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SI. Name of Agent 
No. 

1. Andhra University Gene- 
ral Cooperative Stores 
Ltd., W a h r  (VI- 
sakhapatnarn) . 

2 G I .  Lnkshmipath); 
Chetry & Sons, General 
Merchants & News 
Agents; Newpet, 
Ghandragiri, Chittoor 
District . 

1iI lIXR 
-1. Amar Kitab Ghar, Pos: 

Hox 78, Diagonal 
Road. Jamshcdpur . 

5 .  'Jngriti', Bhagalpur-2 , 

n. Lok Milap, District Cuurr 
Koad, 13havn.igar . 

7. T h e  N e w  Ordcr n o d  
Company, Cllis Hri.lpe. 
Ahlneciahad-6 

,. The National Law House, , 
Near Indorc Library, 
Opp. O1.l Ilirll Court 
Ruilding, In.!or~ 

r .  Modern Uook House, 
286, Jawahar Ganj, 
Jabaipur-I 

1 . 1  'The Kalpana I'uhl~chzrs. 
Uooksellers, 
Trichinopoly-3 

MAHARASIITKA 
r r .  Tile Imperial Ih).>k 

! kpot, 266, Mahatma 
Gandhi Koad, Poons . 

12. The Popular Rook Dcpor, 
Lamingto:~ Itosd, 
13ombay-7 . 

I 3. hlls Sunderdaa Gianchnti, 
601, Girgaum Road, 
Near Princeno Street, 
Hombag-2 . . . 

I 4 .  'The International Rook 
House, (Private) Ltd., 
r4, Ash Lane, Mahatma 
Gandhi Koad, Bombay- 

S1. N m e  of Agent 
No. 

15. The Internatioml Hook 
Service, Dcccan Gym- 
khana, Poona-4. . 

16. Charles Lambert and 
Company, 101, Mah- 
atma Gandhi I<oad, 
Opp. Clock Tower, 
Fort, Bombay . 

17. Thc Good Companions, 
Raspura, Baroda. 

18. The Current Book House, 
i(Maruti Lane, Raghu- 
natti Dadaji Street, 
Rombay-I . 

19. Deccan Book Stdl Fergus- 
son College K a d ,  
~'oona-4 . . . 

20. X'hc New lbok Com- 
pany (PI Limited, 
K t a b  Mahal, 188-90. 
Dsdabhoi Naroji Koad, 
Bombay . . . 

2 1. Makkalapusmkb Press, 
Halamandim, Gandhi 
Xagar, Hangalore-9 . 

22. People's Book 1-louse, 
Opp. Jaganmohan Palace, 
Mysore-: . 

23, I'crvajc i 3 m k  House, 
Koppikar Kond, Hubh 

OKISSA 

24. The Cuttack Law Times 
Office, Cutmrk-2 , 

25 .  E b a  Vidyrrbhaban, 
t;aatcrn 'Tower, Room 
No. 3, Bhubaneshwar-I. 

26. The English Book Ikpot, 
78, Jhokc Road, 
Ferozepore Cmn. . 

RAJAS'SIIAN 

27. Information Centre, 
Govt. of Kajusthon, 
Tripolia, Juipur Cie. 
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APPENDIX m 
MINISTRY OF COMMUNITY DEVEIX)PMENT Q CO-OPERATKR? 

(Department of Community Development) 
Statement showing Action taken ur proposed to be take*& on the r t  

commen&tions of the PAC. 
EIGHTH REPORT (Thi7d Lok Sabha) 

Recommends tion 
1. The Committee are not convinced of the utility of the post of thr 

Social Edwatioruzl Organbet. They Cnrst the Ministry will take 
up this matte?. urgently and either merge the duties and fun&- 
tions of this e r n  with another or abolish the post altogether. 

[S. No. 18 of Appendix IV to the Eighth Report, 196263) 
A m o ~  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 m e  changes took 
place In the functions of the Social Education Organisers. Based 
on the recommendation of the Annual Confe~ence of Community 
Development held in 1960, the State Governments were permitted to 
combine the functions of the S. E. 0. with that of the Padmyrt 
Extension Officer or the Sub-Deputy Inspector of Schools ia 
blocks, where they were not able to provide a separate functionary 
for Social Education. The Ministry communicated to the State Cov- 
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 W n g  different functiaha- 
ries, depending on the number of functkmwks available and the 
quantum of work. The emphasis in the job of the Social Education 
Organiser was shifted to organisational w o e  osganisathn ai ywak 
mandals and other associate groups. Some of the State Govefpmenb 
have accordingly combined the poet uf Social Education 0 r g a n . k ~  
with that of the Panchayat Extension OBBcer or the EdUCBMOII E b  
tension W c e r  in blocks. Even where. the Social Education Organi- 
ser has been given a composite role, in the fleld either ad Eduation 
or of Panchayats, in addition to that of Sooial Education, it was e m  
phaalzd that his principal b s k a  relating to Social Education should 
not M e r  and for this pupow he should cmtinue to Pecerive the pres 
crlbed kaining. This was reiterated by the recent Cdereace # 
State Minibtern ad Community M a p o n e n t  and Panebayat5 Raj. 



3. With the introduction of Village Volunteer F o m ,  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- 
matimam-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 4L.h April, 19641 
Recommendation 

2. In t he  opinion of the  Committee,  t he  production purchase or 
translation of books should not be undertaken bg the  Ministry 
of Community Development & Cooperation. T h i ~  function should 
better be left  either t o  t he  Ministrz! of Edzicalion or to  t he  
Ministry of Information & Broadcasting who are in a bettcr posi- 
tion t o  ensure the  correctness of the. facts contained in fl7c boolcs. 

[S. No. 20 of Appendix IV to the Eighth Report, 1962-631 

The Scheme for the production o f  literature as visuaiised by t h ~ s  
Ministry is primarily meant for the members o f  thp Panchzvnti Rnj 
Institutions, cooperatives etc. who are engaged in Commun,tp Drve- 
lopment and Cooperation programmes and not csclusivcly for neo- 
literates. The scheme is implemented jointly by the Min~strles of 
Community Development & Cooperatjon, Education and Information 
and Broadcasting. The Ministry of Community Developmc.nt & Co- 
operation, which possesses the ncccsswy technical knowlt.dqc of the 
requirements of  Community Development and Coopcr*a1:on pro- 
grammes, selects the subjects and draws up synop-ic. Selection of 
books/  manuscripts on these subjects is done hv the Ministry nf Edu- 
cation. Rendering in regional languages, printing, price fixation as 
well as distribution are done by the Ministry of Information 6: Broad- 
casting. 

2. In the initial stages of the scheme there was not good res- 
ponse to the invitation for entries of books and manuscripts on 
approved subjects. As a result, hooks which h3d w o ~  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 



:echerne should be re-oriented and funds allotted should be exclu- 
:sively utilised for the production and distribution of literature con- 
lducive to the concept of ommunity Development, Panchayati Raj 
a n d  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, 19641 
Recommendation 
3. 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 
Ministrg should also make periodical assessment of the physical 
targets achieved so that a watch may be kept on the prog?.ess 
made in diflerent spheres. 

[S. No. 21 of Appendix IV to Eighth Report, 1962-631 
A c n o ~  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 
t o  ascertain the extent to which the Plan outlays have been utilised 
in the prescribed manner, accordinq to the priorities fixed, and to 
assess whether the physical nchievemcnts 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 
t h e  level of each Block. If this proves successful and Block level 
estimates of agricultural production are obtained as a regular fea- 
ture, it will he possible t o  relate the progress in making available 
various inpxts with the end result of increase in actual production. 

[O.M. No. 27/7,'63-Bud., dated 4th April, 19641 



APPENDIX IV 
MINISTRY OF EDUCATION 

Action taken. or proposed to be taken on the  recommendations of t h e  
Public Accounts Committee 

EIGHTH REPORT (Third Lok Sabha) 
Recommendation 
1. A detailed statement regarding submission of utilisation certifi- 

cates by voluntarg welfare institutions in respect of grants' 
given t o  t h e m  b y  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 o f  Appendix IV to Eighth Report (1962-63)] 
A c n o ~  TAKEN 

T h e  requisite information has already been submitted to the 
Public Accounts Committee vide i tem No. 4 of  the  statement en- 
closed with the  Ministry of  Education's O.M. No. F .  5-21162-SW.3,. 
dated 22nd March 1963. 

[O.M. No. F. 6-3163-A.8, dated 9-8-63] 
Recommends tion 
2. The Committee desired to be furnished with the following fttrther 

in fona t ion:  - 
( a )  a statement regarding purchase and maintenance of jeeps 

b y  the  Board fw 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 bee,n 
received. The Committee, therefore, defer their c m m e n t s  o n  
tkese aspects of the question. In. the mean time, i n  view of the 
paramount need for econbmy, in the background of the zational 
emergency, the Committee would like the  Ministry to  explore the 
possibility of curtailing e-nditure incurred b y  the Central Social 
Welfare Board. 

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

ACTION TAKEN 

T h e  information regarding jeeps and the  CSWB's expenditure has 
M y  been submitted to t h e  Public Accounts Committee vide items 

No. 2 and 3 of the statement enclosed with the  Minbt  o f  Educa- 
l im98  OM. No. F. 5-21/62-SW.3. dated the 22nd Nlarch 3 3 ,  address- 
ed to the Lok Sabha Sectt. (not printed). As regar the Commit- 
tee's absenartim regarding economy in the Central % ocial Welfare 



Board's expenditure, steps have already been taken in this direction. 
Thus at the time of reparation of the revi$ed 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 la&. 
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. 6-3163-A.8, dated 9-8-63] 

Recommendation 
3. ( i )  The Committee regret to  observe that the mistake in noti- 

fication issued by  the M/E.A., which showed the appointment of t h e  
oficer 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 th is  
type do not recur. 

( i 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 oficer 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 (196263) 1. 

(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 B ~ a r d  was based on some 
misunderstanding. A copy o f  the recommendation and Report of the 
PAC (including this particular recommendation) has been sent to 
the Ministry of External Mai r s  for guidance. No specific action on 
the part of this Ministry is necessary. The recommendation has. 
however, also been nded 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. 63/63-A.8. duted 94-63] 

4 The Committee take a serious view thgt an orgareiscrtiorr, tikc 
the  Central Social Welfare &mi, fed by Gottt. gnmb, shotrld W 



persisted in following irregular procedure, resulting in defatcation, 
regardless of objection b y  audit and directives b~ Govt. The Com- 
mi t t ee  trust that the Ministry of Education wilt, henceforth, be more 
eflective i n  ensuring not only proper utilisation of their grants but 
&o strict compliance wi th  their directives, by the Board. 

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

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 7:) ytber of measures had 
since been introduced to improzye the accoz~ntz.!y and cash procedure 
i n  the Central Sociol Welfare Board. The Committee trust that the  
introduction of these measures u~ i l l  result in the clch!ezwment of the 
end in view. 

[S. No. 28 of Appendix IV to 8th Report, (1962-63)] 
A c n o ~  TAKEN 

The Committee's observritions have hccn noted. 
[O.M. hTo. F .  6-3/63-A. 8 dated 9-8-63] 

Recommendation 
6. The Con~viittce desire tha? the Depnr:inental proceeding should 

be finalised at an early date cnd repor: made to tbcn l .  
[S. No.  29 of Appendix IV to 8th Report (1962-63)] 

The Committee's observations have been notcd. A I3rpar!meni:11 
Commitiee cons:sting o f  the Chairman, Ce!~tral S ,cia1 W~l f ' n r e  U : x ~ r d  
(Chnirmsnj and Deputy Educatiunal Adviser, Socia! \Yc;::::.cx i.)i\,i- 

sion, Xinistry of E d u c r ~ ~ i o n  (hlember) has since 1m.n sc! up. The 
Co~nrnittcc is espcr.?eci to,finalise its rcport by 19th De:cmhcrr 1963. 

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

Recommendation 
7. Urlzile the Committee appreciate the circurnstnnces i n  u-hich 

the  Education Dcpar~ment,  l'ripura had to undcrtnlce depart1nentn2 
construction of burldtngr. they see no justificntion on the pnrt of the 
Depart,nent for ~ ~ ~ ~ t l t d r u u ~ ~ n c J  e,rcessi~w funds from t he Tre(zsury 
during the  last  few dnys of the financial ?par as also fhezr failure to 
execute formal ugree~ncnts with confrnctors or take earnest money or 
securit!y deposit from them. The Committee are nlso tlnnhlc to 
undersmnd how, in the ahence  of rneas~~rernent bonlcs, the Depart- 
ment could ensure that the pnyincnfs made to the  contmctdrs were in 
conformity with the uctlcal work done by them. The Committee 
trust that care will, henceforth, be taken by the Department t o  
obviate the recurrence of such inegulanities. 

[S. No. 30 Appendix IV to the 8th Report 1962-631 



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(l)-Fin (13) /63, dated the 6th June, 1963. 

[O.M. No. 6-9/63-A. 8 (Vol. 11) dated 9-12-63] 

Recommendation 
8. While ugreeing with the view of the Ministrp that the appoint- 

ment of Chartered Accountants for auditing the accounts of each 
camp umild not be commensurate with the expenditure invoIved, 
the Committee feel that i t  would be useful to have the accounts of a 
g r o u p  of c a m p s  audited every year in rotation. T h e  Committee 
wmtlrl nlso l ike to reiterate their earlier recommendation that the 
auditors for this purpose should be appointed with the approvd of 
the Coniptrollcr and A u d i t ~ r  General, who should further be autho- 
r i ~ e d  f r ~  issue clirections to the n.ndi:ors i n  rcuard to the manner in 
u-ltlch the a c c n ? ~ t ~ ? , s  shnll be audited. T h e  Committee also suggest 
t h n r .  in Y ; C W  o f  ;!:c larqe scale qmnts. that are being gi7:cv: i 9  the 
Bhnrat Semk Snmaj, the feasibility of associating one of the oFficers 
o f  t k c  Jllnl 'urry of  Fitlnnrp u.ltl1 the Sarnaj to tender advice in 
fir:nncial mntrery ma3 nlso be e.ramined. 

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

The rcwmmcndatim m:?de hy ?he P1.1blic Accoun?~ Committee for 
the appointmcnt of a few intcrn:ll auditors by the Bharct Sevak 
Snrnaj ha.< i - ) c ~ : l  f~~ r t l - ' # . r  c>sa!nint.d. T h e  Government d(3 not cmsi- 
c i c ~  i :  n c ~ ~ ~ ~ - ~ ~ : ~ ~ ~ ~  t o  in:p!ement this recommendation a: present as the 
p:ittern of c:imp movcment hns since bixn revised from th?  csrrc'n: 

f i ~ ~ ; i n c - i ~ ~ l  >.c,nr it,.it!l ~.iTe:.i f:cm 1 s t  .\pri!, 1963. The Scheme of Labour 
:incl S:~cbial Srrvice Camps has since been reoriented ~ v i t h  a vieis to 
n,sscssi:?,p to t v h n t  extent wlf-sufficiency could be achieved. In these 
camps only rc?:t~uncrwtive pr;rjccts nre proposed to be taken up and 
the hcncfrcinr.y aqenc:. is espectcd to  pay for  the labour put in by 
t,hc students on t h r  projects in !hose camps. In view of the chsnged 
situation it is likely that the Snmaj will not be able to conduct its 
nl:in:,. cs:in7p.: 3 s  !hey hnii hif!lcr:o been co!~dr.~zting. Acci?rdin$!p the 
conr.cssion c ~ t c x l c d  to them that the camp accounts may be audited 
b y  thc Eltwk Dcv:~loprnc!~t O,rlicess.*Inspectors of Schools. Headmas- 
t c v s  and  Principals o f  Fchools and Coneges, Local Fund Auditors, 
Officers of thc Co-operative Department etc. has been wi:5clrawn. 
T ~ P  ru1t.s and  conditions of t h e  reoriented scheme require that ac- 
count!: of all tht. cnrnps should bc nuditcd hy Charte~ed .4ccoi1ntnnts. 
In the. circumstnncc:; the question of appointment of internal audi- 
tors does nht anise as the camp accounts will now be audited by char- 

tered accountants. 



The task of reviewing the grantsrindd given to Bharat Sevak 
Samaj by different Central Ministries will be performed by tbe Co- 
ardination Committee on Public (bqeratim. 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 sanotioned. 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] 

Recornmenda tion 
9. The Committee observe that the maps sold to the general 

public constitute a small proportion of the total number of maps 
issued by the Map Record & Issue Ofice, Dehra Dun. The Commit- 
tee, therefore, suggest that the question of ficcing ad hoc prices of 
these maps and thereby effecting economies in the maintenance of 
cost accounting staff for determining the cost of these maps, mag be 
urgently examined by the Ministry. The extent of savings in annual 
recuning expenditure as a result of this measure may be intimated to 
the Committee. 

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

A c n o ~  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. Thc 
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 
Axed 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 o t  a c i e n c y  
of the printing establisplments end has worked &fsfactoril . In, 
view of this and as no special staff is employed by the $ta~ey o 1 India 



Department on cost accounting it is felt that no change in the &t- 
ing prcmdure is called for. 

[S.R.C.A. O.M. NO. .F. 7 (5) /162-kc. &at& 28-8-1963] 

Recommendation 
10. The Committee regret to observe thut the plant p u r c b e d  by 

the Cent~al Food Technological Research Institute, Mysore, at a co& 
of Rs. 2.00 lakhs for large-scak manufacture of Tapioca Macaroni hru 
not been utilised for the intended purpose since Janua~y, 1961. Thc 
Committee desire that egorts should be made fm the  mum utili- 
ration oj the plant, failing which steps should be tuken for i ts disposal. 

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

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 es 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 uan- 
tities which were produced and paid for by that Govemmat. h e y  
were satisfied with the possibilities and therefore asked for the 
design and estimates for a bigger plant with a capacity of 20 tonv per 
day. This was furnished by the Institute. 

The Plant has various components fm wlit operations and these 
.different units are being used in connection with other experimental 
programmes. The latest developments in the line relate to the pro- 
duction of 'weaning foods with high proteb contents' and the 'ready- 
to-eat pre-cooked foods' for the Armed Forces which have been 
appreciated by the U.N.I.C.E.F. and the Army Headquarters in the 
context of the present National Emergency. 

In a,ppreciation of the work done on protein rich foods at the Ins- 
titute, the (NIH), United States d AfTlerica, National institutes of 
Health, have recently sanctioned a major project costing Rs. 38.00 
ilakhs and this Plan is being utilised as a major research equippment 
for this research work. 

The Council of Scientific and Industrial Research has noted the 
observation of the Committee that the Plant should be fully u t i l i d  
and steps in this direction will be taken. 

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



Recommendation 
11. The Committee were informed that the price of the plant had 

been fhed at Rs. 44,407. The party to whom the plant had been sold 
was a big firm in Kerala (should be Madras State). I t  had n27 early 
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 eflected. 

[S. No. 81 of Appendix 1V to  Eighth Report (1962-63)J 

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 hladras. 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 formzl aeree- 
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 1:rm 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 nnd'equipmmt which was fixed at 
fi. 44,407.25) and the amount payable by the C.S.I.R. to thc 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 Arm 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 CouncIl of 
Scientific and Industrial Research." 

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



APPENDIX V 

MINISTRY OF EXTERNAL AFFAIRS 
Statement showing action taken m proposed t o  be taken on the re- 

commendation of the  P.A.C. 

THIRD REPORT (Third Lok Sabha) 

Recommendation 
1. The Cornmittre note that while there has 'been some improve- 

ment i n  the situation some of the  notes were received i n  the  Lok 
Sabha Secretariat more than two  months after the presentation oj 
the Appropriation Accounts to  Parliament. The Committee expect 
the Ministries strictly to  adhere to  the  prescribed t ime limit and 
trust that every endenvour will be made t o  avoid similar delays in 
future. Had thc Ministries furnished their notes i n  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- 
embcr, 1962 sessim. 

ACTION TAKEN 

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

2. One rrnsatisfactory feature noticed b y  the Committee was that 
out of 11 voted Grants in which excesses occurred in as many as 5 
cases. amounts were surrendtved as late as i n  March, 1961. This 
would show that the  Ministries concenzed did not have a correct 
apprecmtron of the trends of expenditure against these gratits right 
upto thc end of the Financial year. The Committee would like the  
Ministrg of Finance t o  t-samine this aspect in detail in  c m u l t a t i o n  
u>it?r !he  hlinistries *oncerned, so as to  a w i d  such anomalous srtua- 
tions in future. 

.~CTIOX TAKES 

The observations of the  Committee have been noted and neces- 
sary instructions issled t o  311 concerned. 

Recomnicnda t ion 
3. The  Committee o b s ~ r v e  from the notes furnished to  them hy 

the Ministries conccrr~ed that, as in the previous years, the e.rcesses 
were primarily dice to dcfccti1.c nssessment of reqtrirenaents i n  the 
budget and in the rer-iscd estimates. In some cases m;sclirstification 



;in accounts was partly responsible for the excesses. T h b  would 
indicate the imperative need for greater attention to  estimating, con- 
trol over progress of expenditure and prompt reconciliation of the 
~depcrrtme.nta1 figures of  expenditure wi th  those of the  Accounts 
@$ices. 

The observations of the Committee have been noted and necm- 
sary instructions issued t o  all concerned. 
Recommendation 

4 The Committee find from one of the explanatory notes on ex- 
cesses that the Ministry o f  Finance have atready issued clear ins- 
tructions in June 1957 regarding provision for cha~ged e x  enditure 
to meet payments of awards, Decrees, etc. likely to  'be d e against 

.Government during the year. They trust that these instructions 
would be followed strictly in  future and thut in regard to provision 
;of fuw to meet the expenditure on account of arbitration awards/ 
C a r t  Decrees and their correct accounting, there will be no over- 
sights or misunderstandings. 

The observations of the Committee have been noted and neces- 
sary instructions issued t o  alJ 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 wi th  the State Government concerned and the Accounts 
Officers and ascertaiwd the extent of debits likely to be raised 
Obviously this was not done. This only confirms that there has been 
lack of close 2iaison between the Administration and the concerned 
State Governments and Accounts Ofices. The Committee consider 
t h t  there is a need for closer co-ordination anwngst the vafious 
departments concerned with the object of ensuring that the expendi- 
ture does not exceed the voted grants. 

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

A Note will be sent separately du l y  vetted b y  Audit. 
[O.M. No. ~ / 7 3 4 0 l ~ u d 4 3 3 : 6 3 - ~  & A. Ill,  dated 36-9-63]. 

26-9-63 1. 
EIGHTH REPORT (Third Lok Sabha) 

, Becommenda tion 
6. The Committee feel that enough attention is not being paid t o  

the tribal areas. They suggest that a mall  advisory committee con- 
sisting of members of Parliament from the areas may be constituted 



to advise Government on matters concerning the development of the 
areas. 

[S. N.o. 8, Appendix IV, 8th Report (3rd Lok Sabha) ] 

(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 actunlly paid to the area, schemes are formulated 
and funds provided for the maximum possible acceleration of effort. 
I t  is usually the limitations of terrain, personnel and logistics rather 
than n lack of interest or a lack of desire to  progress quickly that 
sometimes results in shortfalls. 

( i i )  The figures of expenditure from 1953 onwards show the rapid 
increase. These are tabulated below: - 
Ycar Asssm Riflcs Education Ecnn. D v. of Tat31 Budget 

Tribal Ar. as Grmt. 

Rs . Rs. R s. 

The slight apparent decrease in thc total Budget Grant for 1957- 
58 was dut t., the tr;.r:.;:c>r of Tuensang Frontier Division in NEFA b 
Nagaland. 

(iii) The increase in expenditure has rt..snlted in solid physical 
achievement. The educational s!atistics c:-c summarised below: 

t i  1 a t i  Position Rcmarb 
o ' J!d .p:.nd:nce today 

At the time of Indcpendencc, there was only one single Matri- 
culate in NEFA and due to the lack of e n  educational base, the next 
group t , f  3 students could only sit for Matriculation in 1954. Now that 
*is b:!.ie has been satisfactorily widened, rapidly increasing numbers 



are becommg amilable far higher education. This year 35 studentb 
matriculated. Their quality is also excellent. During each of the last 
two years Matriculation success percentages have been over 70fjl, as 
aompared 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 hmlth 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 a t  R m k e e  and special emphasis is being laid on 
technical education. 

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

(vi) NEFA now has 91 health Units and 14 Moblle Mcdlcd Teams 
as against 15 at the time of Independence. It has nlready surpassed 
the all-India average with one doctor for every 2.800 people and one 
hospitr.! bed for every 370, although &stances 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 957, and the spleen rate around Pascghnt fr3m 90 
per cent to 4.8T0. BCG teams have inoculated nearly 70,lrOO proplc. 
Smallpox inoculation is in progress and Goitre is being con?rrlled by 
the distribution of iodisal salts. 600 villages have bcncfit!ed from 
water supply schemes. 40 NEFA girls have been !rained n. Junisr 
nurses and 18 boys ns Health Assistants at the NEFA FTeal+h 'Training 
and Research Institute. 

The commercial extraction of timber has increased twelvefdd and 
forest revenues have risen from 3.41 lakhs in 1951-52 to 36 Gj lalrhs 
in 1962-63. Forest plantation and regeneration programmes arc cx- 
panding. NEFA now has a co-operative Rice Mill, three tribnl saw 
mills and is canning and bottling its own orange squash and pine- 
apples. 

0 

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

9. Agricultural a n d  I ~ l . ~ , , . , ) - k  farms have been established and 413 
Gram Sevaks including 300 Tribal candidates trained in NEFLI'~ own 
institution. Agricultural implements worth Rs. 4,72,000 and 1,47,000 
h i t  grafts and seedlings have been distributed on subsidy. Many 
areas of hEFA 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 s m l l  surpluses are now becoming available for 
sale to Government staff in the interior. 

There are now 43 m-operatives-Consumer, transport and milling, 
with a share'capital of Rs. 2,81,62,000, as against 5 cooperatives in 
1956-57. 



Even more important has been the widening of the horizons uf 
the people themselves. There are many instances of active help 
givcn to our forces during the recent operations. They welcomed the 
administration cm its return and have volunteered in increasing 
numbers for the Armed Forces, Assam Rifles and Home Guards. 

[OM. No. Q/Aud./7340/30/63-BA. 111, dated 3-1-64] 

Recommendations 
7. The Committee jeel that in 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 t o  be informed 
o f  the final disposal oj  plots which could not be utilised for t h e  pur- 
pose ,for which they were purchased 

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

'fhv Cornrn~ttee's recommendat:vn has been brought to the notice 
of all 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 w hcln relations with Pakistan be- 
ccmc rnllrcb cordial No progress In this case has been passible so 
far. I 

8. The. Committee Jeel that proper ! : s ts  and s t ; .ck  registers should 
Irci~:c bectz nla;-:ait~ed when the ful.t!itzire was originally received 
cmd also  i i 'h~7i  i: .toas t ransferr(._1 to  cnother place. h'on- 
mcldntcttar~rt, oj X ! L C ~  registers S ~ . I L U S  l a x i t y  on the  part of 
.scip?rz~!::ory cr~7i.cer.s. The!( toould rcitercrte their recomrnenda- 
ticm in para 65 of theit Fort:/-Second Report (Second Lok Sabha) 
atid dcs ire  rhat rhe Ministr?/ of Ester-in1 Affairs should take steps to  
wtisjg itself rhn: at least now stock rqIst t ' rs  for fi~rnitute etc. are 

cll:ctnitlcd b71 all the Indian nlissions abroad and that the  stocks a te  
t~ritjcd r ~ h ~ i s j ~ l l ~ i  (IT regular iu ter~miv  arid reconciled. 

fS. No.  34-Annesure IV. 8th Report (3rd Lok Sabha)] 

r2s :1 lu\sul; of pcrsislal: and cont~nuims follow-up action, Stock 
Rcglsttm froru 72 M!ssions (including Karachi Mission) have al- 
ready \wen I ' ~ Y ' c I v ~ + ~  though with miror deft* Only 18 Missions 
haw no t  bcvn able to complete this work as yet. 

As regards Riirachl, it may b& rqt~ntiontd that there are more 
than 250 I n d ~ a - ' ~ ~ . w d  Officers and members of Staff on the rolls of 
this Mission. The relevant Stock Registers have been cmpilcd on 
thc basis of physical verification and other reconis available with 
them and a copy of r ach  has been received in this Ministry. 

As re&& physical verification, 46 Missions (including our M b  
sian in Peking) have completed the work and sent physical verificp. 
tian certificate9 to the Ministry. 



The dcfaulting Missions have been reminded and they have re- 
ported thak ,they have taken the necessary steps to complete the 
work of physical verification. 

Recommendations 
9. The Committee are uizhappg to note that in spite of the fact 

that conlplete and detailed instructions with regard to maintenance 
of accolc~lts ltnd already been issued by the Ministry of Exterttal 
Aflairs, some of the Missions did not observe thena. They would like 
the Min.istr?l to enjoin 2 1 ~ 0 7 ~  the Missions the importance of strictly 
observing suclz instructions. 

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

A c n o ~  TAKEN 

I t  has once again bee,n enjoined upon all MissionsIPosts of follow 
the instructions meticulously. 

Ruwmmcndations 
10. The Committ-c take  a serznus note of the disregard of the fin- 

ancial rules by oflcers in high position who nr? e.qwcted to set 
examples in st~cit matters for other staf. They Hope that t h e  Minis- 
try will take suitable mrasures to avoid a recurrence of such. cases in 
future. 

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

A c n o ~  TAKEN 

N a t d  9 

Necessary instx-uctians have been issued. 

