irom
headquarters during the period of suspension.

[O.M. No. 4/1/63'MIII, dated 21-6-19637



APPENDIX XVI ‘

(GOVERNMENT OF INDIA
MINISTRY OF STEEL, MINES AND HEAVY ENGINEERING
(DEPARTMENT OF IRON AND STEEL)

Statement showing action taken or proposed to be taken on the re-
commendations of the Public Accounts Committee.

THIRD REPORT (Third Lok Sabha)
Recommendation

1. The Ministry have stated that the excess of Rs. 1,80,96,922 in
Grant No. 82 was due to the flow of receipts under Group Head
‘B-4’ having been stepped up contrary to their expectations. Even
allowing for the factors mentioned by the Ministry, the large excess
of Rs. 1.81 crores indicates that there has been a failure to make a
reasonable assessment in time of amounts likely to be realised from
the Steel Producing Companies. The Committee trust that the Min-
tstry will endeavour to improve the procedure in this respect.

[S. No. 8, Appendix XV, 3rd Report 3rd L.S)]}

ACTION TAKEN

Noted. Efforts are made and will continue to be made to bring
about an improvement in budgeting as far as possible,

[O.M. No. SC(C)-3(5)/63 dated 24-9-63.]

(DEPARTMENT OF MINES AND METALS)

SEVENTH REPORT (Third Lok Sabha)
‘Recommendation

2. In the light of the facts disclosed the Committee find it difficult
to accept the above explanation of the Ministry of Mines & Fuel.
They feel that, as soon as the Corporation had learnt about the delay
in the compvletion of the Railway line, it should have advised the
India Supply Mission, Washington to approach the suppliers for
postponement of the shipment of the two draglines. The Committee
regret that this failure of the Corporation had resulted in avoidahle
payment of interest charges amounting to Rs. 60,880 to the Export
Import Bank, in addition to storage charges payable to,the Railways.

[S. No. 21 Appendix III to Seventh Report—1962-63]
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ACTION TAKEN

The observations of the Public Accounts Committee have been
noted by the National Coal Development Corporation and due care
will be taken in future to avoid similar eventualities.

[No. C3-10(3) /63 dated 28-8-63.]

Recommendation

3. The Committee are not happy over the manner in which the
Corporation had handled this case. They observe that the decision of
the Corporation to stop all outside despatches from the Bokaro Col-
liery resulted in not only a shortfall in the output of the Colliery to
the extent of about half a lakh tons but also an infructuous expendi-
ture of Rs. 45,000 on account of lay-off compensation paid to labour
for forced idleness. The Committee understand from Audit that the
local technical quthorities had forewarned that it would not be possi-
ble for the Kargali Washery to take the entire output of the Bokaro
Colliery. If so, the Committee consider the above decision of the Cor-
poration as highly ill conceived. The Committee grant that adequate
quantities of Bokaro Coal should have been supplied to the Kargali
Washery for enabling the foreign contractor to give the stipulated
throughput of washed coal.

This, the Committee feel, should have heen done, not by stennping
outside despatches. but by according the Washery overriding priority
in the matter of coal supply from Bokaro. Even if initial error had
been committed in anticipating that the washery will be able to utilise
the entire output of coal the Corporation should have rescinded its
decision as soon as large stocks started accumulating at the pitheads,
and resumed outside despatches instead of curtailing production.

[S. No. 22, Appendix III of Seventh Report, (3rd LS)]

ACTION TAKEN
This has been noted by National Coal Development Corporation
Ltd. for future guidance.
[No. C2-10(20) /63 dated 29-8-1963.]

Recommendation

4. The Committee trust that determined efforts will be made by
the Washery authorities to attain the rated capacity at the earliest
possible date.

[S. No. 23, Appendix ]JII to Seventh Report, (3rd L.S.)]

ACTION TAKEN

Throughput of the washery, in terms of clean coal, has since
been increased from about 90,000 tonnes to over 1 lakh tonnes per
month and the washery has, by and large, maintained an  average
production of bver 1 lakh tonnes of clean coal per month from Dec-
ember, 1962. In fact, except for occasional short-falls for various
unavoidable reasons, the washery is now maintaining an average
daily production of over 4,000 tonnes of clean coal, based on which,
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where working days in the month are 25 or more, production has
since stabilised at not less than 1 lakh tonnes of clean coal per month.
It is also hoped that with the improvement and modifications that
‘have since been made it will be possible to further increase produc-
tion of clean coal at this Washery, as a result of which the through-
‘put will go up still further, provided external factors, such as late and
short supply of box wagons, electricity breakdown (Bihar State Elec-
tricity Board) and breakdowns in the middlings off-take by the
Damodar Valley Corporation do not intervene.

2. The meintenance arrangements within the washery itself are
now considered adequate, as a result of which breakdowns within
the washery are now rare and it has been possible to maintain 14
hours of working in two-shift operation, the third shift being reserv-
ed for maintenance. It can, therefore, be stated that as a result of
help of the German Engineer and the Administrative changes within
the Washery, defects within the plant have been rectified to the
extent that production of over one lakh tonnes per month is now
assured, with the likelihood that the throughput will go up further.

3. The only cause for anxiety in regard to the working of the
washery at present is the operation of the bicable ropeway convey-
ing coal from the Bokaro mine to the Kargali Washery. The track
ropes of this ropewwny have developed serious defects and have to be
replaced. A new set of ropes has been ordered, which is expected in
the country shortly. Replacement of the track ropes will thereafter
take a few weeks before the ropeway can be recommissioned for its
full capacity. Meanwhile, alternative methods of transporting coal
from the mine to the washery have heen arranged, on the basis of
which it is hoped that production will be maintained at @ rate of 1
lakh tonnes per month, if not more. The Corporation in fact have
since taken a decision ultimately t{o dismantle the bicable ropeway so
that a substantial quantity of coal presently locked up by the rope-
way, can be extracted as this will improve the working conditions of
both Bokaro and Kargali collieries. The actual dismantling of the
ropeway, however. will be undertaken only after permanent alter-
native means of transport are finally commissioned.

[
The rated capacity of the Kargali Washery iz 137,000 tonnes  of
washed coal per month. As against this the output of washed coal
since December, 1962 has been as follows:

Month Output in tonnes.
December . . . . ) . 1,00.083
January . . . e . . 97.261
February . . . . . . 99,0711
March . . . . . . . 1,03.030
April . . . . . . . 1,00.302
May . . . . . . . 1,06,875
June . . . . . . . 1,07,854
July . . . . . . . 1,08,841
August . . . . . . 1,08,714
September 1,00,111

[C-3-12 (7) /63 dated 22.10.63].
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DEPARTMENT OF IRON & STEEL

"Recommendation

5. (i) On the basis of the facts mentioned, it is apparent that the
order for procurement of 18 capocitors at a cost of Rs. 86,000 was
placed without properly assessing the requirement.

(i) The Committee desire that the disposal of surplus capacitors
should be expedited.
[Serial No. 24, Appendix III to the 7th Report (3rd LS)].

ACTION TAKEN

All the capacitors have since been disposed of at a total cost of
Rs. 106,387.26 nP. the details of which are as follows:

Date of disposal Description Cost Sales Tax Total
Rs. Rs. Rs.
27 -1 )h2 123 KWA Capacitors 62,130 27 621 30 62,751.57
146 4 1953 50 KWA Capacitors 43,635 69 872 72 44,508 .41

Total Sale rroceeds @ 167,259.68

Recommendation

6. The Crmumittee are not satisfied with the exrplanation of the
Hindustan Steel. Theu feel that, while 20,000 tons of ore might have
‘been considered as adequate stocl in the normal conrse, larger reser-
res should hare been built up from the departmentally-owned Rajhara
Mines, as a precaution against the impending moonsoon. The failure
nf the project authorities to do this as also their inability to utilise the
eristing stock had entailed an additional erpenditure of Rs. 11.85
lakhs to the Company. One of the reasons mentioned in evidence for
not us'ng the existing stocks was that the ore crane was not in work-
g order. If so, the Committee feel that all-out efforts should have
been made to set the crane right at the earliest possihle date; on
fading this, other suitable arrangement should® have been made for
built-up stocls being readily usable. Moreover, since the additional
stock obtained through State Trading Corporation was at much high-
er cost, it would have been advisable to place the orders in instal-
ments of zay 10 days supply at a time, instead of bulk supply of 40
days. (The breach lasted for a period of fortnight). The Committee
trust that the project authorities will ‘benefit from their experience in
the present case, and in the interests of both economy and uninterrup-
ted tempo of production, make adequate provision against the rainy
reason in future,

[Serial No. 25, Appendix III to the 7th Report (3rd LS)].

J ACTION TAKEN
The remarks of Public Accounts Committee have been noted.
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12TH REPORT (Third Lok Sabha)

Recommendation

6A. In a statement furniched by the Ministry of Steel & Heavy
Industries (Department of Iron and Steel) the observations of the
OAC (1960-61) made in para 142 of their 34th Report (Second Lok
Sabha) are stated to have been noted. From this, the Committee
presume that their observations have been accepted by the Ministry.
If so, the Committee feel that the Ministry should have examined
whether the persons responsible for finalising this deal at a higher
cost of Rs. 2:25 lakhs acted in the best interest of Government. They
regret that no indication of this has been given by the Ministry. The
Committee urge that the case should be reviewed according and the
outcome thereof intimate to them.

[Appendix-I-Sl. No. 8, para 8, 12th Report (3rd LS)]

ACTION TAKEN BY THE MINISTRY

The case has been reviewed. There is nothing new lo add to what
has already been stated. Al] this happened in 1956; and the officials
of this Organisation responsible for finalising the deal, have since
either, retired or left this organisation. In view of this and with the
details available at this distance of time, it is hardly possible to com-
ment whether they acted in the best interest of the Government or
not.

Recommendation

7. (i) In the light of the fact that of the 50 tons of the material
ordered telegraphically in June, 1958, not even 1 ton could be used by
the Project authorities upto the 25th July, 1959, the Committee can
hardly accept the plea of urgency advanced by the Hindustan Steel
for placing the repeat order, without awaiting the laboratory test of
the material offered at lower rates.

(ii) It has been stuted in extenuation in the Ministry’s note that
by the time the second purchase order was issued in June, 1958, the
actual consumption of the cement in the first blast furnace could not
be ascertained as the work was still in progress. It has also been ex-
plained that acrording to the commissioning schedule then in vogue,
construction work in the second and third blast furnaces was also to
go on simultaneously, and it was necessary to plan and procure the
materials in advance. The Committee cannot but reject this plea.
They feel that the second order could well have been placed after a
proper assessment of the quantities required on the basis of the pro-
gress made in the comstruction of the first blast furnace and not on
the ad hoc quantity of 25 tons obtained for the first blast furnace.
The Committee trust that the Hindustan Steel will benefit from their
experience in this case, and be more careful whilé placing orders for
such materials in future.

[S. No. 9, Appendix I to the 12th Report, (3rd LS)).
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ACTION TAKEN

The observations have been noted by the Hindustan Steel Limited
for future guidance.

DEPARTMENT OF HEAVY ENGINEERING

Recommendation:

8. In the face of this opinion of the Ministry of Law, it passes the
comprehension of the Committee as to how the subsidiary agreement
contemplating additional payment was approved and accepted by the
Company and the Government on 15th January, 1959. It is also in-
explicable how the letter dated the 5th April, 1956 came to be issued
from the late Production Ministry to M/s. A.El. In the absence of
any evidence to prove the abrogation of the Consultants’ letter dated
the 19th June. 1955, the Committee feel that the matter needs further
investigation. [t is significant in this connection that the Consultants
had claimed that the subsidiary agreement which was finalised on
15th January, 1959 with the approval of and acceptance of the Com-
pany and the Government had superseded the terms of their letter
dated the 19th June. 19556. The Committee understand that the rele-
vant file of the Ministru leading to the conclusion of the main agree-
ment in November, 1955 with the technical consultants is missing for
a long time. The matter, therefore, ralls for a thorough investigation.

ISl. No. 24 (para 37). Appendix I to 42nd Report (2nd
L.S) and S. No. 15. Appendix IT. 12th Report. (3rd LS)].

ACTION TAKEN

This Ministrv would adhere to the earlier statement made by the
then Secretarv, Ministrv of Commerce and Industrv, wher he
apveared as a witness for the P.A.C., that the letter dated 19th June,
1955, pertained to the earlier stage of negotiations with the Consul-
tants whereas the agreement which was concluded in November,
1955 provided inter alia that if the Consultants entered into some
arrangements with other specialists in the field® Government’s appro-
val would be obtained thereto, that the additionel payments conse-
guent on the arrangement referred to, though not specifically pro-
vided for in the agreement. could not be ruled out and that it appear-
ed that the stand taken bv the Consultants in their letter dated the

19th June, 1955 was changed at the time of the final signing of the
agreement.

(In compliance with the requirement of the Director of Com-
mercial Audit, a copy of their letter No. Rep. 1/7(4) 62-
63, dated the 15th June 1963 addressed to the Deputy
Secretarv (Public Accounts Committee), Lok Sabha
Secretariat is annexed).

A\l

259 (Aii) LS—.



ANNEXURE
(See item 8)
No. Rep. I/7(4)/62-63
OFFICE OF THE DIRECTOR OF COMMERCIAL AUDIT
New Delhi-1, 15th June, 1963

From
The Director of Commercial Audit.

To

The Deputy Secretary,
(Public Accounts Committee),
Lok Sabha Secretariat,
New Delhi.
SusJsect: —P.A.C.—Consideration of Appropriation Accounts (Civil)
1959-60 and Audit Report (Civil) 1960-—Part I-—Heavy
Electricals (India) Limited.

Sir, o)

1 invite a reference to your letter No. 2/1/3/61-PAC, dated the
14th September, 1962 to the Ministry of Steel & Heavy Industries
(Department of Heavy Industries) New Delhi wherein the Ministry
was requested to show the relevant files relating to Technical Con-
sultants Agreement to this office.

These files have since been examined in this office with a view to
ascertain the reasons why the Government agreed to make pavments
to the Subsidiary Consultants when no such provision existed in the
agreements. It has been observed that except for a letter dated 19-6-
1955 (copy enclosed) in the Ministry’s file No. P. 32/2/55 Vol. T no
other paper throws any light on the point. This letter. however,
clearly states that there would not be any  additional lump sum
charge on account of the collaboration with the subsidiary consul-
tants. .

As the Ministrv has not shown any papers indicating that pay-
ment to the subsidiarv consultants was to be made separately nor
has the main file. leading to the invitation of global tenders, negotia-
tions and the conclusion of the agreement with the consultants, been
shown to us. it has not been possible to examine the necessity of
making payments to the sybsidiary consultants. In this connection
attention is also invited to the recommendation of the Public
Accounts Committee contained in para 37 of their 42nd Report.

Yours faithfully,
, Sd/- P. K. SEN.
Director of Commercial Audit.

126



APPENDIX XVII

DEPARTMENT OF SUPPLY

Statement showing action taken or proposed to be taken on the
Recommendations of the Public Accounts Committee.

EIGHTH REPORT (Third Lok Sabha)

Recommendation

1. The Committee feel that the fact that 2,500 cases of contracts of
supplies were still in arrears, did not speak well of the working of
the Supplies Department. Obviously such delays affect adversely
the programmes of the indentors, and the advantages of rentralised
purchases would be set at naught, if supplies are delayed so much.
The Committee, therefore, desire that suitable steps should be taken
by the Ministry to improve the position.

[S. No. 112 of Appendix IV (Para 115) of 8th Report (3rd LS)].

ACTION TAKEN
The number of Acceptances of Tender against which supplies have
not yet been completed for the vears 1956-60 as on 1-4-1963 is as
follows: — [ 4
Yecar Outstan.ling at the Completd Balance
time of sterting the
review of old A/T-.

Upto 1956 226 150 -6
1957 247 179 65

1958 475 2009 266

195¢ 787 352 434

1967 1911 1233 878

3646 1924 1732

These outstandings, compared with the 45,000 numbers of con-
tracts completed Jduring the above period, represent approximately
3:6°¢ of the total contracts due for delivery during this period. It
may be mentioned that the outstandings do not mean that no sup-
plies have been made but on the contrary, it is likely that in most of
these cases mwjor part of the supplies have been made and only
part supplies may be held up. Thus the percentage of outstanding
contracts in terms of value of outstanding supplies compared to the
value of supplies made will further be reduced and may even not be
of uny great significance.

Execution of all contracts within the delivery period will, no
doubt, be an idealsposition, but this efficiency cannot be achieved due
lo several factors over which the contracting firms have sometimes

29
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no control. The broad reasons for delay in respect of the outstand-
ing cases are given below:-—

(i) Limited Capacity:

About 50 old outstanding contracts are for wheels, tyres and
axles for which the capacity is limited. Supplies are
made according to a production schedule. In drawing
up the schedule later on more urgent demands have to
be given priority with the result that older orders re-
main outstanding.

(ii) Non-availability of special sizes of sections required for
fabrication:

In spite of Quota Certificates for controlled categories of steel,
there is considerable delay in the fabricators getting
physical deliveries of steel. While the firms were able
to procure the requirements of common sizes and sec-
tions with some delav, difficulty arose in case of small
requirements or for non-standard sizes which producers
would not undertake immediately till sufficient de-
mand had accumulated to make it an economical roll-
ing. Even firms of repute and good standing have been
finding it difficult to get certain sizes of steel plates for
execution of an old pending contract for Turntable.
Some contracts are held up for this reason.

(iii) In some cases part of the stores were found damaged in
transit end had to be replaced by the suppliers. This re-
sulted in the contracts not getting completed. Damaged
parts had to be manufactured afresh and supplied in
some cases.

(iv) Delay on account of supply not conforming to approved
samples resulting in rejection and re-tendering of stores
for inspection:

With the large increase in Government purchases of stores
there has not heen corresponding increase in capacity
to manufacture. Quite 2 number of firms have come up
who are not fully equipped but are able to secure con-
tracts by quoting competitive prices. Such firms have
no previous experience and fail to put up acceptable
stores within deliverv period. Extensions have to he
granted to enable them to produce acceptable stores.

All outstanding old contracts are reviewed by the Purchase
Directorates with a view to treat them as closed where outstanding
supplies are less than 5 in accordance with the existing instruec-
tions. In the other cases the contrac‘s have to be examined with a
view to cancellation, if necessary. The Statistical Wing in the D.G.
S. & D. will also be supplying list of contracts where delivery periods
have expired, so that the Purchase Directorates should pursue the
case further. The position is constantly under review.

[File No. 45(3) ‘63-PI].
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Recommendation

9. The Committee are not happy at the manner of reference, pro-
cessing and the final outcome of the arbitration cases as pmnt'ed out
in the Audit Report. While there could be no objection to disputes
being referred to arbitration as it was open to either party fto refer
the cases either to a court of law or an arbitrator, the fact that such
cases should have been pending for over ten years was a Sseérious
matter. The Committee learnt that under the Rules an  arbitrator
was to give an award within a period of four months from his ap-
pointment, failing which he was required to obtain the permission oj
a court of Law for the extension of the time. If so, the Committee fail
to understand the delays in the settlement of these cases. They would
also like to know whether any responsibility was fived for the failure
on the part of the Government officials in the specific cases mentioned
in the Audit Report.

[S. No. 113 of App. IV (Para 116) of the 8th
Report (3rd Lok Sabha]

ACTION TAKEN

The implied conditions of an arbitration agreement are specified in
the tis. schedule to the Arbitration Act, 1940. Para 3 of the first
schedule provides that the Arbitrators shall make their award within
four months after entering on the reference or after having been
called upon to act by notice in writing from any party to the arbitra-
tion agreement or within such extended time as the Court may allow.

Under Section 28 of the Arbitration Act, the Court is empowered
to enlarge from time to time, the time for making the award, whe-
ther the time for making the award has expired or not or whether
the award has been made or not. In view of this provision, the inter-
ested party almost always moves the Court for extension of time for
making the award. Parties very often proceed with the arbitration
case before the Arbitraturs, though the time for making the award
has expired with the implied understanding that extension would

be obtained from Court in due course, particularly before the making
of the award.

Detailed reasons for the inordina'e delay in finalisation of arbit-
ration cases are enumerated in Annexure I. It would be seen there-

from that the Arbitrators are unable to decide the case before the
expiry of four months. .

As regards the disciplinary aspect, according to the Audit pa
DGS & % has to fix responsibility only in the fgllowing two casgsa:r—a-’

(i) Amount of the award Rs. 36,646.—In this case, the firm
had agked for Rs. 1-8 for Excise Duty and this was in-
cluded in the A/T. It was subsequently brought to D.G.
S. & D.’s notice that the element of Excise Duty on the
chemical used should work out to only six annas. There-
upon D.G.S. & D. unilaterally modified the A/T which the
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firm contested. The disciplinary aspect of the case has
been examined. D.G. has held that in this case the offi-
cers concerneq exercised their discretion in the best
possible manner in dealing with the A/T and there is no
scope for taking disciplinary action against any one.

(2) Amount of the award Rs. 54,300.—In this case, the firm
defaulted in supply and one of the pleas advanced was
that there was delay in supply by Government of mate-
rial for manufacturing tents. On investigation it was
found that this plea was not correct. The contract was,
therefore, cancelled and liquidated damages of Rs. 10,000
were imposed. The firm claimeq refund of amount
withheld as liquidated damages and also claimed
Rs. 40,000 as damages. The Umpire ordereq refund of
amount withheld as liquidated damages, a sum of
Rs. 40,000 as damages and a sum of Rs. 3,500 as cost. An
examination of the file showed that there was no lapse
on the part of anyone in the DG S&D and the delivery
of cloth to the firm was delayed on account of its own
delay in making payments of the price of cloth. There-
fore, there was no case for taking any disciplinary ac-
tion. The fact that the delivery of cloth to the firm was
delayed on account of its owun delay in making pay-
nments of the prico of cloth, was duly brought to the no-
tice of the Arbitrator before the award was given, but
the award was against Government. There was no al-
ternative but to accept the verdict of the Umpire as it
could not be successfully challenged in Court under the
Arbitration Act, 1940, as he had not given any reasons
for his decision.

The position as at (1) and (2) above was communiated to Audit
vide DGS&D's D.O. letter No. A-p AP ,3(167) 62, dated the 26th
September, 1962,

The other nine cases mentioned in the Audn Fara relate to sup-
ply of timber for Railways or Defence. The firm themselves have
been in most of these cases shifting stations of supply rendering it
difficult for the Inspection authorities to carry out inspection in time.
There have also been delays in inspection in some cases. The Ins-
pecting authorities were representatives of the indentors. As a re-
sult of difficulties in obtaining supplies of timber from private par-
ties, DGS&D are now confining themselves mainly to purchase
through State Government Forest Departments. The Inspectors
under the new contracts are officers of the State Government.

[File No. 45(3) /63-PL.;

Recommendation:

3. The Committee are not satisfied with the grplanation of the
Ministry in this case. They would like to know the action taken by
the Ministry to fix responsibility for the various lapses which re-
sulted in a heavy loss.

3 dix IV, (Para 117) of 8th Report (3rd Lok
{S. No. 114 of Appendix ( ) 2 s
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ACTION TAKEN

The disciplinary aspect of the case has been carefully examined
and it has been found that the officers concerned acted in good faith
and as such they cannot be held responsible for non-recovery of risk
purchase amount.

[File No. 45(3) /63-PL]

Recommendation:

4. The Committee were informed that the firm had failed to sup-
ply: paint against a number of other contracts and the matter was
being investigated. The Secretary to the Ministry promised to fur-
nish a detailed report to the Committee. The Committee reserve
their comments pending receipt of the detailed report. Meanwhile
they would urge upon the Ministry to expedite the matter as it had
already been delayed.

[S. No. 115 of Appendix 1V, (Para 118) of 8th Report (3rd Lok
Sabha).]

ACTION TAKEN

With reference to their O.M. No. 2:1,26{62/PAC, dated the 17th
October, 1962, a separate Note for the Public Accounts Committee
has been sent to the Lok Sabha Sectt., vide the late Ministry of E&DC
Memo. No. § 1 63-Admn.II, dated the 24th August, 1963. (Annexure
1I).

[File No. 45(3) /63-PL]

Recommendation:

5. It was explained in evidence that the suppliers had a general
tendency to make bulk supplies towards the close of the financial
year before their contractual period expired and that this had result-
ed in the stock having exceeded the permissible limits for a tem
rary period in the Stationery Office, Calcutta. The Committee 1
that this is not a healthy practice and should not have been allowed
to persist. Besides creating other complications like storage prob-
lems etc. such bulk supplies towards the close of the contractual
period would hardly permit effective gnd proper inspection of stores
and there were possibilities of substandard material being accepted
by the Office in hurry.

[S. No. 116 of Appendix 1V, (Para 119) of 8th Report (3rd Lok
Sabha).]

J ACTION TAKEN

Since this Department is not concerned, the Ministry of WH&R
has been requested to deal with this item.

[File No. 45(3) /63-PI.}



ANNEXURE 1
(See item 2)

Reasons for inordinate delay in issue of awards by arbitrators.

It will be appreciated that after the arbitrators have been appoint-
ed and have entered on the reference the Government have little
control over their deliberations and are in no position to guide the
progress of the cases. The arbitratorsjumpires are their own masters
and they fix the hearings as it suits their convenience. The arbitra-
tors have to deal with quite a large number of cases. Again, these
cases cannot summarily be disposed of but have to be given a full
dress trial in conformity with the provisions of the Law. The case
has to pass through several stages e.g. filing of pleadings, documents,
interrogatories, examination of witness etc. The witnesses have
often to come from out side Delhi. It would also seem to be desir-
able that the Government should not only ensure justice but also
infuse a feeling in the subject that justice is in fact being dispensed.
In several cases the Government arbitrator is the same person. As
such his position is in no way different from a regular civil court
which has severa] cases pending before it and can only hear them
from stage to stage. Apart {rom this, the opposite party usually
adopts all possible dilatory tactics to delay the proceedings when it
is to their advantage to do so. For example, they will not allow
their Arbitrator to attend the arbitration proceedings in cases involv-
ing Government claims. The Co-arbitrators do not co-operate with
the Government Arbitrator and try to remain absent on some excuse
or the other. If the co-arbitrators refuse to act, or fail to agree to
appointment of Umpire, Government has to go to Court for appoint-
ment qf substitutes or Umpires as the case may be. Cases are often
dragged to the courts on flimsy and frivolous grounds and the courts
take several years for decisions as the matter usually goes from the
lowest court to the highest court in appeal, revision etc. This usually
happens in the bulk of the cases which contain a dual arbitration
clause. C o e

2. These reasons apply muiatis mutandis to the cases of sole arbit-
ration under contracts placed on or after Ist September, 1956. The
disposal of these cases is, however, expeditious in comparison to dual
arbitration inasmuch as the cases are heard only once by the Sole
Arbitrator and awards made,’as against double hearing of the cases
by the Arbitrators and the Umpires under the dual arbitration clause.

3. Government are quite helpless as there are no effective means
available legally or atherwise to counter act such tactics. Some-
times there are also genuine difficulties both in the way of the Gov-
ernment and the other party notwithstanding a-sincere desire on
their part to bring the case to an early conclusion and these often
hamper the smooth progress of the case. One chief difficulty of this
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nature is the non-availability of evidence at the appropriate level.
Then there are complicated and difficult cases involving shifting of
voluminous records and accounts which do not, by the very nature,
admit of a speedy disposal. Thus more or less the Government are
not in a position to ensure the disposal of any case or cases within

any specified period of time



ANNEXURE II
(See item 4)

MINISTRY OF ECONOMIC AND DEFENCE CO-ORDINATION
(Department of Supply)

Note for the Public Accounts Committee on Para 59 of the Audit
Report (Civil), 1962,

REFERENCE: —Lok Sabha Secretariat O.M. No, 2/1/26/62 PAC, dated
17th October, 1962.

Consequent on the examination of Para 59 of the Audit Report
(Civil), 1962, the P.A.C. desired further information as follows: —

“A detailed note on the circumstances leading to the award-
ing of contracts for paints etc, which the firm failed to
supply and the steps proposed to be taken to effect re-
coveries. The result of the enquiry promised by the
Secretary into the case may also be stated.”

2. In all, thirteen contracts for Paints, Oil, Paste and Drier
Liquid etc., were placed on the firm during the period March-July,
1955. As regards the circumstances leading to the awarding of the
contracts on the firm, it may be stated that three Supply Orders
were piaced on them against the Rate Contract and in the other ten
cases, coniracts were placed on the basis of an advertised tender in
v.i!yv 1935, The firm was registered at that time. As the firm failed
10 supply buik of the stores, the contracts were cancelled at the firm's
risk and expensz. A limited tender enquiry was issued on st
October, 1955, for repurchase and the firm in question quoted the
same rates as were quoted against the cancelled contracts and which
were the lowest. The D. G. S. & D. referred the case {0 the Minis-
try of Law on 16th December, 1955 for advise whether the quotuation
of the firm could be ignored on account of their being the defaulting
firm and at the same time the excess cost could be recovered. The
Ministry of Law advised on 19th December, 1955 as follows:—

“The firm's former contract was cancelled as it was not in a
position to supply the stores within the stipulated pecriod.
The firm had demanded extension of delivery period
which was rejected by us. The firm’s present offer could
not be assumed to be a bogus one. As their quotations
are the lowest they could not be ignored. In order to
safeguard our position and to secure due performance of
the contract within the stipulated period we may call upon
the firm to give nominal security deposit”.

3. On 5th January, 1956 at a discussion which took place between
the representative of the firm and the DGS & D, the firm's represen-
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tative was told that the question of reinstatement of their contracts
would be considered if they could (i) give a definite delivery date for
completing the supplies of the outstanding quantities and (ii) deposit
as security 5 per cent of the value cf the outstanding quantities as
a guarantee for completion. The firm in their letter dated 9th
January, 1956 agreed with a proviso that all their pending bills would
be paid to them on basis of the 1st condition and promised to supply
the materials in 4 months in some cases and within 6 months in other
cases in equal monthly instalmenis. They, however, subsequently
agreed to a security deposit to the extent of 24 per cent on the value
of the outstanding quantities against all the cancelleq and out-
standing contracts vide their letter dated 11th January, 19Y56. It
was decided on 13th January, 1956 to accept the firm’s proposal to
deposit 2} per cent security deposit against the individual cortracts
cancelled, reinstate all the cancelled contracts and extend the deli-
very dates. Accordingly the contracts were reinstated.

4. The firm again failed to execute supplies and consequently the
contracts were again cancelled for the unsupplied quantities at their
risk and expense. The firm reque..:d in their letter dated 13th Feo-
ruary, 1957 for reinstatement of the contracts on the ground that they
had considerable quantities already manufactured which they csuld
offer from stock immediately and they couid supply the balance quan-
tities within three months. The D.G.S. & D. requested the firm on
20th February, 1957, to confirm that they would furnish 10 per cent
security deposit (by way of deduction from their pending bills) us
guarantec to supply the stures within 8 days from the date of re-
instatement of the cancelled contracts. At first the firm did not
directly agree to the conditions imposed by DGS & D but after some
correspondence ultimately agreed and it was decided on 11tk May,
1957 to reinstate the contracts by allowing extension in delivery
period with 10 per cent security deposit. As the firm still failed io
complete supplies, the contracts were finally cancelled at their risk
and expense.

5. As regards steps proposed to be taken to effect recoveries it
may be stated that in accordance with the advice of the Munistry of
Law on 15th September 1962, DGS & D have preferred claims on the
firm to the extent of Rs. 3,25,709 in respect of all the thirteen con-
tracts. The security deposit totalling Rs. 53.560 made by the firm
against the contracts and lying with the Pay and Accounts Officer
is being adjusted against DGS & D’s claim and in case the firm is not
agreeable to pay the balance amounts of Rs. 2,72,149, the cases will
be referred to arbitration as advised By the Ministry of Law.

6. The disciplinary aspect of the case is being examined by the
Vigilance Secion of the DGS & D.

This has been seen by Audit.

.

{(Joint Secretary).



APPENDIX XVIII
MINISTRY OF TRANSPORT

Statement showing action taken or proposed to be taken on the
recommendations of the PAC.

THIRD REPORT (Third Lok Sabha)

Recommendation:

1. The reasons stated by the Ministry regarding the excess in
Grant No 87 would show that the Ministry’s control over capenditure
has not been adequate and effective. The Committee feel that the
unliquidated liabilities could have been foreseen if a proper watch
had been kept through the liability Register and if the Mwmistry had
been in constant touch with (he concerned Deptts. from whom the
debits were to be received. The Committee, however. hope that
suitable steps will be taken to ensure that such excesses do nnt recur.

[S. No. 9. Appendix XV. 3rd Report, (3LS).]

ACTION TAKEN

With a view to making a proper assessment of expenditure of the
D.G.. 1.8.D. London has been requested to inform the Deptt. of Light-
houses & Lightships (consignees) of the date of shipmen: cof equip-
ments, Stores etc. with particular of their actual cost paid or likely
to be paid immediatelv after shipment is effected. He has also been
requested to furnish by the 15th of March of each year information
regarding the progressive total of Lanmems made upto end of Feb-
ruary and anticipated payments likely to be made in March by
cablegram. It is also proposed to remind the D.G.. I.S.D. bv Cable
in case the requisite information is not received by that date. Cons-
tant touch will also be kept with other concerned Depits. such as
D.G.S.&D. and the Customs so that the Liability Registers which ure
being maintained will reflect the full extent of the liabilities to be
met before the end of the financial vear.

[O.M. No. 1-S&P(14) /62, dated 9-4-83.]

Recomxr'nendation:

2. The Committee are of the view that the excess in Grant No.
133-Capital Outlay on Roads could have been anticipated and pro-
vided for, had there been close liaison between the indenting and
Supplying Departments. In regard to expenditure of Rs. 72'51 lakhs
on certain urgent and unforeseen works (roads), the committee
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feel that even though the works were of an urgent nature their com-
pletion should hae taken enough time to enable the Ministry to
arrange for a Supplementary Grant.

[S. No. 10. Appendix XV, 3rd Report, (3LS).]

»
ACTION TAKEN

In order to ensure close liaison between the Directorate General
Border Roads, which is responsible for processing the indents and
supplying departments, namely Director General of Supplies &
Disposal and Director General Ordnance Factories, a numbhor  of
meetings were and are being held. However, further steps are being
taken to post ourselves with information of deliveries and pavments
made so that budgetarv control is tightened.

Orders alrcady exis: that no work should be executed withnut
necessary sanction and allotment of funds. The works in question
b2ing of urgent and unforeseen nature were carried out without com-
plying with the above requirements. As this position was known after
the close of the vear 1960-61. no supplementarv grant could be
obtained to cover the expenditure. Instructions have been issued
reiterating the correct position and impressing upon the Engineers
the necessity to avoid such cases in future.

[O.M. No. 1-B&P(14) 62, dated 9-4-63.]
SEVENTH REPORT (Third Lok Sabha)

Recommendation:

3. The Commuttee regret to observe that in the yecr 1960-61
expenditure (both operating and non-operating) had registered an
increase as compared to the earlier years. The Committee would
once again urge upon the IAC to review the position and take effec-
tive meascures to reduce their overheads and other working expenses
so that the undertaking may not continue to be a lighility on the
exchequer. They would watch the results of the action taken im this
regard through subsequent Audit Reports.