Recommendations 

11. The Committee are perturbed 0 2 7 ~ ~  the neglig~nce on the part 
of the supervisory officers in not exercising proper checks and tnking 
things for granted which f~cilitated the en~bezzlement. T h w  regret 
to note that there has been some delay in finalising action 'againsD 
the delinquent oficers. The Committee recommend t hn t  a thoro~igh 
investigation of this case should be made, responsibilitv fired and 
suitable action taken against the delinquent ojticials. The CommS'-  
k e  would also like to be apprised of the results of this investigation. 

[S. No. 37-Appendix JV, 8th Report (3rd Lok Sabha)] 
A ~ O N  TAKEN 

The two locally recruited messengers who embezzled Government 
money were prosecuted in court and both of them were convicted to 
terar, 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 i t  would not be advisable to start such prmeedings against them. 
They are making payments in instalments of small amounts. 



The ques t im of responsibility of the Supervisory office= sud staflt 
for the loss t o  Government is still being investigated 
Recommendations 

12. The Committee would like t o  observe that if, prompt and ode- 
qwlte action had been taken when  Audit pointed out bad state of 
accounts of the Consular section i n  November, 1958, this subsequent 
embezzlemew could have perhaps been avoided. The  Ministty 
should examine this aspect of the  case also. The Committee would 
also like the  case against the  Supervisory officer t o  be  & W d  ep- 
peditiousl~ and the Committee be apprised of the  same. 

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

The officer who committed the  embezzlement has been disrriissid 
f r m  service. In the departmental proceedings against the supe- 
visory officer, the penalty o f  Censure has been imposed on him on 
the advice o f  the U.P.S.C. 
Recornmenda tions 

13. The Committee are unhappy t o  note thut  in this case a h ,  the  
supervisory officers have failed to  discharge their duties efficiently 
and vigilantly.  They  hope that the  supervisory oficets wilt come 
up to  expectations and streamline the working of the  various Indian 
Missions abroad. Theg hope that action ag.rninst the  supetvisory otfi- 
cers coucerned would be completed soon t h e  Committee apprised e j  
the same. 

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

The court cnsc against the India-based Cashier, w h o  committed 
the cmSczz1~ment is still procncdinp. As advisd by Special Police 
Es?n!~li,brncnt, the act im against thc supcrvisory officers has to 
w:~it t:!1 t!lc court case agninst the cashier is dccided. 
Rwornn~rwdntions 

11. TI:e C m n ~ i t t e e  are s l r r p r i s ~ d  to n ~ t e  that althouph the Minis- 
tr?/ got thc. i ~ fo rmn t io t r  almlil t J ~ i s  case as en~1p  as December, 1960, 
tl:c!, : 1 1  formed I hc . 4 ~ 0 1 i ~ 1 t f i ~ t  Gcneral, Crvtral Rewnues, onlu in 
F e h r ~ t n r j ; ,  1962, n n d  that  thc explanation of the  supervisory o c r m  
tr.:r,s trlso c.i?Tic.d f1,r ns Ict,? aa.i .Fcy!)runr!y, 1963. The?! hope th::t a( .inn 
agnin::! t h c ~  d c f ~ u l t i t ~ a  ~. . , ; ' irc~$ fnr irrrgrtlnrities atzd lapses in t+is 
cnsc ~ 2 1 1  bc cotnplctcd car13 and t h e y  will be i n j m e d  about i t  ;n 
due course. . 

[S No, 40-Appendix k, 8th Report (3rd Lck Snbha)] 

'Rlc ,defalcation in questicm was done b y  t h m  acts af malfea- 
sance:- 

(a) one. by nltcring a cheque for b. 9,9000. 
(b) second, by for,ting and encashing n draft ffor Rs. 12,000. 



(c) third, by encashing thres cheques (total value of 
Rs. 14,972) and not accounting them in Accauht B o o b  

(2) m e  negligence cm the part of supwvisoay officer in the case 
ob 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 drtdt. No supervisory officer of the Mission 
could be made responsible as  the blank fonn on which the draft for 
e~cashment was made out did not come from the set of forms issued 
to the Mission. As regards t h e  third embezzlement, disciplinary ro- 8 ceedings have already been started against the supervisory o cel- 
responsible. He has submitted his reply to the charge sheet which 
is under consideration. 

(3) The Government or t h r  Reserve Bank of India have not 
d e r e d  any loss XI far as the second act of malfeasance is concwned. 
Only the collecting bankers hnvc 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 frne of Rs. 5,000. 

(5) As regards the firs* and third acts of malfeasance, Special 
Police Establishment wcrc ronsulted whether criminal proceedings 
could be initiated in India. S.P.E. have intimated that criminal pro- 
ceedings are not called for sinw 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 proceedincs could be initiated for the recovery 
d the lass 

[O.M. Yo. Q (Aud.) / W O  (1) 163, d a t ~ d  29-8-65] 



APPENDIX VI 
MINISTRY OF FINANCE 

Strrtement showing action taken 07 proposed to  be taken on the 
recommendations of the P.A.C. 

SEVENTH REPORT (THIRD LOK SABHA) 

Re~ommcudation~ 
1. ( i )  The Committee regret to note that even curcording 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. I t  
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 i )  The irregularities disclosed in  the Audit Report on the Ao 
counts of the Administration for the years 1958 and 1959 present a 
dismal picture of the manner in  which the Administration was corrc 
ducting its affairs resulting in  avoidable loss of public money. 

(iii) 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 o f  these loans are now overdue. In view of the fact 
that the estabiishment charges incurred on the realisation of these 
loans come to nearly 10 per cent of the recoveties, the C o n ~ i r t e e  
wotild urge that v igoro~~s 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 
ecnnomical t~mrking of the Rehabilitation Finanre Administration 
Unit. its estn blishinent charges should bo periodicallp reviewed in 
the light of the outstanding cases and suitable economies effected. 

[S. No. 6 ,  A p p .  111, 7th Report (3rd Lok Sabha)] 

ACTION TAKEN 

( i )  a:>,! I I . )  The remarks have. been noted. It may, however, be 
mcntiorlt d, 1:; !!I L.S connection. that the.Rehabilitation Finance Admin- 
istration was established in order to grant speedy assistance to dis- 
placed pcrsons migrating from Pakistan to establish themselves in 
businss or indwtry .  Whilc all reasonable efforts were made by the 
erstwhile Rehabilitation Finance Administration to grant loans on 
commercial consideration yet, in granting assistance. it could not 
divorce i t ~ ~ l f  'from humnn consideration necessary for handlin 
prnblem of the magnitude which this country faced in a large num C r 



QI 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 Umt was established in the Min~stry, the 
number of outstanding loan accounts was 11,688 wjth the staff strength 
of 215 persons. On 30th Junk.  1963 the strength of the staff was 155 
and the number of outstanding loan accounts were 9,100. The cstnb- 
lishment expendhre ,  at prebenl, is about Ks. 50,000 per month. The 
staff position is constantly undw review to effect suitable economies. 

This note has been wtted by Audit. 
[O.M. NO. F. 1 (33)-Gorp 63, dated 6-1-64] 

Recommendation . 
2. The Committee w e  not satisfied with this errplanntion. 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 pioture of the cost 
of various products. 

[S. No. 31, Appndix 111, Seventh Report (3rd Lok Sabha)]. 



The Narcotics Commissioner has reported that I.M.O. Cake and 
I.M.O. Powder are manufactured in the same section by the same. 
labourers. Some of the labourers employed on the I.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 I.M.O. Powder during 
the period in between two stirrings. It  is dimcult, 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. etc. 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. 271 11 163-Co-ord., dated 4-4-64] 
Recommendation 

3. The Committee urge that in cases involving high stakes, ali 
pros and cons should be considered before entering into an agreement; 
validity of contractual documents should be ensured beforehand, and 
egective administrative machinery should be set up to keep a vigil 
on the performance of the parties concerned. The3 would also like 
t h e  nlinistries concerned to take prompt action on the recommendu- 
tions of the Committee. 171 a case where a Ministrv is unable to im- 
plement any ~ecommendation. the reasons therefor should be com- 
municated to the Comvzittee nt an earl!/ date. 

[Serial No. 39 (second sub-para), Appendix In, 7th 
Report (3rd Lok Sabha)] 

The recommendations of the Committee have been accepted by 
the Go\wnmcnt and broug?:t t.) :iir notice of all the 3linistries'Dr.part- 
mcnts for information and compliance. 

[O.M. Xo. F.ll ( 2 2 )  - E l 1  (A1 63. dt:ed the 1s t  Ocrobcr, 19933. 
[O.M. Yo. F .  lC(10)-E.G.1. (3) 63, dated 21-18-63] 

Keconlmcndation 
4. The Cotnrnittet. U!7TCC t ~ i t f l  !he rie :.s of t h c  Comp?roI!er and  

Auditor-Genernl anti rclwf?f~r~end !!~c.lt rhe ;~ractice of declaring d'tri- 
dend froril the gc7tc>r.nl rc::crnl ftind i n  circ~~mstances disclosed in t f r i s  
case should bt? discotir i n u e d  fortlry.it7r.. 

[S. No. 14. App. 111: 7th Report (3rd Lok Sabha)] 

ACTION TAKEN 
Instructions h a w  ~ C I I  issued to all thc hlinlstries. 



the correct picture of the Board is available. Similar provision should 
be made in the case of other autonomous bodies, wherever does not 
,&st already. 

[S. No. 69, App. 111, 7th Report (3rd Lok Sabha)] 

Necessary action i s  being taken. 

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 Annuul 
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 eforts should be made to reduce the 
expenditure on administration and establishment in  the Public 
Undertakings to the extent possible without i n  any way impairing the 
efficiency. 

[ S .  Nos. 72 & 74, App. 111, 7th Report (3rd Lok Sabha)] 

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

ElGHTH REPORT (Third Lok Sabha) 
Recommendation 

7. The Committee desire that the present procedure of including 
savings under floatation of treusurg 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 IV, 8th Repvrt (3rd Lok Sabha)] 
ACTION TAKEN 

The matter is undeg consideration in consultation with the C o m p  
troller & Auditor General. 

Recommendation 
8. The Committee arc far from happy over the practice of surren- 

&ring funds in the last month of the financial year. They desire that 
serious notice should be taken of the disregard of the instructions 
issued b y  the Ministry of Fjnahce in this behalf. 

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

Instructions h a w  been issued for the guidance o f  the administra- 
tive authorities. 

Becommenda tion 
9. The Committee would like the Ministry of Finance to examine 

whether it would not be desirable to keep the Parliament informed 



.when the bosM and ttern of central assistance to the States as o ~ p  F' d y  crpproued by arliament subsequently undergoes a change. 
[S. No. 19, Appendix IV, 8th Report (Third Lok Sabha) ] 

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

10. The Committee take a serious view of the lapse on the p a n  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; fm, this involved a 
contravention of an important principle of Parliamentary Control over 
expenditure. They desire that the Ministry of Finance should issue 
necessary instructions to all the Ministries to ptevent recurrence of 
wch carer. 

[S. No. 41, Appendix W ,  8th Report (Third Lok  Sahha)] 

Instructions have been issued in this connection. 

11. The Comm~ttee ulould like to be apprised :tr due course of the 
resrrlts of the arrangements for watching the proper exercise of finan- 
(wl powt7rs delegated :,) s u  bo-dinate authorities, introduced under the 
tnrtrwtions issued by the Ministrv of Finance on 26th Octobet, 1962. 

[S. No. 44. Appendix IV, 8th Report (Third Lok Sabha)] 

The Committee's observations have been noted. 

12. The Committee propose to deal with the general question of 
&ration of a l imit on expenditure on works not included in the budget 
estimtes separately in a subsequep report. 

IS. No. 98(i). Appendix IV, 8th Report (Third Lok Sabha)] 

Necesssry instructions have already been issued in pursuance of 
the Committee's recommendations in their Tenth Repcrt (Third Lok 

:Sabha) . 
, [OM. No. F. 8(7)-B/63, dated 11-12-63] 



Recommendation 
13. The Committee would like the  Ministry of Finance tow 

impress upon the spending authorities the need for strict compliance 
wi th  the recommendation of the  Public Accounts Committee made. 
in para 21 of  their Report o n  the  accounts for 194647 (pre-Partition). 

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

A c n o ~  TAKEN 

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

14. The Committee have from time t o  t ime stressed t h e  importance 
of  prompt disposal of audit objections. They  would desire the  Min- 
istry of Finance to issue necessary instructions to  all concerned so 
that necessarv 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)] 

T h e  recommendations of the  Commi;tec have been brought t o  the 
notice of a l l  the Ministries for guidance/compliance. 

[O.M. No. F. 18 (12) -E.G.I. (B) /63, dated 30-8-631 

Recommendation 
15. In extenuation of the savings over gmttts, it was urged before 

the Committee that at present there was no concept of balancing tlre 
revenue budget with tuxatlon and capital budget wrth loans. The 
targets of taxcrtion and borrouying were ulso fixed over a pcriod of 
five years. and as such gap between estimates and expenditure 7cas 
not ronlly n m u t t e r  o f  cot lcun  to the present k ~ t ~ d  o f  wononzy. The  
savzngs only reduced the amount o f  deficit fimnclny. While the  
Conmzttee appreciate t h e  Fina?lce Mil:lstr?lls point o f  v iew,  they  
feel that tlie qut?stion should not be l o n l ; ~ d  clt from thls 
angle. Large savings are ~ndicative of I)ud l ~ ~ l d g ~ t i n ~  ns 
they clearly prove the inahiltty t o  spend usefully the  funds 
tc ~ h r *  v.7 ~ T T L L  n~t ic ipn fed .  In the cnrltext of the dcvdoprl?clnt 
p lms  it becomes all the more necessary that the ndmin- 
i.c;trat;ve Ministries should frame their estimates more reaEisticall?j 
so that Parliament is not asked to  vote for funds which canttot be 
utilised. The year 1960-61 being the last vear o f  the Second Five 
Year Plan should have made up  the  shortfalls in  t h ~  planned expen- 
diture of  the  earlier years. 

IS. No. 2. Appendix TV, 8th Report (3rd Lok Sabha)] 

A c n o ~  TAKEN . 
The recommendations of  thr: Cnmn.'t*l h n v ~  been brought to 1 .h~  

notice of all thn Minislrie-, for @~idanrc/c, mpliance. 



16. T'!. ~ T o n : ~ r t ' * ! 7 ,  feel concerned t o  find that savings continue to  
occur ist the schemes executed by the State Governments. T h e y  
desire that tile system should be reviewed with a view to  providing 
for realistic estimates in this bel~alf in the  budget placed before 
Parliament. 

[S .  No. 25 ( i i ) ,  Appendix IV, 8th Report (3rd Lok Sabha)]  
A c n o ~  TAKEN 

Thc observations of the Committee have been brought t o  the  no- 
tice o f  all the Ministries for guidance/compliance. 
Recommendation 

17. The Committee suggest that the present prucedure regarding 
mnking of budget provision for imported equipmzttt should be re- 
viewed to remove diffi'rulties. At the time of making provisicn for 
such equipment, the possibility of their procurement within the  fin- 
an.cbal year should be carefully examined; otherwise, only a token 
proz:ision should be included in the budget to  be followed by a supple- 
n~erttary grant, if nccessarp. The Comm'+tee also feel that closer 
coordination b e t u w n  indentors and suppliers w i l l  also ease matters. 
The?) would reiterate the recommendatio~zs contained in para 5 of 
their Report on the Accounts for 1947-48 (Post-Partition) and para 
15 of their First Report (First Lok Sabhn).  

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

The observations of  the  Committee have been brs..wght t o  the no- 
tice o f  all the  MinistrieslDepartments. 
Recommendation 

18. ( i )  The Committee feel concerned over delays in finalisation 
of pension and Provident Fund cases, which are mainly attributable 
to notz-submission of papers to Audit itt time, incomplete records and 
protracted correspondence over v ~ a k i n g  clarifications. It is regrettable 
that even in the Ministrg o f  Finance about 60% of pension cases (i.e. 
367 out of 621) were not forwarded to  Audit i* 1960-61 before the  
retirement of the officers cz?cn. 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. 

( i i )  The  Committee werp nssured that the  procedure regarding 
final isa tion of pension and  Prov ide-t Fund final payment cases was 
kept under constarrt review and instructions were issued from tiine 
t o  time for the  expeditious finalisation of cases. The C o m m i t t e ~  
desire that serious ?totice should be taken of disregard of these ins- 
tructions. It should be particularly ensured that service documents 
of M ~ c e t s  are kept upto-date to avoid dificulties at the  time of rctire- 
ment. I t  is needless to  over-emphasize that Govenzment should aim 
at avoiding fingncicrl hardship to  pensione~s, and their depetduntg 
resulting from delays i n  settlement of their cases. 

[Sl. No. 43 (i) and (ii), Appendix TV, 8th Report (3rd 
Lok Satha) 'J 



Necessary instructions have been issued to various administratire 
Ministries impressing the need for the expeditious settlement of. 
FensionIFinal payment of Provident Fund cases. 

19. The Committee are swrprised that no acknowledgements had 
It!>l7n kept on record for the  moneys advanced. They desire that strict 
orders should be issued for following the  rules properly. 

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

The observations of the Committee have been brought t o  the. 
notice of  all the Ministries/Departrne.nts for information and guidance 

[O.M. No. F.  18 (13) -E.G.I. (B) /63, duted 30-3-643 

NINTH REPORT Third Lok Sabha 

20. While the Committee u p p ~ e c i u t e  the force of the contei~trorc 
that the budget of the year is to be viewed in the context of the  PZun 
wherein both ?,he total expenditure and resources are assessed for the 
Plan period, they newrthelcss feel thut these annual estimates are 
significant stages touards the achievemer,: o f  the Plan targets. 
Further, the arrnual budget is thc main inst,rurnerzt of financial control 
hy Parliament. To  the extent thore are shortfalls in  planned cxpen- 
ture and under-estimati,ng of revenue, the .economy would seem to 
indulge i n  exaggerated infla.tionary expectatio* implict in the deficits 
shown i n  thc annual budgc:: estimates. In the Committee's view it ir 
obvious that the situation calls not only for greater drive t o  achieve 
the planned targets of developmental oxped i ture  but also for a closer 
estimate of resources and expenditure.. 

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

The. rxommendation of  the Committee has been bought to  the 
notice of all the Ministries for guidancelcmpliance. 

v i d e  O.M. Po. %.I8 (13) -E.G.I. ( B )  163, dated 1 7 - 3 4 ]  

21. The C m m i t t e e  feel that the  administrative ministries should 
be asked t o  work out the details of the  variws projects and schemes 
included in  the Plan well. in advance of their inclwzon in the budget 
estimates and that Finance Ministry should not relax its scrutiny to- 
see thut only such of the schemes an@ projects ate included in t h e  



Imdget estimates as have a reasonable 
through during the  financial year. 

[S .  No. 5 of Appendix V 

ACTION TAKEN 

prospect of being carried 

to the 9th Report (3rd Lok 
Sabha) ] 

The recammenda:ion of  the Committee has been bmght to the 
notice of all the Ministries far guidance/compliance. 

[Vide O.M. No. F.18 (13) -E.G.I. (B) 163, dated 174-64 ] 
Recommendation 

22. The Committee note that the  settlement of terms and condi- 
tions of loans granted to States for rehabilitation of  displaced persont 
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 an3 loans are actuallu given b y  the  Central 
Government. 

[S. No. 18 o f  Appenhx V to the 9th Report (3rd Lck 
SaSha) ] 

The recommenda?ion of the Committee has been brought to the 
notice o f  all the Minlstries/Departments for  guidance!cornpliance 
with necessary instructions 

[Vide O.M. No. F.18(13)-E.G.I.(B) ,'63, dated 17-3-64 ] 
In mgard  to the se?tlernent o f  the terms and conditions o f  the 

loans gi.~n;c.tl to States for the rehabilitation o f  displaced persons, 
the Depanmtmt of Rehabl;i!ation have been requested to send t h e  
final reply to thf. Lok Sabha Secretariat. 

[Deptt. of Erpendrture O.M. No. F .  18 (13) -E.G.l. (B) 163, 
dated 17-3-64] 

&commendation i 
23 The Coinmrttee recogntse that to deal wi th  stresses and 

strams, and dwparitres clrwnq tn  a proceas of planned economic 
growth, fiscal measures hat?? to be taken in  the  course of the  year 
wluch ma?( not be fores.pen at the time of f r a ~ i n g  the  Budget. Con- 
sequently there n u y  be tmriattotrs. They  gathered the  impression 
however, that hy and large, the variations were due to other factors, 
mainl?y, lack of firm sratlstical basis and conservatism in assessment 
of revenue. The Corntnittee have dealt with these aspects in regard 
to Cwtoms  Ret-em~e in para 4 o f  their Sixth Report (1962-63) on 
Revenue Receipts. They feel thut the same deficiencies are notice- 
able in respect of estrmates of  Excise Revenue and of the  Income and 
Corporation taxes. 

The Committee trust that the Mimstry will keep under constant 
watch the  reported tenderrc?~ anionq Revenue Oficers t o  t tL . -kr -  
esttmate the  collecrion of  revenue so that it does not prejudice f r a m  
ing of accurate estimates. In the  opinion o f  the  Committee an  overall 
variation erceedlng 3 to 4 per cent shotild be regarded as a matter 
of concern sequiring special remedial measures. 

[S. Nos. 2 & 4 o f  Append& IV t o  9th Report (3rd Lok Sabh?)] 



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. oJ the total 

under-estimate was attributed to higher production than anticipated 
in  respect of items alreadg under excise underlines the need jor bas- 
ing the estinratcs on 'better statistical data as regards trends of  pro- 
dtiction o f  excisable goods. 

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

The Committee's observations have been noted. 
[Deptt. of Rctvenur O.M. No. F. 27114163-Conrd. 

dt. 13-9-63] 
( F .  NO. 3611 1163-CXI) 

Recommcndat ion 
25. The Comtn . t r~e  trusr that the Central Board of Revenue will 

exercise due r .gi lance to see that  the necessary steps for recovery o f  
tax demand are tcken ulith sufficient promptitude to avoid the arrears 
of tax  being eventually declared as irrecoverable. 

IS. No. 8 of Appendix IV to 9th Report (3rd L.S.)] 
ACTION T ~ E N  

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. 16131163-IT) 

TENTH REPORT (Third Lok Sabha) 
Recommendation 

26. Tlw Cvrnmzttee a$ree, subject to the introduction of safeg,uards 
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  not constitute a 'new form of service' as proposed 
b y  the Ministry of Finance. New works i n  these categories estimated 
t o  cost above this limit should be undertaken after obtaining a supple- 
mentary grant or an advance f rom the Contingency Fund. It was 
agreed that this arrangement would be subject t o  an annual review in 
the  light of the works sahctioned b y  Government. 

In order t o  see that the Finance Ministry may q ~ t  as an eflective 
dnstmment t o  promote p r q e r  budgeting, the Committee suggest 
the reapproptiation of funds to new works estimated t o  cost Rs. 10 
lakhs or more each should require ?Tior apprwal of the M i n m  



.of Finance. In other wwds, the delegation qf powers to  reappro- 
@ate funds for new works costing Rs. 10 lakhs w more, but not 

.exceeding Rs. 25 lakhs, will operate in this sense that instead o f  
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) 1 

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

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 
Zakhs 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)] 

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

Recommendation 

28. While the Commit tee agree that criteria for deciding essentia- 
lity of uyorks cannot be rigidly laid down, it should be possible for the 
Ministries concerned to exercise t heir own judgment in circumstan- 
ces of each case, whether the w m k  is of such a n  urgent and essen- 
tial nature ns cannot be postponed in the public interest. The Corn- 
mittee denre that this should prominently'be brought to  the notice 
of all concerned. The  Committee have no doubt that the golden 
rule, that new works, u9hich are novel or contentious, or, which, while 
small at the outset, involve heavy liabilities i n  future years, ought 
not, save in very exceptional circumstances, be undertaken without 
previous autliwity of  Parliament, will be strictly observed by the 
Minist ty  of Finance. 

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

ACTION TAKEN 

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

[O.M. No. F .  8(17)-B/63, dated 28-6-63] 
259 (Ai i )  LSD-3. 



MINISTRY OF RAILWAYS'  

TENTH REPORT Third Lok Snbha 

Recommendation 
29. The Committee feel that as in the case of Civil and P&T Works,  

it would be suficient to  show details of works individuall?i costing 
more than 5 lakhs i n  the Budget Estimates of tlzc Railways. 

[S. No. 5, Appendix V I I ,  10th Report, (3rd Lok Sabha)]. 

ACTION TAKEN 

The  reconlinendation is accepted. This has been seen by Audlt. 

Recommendation 
30. The Committee concur in  the proposal of the Manzstry of RniG 

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 constitiite a new form of 
service. The?! also recommend that a list of non-budgeted new 
works costing more than Rs. 25 lakhs each should also be placed he- 
fore Parliament. The Committee would like to make it clear tlutt 
these powers of reappropriation to incur e.rpenditure on non-budget- 
ed wor1:s costing more than Rs. 25 l a k h  each should be exercised by 
the  Ministry of Railways only for undertakind new works, which  
might become necessary to meet the urgent demands of transport. 

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

A c n o ~  TAKEN 

This has been noted for compIiance. Thjs has been seen b y  Audit- 
[O.M. No. 63-B(C)-PAC. 111/10, dated 94645. 

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 any justification for in- 
ordinate &by 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 b y  such 
delays In taking action the criticisms and suggestions made by  t h e  
Committee in respect of some of the important procedural and fin- 
ancial matters also lose much of their force. They feelsthat the  long 
t ime taken in the submission of these notes could be largelz~ reduced 
if the Ministries concerned initiate action on the recommendations of. 
the Committee, as soon as the  Report is ;>resented to the  House. 



(ii) The Committee do appreciate that in some cases, it r n ~  be 
d i f ~ c u l t  to finalise action within a month, specially when  the  matter 
has t o  be referred lo difierent authorities before final action is taken. 
The Committee, therefore, agree to extend the rime-limit for submis- 
sion of these statements to  three months from the  date of presenta- 
tion of their report to the How;e. They trust that t h e  Ministries will 
talcc steps to adhere to  this time-limit strictly in future. The Com- 
mittee also desire that in  cases where it is not possible to subp i t  the 
notrs even during this cxtend9d period, a note explaining the reasons 
for the tklag sh!ru;d br: .sub~ni.tterl to them. The Committee will 
t F t ~ s  have o complefe pic?zrrc! about the implenzlentatwn of their earlier 
recomnzendations ulcd u o u l d  tuke up selected cases for further exa- 
mination wi th  the represent utivea of the Minist~ies during the  course 
of consideration of the relevant Accounts of the following year. 

[Serial N o .  1 .  Appendix I .  12,h Report (3rd Lok Sabha)] .  
AC'IIOS TAKEN 

The rccvnmt?ndTiti,m of the Committec has been noted by :his 
M ~ n i s t r y  and has al. r, been brought to the notice of all the  Ministries/ 
r)cpa?rnw:ts for inf nrmati on and compliance. 
Rccon~mcndation 

32. The Committec also decrded to simplify the existing procedure 
regarding review of action taken by Government on the  recom- 
rnendnttons con~a incd  in their reports. According to this simplified 
procedure, comnier~ts/stntemets containing action taken on the 
rerommendatlons of the Committee would be appended to  the report 
of  the nert pear w1t bout any commenfs. However, selected tecom- 
mendations of substantial nature uhere it is felt that adequate 
action has not been taken by  Goz.miment or which reqriire reitera- 
tion, u6l? be dcalt uqith in a separate chapter. The Committee hope 
that the simplified procedure will result i n  reduction of work all 
round and it u.111 also assifit the Committee itt focussing attention t o  
their irnportclnt rwo~nntm~dations of substantial nature. They w a ~ l d ,  
howezw.  like to point tnir that this revised simplified procedure can 
be eflective only if the Ministries on their part also co-operate by 
giving complete information asked for and b y  furnishing their com- 
ments and replies wi th  promptitude so as to avoid the  necessity of 
making further references. 

[Serial No 2. Appendis I, 12th Report (3rd Lok Sabha)l 
A c n o ~  TAKEN 

The recommendation of the Committee has been noted by this 
Ministry and has aLca fbeen brought to the notice of all the Ministries/ 
Departments for information and mpliance. 

[O.M. No. F .  18 (17) -EGI ( B )  163, dated 30-8-631 
Recommendation 

33. The Commit tcta ( 1 %S-63) note tlmt the  Ministry of Finance agree 
to the principle iinderlzling thoir earlier r~commenda!ion (referred to  
i n  para 76 of their 18th Report-2nd Lko Sabha) but are reltictai~t t o  
issue formal instr~ict ions to the Government Directors on the lines 
enuisagrd by the Comntittcv. The Committee are unable to  nppre- 
w t e  the reasons adtmvced $or this reluctance. The Committee do 



sot see hovt the issue of  these irrstnrctions, would impinge om the 
"Rutuninny" of these undertakings. All that is envisaged by the 
issue of these instructions t h q  the  Government should be kept i7t 
formed b ? ~  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 majw 
change in policy or heavy financial commitments with which the 
farmer are not in 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 Sabhn)] 

A c n o ~  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 
sectcvr undertakings placed on the Table of  the Lok Sabha on the 
24th November, 1961 and Rajya Sabha on 30th November, 1961), it is 
felt that it would be more appropriate to establish a mvent jon  re- 
quiring such Directors to report to Government any major differences 
which may arise during the working of the Board of Dirwtors of 
Gwernment 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)-PC163, dated, 13.11.631. 