[S. No. 1, App. 111, 7th Re:pon (3rd Lok Sabha).l
ACTION TAKEN

The observations of the Committee have been noted by the Cor-
poration. It may, however, be clarified for the information of the
Committee that there has been a progressive increase in expenditure
cach vear due t» increased operations and greater revenue ton kilo-
meters performed by the Corporation, In addition one of the major
contributory factors for the somewhat steep increase in expenditur:
in 1960-81 compared to earlier yvears has been the sizeable increase
in the wage bill as a result of revision of pay scales and service con-
ditions of the emplovees brought into force from 1-4-1960 on the
basis of agreements entered into with the various staff uni.ns: which
amounted to Rs. 43 lakhs. Increased provision on account of absole-
scence reserve adcounted for another Rs. 13 lakhs., The increase in
non-gperating expenditure to the extent of Rs. 1975 lakhs is due
entirely to the provision made agains. loss on sale of Heron aireraft
and Heron & Viking spares.
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The Operating expenditure in 1962-63 was Rs. 1664'70 lakhs and
the corresponding figure in 1961-62 was Rs. 1445°14 lakhs. In ordgr
to afford an easy comparison, the figures for 1961-62 as appearing in
the Profit and Loss Account of the printed Annual Report have been
recast to the extent the grouping of items have been altered in 1962-
63. The increase of Rs. 143°60 lakhs in 1961-62 over the preceding
year and an increase of Rs. 21956 lakhs in 1962-63 over 1961-62 was
mainly under the following heads:

Increase in 1961-62 Increase in 1962
over 1960-61. 63 over 1861-62.

(In lakhs of rupees)

1. Pay & Allowances including

P.F. Contributions .. 81'74 4238
2. Hire of Aircraft from Air-
India . 26:33 9:69
3. Depreciation .. 13:40 22-87
4. Obsolescence of Spares. .. 334 29-22
(Reduction)
5. Arcraft Fuel & Oil .. 862 40'N9
6 Flight Equipment Materials and
Outside Repairs .. — 43:85
7. Insurance .o 17'80 524
8. Other Staff Costs and other
expenses etc. .. 175 2572
145:60 219:56

In addition to the increase of Rs. 145-60 lakhs in 1961-62, a sum of
Rs. 49:85 lakhs representing the arrears of salaries and allowances
pertaining to 1960-61 was paid in 1961-62 and accordingly this amount
was shown separately.

The increase of Rs. 81°74 lakhs in 1961-62 over that of 1960-61
under “Pay and Allowances” ,was mainly due to (i) full impact in
1961-62 was mainly due to (i) full impact in 1961-62 of wage award
introduced in 1960-61 amounting to Rs. 50 lakhs and (ii} normal
overtime and other expenses amounting to about Rs. 31 iakhs.

The increase of Rs. 43-85 lakhs in 1962-63 under the head “Flight
equipment, material and outside repairs” over that of 1961-62 was
mainly due to (i) higher provision for rotables amounting to atout
Rs. 25 lakhs and (ii) increase in work-load, increase in cost of spares
and outside repairs etc. amounting to about Rs. 18 lakhs.
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Increase of Rs. 2572 lakhs in 1962-63 over that of 1961-62 under
the head other staff costs and other expenses etc. is accounted for
under a number of headings such as crew outstation allowances. uni-
form, travelling, training, landing and housing charges, booking
agency commission, passenger amenities, printing and stationery etc.

The Non-operating expenditure in 1962-63 was Rs. 45°71 lakhs.
In the preceding year it was Rs. 13-35 lakhs. The details are as
follows: —

1961-62 1962-63
(In lakhs of Rupees)
(i) Loss due to Devaluation of

Pakistan currency 2:86 571
(ii) Additional provision for
obsolescence of spares 10- 49 —
(iii) Provision for Development
Rebate Reserve _— 40- 00
13-35 4571
Recommendation:

4. The action taken on the Committee’s (1961-62) recommenda-
tions regarding sale of aircraft has not yet been intimated. The
Committee would like to be informed of the action taken in this
regard at an early date.

[S. No. 2. App. IIL. 7th Report (3rd Lok Saha)]

ACTION TAKEN

A replv to the Committee has since been furnished in this Minis-
try's O.M. No. 16-P(4) /62, dated the 16th March, 1963 to the Lok
Sabha Sectt. It mav be added for the information of the Com-
mittee that all the twelve Viking aircraft, together with their reiated
spare engines, spares, equipment and tools have since been sold as
scrap for a sum of Rs. 3 lakhs.

The loss on the sale of these aircraft tofether with spares etc..
amounted to Rs. 43:09 lakhs. Most of the loss pertains to the diffe-
rence between book-value and scrap-value of spares.

Recommendation:

5. The Committee feel concerned to note such lapses on the part
of a Commercial organisation. They trust that due care ill he
evercised in the disposal of the aircraft since they are practically
new. Further in the context of the emergent situation the Com-
mittee hope that best possible use would be made of all the service-
able aircraft.

[S. No. 3, App. IIl, 7th Report (3rd Lok Sabha)]
: ACTION TAKEN

. The feasibility of putting the seven grounded Herons to use again
either by the Ministry of Defence or by the 1.A.C. in the context of
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the emergency was examined but it was found that the Herons were
not suitable for use by the Indian Air Force while the IAC found
that it would be uneconomical to fly them again. In the circum-
stances, efforts to dispose of the aircraft were continued and the
Corporation have since been able to dispose of the entire fleet of
seven Herons together with their related spares at a cost of Rs. 14*56
lakhs. The loss on the sale of Herons together with spares eic., is
estimated at Rs. 16 lakhs.

Recommendation:

6. The Committee suggest that the result of these Annual Reviews
of the cost of operation should be published in the Annual Reports
of the Ministry.

[S. No. 4, App. III, 7th Report (3rd Lok Sabha)]

ACTION TAKEN

A review of the standard costs of operation for different tvpes of
aircraft in the fleet of the Corporation has been undertaken in con-
sultation with the Ministry of Finance (Cost Accounts Branch).
While the Cost Structure Committee had placed considerable em-
phasis on the need to achieve economy in the cost of operation of the
Dakotas. it is noted that the fleet of the Corporation has undergone
considerable change with the acquisition of additional Viscounts and
a new type of medium-sized aircraft namely Fokker Friendships.
With the Corporation’s decision to acquire three Caravelle jet air-
craft which will be put into operation during the winter of 1963-64,
the size of Dakota operations is likely to dwindle further. At pre-
sent the Corporation has an aircraft fleet of 38 Dakotas, 12 Vis-
counts, 10 Friendships and 3 Skymasters. Consequent on the intro-
duction of 3 Caravelles in January, 1964, it is expected that 10 Dakotas
would be rendered surplus.

The question of fixing standard costs of operation for the Fokker
Friendship and the Caravelle is now under active consideration.

Recommendation: .

7. The Committee feel that the time taken by the Corporation in
the disposal of the obsolete spare parts etc., has been rather excessive.
They would now urge expedition in this work.

While commenting on the unsatisfactory state of stores and equip-
ment accounts, the PAC (1959-60) had urged upon the Corporation,
to give serious attention to the work of reconstitution of accounts
and regularisation of discrepancies. They regret to observe that
the work is still incomplete.

[S. No. 5, App. III, 7th Report (3rd Lok Sabha)]

ACTION TAKEN

The Corporation have noted the observations of the Committee
and are doing all that they can to make foreign parties interested in
acquiring their spares in order to dispose of them at the best pussible
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price. In doing so, the Corporation, in the context of the critical
supply position, has had to review constantly the feasibility of uti-
lising these obsolete stores with necessary modification where possi-
ble. In this process, admittedly, there has been some delay which,
however, the Corporation are trying to minimise as far as possible.

Constant and continuous efforts are made to improve the position
in spite of there being a steady increase in the number of items
‘held in the stores at various places. Based on experience gained,
attempts are now being made to concentrate engineering work load
pertaining to one type of aircraft at one place. This, it is hoped, will
eliminate many of the accounting difficulties experienced in the past.
Considerable progress has already been made in this regard.

[O.M. No. 4-CA (5) /63, dated 22nd October, 1963]
Recommendation:

. 8. The Committee desired to be furnished with a note stating the
installed capacity of the Shipyard and the extent to which it was
dbeing utilised.
[S. No. 8(ii), App. III, 7th Report (3rd Lok Sabha)].
ACTION TAKEN

(i) Installed capacity: 25--30,000 DWT per year, provided the
ships it is required to build are of 10,000 DWT or above.

Note: —The Shipyard have expressed the view that in the present
circumsiances and the State of development of the ship-building
industry in the country, it is inadvisable to refer to the Shipyard’s
rated capacity, production, etc., either in terms of the number of
ghips bult or DWT for the following reasons:—

(a) The size and type of ships built (over which the Shipyard
has no control as it is decided by the owner) has a vital
bearing on the amount of tonnage produced. For ex-
ample, if the Yard built dry cargo ships of 6,000 DWT
during a particular year, its production in terms of dead-
weight in that year would be much smaller than that
in another year in which it might build say, tankers or
ships of much larger side, say, of 12,000 DWT; in the
case of ers for the same tonnage the quantum of
work involved would be much smaller owing to the
outfit work being much less,

(b) Although it is common practice everywhere to express
shipping and construction of ships either in terms of
DWT or GRT regardless of the types and sizes of ships
included in such tonnage, the impact of the varying
types and sizes on the total tonnage gets automatically
counter-balanced and adjusted in the total output which
is generally very large in the case of the advanced
martime countries. In countries like India where the
output is very low the effect of the varving types on the
annual output becomes very pronounced.

Another important factor which makes it difficult to measure the
production of the Yard correctly during a particular year, is that
apart from the vessles constructed and delivered during the year, &
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lot of work done during the year is represented by the uncompleted
ships which is shown in the Shipyard’s account as “Works-in-pro=
gress”.

(ii) Present production capacity and proposals for full utilisation:

On an average the present production of the Shipyard is about
20,000 DWT per year. The Shipyard have been trying to utilise
their existing capacity to the maximum extent, and following are
some of the steps taken or proposed to be taken for increasing the
annual production of tne Shipyard:—

(a) Short-term measures

(1) Improving the efficiency and productivity of the Shipyard
workers by training and job control.

(2) Securing higher training for technical staff such as Ship-
building Draughtmen, by arrangement with firms from
which the Shipyard imports its ship-plans or other
equipment, etc.

(3) Constantly pressing its claims for adequate and timely
release of foreign exchange for its important require-
ments.

(4) An Advisory Committee on Ancially Industries related to
Shipbuilding and Ship-repairs known as the Ship Ancil-
liary Industries Committee has been appointed to discuss
and recommend the standardisation of shipbuilding
material and equipment, and to recommend steps to
encourage indigenous production thereof, and to exa-
mine the question of training of personnel to man such
ancillary industries.

(5) Persuading ship-owners to agree to place orders for one
or two standard types of ships to be manufactured at
the yard.

(b) Long-term measures

The Government haVve sanctioned the construction of drvdock at
Vishakhapatnam at an estimated cozt of Rs. 269 lakhs. A proposal
for the further extension of the fitting out jet?y by another 300 feet
at an estimated cost of Rs. 25 lakhs is at present under consideration.

[O.M. No. SY-5(36) /61, dated 28-6-63].

Recommendation:

9. The Committee feel that .instead of blocking large sums of
money in this manner the loans to the Fund should have been
advanced on a realistic basis.

[S. No. 44, App. 111, 7th Report (3rd Lok Sabha)].

ACTION TAKEN

The Shipping Development Fund has been set up to provide a
source of permanent rupee finance for acquisition of ships. It is
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non-lapsable and is fed by the grant of yearly loans by the Govt.
of India out of the provision for expansion of shipping made in the
Five Year Plans. The provisions for grant of loans to the Fund are
made in the Budget Estimates every year and irrespective of the
fact whether sufficient loan applications have been received or not
by the S.D.F. Committee the provision is transferred as loan to the
Fund before the close of the financial year as otherwise it would
lapse. Thus there need be no connection between the demand for
loans from the shipping companies received by the Fund Commitiee
and the Committee’s requirements of funds from the Government
of India since the very purpose of setting up of the Fund is to build
it to a sizable total and to make it a revolving Fund. It may be
that in certain years there will be smaller demands for loans and in
certain other years there may be bigger demands for loans from the
companies. It is felt that the working of the Fund will be hampered
if loans are granied to it by the Government only on the basis of
actual requirements as in certain years when there may be bigger
demads for loans the provision in the Budget may not be enough
to meet those demnands. However, the overriding factor is that in
accordance with the intention behind the parliamentary Enactment
namely the M.S. Act 1958, the Plan provision made for expansion of
shipping is to be transferred by yearly allotments to the Fund so
that in years to come a large size non-lapsable revolving Fund for
expansion of our fleet is built up.

The recommendation of the Public Accounts Committee would
thus cut at the root of the creation of a non-lapsable fund.

Recommendation

10. The Committee are surprised as to how interest at the conces-
sional rate was charged from the Company when it failed to repay
the instalment of loan on the due date. They would like to be in-
formed of the progress made in the recovery of loans and interest
charges at normal rate of 8 per cent.

[S. No. 45, App. II1. 7th Report (3rd Lok Sabha)]
ACTION TAKEN

Interest at 3 per cent per annum was charged initially on a pro-
visional basis. However, the Shipping Development Fund Commit-
tee have already decided that the Company in question should pay
interest at the stipulated rate of 8 per cent per annum for the periods
of default. This decision has already been communicated to the
Company. The company in question have since completed the pay-
ment of the outstanding instalments of principal. The Company
were informed on the 30th March, 1962 that if they failed to pay the
outstanding dues to the S.D.F. Committee on or before the 31-5-1962,
they should pay interest from 1-7-61 at the rate of 8 per annum
as stipulated in the loan agreement. The company were informed
on the 5th April, 1963 of the Shipping Development Fund Commit-
tee’s decision to charge interest for the periods of default at 8% p.a.
In the same communication, the company were asked to pay the
difference in interest between 3™ p.a. and 87 p.a. for the periods of
default amounting to Rs. 7,54,165-81 nP. as on the 31st December,
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1962. On the 13th June, 1963, the company were asked to pay inter
slic a sum of Rs. 90,601:'40 representing gme difference inp igterest

3?‘&%?4?1?66&‘&' and 8% p.a. for the balance of the period of default

Recommendation

11. While the Committee do not wish to impose any curbs on the
activities and rations of the Shipping Companies, they neverthe-
less feel that adequate safeguards should be provided to ensure that
undue risks are not undertaken and the Companies do not embark
upon new routes which may not be profitable. Since at the time of
granting the loans the Shipping Development Fund Committee acts
on certgin assumptions about the routes on which the ships should
operate, it is but appropriate that its prior approval should be obtain.
ed if any deviations are ever made in this regard. The Committee
therefore, suggest that this aspect may be further examined.

[S. No. 46, App. III, 7th Report (3rd Lok Sabha) ].

ACTION TAKEN

The recommendation of the Public Accounts Committee is accept-
ed in so far as liner ships which operate scheduled services on speci-
fic routes are concerned. It is, however, not possible to implement
the recommendation in regard to tramp ships because there is no
specific route for such ships and they follow the cargo wherever it
is available. A suitable clause will be included in all future loan
agreements relating to liner ships in implementation of the Public
Accounts Committee's recommendation.

Recommendations

12. The Committee are not satisfied with the explanation given
in this case. In their opinion it should be made incumbent on bor-
rowing Companies to furnish such detailed information of their work-
ing to the Government representative on their Board of Directors as
would enable the Shipping Development Fund Committee to keep in
watch over the financial position of the borrower and ensure fulfil-
ment of the terms of the contract in the long run. If necessary the
present agreement form may be suitably amended.for the purpose.

[S. No. 47, App. 111, 7th Report (3rd Lok Sabha)].

ACTION TAKEN

The recommendation of the Public Accounts Committee has been
accepted and a suitable clause will be included in all future loan
agreements requiring borrower companies to furnish the requisite
information to the Shipping Development Fund Committee or the
Committee’s nominee on the Board of Directors of the borrower
Companies.

Recommendations

13. (i) While the Committee do not questimm the competence of
Government to issue such directions to the Shipping Development
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Fund Committee or to prescribe/alter Rules or terms and conditions
for the grant of loans, they are not happy at the manner in which this
application was dealt with on a special footing which is apt to create
an impression that exceptional treatment was given to this particular
firm. If any deviation from the existing rules is considered meces-

sary, the same should be duly notified and made applicable to all
similar cases.

(ii) The Committee would like to be furnished with a note about
the progress made in the implementation of the conditions of the
agreement by both parties.

[S. No. 48, App. III, 7th Report (3rd Lok Sabha)].

ACTION TAKEN

The Company’s proposal contemplated rapid addition (i.e. by
end of 1964) of substantial tonnage in the shape of bulk carriers and
tramps in which particular category the Indian merchant fleet was
woefully deficient. In spite of the fact that considerable bulk move-
ments in the shape of ore exports and foodgrain imports were taking
place none of the established Indian Shipping Companies came tor-
ward to acquire bulk carriers for carrying a portion of the trade des-
pite repeated approaches made to them. The established shipping
companies with whom Government had discussion on the subject
wanted among other things, special freight rates for carriage of the
cargo. Since apart from the loan no other commitments to Jayanti
Shipping Company had to be made either by way of special freight
rates or assurance of cargo, the company’s proposal merited consi-
deration particularly in view of the fact that the fleet of bulk carriers
foreign exchange for the country whose principal item of export was
iron ore. The deferred payments negotiated by the Company re-
quired only payment of about Rs. 6 crores during the Third Plan
leaving the balance of the Plan provision for grant of loans for acqui-
sition of ships in private and public sectors. There is a provision of
Rs. 51 crores for acquisition of tonnage and for investment in the
public sector Shipping Corporation during the Third Plan
The payment terms negotiated by the Jayanti Shipping Company with
the Mitsubishi Shipyard were the best available at that time as the first
instalment in respect of each ship was due for payment only on deli-
very of the ship. In other words the Ship itself was in a position to
commence earning when the first instalment was to be paid. This
virtually meant acquisition of a ship on paying only ten per cent of
its price, the remainder being paid as' earned in seven vears. The
Jayanti Shipping Company has to pay 10 per cent of this amount
plus interest at 5'5 per cent per annum spread over a period of seven
years to the shipyards (which amounted to the company being re-
quired to raise resources for as much as 32 per cent of the total out-
lay). The Government, however, did not make any relaxation in re-
gard to the quantum (30 per cent of the cost) or period of the loan.
This was the first case of building new ships on deferred terms and
hence the question of rate of interest over long periods adding on
to the cost of the ship had not arisen.
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In short, therefore, the case can be examined on a three fold
basis:—

(a) Normal terms adhered to in this case,
(b) Terms made stiffer in this case than usual.
(c) Terms relaxed in this case.

(a) Normal terms adhered to in this case:

(i) The quantum of loan usually given is 90 per cent of the
price of the ship and this has been strictly adhered to.

(ii) The rate of interest charged by the Shipping Development
Fund Committee is 3 per cent which has also becen
strictly adhered to.

(iii) The period of amortisation for all shipping companies in
respect of new ships has been the same as given to the
Jayanti Shipping Company.

(b) Terms made stiffer in this case than usual:

(i) The loan ship is to be taken dclivery of by the S.D.F. Com-
mittee’s nominee, which is not demanded in other cases.

(ii) The payment of the instalment is to be made direct to the
shipyard concerned on behalf of the company.

(iii) The Company has to man all loan ships by Indian crew.

(iv) The interest permitted on the outstanding amount of the
price is restricted to 5} per cent. whereas in other
cases higher rates have been permitted.

(v) No payment has been made to the Company during the
construction of the vessels. The first instalment of the
loan has been paid at the time of dclivery of the ship.
In the case of other shipping companies when new ships
were buil}, payment of rupee loan has been made on the
basis of a percentage of the price being paid on signing
contract, a certain percentage of keeling, launching, and
delivery. In some cases as high as 25 por cent of the
price has been paid on signing the contract, keeling,
launching and delivery.

(c) Terms relaxred in this case:

(i) The usual security of 133 per cent is not available for a
few years in this case. If any lcniency has been shown
here, there has been the added factor that Government
has throughout contemplated that in the event of a de-
fault by the company and enforcement of the mortgage
the loan ships would not be sold but would be taken
over and run by Government since there has been a
great deficiency in tramp vessels particularly the bulk

carrier type.
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(i) The issue of a bank guarantee is a novel features in this
case but this facility has now been extended to others
such as the Government Shipping Corporation.

(iii) The proportion of the paid-up capital to loan was relaxed
to 1'4 as against 1'2 stipulated in another case. This
concession has since been extended to all Indian shipping
companies.

(iv) Prima facie it also appears to be a matter of some con-
cession that even though the company had entered into
contracts for building only 8 of the 13 ships, the entire
lvan of Rs 20.25 crores was sanctioned before the Com-
pany had drawn up and submitted plans for their cons-
truction. This cannot, however, be regarded as a con-
cess'on because the scheme submitted by the Javanti
Shipping Company for expansion of tonnage was a com-
posite scheme envisaging the addition of about 275000
DWT of shipping costing not more than Rs. 22.50 crores.
Loans to the extent of Rs. 2025 crores reprecenting
90 per cent of the cost of the ships have been sanc-
tioned, but no loan in respect of any ship is to be ad-
vanced unless it is actuallyv delivered. The company had,
as early as November, 1961 entered into two contracts
with the Mitsubishi Shipyvard, Javan for the construction
of 8 bulk carriers costing about Rs. 17 crores. Thece cone
tracts were approved bv the Government of Ind‘a in
February, 1962. Four of these ships have alreadv been
derlivered and are under operation. The fifth chip is
exnected to be delivered in November, 1963. As regards
the balance of their programme. the comwvanv has in
Januarv, 1963 entered into a further contract wi‘h the
Mitsubishi Shipwnrd. Japan for the construction nf 3 nre-
cum-oil carriers which will, in terms of tonnage, be more
than the 5 remaining ships originallv envisaged. without
increasing the tntal price or the total loan in resre~t of
all the chins, Thev have submitted the contracts for the
annroval of the Goverrment of India and the matter is
under consideraton. Since the scheme has b-en <ub-
mitted as a whole. the loan amount has necessarilv to
br fixed and sanctioned taking the entire cost of conse
truction of all the ships into account.

(v) Agnin, the stinulation made in the loan agreement by
which the companv has been left free without the nrior
anoroval of the SDF. Committee to raise lnans from
other sources upto to four t'mes of their paid 1o capital
on the security of other ships and assets acquired against
their paid up capital mav possiblv be regarded as a enrt
of concession to the Companv. It will be annreciated
that the new ships ordered under the scheme for whi~h
lrans have been granted have to be morteaged to the
SD.F. Committee free from prinr en~umbrances as
securitv for the loans adwmnced. The Company cannot
encumber without the prior approval of the S.DF.
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Committee. The S.D.F. Committee has, however,
nothing to do with the other ships and other assets
owned by the Company as it will not be reasonable for
any lender to lay claim on all the assets of the borrower.
Even here, the company cannot obtain loans without
any limit as the restriction that the total liabilities
including the S.D.F. Committee loans should not exceed
four times their paid-up capital will ensure that a
healthy ratio is maintained between the liabilities and
the paid-up capital of the company.

It has already been decided by Government that there would be
no objection in principle to extending the same concessional terms

to other Indian Shipping Companies provided the following condi-
tions are satisfied:—

(i) The proposal for expansion of tonnage should fill an exist-
ing gap or meet an emergency or fulfil pressing nLeed
or should help in the building of a balanced Indian
marine fleet.

(ii) The proposed acquisition should be confined to new ships
only.

(iii) The prices negotiated as well as the deferred payment
terms settled must be such as would be of a distinct
advantage from the overall foreign exchange angle
whether it be in terms of savings or earnings.

(iv) The ships to be acquired should be of such types as would
enable Government themselves to taike them over for
operation at a reasonable profit if such a contingency
becomes necessary.

The above decision was conveyed to the Chairman of the National
Shipping Board as early as 10th May, 1962.

The progress made in the implementation of the terms of the loan
agreement is indicated below :—

(i) The Jayanti Shipping Company have as against the
requirements of Rs. 1'5 crores of initial paid-up capital
raised their paid-up to Rs. 2:83 crores.

(ii) Arrangements have been made for the issue of the 8 State
Bank Guarantees in favour of the Mitsubishi Shipyard
for the 8 bulk carriers ordered by the Jayanti Shipping

Company guaranteeing payment of 30 per cent of the
final purchase price of the ships.

(iii) A resident Indian citizen is already functioning as the
Managing Director of the Company.

(iv) The company have converted themselves into a public
limited company on the 15th April, 1963.

(v) The company have appointed the Government Director as
the nominee of the S.D.F. Committee on their Board of
Directors.
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(vi) The first four loan ships, Bharata Jayanti, Gotama Jayanti,
Akbar Jayanti and Chandragupta Jayanti were deliver-
ed on 21-1-63, 10-4-63, 6-8-63 and 29-8-63 respectively to
the nominees of the S.D.F. Committee and have been
duly mortgaged to the Committee as security for the
loan in respect of the ships. The first instaiment of the
loan of Rs. 21'4 lakhs approx. equivalent to 10 per cent.
of the final price of each ship has also been paid direct
to the Mitsubishi Shipyard on behalf of the Company.

(vii) The ships Bharata Jayanti, Gotama Jayanti, Akbar
Jayanti and Chandragupta Jayanti possess the highest
Lloyds Classification and have been properly insured.

(viii) The remaining four bulk carriers will be progressively
delivered by the middle of 1964.

(ix) The Company have, subject to Government approval,
signed a further contract with Mitsubishi Shipyard, for
the construction of three ore/oil carriers of about 15,000
G.R.T. each. With this they will be add.ng over 2 lakhs
tons G.R.T. to Indian Shipping as against 185.000 G.R.T.
envisaged in the agreement. The company have sub-
mitted the building contract to the Government of India
for approval. The matter is still under the considera-
tion of the Government.

Recommendation

14. While the need for augmenting Indian Shipping is no doubt
imperative the Committee feel that instead of advancing such large
amounts (to the extent of 90 per cent. of the capital cost of the ships
to be purchased and upto four times the amount of the share capital
of Rs. § crores expected to be raised by the Company in future) to a
private party, Government would be well advised in such cases either
to undertake the work in the public sector or float a public company
for the purpose reserving majority of share with them,

[S. No. 49, App. III, 7th Report (3rd Lok Sabha).]

ACTION TAKEN »

The suggestion made is that the Government of India
should have undertaken this work of expansion of tonnage by
entrusting the work either to an existing company in the public
sector or by floating a public company for the purpose, reserving
majority of shares with them. As regards the first point, it may be
stated that the existing public sector shipping corporation was not
in a position to undertake this additiodal huge expansion of tonnage
because the Corporation had already formulated their own plans
for expansion of tonnage during the Third Plan involving an addi-
tion of as much as 170,000 G.R.T. Moreover, the Corporation’s
vessels are mainly employed in the conference trades and the ftirst
ohjective is to strengthen their existing position in these trades by
adding liner ships., If the Corporation were to undertake this expan-
sion, funds to the extent of entire cost of the ships namely Rs. 22:5
crores plus interest payment to the shipyard amounting to about
Rs. 5 crores had to be found by the Government themselves.
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As regards the second point it has to be pointed out that under
ithe Industrial Policy Resolution of the Government of India dated
the 30th April, 1856, ‘Sea Transport’ has been included in Schedule
‘B’, i.e,, among industries which will be progressively State owned
and in which the State will therefore generally take tge initiative in
-establishing new undertakings but in which private enterprise will
also be expected to supplement the effort of the State. Prima-
facie, therefore, the development of shipping in India is the responsi-
‘bility of both the public and private sectors. The existing public
sector shipping corporation, as already pointed out, has its own large
plans for expansion of liner tonnage in the Third Plan and the
Jayanti Shipping Company which had been formed mainly to cater
for the expansion of tonnage in the tramp trades was permitted to
assist the national economy in this regard consistent with Govern-
ment’s shipping policy. It has to be pointed out here that one of the
important conditions for the grant of loan to the company was that
‘they should convert themselves into a public limited company by
certain period. The Company have actually become a public limited
company with effect from the 15th April, 1963. It is, therefore,
possible for the public to take shares in the company. Thus, the
objective which the Public Accounts Committee had in view would

appear to have been largely met already.
The preceding comments of the Ministry on the recommenda-
tions Nos. 44 to 49 of the Public Accounts Commitee in their Seventh

.I_%iport }}ave been vetted by Audit.
[O.M. No. 1-B&P (7) /63, dated 1-2-64.]

EIGHTH REPORT (Third Lok Sabha)

Recommendation

15. The Committee feel that the estimates could have been more
realistic with proper assessment of trafic in case of Kandla Port and
detailed survey of soil in the case of Vishakhapatnam Port.

[S.NO. 5, App. IV, 8th Report (3rd Lok Sabha).]

ACTION TAKEN

The views of the Public Accounts Committee have been
communicated to the Development Commissioner, Kandla Port
and the Port Administrative Officer, Vishakhapatnam Port, for

information and future guidance.
[O.M. No. 1-B&P (10) /63, dated 31-7-63)

‘—' BT .



APPENDIX XIX
MINISTRY OF WORKS, HOUSING AND REHABILITATION
(Department of Rehabilitation)

Statement showing action taken or proposed to be taken on the
Recommendation of the Public Accounts Committee.

‘ EIGHTH REPORT (Third Lok Sabha)
Recommendations

1. The Committee feel concerned to note shortfall under an
important scheme like the Dandakaranya Development Scheme. They
suggest that the Ministry should take all possible steps to publicise
the scheme in order to attract more displaced persons.

[S. No. 4 of Appx. IV to 8th Report (1962-63)].
ACTION TAKEN

Noted. The movement of displaced persons from West
Bengal to Dandakaranya is now satisfactory, and no special
publicity measures are considered necessary for attracting the dis-
placed persons to the Project area. Upto the end of March, 1963,
‘6626 families comprising 28918 displaced persons had teen moved to
Dandakaranya for settlement.

[O.M. No. 3(19)INK/62 dated 24-6-63].
Recommendations :

2. The Committee regret to note that failure to take
timely action to assess the correct amount of compensation
payable to the defaulting purchaser and the amount finally recover-
able from him resulted in avoidable loss to Gonernment. They
would like to be informed of the action taken against the delinquent

officials.
[S. No. 122 of Appendix IV to 8th Report (1962-63)].
ACTION TAKEN

This property was auctioned on 10-10-1956 and the high-
est bid of Rs. 56.000 was accepted on 20-11-1956. The purchaser
was a claimant and he had submitted his compensation application
for certain claims, which had been verified iointlv with his uncle
and three brothers. The purchaser had offered his two brothers’
claims for association in the purchase of the above prorertv. The
cascs of these brothers were taken up for finalisation. Certain dis-
crepancies were noticed in the compensation claim of one of the
assonciates. The matter was taken up with the claimant in May, 1957
but due to the non-cooperative attitude of the claimant. the case had
to be decided exr-parte in December, 1958. There were. however,
some delays in the Department, but the case cou'd nnt be finaliced
mainly on account of non-cooperative attitude of the claimant. After
the associate's claim had been finalised the nrobable ¢ mpensation
due to the purchaser was worked out and in Februarv, 1959 the pur-
chaser was informed about the probable compensation due to him.
He continued to dispute the correctness of the assessment made by
the Department, til] at last the department was forced to cancel the
bid and farfeit the 10 per cent earnest money, in September, 1960.
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The compensation of the claimants was correctly worked out
under Rule 19 of the DPS (C&R) Rules, 1955 by the Processing
Officer. It was only in appeal before the competent Judicial autho-
rity, after the bid had been cancelled and the earnest money had
been forfeited, that the benefit of Rule 20 was given to them.

The property was re-auctioned on 19-2-1961 and the highest bid

of the associate’s brother of the purchaser for Rs. 28,000 was accepted
against the reserve price of Rs. 40,000. Since the bid received was
70 per cent of the reserve price, the Regional Settlement Commis-
.sioner was competent to accept the bid. As, however, there was
steep fall in the resale price from Rs. 56,000 to Rs. 28,000 and since
the bidder at the time of the second auction happened to be the
brother of the first defaulting purchaser and since there were only
three bidders at the time of the auction, the case was re-examined
and it was decided on 13-5-1963 to cancel the second sale. The com-
petent judicial authority has set aside the second sale on 22-8-1963
and the Regional Settlement Commissioner has been asked to reauc-
tion the property.

The Regional Settlement Commissioner who had accepted the
highest bid on the second auction, has been asked on 19-7-1963 to
explain the circumstances under which the highest bid of Rs. 28,000
was accepted without regard to the factors mentioned wabove.

[O.M. No. 55(26) /A&IA/61, dated 28-10-1963].

Recommendations

3. The Committee regret to note that the Valuation Onr
ganisation of the Ministry had failed to make a proper valua-
tion of the properties, resulting in avoidable loss to Government on
the disposal of the properties. While, in view of the circumstances ex-
plained by the Ministry, the Committee would not press for revalua-
tion of all the remaining properties, they trust that, as promised by
the Secretary of the Ministry, at least such properties as were to be
transferred through allotment would be got revalued. They desire
that suitable instructions in this regard should be issued to all
concerned.

[Sl..No. 123 Appx. IV to 8th Report (1962-63)1].

ACTION TAKEN

Necessary instructions have been issued to the Regional
Settlement Commissioners that in the case of undisposed of allot-
table properties in respect of which no commitment had so far been
mnde and also in the case of properties which might be sold by nego-
tiation, the valuation should be got re-checked by the Valuation
Officer before any commitment for their transfer is made............

[O.M. No. 14(23) (1) A21A/63-Vol. 11l dated 31-5-63].

Recommendation

4. The Committee are unhappy to note that the grants given by
the Central Government to local hodies for essential specific works
(like construction of roads in service lanes, provision of | dusthins
etc.) in Rehahilitation colonies could not be utilised for more than
three years. It is apparent that after releasing the funds due atten-
tion was not paid by the Ministry to ensure that these were utilised
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within a reasonable period. The Committee trust that these works
would now be completed expeditiously with a view to avoiding any
further inconvenience to the inhabitants of these colonies.

[SL No. 124 of Appx. IV to 8th Report (1962-63)].

ACTION TAKEN

The Municipal Corporation of Delhi had completed all items of
work by the 31st March, 1963 except a few minor items, expendi-
ture on which is estimated at about Rs. 6,000 only.

[O.M. No. 4/1/63 BUD Dated 30-8-63).



APPENDIX XX

MINISTRY OF W. H. & R.
{Deptt. of W.&H).

Recommendation

1. (i) The Committee regret to observe that, despite their observa-
tions suggestions in the earlier years, Government harve no!  been
able to take suitable measures to improve the position regarding re-
covery of arrears of rent, even though more than nine years have
elapsed since the matter was for the first time brought to their notice
vide Audit Report, 1954.

(ii) The Committee learnt in evidence that a Committec was
set up in September, 1961 to enquire into the working »f the Direc-
torate of Estates and examine the accumulation of large crrear of
rent, but it did not function at all. They trust that the nciwe come
mittee which has since been set up to simplify the procedure for ree
covery of rent, will not meet the same fate. They would like to be
informed of the recommendations of that Committee and the action

taken thereon.
[SL. No. 95, Appx. IV of 8th Report (1962-63)].

ACTION TAKEN

1. In Audijt para 39 (pages 55-56) from the Central Government
Audit Report (Civil) 1962, it has been stated that a sum of Rs. 32-83
lakhs was outstanding for the period upto 31st March 1961 on 1st
December, 1961. It was stated before the meeting of the Public
Accounts Committee on 15th October, 1962 that a special squad has
been organised in the Directorate of Estates and that the results of
investigation by this squad is awaited. Out of this amount of
Rs. 32-83 lakhs, a sum of Rs. 5-73 lakhs had been realised, Rs. 2-04
lakhs written off, upto 31st March, 1963, leaving a balance of Rs. 25 06
lakhs on that date. TRis arrear is only 1-56% of the total demand
of Rs. 16-50 crores assessed from 1942-43 to 1960-61. The arrears
mainly represent the unadjusted amounts pending intimation of
credit vouchers from the paying departments concerned.

) 2. Regarding para (ii), it is stated that the Committee postponed
its work indefinitely due to national emergency.

[No. 4/3/63-Acc. 1.

Recommendation

2. The Committee desired to be furnished with a note indicating—

(i) Works for which specific approval of Parlianient had been
obtained; and .
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(ii) works which were never mentioned in the estimates to
Parliament.

They regret to observe that the information is still awaited.

[Serial No. 98(ii) of Appendix IV 1o 8th Report
(Third Lok Sabha)].