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 cmcrse 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 full!/ 
posted u p  wi th  facts and furnish accurate information to  the Com- 
mittee. 

[S. No. 5 (ii), Appendix I, 12th Report (3rd Lok Sabha) 1 
AcT'IoI'! TAKEN 

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

[O.M. No. F .  18 (17)-EGI ( B )  163, ,dated 30-8-li.31 



APPENDIX VII 
MINISTRY OF FOOD AND AGRICULTURE 

Action taken 07 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 culties have 

been overcome and it would be possible for the Forest 9 Department 
not only to achieve the target fixed but also to  work upto higher 
targets. 

[S. No. 32 of Appendix I11 to Seventh %port-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 fw operating on 

logs rohich are lef t -o tws,  the Committee feel that the Percentage of 
wastage is unduly high. They hope thut w i th  higher extractions 
from South and Middle Andamans, it would be possible to ,increase 
the i.ntake of the saw inills and also to reduce the percentage of 
wastage. 

[S. No. 33 of Appendix 111 to Seventh Report-3rd LS.] 

The three saw mills established in the Island are  meinly 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 sele. The Forest 
Department, Andamans, sells t h ~  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 a portion as 
hard-wood l o p .  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 d e b i t e  percentage of wastage as the 
quality of logs received and fed to the mills are mainly defective 



ones with knots, bends and cracks &. As the saw-milh are meant for sawing defective logs only with a view to d i n g  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 s w a k  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 ofl-take by  the P.W.D. had been very much less. It is 
surprising t at the local P.W.D. should now be preferring u7weasoned R wood, wlze at their instance and at some cost the seasoning 'kiZq 
hnd been set up. The Committee desire that the  chimncy of the  
bolter should be obtained and fitted without further delay and t h e  
plant worked to its full capacity. Thereafter efforts should be made 
to mwort the seasoned tim'ber, which cannot be taken b g  the local 
P.W.D. or sold in the local market to the mainland. The Committee 
would like to be in form~d of the outconte of these eflorts. 

[S. No. 34. Ayprndix I11 to Seventh Rrport- 
3rd L.S I 

ACTION TAKEN 
The chimney of the seasoning kiln boiler has been received and 

fitted during January, 1963. All the four chamhcrs of the plant are 
now nvailable for seasoning timber. With the four ckmbers  v c . 0 ~ ~ -  
ing, the average monthly capacity is about 100 tons of seasoned 
timber. The local demand for the seasoned timber from the P.W.D. 
has not shown much improvement. Only 8 tons were supplied to 
the P.W.D. as against the production of 120 tnqs of seasoned timbcr 
during 1961-62. Andamans Forest Department will, therefore, he 
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 both the depots at Calcuttu and Madras, 
there is only limited area of oovered 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 and yards being glutted 
with such timber of fetching low prices in auctions. With a view 
to ascertaining the demand for seasoned and ascu-treated timber in 
both Calcutta and Madrus 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) 



3 5 
Seeommeniiafian 

4. The Committee feel thut proper accounts fm various categoties 
of ascu-treated timber sholL2d be kept so thut their rates might be 
.correctly wofked out. 

[S. No. 35, Appendix 111 to Seventh Report- 
3rd L.S.] 

ACTION TAKEN 
Proper accounts for cremwted 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 are based on actual cost of production are 
indicated below. These rates do not include any element of profit 

1961-62 1962-63 
Gra.le I Rr. 2.71 n? p:r Jt. R.. 2 85 n:, per c't. 
Gralc  TI Rs. 2.35 np per cft. Rt. 2 35 n? per cft. 
Grade I11 Rs. I 63 nn per s7t. Rc,. I 63 n p  p r  ~ f t .  

As regards the creosoling charges, its rate was fixed during 1959-60 
@Rs. 3.19 nP per cf t .  and was allowcd to continue till the end of 
1961-62 irrespective of the cost of production. This rate has been 
rev~scd to Rs. 3.80 n P  per cft. on the basis of actual cost of produc:ian 
with effect from 1s t  .April, 1962 to 31st March, 1963. 

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

5. From the facts brought to their notice, the Committee are un- 
able t o  escape the concl~tslon that nt the time these projects zcsre 
considered iiutially, a proper market survey of demand for the 
treated timber in the Andamans or 211 the mainland and the availabi- 
Zit?/ of ships etc. for transport thereof was not made. They recorn- 
mended  thnt nll these aspects rnng now be reviewed bg the Ministry 
and r~medial  measures taken ilnnrediately to set things right. In 
the  opinion of the Commit tee, efforts to popularise the products might 
prom fruitful resdting in greater demands for the cteosoted and 
asru-treat ed timber. a 

[S. No. 36, Appendis I11 to Seventh Report- 
3rd L.S.] 

Efforts arc being made at every exhibition to show the various 
types of treated timber produced by the Forest Deptt.. Andamans, 
for sale. It is 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 Indk have re- 
cently acquired three more ships with the help of the De~artment  
of Transport. Messrs. R. Sen & Co. h a w  also acquired one lcnder 
and this vessel will also be available for lifting Andemans timber 



shortly. In view of these developments, the $problem of shipping: 
timber to the mainland is expected to improve considerably. 

[O.M. No. 1-3163-Budget, clated 13-11-63] 

Recommendation 
6. The Committee hope that every efort would be made to dis- 

pose of the surplus stores us early as possible a& physical vsrifica- 
tion of stores conducted at regular intervals. 

[S. No. 37, Appendix I11 to Seventh Report- 
3rd L.S.] 

A c n o ~  TAKEN 

Every effort is ,being made to dispose of Ithe surplus stores valued 
at present at  Rs. 76,150/- as early as possible. A list of surplus 
stores hcs 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, vcrifica- 
tion for the year 1961-62 has alrmdy been carried out and reports 
received. Instructions have also been iswed to carry out the physi- 
cal verification of stores at regular intervals. 

[O.M. No. 1-3163-Budget, daf cd 13-1 1-63] 
Recommendation 

7. Since there is a great demand for timber in the mainland 
qecially from the plywood manufacturers in Calcutta the  Commit tee 
urge that early steps be taken to reinforce shipping arrangcmcvts in 
consultation with the Ministry of transport so that the accumulated 
timber could be cleared early and no further accumdntion a1lo:ocd 
to take place, to avoid possibility of deterioration of timber involving 
financial loss. I 

[S. No. 38, Appendix 111 to Seventh Repost-- 
3rd L.S.1 

The accumulations of 1961 have already been cleared with the 
help of the Ministry of Transport. Initially the Shipping Corpora- 
tion of India placed one of their vessels for lifting Andamans timber 
to  the mainland. They have since acquired three ships viz., 
"Sanchi", "Ajanta" and "Nalanda" for this trade with the assistance 
of the Ministry of Transport on the recommendations of the Depart- 
ment of Agriculture. Besides: MIS. R. Sen & Co. Calcutta, have slso 
acquired one vessel "Bag Bengal" f a r  lifting Andamans timt.ic.r with 
the assistance of that Ministry. I t  is, therefore, felt that the shipp- 
ing bottleneck will be reduced to a considerable extent  ow. It 
must, however, be b o n e  in mind t h t  some times the* lifting of 
Andamans timber to the Calcutta port is hampered due to bore tides 
bn the Hooghly which is a normal feature of the river. 

[O.M. No. 1-3163-Budget, dated 13-11-63] 



37 
Recommendation 

8. The Committee r'egret to note that the jtrm 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 tabour in An6amcms 
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 (1M1-62), 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 
efective 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 corn- 
mr~nicated 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 111 to Seventh R e p o r t 3 r d  L.S.] 
Acnos TAKEN 

Noted. In the proceedings of the Public Accounts Committee i t  
has been s t a t c d  that 111n h'Iinistry of Law were busy collecting neces- 
slry mater~al for obtaining the view of the Attorney General. The 
conclusion arrived at by the Public Accounts Committee was based 
on :hc cvidencr tendered by the representative of the Department 
of Agriculture before them on 18th September, 1962. It is regretted 
that the corrcct positlon was not fully explained. The correct posi- 
tion is as follows:- 

"Necrssary matenal 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 \ric\rrs of the Attorney General have since been obtained. 
Theyqfter Golrcrnment has reviewed the whole positlon. In 
exercise of powers conferred by sub-rule (4) of Rule 125 of the 
Defence of India Rules 1982, the Central Government has appointed 
an Authorised Controller with effect from 24th May, 1963 to ensure 
that the cclm?nny does ~ t s  job strictlv in accordance with the North 
Andam;lns A,peement of Licence. The Authorised Controller issued 
dircrtive to the company on 21st June. 1963 and the progress nnde 
by the licensee in esploiting North Andaman Forests is being watch- 
ed. 

Noted for fbture guidance. 
The Govenment arbitrator has been requested (in person) to 

expedite the arbitration pmCt?dn@ and he has agreed to do it. It 



m y  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. 1-3163-Budget dated 13-11-63). 

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

MINISTRY OF LAW 

On the 12 July, 1962, the Miniqtry 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 to the recommendation of the Public Accounts 
Commitree (1961-62). The Ministry of Law advised on the same day 
that the Agreement could not be terminated in terms of clausa 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 f~mm cor-ling 
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 thc 
Department contended that the licensee had either refxsed tn perform 
the obligations under the Agreement of Licence andjor disat,led itself 
from performing those obligations in their entirety. The Ninistry of 
Law further felt that the implications of the action of termination of 
the Agreement were so serinus 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 corlsidered, they shoidd 
prepare a fully detailed statement of case and adduce grounds in sup- 
port of their contention that t.he licensee had either refused or dis- 
abled himself from performing its obligations under the Agreement. 

2. It  was only on the 18th December, 1962 thnt the material indl- 
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 caw 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. Thnir comments were received in the Ministxy 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 



'Defence of India Rules, a supplementary statement of case was pre- 
,pared in the Ministry of Law and forwarded to the Attarney-General 
who gave his opinion on the 15th March, 1963, and a copy of the opi- 
*nion was forwarded to the administrative Department an the 18th 
March, 1963. 

3. It  is thus respectfully submitted that there was no delay on the 
part of the Ministry of Law in abtaining the opinion of the Attorney- 
General and the M;nistry 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 31-10-631. 

Recommendation 
9. The Committee recommend that suitable steps be taken to settle 

the outstanding accounts, expeditiousby. 
(S. No. 40 Appendix 111 to Seventh R e p o r t d r d  IS.) 

(i) The Committee arc not happy with the present state of aflairs 
a t  the Himachcl Rosin and Turpentine Factory, Nahan and hope that 
steps will be taken to imp~ove the position as early as possible. 

(ii) In tlze;r op;nion, z?erification of stock should essentially be 
done at the appropriate time. 

(lii) The Corninittee also do not feel happly over the delay (about 
nine monrhs) i n  concluding police investigations into the  causes of 
fire in the fnctor~r at Nnl tnn ,  ~rhich  took place in December, 1961. 
Theg ~iioli'd like to be informed of the result of the investigation and 
remedial action taken in the matter. 

[S. No. 41 Appendix IIT to Seventh Report-19633. 

A draft of the statement nf action taken along with other relevant 
papers was rcfwrc?d to  the Director of Commercial Audit for v e t t i ~ g  
on the 17th Auguqt, 1963. The audit have yturned 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. 

. [OM. KO. 1-3163-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 
Frading Corporat:on, they feel that this action should have been ini- 
tiated much earlier when unddy heaty margin of profit was going 
into tile hands nf private zmpo~ters. In fact, as stated in the Audit 
para the resolution of the Government of India constituting the Are. 
canut Committee in May, 19.39 had already authorised that Committee 
to handle tlre inaport of a r ecnu t  themselves. 



(ii) With the taking over of a major portion of the inarport of are- 
eanut by the State Tradimg Corporation, the Committee hope that the 
market price in India will come down. The3 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 lndia dated the 21et 
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 111 to seventh Report-3rd L.S.) 

(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 are- 
canut into the country was prohibited from the second half of the 
licensing period April, 1962-March, 1963 (v iz .  for thc 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:-Rcqulation of prjces 
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 a!- 
ready under way for increasing the production. 

(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 up df 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 thu's helping the con- 
sumers ultimately. 

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



Recommendation 
11. While appreciating the dificulties 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 
.so that revenue could be increased to the extent possible. 

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

Necessary instructions have been issued to the Chief Lac Deve- 
lopment Omcer 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-Corn. IV, dated the 23rd May, 1963. 

[O.M. No. 1-4163-Budget, dated 31-10-631. 

Recommendation 
12. The Committee are not satisfied with the explanation furnish- 

ed to them for the delag 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 
sI1011ld 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 Rep~r t - -3  14.S.j 

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 October, 1963. Air-conditioning of the building 
will be taken up thereafter. 

[O.M. No. 1-4163-Budget, dated 31-10-631. 

13. The Committee are not convinced by Che arguments advanced 
by the Ministrg for the extra expenditure on freight. In their opi. 
mion, the extra e.rpenditure could have been avoided, if in the ship- 
ping contract itself alternative ports had been mentioned or suitobi- 
l-itz( of the port for discharge of the cargo in this case was decided 
in'advance of thr arrival of the ship. I t  is unfortunate tlmt cases 
of extra expcndittire itzcurred on diversion of ships are occumng 
gear after ytnr either under the Department of Food or under the 
Departmolt of Agricdture as zoould be clear from paras 36-38 of 
25th Report Vol. 11 (1959-60) and paras 96-97 of 34th Report (1960- 
61) of the Public Accounts Committee. The Committee desire that 
suitable instrzictions should be issued in this matter in consultation 
with the Ministry of Transport and Communications (Department of 
Transport) and an9 contravention thereof resulting in avoidable ex- 
penditure sttitably dealt with. 

(S. No. 47 Appendis IV to Eighth Report-3rd L.S.) 



ACTION TAKEN 

Suitability of the port of discharge is invariaibly 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 oi the contracts with the suppliers fcr arvqnging supplies 
strictly in conformity with the shipping schedule. However, to ob- 
viate losses due t o  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, t,herefore, be possible 
in such cases finally to decide the destination portlports even after 
sailing of the ship, upto the spccificd point in the journey where the 
discharge port has to be declared. This is considered to be an ade- 
quate provision to cover reasonable changes. It is, therefore, con- 
sidered that no further provision providing for alternative port of 
discharge in the bill of lading is necessary. (The draft reply has 
been seen by the Department of Transport). 

[O.M. No. 1-4/63-E?r.dgc?:, dnletl 31-l(l-63]. 
MINISTRY OF FOOD R. AGRICULTURE (DEPARTMENT OF 

AGRICULTURE) 
Recommendation 

14. Th.e Committee recomm.end that in cases where financial assist- 
ance is to be given to societies or organisations which resort to profit 
~ ~ l i i n g ,  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. letter No. 
F.18 (12) -E.G.I (B) 163, 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 31-10-6q.. 
Recommends tion 

15. The Committee desire that the en,tire question of financial 
transactions with the World Agriculture Fair should be looked into 
by the Government as it involx~es 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 
h,snlthy conventions and formalities to be observed by persons hold- 
ing high oficial position when they are either participants or pat- 
rons of non-oficial organ is at ion^ which have any financial dealings 
with the Government. 

[S. N. 48 (iv), Appendix IV to Eighth Report-3rd L.S.] 
AcnoN 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. 



Recommendation 
16. The Committee would also like to be informed about the re.- 

covery of Government dues from the Bharat Krishak Samaj. 
[S .  No. 48 (v) ,  Appendix IV to Eighth Report-3rd L.S.] 

A c n o ~  TAKEN 

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

r0 h l .  No. 1-4/63-Cudget, dated 31-i0-631. 

17. Tl~r! Con?rni!tee suggest that early steps should be taken to  
increase the tlzroughput under the Delhi Milk Supply Scheme, as 
originall?/ cnvisnged, so that the scheme works on 'No profit, No loss 
basis', n.8 ~intencled by  Government. 

[S. No. 49, Appendix IV to Eighth Report-3rd L.S.] 
A c n o ~  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 ths: 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 mills, it wiE 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 supply 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- 
sary to accept the daily throughput of 11000 mds. during winter. For 
this purpose, additional equipment wit1 have to be purchased, the 
existing milk collection and chilling centres should be increased to 
30, and the building of the Central Dairy wilt 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 comerned 30 learn that the Administrative 

Ojgicers in cllnrge did not care to see that the prescribed procedure 
and the financial rules were beinq followed. 

The?/ feel that the d~partmental investigations should be expedited 
and the officers at fault dealt with suitably; . 

The!/ desire that as required under the rules only those persons 
who lmve pledged adequate security should be entrusted with the 
d&es of handling cash. 



I t  should be further ensured that the receipts are remitted to the 
Treasury as early as possible so that there is no unnecessary accu- 
mulation of cash with the cashier. 

VeriJication of cash by the supervisory authorities should also be 
more frequent. 

[Para 82, 34th Repor t2nd  L.S.] 

A c n o ~  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 h a 1  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 rrmarks, instructions have been issued that receipts should 
be promptly remitted lo 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 w a y  year by the Head of the Department. 

(The aboye note has been vetted by the Accountant General Com- 
merce, Works and Miscellaneous vide his letter No. Rep. 11-7 (135) 
F&A ,'633 dated 25-7-63) . 



A N E ~ B X U R ~  
(See item I 7) 

~ s T R Y  OF FOOD AND AGRICULTURE 
(DEPARTMENT OF AGRICULTURE) 

DEW1 MILK SCHEME 
Statement qf Average Qumtity of Milk Procured mrd daily sale of Milk and Alilk Products 

----. 



APPENDIX VIII 

MINISTRY OF FOOD & AGRICULTURE 
(DEPTT. OF FOOD) 

Action taken or proposed to  be taken on the recommendations of  the 
P.A.C. 

Eighth Report (Third Lok Sabha) 

Recommendation: 
1. The Committee would like to watch the results of the  action 

taken t o  ensure timelp preparation and reconciliation o f  Accounts 
of the  State Trading Schemes regarding purchase of food-grains. 
They need hardly impress upon the Ministry the importance of time- 
l y  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 Repart (1962-63)]. 
A c n o ~  TAKW 

The observations of  the Committee are noted. T h e  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 ReportlBFC, I ,  dated 8-7-63]. 
Recommendation: 

2. The Committee would like t o  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 t o  1958 should be set right, reasons 
for the  confused state of a#airs investigated and responsibility fixed. 

The  Committee recornwnd 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 fixed on 
the defaulting officer instead of adjusting the same against any excess 
discovered. 

[S. Nos. 52 & 58 of Appendix IV t o  Eighth Report (196243)l 
ACTION TAKEN 

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

b 

46. 



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 8c Accounts Officer, Bombay and will be 
show'n 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. 23163-BFC-IIEighth 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 
hcrs been made. They hope that this programme will be implement- 
ed us 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 (196263)]. 

N d e d .  The position as on 1-&1963 of the programme of construc- 
tion of godowns is as follows:- 

Capacity already owned 
(In 'OM) tomes) 

1617.7 
Capacity under construction 266.3 
Capacity for which Administrative Approval lEx- 
penditure sanction has been issued and construction 
is likely to start soon 524.8 
Capacity for which Administrative ApprovalIEx- 
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 elirninatq losses due to defective and inadequate storage. 

[O.M. No. 23/63-Eighth ReportlBFC-I, W e d  8-7-63]. 



Recommendation: 
4. The Committee would like the Ministrg to settle the accounts 

with the West BengaZ Government in respect of the advances ma& 
to that Government for the purchase of foodgrains at an early date. 

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

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. 231 (14) 159 BFC-I, 18th Report, dated 30-8-631 

Recommondati~~: 
5. The Committee would like the Ministr to keep a very close 

watch on the expenditure on demurrage so t t it might be kept to 
the minimum 

Ka 

[S. NO. 57 of Appepdu N to the 8th RepoH, (1962-63)] 
Amon r r r s~a  

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



APPENDIX IX 
MINISTRY OF HEAL!l'H 

Action taken m proposed to be taken on the Recmnaendation of the 
Public Accounts Committee 

EIGHTH REPORT (Third Lok Sabhu) 

Recommendation: 

The Commtttee observe thut the Meet 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 

omise to allow leave t o  the Oficer at an time after July, 1954. 
yhey, however, feel that the promise should i$ ve  been made subject 
to  admissibility under the Rule$. 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 t h b  assurance. 

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

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. 27-5161-Estt (CHS)  , dated 
17-10-1963. 

[O.M. No. F. 7-16163-B, dated 21-2-64] 



APPENDIX X 

MINISTRY OF HOME AFFAIRS 

Statement showing action taken m proposed to be taken on the Re- 
cmrnendutions of the Public Accounts Committee 

THIRD REPORT (Third Lok Sabha) * 

Recommendation: 
1. The Committee are not convinced with the explanation oflered. 

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 ezcess could have been avoided. It  is not understood' 
whu 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 grunt. 

[S. No. 6, Appendix XV, 3rd Report (3 L.S.)] 

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 !?timated their requirements 
under 'Tour Expenses' as Rs. 4,84,410 in March, 1961. T'lis 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 a 

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, W ~ F  nn t  l z n n w n  
a t  the time the surrender was made. This was known only whell 
the accounts for the year were closed long after 31st March. No 



3iability register was maintained by the Ministries during 1980-81. 
3x1 the absence of Liabilit .Registers the Ministries could not foresee 
excess and report to this Kinistry. The Liability Registers are, how- 
ever, being 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. 

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

(b) The Committee observe from 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- 
i n g  of transactions in order to ensure pope7 control over expenditure. 

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

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.1, dated the 10th June 1963/20th Jyaistha 18851 

EIGHTH REPORT (Thire Lok Sabha) 
Recommendation: 

3. The Committee invite attention of the Ministry to their e a t l i e  
recommendation contained in para 191, VoZ. 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 clrses are dis- 
posed of crs expeditiously as possiblt? so as to be really efective. 

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

An almost similar recommendation has been made by the P.AC. 
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. 



Recommendation: 

4. The Committee desire that the entire question of flnandalq 
trawactiom wtth the World Agricultural Fair should be looked intoo 
by  the Government as it involves important principles which are of  
uztal interest to  the proper working of the Government. It would be 
advisable f c n -  the Government to lay down certain broad and healthy 
conventiong md foml i t ies  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)i5 

Some instrucM6ns in this regard have already been issued for the 
guidance of the State Governments. (This Ministry's letters No. 511 
92150-Public, dated the 19th June, 1950 and 30th January, 1951.) 
The questim of issuing further instruction on Bhis 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. 3018 163-AC-I dated 30-9-633 

TWELFTH REPORT (Third Lok Sabha) 
Recemmendation: 

5. ( i )  While it may be accepted that the Directot of Procurement 
could not verify the stocks of each centre periodically, as was his 
duty to do, it is dijJkult to  understand why he did not undertake the 
verifications in respect of this particular centre when there were re- 
ports of shortages. I t  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 eachtperson held charge is known and it 
should not' be di&ult to fix the tesponsibility. 

(ii) The Committee further understand f r m  Audit that the 
Board of Enquiry had observed as follows: ' 'S~me exemplary action 
m k l  be taken against such an o f i e r  (SDO) then and there fot the 
nuked violation of every bit of rules, regulations and orders but 
nothing was done in this regad. H e  has since retired from setvice 
and we can k d l y  take any action against him". 

(iii) The Committee further understand thut another SDO was 
not only .responsible for the lapse in regard to the nun-execution of" 
the agreement with the Agent but also for not taking, any oecurity, 
from the Agent and not conducting proper verification about the  
Zunded property of the Agent before his appointment. The Boa?& 
have themselves pointed out these lbpses but have not suggested anv 
action against the SDO. 



(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 Zapset 
$ced on the o w l s  concerned. 

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

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 wncerned. [Vide letter No. 4/7/6% 
MT dated the 30th August, 19631. 

[OM. 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 rc- 
cmmendcrtions of the P. A. C. 

SEVENTH REPORT (Third Lok Sabha) 
Recommendation 

The Committee feel that with the i w e a s e  in the yield between 
6000-8000 units per milli-litre, the Total Target should amease cot- 
respondingly ( to  about 80 to 96 million mega units). 

The Committee would like to have a detailed note indicating inter- 
a l i a  the concrete steps t a ken  by the Management to improve the 
quality of the products as also to take up the organisation technical- 
l y ,  administratively and financially so that it would be of muximum 
benefit to the people. 

[S. No. 17, Appendix In, 7th Report (Third Lok Sabha) J 

The trial operations in respect of the production of penicillin a t  
the HAL Pimpri cummenced 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  prc- 
duction of finished penicillin from the year 1955-56 was as follows: 

--.-- - ..-- - .-- 
Year Production 

M hiU 
. . . 0.63 
. . 9'89 
. . . 21.43 

. . . 25 ' 20f 3 83 from imported crystals. 

. . 32 '05fI ' rO ,, ,I ,I 

. . . 4oq24-t2'52 91 P I  

. . . 42-99-t2.54 ,r r, ,, 
. . . 50'17.t2 '44 ,, 1 9  B 9 

2963-64 (Zstimattd) , 60.00 With the additional two fermentm, 
the production wiY go up to 60 mmu 
per annum during the year 1963-64. 



The Plan of erations envisaged a production of 3.6 MMU rising 
to 4.8 MMU s u l t i m a t e l y  to 9 MMU. This "ultimately" p r h p  
meant with the achievement of technological improvemgnts and not 
merely by the fact that 6 tanks were installed. Accordingly, when 
the number of tanks was inoreased to 10, the deaign capacity abo 
changed as 8 MMU ultimately rising to 15 IvYMU. In the initial 
stage of the construction of the penicillin Project it was thought that 
the t e c h n i d  side of the penicillin Rojed both in regard to prod- 
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 negded 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 
Scicntists with Col. R N. Chopra as its Chairman and Major Cen. S 
S. Sokhcy, 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 01 
rcfcrence of the Committee were 

"To exnmine the technical side of the penicillin project from 
the production as well as the research aspect and t o  
advise the Government from time to time on the steps 
ncccssary to ensure the technical excellence of the p m  

ject." 

The advice of the Committee helped the Government to draw up 
the day-to-day details of the manner in which the fiectory should 
grrtdunlly come up  in ordcr to achieve the objectives of an economic 
unit. I t  is relevant to note that the Committee was ap inted at a R" t ime when construction was in its early stages-when t e 3oard of 
Directors for the management of the factory had not been eonstitu- 
tcd. The rmponsibilities of the Expert Committee devolved la ter  
on the management under the guidance of the Board of Directors 

The Experts Committee of Scientists iri its report dated the 14th 
November 1956 observed intet alia that- 

"the management and the Board of Directors should direct a l l  
their efforts to produce good quality of penicillin which 
meets the phannacopoeial requirements upto the fuU 
capacitv of the presept plant, that is, about 30 L M U .  
Only then can any move towards expansion wems 
logical." 

Thc opinion of the technical experts including those of the WHO, 
who were associated in the initial stages of the installstion of the 
Pimpri Plant,was taken into consideration when the rated capacity 
of the Pimpn Plnnt for the diffrrent periods was fixed. i t  may be 
relevant to state that the yields of penicillin is controlled by several 
factors of which the fermentor capacity is onlv me. The capacitv of 
the strain (mycrwrganisms) producing penicillin and their further 



processing and extraction efaciency are among the uther factars 
governing the rated capacity of any plant producing bio-synthetic 
produats like penicillin. So, the production capacity of the Pimpri 
Plant at different periods had to be co-related with these factors 
which mey vary from one plant to another. Against this background 
the rated capacity d the plant for respective years was computed as 
under: - 

Capacity 
MMU 

N.B.: Six more fermenters were added during the period from 
1958-59 to 1960-61 in order to raise the rated capacity by 60"i.. 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 obtnined 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 thb 
dculation is furnished below: - 

No. of tanks . . 10 
Less for maintenance I 

Available for conti- 
nuous production g 

No. of batches possible with 9 tanka la r yew : 

To get 30 MMU of finished hulk, 3 7 ' W M U  1st crysmla ue required: - 

J Finished bulk = 30 MMU _ 37. MMU -- I ~fficiew- 0.80 

To obtain 37'5 MMU of 1st crystals in 630 hatchas with 80% EmmJoa 
Efficimcy, a yield of about 4000 units per rnilliliue is rcquiiad : 

(63ox20,ooox tirex -8oy moo) 
106 



As for the new ~&ain which is capable of yielding 6000-8000 unitr 
per millilitre, the productivity of this strain should be measured In 
relatim 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 atbout 160 hours which means that the yield 

r hour is about 50 units. This yield of 50 units per rnillilitre per 
cur has been acdaimed as very favourably comparable with yield. 
obtaining 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 e strain 
technical assistance for increasing penicillin yields. This f o r e i p  
company has also obsented 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 dimculties in Plltm- 
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 vet to be established on long 
continuous runs) with 18 fermervter tanks in use, the mximum pr* 
dudion possible under the existing condition is only 60 MMU per 
year as. shown by the calculation below: - 

No. o f f m t e n  . 18 

Allotted for tetmcycliw t 
7 

Available for continuow 
production . 15.5 

No. of batches possi'ble per ycu witb I 5 .5  fanenter8 oa r cycle tioat 
of 170 hours- 

Them is hardly any question of achieving a production of 80--.80 
mmu per year,with the information and dab HAL have an strains 
The economics that ate thus af?ectd by the improved strain are thme 
caused by a lower cansumption of raw m~terW. k u s c  of d u d  
numkr of batchas. 



Implementation of the recommendations made by the Expert 
Committee of Scientists, HAL have enlarged its activities and made 
improvements h m  t h x ~  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 the pre- 
wnt programme. 