ACTION TAKEN

LIST OF POINTS ARISING FROM PARA 48(a) OF AUDIT RE-
PORT (CIVIL) 1962 ON WHICH PUBLIC ACCOUN1S COM-
MITTEE DESIRED TO BE FURNISHED WITH FURTHER

INFORMATION.

Item Ill.—Expenditure incurred without specific budget provi-
sion/sanctioned estimates—page 61—Para 48(a).

A break up of the 135 works on which expenditure was incurred
during the financial year (1960-61) without specific budget provision
indicating: —

(i) works in progress which had been included in the budget
estimates presented to Parliament in earlier years;

(ii) works which had never been sanctioned in the estimates
presented to Parliament.

While furnishing the details of 135 items mentioned in para 48(a)
of Audit Report (Civil) 1962, Audit stated tha* the total number
of works actually 145 and not 135 Works [vide Director of Audit,
Food, Rehabilitation, Supply, Commerce, Steel & Mines New Deihi
D.O. letter No. Rep. I1,2(59A) Part File 2127 dated the 22nd March
1863} but it is seen that there were two overlapping items and with
the deletion of these items, the total came to 143 items only.

2. Two lists indicating the information at (i) and (ii)* are fur-
nished in respect of 132 items of works. In list I, items of works
in progress which had been included in the budget estimates pre-
sented to Parliament in the earlier ycars are given. The particular
financial year in which provision was made in the budget 1s indicated
citing reference to the page number of the printed book of Demands
for Grants ngainst the concerned item. Where the item forms part
of a scheme- project or the provision appears with a ditferent nomen-
clature, the name of the connected scheme. project or the ncmen-
clature appearing in the printed book of Demands for Grants as the
case mav be is also indicated against the particular item of work.
In List II** items of new works taken up for execution without
specific budget provision are given,

3. Information in respect of remaining 11 items of works are being
collected and will be furnished on receipt as a supplement.

*Not printed, ¢ msists of 103 ems.
¢sNot printed, consists of 29 itema.
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Recommendation

3. The Committee regret that they could not be convinced by the
explanation of the Ministry for the time taken by the C.P.W.D. in
acceptance of cases reported by the Chief Technical Examiner, In
order that the examination of works by the Chief Technical Exami-
ner may have the desired objective, it is necessary that the ‘objec-
tions raised by the Organisation are heeded to promptly by the Works
Department. In their earlier Reports (para 82 and 212 of the 25th
and 34th Reports respectively of 2nd Lok Sabha) the Co'nmittee had
desired that instructions should be issued to the C. P. W. D. enjoin.
ing expeditious disposal of reports of the Chief Technicai Examiner,
The Committee regret to observe that the position indicated in the
Audit Report is stil] far from satisfactory. They are also constrained
to sbserve that the Ministry have not indicated to them the action
taken or proposed to be taken on their recommendations which were
made as early as March, 1961,

[S. No. 102, Appendix IV to 8th Report
1962-63 (3rd Lok Sabha)].

ACTION TAKEN

As a result of the recommendations contained in the 25th Report
of the Public Accounts Committee (para 82) and in the 34th Report
of the Public Accounts Committee (Para 212), action has already
been taken by this Ministry to impress upon all concerned to expe-
dite disposal of observations issued by the Chief Technical Exami-
ner. Notes in this respect have already been submitted to Lok Sabha
Secretariat vide Ministry’s No. B-5 (13)/60 dated 3-2-1961 and
5(4) /61-Bl dated 9th May, 1963.

2. At the instance of Chief Technical Examiner, instructions have
been issued by the Chief Engineer, Central Public Works Depart-
ment to all lower formmtions vide his memo. No. 6/51/162-W (CE)
dated 27th December, 1962 to maintain Registers for watching pro-
gress on (i) disposal of observation Memos issued by the Chief Tech-
nical Examiner, (ii)e recoveries of over-payments pointed out by
Chief Technical Examiner Organisation. A copy of the instructions
issued by the Chief Engineer is attached.

3. In reply to para 82 of the 25th Report of the Public Accounts
Committee (2nd Lok Sabha) it had been stated by the Ministry
that Chief Engineer was being requested to issue instructions to all
formations that in case of 6bservations made by the Chief Techni-
cal Examiner Organisation wherever the Executive Engineer con-
cerned agrees with the Chief Technical Examiner on any or all of
the issue raised, he should communicate his acceptance to the Chief
Technical Examiner direct within 15 days in the case of minor ob-
jections and 30 days in the case of major objections. But in case of
difference of opinion, he should himself refer the issues to the com-
petent authority in the Department, obtain his orders and com-
municate the same to Chief Technical Examiner within ocne month-
from the date prescribed by the Chief Technical Examiner for sub-
mission of replies by the Executive Engineer.
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4. From the experience gained, it has been found necessary w
:modify the procedure slightly as under: —-

(i) The Executive Engineer should send replies to the observa-
tion memos of Chief Technical Examiner within ane
month;

(ii) If the reply of an Executive Engineer on any issue is not
considered satisfactory by the Chief Technical Exam}
ner or in the case of difference of opinion between tha
Chief Tech. Examiner and the Executive Engineer, the
Chief Tech. Examiner should take up the matter with
the Superintending Engineer. In case there is a did>
agreement between Chief Technical Examiner and
Superintending Engineer, it should be for the Superin-
tending Engineer to obtain the orders of the Addition
al Chief Engineer before sending a reply to the
Chief Technical Examiner. The Superintend-
ing Engineer should send a reply to the refep»
ence from the Chief Technical Examiner within twp
months, including those where he has to obtain the
orders of Additional Chief Engineer.

The procedure, outlined above, has been approved and nece
instructions are being issued to the Chief Engineer, Central Publip
Works Department for its implementation. This procedure, it 1
hoped, would help in the expeditious disposal of cases.

Recommendation:

4. The Committee feel that this is a typical example of the casual
manner in which the Reports of the C.T.E. are examined by the Worls
Department. They desire that this case should be investigated with
a vicw to finding out the reasons for the unduly long time (2% years)
taken by the Department in accepting the irregularity. They would
also like to be informed whether departmental action had since been
initiated against the officer responsible for the losses.

[S. No. 105 of Appendix IV of 8th Report (3rd Lok Sabha)}
ACTION TAKEN )

1. A note explaining the case is attached. (Annexure).

2. Department action was initiated against the officers (in 5/61)
ifmmediately after the irregularities were accepted. But in the mean-
time, Special Police Establishment registered a Preliminary Enquiry.
It was, therefore, decided to keep uction on this case pending, til}
such time as the Special Police Establishment's report was received

The Special Police Establishment’s report has since been received

and charge sheets against the Executive Engineer and other officers
are being served.

‘Recommendation: °

5. The Committee feel that the action of the Assistant Engineer tn
allowing the contractor to do the work much in excess of the limis
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prescribed by the Works Advisory Board was not proper. They trust
that suitable instructions will be issued to the effect that the officers
# charge of works do not exceed their normal powers on the plea of
grgency. Besides, the question of preparation of estimates also
deserves to be cxamined further. As these estimates form the basis
for determination of tenders, it is imperative that they are as precise
‘as possible.

(Sl No. 107, Appx. IV to 8th Report (1962-63)].

ACTION TAKEN

Necessary instructions in the matter have been issued by the Chief
Engincer, Central PW.D,, under his Memo. No. CE/Con/334 dated
the 27th June, 1963.

}

Recommendation !
. 6. (i) The Committee feel that in a big construction project like the
Vigyan Bhawan, which was considered to be a “Prestige Buiiding”,
gupervision should not have been left entirely in the hands of junior
afficials.

(ii) As regards recovery of the amounts due from the first con-
tracto-, the Committez were informed that a sum of Rs. 30,000 had
alr~ody ‘been recovered from him and the rest would be recovered
only after the result of the arbitration was known. The Committee
wouhgl like to be informed of the final settlement reached in this
regard.

{SL No. 109 of Appx. IV to 8th Report (1962-63)].

ACTION TAKEN

. The recommendation of the Committee has been noted for com-
pliance.

The case is still under arbitration.

Recommendation

7. It was explained in evidence that the suppliers had a general
tendency to make bulk supplies towards the close of the financia
gear before their contractual period expired and that this had vee
gulted in the stock hating exceeded the permissible limits for a teme
porary period in the Stationery Office, Calcuta. The Committee fezl
that this is not a healthy practice and should not have been allowed
o persist. Besides creating other complications like storage prohlems
&c. such bulk supplies towards the close of the contractual period
would hardly permit effective and proper inspection of stores and
there were possibilities of sub-standard material being accepted by
the office in a hurry.

[Sl. No. 116, Appx. IV to 8th Report (1962-63)].

ACTION TAKEN

The observations of the Public Accounts Committee on the gene-
ral tendency of the suppliers to make bulk supplies towards the close
d the financial year to fulfil their contractual obligations relate pri-
marily to the miscellaneous stationery stores for which the Stationery
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Office enters into annual (Running Contracts) with the contractors,
Under these contracts, it is obligatory for the Government of lnc}xa
Stationery Office to purchase at least 75 per cent of the quantities
contracted for. Supply Orders are placed by the Stationery Office
throughout the year on the basis of the demands received from the
indentors. Under the existing procedure of staggered receipt of
indents, they continue to be received generally upto the third quarter
of a year. Accordingly orders for the vulk of the siores/supplies cover-
ing the residual quantities (i.e. 75 per cent of the quantities minus
quantities already ordered for) are generally placed in the third
quarter, and the bulk supplies are received from the contractors in
the fourth quarter. Prima facie, the situation can be remedied by
either of the following two steps: —

(i) All the indentors of the S:ationery Office should send their
indents in the first quarter of the year or even before the
beginning of the year; or

(i) Instead of entering into Running Contracts (annual)
under which it is ohligatory to place orders upto 75 per
cent of the contracied quantities, the Stationery Office
should enter into Rate Contracts under which it is not
obligatory to purchase any specified quantity.

The proposal at (i) above is not fcasible, as staggered indents are
received with a view to facilitating proper scrutiny of the indents
and supplies 1o be made to different indentors throughout the year.
As regards (il) above, the Deparimental Committee headed by Shri
P. C. Vaish, Controller of Railway Stores, Eastern Railway, Calcutta,
which was appointed in 1935 to engquire into the reasons for excessive
stocks of stationery stores in the Stationery Office, categorically ree.
commended against conversion ¢f Running Contracts into Rate Con-
tracts for the following reacons as given in para 23 of their Report:—

(i) Under a rate contract there is no obligation on the part of
the Government to place orders for any specified quan.
tity. Raw material is to be arminged by the firms for
the production of finished goods, 1f rate contracts are
placed, the firms cannot estimate their requirements of
raw materials and cannot quote economic rates.

(ii) Small indentors, whose number is much greater than the
big indentors, require these items in small quantities.
The firms will decline t» accept such small orders as
they will have to obtain payments of small amounts of
bills from a large number of consignees and also the cost
of packing and transportation of such small consignments
will be disproportionately high.

(iii) In the case of stationerv manufactured through Govern-
ment or private presses, materials are supplied from the
Statignery Office stock and the contracts must be ope-
rated by the Stationerv Office. Apart from the fact tha
the primte presses will not undertake piecemeal orders
without extra charge, it would be impracticable {for the
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Stationery Office to issue materials to the presses against
individual and piecemeal orders. Maintenance  of
accounts and keeping effective check by the Stationery
Office will also be difficult,

(iv) A reserve stock will have to be maintained in the Station-
ery Office to meet emergent requirements due to break-
down of supply on account of strikes, etc.

(v) Inspection of the quality of the Stores before supply by
the contractors will be difficult and a large inspecting
staff on a regional basis would be necessary to cope with
the work, uniess it is decided to do away with the inspec-
tion, in which case the Government will have to run the
risk of accepting poor quality of stores.

(vi) The number of bills will increase enormously and so will
the correspondence and complaints for delay in payment
in connection therewith,

Keeping in view what has been said by the Vaish Committee, it is
" gpparcntiy inadvisable to switch over to Rate Contracts. The matter
§s, however, being examined again and if the advantages of entering
into Rate Contmcts are found to cutweigh the disadvantages, it may
be possible to enter into Rate Contracts for some of the items.

2. So long as running contracts (annual) are concluded, rush of
gup-lies from the contractors in the last quarter of the year is bound
to continuc. What is really required is that arrangrments should
exist for more effective inspection of supplies to guard against the
possibility of sub-standard stores being accepted as apprchended by
the Public Accounts Committee. The following steps  have been
€aken (or are proposed to be taken) {n enable the inspecting stall to
devote more attention to testing actual supplies: —

(i) A Departmental Commitiee set up in 1961 to examine the
procedure of purchases made by the Statinnery COffize
and to suggest wavs and means of eflecting imnrove-
ments had made several reecommendations in its Report
submitted to Government in September, 1962. Mast of
the recommendations have been accepted and are in th2
process of implementation. One of the mure important
recommendations of the Committee is the introduction
of the svstem of “inspection before despatch” in place of
the existing procedure of inspection after despatch which
is a lengthy procedure and entails considerable waste of
the time of the Inspection Wing over correspondence
with the consignee and the contractors. Under the re-
vised procedure, Zonal Inspectorates will be set up at
Bombny, Delhi and Madras and suppliers will not be
able to despatch stores to the godowns of the Stationery
Office unless these are inspected and passed.

(ii) The Committee have also recommended the conclusion of
biennial contracts instead of annual contracts. This will
relieve the Inspection Wing of testing the samples sub-
mitted along with the annual tenders every year. As the
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samples of annual tenders are tested during December
to February, the Inspection Wing is unable to devot®
sufticient time to the actual supplies made during thas

riod. Under the revised procedure the samples will
have to be tested only once in two years for certain
categories of stores for which biennial contracts have o
be concluded. This will enable the inspecting staff to
devote more time to the inspection of actual supplies to
be made during the last quarter of the year.

(ili) Tender samples are sent every year along with annual
quotations. It has been decided that approved samples
should be retained for 2-5 years depending upon the lif®
of the store and the capacity of the indigenous industry
to produce quality goods. This will further relieve the
Inspection Wing from testing tender samples of many of
the items every year.

Recommendation

8. In evidence, the Secretary of the Ministry of Works, Housing
and Rehabilitation, admitted that the position was not satisfactory
and that he would further look into the matter and ensure that the
officials were held responsible for taking appropriate action in this
regard. The Committee would like to be informed of the action

taken.
[Serial No. 117 of Appendix IV to 8th
Report (1962-63)].
ACTION TAKEN
Instructions jssued vide Chief Engineer's (C.P.W.D.) Memoran-
dum No. CE/Acctt/238 dated the 19th July, 1963.

Recommendation:
TWELFTH REPORT (Third Lok Sabha)

9. The Committee regret to observe that a decision on the sugges-
tion that a single agency should be entrusted with work of construp-
tion of buildings and provision of ancillary services is yet to be
reached even though two years have passed.

[Para 239 of 42nd Report (2nd LS) S. No. 141 of Appx. IT t0

12th Report (1962-63) ).
ACTION TAKEN

It was agreed in October 1960 that the CPWD should initially pro-
vide all ancillary services in a Government colony at the cast of Gov-
ernment.  The cost of such services, as were legitimately the respon-
sibility of the local bodies, could then be debited to them as a loan
The terms and conditions were to W settled in consultation with thw
Ministry of Funance. The New Delhi Municipal Committee aorced tn
this but the Municipal Corporation of Delhi have contended that
construction of buildings for some of the services e.g. Maternity and
Child Welfare Centres ete. was not their responsibiliv. It i3 alsd
their contention that, instcad of loan, the cost sheull he treated as
grant-in-aid. B> evercome these difficulties, a sugoestion that Gow-
ernment should take upon themselves the responsibility of pravidin
at their own cost ell civic amenities, etc., in Government colonies
under consideration.



ANNEXURE
MINISTRY OF WH. & R.

(Deptt. of W. & H)
(See item 5 of statement)

Para 108 of the 8th Report of the Public Accounts Committee
(3rd Lok Sabha)

SusrecT: —-L'owering and widening of Delhi-Mathura Road (Phase I).

1. The above work was examined by C.T.E. Organisation and a
detailed observation Memo. pointing out defects and irregularities
was issued to the Executive Engineer with a copy to the Superin-
tending Engineer in July, 1958. The preliminary investigations
revealed an overpayment of Rs. 71,735/- including some irrecoverable

"loss to Government,

2. As reply to the Observation Memo, was not received in time,
a D.O. reminder was issued on 22nd August, 1958 by Chief Technical
Examiner to Supertending Engineer requesting him to expedite the
. Executive Engineer. In the meantime the Divisional Officer called
for some documents on 14th August, 1958 from this Organisation to
examine the case. The documents were sent on 26th August, 1958.
As no reply was received a D.O. reminder from the Technical Exami-
ner to the Executive Engineer with an endorsement t» Superintend-
ing Engineer was issued on 17th November, 1958. The reply to the
Observation Memo. was received on 6th December, 1958.

3. The case was further examined in the C.T.E. Organisation and

" for clarification of some points discussions were held with the Execu-
tive Engineer and Technical Examiner. As a result of these
discussions a rejoinder was issued to the Executive Engineer on 17th

~ March, 1959. :

4. As no reply was received to the rejoinder, a reminder was
issued on 6th April, 1959. Also in view of the disparity in earth
work calculations of the Executive Engineer and C.T.E. Organisa-
tion, C.T.E. wrote a D.O, to Superintending Engineer on 8th May,
1959, requesting him to depule somebody for joint scrutiny of earth
work calculations 1o expedite finalisation of the case. The case was
discussed between the Technical Examiner and Executive Engineers
on 9th June, 1959 and minutes of the meeting were sent to the Execu.
tive Engineer on 12th June, 1959. Case was discussed again on »0th
June, 1959 by Technizal Examiner with the Executive Engineer, the
work was jointly inspected on 2nd July, 1959, and a detailed note was
sent by Technical Examiner to the Executive Engineer on 8th July,

1959,

-

. ’62 e . . . [ i

¢ »
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5. The Superintending Engineer was apprised of full history of tlw
«case on 31st July, 1959 with a request to get the case expedited. A
meeting between the Technical Examiner and the Executive Engineer
was held again on 1st September, 1959 to settle the _outstargdmg
issues and Minutes of the meeting were sent to Executive Enginecr

.on 7th September, 1959. Another meeting was held on 9th Septembey,
1959 and a note sent to Executive Engineer on 15th September, 1958

6. In order to expedite the case Superintending Engineer was
addressed by Technical Examiner demi-officially on 8th Octcber, 1953
regarding the urgency of the case. As the case was takinilong time,
Azfditional Chief Engineer was brought into the picture by a D.O-
letter dated 1st December, 1959 from C.T.E. Case was discussed again
between Executive Engineer and Technical Examiner on 4th, 6th and
7th January, 1960 and the Executive Engineer was asked to furnish
further information. A D.O. was written by Technical Examiner t
‘Superintending Engineer on 17th February, 1960 regarding outstand
ing issues with a copy to Additional Chief Engineer. Another
reminder from C.T.E. to Additional Chief Engineer was sent on 7th
April, 1960. On 26th May, 1960 an interim reply was received from
the Executive Engineer,

7. The case was discussed between C.T.E. and Superintend!
Engineer on 21st July, 1960 and work inspected on 23rd July, 196
As the discussions were not conclusive, the comments of the CT.E
were communicated to the Superintending Engineer on 1st August,
1960. A reminder was issued on 20th October, 1960. The case was
discussed again by Technical Examiner and Superintend.ng Engineer
on 25:h October. 1930 and the Executive Engineer was addressed ob
29th October, 1960 with a request for early finalisation of the casa

8. A meeting was held aga‘’n on 24‘h November, 1350 be‘ween
C.T.E., Superintending Engineer, Executive Engineer, Technical
Examiner and the minutes of the meeting communicated to the
iSuperinlend'mg Engineer on 3rd December, 1960 for settling the
ssues.

9. The Executive Engineer ultimately accepted an overpaymens
of Rs. 3839991 in December, 1960 and a further overpayment
Rs. 11,438°03 in Janunry, 1961. Intimation of these overpayment aggres
gating to Rs. 49.837-94 was given to Audit in February, 1961. Out o
overpaid, amount, an amount of Rs. 4,035 still remains to be recovered
(November, 1963).

The irrecoverable loss of Rs. 45.013:18 in respect of earth work
and soling mentioned in Sub-para (C) of Para 49 of Aud't Report 1932
was intimated to Audit—after settlement of issues with the Dcpare
:;:ent—-—in September, 1961, and examining the disciplinary aspect of

e case. : P>

10. It will be seen from above that the case was being activel
pursued all along. It took long time to settle the case because v
controversial and complicated nature of the issuex involving lengthy
-earth-work calculations and reconstruction of evidence in the a
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"ot adequate data and because of transfer of .the officers .concerned.
‘Disci;ﬁnary action has been initiated against defaulting officers.
including the Executive Engineer and disciplinary proceedings are
“in progress. :

" Recommendation: '

16. (i) Non-mainténance of proper accounts and failure to rg\{ise»
the rates and recover the dues from private parties are in the opinion.
aof the Committee serious lapses for which responsibility should be
fixed

(ii) The Committee would like to know when a decision is likely
w ba taken in the matter of revision of rates of unfiltered water,

{Para 241 of 42nd Report (Second Lok Sabha)
and Serial No. 107 of Appx. II to 12th Report
(Third Lok Sabha)l.

ACTION TAKER

The disciplinary aspect for non-maintenance of proper accounts
and failure to recover the dues is being processed. Explanations of
the officers concerned have been called for and the case will be
‘examined further on receipt of their replies.

On account of the increased costs it has been decided to increase
the rates of unfiltered water supply. The revised rates will be notified
to eansumers shortly.



APPENDIX XXI
MINISTRY OF DEFENCE

Statement showing action taken or proposed to be taken on the re-
commendations of the Public Accounts Committee

FOURTH REPORT (THIRD LOK SABHA)

Recommendation of

1. The Committee are in general agreement with the policy of uti-
lising the surplus capacity of Ordnance Factories in peace time for
production of civil trade items in order to keep the skills and tech-
niques alive, so long as by so doing the manufacture of Service
stores which is the first and foremost duty of the Ordnance Factories
does not in any way suffer. During their visits to some of the Ord-
nance Factories, the Study Groups of the Committee were deeply im-
pressed with the enthusiasm and coordinated efforts of the officers
and workers in increasing defence produrtion and their sense of
awareness of the need of the country in the present emergency. It
was heartening that various trade unions had sunk their differences
and were working unitedly to raise the defence production to the
maximum. The Committee have no doubt that greater emphasis will

continue to be laid on the development and production of new erma-
ments and equipments.

[S. No. 1, Appendix II, 42nd Report (3 L..S.)).
ACTION TAKEN

The observations of the Committee have been noted.
[M. of D. O. M. No. 11(7)162/D (Budget) dt. 4-6-1963].

Recommendation: i

2. The Committee are not happy over the practice of surrendering
funds year afrer year on the last day of the financial year. They
note that in pursurance of the recommendation conteined in parg
4 of their 30th Report (Second Lol Sgbha), the Ministry of Finance
(Department of Leoromic Affairs) have issued instructions to
administrative Mmistzies for exercizing strict budgetary conirel ord
gurrendering saving: immediately they were foreseen, The Come
mittee hope that w:th closed liaison between the indenting and sup-

.
.l
che

plying departments and the accounts offices, better results would be
dchieved in this respeet in future.

' [S. No. 5, Appendix II, 4th Report (3 LS)]
'l 165
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ACTION TAKEN

The observations of the Committee have been noted.
(M. of D. O.M. No. 11(7) /62/ D (Budget) dt. 1-8-1963].

Recommendation:

3. While the Committee hope that under the revised procedure the
outstanding relating to the current years would not accumulate, they
are concerned over some old dues still outstanding since the year
1946. They desire that every effort should ‘be made to recover them
erpeditiously. They would like to be furnished with a statement
showing the break-up of the outstanding since 1946 and the progress

made in the statement of old cases.
[S. No. 6, Appendix II, 4th Report (3 LS))

ACTION TAKEN

The information is being compiled and will be furnished to the

Committee shortly.
[M. of D. O.M. No. 11(7)/62/D (Budget) dt. 16-2-63].

Recommendation:

4. The Committee feel concerned over the shortfall in the produc-
tion of tractors and trucks. They also note that the foreign exchange
content has not been reduced to the extent anticipated. They hope
that all out efforts would be made to ensure that there is no further

shortfall in production.
[S. No. 8, Appendix II, 4th Report (3 LS)]

ACTION TAKEN

Noted for guidance. Every endeavour is being made and will con-
tinue to be made to ensure that the target rate of production of trac-
tors and trucks in Ordnance Factories with corresponding foreign
exchange savings in the value of deletion items planned is main-

tained. The D.A.D.S. has seen.
[M. of D. O.M. No. 11(7) /62/D (Budget) dt. 30-3-1963).

Recommendation:

5. The Committee recommend that the required analysis should be
completed as early as possible. They would also suggest that in
future the details of the facilities extended to such works might be
shown separately in the proforma accounts of such works to facilitate
the final costing for the purpose of comparison.

[S. No. 8, Appendix II to the Fourth Report (3rd Lok Sabhu)}

ACTION TAKEN .

Analysis in respect of one project has been completed. The
C.G.D.A. has been requested to verify the position with regard to
the accounts of the project. :
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2. It has not been possible to carry out the analysis in respect of
the other projects owing to the conditions created by the present
.emergency and the heavy pressure of work. However, instructions
have been issued that analysis of two more projects should be taken
up. The result of the analysis in respect of the three projects will
be intimated to the Public Accounts Committee.

3. The attention of the lower formations has been drawn to the re-
commendation of the Public Accounts Committee in regard to main-
tenance of proforma accounts of the facilities extended to such pro-
gects undertaken in future.... (vide Army Headquarters' letter No.

1390 /E2A dated the 17th January, 1963)

4. D.A.D.S. has seen,
[M. of D. O.M. No. 11(7) /62/D (Budget), dt. 18-11-63].

Recommendation:

6. The Committee trust that all out efforts would be made to clear
the outstanding Vouchers/Invoices/Inspection Notes expeditiously.

[Serial No. 10 of Appendix II to the Fourth Report (3rd LS]

ACTION TAKEN

Delay in the linking of voucher and invoices in respect of stores
purchased from abroad is mainly due to the following reasons:

(a) Delay in the receipt of packing accounts from the DGISD,
London.

(b) Diversion of consignments to units, etc. other than the ori-
ginal consignee, in order to meet urgent demands.

(¢) Discrepancies und incomplete details in packing accounts
and invoices owing to short loading or damages to stores in
transit, '

(d) Delays in the release of packing accounts by the Embar-
kation Headquarters, due to customs formalities, arranging
rolling stock and despatch of stores.

The full amounts of the invoices are shown as outstanding, even
in cases where a single item out of sevaral items included in the in-
voices, was not rececived or remained unlinked.

2. The importance of expeditious clearance of outstanding invoices
has been impressed upon all concerned from time to time. In order
to ensure speedy linking of invoices with packing accounts, a revised
Erocedure wus intreduced in November 1959, under which the DGISD,

ondon has to forward both the copies of the packing accounts, with
complete details by air, before the despatch of stores, and also the
final priced invoices to all concerned, without delay. It has been
arranged that the Local Audit Officers will link the invoices with the
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Certified Receipt Vouchers wherever the relevant packing accounts
are unduly delayed. A final linking with the packing accounts is

effected immediately after their receipt.

Receipt of stores and the linking of the relevant invoices is a con-
tinuous process. Every effort is being made to clear the outstanding
vouchers/Invoices/Inspection Notes expeditiously. Considerable pro-
gress has been muade in clearing the back-log as is evident from the

figures given below:—

ARMY

In so far as Army is concerned, the number of outstanding Certi-
fied Receipt Vouchers which could not be linked with Issue Vouchers/
Packing Accounts/Inspection notes, has been reduced wappreciably.
Out of the outstanding invoices mentioned in the certificate of the
Controller General of Defence Accounts on the Appropriation
Accounts for 1960-61, only 4 invoices pertaining to 1958-59, in respecs
of stores worth Rs. 9.51 lakhs remained to be cleared, on 30-6-63.

NAVY

The comparative position of invoices remaining unlinked as on
the 30th September, 1961 and the 30th June 1963, is given below:—

No of catstanding

Year 30-9-G1 30-6-63 Vaie
1048-49 to 10 1 Rs. 2
1956-57
1957-58 I3 3 Rs. 1,03,226
1958-59 19 6 Rs. 11,706
1959-60 120 80 Rs.  §.500,146
1960-61 266 52 Rs, 64.57930

Toa 458 14 Rs  70.72,013
AIR FORCE

The position of linking of invoices on the Air Force side and the
progress made in clearing the back-log is explaned in detal in the
Ministry's note dt. 23-9-63 submitted to the Commitice vude Q.11 No.
11(7)/62/D (Budget), dated the 25th September, 1063

D.A.D.S. has seen.
(M. of D. UO. No. F. 11 (6) /62/D (Budget) dated, 30-12-63)

Recommendation: .
7. While the Committee appreciate the Ministry's point of view
they see little justification for retaining unwanted and ohsolele sure

plus stores indefinitely which are not likely to be utilised in foreseable
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future. The Committee have already stressed the need to screen the
old stock and dispose of obsolete and unwanted stores in para 55
of their sixth Report (Second Lok Sabha). The retention of such
stores would not only result in blocking up of much needed storage
accommodation in the depots but also involve unnecessary expendi-
ture on their care and maintenance. As the years roll by the stores
might become operationally unsuitable.

IS. No. 11, App. II, 4th Report (3LS).]
ACTION TAKEN

Government have reviewed the general question of dispnsal of
surplus and obsnlete Defence stores and have taken the following
decisions in this regard: —

(a) The items which had previously heen examined bv  the
Inter-Services Technical Training Team and recom-
mended by them for disposal in 1353 should be re-
viewed hv a Beard with a view tn determ:nn whether
anv of these stores could be utilized by the Services in
view nf the present emergency or bv an industrv en-
gaced in the productinn of stores for the Defence Ser-
viees, If it is found that anv of these items cannnt be o
utilised, they should be declared surplus and disposed of,

(b) Pre-48 unserviceahle vechicles and  unserviceshle compn-
nents and salvage stores mav bhe dispnsed of. irrespee-
tive of the bnok-value, hv the Service anthorities through
the Directorate General of Supnlies & Dispnsals in size-
able lots without referencs to Government, Disvosa! of
unserviceable post—48 vehicles will also be esnsidered en
merits.

(c¢) Such quanti‘ies of prrishabls ctores with a I'mited shelf.
life ns ecan be utilised within their shelf-life should be
retained and the balance disposed of.

(d) In case of oheolete stores where their value is less than
Rs. 1 lakh Services Headauarters have heen au*horised
to dispose of these stores without reference to Govern-
ment after satisfving themselves that the stores or
equipment cannot be utilised with or witheut modifeca-
tions. However. where the wvalue of these stores is
more than Rs. 1 lakh a survev will be made hv techni-
cal teams to determine whether in view of the presmt
emereency, any of these stores could be utilisrd with
or without any modifications. The question of their dis-
posal will be considered on the basis of the recommen-
dations made by the teams.

(e) As the Armed Forces are expanding and in the event of
the actual out-break of hostilities the requirement of
current and obsolescent stores would be much mare than
during the normal conditions, it is considered that cur-
rent surplus stores should not. as a general policy, be
disposed of to any extent. However, specific cases of
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disposal of su.rglus sotres falling under his categury
would be considered on merits, whenever put up by

Services Headquarters.

2. D.A.D.S. has seen. e
[M. of D. O.M. No. (11(7)/62/D (Budget) dated 30-3-63]..

Recommendation:

8. The Committee are of the view that the prescribed time-limit
for furnishing comments on draft Audit paras should be adhered to
and suggest that lower formations might be asked to submit .their
explanation to the Ministry through proper channel as soon as they
receive audit objections to enable the Ministry to communicate their
replies to the audit paragraphs within the prescribed period.

[S. N. 12, App. II, 4th Report (3 LS}

ACTION TAKEN

The views of the Committee have been noted. All efforts will be
made to dispose of draft paras as expeditiously as possible and to
communicate the comments of the Ministry to Audit within the

prescribed period.

3. The Services Headquarters have been requested in Min. of Del.
u.o. No. F. 11(3)/63/D (Budget), dated the 4th April, 1963, to issue
suitable instructions to the lower formations, as desired by the Com-
mittee.

[M. of D. O.M. No. 11(7) /62/D (Budget) dated 8-4-83).

Recommendation:

9. The Committee have already in their previous Report (Paras
79-80 of 19th Report 1st Lok Sabha and 87 of 6th Report 2nd 'Lok
Sabha) emphasised the importance of timely linking of invoices with
Pacing Accounts to aoid losses due to shortages, pilferage or misap-
propriation. They are concerned to note that invoices pertaining to
the years 1948-49 to 1956-57 are still outstanding after a lapse of
several years. The Committee would urge on the Ministry to under.
take a special drive to liquidiate the old invoices by augmenting the
staff if necessary. The Committee also recommend that the linking
of invoices relating to the current years should not be allowed to
accummaulate, as the delay in this regard is likely to result in losses
due to shortage, pilferage, etc. remaining undetected.

[S. No. 13, Appendix II, 4th Report 3LS).)

ACTION TAKEN

Ever since the arrears in linking of Packing A
voices were brought to the notice of lg\ir Headqua%’ter.g?zgg?i;alazgo:t
have been made by them to clear the outstandings. The importance
of expeditious clearance of outstanding invoices has been impress-
ed on all concerned from time to time. Since November, 1959 when
the procedure for linking of invoices was rationalised ’con.;icierabla
progress had been made in clearing the back-log. ’
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2. Every effort has been made to liquidate all the unlinked in-
voices but the manning position of equipment assistants has been
below the requirements. Further, a considerable number
of new units are being raised in view of the emergency and man-
power had to be found for these units as well. Consequently, pro-
ess in the linking of invoices has not been as good as desired.
he number and value of the outstanding invoices for the old period
t.e. upto 31st March, 1957 has, however, been reduced considerably.
A statcment showing the year-wise break-up of the outstanding in-
voices as on 30th June, 1963, with their value is attached herewith.

3. The permanent boards of officers functioning at all units to
speed up the clearance of cutstanding vouchers/invoices/packing ac-
counts have been making all possible efforts to link invoices from
1st April, 1957 to 31st March, 1961.

4. Director of Audit, Defence Services, has seen.
[M.of D. U.O. No. F. 4(40)/62/D (Air-I) dated 23-9-1963].

Statemene shewing the vear-wise *reak-up of the cutstanding tnocices
from the year 1918-49 onwards and treir monctary value
as cn 30th Junc, 1953.

Year to w'ich the No. of outstanding Amount
invoi.s invoices o1
pertin 30.6.1463
Ks. nP.
1948-49 44 110,006 77
144,-50 55 2,42,411
195 =51 32 40,703 28
19S1e52 35 99,141 88
195:=53 ) 36,646 16
1953 54 19 3,17.6,0 62
1y 4 <5 10 42,1:6 7
$55=56 2 89 94
1y5t=37 4 29,229 99
Total 210 ) 9,18,847 31
95758 61 34.66,4,6 94
¥58 59 343 1,34.93.494 86
USy-0 48y 2,111,601 482 13
Yir =61 §t12 88,37,465 10
9a1-62 98y 36,70.643 91
962=53 9’5 41,51,13¢ 38
Total 3369 5.47,:50.913 32
Grand Total 3579 5.56,:99,760 63
Recommendation: .

10, The Committee are not convinced with the erplanation for
the delay in appointent of the Expert Committee and slow pro-
gress of its work. They hope that the work of the Expert Com-



172

‘mittee will be completed soon and action initiated on its recommen=
dations with the object of streamlining the accounting system of the
Military Farms without delay.

[S. No. 14, App. II 4th Report (3LS).]

ACTION TAKEN

The report of the Expert Accounting Committée has been receiv-
ed and is now under examination.