(ii) A new plant for the manufacture of 40--45 tonnes of strep- 
tomycin and Dihydrostreptomycin per year has been 
established and regular prcduction 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 casting Rs. 10 lakhs fur 
manufacture of tetracyclines with an a m u a l  capac~ty of 
1.5 tonnes. This Plant has suspended production of 
Oxytetracycline from March 1962 due to a legal suit 
filed by e Pharmaceutiml Company on the question of 
patent rights. Till the question of patents is decided, 
HAL have commenced trial production of Chlor-te tra- 
cycline Hydro-chloride from January 1963. The Com- 
pany has in view to step up the production to 20-25 
tonne! per annurn in the second phase of the production 
programme. 

(iv) HAL have established an 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. 5.53 lakhs spent on the "Animal 
House" "Quality Control". An entirely Ind~an stat7 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 important and inte- 
gral part of the production activity and plays a very 
useful role i? rendering technical advice and assistance 
for improving the quality of produds manufactured. The 
laboratory also makes efforts to study roblerns of 
fundamental and applied interest, such as t g e selection 
ofimprovedstrains, keepingpropertie of penicillin 
d t s  and study of properties, metaboli.m, enzyme make 
up, bio-synthesis of penicillin etc. This research Crntrc 
has also been recogniscd as a Post Graduate Training 
Centre by the Universitiet; of Poona and Bombay, and 
some members of its scientific staff have been notified as 
'Guide' for Ph. D. Degree. It organism also scientific 
seminars and symposia to promote study af antibio- 
tics. * 

(v) RAL are establishing a Pild Plant L a b -  for anti-- 
.Motics research at a cost of Rs. 10 lakhs. 



vi) The results of ~eserrrch conductad in the Research L a b  
ratory of the Company indicate successful manufacture 
of a new anti-fungal antibiotic termed as Hamycin The 
Campany has been granted a licence to instal a pild 
plant for the manufacture of 15 kg. of this new drug pw 
m u m .  It is proposed to undertake the commercial pro- 
duction of this new antibiotic. 

The Quality Control Department of HAL has been completely re- 
organised. The perforrnance 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 (64% on 
the investment) upto the end of the year 1961-62. 

Recommendation: 

2. While noting that progressive reduction hus been achieved in 
the cost of first crgstals at Pimpri due to increase of Production and 
overall controt 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. Th.e Committee hope that steps would 'be taken by 
Government to redwe the cost of Production furthet: both in the 
case of first crpStatS and bulk penicillin. 

The Committee ate not happy with the ptesent pricing policy oj 
the Hindustan Antibiotics Ltd., Pimpri. In this connection, it would 
be worthwhile to mention the following obserwtion of the Corn- 
mittee on the Judiciary US. Senate appointed to investigate t)U 
price of drugs in that country. 

"in drugs generally, India tanks amongst the highest priced 
nutions of the world-a case of inverse dationship bet- 
ween the per capita income and the h e l  of Drug price.' 

If such anomalous position is  to be mtifidd, it mukl be done. b 
the opinion of the Committee, by making avaiIable to the peapte 
drugs and medicine at the lowest economic price. The Committee we 
unable to accept the contention that if ptices of penicillin ate reduc- 
ed, the profit will o to Middlemen in the ptittate seeto+. They are slrte 
that if armed wit B, suficient puwws to check profiteering in drugs 
the Government ezercised their powets properly and sought t h e  c+ 
operation of the medical profession, the 'benefit of cheapet drugs 
could certainly be ea=ten&d to the paarest section af the people. The 
Committee are of the view that such a wide motgin of ptajZt as indi- 
cated bp the figures is not justified in the case of such commonly 
used and essentid dnrgs as Penicillin.. The Committee aye oj  the 
view that in a welfare state the undertakings nanufactuti-ag drugs 
and medicine of common w e  should not tun an profit matire.. Their 
aim should be to tender stmice to the common man by seiitng their 



product8 at the cheapest rate. Thw, therefore, suggest that the ques- 
tion of $ring 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. 

IS. Nos. 18 & 19, Appendix 111, 7th Report (3rd Lok Sabha) 1 

A c n o ~  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 plmnnaceuticals for more than one 
reason. Among others the fallowing factors contribute to the higher 
.cost namely: - 

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

(ii) h e r  capacities of units compared with those units esftib- 
W e d  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-lwel by writing off both 
apital and dwelagmental 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 an alcohol and other cornmoditlee an 
which restrictions exist in using them c.g. isdrophyl 
alcohol; 

*(vi) new umk would take time to @n and to 
acbieve required e48ciency. 

The manufacturinp cost of a biosynthetic drug like Penicillin in r 
.-try posseseing hqhl W e d  manufacturing resmms, with the 
.capital investment d y  ploughed bsck will, obviously, be appre- 
ciably lower when compared to the cogt 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 mtch 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 interntiom1 price (export price) for p\r;rposm of c m -  
petition. The so cdled intemtional price is, therefore, not based on 
actual ax& of pmductim. 

A comparfson between 'the cad uf production tn Indh and USA 
will, therefore, not reasonable. All the same every effort has been 
mtinuovsly made sfnce the Hindustan Antibbties Ltd. went into 
pduttbn in 1955-56 to reduce the cast d productioh 



It will be recalled in this conrmth that when the Roject fw 
Perticillin was fist approved in 1951, it was expemsd that bulk Pari. 
cillin from Pimpri would sell at Rs. 1.25 nP  per M.U. and this pf ice  
was eonsidered comparable to the international rice for Peniulljn 
prevailing at  that time. The first lots of ~ e n i &  manufactured at 
Pimpri in 1956 were, however, sold at 69 nP per M.U. i e .  at nearly 
hald 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 NU. 
from 1-10-59. During the same period the price of first crysbals war 
reduced from initial 50 nP. per M.U. to 40 n P  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 efllciency and increase the yield of stxains 
and dwelop fresh and better strains. These measures are mnstantly 
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 buttling unit is 

'50 nP. per M.U. No further reduction in prices hms been effected 
dnce October, 1959 as it was found that at  this grice lwel  it is peg 
eible to make available to the consumer vialled Pencilin at a reason- 
able price which can bear comparison with the internal prices of 
drugs in advanced countries like U.S.A., U.K., 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 U.K., U.S.A., Wed 
Germany and Canada are as follows: - 

Product H.A.L. U.K. V.S.A. W. Csnrdr 
Gtt- 
=Y 

1. Penicillin G. Sod. 5 lac. . 6 1 84 8 1 S& 91 . 
a. Streptomycin sulphate r gm 58 123 115 530 . . 
.3. Penicillin V Tabletse . 475 574 2744 1x50 to8 

'I HAL priq 36 tablets of 65 rryt. 
UK price 30 tablaj of 60 mg. 



A price policy sub-Ommi ttee of Hindustan Antibiotics Ltd. re- 
views the  question of prices of various products from time to time. 
Substantial benefits nave 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, 1980 Ahout 50 per cent 
of produrtion is sold to bottlers and 30 per cent is vialled and sold. 
Of the vialled sales. 90 per cent is sold to Government rind institu- 
tional consumers. Price reductions effected by HAI, during the last 
six years in respect of Penicillin products are indicated bc1ow:-- 

- - 

~.Penci l l in  V in 
bulk per hi. V. . 150 . .  125 1 0 0  . . 80 

2. Penicillin G in 
bulk per M.U. . 62 69 , . 30 . . 50 

3. Procaine Pcni- 
cillin 15 lac , 246 . . . . . . 130 130 

4. Procaine Peni- 
, cillin 4 lac . 58 . . . . . . .S 3 5 5  

5 .  Pencillin V Tab- 
lets box of 12 250 .- 22 5 . . 200 175 

The retail priccs of' vialled antibiotics bcf.ore prociuctilrn t y  Pimpr 
factory and the present priccs are given bc1vw:- 

Sr l l i f t~  P~i1.c 1'11 111'. 

Product Selling pricc 

i3cfore I'rcsent 
production price 
by HAL 

I. Penicillin G Yod. 
0 

2 lac unit . 67 42 ' 
5 lac unit I 19 61 

10 lac unit 202 94 

2. Penicillin Fort. 
4 lac 120 5 5 

3. Penicillin V. tablets : 
Boxof12 . 250 

600 
175 

Box of 36 . - 475, 



Product Selling price - 
Before ; Present 

production price 
by HAL 

4. Dihydrostrcptomycin I gm vial . 100 5" 
5. Dihydrostreptomycin . 100 2 ;  

6. Streptopan gm. . 125 76 
I gm.. I 62 8 5 

7. Streptodicin I gm. . 100 58 

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

The capacity licensed/inst,alled in respect of penicillin is as fol- 
lows: - 

Name of the unit Capacity in mu per 
annum 

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 thpe manufacturers is bottled by 
them and by the following bottlers who purchase bulk penicillin 
from Pimprj/Baroda/Calcutta for meeting a part of their require= 
ments: - 

(1) Pfizers, Bombay. 
(2) Sarabqais, Baroda. 
(3) Glaxos, Bombay. 
(4) Dey's Medical Stores. Calcutta. 
(5) Hoechst, Bombay. 



The bottlers also permitted to import penicillin to meet part  
of their requirements for vialling. Sarabhais are ermitted to im- 
port first crystals as they have installed capacity or conversion of 
crysttils into sterile penicillin. 

P 
The question of reduction in the sale price of penicillin hnd 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. 

3. The Committee feel that the very purpose of encouraging indige- 
nous production was largely defeated in  this case, where a higheq 
tender involving extra expenditure of Rs. 38,000 fm the supply of, 
1'lwsphotic acid was accepted inasmuch as the indigenously manu- 
f zctured 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 111, 7th Report (3rd Lok Sabha)] 

A c n o ~  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 material 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 pr cent of the total cost. 

In accordance with the existing procedure applicatians 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 tne import of stores which are indigenously ~vai lable  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. 

a 

While considering the question of utilising indigenous phosphoric 
acid by HAL in preference to the imported material available a t  
cheaper rates it has been opined by the Department of Technicat 



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. I t  has beren 
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 processin of imported P'W. Department f of Technical Development are of t e view that it would be better 
to allow HAL to import phosphoric acid than to make them import 

and have i t  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 ?.he 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 considsring 
Ministry of Finance Note on "Purchases from foreign countries" the 
Cabinet at its meeting held on the 2nd September 1959 noted !hat 
"as a broad policy, preference should be given to articles or equip- 
ment obtainable in India, even though their manufacture contained 
an element of expenditure of foreign exchange.' Taking cue from 
the Cabinet decision. the Ministry of Finance, Department of Eco- 
nomic Mai r s  with whom the general question in regard to the extent 
to which price preference should begiven to ihdigenous goods hav- 
ing regard to the foreign exchange position had been taken lap, 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 havr 
to be utilised to the maximum extent possible and that the question 
of price preferente would be considered on merit on each case. 

This note has been vetted by the Comptroller and Auditor Ciene- 
ral of India, vide his U.O. No. 608-CA1255-RAC162-Vol. I datea 
23-9 1963. 

[ON. NO. 5 (9) I BdrAI63. dated 9-1- t 



Recommendation: 

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

[S. No. 42, App. 111, 7th Report (3rd Lok Sabha)] 

The Mandi Salt Mines have been transferred to the Hindustan 
Salts Limited with effect from thc 1st May, 19G3. Information re- 
garding the consequential savings as o result of the tr:msfcr will be 
available after the Company has worked the  source in quc.;tion for 
a year or two. 

According :o the scheduled programme of the  Indian Bureau of 
Mines, a series of bore-holes arc  to be drilled in the arcn of hlandi 
Salt Mines, to  find out thc extent of thickness and the Salt reserves 
in the  Drang and Guma Mines. 

2. The Indian Bureau of Mine,; commenced the work in t h e  miclclle 
of January,  1963. Thc first bore-hole was drilled in thr 'Bhntogi' 
block upto the depth of 123.40 metres. About 40 metrcs crf rock salt 
between the depth of 32 n~e t res  and 72 metres wa:; 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. Thcwafter 
t h e  rig was removed to the third bore-hole in the same block whc!re 
drilling was done upto, a depth of 95 metres. About 32 nletres of 
salt between the depth of 35 metres and 67 metres werc cnca~mtered. 

At the  request of the Drilling Engineer of the  Indian Burcau of 
Mines, the Salt Department has sanctioned construction of approach 
roads to the bore-holes in 'B' series and improvcmcnt of Nacrota 
Mine Road a t  Drang jn order to have a proper road for carriiigo nf 
drilling rigs to the sites of  thc holes of these series. 

4. All necessary facilities are being extended by t h v  Salt Depart- 
ment to the drilling party o f  the Indian Burmu of h l~ncs .  

5. The Indian f3urcau of Mines are expected t o  c-fonplctc thejr 
drilling operations in 36 months i . ~ .  by t h r  end of 1965. 

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

I 0 . M .  N o .  5 (9) /H&A/ti3, d o f d  28-11-63.] 



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 rlixtrssion 
with the Ministry of Hoine Aflairs 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 comnrunicated to the Committee at an early date. 

[S. No. 43, App. 111, 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 
Salt 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. 27,687 (inclusive 
of machine hire charges). As the licensee had already deposited 
IL. 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 
mtrusted for enquiry to the Superintendent, Special Police Estab- 
lieshmcnt, Madras, in December, 1960. The criminal complaint lod- 
4;ed by the Special Police Establishment, Madras, against the accus- 
ed lessces/lic.cnsces 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, .k t ,  1944, and, as such, the offence 
was dcr~med to be non-cognizable for purpose of action in a Court 
of Latv. Thereupon, it was decided by the Salt Commissioner lo  
lake dcpart mental act ion against the accused lessees, licensees and 
rr 'Show Cause' Notice was served on them by the Salt Commission- 
c!r on thc 23rd May, 1962. Charges were drawn up against the Joint 
lessees liccnsees 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) prcqpssive 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 yeat 
1960. 

'rhc Joint Lcssees,'licensees werc directed by the Salt Commissiont.r: 
( i )  to  credit n sum of Rs. 19,572.83 nP. by wag of cess charges 

which had been evaded; and 
(ii) to show causc why penal action should not be taken 

against them for violation of the conditions of the license 
and R U ~  131 of the Central Excise Rules, 1944. 

The rnachinc hisr chasgcs originally included werc esclucic 4 as there 
was no basic evidence to prove that the licensees had ustd depart- 
mental machines for removal of the quantity of salt invnlvcr' 



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 resptxt 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 he 
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 thcsc 
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 
the Salt Commissioner and the appeal 1s undcr cnnsideration of thc 
Board. 

4. The Deputy Salt Commissioner, Madras, was asked by the Salt 
Commissioner to serve a demand notice on the two joint licensecs. 
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 war held 
on the 31st January, 1963 as scheduled and the highest bids (one lot 
of about 5,230 quintals @Ra 3.40 per quintal, another lot of about 
5,110 quintals @ Rs. 3.62 per quintaI and the third lot of about 5,415 
quint& @Rs. 3.79 per quintal) were accepted on the 5th February, 
1963. 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 rc- 
moved and the amount realised is Rs. 26,772 towards the sale price 
of the salt at the accepted bid rate. The amount so far realised 
covers cess charges as evaded and also the flne im ed on them totalling Rs. 20,572.83 nP. In addition to the cess c R" arges and the 
fine imposed by the Government, the joint licensees are required to 
pay an amount of Rs. 15,294.17 nP. towards assignment fee demand- 
ed fmm them. Thus, the Salt department has a total clafm & 



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 M a i r s  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, Corn- 
merce, Works and Miscellaneous, New Delhi. 

[O.M. No. 5 (9) Accts.163, dated 1-84] .  

Recommendation: 
6. 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 Aflairs with regard to the change in the 
rules for taking departmental action before handing over the case to 
the Cwrt. The results of departmental enquiries shwld also be 
communicated to the Committee at an early date. 

[Para 50 (S. No. 43 of Appendix 111) of Seventh Report 
(3rd LS.1. 

A m o ~  TAKEN 

In paragraph 50 of their Report the Public Accounts Committee 
had inter alia raised the following two points 111 connection with the 
case of evasion of payment or salt cess which was detected in 1960: 

( a )  thc feasibility of holding departmental enquiry first befon 
handing over the case to the Court; and 

: a 
( 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 eidence the ~Gmrnittee was assured that 
the matter would be taken up with the Ministry of Home Affairs for 
discussion w ~ t h  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 i s  explained below: 
(a) The present procedure is that departmental action should 

be taken in the first instance before launching a pnrsecu- 
tion. The question whether departmental action should be 
nsrarted to in the Arst instance was considered at  a meet- 
ing of Secretaries in 1958 and it was decided that except in 
cases where the SPE insist that the case should be put u p  
in Court, departmental actian should be taken in the first 
instance It ic; however necessary to point out that 



the question whether departmental action on criminal pro- 
secution shnuld be resorted to  first will arise only after  
investigations are over. At the stage of investigation into 
a complaint i t  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 geL 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 
quthorities. If i t  is decided that the SPE should investis 
gate the case then it would be proper to hold in abeyance 
thc  investigation by thc departmental authorities 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, tht) Investigat- 
ing Officer should submit a written requisition together 
with a list of documents and obta:n delivery thereof from 
the Treasury Officer etc. The Treasury Officer etc. should 
send an immediate report to the Head of the Audit Oficc. 
In such cases the Police should take immediate steps to 
furnish photostat copies to the Treasurv Oficer etc, for 
being submitted to the Audit Offirer in lieu of the original 
vouchers for facility of work in the Audit OfEce. 

It will be seen from the position explained above that provision 
exists for taking departmental action before handing over the rase 
to the Court. In so far  as the question of retaining photostat copies 
of documents etc. is conccrned 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 departmentally and in Court. 

In  so far as the present posltlon of the case commented rln hy the 
Public Accounts Committee is concerned an Inquirv Officer was 
appointed nn 16-8-1962 to enqulrc into the case. Thr Enc~ulr!. 0f icr . r  
subm;tted his Report on 344-1963. On the basis of t h ~  Enrlu~rv 
Officer's report notire has bccn kerved on two Inspcctilrs (S/Shrl 
.M. V. Padmanabhnn and K G ~ ~ v i n d a n )  asking them to show rausc 
why they should not bc rcmoved from scrvire. Their I-rplier: nrrb 
awaited. In the case of another Inspector (Shn S. Lakshminar:~ynn:~) 
his incremrnt has been withheld for a period of two years with im- 
mediate effect. One Jamndar (Shri K Doraiswamv Nnidu) has bccn 
retired from service with cffcrt from 22-8-62 and jt hasheen proposrd 
to reduce his pension by lo? .  

[O.M. No. 5 (9) lU8.A /63, dntcd 27-8433. 



Recommendation: 
7. The Committee would like t o  be informed about the recovery 

of the  cess amounting t o  Rs. 25,887 and the  result of the  discussion 
wi th  the Ministry of Home Affairs w i t h  regard to  change in the rules 
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. 111, 7th Report (3rd Lok Sabha)] .  

ACTION TAKEN 

The Ministry of Home M a i m  is concerned with the portion 'A' 
o f  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 pasition regarding that recommendation 
has already been explained to the Lok Sabha Secretariat (P.A.C.) 
vide this Ministry's O.M. No. 3012163-AC. I dated the 26th April 1963. 
Recommendation: 

8. The Covrnzittee are perturbed at the huge amount of about 
Rs. 34 crores for u;hich utilisation certificates are over due and are 
still awiated from various State Boards/Institutions as also at the  
&lag in rccocering a sum of about Rs. 4 crores which is refundable 
to  tire Conlntissinn. I t  is distrirbing to note that n o  e fect ive  steps 
have been taken b y  the Commission so far against the parties for their 
failure to furnish the certificatas. They  wonder if the  failure to  
ftrrnish t h e  ~itilisation cerrificates for such long periods does not in- 
dicate thar the amounts had not been utilised in all cases for the pur- 
pose fnr whirl? they had been sanctioned. In the  absence of any con- 
c tr fed and s~rs?nincd eflorts on the part of the Commission to  im- 
prnt3e innt;ers (111 t hesc! years, the  Committee cannot he1.p feeling th.ut 
there has been a lack of planning and s~iperz?i.sion which is regret- 
table. To  improve this state of afairs the  Committee suggest thcrt 
the  following steps be taken urgently: 

( 4 )  The Mtnurry o f  Home Afnirs  should adopt procedures. 
simtlar 10 those to he adopted in the  case of State Boards in 
rcspecr of Centrall?~ Administered Temtories .  

( 5 )  L 0 * 
IS. No.  50, App. 111, 7th Report (3rd Lok Sabha) 1. 

The hIlnlstry of fIo!nc Affiilrs 1s concerntld id!: 111 rta,spcct of sub- 
p a n  ( !) of pi3i.a 57 c ~ f  the rccornrncndatinn The actlon tin th s sub- 
p : t~~~grnp l~  is ticpcndcnt on the procedure to  be a d o p t 4  by the Minis- 
try of 11litus:ry in the case of Stote Boards. That  htinistry h a w  
intimated that  thry h n \ ~  not finiillscd any procedure in this respect 



so far, and that the matter is still under examination in the Khadi .& 
Village Industries Commission. 

[O.M. No. F. 30/6/6LAC. I ,  dated 7-9-63] 

MINISTRY OF INDUSTRY 

Becommendation: 
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 spitit of the rules. In accounting matters, such 
transactions are the least expected jknn a missionary organisation 
like the Khudi Commissiorr The Committee sulggest 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 111, 7th Report (Third Lok Sabha)]. 

A new formula of giving working funds to institutions is under 
consideration of tbe 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 (Q) /B&A/63 ,  dated 2-11-a] .  

Recommenda tion: 
10. The Committee would like to stress that rela.ration of rules 

should be an exception and not a rule and therefore relaxation should 
be allowed only after Government is fullg satisfied about its neces- 
sity. The Committee consider it unfortunate that the utilisntion 
certificates were not submitted w e n  aftm the extended period. In 
their opidon, this calls.for strong measures against the defaulting 
paeies. 

[Sl. No. 54, Appendix 111, 7th Report, (Third h k  Sabha)]. 

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 nonnal 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 on1 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 institutfons to the 
Cornmiasion would a h ,  it is expected, lead to better watch over the 



tutilisation of funds in future. Out of the total of Rs. 34 crma in M6 
,pect of the amounts disbursed during and upto the year 195940 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 on1 Rs. ? 93 crores. 
Even in the Audit Report, 1963, the amount for w CI 'ch the Utilisation 
Certificates were due from the registered institutions is shown 
Rs. 4:56 crores as against Rs. N.86  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:- 

Amount for which Uti- 
Lisation Certificate# 

are awaited 

Upto 31-3-1957 . Nil. 
1957-58 . . Rs. 845,661 
199-59 a . Rs. 7,32,161 

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

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

Recommendation: 
11 .  The fact that the percentage of increase in the erpenditure 

on the administration of the Commission is disproportionctely higher 
when compared to the percentage of increase in  the total expenditure 
of the Commission on loans and grants for the corresponding perid, 
indicates that there is further scope for economy. The Committee, 
therefore, suggest that a further review of the work load in variow 
sections be made and reduction in  erpandtture efleeted to the maxi- 
mum extent possible. a 

[Si. No. 55, Appendix 111, 7th report (Third Lok Sabha)] 

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)lB&A/63, &ed 4-12-63] 



Hecommendations 
12. The Committee are anxious to ensure that preventive measures . 

are taken in such cases so that such irregularities do not occur. I t  
is essential for this purpose, in the opinion of the Committee to have 
a better and stricter control bg the Ctnnmi.wion over the activities 
of the State Bonrds. Thev trust that the Ministry, in consuliation 
with the Commission and the Comptrolle~ and Auditor Ger!ernl 
w o d d  be able to evolve a suitable procedure early to meet this end. 

IS. No. 59, App. 111, 7th Report (3rd Lok Sabha) J 

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-vis the State 
Boards was discussed at length by the former Chb~rrnan of the Com- 
mission with the Comptroller and Auditor General on 13th February, 
1963. It was agreed that the Commission would n:it be hcld initially 
accountable for the irregularitirj pertaining to the accounts of the 
State Boards unless they have occurred dircctlv :IS a rcsc~lt of ncglcct 
of rules and safeguards or defect in procedure in thc Commission 
jtself. Thr Comptroller and .4uditor General also dcciclcd rhnt in 
an such cases the irregularities m i ~ h t  initially be bro1;ght t o  the 
notice of the Commission who would either takc suitable action t a  
get the irregularities ractified by the State Bonrds or col~sidcr with- 
hoIding of further Erants loans to the Stale Boards u n t ~ l  rcmvdial 
measures are taken by them. If however, Audit is satisfied that the 
Commission was not taking any action in this regard, i t  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- 
cised in respect of grants-in-aid paid by Government to private in- 
~ti tutions etc. It hss 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)lB&Al63, dated 3rd August, 1963) 

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



utilise loans and grants f w  purposes for which these me  granted 
and to tender proper accounts etc., should be treated as serious 
lapses and the question of black listing such Organisations should 
be considered. 1 

(ii) In, view of the irregulatities disclosed in these cases of exhi- 
bitions, the Committee desire that a review should be made of the 
procedrire followed in organ.ising such exhibitions and giving finan- 
cial amiatnnce therefor. I t  should also be seen whether the grant of 
jhancial assistance bg the Commission f w  holding such exhibitions 
has in any wag resulted in stepping up  the sale of the product3 or 
in making them popular. If the amounts spent are not cornmensu- 
rate with the T C S Z L ~ ~ S  achieved, the question of discontin.uance of the 
practice of giving Eoansigrants to wch  exhibitions should be serious- 
ly considered. 

[S. No. 61. App. 111, 7th Report (3rd Lok Sabha)] 

Acnox 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 n 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 
sermu.4y considering the proposal. If, on examination, the grant is 
ustificd and is agreed to, the question or refund of loan by the State b oard would not arise 

( 1 1 )  While the Commission would very much like to accept the 
recommendation of blnckl~sting Organising Institutions it feels that 
if recourse is had to such an action the response from such Institu- 
tmns will bc poor, as these are manned mostly by self-less workers, 
and their enthusiasnl will be dampened. The Commiss:un will, how- 
ever, cndeavour 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 v ~ e w  to avoid their recurrence. 

( i ~ i )  As regards the utility value of these exhibitions vis-a-vis tbe 
expendtture, the Commission is satisAed that the exhibitions for 
which financial assistance had been &en have proved to be an 
effective medium to popularise the Khadi & Village Industries pro- 
ducts. These exhibitions are intended to create a n  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 
a t  this stage will give a set-back to the activities of the Commission. 

[OM. No. 5(9) /Accounts/63, dated Mnd Augwt, I=] 

14. The Committee feel that had the meters been instaltext in 
time, the slam recovery of Rs. 32.055 could huve been avoi&d 



'Thw hope that the ba1&w of the dues will be tecwered eatly and a 
report submitted to them. 

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

The Okhla Industrial Ektate was transferred by the Government 
*of India 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- 
sumere 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 Walled in different factory buildings remained out of order 
and did not gie correct reading of water consumered by different 
allottees. 

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)/Accwnts/63, dated 24th July, 19631 

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 w emergency .ream existed, G m m e n t  s h l d  have 
taken special steps to acquire the lcrnd in t i n e  and started the cons- 
truction of the building according to schedule. The Committee would 
like to be infwmed when the construction of buildings i s  completed 
in both the cases~ @ 

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

ACTION TAKEN 
The main reasons for delay in establishment of an extension centre 

at Bhubaneshwar were the ban on construction of buildings inlposed 
in the middle of 1957 and the vacillation of the State Government in 

&deciding on the plat 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 as 



'Ministry. Constructim work of the temporary shed required for' 
installation of the machinery at this extension centre will be corn 
menced after the formalities regarding execution of the sale deed 
and sanction of lans are completed. The matter is under come% 
pondence with tk' e State Govenunent. 

In th case of Nabadwip also the delay in the establishment of .  
the Centre was due to non-availability of suitable rented accolnmoda- 
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 Iand were completed in 1960 and the 
actual construction of the building was commenced on 11th Feb. 
m a y ,  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 29th 
March lM3 and temporary power connection obtained. The entin 
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, 1963J 
4,  

12th Report (3rd L.S.) 

hornmendation: 

16. The Committee of 195859 has also espressed concern at the 
unsatisfactom~ state of ajjrairs pervailing before the Commission wa8 
set up in 1957. I t  might perhaps be too early to evaluate the pr+ 
gress of the Commission. The Committee, however, would like to 
point out that if the funds earmarked in pursuance of the  po2i.q of 
Development of traditional Khadi ate to be self-spent, the financial 
ptocedtrre to  be followed bg the Commission needs tightening up. 
The Cornnuttee trust that the Commission u4l address ibelf to 
this matter. it is the responsibility of Gwetnment (who w e  
accountable to Parliament) to assist and clothe the Cmmission, if 
necessary, with greater powers fw dealing with s tatutoq State 
Boards. 

Further comments of the Committee (1961-62) 
The Committee urould like to know whether Finuncial Regulcrtionr 

.have been finalised by the Committee. 
[S. No. 7, App. I!, 12th Rq>ort, (3rd Lok Sabha)] 

A note (Annexure) has already been sent to the Lok Sabha See 
-ntnriat  indicating the position regarding Analisation of Financial 
'Regulations of the Khadi and Village Industries Commission Tb 
matter has not progressed further and it is still pending with t b  
Khadi & Village Industries Cornmissioa 

[O.M. No. 5 (14) /B&A/63, dated 21st September, IOQ] 
-259 ( Aii) U-6. 