2. D.A.D.S. has seen.
[M. of D. O.M. No. 11(7)/62/D (Budget) dated 28-2-1963.]
Recommendation:

11. The Committee observe that as the sanction for the fire brigads
staff contemplated that a trailer fire pump should be in position in tig
workshop and as there were already some arrangements for meeting
emergencies, the employment of fire brigade staff without first pro-
curing the trailer fire pump and in the absence of a fire supcrrisor
lacked justification. They would like to point out in this conncciion
that as late as February 1961, the Inspector of Fire Services on  his
visit to this Workshop had felt that in the absence of such a trailer
fire pump the fire services personnel were not suitably employed. It
was admitted durimg the course of evidence that employment of the
staff was not strictly in accordance with the Government sanction
which was on the express condition that there shauld be a trailer fire
pump in position and formal sanction should have been olitained hy
the workshop for the revised arrangements. The Committee trust that
such cases will not recur.

[S. No. 16, App. II, 4¢th Report (3 L.S.)]

ACTION TAKEN
The observations of the Committee have been noted.

This was an isolated case and it is unlikely that such cases will
recur. A note has, however, been made by Army HQrs. that in future
if it becomes necessary to make similar stipulations in the wice
Establishments of EME units, clear instructions will be issued to the
Commandants/Officers Commanding units to avoid similar irrcgu-

larity.
D.A.D.S. has seen. . ‘
[M. of D. O.M. No. 11(7)/62/D (Budget) dated 25-3-63].

Recommendation:

12. The Committee desire that the position regarding utilisntion
of the machines issued to units should be looked into and intimated
to them.

[S. No. 17, App. II, 4th Report (3 LS)]
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ACTION TAKEN

'On 3rd November 1962, the D.A.D.S. had furnished particulars of
9 machines which, according to his information, had been transferred
by the Central Ordnance Depot, Delhi Cantt., to certain units/forma-
tions but had not been put to use. The position in respect of these
‘9 machines is indicated in the Enclosure to this note.

2. The D.A.D.S. has suggested that the review should not be con-
‘fined only to the 9 machines mentioned at the Committee’s meeting
but that the whole position should be reviewed which would be
possible only if the utilization of a reasonmble number of selected
machines is checked. He has accordingly suggested that the utiliza-
tion of all the machines sent to some other units/formations (to be
selected in consultation with the audit) may be checked to see whe-
ther they are being utilized. Action is being taken as suggested by
the D.A.D.S. and a further report to the PAC will be made as early
-as possible.

3. D.A.D.S. has seen.
[M. of D. O.M. No. 11(7) /63/D (Budget) dt. 5-6-63)].



Statement shotmng particulars of machines received recently by FMFE units

DEME

No.

Issue

Datcof Date of

in unit

Position as given by audit
authoritics

receipt

s 6

sto CeNrral. EME Wopksior, MerruT

Part N>, Nomenclature
Cat No.
§ 2 3
W<-302 W- 15787 Blow:r portable
W .00387 Eiectric 60 Cfn -
W-2058R% Light duty 240
W-00689 VAC
W-00690
WX-oa7g NYA Lathe watchmaker's 4° dia
Swing over head 6}
between centres hand
uperated.
WX 0138 NYA Michine Screwng Pipe
R 47 Motor Deiven 300 140
VAC
Wa-op28 Plant Battery charging

single circuit metal
roctifier 230.250 VAC

21 Jun 61

Do,

Do,

24 Aug 62 Stilllying  instock  unused.
Workshop authorities  have
statcd that these machines
will be brought inte use in
the near future,

Do, As the acsessory list has not been
reccived from the consignor
the  inspection has not been
completed and therefore the
machine is lying unused.

Do With Millwright section under

Mspaction—Not put to use so
far.

C.OINAGEA

Lying in stock asrepairable.

Enclosure.

Present position

All the five blowers have becn
distributed 10 diffcrent Work-
shop Group and are in use.

On receipt of lathe in guestion
COD concerned was asked to
provide the list of accessorics
to carry out the checking and
inspection of the  machine.
The list was received on 19
Oct. 62and after this the machine
has been inspected and put
into operation.

It required installation for which

stores like cement, sand and
electric wire wcere  arranged.
The machine was installed
and is being utilized fully,

This plant was received by COD,

Agra during 19SS in a service-
able condition and had been
issued to a unit in the same

LIRS



WX-o914

21 I,

Spark Plug Cleancr

condition during April 1959.
It is not now held by the Depot.
It is understood that the plant
which the DADS is referring,
o was transferred by COD
Dethi Cantt. to COD, Agma
under Issue Voucher No. 4SD-
WIII-3097-NOM dated the
oth November 1961. This
plant had been returned to
COD, Declhi Cantt by a Field
Wortkshop Squadron on 19th
July. 1961. and was transferred
by that Depot to COD Agra
as this item is on their (COD
Agra) responsibility.  Itis stll
held by COD Agra as a stock
item for eventual re-issue after
repairs. The question of the
utilization by the Depot does
not arise. «

Wonrsnor Coy., EME

This machine is not being used This has been issued in place of
for want of blow pgun, an ‘WX-0561 Spark Plug Cleaner
important accessory of the and Tester 230 VAC,” autho-
machine. rised on the Unir’'s WET.
There is no part as “blow
gun” fitted in the machine.
‘The unit being in the process
of raising and not been commit-
ted to its formation for the
work. After the completion
of raising and commitment of
the unit to its formation, the

machine would be used.

gLl
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Recommendation

13. The Committee were concerned to note that due attention was
not paid to the utilisation or disposal of surplus machines which had
been lying idle since 1945. They understand from audit that even
taking into consideration the machines which are likely to be utilised
before 1965, 70 per cent of the machines will continue to 'be surplus.
They would like to observe that undue delay inthe disposal of surplus
machines results in avoidable loss due to attendant risk of deteriora-
tion of the machines besides erpenditure on their care and custody.
They, therefore, desire that expeditious steps should be taken for the
disposal of the machines not likely to be required for use within a
reasonable period. The Commitee also feel that the expenditure of
about Rs. 21 lakhs incurred on the care and custody of these machines
appears to be on the high side. They suggest that the position may
be examined to see whether this expenditure can be brought down.

[S. No. 18, App. II, 4th Report (3 L.S.)]

ACTION TAKEN

Government have since reviewed the policy regarding disposal of
surplus defence stores and have taken certain decisions which have
been indicated in the Ministry’s reply to Recommendation S. No. 11
(Paragraph 9) of PAC’s Fourth Report 1962-63 (3rd Lok Sabhe). As
a result of implementation of these decisions unserviceable and
obsolete machines which cannot be utilized will now be disposed of.

2. As regards expenditure of Rs. 21,00,000, stated to have been
incurred on the care and custody of the surplus machines, it may be
observed that this expenditure on the pay and allowance of staff was
not incurred exclusively for the custody/maintenance of surplus
12,235 machines, but covered custody/maintenance of stocks of the
entire machinery/spares and the receipts/issues in the machinery
sub-depots during the period from 1946-47 to 1960-61. Any attempt
to split up the expenditure to arrive at the proportionate amount
spent on the custody/maintenance of these surplus machines only
will involve colossal work in examining the old records for 15 years
and the result that may be achieved may not be commensurate with
the labour and time that may be spent. However, in view of the
revised disposal policy and/or gradual issue/utilisation of the surplus
machines, the expenditure on their maintenance is expected to be
reduced progressively.

3. D.AD.S. has seen.
(M. of D. OM. No. 11(7)/62/D (Budget) dated 5-6-63) ].

Recommendation

14, The Committee had come across a similar case in the past
where there had been delay of 12 years in deciding.about the location
of a depot and ammunition worth Rs. 45 lakhs had to ‘be downgraded
(paras 41—44 of the 35th Report of Public Accounts Committee 1960-
61). They regret to note that this is another similar case where the
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authorities had taken more than 10 years to decide about the perme-
nent location of the depot. The Committee also learnt from Audit
that in 1959 some pre-fabricated sheds were available and these had
been earmarked for this depot. It is surprising that even then no
steps were taken to provide at least some temporary covered accom-
modation to meet the immediate requirements of the depot, as the
provision of permanent accommodation would, in any case, have taken
some time. The Committee trust that the construction of building
for the Depot would now be expedited to avoid any further deteriora-
tion of the ammunition. )

[S. No. 20, App. II, 4th Report (3 L.S.)]

ACTION TAKEN

The project for the provision of accommodation for the depot has
been revised in accordance with the Emergency Works Procedure.
Government sanction for the revised project at a cost of Rs. 77,58,700
as against the original estimated cost of Rs. 140-85 lakhs has been
issued on 14th March 1963. Work on the project is expected to com-
mence in September 1963 and be completed in November 1964.

2. D.A.D.S. has seen.
M. of D O.M. No. 11(7) /62/D (Budget) dated 22-6-63.]

Recommendation

15. The Committee had an occasion to comment on the utilisation
of one of these cranes in para 18 of their 43rd Report (Second Lok
Sabha) in which case the width of the road in the depot was inade-
quate for its use. The fact that @ number of these cranes on receipt
remained unutilised for several years would indicate that there was
lack of foresight and proper planning in the purchase of these heavy
cranes. The problems concomitant with the use of ten.-ton cranes
should have been foreseen at the time of their purchase. The Com-
mittee note that all the cranes have been issued to workshops/forma-
tions. and hope that they would be fully utilised in future.

AcTion Taxew
The observations of the Committee have been noted.
2. D.AD.S. has seen.

[M. of D. O.M. 11(7) /62/D (Budget) dated 23-3-63].
Recommendations

16. The Committee were informed by Audit that provision reviews
conducted during 1958—60 disclosed even larger surpluses as compar-
ed with the figurey in earlier years. The reasons advanced by the
Ministry for not reducing the demand for the item in question are,
therefore, not very convincing. The Committee were informed that
the stock position of this item was being reviewed again as the wire-
less sets of which this item is a component were likely to continus
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tn service. They would like to be informed of the outcome of this
review and the progress of utilisation of the surpluses.

[Serial No. 22, App. II, 4th Report (3LS)]

ACTION TAKEN

As a result of the review conducted in April-May, 1963 and revi-
gion of Army’s requirements, the value of the components likely to
be rendered surplus has been reduced from Rs. 87,594 to Rs. 13,160.

2. D.A.D.S. has seen.
[U.0. No. 29(6) /62/SO3/D (O-I) dated 12-2-1964].

Recommendation:

17. (i) While the Committee share the anxiety of the Ministry to
dispose of the vacant lands and buildings only as a last resort after
exploring all avenues of utilising them by Defence Organisations/
other Ministries etc. they cannot overlook the fact that some of these
buildings were lying unutilised since 1947. It is, therefore, apparent
that due attention had not been paid to the utilisation/disposal of
these buildings resulting in considerable expenditure on maintence
and watch and ward staff besides unnecessary looking up of funds.
The Committee desire that this matter should now receive due atten-
tion and steps taken for utilisation/disposal of surplis buildings.

(ii) * * L ] *

[S. No. 23(1) App. 11, 43rd Report (3 LS.

ACTION TAKEN

A note relating to the project known as “No. 3 Sub-Depot, and
CMH” is attached (Enclosure) which has been concurred in by the
Ministrv of Finance (Defence) and DADS. Similar notes in respect
of projects mentioned in para 18 of the Audit Report Defence Ser-
vices, 1962, will be submitted separately. A general note covering
the entire range of ‘surplus lands and buildings will also be sub-
mitted separately.

[M.of D. OM. No. 11(7) /62/D (Budget) dated 22-6-1963].

Enclosure

Statement ¢hrwing action tcken or proposed tn bhe taken on re-

commendations at Serial No. 23 of the Public Account: Covmitiee
1962-63 contained in the Fourth Report (Third Lok Sabha).

The following areas of requisitioned/hired lands at No. 3 Sub-
Depot, and CM.H. were available for disposal—

No. 3 Sub Depot, Avadi C.MUHL 4
Requisitioned land .. 320 Ao * 300 &.1¢s
Hired land ~~ 20 acres 4 74 8Cres

340 acres 304 74 a.Tes

There are no Defence Ministry assets on the above lands which are
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.awaiting disposai at present. After the Defence Ministry assets had
been disposed of to the best advantage of the Government the land
thereunder had to be de-requisitioned/de-hired. While de-requisi-
tioning/de-hiring of land was in process, proposal of establishment
of a Tank Factory gained momentum in October 1961. Land require-
ments of the factory showed that these included requisitioned lands
on which certain military installations existed which were required
to be shifted to vacant lands at No. 3 Sub-Depot and CM.H. Accord-
ingly, de-requisitioning/de-hiring of lands at these projects had to
be suspended.

2. Firm requirements of land and buildings for the army includ-
ing that for the Tank Project are not yet finalised. The question of
change in the KLP location of Command Vehicle Depot for Southern
Command with which the lands requirements were closely linked,
has since been finalised. Firm requirements of land are now expect-
ed to be finalised without much delay.

Recommendation:

17. (ii) The Committee feel that the expenditure incurred on the
watch and ward is excessive. They were informed that the number
of watchmen appointed was according to the scale laid down by the
Government. The Committee suggest that the prescribed scale
should be carefully examined to see what economies are possible.

[S. No. 23(11) of Appendix II, 4th Report (3rd L.S.)].

ACTION TAKEN

It mayv be stated that no secales of watch and ward staff have been
laid down. Only chowkidars are employed for this purpose. The
number emploved depends on the merits of each case. such as the
number of buildings, the extent and compactness of the area to be
looked-after, the location of the camp, ete., and is decided by the local
executive authorities, It is not possible to prescribe the scales as
the requirements will have to be judged by the executive authorities
on the spot.

2. However, instructions have been Issued to Chief Engineers
stressing the necessity for periodical review of the strength of the
chowkidars employved on care of vacant lands/buildings awaiting dis-
posal with a view to achieving the greatest economy possible in this
respect.

3. Director of Audit, Defence Services, has seen.
[M. of D. O.M. No. 11(7) /62/D (Budget) dated 23-5-63].
Recommendation:

18. (i) The Committee feel that any additions or alterat ons in the
list of civil trade items which the Director General, Ordnance Fac-
tories, s authorised to manufacture for stock purpose, should have
prior approval of Government,
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(ii) The Committee would like to reiterate the recommenddtions
made in para 50 of their Forty-third Report (Second Lok Sabha) that
(i) the Defence production should not in any way suffer because of
the civil trade orders; and (ii) the costing of articles produced for
civil trade should be domne strictly in accordance with sound com-
mercial principles. They suggest that before taking up production
of civil trade items a proper survey of the prices and marketability

should also invariably bg made.
[S. No. 29 Appendix II, to Fourth Report (3rd L.S.)].

ACTION TAKEN
(i) This is being done.

(ii) Civil trade activities in the Ordnance Factories sre under-
taken in normal times in order to utilise spare capacities available
with them after meeting the requirements of the Services. Care is
always taken to ensure that such activities do not interfare in any
manner with production for the Services. Production sagainst civil
trade orders, for which commitments have already been made by the
factories, is suspended on receipt of Services order ro 3s not to affect
priority requirements of the Services. This situation has arisen now
and all civil trade activities remain suspended wherever they inter-
fere with Services Production.

2. The cost of articles produced in Ordnance Factories are com-
piled on the basis of conventional commercial principles. In offer-
ing quotations for civil trade also the ordinary commercial practices
are adopted. These quotations are related to what the market can
bear and in many cases it is possible to realise the full cost for or
higher than the full cost of production. Powers have, however, been
delegated to the General Managers of the Factories & D.G.OF. to
quote below the estimated full cost of production subject to a mini-
mum. Within this minimum and the full cost of production, the
actual price to be charged is determined by the appropriate autho-
rity in each individual case after taking into account the market
conditions and the prices and the state of work load on the factory
concerned at the time of acceptance of the order. Director General,
Ordnance Factories can also quote below the minimum estimated
cost with the prior sanction of the Government. The suggestion of
the Committee that before undertaking production of civil trade
items a proper survey of prices and marketability should invariably
be made is also being followed.

3. D.A.D.S. has seen.
[M. of D. O.M. No. 11(7) /62/D (Budget) dated 8-4-64).

Recommendation:

. 19. The Committee note with regret the failure 6n the part of the
(Urdnance Depot to suspend the order in 1957, even when they were
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#nformed about the surplus holdings as revealed by the provision res.
wiew. The Committee suggest that the question may be properly-
investigated, responsibility fired and remedial measures taken to
avoid a recurrence. The Committee would like to know the total

expenditure rendered infructuous as also the value of components
utilised elsewhere.

[S. No. 33 of Appendix II, 4th Report (3rd L.S.)].

ACTION TAKEN

Necessary instructions have been issued by MGO Branch on
7-1-63 to investigate the matter and to fix responsibility for not sus-

pending the supply order in 1957 with a view to take appropriate
action and to avoid recurrence.

2. The total expenditure rendered infructuous as a result of the
cancellation of the order was Rs. 1,16,439. The value of the surplus
components since utilised is Rs. 31,197, thus bringing down the financial

loss to Rs. 85,242. Efforts are being continued to utilise the remain-
ing components,

3. D.A.D.S. has seen.

(M. of D. OM. No. 11(7) :62/D(Budge:) dated 3-7-63].
Recommendation:

20. The case referred to in para 34 of the Report is indicative of
lack of proper planning. Before procuring the stores the capacity
of the Naval Dockyard for special refit work should heave been taken
into conkideration, The Committee hope that these stores would be
fully utilised in the next 2 to 3 years.

[8. No. 37 of Appendix 1l 4th Report (3rd L.S) ]
ACTION TAKEN

The observations of the Committee have been communicated to
the authorities concerned for their information and guidance and
they have noted them.

D.A.D.S. has seen.

(M. of D.O.M. No. 11(7)/62/D (Budget) dated 28-2-1963].
Recommend.. .ion:

21. The Committee deprecate the inordinatedeley of over ten years
in the revision of Regulations for the Indian Navy, which has result-
ed in the sanction of the staff for this purpose being extended from
time to time. The Committee hope that this work would now be
completed without further delay.

[S. No. 38 of Appendix II, 4th Report (3rd L.S.)].
ACTION TAKEN

The observationg of the D.A.C. have been noted. Sanction for
the staff was not extended beyond the 31st December, 1962. Every
effort is being made to complete the work expeditiously.