ANNEXURE 

MINISTRY OF COMMERCE & INDUSTRY 
(See item 16) 

At Serial No. 13 of Appendix I to Vol. I1 of their 42nd Report 
(Second Lok Sabha), the Public Accounts Committee dcsired to  
know whether Financial Regulations have been finalised by the 
Khadi & Village Industrier.. Commission. The position in this respect 
is that the Financial Regulations have been finalised by the Coin- 
mission. Financial and Accounts Rules of the Commission hsvc, 
however, been drafted excepting a few portions. The draft has been 
prepared in consultation with the Financial Adviser to thc C o : ~ ~ n i ~ s -  
sion, and it  is awaiting the approval of the Commission. 

The preparation of the regulations required the serwccs o f  n 
suitable officer with considerable experience and knowlcdgc of Gov- 
ernment accounting, rules and procedure. The Officer, having bwn 
appointed, could not complete the work as he had to be given certain 
other assignments, which could not be attended to in  add~tlcm. IIc 
was appointed full time in August, 1961 only. As the Cornm~ssicm's 
activities cover a wide field, the officer had. necessarily. to d~scuss 
the actual working of the different sections and of the trnd!ng schvn i c ,  
w t h  a large number of officers and visit a number of Trading nnd 
Production Centres for collect~on of the requisite material. This 
involved much time and labour." 

Sd/-  K. V. VENKATACIIALAM, 
Joint Secretary to the Coot. of l n d i n .  



APPENDIX XI1 
MINISTRY OF INTERNATIONAL TRADE 

Statement showing action taken or proposed to be t a k m  on the n- 
commendation of the PAC. 

SEVEh'TH REPORT (THIRD LOK-SABHA) 

Recommendation: 
1. Whatever be the reasons for the shortfalls, the Committee are 

nc)t happy about the persistent sirort-falls against the budgetary pro- 
visions gear uftcr year, as they are clearly indicative of  a t e d e n c y  
to prozvde for laryc funds than what could be usefully spent. The  
Ccnn.rrurtce jcel that t h e  grants made to the Tea Board should hzve 
been lirrlttcd to their  capacity t o  spend. The Committee suggest 
that the Ministrt, should restrict the allotment of funds to  the Tea 
Board ;n the l i y i ~ t  oj past performances, specially i n  view of the 
presmt emergency. 

[S. No. 63, App, 111, 7th Report (3rd Lok Sabhr).] 

The Ministry have taken note of the above observations and will 
endeav:>ur k b  escrcisc stricter control to minimise the possibility of 
Iargc unspent balances. 

[0..11. :;o. 7 ( 1 )  -B&A/63, dated 28th August, 1963.1 

3. ( i )  I n  rtynrd to  the  atrbourlts spent o?t propaganda in India, 
tchile rtor~nq r h n t  i he fiqures hove been progressively reduced, the 
C n n m ~ : r c ~ ~  nrv 01 thc t3rew that t h e  figures are still on the high side. 

( i i )  1'h2 C C Y ~ Y : J I ~ . ~ : L ~ ~ ~  src t rxnb le  to appreciate the reason why the 
G'bvt rn vlv.'rlt l i \ l i  1~ r i r  t*l( ti,*s.re :o h a w  mote drrd more qtrant i t tu  of 
tccl jor t7.yv]rr to forc'yri t-ilitrp:rlt7s s ; ~ o . L ! ~  spcitd heary arnwntr for 
pr(pr ja :  7 1  l: ct)nsti tnp!ton of tea inrernull y  whrch is a!ready being 
7 ! r ? > r ; w : c  t :adc  thcmselvrs. Nor do thcl, see any *ti$- 
c-at ton f f ~ r  \ b p . * i ~ d r v l g  o r ! ! /  m t n s  o f  niomys (about Rs. 14 lokhs) or, #ref 
a n d  cvstflh! sllim~rrt !or ~~tternal  propaganda uqRtch codd be nlttctr ' b t -  
tt'r clrll~.wd for prc)rxlg~atlnq thp prontorjon of tea sctles abroad, which 
~9 sttrtcd. to  Iw rh t .  nvorcc3d pol~cv o f  Government, and which is ~ r u ,  
so ~ssrnfdzl :11 t q t t w  of the hentqy drop in the e l r p d  of tea during 
1961 a:; crmlpared 1.) !hc year 1956. 

In tvst>ccr of tht* propc~gandn for tea prmaotion abroad, the Corn- 
mittcp f ~ e l  that th t  pr~srnt polir?~ needs reorientation. In their opC 

n i o : ~ ,  propnganda .ii-nrk s l t~~ i ld  be concentrated more i n  those WU* 
tries ziyhme cm~suniptim o f  tca riras appreciably less, while stme 



wmk should continue in the countries where the rate of tea consump- 
tion was quite high in'order to ensure that there was nd fall in the 
level of consumption." 

[S. No. 64, App. 111, 7th Report (3rd Lok Sabha).] 

m n d i t u r e  on internal prmotion is being reduced to the abso- 
lute minimum. Though the gross expenditure on this item was 
Rs 18-23 lakhs, Rs. 20.60 lakhs and Rs. 18.30 lakhs during the three 
years 1960-61, 1961-62 stnd 1962-63, the nett expenditure amounted to 
anly Rs. 12.81 lakhs, Rs. 13-67 lakhs and Rs. 11: 91 lakhs respectively, 
after deduoting the sale proceeds of tea and snacks and adrninistra- 
tive fees from canteens realised and proportionate charges on account 
a€ officers and staff of headquarters of the Tea Prmotion 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- 
h r e  on the purchase of 2 chassis and for building their bodies 
(Rs. 51,000) and on account d participation in the Indian Industries 
Fair (Rs. 1.26 lakhs) . This expenditure cannot whollv b~ regarded 
as on internal promotion as the vans are operating abroad to s e n e  
the needs of external promotion and the Board's participation in the 
Fair was primarily aimed at attracting the attention of a large nurn- 
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 takm 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 
Lndia was Rs. 11.01 lakhs. Rs. 11.28 lakhs and Rs. 11-20 lakhs in the 
year 1960-61, 1961-62 and 1962-63 respectively. This has remained 
more or less stationary notwithstanding the extra expenditure incur- 
red during the latter 4 years in implementing the recommendations 
uf 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 w h ~ r c  
there is a dawnward trend in offtake of Indian tea. Recent deci- 
sions taken by Gwerment  cover the opening of the Tea Centres in 
London, Edinburgh and Dublin and coqperating with Ceylon and the 
local trade in Australia in a joint campaign to propagate teas. In 
the framework of intensified foreign propaganda, the existing staff 
for internal propaganda is being diverted or readjusted to me+ such 
xweds. The Tea Centre at  Bambay and other Tea Bars and Buffets 
in the country also serve as efforts at p r m d i o n  of'tea outside India, 
a i  these are !being patronised by a large number of foreign toYrisrts 
and visEtors, 

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



Recommendation: 
The Committee are u w b k  to find any justification for such 

Zurge saving on development schemes (to the tune of Rs. 12 Zukhr) 
on the one h a ~ d  and on the other the failure to improve the produc- 
tion of green tea which has a good em market. They trust that 
proper attention to this aspect would be given in future. 

[S. No. 66, App. 111, 7th Report (3rd Lok Sabba).] 

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

The Board have also been paying special attention to the greea 
tea growing areas. A loan of Rs. 3 lakhs on easy terms was extendc 
ed by the Board to the Punjab Government for the setting up of 8 
Cvoperative Tea factory at Bir (Kangra). The construction af tbp 
factory with an inltial annual capacity of 2 lakh pounds is under prr+ 
gress. The Board also have posted a Field Advisory Officer to ree 
der technical adv~ce and guidance on improved and scientific rn* 
thods of tea cullivation to the small growers in Kangra, Mandi rzsd 
Dehra Dun. A special research scheme has also been started at the 
Palampur Demonstration Farm with financial assistance Erom the 
Board to help the small growers of Kangra. The Board propose to 
place at the disposal of the State Governments tun& for disburse 
mcnt to small growers in the formation of Small Growers' Co-opem- 
tives for improvement of plantations. There is further a proposal 
start a Co-operative Tea Marketing Society in Kangra to ensure ~ l c  
ganised marketing facilities for the small tea growers of that arer 
An expert team visited tea plantations in the Punjab in A ril 1963 
and their report incorporating measures for improvement k' as been 
forwarded by the Tea Board to the Punjab Government for con- 
sideration. Government and the Tea Board are thus alive to tbe 
need for assisting the green tea producers and will continue to pry 
special attention to their problems. 

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

The Commit tee feel unhappy we? the inordinate dehy and 
Phs? resultam Ioss (about Rs. 2 b k h )  that has occurred in this cosr. 
In their opinion, with better pkrnning d croordinctlion 6 t h  th 
Indian Embassy in Egypt and a sense of urgency, the Tea Centra 
could have started functioning much ear1k. M o r e o v e t ,  in the ab- 
renoe of the Tea Adviser designate, the Centre could ;have been s t u d -  
ed undet the guidance of someone else with scnne knowledge of cut- 
rring, etc. during the interim period. They hope such w e s  wilt not 
recur. 

[S. No. 67, App 111, 7th (3rd Iak Sbha).) 



A c n o ~  T A K m  

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

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

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

IS. No. 69, App. 111, 7th Report (3rd Lok Sabha) .] 

Th? above recmmendation follows a general observation made . . :n &.., 1G.h Eeport of the Public Accounts Committee (Stxond Lok 
Sabha!, viz. since large sums of money are voted by Parliament for 
payment to such Boards as grants-in-aid, it i.s only proper that Par- 
liament and the Public Accounts Committee should be apprised of 
their activities. It 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 Adminktration Re- 
ports to Parliament. In practice, however, thc Buard had been pr* 
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 Buard from the 
year 1958-59 onwards have been placed before Parliament. The 
latest report of the Board, viz. for 1961-62 has been laid on the tabler 
of both the Houses of Parliament in January, 1963. 

6 

3. In accordance with the earlier recmmendation of the Public 
Accounts Committee, the Comptroller & Auditor General of India 
has decided that the audit of the accounts of the Tea Board conduct- 
ed by the office of the Deputy Accountant General, Comrn~ rcr, Works 

-7 Viscellaneous, (then Deputy Direc:or of Audit, Food, RchabiLi- 
. .$*:?ply, Commerce, Steel & Mines) Calcutta, should be so 

,,rr-.~:r-)d t h a t  th?  Audit Rcpnrt*and audited accounts would be made 
available to 111e Tea Board in time to enable it to include them in 
the Annual Report. I t  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 Publlc Accounts 'committee wiu 
be given effect to by the Tea Board and the Government. 

1 [O.M. No. 7 (1) -B&A/M, dated 28th August, 19631 
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6. The Committee aTe not quite satisfied wi th  the explanation n- 
gatding delays in despatch of exhibits and are unhappy to note thrt 
inspite of their earlier tecmmendatwns, dehys  ate &ill occurmrg. 

The Ministry should fix time limit within which all the exhibib 
propet13 packed should teach the pmt and the participants, who 
should be noti f ied suflciently in advance, told that no exhibits would 
be accepted beyond that. 

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

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 abrord 
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 n(,rtified sufficiently in advance of the Government's decision 
on t h e  nn:l!+~nl programme of Exhibitions. In addition, detailed in- 
structions 10 participants are also issued well in time before each 
cvcnt in r L p r d  to  packing marking etc. and the last date of accent- 
ance of g o d s  b>- the shipping agents at the port. Thus, the PA.C.'s 
tv;shps art: being impiemented in full in this regard. 

On the whole, this has yielded satisfactory results. The bulk of 
cshib:t.: art. : ) be supplicd free of cost by the Trade m d  Industry. 
Thc rcspnnsc from Tradn and Industry has no doubt improved of 
la:@. IIiwcvcr, i: is s:~il somewhat patchy. Response depends on 
the par:ic~pnnts' knowlpdge and assessment of the market in the area 
of t>shihi::c;n, and immediate returns by way of business etc. Thow 
industries wh!ch can'~ot immediate, results in a competitive 
intcrnntlonnl mi~rkr: d,) nut always readily come forward. Further- 
mcvrv, t l ~ c  Iw:tcr i n t e ~ m l  market in India is another deterrent. Many 
scctors o f  I n d u + t ~ - y  and Tradrl would go unrcpresented if Go\*un- 
m m t  docs no! mnkt' considrrahle rfforts to fill u the gaps in secton 
in which ndrqun4e rrpr~hentntion is not o b t a i n s  The last date for 
rec~ip:  of goods has vcry eftrn to hc extended so as to enable the 
gaps to be filled up. A rigid enforcement of the target date origi- 
nally stipulntcd for rcccipt of goods and rejection of late comers will 
make the displas unba1nnct.d and also leave many commodities un- 
reprcscntrd in forciqn markets. It has also been our endeavour to 
avoid criticism hy Aud!t !hat cshibition halls hired at considerahie 
cost to Government do no: contain a sufficient quantity and variety 
of exhib~ts .  Sincc participants are to send their p d s  direct to tho 
clearing agents nftcr obtaining the approval of thcir exhibits from 
Government or thc Ex-port or Commodity Promotion bodies, the 
actual position regarding the m o d s  reaching the port in time for ship 
ment becomes known to the Ministry only after shipment Very aftan 



transport bottlenecks to happen even in transport within India: 
itsell. No liaison office at the ports at present to keep continuous 
watch over the collectican of gods at the ports and the shipping 
could be arranged due to the continuous need for economy in ex- 
peaditure. Shipping is also subject to vagaries of weather, port 
mnditions, sailings and transhipment etc. Nevertheless, such lid-- 
wm offlce at ports will be set up if found unavoidable. 

7. The Committee feel thut if any useful purpose is to be served 
b~ participation in the Znternatlonal Fairs and Exhibitions, the Gov- 
mment  would be well advised to induce the private Trade and In- 
dustry to take more active part both financial and adrninistrativcly 
in such exhibitions abroad, so that they may also feel a7 active partt- 
cipants. . . . 

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

Administratively, as explained in regard to the answers to the 
ahservations mentioned at item 10 (i) and 10 ( i i i )  at prc-page, the 
established trade and their organisations arc always associated. Their 
6nancial participatian, however, is now limited to the estcn: 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 paying 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 Lndian Exhibition now being oganised 
at Moscow in July, 1963. Government has constituted an Advisory 
Committee under the Chairmanship of Shri G. D. Birla. Commerc~ai 
participants are required1 to pay Rs. 55 per Sq. f t .  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 
abroad to demonstrate their products and convass business during 
exhiibitians. 

(iii) Further, Gwemment &leases foreign exchange and also 
gives advice and guidance to the Trade and Industry who desire to 
perticipate an their own in International Fah!Exhibitions in which 
Government do not take direct part. 

Govmment is, however, constrained to cwrdinate, fhance and 
administer exhibitions abroad for the following reasbns:- 

(i) l b y  of our industries are still in the development stage and. 
require not only protection but also the active support of G w m -  
merit ir exploring and exploiting foreign markets. 



(ii) Proper trade publicity and demonstration has to be carried 
out on a global basis with long term objectives, which only Govem- 
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 attrpc- 
tive scale. u 

(iii) If Government does not take an adive role in Fairs and Ex- 
hiibitions abroad, many industries and trades spmially the developin 
ones such as Small Scale and Cottage and Tourist industries w iff 
not be properly represented and publicity will be lopsided and r t ,  
tricted to few sectors. 

( iv)  B?; and large, Trade and Industry are not sufficiently ex- 
port-minded arid do not appreciate fully the need for trade publicity 
and demonstration ahroad. The risks attached to export trade, the 
attractive homc market where no such risks are involved, are also 
contrihutoy factors to this attitude. 

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

(vi) The Government is also enabled to publicise abroad achieve- 
ments In :he Cultural, Social, Economic fields and Plan Publicity, 
forcig~l mvcstmrn t opportunities etc. Trade and Industry cannot be 
expectcd to  handle these thmnes. 

Rccon~n~encint ion: 
8.  Thc ;Iliv~str!/ ~houlcl W U P  tnstructmns to officers concerned and 

t o  hl;~.i.oli~ (tl)roi~d ~ ~ ~ h l t ~ r v  such exhibitiorts are held that a proper 
reglster/irlrc?;tc~rjl o j  r z l l  ?he arr r l e s  shortid be rnalntaf ned, so tiaat 
a proper ched: can he r.wrcised on the  duposal of exhibits. 

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

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 px)ds, or their being taken charge of by the Mission, and 
the exhibit~on was vex?; short; and the records or of accounting could, 
therefore, bc completed only after the event. The observation of tbe 
P.A.C. has again been communicated to all Missions and ofRccrs for 
strict compliance. 

9. The Committee are unhappy to note that sanctions for erpeMtC 
fure abroad are wsued without propm examination of facts and figurn 
unti without catmlting the Missions concerned about the detatlj on 
tohich estimates were based. They hope that a suitable procedure 
w l l  be etwltwd to etlirure that such cases are not repeuted 

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

Sanction for expenditme on exhibitians abroad are issued o 
estimates framed after obtaining newssary data and estimates % 



.the Missions concerned. In the cases of the two Indian Exhibitions, 
.at Beunos Aires 1959 and 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 
ldisplay may be achieved. Savings resulted were an 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. P 

Recommendation: 

10. The Committee do i ~ o t  appreciate the manner in which the 
question of disposal of exhibits is being handled. T h y  suggest that 
eflective steps should be taken to ensure that exhibits are disposed 
of as quicklg as possible to azroi,d incurrhg of loss on that accourtt. 
Before disposal of the exhibits abroad, it should be ascertained u?lze- 
ther the cost of retransporting them back to India would be less 
than the loss likely to be sufered by such disposal. Missions abrmd 
should be asked also t o  furnish the Ministry with. stock lists of 
exhibitions regulurl y. 

[S. No. 12, App. IV, 8th Repo~ t  (3rd Lok Sabha).] 

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 cxki- 
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 insist$ 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 lo 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. 

Disposal of such goods, as are returned, at the ports is also being 
.arranged to avoid 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 a're already extant 
The Missions have been issued strict instructions in this regard re- 
cently also. Compliance with the instructions by the Missionr ia 
and will be watched carefully. m 



11. The Committee are unhappy over the lethurgic and ineficient 
manner in which the Directorate of Exhibitions is functioning. It is 
surprising that even after a lapse of five years pending insurance 
claims have not been settled owing to non-availability of fonns. NOT 
,have any account of the contents of the packages etc. been maintain- 
ed. The Committee desire that a thorough investigation into the 
aflairs of the Directorate should be made, responsibilities fixed for 
such slackness in performing the duties a d  suitable disciplinuty action taken against the oficers concerned. 

[S. Na. 13 (i) ,  App. IV, 8th Report (3rd Lok Sabhq).l 

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 viz., the packers, the shipping and for- 
warding agents, the carriers both internal and international, the 
consi_gnees port authorities particulariy Part  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 arbitrarily force the insurance company to  
satisfactory settlement. At best Government could go only to the 
Court of L,aw for a remedy and this could be resorted 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 
arc not settled in time. 

It w a s  also obscrved that accounts of the contents of certain pack- 
ages in tho store have not been maintained. In  this particular case 
too, it seems, there is a misund~rstanding of the situation. The pack- 
ages referred to have been receivcd from overseas and thev had re- 
levant invoices attached to the shipping dckuments and they were 
awaiting the survey required under insurance. The boxes could 
not be opened and contents entered into the stock register beforc 
the survev could be completed. The officer, who was doing the phv- 
sical vcrificatinn, it seems, has made his observations inadvertantly 
in regard to these boxes. 

12. The Committee further desires that a survey of the tcork done 
by the various Exhibition Secticm tcnder the Ministw of Commerce 
and Industrg should be made early in order to atmid any duplication 
o j  work by abol3hinglmerging some of them, if necessary. 

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



The units under the Ministry concerned with Exhibitions am- 
(i) The Directorate of Exhibitions; 
(ii) The Exhibition Unit in the All India HandicTafts Board; 

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

The Directorate of Exhibitions organises Trade FairslExhibitions 
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 devec 
lopmen t, 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 ceTtain commodities. 

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

Recommendation: 
13. The Committee would also like the Ministry to review the 

position rega~ding the Government participation in Exhibitions and 
Fairs in order to ascertain whether any beneficial 7esuIts, in the shape 
o increase in the sale or export of commodities or otherwise have 

own from the activities. Thereafter the question of curtailment of d 
these activities, to the extent possible, should be examined so as to 
conserve foreign exchange and. other expenditure. 

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

The real purpose of exhibitions abroad is to keep in touch with 
markets and also to give visual commercial publicity to India's ex- 
pomble goods. Visual Commercial Publicity supported by ancil lar  
publicity is essential as the world market now is a ',buyers' market. 
As in the case of any other publicity, such as advertisements, it L 



difllcult to measure quantitatively the trade which has redted out 
of an exhibition except in cases ar events where a trade is tracked 
through the events or fairs by means a[ granting a fair quota for 
the import of goods. Nwertheless, the number and nature of the 
trade enquiries being obtained to give the Government and the par- 
ticipants a fair idea of the results. Judging from the numb* and 
nature of the trade e n q u i r i ~  receivelain 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 effart 
to keep in touch with thn market 

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

[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 195% 
60 g i v i n g  information about: 

(a) Selection and receipt of exhibits, 
(b) Dificzilties in shipping etc., 
(c) Financial cmmitntents, 
(d) Maintenance of stock registers, and 
( e )  Disposal of exhibfts." 

(E!) Selectim and Receipt of Exhibits 
( i )  In their 18th Report, !he P.A.C. had instructed that the parti- 

cyan 's  for eshihitions and fairs should be given adequate notice so 
that lht. ntwssity for air-freighting of goods is avoided. In view of 
this adt.ice, which was accepted i?t toto by the Government, forward 
programme of Eshibitions abroad for the next Anancia1 year is cir- 
culotcd to the E s p r t  Promotian Councils, Commodity Boards, 
Chambcrs of Commerce and Trade, Mercantile Firms etc. as soon as 
thc fornard programme is determined on the advice of an  "Ad-hoc" 
Advisary Committee on Exhibitions and Fairs abroad. This tenta- 
tive programme framed at the time of budget proposals for the next 
p a r  genet-ally reflects the intentions of the Government and ib 
a d v ~ n r c  circulaticm is intended to fnform the participants and give 
them time for making up their minds as to the chaice of evonts that 
they would like to participate in and prepare their exhibits. 

(ii) This tentative programme is Analised after considering the 
fund:; granted in the !budget, later developments etc. As each event 
in the programme comes u in the calendar, advance preparations 
ue made well in time and tRe planning in detail is flnalised for each 
individual exhibition. Shipping information is obtained from the 
Shipping Agents and tarm date for the participants to send their 
goods to the Shipping Agents is circulated to all partidpants fa 



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 charges and deterioration of 
exhibits ir. storage are minimised. 

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

(b) Dificulties in Shipping etc. 

However, the actual shipment and deliveries at the destination 
are dependeut on so many factors. To mention only the more im- 
por tant they are: - 

(i) Although adequate notice is given through the circulation of 
tentative programme in advance, the particular exhibition circular 
s t ~ p l a t i n g  target dates for shipment etc. is also issued in time and 
in addition special efforts are made with individual parties. The 
collection 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 rcprescntation of commodities, 
whch are considered essential from the tradc point of view, f ~ u t h e r  
efforts have to be made to  persuade and collect from private parties 
such representative samples. It is also necessary with a view to 
avoiding unnecessaq espenditure, that ship men:^ should be rffccted 
in mmomic lois and thus the collection and despatch of exhibits is 
dependant on the smooth flw of thc exhibits in  time from the pri- 
va;c parties. It some times happen that some eshibitars scnd their 
goods to the shpping agmts at the elevcnth 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 lcnving a port in 
time, availability of shipping space, conditions in the port, and wea- 
ther conditions as well as port conditions a t  port of !ranshipment or 
discharge. These are factors which are beyond the control of the 
Government. Cancellation or postponement of schdured sailings 
without adequate prior notice also somctimcs complicates the situa- 
tion. 

(iii) The prevlous paragraphs explain in brief the normal precnu- 
tions taken by Government and how the upsetting of the shipping 
programme sometimes happens. Action for eollrctic~l of goods for 
the Lyons International Fair (April, 1959) and Tokyo International 
Fair (May, 1959) had been initiated in January/Februnry, 1959 res- 
pectively before issue of Public Accounts Committee's Report dated 
24th A ~ r i l .  1959. The causes which led to delayed rcccipt of goods 



at  :he particular exhibitions mentioned in paragraph 18 af the Audit 
Report (Civil) 1962 are explained below: - 
Lyons International Fair, 1959-4th to 13th April, 1959 

Participants wcrc addressed on 9th January, 1959 advising them 
of Government's intention to participate in this Fair and were also 
informed that goods should reach the shipping agents latest by 20th 
Februarp, 1959. Formal 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 March, 1959 taking 
SO caws. 30 cases received late from parties for shipment by this 
saliing were shipped in two vessels, scheduled to sail on 10th March, 
1959. One of thz tn'o vcssels, which carried 4 cases actually ssiied 
on ;2:h March, 1959; the other one which carried 26 cases left on 
scLldu1c i . ~ .  10th Xlnr,::h, 1959. All the consignments were to be 
unioadcd a t  Gcncn ,:n : .',:rther transport to Lyons was to be made 
53' he kwerland route. The normal period of voyage to Genoa was 
. l ! ~ u ~ . t  11-17 d o j ~  Normally, these goods should have reached the  
Exhlbi'ion Site in time. However, there was congestion at "he port 
of ilcnoa. Thcreforc, 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, 1959 about these shipments, managed the cus- 
t ozs  clcaranc.. and othcr formalities and put these exhibits on dis- 
play bcforc I!:? Fair opened on the 4th April. 1959. The last con- 
~im!ne:lt of 4 caws hv the vessel which left India on 12th March, 
19!3 riwhcd Lyons after the opening of the Fair. Nonetheless, the 
Mission clcar!*d thcm also and put them on display. 

I:., a;iditiLin, :hcrc was one case of samples of handloom textilee 
tlown di:-c,-t t 3  OU:' Embassy at Paris by the All India Handloom 
Ho:l;.ci. Tf~is w s  d ~ w  at :hc cost of that. Board. This case was 
tnkcn Cr,!n! F':!:-i:i : . I  Ly:m anti  put on display whiIe the Fair %.as In 
progrcss. 

T h u i .  i t  n.i!i h:. .s:.cn that no exhibits were received aftct the ter- 
rnmnri,w c . r f  ::it: Fair and :he delay which occurred in the delive 
l.,f t!w \:xi~iJ;::.i a: Lyons w a s  due to circumstances beyond cont 
? ' o k ? ~ ,  I,lrt,rvrci.rlrr.r.,; Trnclr Fair. 1959-5th to 22nd May,  1959. 

2 
Tnta prov:sion;:l :lookins of the space in this Fair, made by Gov- 

crpmwt,  n.as cnn:.cllril iy thr Fair au!horities. Information about 
thr rr*::or.ati:,!l or' $1:. twoking of a smaller space was received only 
.:n :' 1 S! Ftki,r11:tr!.. 1959. In the meanwhile, however, informatiou 
ah:):.!: + ! I ~ ,  n\ .n i l ab i~  sailings to Japan had been called for from Ship- 
p.?r.s oil 1 l t h  F'e:jrunr>., 1959. which was received on 26th February, 
1959. On :!I(? sn:?lc day, t h e  px!icipnnts were requested to arranw 
:l+rv(tr:. of !heir c~shibi:~ to thc Shipping Agents at Calcutta by 20th 
hI; . , ! . i .~l ,  ,:)59, si, t!l:lt sailing scheduled for 26th March. 1959 could 
tw n ~ n i ! ~ d  of. 34 rases rcc~ived by the Shipping Agents were loaded 
(In .!, is sh~l:, i.1 timc, but after loading the ship was delayed and 
acttl.!ll\~ sailrd  on!^ on 6th April, 1959. 9 cases which couid not be 
1rracl:ad on tt~is vcszel and two more cases received late after the clos- 
ing of the loading of this vessel were shipped by a second vessel 
whir.r1 sailed on 3rd April, 1959 i e .  three days earlier of the vessel 
~ 9 i r b h  llad alrcaciy bcw loaded and was scheduled to sail earlier. 



92 
Who1 the first boat reached an intermediate port in Japan, Mojl, 

the Embassy arranged to  take delivery of the goods and arranged to 
transp1;rt them to Tokyo by road. Thus the Mission was able to 
Put t han  on display from 14th to 22nd May, 1959 after clearance by 
the Customs authorities at  Tokyo, while the fair was still in progress. 
The second vessel, which Carried 11 cases, reached Tokyo only an 
20th May, 1950. This consignment was not released fkom Customs. 
Therefore, they could not ,be put on display. 

The Mission 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 exhibit.? 
at Tokyo was due to reasons beyond Government's control vtz., the 
unforeseen delay in sailing of the vessel, difficulties in shipn~rnt, late 
rcccipt ol goods. It will also be seen that the Mission haci put in 
special efforts for collection of the exhibition consignment and for 
putting the major part of the consignment of exhibits on display 
immediately on receipt. 
Canndidn Nationul Exhibition-To~onto 26th August, 1959 to 12th 

September, 1359. 
Ten~ative annual programme of Exhibitions/Fairs for 1959-60 11; 

which this event was included was circulated to parties as carly as 
25th A--rill 1959. Circulars were issued in advance on 23rd May, 
1959 advising participants of Government's participation in the Cana- 
dian F3 r, 1959 and advising them that goods should be k q l  ready 
for des?,atch by 3rd week of June, 1959. The circular of 'Tcms and 
Conditions' stipulating that goads 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 01: 9th July, 1959. 7 cases were received at Bornbag aitw the 
steamer had s2iled. They were transported to Cochin to catch th.  
next s n h g  on 17th July, 1959, but unfortunately did no' reach 
Cochin in time. These 7 cases and three more sent by part-cipants 
direct to Cochin were shipped by a vessel scheduled to said m 21st 
July. 1959 but the departure of which actually took placc brdy 
27th July, 1959. The consignment reached Halifax, the pw of dls- 
charge for Toronto, 08 17th August, 1959 but clearance und trans- 
port tn Toronte took another 8 days. Thus, this consignmtxt of 10 
cases reached Toronto on 25th August, 1959. The day bcfi xe th? 
.opening oi t h ~  Exh~bition on 26th August, 1959. The M~ssion did 
not  in? it possible at that late stage to disturb the display dbeady 
zrrangcd for introdwing these exhibits. Therefore, they did n d  put 
them on display. 
Izrnir International Fair, 196d-20th August, 1960 to 21st September, 

1960. 
Arrangements for participation in this Fair were governed by the 

terms sf an agreement entered into by the Amlbassador of India in 
Turkey srith a Turlush firm importers. According to L : A  agrea. 
ment, the Turkish firm was to meet all the expenditure on the or@- 
nisation of the Indian Pavilion in the Fair and imfiort Iridian commo- 
dities to the extent of the Fair quota. For this purpose, the Arm 
was tu s ~ l e c t  the commodities, approve prices and enter mtli II am- 
t ract  with :\e State Trading Corporation for the purchase, collection 



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 
the direct sailings to Izmir, certain goods reached Imir after 26th 
September, 1960. However, the Turkish firm was able i c  obtain 
from the Turk~sh Government the necessary permission f (:r takinb 
delivery ci: the cielayed consignments also. They did take deliver# 
of all the goods except a part of consignment valued at $ 8,797037, 
comprising some bales of hessian etc. fans and sewing machines. 
This part consignment also is to be paid for by the Turkish firm 
accordin,: to an agreement entered into by this Arm in reqec t  of 
participarion in the Izmir Fair, 1962. Thus no loss has bepn caused 
1-,y the dehy in .receipt of the goods to  Izmir, which also wn3 :lot duc 
t o  any iault or. Government's part. 

( c )  Financial Commitments 
This :.-is reference to the audit comments under paragraph I t  

of Audit R q m t  (Civil) 1962 in regard to the cancellation of the par- 
ticipation i l l  lzmir Fair, 1961 e-fter an agreement had been en temi  
intc. uvith 'I'~rkish 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 h i t  of the Fair 
quota of S 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- 
tati1.c at Turkey. The firm's representatives during their one month 
stay in India made provixonal selection of goods worth only $1.90 
lakhs. They also agreed in writing to certain provisions about pap- 
ments stipulated by t h r ~  S t ~ t e  Trading Corporation. Before com- 
pleting sclection ; . C  goods f v ~  :he balance of the Fair quota, they 
returned t o  Turkey on the ur:derstanding that they would pay a 
second visit 10 India to finalise their purchases. However. after 
their rctiim to Turkey, 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 imporf 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 ncitht-r selected the goods, approved the prices nor entered 



into anv agreement with the State Trading Corporation in this re- 
gard. It was obviously risky and impossifble 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 State 
Trading Corporation to ship the goods against the Fair quota with- 
nut proper safeguards for the recovery of the vahe  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 consi ment basis R" under such conditions. It may be made clear here t at 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 Lvons Fair, 1959, the Brno Fair, 1959 and Tokyo 
International Fair, 1959. 

The circumstances in which exhibit< were received late at thc 
Lyon and Tokvo International Fairs, 1959 have been explained ear- 
lier separatelv. It will be seen therefrom that the delay 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 rcspccliw 
Missions then to prerrare and maintain properly the stock registcrc 
The Missions naturally gave priority to the clearance and display of 
the exhibition goods. Stock registers are not, however, the only  re- 
cords from which the accounting of the exhibits received from the 
exhibition could be done by t h ~  Exhibition Officer. There are nthcr 
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 Ministry. They are also filed with thc 
Indian Customs authmties and the Insurers. Spare copies arc alw 
available with the Shipping. Agents in India. Secnndly in the 
countrv of import exhibition goods are cleared under bond acc~ord- 
ing to Fair requlations or special permission. Detailcd documents of 
i ~ p o r t s  of exhibits have also to be filed with the Customs authoriticq. 
The Exhibition Officer has to, in order to obtain release of the bond. 
prove the re-export of all the 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 arc 
also sent to the Exhibition Officer or the Mission-in-Charge of Ihe 
exhibition by the Shipping agents in India as part of the shipping 
documents and directly by the participants also. Thus, there are 
sufficient number of independent records of exhitfItion goods sent or 
returned from Exhibitions readily available. From these, stores 
accounting can be done, even in those exceptional circumstances 
when the OfBcer-in-charge of an exhibition is unable to maintam 



the stock registers concurrently with the  receipt of the  exhibitim 
goods. 

From such records, the disposal of the exhibits received for the  
Lyons Fair, 1959 has been satisfactorily accounted for and it is as 
under: - 

Rs. 
(a) Value of goods received by the Mission . . 35,871 .53 

(b) Value of goods rdurned  to India/  
handed over locally to the  agents of 
the  parties concerned. . . 30,932.69 

(c) Value of good: rendered unfit/ 
destroyed . . 34- 25 

(d) Goods distributed free as per party's 
instructinn$. . . 409.71) 

(c) Samplees of non-commercial value 
distributed free . . 4.494.89 

Tokyo Intmnationnl Fnir.  1959:- 
Rs. 

(a) Value of goods despatched . . 6.314.50 
(h)  Value nf crnnclq fay f r w  d~.ir .~bution 

(Embassv has sovqht the permission 
of Government of Japan) .  2.679.04 

(c) Value r i r  p i l ~  v-ith the Missim . . 3 635 46 -- 
6.314. SO 

---- 
The Mission has subscqurntlv completed the strck regiaters and veri- 
fied the balances of goods physically. 

In this case also. India's participation wa: managed by the  Indian 
Mission a t  Prague. ivithout any assistance from India. The con- 
cerned officer of t h ~  Mission reached Brno only a few days befor? 
the Fair opened. He had immediately to set-up the exhibition. 
In  these circumstances, the stock registers were made u p  s u h e -  
quentlg. From the stock registers and other records, the  accoun:ing 
of exhibits has been completed as under:- 

?is. 
(a)  Value of goods despatched . . 6 9 , W .  3 1 

--- 
(b) Sales 33.039.30 
(c) Value of goods returned to India 33.3f4. FS 
(d) Value of goods returned to  Par ty  . . 889.6'7 
(e) Free 'distribution . . 9,144.49 

* .  rn.444.3 1 
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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. 

111 the Ministry two sets d 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 
Mini'stry 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 agains't requirements of immediate 
despatches abroad and not for stocking against future requirements. 
This set of stwk 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 etc., they are ne- 
cessarily handled by several persons. 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. I t  may be st,ated 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 omi,ssions 
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 mrtintenpnce 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 document's, 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- 
tion of entries in this duplicate record will not vitiate thi's purpose. 
(e) Disposal of Exhibits . 

The value of p o d s  purchased, including flags, gramophone re- 
cords, etc. given as Rs. J8,79,300 relates t o  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 purcpased 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 tu help in saving foreign exchange expenditure to the extent 



possible, which otherwise might have been required to procure such 
dworation materials from those countries where the Exhibition5 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 tcx, 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 jn 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 displayed 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 advisd tha t  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 by any single individual. 

It will, nevertheless, be appreciated that most of these goods which 
are remnants after use in various exhibitions have very little r e ~ i -  
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-paying 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 g d .  If such duties 
vere    aid they would not have any relation to tne actual marke' 
value ox the gooas for sale, which are soiled, damaged or deteriora- 
ted in the course of normal handling and display. On the other hand. 



it would also be uneconomical to return the g o d s  to India at Gov- 
ernment expense. An advantage in disposing of exhibits abroad 
even at reduced prices, wwhh may not appear to be a large gain 
monetarily, is the trade publicity it gets abroad. When goods are 
@old 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 a t  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 : I i  nr.1 when the dis- 
posal is effected. There has been some progress in t h ~ s  regard. The 
Missions are further being regularly reminded to expedite the liqui- 
dation of old stacks 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 Pnrmed in 
November, 1960 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 Oliicers but that organisation could not do so 
as the value of such condemned g o d s  did not amount to the mlnimum 
limit of Rs. 5,000 for each category. Accordingly, further scgrega- 
tion of i t e m  unfit for further display is being done. Alternatlvc 
means of disposal to the best advantage of the Government arc also 
being explored. It is expected that the disposal of these exhibits 
would be completed in the near future. 
Further infors-1.1:ion required by the Public Account< Committee at 

the eitting on 25-9-1962 in respect of exhihition\ abroad 
15. "How m a n y  Exhibition Sections are there in various Bronrhes 

of the Ministry of Commerce & Industry and how much e,rpo~dl-  
ture has been incurred on these Sections, separately"? 

ACTION TAKEN 
Particulars of the Edhibition Sections under the Ministry of Com- 

merce & Industry together with expenditure incurred in the ycnr 
1959-60, 1960-61 and 1961-62 are given below:- 
(i) In the Ministry 

1969-60 1960-6 1 - --. . -- .- 196 1-62 
Exhibition Branch 4,91,924 4 , 9 1 , 4 2 2 7 2 0 6 & 4  

(ii) Ur,der 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 expendituie on organisation 

of exhibitions in India and abroad by the 3 Exhibition Units mentioned 
above. 

[O.M. No. 7(1)B&A/63, dated 28th August, 19631 



APPENDIX XI11 

(See para I 8 of Report) 

%xpendirure of Publications on Annual Reports of Public Undertakings - - -- 
Expenditure incurred during the year 

Name of the Public - 
Undertaking 1 959-60 r 960-6 I 1961-62 

.Ministrv of Scientific Re- 
search and Cultural qffairs 

National Research Deve- 
lopment Cprporation of 
India 

Deparrmenr of Atomic 
Energy 

Travancore Minerals Li- 
mited, Quilon . 

Indian Rare Earths Limi- 
ted, Bombay. 

Ministry of Works. Houstng 
and Rehabilirarion (Dc- 
parrmenr of Works (& 
Hous~~ng) 

Ashoka Hotels. I.t~i., New 
Delhi 712.40 1.989.2~ 

Hindustan Housing Factory 
LtJ., New Delhi z.148 ,75 2.341 . g I  

National Bui1dint.s Cons- 
truction Corporation Ltd.. 
New Dcl hi . Nil ' 316.00 

[The Corporation was 
incirporated on IS-11-60 1. 

Mimispy of Flwd and 
&culrure (Ikp6rrtnctrr of Food) j 



Expenditure incurred during the year 
Name of the Public - -- 

Undertaking 1 959.60 I 960-6 I 1961-62 , 

-- - 
Ministry of Mines & 

Fuel 

Nat!onal Coal Deveop- 
ment Corporation Ltd. 

Indian Refineries Ltd. . 
I.ndian Oil Co. Ld. 

National Mineral Dcvelop- 
ment Corporation Limi- 
ted 

Neyveli Lignite Corpora- 
tion Limited 

Ministry of Iwigacion and 
P o w  

National Projects Cons- 
truction Corporation 
Limited . 

Minimy of Commerce and 
Industry 

L 

Hindustan Cables Ltd. . 
The National Newsprint 

and Paper Mills Ltd. . 
National Instruments Ltd. 

Hindustan Antibiotics Ltd. 

Hindustan Salts Ltd. 

Hindustan Insecticides Ltd. 

7,500.00 
(Provisional 
figure) 

4,912 a 30 

' 8.01n.45 

500.02 

Not furnishe -9 

Not yet pub- 
lished. Quo- 
tation accep . 
ted for Rs. 
1 7251- 

2,541 



Expenditure incurred during the year 
Name of the Public - 

Undertaking 19 59-60 1963-61 I 961 -62 

Nahan Foundry Ltd. . 
National Small Industries 

Corporation Ltd. 

National Industrial Deve- 
lopment Cwporation Ltd. 

The Pyrites & Chemicals 
Development Company 
Ltd. 

The State Trading Corpora- 
tion of India Ltd. 

The Export Risks Insurance 
Cclrporation Ltd. . .  

Rehabilitation Industries 
Corporation Ltd. 

Hindustan Photo Films 
Mfg. Company Ltd. . 

Hindustan Organic Chemi- 
cals Ltd. . 

Ministry of Transport & 
Communicar ioru (now 
Trampor f ) 

Air-India, Bombay 

Indian Airlines Corporation 
New Delhi 

Indian Telephonc Indus- 
tries Ltd., Bangalore . 

Ministry of Defence 

Hi ndustan Aircraft Limited 

Bharat Electronics Limited. 

Oarden Reach Workshops 
Limitea 



Expenditure incurred during the year 
Name of the Public -- ------- 

Undertaking 1959-60 I 960-61 1961-62 

Mazagon Dock Limited . (The Accounts 
were cyclostyled) 

Ministry of Steel and Heavy 
Industries (nuw Min i s t y  of 
Steel. Mines and Heauy 
Engineering) 

Praga 'Tools Corporation Ltd, 
Secunderabad . 9.488.00 9,702.00 9,95~.00 

Heavy Electrica's (Inrlia) 
Ltd., New D:!hi . 3.053.58 6,462.64 ' 6.028.49 

Fertilizer Cnrporation 01' 
India Lfd., hTew Delhi . . . 59899 - 79 7,763. 23 

Hindustan Machine Tools 
Ltd., Bangalore . Not furnished 

Heavy 1in:inc:ring C3rpsra- 
tion Ltd., Ranchi 9.524.3 I 99677.05 8.000.00 

(approx. Final 
bill not yet 
received) 

Ministry of Firzancc 

Film Finance Corporation 
Ltd., Bombay . . . 

T h e  State Bank of India ' 7.291 .20 I 1.105.50 15,258.55 

Reservc Bank of India . r 446.98 2.442.30 2,730.00 

Industrial Finance Cor- 
poration of India, New 
Delhi 4,298.04 5,105.62 5 436.08 

Life Insurance Corporation 
of India . rz,glo.X4 16,246.95 219934.43 

Ministry of Transport 

Delhi Transport Undel taking 3,327.60 23873.6 , .  

Hindustan Shipyard Ltd., 
Visakhapatnarn . 49649.32 7,743.72 7,511 -06 



Expenditure incurred duri.~g the year 
Name o h e  P#l\>lic - 

Unlertaking 1959-60 I 960-6 I I 961 -62 
-..-.--- -.- 

The Mogul Lines Ltd., 
Bombay . 441 -0 411 .oo 1,891 .oO 

The Shipping Corporation 
of India Ltd. 1,483 65 3 $894 . 72 I 1,506.24 

Ganga B~ahmaputra Watcr 
Transport BoarJ 250. oo 400.m 350.03 

Ministry of Steel, M t t a e s  and 
Heavy Er.ginccrinc (Lc- 
pammnr of Iron Cj Sre~l)  

B,)lani Ores Limited 187.43 307 65 561 .a:, 

'Hindustan Steel Ltci. . 19.380.76 I 6,932.63 15,188.14 
- -- - .- - -- - .-- 

*(The figures for the year 195960 is final) 
(Zhe figures for the years 1960-61 and 1961-62 are provisional). 



APPENDIX XIV 
MINISTRY OF IRRIGATION AND POWER 

Action taken or proposed $0 be taken on the recommendations of the 
Public Accountr Committee 

1. (i) In evidence, the Committee &sired to know the reasons for 
not accepting in toto their recommendation regarding the introduc- 
tion of Administrative A~c.d.it system in the Centmllpfinanced pro- 
jects. The Secretary, Ministry of Irqgatim and Power, promised 
to furnish a note to the Committee, in the Iigh,t of the comments 
received from the various project authorities. This is still awaited. 

(i i)  It has d l  along been the coitcer?~ of the P.A.C. thut large 
funds provlded by Central Governnent for the execution of R i t w  
Valley Projects should be .spent not only in accordance wi.th the 
t e r n  of the sanction, but also in the most economical and eflcient 
manner. It was with this end in view thut the P.A.C. have repeated- 
ly urged for an early introduction of the Administrative Audit 
System an the Centrally-financed projects. The Commrtteu, how- 
ever, regret to observe that though the system was considered highly 
desirable by the Ministry of irrigation and Power, it had not yet 
been introduced in toto in an3 of the Centrally-frnan.ced projects. 
The Committee reitetare their Views regarding the need fw an early 
inrroduction of the system in the Projects, rm the lines of the Chiof 
Technical ExamineT's Organisation in the C.P.W.D., at the Centre. 
This recommendation assumes added importonce in vieti, of the foL 
lowing observation o j  the Third Finance Commi.wion after a detail- 
ed examination of the financial working of multipurpose river valley 
and o t k  irrigation projectmi 

"We are disappointed to find thut in a number of c a e s  the te -  
turna are tnm%icaent to meet even the workang expenses 
and in the majority of caJe innrfitient to cover the addi- 
tionul incidence of interest liability.". 

[S. No. 71 oi Appendix TV-Eighth Report 1962-63 (Third Lok Sabha)]. 
~ c l l 0 ~  TA.III 

In their first Report of February, 1952, the Public Accounts Com- 
mittee suggested the introduction of the system of administrative 
audit, particularly in the largespending Departments of the Govern- 
ment of India, even though It involved an extra expenditure in the 
setting up of the requisite machinery. The propasal of the Commit- 
tee fs reproduced hereunder: - 

"The introduction of the 'Administrative Audit System' by 
the Ministries should not be delayed mer,ely on the ground 
of want of funds. For better organisat~on and to  secure 



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 econr my in ex- 
penditure, and ensuring better technical and financial control over 
the work of the various river valley projects. It -.:-:IS intended by 
the Committee that some sort of an organisation should be set up in 
each project, which should be independent of the Project execative 
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 C.P.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 (c) no undue deviations 
during construction; 

(ii) Inspection of works carried out departmentally for ensur- 
ing no excessive use of materials and labour; 

(ii i )  Checking a percentage of concluded contracts for ensurlng 
reasonable rates and no ambiguity in conditions. d e x r i p  
tion and specifications with particular reference to negs. 
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. ~ d u s i n ~  and Supply. Audit 
and A.G.C.R., on technical points in audit objections, draft 
paras. bills, contracts, etc. 

1. 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 PI1wer should cms:dcr the 
dwirabilitv of the early introduction of the Administra- 
tive Audit System in the various multipurprm rivcr val- 
ley projects which are at  present being executed under 
their control." 

3. After consulting the Central Water and Power Commission 2nd 
Hirakud Dam Project authorities who e x p r w . 4  themsclve.; strongly 
against the introductiw of this s>wtem in the multipurpose river 



valley projects, a note was submitted embodying the views of t h e  
Min~s t ry  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. I t  was felt that the  
works on river valley projects were concentrated within n 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 a n  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 type required to 
man the  technical and administrative audit organisation. 

4. The matter was discussed a t  the meet:ng of the Public Accounts 
Committee held in August, 1954. The Committee did not accept thc 
argument regarding the impracticabi1:ty of introducing the system 
on river valley projects. It was agrced. that a revised note would 
be prepared by thc Govt.. after consultation with the Centrally 
financed multipurpose project authorities. 

5. Accordingly, the c.mmchnts of the various project authorities 
and State Gnvts. conctrncd Lvere obtained. An analysis of the c~111i- 
ments received showed that Madhya Pradesh and Rajasthnn nwe 
agrecanle to introduce the proposed system and the Nagnrjuna.:!::nr 
Project were willing to introduce the system after thc !tamp(., of 
work in the Project had increased sufficiently. The acceplnnw hy 
the  D.V.C. was qualified by the condition that the system would b~ 
adopted provided i t  was introduw~+l also in Bhakra, Hirakud PIC. 
Since Bhakra and Hirakutf were not in favour of irnplcmc*nting thtx 
proposal, the  D.V4.C's position \vns left indetcrrninate. All  the others. 
namely, Kosi (Bittar), Hirakud, Bhakra (Punjab) ,  Rihand (UP.) 
Tungabhadra (Board), and K(>yna (Bombny) either expressed them- 
~cl*.~.is against the p rop~sa l  or did not find i t  ncccssary to adopt i t .  

The Minlstry also comjdered, ~n thjs connertion. the  suggestions 
mark by the Ratrs a n d  Costs Cornmlttcc for t h  cbsta!)llshn~t~~' , ~ f  
Cost Control Organlsatlon nn the projects. Introduction of cos1 ron- 
trol had already h w n  rwnmmcndcd bv thr. Estrmntes Cnmrnlt?c~s o f  
Parliament It was found t h a  the functions of the cost control or- 
ganisatlon, as suf!gcstcd hv the Ratm iind Costs Committee*, ovc~!; ip-  
ped to a large extent those of the administrative audit organisation. 

6. In many projects q u a l ~ t y  cr~ntroi units had been sct up i,nd ;I 
cost control unit was also proposed to br organised in the Ccntrnl 
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 where8 necessary ctc It was fclt that :hc 
Cell for each project should consist of a Cost Accountant and qunlity 



control engineer with nerp,-sary staff charged with the duties of cost 
accounting, quality control and check up of quantities and qpecifica- 
tions. The Cost Section was to function as an independent Tact c:A- 
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 should 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'"! Engineer of the Project. In the light of this. it was 
felt hv f!? Ministry that the purpose for which the Administrative 
Aud~t  System had been recommended codld easily he 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 qualrty and 
quantity of wnrk and scrutiny of works from the technml po:nt 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. 

11 note was accordingly prepared by the Ministry in consultation 
with the Ministry of Finance in the light of the remarks of the 
A.G.C.R. and sent to the Public Accounts Committee in Sep:cmSer, 
1957 vide Appendix XLVII of 7th Report (2nd Lok Sabha). 

7.  The matter was discussed in the meeting of the P.A.C. held in 
January. IX58 The C o m r n ~ t t ~ e  then recommended t.?d,. par !tK :f 
7th Report (2nd Lok Sabha) Vol. I. 

"The Committee are of opinion that it is high tune that ?he 
Ministry launched a system of Administrative Audit by 
technical pcrsons in various projects fina:ic?d by the 
Centre. They do not think that the States would object 
to such a system being introduced in various project? ". 

8 As desired by the Public Accounts Committee the Ministry 
addressed a11 the State Governments on 2nd January. 1959 copy encloscd telling them that the Government of Inala had accepted 
the recommmdation of the P.A.C., and that'they were of the view 
that thc introduction of the Administrative audit system in the river 
valley projects financed by the Centre was very deslrable. It  was 
made clear to them that the Quality Control Units already set up at 
the Projects vide this Ministry's letter No. 29(2) 57-Policy dated 
2nd July, 1957, should be entrusted with the wnrk of .~drnln~str,i!.\~t* 
audit In other words, this Unit, be,sides Quality Control was also 
required to perform the functions which in the Central Public Works 
Department, were the respons~bility of the Chief Technical 
Examiner. 

9. The main difference between the set-up suggested by this 
Ministry to the States and thc set-up in the late Ministry sf I\'orks. 
Housing and Supply ( n w  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 Adrninis: r3- 
tive Audit, in the Irrigation and Power Projects the functions of the 



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 independmtly of the ,Chief 
Engineer, Central Public Works Deptt. In the case of River Valley 
Projects, the Quality Control Organisation, which has b m  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 inde endent of 
the  Chief Engineer of the Project or should work under R is control, 
was considered carefully, by this Ministry in consultation with the 
Cer.::.~! Water and Power Commission, the Financial Adviser of the 
Mlnistry and Chief Engineer, Hirakud Dam Project. After careful 
mniidcation. it was felt that it would not be advisable to introduce 
an Organisation independent of the Chief Engineer of the Project 
as  that would make for division of responsibility. The Chief 
Engmeer would not be prepared to take full responsibility if an in- 
dependent Technical Examiner, was posted. The head of the Prnjcct 
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- 
tely result in delays in the execution of works. A Chief Enginwr 
of a Projec: is selected on the basis of his qualifications, technical 
knowledge. experience and integrity and it was thought that it wotlld 
restrict his in~tiative and drive if  a Technical Examiner were to be 
placed in a posi!ion to sit in judgment over him. On the other hand, 
it was considered to be a more desirable arrangement for the Chief 
Engineer of the Project in over all charge to have the assistance of 
an Organisation of the type contemplated above for spot chcck 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- 
trat.or or the Chief Engineer of thr 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 organisat ion functioned independently of the. 
Superintending Engineers and Executive Engineers dircctly in charge 
of thc 17:orks. Accordingly, in the instructions issued by this Minis- 
try tn ;he State Governments on 2nd January, 1959, it was suggested 
that the Quality Control Units working under the Chief Enginccr 
of :he Project, should be entrusted with the task of Administrative 
Audit. 

11 Thc reactions of the State Governments to the above sugges- 
tion were consrdidatcd in the Ministry and sent to the 1,ok Sabha 
Secrctarlat on E n d  April, 1961 for their information. Whilc several 
S t a ! ~  Gnvernmcnts agreed to the suggestion, others explained theft  
difficulties in adopting the some 

12. Thest: reactions of the State Governments are by no mean3 
final. The iden underlying 'Administrative Audit' is slouyly catching 
on Unlikc the Ministry of Works, Housing arid Rehabilitation, which 



could issue administrative orders for implementation of *he 
tion, this Millist has to rely entirely on the cooperation of the tate rK, YP- 
Governments. e control of this Ministry is limited to watching 
the progress of Irrigation and Power projects and of proper utilisti. 
tion of the funds against the loans sanctioned In spite of this limb 
tation efforts .to persuade the State Governrnmts to  accept the rug 
gesticm made by the Ministry in their letter dated January 2, 1959 
are being continued. 

[O.M. No. lO(1) 163-Policy (Budget) ,  dated 21-9-1963.] 

Recommendation 

2. The reasons mentioned in the Auditor's Report Jot the low marc 
gi.n of profit (0.9:'; ) during 1960-61, as against the estimated profl: of 5 
to 547L are a matter of concern. The Committee suggest that the mu& 
tet  should be carefully examined by the Ministry with a view ta tc ic  
ing suitable remedial measures. The Committee hope that the Cwpo7* 
tion will succeed in showing better financial results in future CUM- 
ed by their representatives. 

[S. No. 70 of Appendix N-Eighth Report of Puhlrc A* 
counts Committee, 196263, (Third Lok Sobha)] 

A m o x  TAKEN 

NATTONAL PROJECTS CONSTRUCTIOX CORPORATION LTD. 
Para 73 oj the 8th Report of the P.A.C. 

The question of improving the financial working of the Corpornth  
is constantly engaging the attention of the Board of Directors as wen 
as the management. The position is reviewed by the Board of Diseb 
tors at their periodi2al meetings and suitable measures are consides- 
edladopted for securing works in competition, executing them el% 
ciently and economically and bettering the financial posltion of t h .  
Corporation. In  fact, the results of the working of the Corpotatiar 
during the year 1961-62 have shown great improvement inasmuch 
as the Corporation were able to close the year with a profit of 54% 
in relation to the value of work done by them during the year. Tho 
Corporation also declared a dividecld of 4 5  .(free of taxes) as a@.A 
lC,& during the year, 1960-61. 

2. The fo!lowing measures have been adopted for improving tho 
working of the Corporation: 

(a) Machinery 
Building of Co~mat ion ' s .  cwn fleet aj machinerrj 

This measure was mainly aimed at improving the competitive paih 
tion of the Corporation in tendering for and securing works. After 
building up their OHTI fleet of machine?, the Corpomt;nn hnvc l a t e  
ly bctm able to offer very competitive rates, which has rcculted In the i r  
being allotted a numbcr of works. e.g.. Dnrbhmga and F;3nagarh Ai* 
fields. Chandan* and Farakka Lock. The larger volume of work I.b 
sulting therefrom will lower the percentage of administrstivc over  
heads in relation to value of work and also improve the profits pa9. 
tion. 



(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 
bproving their work-load, a scheme for fabrication of structural 
&eel at the workshop has been approved in principle. 

The Central Stores set up at Agra will eliminate the necmsity of 
holding large and dispersed stocks (especially of spares) at each of 
tbe Corporation's field units. I t  will thus reduce the locking up of 
&e Corporation's capital. 

(c) Administrative measures: 
(i) Creation of own cadre of Engineers. 
(ii) Improvement in service conditions. 

The Corporation have. of late, been esperiencing difficulty in secur- 
h g  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 t o  havinc more effective control-on works in the 

las te rn  region, and fur buying machinerl\., spares, etc., in thc com- 
petitive market at Calcutta the Corpratirm have set up a Znnal ofices 
at Patna and Bilaspur for effective control over maior work< under- 
taken or to be taken up by the Corporation in Bihar and Madhya 
Pradesh. 

In addition to exercisin~ a n  effectivcx rontrol ovcr tho w7rbrk.c. i t  is 
hoped that the Zonal offices will be effective in maintaining liaison 
with the project authorities in the rcspcctivc areas. 

3. The finaminl resdts nf the workinr? of the Cnrp?rnt;or; 'or the 
year 1962-63 indicate a nc4 profit clf Rs. 22,28,764. The pro!? in that 
year was the highest, the comparative position being as fnllo\vs: 

Year Profr t 
(Rs. in lakhsj 

The profit in 1962-63 reprcscnts about 9 5  of t h e  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- 
tcommendations of the Public Accounts Committee. 