2. D.AD.S. has seen.
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Recommendation

22. The Committee regret that large discrepancies amounting to
lakhs of rupees in the accounts of aircraft spares have remained un.
reconciled for the last 13 years. The situation had warranted imme-
diate effective action after the discrepancies were detected. The
Committee are unable to wunderstand why the representatives of
Hindustan Aircraft Ltd. which is a Government agency, were not
fully associated with the court of enquiry appointed by the Air Head-
quarters in 1856. Such a joint enquiry would have been helpful in
settling the discrepancies. The Committee suggest that the whole
matter (including the dispute over the pricing of stores supplied to
Hindustan Aircraft (Ltd.) should be brought to an early settlement,
and they should be informed of the results in due course.

[S. No. 39 of Appendix II, 4th Report (3rd L.S)].

ACTION TAKEN
The question of referring the case for decision by arbitration or
otherwise is under active consideration of Government. The P.A.C.
will be informed in due course of further developments in the mat-
ter.

2. As a remedial measure, fresh instructions on the accounting
procedure of Air Force equipment were issued in 1959.

3. In January, 1960. Government established an L.AF. Storage
Depot at Hindustan Aircraft Limited which will take over all the
I.AF. stores at present in the custody of H.AL.; several items com-
prising such stores have already been taken over by the Depot.

4. Director of Audit, Defence Services has seen.
[M. of D. OM. No. 11(7) /62/D (Budget) dated 16-5-63).

Recommendation:

23. The Committee consider that irregularities in this case appear
to be serious. They would like to know the final outcome of the
investigations and the action taken against the persons concerned.

[S. No. 42 of Appendix II, 4th Report (3rd L.S.)].

ACTION TAKEN

On examination of the findings of the Court of Inquirv, it was
revealed that the Court had not called one important witness whose
evidence was material for reaching a satisfactory conclusinn.  Instruc-
tions are heing issued that a Court of Inquiry may be assembled
again to record the evidence of the individual concerned »nd make o
fresh assessment in this case. A report will be submit'ed 1o the
PAC when the case is finalised.

[M.of D. OM. 11(7)/62'D (Budget) dated 11-4-63].

Recommendation:

24. The Committee desire that vigorous efforts should be made
to finalise the old cases of losses and result intimated to them in the

. course.
[S. No. 43, Appendix II of Fourth Report (Third Lok Sabha), 1962-63)
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ACTION TAKEN

Recommendations of the Public Acecounts Committee have been
noted for necessary action.

2. It may be mentioned that out of a total of Rs. 4'05 crores out-
standing on 1st April 1961, losses totalling up to Rs. 1:01 crores have
already been finalised upto 30th April 1963. Remaining cases are
under active consideration in consultation with all concerned.

3. With a view to early clearance of old outstanding cases of
losses it has been decided to set up an ad hoc Committee at Gov-
ernment level 1o examine and finalise all pending cases of losses upto
end of 31st March, 1961. Government orders constituting the ad-hoc
committee are under issue.

4. Instructions huve been issued by Army Headquarters to Lower
Formations {rom time to time stressing the necessity for prompt in-
vestigation and finalisation of cases of irregularities. This aspect has

again been brought out in E-in-C’s letter No. 43344/E2A, dated 29th
June, 1962.

5. DADS has seen.
[M.of D. OM. No. 11(7)/62/D (Budget), dated 12th November, 1963}

Recommendation:

25. The Committee suggest that the reasons for delay in resale of
gonds in these cases should be investigated and necessary instruc-

tions issued to ensure that resale of goods after default of the initial
bidders is erpedited.

{S. No. 44 of Appendix II, 4th Report (3rd Lok Sabha)]}
ACTION TAKEN

The reasons for the delay in reauction have already been investi-
gated before according sanction for the write off of the losses.

As regards instructions for the prompt resale of goods after de-
fault by initial bidders, detailed instructions were issued on 13th
August, 1958, stipulating that the interval between the date of expiry
of the delivery period and the date of re-auction should not exceed 10
weeks and that the resale should be effected, as far as possible, in
the minimum time. These instructions have been reitera‘ed to ali
concerned on 5th November, 1962, In view of this , such delavs are
not likely to arise in future.

DADS has seen. .
(M. of D.OM. No. 11(7)/62/D (Budget), dated 11th April, 1963}
Recommendation:

26. The Commiittee would reiterate the recommendation mede i pave
10 o/ their 43»d Report (Second Lok Sabha) that a decision on this
guestion of tha future set up of the Canteen Stores Department,
wiveh hax been pending for ceveral years, should be taken earln.

{S. Nu. 45 of Appendix 1], 4th Report (3rd Lok Sabhal]
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ACTION TAKEN

In pursuance of the recommendation made by the P.A.C. in para--
graph 83 of their 17th Report, Government have been exploring-
various possible methods of implementing it. In this connection a
high level meeting was held in January, 1962 with the Comptroller

and Auditor General who suggested the following two alternative
courses of action:—

(a) The business of the Canteen Stores Department (India)
could be transferred to a Statutory Corporation created
under a special Act of Parliament, which Act would pro-
vide for all the concessions enjoyed at present by the
CSD(I). In that case the business of the CSD(I) would
be governed by the provisions of this statute and the
accounts and estimates would be excluded from the Public
Account of India and the Consolidated Fund of India.

OR

(b) A Canteen Stores Fund may be created within the Public
Account of India, with the approval of Parliament signified
by a token vote. An appropriate omnibus entry for re-
ceipts and expenditure may be provided for in the Con-
solidated Fund Account of India.

2. The tentative view of the Defence Ministry was that the second
alternative would be acceptable. The budgetarv aspects of the se-
cond alternative are under examination of this Ministry in consulta-
tion with the Ministry of Finance (Defence & Deptt. of Ecohomic
Affairs). The latter has suggested a revised budgetary procedure
which is under consideration. Every effort is being made to finalise
the matter.

3. DADS has seen.

[M. of D. OM. No. 11(7)/62/D (Budget), dated 23rd March, 1963)

Recommendation:

27. The Committee would like to know the final decision taken in
regard to the future set up of the Soldiers’, Sailors’ and Airmen’s
Board, which may be expedited.

ACTION TAKEN

So far only three State Governments, namely Rajasthan, Assam
and West Bengal and one Local Administration, namely Himachal
Pradesh have agreed to make the Boards permanent departments of
Government and, among them, the Government of Assam and the
Himachal Pradesh Administration have issued the necessary orders.

Replies from the remaining State Governments and Administrations
are still awaited . .

Director of Audit, Defence Services has seen.
[M. of D. O.M. No. 11(7)/62/D (Budget), dated Bpoth April, 1963].
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ELEVENTH REPORT (Third Lok Sabha)
4 Recommendation:

28. The Committee feel that on the basis of the revised scale éor
"‘A’ vehicles given by the Director of Electrical and Mechanical En~
-gineering and the Director of Ordnance Services’ own experience
-about the utilisation of ‘B’ vehicles spares, it should have been possi-
ble in this case to furnish a list of doubtful items to the firm at the
time of signing the contract. Such an action could have largely avoid-

ed gross over-provisioning (45 per cent of the value i.e., $5,73,000)
“that actually occured in this case.

[S. No. 12 of the 11th Report (3rd Lok Sabha). Appendix IlI
to Part I]

ACTION TAKEN

The mere receipt of a partial scale is not sufficient to enable the
DOS to pick up items which can be deleted or reduced from the indent.
‘To assess the revised requirements in accordance with the new scale,
it is necessary to carry out a complete review of the entire range of
the concerned equipment. For example if a scale is received in res-
pect of an item applicable to a particular equipment of a particular
mark, then while assessing the requirements for that item it would
be necessary to review the requirements also for other marks of the
.same equipment in case the item is applicable to those marks. In the
‘present deal the Director of Ordnance Services could not have pre-
pared a list of doubtful items merely from the revised scale on the
basis of past experience. To find out such items it would have
been necessary for him to undertake not only a review of the hold-
ings in the Depots but also to take into account the stock position
with the EME Workshops as also the total liabilities. Along with
‘this he would have had also to consider the various items which were
inter-changeable with each of the items as issues-in-lieu. Further-
more, as pointed out by the Director of Electrical & Mechanical
Engineering in his evidence before the Special Committee, it would
not have been correct for the Director of Ordnance Services to have
reduced the requirements on the basis of only the utilisation as far
as overhaul requirement was concerned. Maintenance requirements

have also to be taken into account in assessing the total requirements
of a part.

In view of all these considerations, it would not have been possi-
ble for the Director of Ordnance Services to have prepared a list of
doubtfu! items as envisaged by the Committee. However, the only
items which were then considered doubtful from the point of view
.of procurement from the firm were those in respec: of which indi-
genous sources of procurement were being tapped. A list of such
items was duly furnished to the India Supply Mission, Washington.

The DADS has seen.
[{M. of D. U.O. No. 29(7) /63/D (OI), dated 9th March, 1964].

Recommendation:

29. The Commiteee feel gravely concerned at the lack of technical
“information with the Master General of Ordnance Organ_:sat,aon in
.not establishing the inter-Changeability of ‘Rzeppa Joints’ and



186

‘Bendixr Joints’. The Committee hope that this failure would be
suitably taken notice of and mecessary action taken to strengthen
the arrangements for such technical information, as suggested by the
Special Committee. The Committee are glad to be informed by
Audit that the Ministry have issued instructions that prior concur-

rence of the indentor should be obtained before supply of ‘in liew
ttems.

[S. No. 15 of Appendix III, of 11th Report (3rd L.S.)].
ACTION TAKEN

It will be recalled that while dealing with the acceptance of
‘Rzeppa Joints’ in lieu of ‘Bendix Joints’, the Committee of Secre-
taries had drawn attention to two points—

(a) whether the provision in the contract regarding the supply
of in lieu parts was proper; and

(b) whether it was not possible for the technical authorities
to anticipate that Bendix Joints which they were ordering

weri substitutable by Rzeppa Joints of which they had a
stock.

2. In regard to (a), the Committee felt that considering the past
difficulties in securing these (MT) spares, the provision for supplyv-
ing interchangeable parts in lieu appeared to be reasonable. In the
note containing Government's comments on the recommendations/
observations made in the Report under reference, it had becn stated
that it had been decided to ask the Ministry of WH&S to delcte the
relevant provision in the contracts in future and make it oblivatory
on the part of the suppliers to obtain the indentors prior approval
before supplyir 1 in lieu items. Instructions were issued on the 27th
January 1962 that the procuring agencies abroad should insert a
clause in the contracts relating to the procurement of Defence stores,
including those for the Navy and the Air Force, making it obligatory
on the part of the supplier to obtain the indentor’s prior concurrence
before acceptance of any ‘in lieu’ or ‘substitute’ stores except that
no back reference to the indentor need be made in cases where an
old Part No. has been superseded and the contractor proposes to
supply the superseding part number and such superseding part is
other-wise capable of fitment on the relevant equipment without any
modifications or change of attaching parts/fixtures. The observance
of these instructions should eliminate any repetition of the supply of
substitute stores of which the indentor may have surplus stocks.

3. In regard to (b) above, the Committee had suggested that
arrangements in regard to the collection of such technical informa-
tion should be strengthened. The position in this regard is that res-
ponsibility for establishing issues in lieu is primarily that of the
Ordnance Depots and Technical Development Cells attached to the
Depots. Due to the very large and fast influx of items during the
last war, establishment ¢f commonalities by the authorities holding
sealed particulars could not be attended to fully but the work has
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lately been done by the Ordnance Depots with the assistance of Tech-
nical Development Cells. In fact, the Army Headquarters had been
seized of the matter even before the Special Committee’s recommen-
dations, and detailed instructions have been issued from time to time
by the Director of Ordnance Services to the Commandants of the
Ordnance Depots emphasising the necessity of establishing as many
items as possible which could be issued in lieu of other items and
could he made available to meet the demands. The instructions
cover the problem from all possible angles. It has been reported to
this Ministry that during the period of 2 years ending 31st October,
1961 commonalities were established and issued in lieu made in
about 4,000 items.

The above is reported for the information of the Public Accounts
Committee.

The DADS has seen,
[M. of D. O.M. No. 11(2)/60/D Budget, dated 29th July, 1963]

Recommendation:

30. The Committee consider it unfortunate that the suggestion to
obtain prices through the India Supply Mission, Washington made
earlier by both the Financial Adwvisers, Defence Services and Minis-
try of Works, Housing and Supply was not implemented.

[S. No. 19, Appendix III, 11th Report (Part 1) 1962-63, Third
Lok Sabha)

ACTION TAKEN

We furnish prices the I1SM would have invited tenders, the res-
ponse to which, according to past experience, had been poor. It
had not been possible for them previously to get quotations for a
large number of items and consequently indents had remained pen-
ding for long periods. In view of this, it was not considered advis-
able to follow the normal procedure of asking the ISM to obtain
and furnish prices of the various items.

2. DADS has seen.
[(U.O. No. 29(14/63-D(O-v), dated 18th September, 1963].

Recommendation:

31. The Committee are not convinced of the validity of the argu-
ments advanced for the non-acceptance of the proposal of
the Depot authorities in 1950. The fact that in 1961 pre-
fabricated shedding gould be actually constructed at a cost of Rs. 5'6
lakhs only for 60 per cent of the holdings of the depot, reinforces the
observation of the Committee of 1960-61 that the non-acceptance of the
proposal in 1850 was a grave error. The Committee are also sur-
prised how the total cost of the project (providing Nissen huts)
was estimated at Rs. 34 lakhs by the Board in September 1951 as
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aagdinst the original estimate of Rs. 685 lakhs vidi i
-huts. This clearly exhibits a J;av:k of proper sgrmutig:;, s‘:m
-and judgment on the part of the authorities concerned.

[S. No. 21 of Appendix III, 11th Report (3rd Lok Sabha)]

ACTION TAKEN

The observation_s of the Committee have been noted. However,
1in regard to the difference in estimated costs of the project, it may
be clarified that the original estimate of Rs. 685 lakhs for the erec-
tion of 274 Nissen huts was only a preliminary assessment of the
‘cost of the Huts. This did not include provision for any ancillaries.
The estimate for Rs. 34 lakhs catered for 351 Nissen-huts (Rs. 8-68
lakhs), ancillaries (Rs. 8:72 lakhs), technical facilities (Rs. 318
lakhs), security measures (Rs. 7:07 lakhs), land acquisition (Rs. 3.84
lakhs) and contigencies etc. (Rs. 2:31 lakhs). This explains the
reason for the difference in the estimates.

[M. of D. O.M. No. 11(2)/60/D (Budget), dated 31st August 1963]
' Recommendation:

_ 32. The latest position regarding the review of pension reguia-
“tions and the measures taken to remove delay in pension payments
‘may be furnished to the committee.

[S. No. 28, Appendix to eleventh report (1962-63), Part I1II]

ACTION TAKEN
Latest position regarding the review of Pension Regulations

The general review of Pension Regulations for the Defence Ser-
~wices that had been in progress, with the aim of making the Regula-
tions upto date, was‘completed in 1961 and the revised Pension Re-
gulations for Army and Air Force were published on the 4th April

1961. However, Pension Regulations for the Navy have not been
published so far. This is for the reason that the Naval Regulations,
unlike to Regulations for Army and Air Force, are required to be
-gtatutory regulations made under the Navy Act, 1857. To suit legal
forms and requirements, the phraseology of the Regulations has been
-under examination in constltation with the Ministry of Law. The
Navy (Pensions) Regulations, 1963, are expected to be published
shortly.

Apart from the work of re-editing, all orders of a permanent
‘nature issued upto the 31st August 1960, have been incorporated in
the revised Pension Regulations. This has facilitated ease of re-
ference and application of rules in individual cases by various au-
thorities, thereby acclerating speed of disposal of pension cases.
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Latest position regarding the pr
against

ra 3 under column 5

osed measures mentioned in
No. 28 of Appendix to the

Eleventh Report of P.A.C. (1962-63)—Part II1.

Proposed measures mentioned in
para 8 ibid.

Latest position

3(b) It has been decided to revise
the existing ruleg relating to sub-
mission of claims to retiring/
service pension or gratuity, and
disability pension in cases of T.B.
patients, so as to permit the pen-
sionary awardg being sanctioned
by the competent authority upto

The proposal to empower sanction-

ing authorities to issue sanciions
to pensions two months Dbelorc
the date from which the orders
are to take effect, has been ac-
cepted and the decision in this
regard incorporated in the revis-
¢d Pension Regulations (This de-

two months before the date irom
which the sanction is to take
effect. (This applies to person-
nel below officer rank).

3(c) Proposal for delegating powers
of decision to lower authorities
in respect of certain tyvpes >f pen-
sion cases are under considerx-
tion.

cision applies to all officers and
personnel of the Defence Ser-
vies).

The proposals for delegation o!
powers on varjous matters to the
Chiefs of Staff and to other zutho-
rities have been finalised and
orders issued in this respect on
the 4th July 1960.

The work relating to investigation
and verification of family pension
claims in respect of JCOs/ORs/
NCs(E), and corresponding ranks
of the Navy and Air Force, was
transferred from DS S.&A.
Boards to the Recruiting Orgarni-
sation with effect from the Ist
April, 1960, However, on accoun!
of the heavy recruitment pro-
gramme during present Emergen-
cy ‘he Recruiting Organisation
tound it difficult te cope up
with the work relating o investi-
gation of family pension claims
The work has, therefore been
‘ransferred back to the DSS &
A Boards as a temporary measure
for the duration of the present
Emergency from November 1962

General Remarks

.Apart from the above a number of
proposals aimed at further -poed-
ing up disposal of and ~urtaiting
avoidable delavs in finalisation ot
pension cases are under conside-

ration of an‘mment

2. Director of Audit, Defence Servicés h;as seen.

[M. of D. UO. No. F. 28(1)/63/D (Pensions/Services),
August, 1963]

3(d) With a view to minimising the
delays which occur in the veuifi-
cation, through the local civil
authorities, of particulars of
claimants to family pension, a
proposal to utilise the scrvices of
members of the Army Recruiting
Organisation for the purp-se s
under consideration.

dated 3lst
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