ElGHTH REPORT (Third Lok Sabhu) 

1. While the Committee appreciate the need for opening m e  
local offtccs fo r  the convenience of workers, thev feel that  the  per- 
centage of administrative expenses to total expenditure (14.20 for 
1960-61) is on the high side, particularly when it is remembered that 
about 40 p e ~  cent of the total cxpenditure of the  Employees' State 
lnmcranre Corporation comprzses pa!yments to State Governments on 
accozitlt of Corporation's share of expenses on medical cate. The 
Cvrntntttee ttust tha t  t he  matter will be kept under constant review 
wi th  a 77ictc' to eflvcting maximum poss~ble economy in estabiishment 
chnrges, without an?! detr imm? t o  the amenities provid~d to the em- 
ployees. 

IS. No. 7 2  .4ppendis IV t o  the 8th Rcyxr: (Third  Lok Sabha).] 

Acnos TAKES 

Thtb recommendation has \wen natcd. The pwcentage of admi- 
r ~ i s t r n t i v e  cxpms3  to the to:al cxpenditurc f o r  the year 1961-62 ia 
13.43. 

Rrcomniendat ion 

[ S  NO. 73 Apprnciix IV t a  the 8th Rcpmt (Third Lok Snbhn).] 

Thc Employees' S:a:cb Insurnncc Corporation is alive to  the nece* 
sity of cxpeditlng the  utilisntion of surplus balances with the Cop 
porat~on by constructing independent hospitals, dispensarirs and 
wards in the e x k t i l l ~  State hospitals. This is borne ou t  by the fact 
that durink the Third Fiw Ycar Plan, the Corpnrntion has agrcrd to 
meet the full cost Gf construction of buildings undcr the Employees' 
State Insurance Schcmc t o  overcome thc difficulty of scarcity of 



h d a  with the State Governments to meet their share of the cost of* 
mmstruction. The Corporation's anxiety in this regard is further 
eonfirmed by the fact that during 1962-63 and 1963-64, plans and 
ertimates amounting to Rs. 3-03 crores and Rs. 3.80 crores respec- 
tively were sanctioned, thus bringing the total amount sanction- 
d upto 31st July, 1963 to  Rs. 12.86 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 
Omcers have been appointed in the States of Madras, Punjab, Bihar, 
AndhTa Pradesh and Gujarat. 

The actual utilisation of the funds however depends upon m a y  
factors-availability of land, preparation of plans and estimates, pro- 
awemen? of raw materials etc. While the Corporation has been 
p x n p t  in issuing administrative sanctions of the plans and estimates, 
the non-availability of raw materials in time hampers the pace of 
construction and retards the utilisation of funds sanctioned for the 
purpose. Further the responsibility for construction devolves on 
fie State Governments, who in turn have to depend on State Ccn- 
t a l  Public Worlis Departments or State Housing Boards, who are 
h e a d y  over-burdened with State Development Projects. 

The observations of the Public Accounts Committee are being 
t m i t t e d  to the States and further efforts will be made to get the 
m t r u c t i o n  work actively accelerated within the limitations of pre- 
sent emergency. 

Recommendation 
3. The Committee regret to observe that due to 1~ulArnplementc~ 

tion of the scheme, as per agreed arrangements, bulk of the e.rpelzdi- 
ture incurred by the Employees' State Insurance Corporatlon on sc t -  
t tng up local ofices in the Region has become infrt~ct~ious. The Cam.- 
mtttee trust that the Corporatlon will benefit from its experience in 
me present case, and be more careful while setting up such ofices in 
future. 

[S. No. 74 Appengix IV to the 8th Report (Third Lok Sabha) .) 

The recommendation has been noted. 

Recommendation . 
4. While the Committee are glad to be informed that t.he amount 

of outstandings due to the Employees' State I ~r.s?irclr~ce/Cor~)orc~! inn 
on account of contributions has considerably come down, they observe 
that the amount still remaining to be recovered is quite large. They 
deske that further efforts should be made by the Corpomtion to e* 
sure expeditious recovery of this amount. They further divire the 
Coqmration to examine the feasibility of reviewiAg the existing pr& 
cedure for tecoverg, with a view to obviating the accumulation of 
w h  heavy outstandings in future. 

[S. No. 75 Appendix IV to the 8th Repart (Third Lok Sabha) .I 



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, Ra. 24'4 
lakhs represented Employers' Special CanWbution only. 

Strenuous efforts have continued to  be made to bring down the 
figurw of arrears, which came down to Rs. 38.98 lakhs on 31st Marc4 
1963, out of which Rs. 22.17 lakhs represented Employers' Special 
Contribution. 

The existing procedure for recove which, amongst other things, 
provides for legal action against the 2' efaulters 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 the 
Employees' Insurance Courts, with whom the cases under sectior 
75 of the Employees' State Insurance Act are filed. The State Gorc 
ernments are therefore requested where necessary to set up whol* 
time Employees' Insurance Courts with full-time Judges to expedite 
the pending cases. Employers' Special Contribution arrears are n 
covered through the Collectors as recovery of land revenue dues and 
they are requested to expedite the pending cases. 

Thcse steps are taken to ensure that the arrears are brought down 
to the minimum 

[O.M. No. 1 (81) /63-HI  dated 31-3-63]. 
'Items 1--4 not vetted by Audit. 

Recommendation 

5. The Committee feel concerned to observe that while the am& 
ties provided to the mica miners are far from adequate, the fun.& 
collected by the levy of the cess with the avowed object of financing 
schemes for their welfare remain lnrgely unutitised. The fact that 
during the last sixteen years, the Mica Mines Labour Welfare Orgcc 
nisation has been in existence, only a few houses should have been 
constructed indicates that the Organisation h a  not attended to the 
problem with the zeal expected of a welfare organbation. The Con+ 
mittee would in this connection invite attention to para 17 of thetr 
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 Cornmipee feel that the continuance 
of the levy will be looked upon as an  unnecessary bzirden by the to;, 
Pa~ler''. The Committee trust that the Ministry and the Organisation 
will address theinselves to the mutter with a view to ensuring the 
mdsirnum utilisation of the funds for the purposes intended in thr 
Act. 

[S. No. 76. Appendix N to 8th Report (Third Lok SabW .) 

The receipts into and expenditure from the Mica Mines Labour 



Welfare Fund from its inception are as follows:- 
-.- - -  ____-__- -- 

Accumulated 
Year Income Expenditure balance at the. 

(Its. in lakhs) (Rs. in l a b )  end of the !.ear, 
(in lakhs) 

Opening Balance . 
on 15-S-1947 . T I  .SS 
1947-48 (Post Independence) 9.50 

In welfare activities of this kind the tempo of expcnditurc 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- 
mulation 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 1 0  be 
spent during 1st April, 1961 to 31st March, 1966: for expansion of 
medical, educational, housing'and other welfare activities. The un- 
utilised balance in the F w d  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 



of utilisation of accumulated balances and what they proposed to do  
in the remaining two years. The have also been asked to prepare 
tentative proposals far the next P i' an. These details are expected to 
be placed before the Co-ordinating Committee of the Fund a t  its next 
meeting to be held sometime in January, 1964. 

2. Regarding Housing facilities the following schemes were or@- 
nally sanctioned: - 

Subsidy Scheme.--A scheme was sanctioned in June 1953 lor 
Bihar which envisaged that mine owners who constructed houses re- 
cording to  the plans and specifications prescribed by the Mica Mi.necr 
Labour Welfare Fund were eIigible to a subsidy equal to 20 per cent 
of the cost of const~uction 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 thjs 
scheme. 

S!il)sld?l-cum-loaq sdwme.--As the rcqmnse to the above scheme 
was not encouraging, sanction was accorded in 1955 to the introdue- 
tion of a subsidy-cwrz-loan Scheme for mica mines throughout India. 
It provided for the construction bath of one-roomed and two-roomed 
ho~iscs by mine ownnrs according to the prescribed plans. -4 subsidy 
equal to 25 per cent subject to r ceiling of Rrr. 560 for one-roomed 
huusn, and 113. 735 for two-roomed house and a loan equal 70 374 
per cent of the cost of construction, subject to a maximum of Rs. &ID 
for one-roomcd houses and Ks. 1102.50 nP. for two-roomed houses 
were offered. Unfortunately, no houses were constructed under this 
scheme also by the employem. 

New suhsidised housing scheme:-Since there was no response to 
the subsidy-wrn-loan Scheme also a new Subsidised Housing Schcme 
was intrnduced in 1960, providing that the mica owners who cons- 
tructed houses in accordance with the plan' and speciflcations a p  
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 sampIe 
sunwy on housing conditions in mica.fields of Bihar was conducted 
in 1960. The ~ e p o r t  of the survey team submitted in A u p s t  1960 
showed some special features about mica mining. Mica Mines a n  
situated in dense forcsts. The mining labour generally comes from. 
adjoining villages to work and is of a migratory nature. their main 
occupation being agriculture. They work as miners only to suppl* 
ment their income in off season. A large percentage of the mines 
employ a small ndmber of persons, generally less than 50. Majority 
of the workers prefer to receive Rs. 4 p.m. as allowance in lieu of 
accommodation. Besides above considerations, hesitancy on the part 
of mine owners to construct housea far miners is due to uncer'ain 
about the life of a mica mine. Mining of mica is a business of lu !iL 



in so f a r  as one may strike a mica pocket but it is not definite t h t  
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 mines, 
gtimates of rnicadeporits cannot be made. These factors make 
planning of housing programme for mica miners a dimcult 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 bo 
utilised by other miner. 

4. Based on the experience gained in previous schemes and the 
survey report, the initiative in the matter given previously to mine 
m e s s  was shifted to the department and the following schemer have 
bem 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 Dhorakala land is 
being acquired. Five more such colonies, four of 24 houser 
cach and one of 48 houses at Dharbey, Bendro, Pessam 
Smkh and Domchanch also in Bihar are also expected to 
be taken up in the near future. Their estimates are under 
mutiny.  

(ii) 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 rnine-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 wor -site. In this connection it was brought to 
notice that w f: ile the mica mine owners had all rights over 
the mines, they did not have surface rights over the land 
m d  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 
u e  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. 
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'Build Your Own House' Scheme.-This scheme for con& 
tac t ion  of 500 houses in Bihar at an estimated cost of 
Rs. 1-67 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 
uiz. Rajasthan and Andhra Pradesh. 

5. Government have thus, been fully aware of the need for h o u s  
ing for mica miners and have tried to do their utmost. With the 
mchemes 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 19W 
The intention is that the Committee should meet three or four times 
a year preferablv in the mica mining u e a s  to enable the members 
to see things on the spot. 

[O.M. No. 23 (6) 63-MZZI, dated 24-12-1963] 

6. The Committee r e v e t  the delay in jinalising departmental p r a  
ceedings in this case. They  hardly consider i t  necessary to  point out 
that such delays are not in  the financial interests o f  the Stnte a~ the!] 
involve in some cases payment of avoidable subsistence allou-ancc to  
delinquent oflicirtls. The Committee t n s t  thnt care wi l l ,  henceforth, 
be taken bg the Ministry of Labour and Employment to ensure expe- 
di t iau  disposal of disciplinarg proceedings. 

[S. No. 77 (ii), Appendix TV, 8th Report (Third Lok Sabhs) .] 

A brief history of the case is enumerated below chronologically:- 
2nd Januar?/, 1960: Shri N. B. Sikdnr was placed under suspen- 

sion on an alleged charge of mis-appropriation of Fund's 
money. 

7th J a n ~ t n r ? ~  1960: The Dcputv Commissioner. Dhanbad, was 
informed about this and was requested to keep Shri 
SikQar under Police surveillance. 

0th Janrinrv. 1960: The Deptltv Commissioner was rquested to 
institute a case ~qains t  Shri Sikdar and to investigate the 
matter thoroughly. Shri SIkdar was immediately taken 



in Police custody and a case was instituted against him in 
the Court of the S.D.O. 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. 
Bagmarcr' as he was in Police custody. Shri S~kdar  thrre- 
upon asked for original bills to be produccd 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 w x  released on 
bail. 

17th J u n e ,  1960: Aft,er severnl r~minders  the S.D.O. Bagmsra 
replied that vouchers or their photostat copies can be 
given by Accountant General on the ordcr of the Inspec- 
tor General of Police for Police investigation or to his 
Court. 

27th J u n e .  1960: The S.D.O. Bagmara was reqursted 19 malie 
the relevant vouchers available in his Court w'nerc the 
departmental enquiry could be held either in his prcwnct. 
or in the presence of any officer duly authorised by him. 
The need for concluding depsrlmen:al enquiry bcfore 
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, Dlianbad was 
requested to look into the matter. 

11th April, 1961: The Deputy Commissicmcr, Dhnnhad r~p1ic.d 
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 tit Rcginnal Hospital, 
Katras. A similar report was made to the Dcputy Com- 
missioner. Chhindwara for defalcations alleged to have 
been made by him in the course of his discharge of dutirs 
in the office of the Inspector Labour Welfare Junnerdeo, 
and the Police t h e e  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 permissim 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, 



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 Suptrintendent 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.O. Bagrnarn 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 Dqmty Commissioner. Madhya Pradesh and 
it was learnt that Shri Sikdar had not actually been ar- 
rested by Junnerdeo Police. 

19th June ,  1961: Thr Superintendent of Police. Dhanbad was 
informed about the whole position. At the same time, 
a charge of unauthorised absence from Hcadquar~ers 
during the period of suspensior? was framed against Shri 
Sikdar on 19-6-1961 and action on this charge was taken 
as per rulr 18(ii) of !he Ciaisificntinn Control and X p  
pcal Rules 

31st August ,  1961: Shri Sikdar was dismiss~d from ?he senrice. 
Thus departmental proceedings against Shri Sikdar for 
allcged defnlcntion of money could not be completed 
hefort. he had absconded. Shri Sikdar was di.missed 
from service on 3lst August, 1961 not in respect of defal- 
cation of money, which case was sub judice in the court 
of S.D.O. Bsgmara, hut f x  unn:l!horiscd ribsenc:? iram 
headquarters during the period of suspension. 

[O.M. No. d11/63 'M111, dated 21-6-19631 



APPENDIX XVI I 

MINISTRY OF STEEL, MINES AND HEAVY ENGINEERING 

(DEPARTMENT OF IRON AND STEEL) 

Statenmtt showing action taken or proposed to  be taken on the re- 
commendations oj  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 u p  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 Compames, The Committee trust that the Min- 
istry will endeavour t o  improve the procedure i n  this respect. 

[S. No. 8, Appendix XV, 3rd Report 3rd L.S)] 

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.] 

( D E P A R T M E N T  OF MINES AND METALS) 

SEVENTH REPORT (Third Lok Sabhu) 

2. In the light o f  the facts disclosed the Committee find it diflcult 
to  accept the above explanation of the  Ministry of Mines & Fuel. 
They  feel that, as soon as the Cwporation had learnt about the delny 
i n  the  com~le t ion  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 avo~dable 
payment of interest charges amounting to Rs. 60,880 to the Export 
.Import Bank, in addition to storage charges payable toethe Railwajjs. 

[S. No. 21 Appendix I11 to Seventh Report-1962-631 



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) 163 dated 28-8-63. ] 

Recommendation 
3. The Committee ate not happy over the manner in which the 

Corporation had handled this case. They observe that the decision o j  
the Corporation to stop all outside despatches from the Bokaro Col- 
liery resulted in not onSy 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 lag-08 compensation paid to labout 
for forced idleness. The Committee understand from Audit thal tbe 
local technical authorities h d  forewarned that it would not be possi- 
ble for the Kargali Washery to take the entire output of the Bokaro 
Collierp. If so, the Cornmittec consider the above decision of the COT- 
pwation as highly ill conceived. The Committee grant that adequate 
quantities of Bokaro Coal should have been supplied to the Kargali 
Wuherp for enabling the foreign contractor to give the stipulated 
throughput of ~ilaslted coal. 

This, the Committee feel, should have been done, not h y  stwping 
actside despatches. but by according the Washerg oz:erriding pnoritr~ 
in the matter of coal supplg from Bokaro. Even if initial error had 
been comm.i.tted in an.ticipating that the washery will be able to zitilise 
the entire output of coal the Corporation should have rescinded its 
decision as soon as large stocks started accumulating at the pitheacls, 
and resumed outside despatches instead of curtailing production. 

[S. No. 22, Appendix I11 of Seventh Report, (3rd LS)] 

ACTION TAKEN 

This has been noted by National Coal Dwelopnent Corporation 
Ltd. for future guidance. 

[No. C2-10 (20) /63 &tea 29-8-1963.] 

4. The Committee t r w t  that detetmined efforts wil l  be made by 
the Washety authorities to attain the rated capacity at  the earliert 
possible date. 

[S. No. 23, Appendix JII to Seventh Report, (3rd L.S.)] 

Throughput of the washery, in terms of clean coal, has snce 
been increased from about 90,000 tannes to over 1 lakh tanncs per 
month and the washery has, by and large, maintained a n  average 
production of bvcr 1 lakh tomes  of clean cod per month from Dcc- 
ember, 1962. In fact, except for occasionel short-fells for various 
unavoidable reasons, the washery is now maintaining an average 
d a y  production of over 4,000 tomes of clean coal, based on whih 



where working days in the month are 23 or more, production has 
since stabilised at not less than I lakh tonnes of clean coal per month. 
It is also hoped that with the improvement and mociificatiolls that 
have since &en made it will be possible to  further increase produo 
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 maintenance 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 r e . ~ r d  to the working of the 
washex-y 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 ropeway 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 ropcway can be recotnmissioned for its 
full capacity. Meanwhile, alternative methods of transporting coal 
from the mine to the washcry have been arranged, on the basis of 
which it is hoped that production will be maintained a t e  rate of 1 
lakh tonnes per month, if not more. The Corporation in fact have 
since taken a decision ultimately to dismantle the bicable ropmmy so 
that a substantial quantity of coal presently locked up by the ropc- 
wag, can be extracted as this will improve the working conditions of 
both B o k ~ r o  and KareaIi collieries The actual dismanlIing of the 
rawway, however. will be undertaken only after permanent e1tt.r- 
native means of transport are finally commissioned. 

L 

The rated capacity of the Kargaii Washers is 137.000 tonncr of 
washed coal per month. A5 aaainst this the output of washed coal 
since December, 1962 has been as folIows: 

Month Output in tonnes. 
December r ,oo.o83 
January . . O  . 97,2G I 
February 99.01 I 
March . I .o?.o30 
April . I ,Oa,302 
May 1,06875 
June 1,07854 
WY I ,08,841 
August 1~08,714 
September . I,OO,III 

[C-3-12 (7) /63 dated 22.10.631. 
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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 capacitors at a cost of Rs. 86,000 was 
placed without properlg assessing the  requirement. 

( i i )  The  Committee desire that the  disposal of s u ~ p l u s  capacitors 
should be expedited. 

[Serial No. 24, Appendix I11 to the 7th Report (3rd LS)]. 

All the capacitors have since been disposed o f  at a total cost o f  
Rs. 106,387.26 nP. the details of which are as follows: 
---.-----.-.---.----- - ----- 

D a t c  uf d~hposal Dcscription Cost Salcs Tax Total 

Rh. Rs. Rs. 

6 The? co~: imi: tce  arc. not satisfied with the esplanution of the 
Ht?idr~:trlt~ Stcc!.  T h ~ y  J C C ~  that, u!hile 20.000 tons of ore might have 
Been cni7sidcied as adequutc stoc!; in thc nomrcll course. larger resw- 
w:: silolilrl I1n1-c Iwen b l i i l t  up jrom the depn~tr7ler l tu: ly -oz~*ned Rajhara 
ICliltcs. 0s n prccvution ngair~st rhc impending moonsoon. The  failure 
of the prnject a!lthorities t o  do t h i s  as also their inability to  urilise the 
e.1-I~~iilg s tork  had eizlailcd an additiorlnl expenditure of Rs. 11.85 
lnkh!:  1 0  r llc Coinpnil y. One of t h e  r(~nsoi1.s fnent io~wd in evidence for 
no! I L B : ? I C )  t ) t v  c.~.isli?tg sto~Iis t i w  that the ore crane was not in w o r k  
i71!g n r d ~ r .  I f  so,  t h c  C ~ w r ~ v t i t f w  fee? that all-out eflorts shouId have 
t~ecr~ rnndr t o  set the  cratle right ut the  enrlwst poss:l~le dute: on 
f a t l i v g  this, nr her sxritnl~lc nrrarlgcrnerlt shnztld h v c  bc7t.n made for 
I ~ u i l r - u p  : : t r ~ d : s  llcirlg readilg u s a t ~ l e .  3la reoz~r .  si,lcVe thc additiottal 
stock obtained throtlgh State Trading Corporation uvs a t  mttch high- 
er cost. i t  uvn~ld hat-e been advisable to place the  orders in ins td -  
7r~enl.l: of ::a9 10 dmys supply at n t imc,  instead of  bulk supply of 40 
days. (The  brenclr l a s t ~ d  fo r  a period of fortnight).  T h p  Committee 
trust that the project authnrities w i l l  H nefit f rom t i t ~ i r  esperielice in 
the pr~se7lt case, nvct it? the inreresrs of \ oth cconorny and zcnintemp- 
ted ~ V I I I . ~ ~  of prodwt im,  make adequate provi,sim against the  rainy 
.cca.wn in future, 

[Scrinl No. 25, Appcndis 111 to the 7th Riywrt (3rd LS)]. 

. ACTION TAKEN 

The remarks of Public Accounts Committee hnvc bccn noted. 



12TH REPORT (Third Lok Sabha) 

6A. In a statement f t t rn i~hcc l  by the Ministry of Steel & Heavr 
Industries (Department of Iron and Steel) the  observations of the  
OAC (1960-61) ntade in para 142 of  their 34th Report (Second Lok 
Sabhu) are stated to have been noted. From this, the  Committee 
presume that their observations have been accepted b y  the  Ministry. 
If so, the Cor?tnrittee feel that the Ministry should lzave examived 
wh-ether the persons responsible for finalising this deal at a I )  igher 
cost of Rs. 2:25 lakhs acted in the best interest of Government. Thcy 
regret that ito indication of this hns been given by  the Ministr.?!. The 
Committee urge that the case should be revteuyed accordmg trnd rile 
outcome thereof intimate to them. 

[Appendix-I-S1. No. 8, para 8, 12th Report (3rd LS)] 

A c n o ~  TAKEPI' BY THE MINISTRY 

The case has been reviewed. There is nothing nclv to add to urhat 
has already been stated. All 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 t h ~ s  and url th the 
details available at this distance of time, ~t is hardly posslble t o  COiTl- 
ment whether they acted in the best interest of the Governmen: or 
not. 

Recommendation 

7. (i) In the light of the fact that of the 50 tons of the matettal 
ordered telegraphically in June, 1958, not m e n  1 ton could be used b y  
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 ofered at lower rates. 

( i i )  I t  has been s t ~ t e d  in extenuation in the Ministry's note that 
b y  the time the second purchase order was issued i n  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 according to the commissioning schedule then in vogue, 
construction work in the second and third blast furnaces was also to 
go on simultaneot~slq, and it was necessary to  plan and procure the 
materials in ad?mnce. The  dommittee cannot but reject this plea. 
They feel that the second order could well have been plnrwl nf ter  a 
proper msessmevt o f  the quantities required on the basis of the pro- 
gress made in the  ccmstruct~on of the  first blast furnace and not on 
the ad hoc qunntity n f  25 tms obtained for i h p  first blast furnace. 
The Committee t r w t  that the Hindwtnn Steel will bencfit from their 
experience in  th i s  cnw, and be more careful whild placing orderr for 
,uch materials in future. 

IS. No. 9, Appendix I to the 12th Report, (3rd LS)]. 



The observations have been noted by the Hindustan Steel Limited 
for future guidance. 

DEPARTMENT OF HEAVY ENGINEERING 

Recommendation: 
8. In the face of t h ~  opinion of  the Ministry of Law, it passes the 

camprehension o f  the Committee as to how the subsidiQty agreement 
contemplatinq additional p a y m t  was aptwaved and accepted by  the 
C m p a n v  and the Government on 15th Januurv. 1959. I t  is also in- 
~rrplicable how the letter dated the 5th A w l .  1956 came to be issued 
From the late Production Ministru to M / s .  A.E.I. In the absence of 
nnp evidence to v o w  the abroqation of the Consultants' letter dated 
the 19th J m e .  1955, thc, Committee feel that the matter needs further 
investigation. I t  is significant in this connection that the Consultants 
had claimed that the .nibsidiar~ aqreernent which was finalised on. 
15th January, 1959 with the approval of and acceptance of the Corn- 
pant/ and the Government had s.uperseded the tenns of  their letter 
dated the 19th Jtine. 1956 The  Committee understand that the rele- 
vant file o f  the Ministrw lendinu to the conclusion of the main agree- 
ment in November. 1955 with the technical consultants is missing for 
a tong timc. The matter, therefme, rnlls fm a thotough investigation. 

rS1. No. 24 ( ~ a r a  37). Appendix 1 to 42nd Report (2nd 
L.S ) and S. No. 15. Appendix TI. 12th Report. (3rd LS) 1. 

This Ministrv would adhere to the earlier statement made by the 
then Secret.arv. Minis tn of Commerce and Industry, when he 
ameared 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 a . m m e n t  which was concluded in November, 
1955 provided i n t ~ r  alia that if the Consultants entered into some 
arrangements with other s~ecialists in the field! Government's appro- 
val would be obtained thereto. that the additional pap'nents mnse- 
aumt on the arrangement referred to, though not medflcallv pro- 
vided for in the agreement. mulct 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 chanqed at the time of the b l  signing of the 
a m m e n t .  . 

(In compliance with the requirement of the Director of Com- 
mercial Audit. a copy of their letter No. Rep. T/7(4) 62- 
63, dated the 15th June 1963 addressed to the Deputy 
Secretam (Public Accounts Committee) . Lok Sabha 
Secretariat is annexed). 

v 
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ANNEXURE 
(See item 8) 

No. Rep. I/7 (4) /62-63 
OFFICE OF THE DIRECTOR OF COMMERCIAL AUDIT 

New Dellti-1, 15th June, 1963 
From 

The Director of Commercial Audit. 
To 

The Deputy Secretary, 
(Public Accounts Committee), 

Lok Sabha Secretariat, 
New Delhi. 

SUBJECT: -P.A.C.-Consideration of Approviation Accounts (Civil) 
1959-60 and Audit Report (Civil) 1960-Part I - H c a v ? ~  
Elect7icals (India) Limited. 

Sir, '-' ''Y 
I 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 requestnd to show the relevant files relqting to Technical Con- 
sultants Agreement to this oflice. 

These filcs have since been examined in this office with a view to 
ascertain the reasons whv the Government agreed to make payments 
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. I no 
other paper throws any light on the point. This letter. however, 
clearly states that there would not be any addition91 lump sum 
charge on account of the collaboration with the subsidiary consul- 
tants. 

As the Ministry has not shown anv papers indicating that pav- 
ment to the subsidiarv consultants was to be made separately nor 
has the main Ale. 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 s~hsidiary consultmts. 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 Cornmetcia2 Audit. 



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 aflect advetselg 
the programmes of thc indentors, and the advantages of rentralised 
purchases would be set at naught, if supplies are dehyed so much. 
The Committee, therefow, desire that suita'ble steps should be takev 
by the Ministrz~ to inrprove the position. 

[S. No. 112 of Appendix IV  (Para 115) of 8th Report (3rd LS) 1. 
A c n o ~  TAKEN 

The number of .4cceptances of Tender against which supplies have 
not yet been completed for the years 1956-60 as on 1-4-1963 is as 
follows: - .' It! 
-- ----. --- --- -- -- 

Ycar 0utstan.iing at t hc Completc J Balance 
time ot'sturring thc 
re\ ieu of' old A 'Tk . 

These outstandlngs, cvmparcd w ~ t h  the 45.000 numbers of con- 
tracts cvmpleted during the above per~od, represent approslmatel. 
3.6'; of the total contracts due for delivery during this period. It 
may be mentioned that the outstandlngs do not mean that no sup- 
plies have been made but on the contrary, it is likely that in most of 
these cases nih~jor part of the supplies h a w  been made and 0111y 
par1 supplies may be held up. Thus the percentage of ou?standing 
contracts In terms of value of outstanding supplies compared t o  the 
value of supplies made w ~ l l  further be reduced and may even no: be 
of uny great significance. - 

Execution of all emtracts within the delivery period will, no 
doubt, be an idealeposition, but this eRiriency cannot be achieved due 
Lo several factors OVPI which the contracting firms have solnctllllcs 



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 
he given priority with the result that older orders re- 
main outstanding. 

(ii) Non-availabilitg 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 delay, 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 and had to be replaced by the suppliers. This re- 
sulted in the rontracts 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 been correspondmg increase in capacity 
to manufacture. Quite a 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 delivery period. Extensions have to be 
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 fir': in accor&ncr? with the existing instruc- 
tions. In the other cases the contrar'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 Na. 45 (3) '63-PT1. 



Recommehdation 

2. The Committee are not happy at the munner of referewe, PO- 
cessing and t h e  final outcome of the arbitration cases as pointed out 
in  the Audit Report. While there could 'be no objection to disputes 
being referred to arbitration as it was open to either p r t y  to refer 
the cares either to u court of law or an arbitrator, the fact that such 
cases should have been pendixg for over ten  years was a serious 
tnatter. The Committee leqrnt that under the Rules an arbitratm 
was to give an award u*itltiri a period of four months from his ap- 
pointment, failing which he was required to obtain the  permission of 
a court of Law for the extension of the time. I f  SO, the Committee fail 
to understund the delays in the settlement of these cases. They would 
also like to know whether any responsibility was fixed for the  failure 
on the part of the Government oficials in  the specijic cases mentioned 
zn the Audit Report. 

[S. No. 113 of App. IV (Para 116) of the 8th 
Report (3rd Lok Sabhal 

A c n o ~  TAKEN 

The implied (cmd~tions of an arbitration agreement are specified in 
the  ! I ~ > L  schedule to the Arbitration Act, 1940. Para 3 of the first 
schedule prov~des that the  Arbitrators shall make their award within 
four months aftcr entering un the reference or after having been 
called upon to  act by notice in writing from a n y  party to the arbitra- 
tion agreement or w l  t h w  such extended time as the Court m y  a l h .  

Under Srction 28 (if the Arb~tration Act, the Court is empowered 
to  enlarge fwrn time to t ~ m e ,  the time for making the award, whe- 
ther the time for nuking the award has expired or not or whether 
thc award has been made or not. In view of this provision, the inter- 
ested party almost always mows the Court for extension of time for 
making the sward. Parties very often proceed with the arbitration 
case before th:. Arb~tr.a:~xs, though the time for making the award 
has expired with the implied understandind that extension would 
be obtained from Court In due course, particularly before the making 
of the award. 

Detailed reasons for the inordinate delay in finalisation af arbit- 
ration cases arc enumerated in Annexure I. It wwld be seen there- 
from that the Arbitrators ,ve  unable t o  decide the case before the 
expiry of four months. 

As re ards the disciplinary aspect, according to the Audit para, 
D.C.S. & %. has to fix responsibility only in the following two cases:- 

( i )  Amount of 11lc awurd Rs. 36,646.-In this case, the firm 
had asked for Rs. 1-8 for Excise Duty and this was fn- 
cluded in the A,'T. It was subsequently brought to D.G. 
S. & D.5 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 modifled the A !T which the 



firm contested. The disciplinary aspect of the case has 
been examined. U.G. has held that in this case the offi- 
cers cuncerrled exercised their disaetion in the best 
possible manner in dealing wlth the A/T  and there is no 
scope for taking disciplinary action against any one. 

(2) A~rtount of the award Rs. 54,300.-Ln this ,case, #e firm 
defaulted in supply and one of the pleas advanced was 
that there was aelay in supply by Government of mate- 
rial iar manuiacturlng tents. On investigation it was 
found that this plea was not correct. The contract was, 
thereiore, cancelled and liquidated damages of Rs. 10,000 
were imposed. The firm claimed refund of amount 
withheld as liquidated damages and also claimed 
Hs. 40,000 as damages. The Umpire ordered refund of 
amount withheld as liquidated damages, a sum of 
Hs. 40,00U 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 makmg payments of the price of cloth. There- 
fore, there was no case for t a ~ i n g  any disciplinary ac- 
tion. The fact that the delivery of cloth to the firm was 
delayed on account of its ow11 delay in making pay- 
nients of the pric: of cloth, was duly brought to the no- 
tice of the Arbitrator before tile award was given, but 
the award was against Government. There was no al- 
ternative but to accept the verdict of the Umpire as i t  
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 Ko. A-p,AP,3(167) i62, dated the 26th 
September, 1962. 

The other nine casq5 mentioned in the Audlt Edra relate to sup- 
ply of timber for Railways or Defence. The firm themselves have 
been in mosi of these cases shifting statians of supply rendering it 
difficult for the lnspectlon authorities to carry out inspection in time. 
There have also been delays in inspection in some cases. The Ins- 
w i n g  authorities were representatives of the indentors, As a re- 
sult ot difficulties In obtaining supplies of timber from private par- 
ties, K S & D  are now confinulg 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-PI. i 

Recommendation: 
3. The Committee are not satisfied with the qxplarurtim 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. 
IS. N;. 114 uf Appendix IV, (Para 117) of 8th Report (3rd Lok 

Sabha) .l 



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) 163-PI.] 

Recommendation: 

4. The Committee were informed that the firm h d  failed to wp- 
ply. paint against a number of other contracts and t h e  matter wcrs 
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 
dread9 been delayed. 

[S. No. 115 of Appendjx IV, (Para 118) of 8th Report (3rd Lok 
Sabha) .1 

A c n o ~  TAKEN 

Wlth reference to their O.M. No. 2; 1,26j62,PAC, dated the 17th 
October, 1962, a separate Note for the Public Accounts Committee 
has been sent to the Lok Sabha Sectt., vrde the late Ministry o f  EeDC 
Memo. No. 5 1 63-Admn.11, dated the 24th August, 1963. (Annexure 
XI). 

[File No. 45 (3) 163-PI.] 

Recommendation: 
5. It waq c.rplained 111 evidence that the suppliers had a general 

tendency to inake bulk nipplies towards the,close of the  finuncial 
year k j 0 ~ p  t h r ~ r  contractual period expired and that this had result- 
ed 111 tho stock Izavmg exceeded the permissible limits fot a tem 
rary period in the Stationery Ofice,  Calcutta. The Committee GI 
that this rs not a itcalthy practice and should not have been allowed 
to persist. Besades creat:ng other complications like ~ t m o g e  prob- 
lems etc. such bulk supplies towards the close of the conttactua4 
pertod would hardly pernrit eflective qnd proper inspection of stores 
and there were possibilities o f  substandard material being accepted 
by  the Ofice in hurry. 
[S.  No. 116 o f  Appendix IV, (Para 119) o f  8th Report (3rd Lok 

Sabha) .1 

Since this Department is not concerned, the Ministry o f  WH&R 
has been requested to deal with this item. 

[File No. G(3) 163-P1.1 



ANNEXURE I 
(See item 2) 

Reasons for inordinate delay in issue of awards bV arbitrgtms. 
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 arbi,trators/umpires are their own masters 
and they fix the hearings as it suits their comvenience. The mbitra- 
tors have to deal with quite a large number of cases. Again, tbcr 
cases cannot summarily be d i spwd 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 came from out side D e h .  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 several cases pending before it and can qnly hear them 
from stage to stage. Apart from this, the opposite party usually 
adopts all possible dilatory tactics to delay the proceedings whem it 
is to their advantage to do sq. 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-oprate with 
the Government Arbitrator and try to remain absent on some excuse 
or the other. If the co-arbitratqs 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 0b"k.n 
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. . -A ,. 

2. These reasons apply muiatis mutandis to the cases of sole arbit 
ration under contracts placed on or after 1st 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 arbitratim 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 difiiculties 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 



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 
nat in a position to ensure the disposal of any case or cases within 
any specified period of time 



(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 firrn 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 MarchJuly, 
1955. As regards the circumstances leading to the awarding :A the 
contracts on the firm, it may be stated that three Supply Orders 
..,.eri. piaced on them against the Rate Contract and in the other ten 
cases, wn:racts were placed on the basis of an advertised tender in 

3955. The firm was registered at that time. As the firm failed 
:a cuppl:t- buik of the stores, the contracts were cancelled at the firm's 
risk and expens-.. :I limited tender enquiry was issued on 1st 
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 to the Minis- 
try of Law on 16th December, 1955 for advise whether the quotation 
of the firm could be ignored on account of their being the defau1:ing 
firm and at the same time the excess cost could be recovered. Thc 
Ministry of Law advised on 19th December, 1955 as follows:- 

"The firm's former contract was cancelled as i t  was not in a 
position to supply the stores within the stipulated period. 
The firm had demanded extension of delivery pcriod 
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 bctwcen 
the representative of the firm and the DGS & D, the Arm's reprcsen- 



Lative 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 instalmenls. 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 cancelled and wt 
standing contracts vide their letter dated 11th January, 1956. It 
was decided on 13th January, 1956 to accept the firm's propo;al to 
deposit 26 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 Feb- 
ruary, 1957 for reinstatement of the contracts on the ground that they 
had considerable quantities already manufactured which they c:;uId 
offer from stock immediately and they codd supply the balance yuan- 
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 ( b y  way nf deduction from their pending bil!s) s5 
guarantee t o  supply the stares within 8 days from the date <,i re- 
instatcment of the cancelled contracts. At first the firm did not 
directly agree to the conditions imposed by DGS & D b u ~  after some 
correspondence ultimately agreed and it was decided on 11th May. 
1957 11, reinstate the contracts by allowing extension in delivery 
period with 10 per cent security deposit. As the firm still failed t o  
complete supplies. the contracts were finally cancelled at 'heir risk 
m d  expense. 

5 As regards steps proposed to be taken to effect recuvcries i t  
may br stated that In accordance with the advice of the Mmistry of 
Law on 15th September 1962, DGS & D have preferred ciainls i;n :he 
firm to the extent of Rs. 3.25,709 in respect of all the thirteen em-  
tracts. The security deposit totalling Rs. 53.560 made by the firm 
against the contracts and lying with the Pay and Accounts Officer 
1s 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 u-i!] 
be referred to arbitration as advised by the Ministry of Law. 

6. The discil;linnr~ aspect of the case is being examined by the 
Vigilance %ion of the DGS & D. 

This has betm seen by Audit. 

(Joint Secteta*). 



APPENDIX XVIII 

MINISTRY OF TRANSPORT 

Statement showing action taken or ptoposrd to  be f(1k9n On tb 
tecomm~ndat ions  of the  PAC. 

THIRD REPORT (Third Lok Sabha) 

1. The reasons stated by the Ministry regarding the excess ~n 
Grant No 87 ti-ould show that the Ministrg's control o w r  c.~~pe?~clitrrre 
h a s  not been adequate and eflective. The Conr~nittec feel that the 
unliquidated liabiltties could 'lave been foreseen t i  a pruper wcrtch 
had been kept through the fiahility Register and i f  the M t n i ~ t t y  had  
been in c a s t a n t  touch with ihe concerned Deptts. from t i h q m  the 
debits were to be tecetved. The  Committee, hmoezwr, hop!] that 
suitable steps will be taken to ensure that such e x c e s w  d o  )19t recur. 

[S. No. 9. Appendix SV. 3rd Rcpttr.:, (3LS1.1 

With a view to making a proper assessment of expenditure of the 
D.G., I.S.D. London has been requested to inform the Deptt. of Light- 
houses & Lightships (consignees) of the date of shipmeni r:! vquip- 
ments, Stores etc, with particular of their actual cost paid or l ikdy  
to be paid immediately after shipment is effected. He has alsi) been 
requested to furnish by the 15th of March of each year ~nformation 
regarding the progressive total of ayments made upto end of Feb- 
ruary and anticipated payments 1' 3: ely to be made in March by 
cablegram. It is also proposed to remind the D.G.. I.S.D. by Cablc* 
in case the requisite information is not received by that date. Cons- 
tant touch will also be kept with other concerned Deptts. such as 
D.G.S.&D. and the Customs so that the Liability Registers which ore 
being maintained will reflect the full extent of the l iabii~lit~j to be 
met before the end of the financial year. 

P.M. No. 1-SLP(14) 162, &Zed 9-44 , ]  

2. The Committee ate of the  oieuy that the e.rcess in Grant No. 
133-Capital Outlay on Roods could have bren anttcrpated nnd pro- 
vided for, had there been close liaison between the indenting and 
Supplying Dgartments .  In regard to expenditure of Rs. 72*5 !  lakhs 
on certain urpm? and trnfmeseen wmks (roads),  h e  con~mittee 



feel that even though the works were of an urgent nature their com- 
pletion should hue taken enough time to enable the Ministry to 
arrange for a Supplementarg Grawt. 

[S. No. 10. Appendix XV, 3rd Report, (3LS).] 
* 

ACTION TAKEN 

I n  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 n u m b x  of 
meetings were and are being hcld. However, further steps are b a n g  
taken to post ourselves with information of deliveries and pavments 
made so that budgetary control is tightened. 

Orders already mis: that no work should be executrd without 
necessary sanctin? and  allotment of funds. The works in question 
b?ing of urgent and unfol-ween nature were carried out without com- 
plying with :he above requirements. As this position was known after  
the close of thc- year 1960-61, no supplementary gralit could be 
obtained to cover the espenditure. Instructions have been issued 
reiterating the corrclct p:)sitinn and imprcss~ng upon :he Engineers 
the necessity t o  : I V > ~ I ~  such  cases In future. 

[O.M. No. 1-BkP(14) 62. dated 9-4-63.] 
SE\*E.VTH REPORT (Third Lok Sabha)  

Recornmendation: 

3. The Comm~ttee regret to observe that in the yect 1960-61 
expendtture (both operating and non-opetating) had registered an 
tncrensc? as compared to the earlier years. The Committee would 
once agam urge upon the IAC to review the posit* and take epee- 
f ive meav1lre.s t l j  ~ v i  t i w  :1141 r o~.erheads and other working expenses 
so that the i~~.clt 'rr~ktl tu ma11 not contitrue to bo a lia5ility tl the 
exchequer. The9 would watch the tesults of the action take- in thrs 
regard through s i ( l w q t i e ~ ~ t  A ~ t d ~ t  Reports 

IS. N o  1. App. 111, 7th Report (3rd Lok Sabha).! 

The obscnratlons of the Committee have been noted by the Cor- 
wrntion. It may. however, be clarified for t h e  information ~f thta 
Cornmlttee that thew has been a progressive increase In espenditurt* 
c w h  ytbar dutb ! r ,  !nc.r.eased opcxations and greater revenue ton kilo- 
meters performed hy the Corporation. In addition one of the malor 
contributory factors for the somewhat steep increase In expenditur,. 
In 1960-61 compared t o  c a r l ~ e r  years has been the sizeable i n c ~ w s e  
In the wage bill as a result af revision of pay scales and servlcc ct1r:- 
ditions of thcb c~rnplogws \ m u g h t  into force from 1-4-!cH;O on th t*  
hasis of agrrtments ttnterrd lnto with the various staff uni 111.; whxk 
amounted to  Rs. 43 lnkhs Increased provision on account of abs\de- 
sccnce reserve idcounted for another Rs 13 lnkhs. T h t ~  ln<r:?asc I n  
nun-operating expenditure t c b  the extent of Rs. 1 9 * 3  lakhs is due 
clntirek to the provision made ngains: loss on sale of Hcrnn aircraft 
and Heron b. Viking spares. 



The Operating expenditure in 1962-63 was Rs. 1664.70 lakhs and 
the corresponding figure in 1961-62 was Rs. 1445.14 lakhs. In order 
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. 149.60 lakhs in 1961-62 over the preceding 
vear and an increase of Rs. 219.56 lakhs in 1962-63 over 1961-62 was 
mainly under the following heads: 

Increase in 1961-62 Increase in 1962. 
over 1980-61. 63 over 1961-62. 

(In lakhs of rupees) 

1. Pay & Allowances including 
P.F. Contributions . . 

2 .Hire  of Aircraft from Air- 
India . . 

3. Depreciation . . 
4. Obsolescence of Spares. . . 

5. Arcraft Fuel & Oil 

6 Flight Equipment Materials and 
Outside Repairs . . 

7. Insurance . . 
8. Other Staff Costs and other 

expenses etc. . . 

13.40 

3.34 
(Reduction) 

In addition to the inctease of Rs. 145.60 lakhs in 1961-62, a sum of 
Hs. 49:85 lakhs representing the arrears of salaries and allowancc~s 
pertaining to 1960-61 was paid in 1961-62 and accordingly this amount 
was shown separately. 

The increase of Rs. 81.74 lakhs in 1961-6'2 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 ( i i )  normal 
overtime and other expenses amounting to about Rs. 31 iakhs. 

The increase of Rs. 43.85 lakhs in 1962-63 under the head "Fligh: 
equipment, material and outside repairs" over that of 1961-62 was 
mainly due to (i) higher provision for rotables amounting to &nut 
Rs. 25 lakhs and ( i i )  increase in work-load, increase in cost of spares 
and outside repairs etc. amounting to about Rs. 18 l a b .  



Increase of Rs. 25.72 lakhs in 1962-63 w e r  that of 196142 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: - 

( i )  

( i i )  

( i i i )  

1961-62 1962-63 
(In lakhs of Rupees) 

Loss due to Devaluation of 
Pakistan currency 2.86 5.71 
Additional provision for 
obsolescence of spares 10.49 - 
Provision for Development 
Rebate Reserve - 40.00 

Rccommenda tion: 
4 .  The  ncsrion taken on the Committee's (1961-62) recommenda- 

tions regard in^ sale of aircraft has not yet been i n t i m b z d .  ?'he 
Ccnttrnittee would like to  be informed of the action taken in this 
regard at an early date. 

IS. No. 2. App. 111, 7th Report (3rd Lok Saha)]  
Acnon TAKEN 

A reply to the Committee has since been furnished in :his Minis- 
try's O.M. N o .  16-P(4)/62, dated the 16th March. 1963 to the L A  
Sabha Scctt. It may be added for the information of :he Com- 
mittee that all the twelve Viking aircraft, together with their reiatrd 
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 t a e t h e r  with spares ctc . .  

amounted to Rs. 4309 lakhs. Most of the loss pertains to the diffe- 
rence between book-value and scrapvalue of spares. 
ILeranrmendatioa: 

5. The Committee ieel cmwm~ed to note such lapses on r h ~  parr 
of a Cuintrtercial orgattisatim. T h e ~  trwt that due care !:.ill he 
~ r e r c i s e d  i n  the disposnl of the aircraft since the!/ arc prncticcl!!, 
new. Ftctfitm it1 the coi l te~t  of the emergent situatiorr ti14 Crrrt- 
tnittee hope tilot best possilde use would he made of all the  stwiccr- 
d ) l e  aircraft. 

[S. No. 3, App. 111, 7th Report (3rd Lok Sabh:i)] 
A m o ~  TAKEN 

The feasibility of putting the seven groundcd Herons to tlsc agirin 
either by the Ministry of D c f e ~ ~ c e  or by the I.A.C. in the context uZ 



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 a t  a cost of Rs. 14.56 
lakhs. The loss on the sale of Herons together with spares etc., is 
estimated at Rs. 16 lakhs. 

Recommends tion: 
6. The Committee suggest that the result of these Annual Revieuw 

of the cost of operation should be published in the Annual Reports 
of th.e Ministry. 

[S. No. 4, App. 111, 7th Report (3rd Lok Sabha)] 

A review of the standard costs of operatwn for different typcs 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 t o  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 mediumsized 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. .4t p r c  
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 Fokkcr 
Friendship and the Caravelle is now under active consideration. 

Recommendation: 

7. The Committee feel that the time taken by the Cwporatzotl i n  
the disposal of the obsolete s p a ~ e  parts etc., has been rather excessizw. 
They would now urge e x p e d i t h  in this work. 

While commenting on the unsatisfactory state of stores a?kd eqrul). 
rnent accounts, the PAC (1959-60) had urged upon the Corporation, 
to give gerious attention to th4 wwk of reconstitution of accounts 
and regularisation of discrepancies. They regret to observe that  
the wmk is still incomplete. 

TS. No. 5, App. 111, 7th Report (3rd Lok Sabha) J 

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 posible 



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 nircraft at one place. This, it is hoped, will 
eliminate many of the accounting difficulties exper,enced in the past. 
Considerable progress has already been made in this regard. 

[O.M. No. 4-CA (5) 163, dated 2 n d  October, 19633 
Becommendation: 

8. The Committee desired to be furnished with a note stating the 
installed capacitp of the Shipyard and the -tent to which it was 
being utilised. 

[S. No. 8(ii), App. 111, 7th Report ((3rd Lok Sabha)]. 
A c n o ~  TAKEN 

(i) Installed capacity: 2530,000 DWT per year, provided the 
it is required to build are of 10,000 DWT ar above. 

NOTE:-The Shipyard have expressed the view that in the present 
circums:anccs and the State of development of the shi building 
.industry in the country, it is inadvisable to  refer to the i?- hipyard's 
rated capacity, production, etc., either in terms of the number of 
.hips 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 roduced. For ex- 
ample, if the Yard built dry cargo s Y.4 ips 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 ano:her year in which it might build say, tankers or 
ships of much larger side, say, of 12,000 DWT; in the 
case of y e r s  for the same tonnage the quantum of 
work inv lved would be much smaller owing to the 
outfit work being much less. 

(b) Although it is common practice werywhere 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 tornage, the impact of the varying 
types and sizes an the total tonnage gets automaticallv 
counter-balanced and adjusted in the total output which 
is generally very large in the case a t  the advanced 
martime countries. In countries like India where the 
outpl~t is very low the effect of the varying types on the 
m u a l  output  becomes very pronounced. 

Another important factor which makes it diffkult to measure the 
produet~on of the Yard correctly during a particular year, is that 

a p m  from the vessles canstructed and delivered during the yea,  a 



lot of work done during the year is represented by the uncompleted 
ships which is shown in the Shipyard's account as "Works-in-pra- 
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 s t q s  taken or proposed to be taken for increasing the 
m u a l  production of tne Shipyard:- 
(a) Short-term measures 

(1) Improving the effi~icncp 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 Shiprepairs 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 t o  
encourage indigenous production thereof, and to exa- 
mine the question of training of personnel to man such 
ancillary industries. 

(5) Persuading shipowners 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 have sanctioned the constructim of drydock at  

Vishakhapatnam at an estimated coA of Rs. 269 lakhs. A proposal 
for the further extensim of the fitting out jetty by another 300 feet 
at an estimated cost of Rs. 25 lakhs is at present under consideration. 

[O.M. No. SY-5 (36) 161, dated 28-6-63]. 
&commendation: 

9. The Committee feel that instead of blocking large sums of 
money in this manner the loans to the Fund shm~ld have been 
advanced on a realistic basis. 

[S. No. 44, App. 111, 7th Report (3rd Lok Sabha)]. 
ACTION TAKEN 

I 

The Shipping Development Fund has been set up to provide a 
source of permanent rupee finance for acquisition of ships. It is 



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 :he demand for 
loans from the shipping companies received by the Fund Committee 
and the Committee's requirements of funds from the Government 
of India since the very purpose of setting u p  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 granted to it by the Government only on the basis of 
actual requirements as in ceytain years when there may be bigger 
demads for loans the provision in the Budget may not be enough 
to meet those demmds. However, the overriding factor is that in 
accordance with the intention behind the parliamentary Enactment 
namely the M.S. Act 1958, the P!an 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-lapsab!e fund. 

Recommendation 
10. The Committee are surprised as to  how interest at the comes- 

sional rate was  charged from the Company when it  failed to repay 
the iwtalment of loan on the due date. They  u o d d  like t o  be in- 
formed of the progress made in the recsuety of loans and interest 
charges at normal rate of 8 per cent. 

IS. No. 45, App. 111. 7th Report (3rd Lok Sabha)] 

Interest at 3 per cent per annurn was charied 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 chsrge interest for the periods of defntilt at  8?. pa .  
In the same communication, the company were askcd to pay the 
difference in interest between 3 5  p.a. and Br:. p.a. for the periods of 
default amounting to Rs. 7,54,165.81 nP. asj on the 31st December, 



1962. On the 13th June, 1963, the company were asked to pay inter 
8 th  a sum of Rs 90,601*40 representing the difference in interest 
between 3% p.a. and 8% p.s. for the balance of the period of default 
up to 341963. 

Recommendation 
11. While the Committee do not w b h  to impose any curbs on the 

activities and rations of the Shipping Ccnnpanies, they neuerthe- 
less feel that a T eqwte safeguards should be provided to ensure that 
u?ldue 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 certain assumptions about the routes on which the ships should 
operate, it is but appropriate thut its prior approval should be obtain- 
ed if any deviations are ever made in this regard. The Committee 
therefme, suggest thut this aspect may be further examined. 

[S. No. 46, App. 111, 7th Report (3rd Lok Sabha)]. 

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 jn all future loan 
agreements relating to h e r  ships in implementation of the Public 
Accounts Committee's recommendation. 

Becommendations 
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 defailed i n f m a t i o n  of their work- 
ing to the Government representative on their Board of Directors as 
would m b l e  the Shipping Development Fund Committee to keep in 
watch over the financial position of the bottozow and ensure fulfil- 
ment of the terms of the contract in the Zong run. I f  necessarg the 
present agreement form nay be suitablg amended,for the purpose. 

[S. N a  47, App. III, 7th Report (3rd Lok Sabha)]. 

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. 

13. ( i )  While the Committee do not quest;m the competence of 
Government to issue such direction8 to the Shipping Developmmt 



Fund Committee ar to  escribe/alter Rules at t e r n  and conditions R for the grant of loaw, t ey are not hum at the m n n w  in which t h b  
application waa dealt with on a special footing which Q apt to create 
an impression that exceptional treatment wcrs given to this particular 
firm If any deviation ftom the exbting rules is cohside7ed neces- 
8 ~ ~ 3 ,  the same shatltd be duly notified and mcde applicable to a11 
similar cues. 

(ii) The Committee would like to be furnished with a note about 
the propess W e  in the implementation of the conditions of the 
agreement by  both parties. 

[ S  No. 48, App. III, 7th Report (3rd Lok Sabha)]. 

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 Indun merchant fie& 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 Com?anies came for- 
ward to acquire bulk carriers for carrying a portion of the trade des- 
pite repeated approaches made to them. The established shlpping 
companies with whum 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 m 
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 ptovision of 
Rs. 51 mores fos acquisition of tonnage and for i n u e s t m t  in the 
public sector Shipping Corporation during the Thitd Plan pe+iod 
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 a e  earned in seven gears. The 
Jayanti Shipping Company has to pay 10 per cent of this amount 
plus interest at 5.5 per cent per m u m  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 quantu,m (90 per cent of the cost) or period of the loan. 
This was the first case of building new sh;ps 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. 



In short, therefore, the case can be examined on a three fold 
basis:- 

(a) Normal terms adhered to in this case. 
(b) Terms made stifIer in this case than usual. 
(c) Terms relaxed in this case. 

(a) Normal t e r n  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 bce:l 
strictly adhercd 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 stifler in t4is case than usual: 

(i) The loan ship is to be taken dJivery of by the S.D.F. Corn- 
mittee's nominee, which is not demanded in other cases. 

(ii) The payment of the instalment is to be made direct to the 
shipyard concernid 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 51 per cent. whereas in ot11i.r 
cases higher rates have bccn 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 dc1:ver-y of the ship. 
In the case of other shipping companies when new siups 
were built, payment of rupee loan has been made on the 
basis of a percentage of the  rice being paid on signinq 
contract, a certain percentage of keeling, launching, 2nd 
delivery. In some cases as high as 25 p?r cent of the 
price has been paid on sign~ng the contract, keeling, 
launching and delivery. 

(c) Tetns relased in this case: 
(i) The usual security of 133 per cent is not available for a 

few years in this caqe. If any lcniency has been shown 
here, them has been the aided factor that Covernmcnt 
has throughout contemplated that in the event of a d o  
fault by the company and enforcemept of the mortppgc 
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. 



h(il) The issue of a bank guarantee is a novel features in thia 
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 
loan 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- 
cession because the scheme submitted by the Jayanti 
Shipping Company for expansion of tonnage was a com- 
posite scheme envisaging the addition of about 2,7S.r)00 
DWT of shipping costing not more than Rs. 22.50 crores. 
Loans to the extent of Rs. 20.25 crores renreve?!i?g 
90 per cent of the cost of the ships have been sanc- 
tioned, but no loan in respect of any ship is to be ~ d -  
vanccd unless it is actually delivered The company +ad. 
as early as November. 1961 entered into two con'racts 
with the Mitsubishi Shipyard, J a ~ a n  for the construction 
of 8 bulk carriers costinq about Rs. 17 crores. Three con- 
tracts were a~proved  bv the Government of Ind a in 
February. 1962. Four of these ships have alreadv been 
dclivcred and are under oneration. The fifth s h i ~  is 
exnectcci to be delivered in November. 1963. AT reqards 
the b a l a n c ~  of their programme. the comnanv h v  in 
,T?nunrv, lq63 entered into a further rnntract wi'h the 
Mitsuhishi Shin?rlrd. Japan for the construction nf 8 ore- 
cum-oil carriers which will. in terms of tonnage, be more 
than the 5 remaininq ships oriqinallv envisa&. without 
inrrca-ine the tntal price or the tntal loan in r e m e t  of 
all the vkins. Thcv h ~ v e  submitted the contracts fnr the 
annrnval of the Government nf Ihdia and the m3tter is 
uqdrr considerat:on. Since the scheme has h-eq cub- 
mi'tcd ns a whole, the loarl amount hns necessarilv to 
b- fived and sanctioned takine the entire cost of c o w  
truction of all the ships into account. 

(v) Agiin, the stinuletion made in the loan agreement by 
which the companv has been left free w;thout the nricr 
annroval of the S.D.F. Committee to raise loans fmm 
other sources upto to four t;mes of their paid rrt~ital 
on the swurity of other ships and assets amuired aqninst 
their paid up capital mav possiblv be reeiirdect as n snrt 
of concession to the Com~anv .  It will be mnrct :? t~r l  
thnt the new ships ordered under the schemc. tnr wh;-h 
Inans hsve been granted have to be mortmeecl to the 
S D  F. Committw free from print en-ur~hr3ncrs as 
securitv for the loans admnced. The Comp~nv  c m m t  
encumber without the prior approval of the S.D.F. 



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 f o r  
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 concessio~al terms 
to other Indian Shipping Companies provided the following condi- 
tlons are satisfied: - 

(i) The proposal for expansion of tonnage should fill an exist- 
ing gap or meet an emergency or fulfil prwsinp x.ecd 
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 RS well as the deferred payment 
terms settled must be such as would he 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 take 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 Shi ping Company have as against the 
requirements o !' 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 Mitsuhishi Shipyard 
for the 8 bulk carriers ordered by the Jayanti Shipping 
Company guaranteeing payment of 90 per cent of the 
final purchase price of the ships. 

(iii) A resident Indian citizen is already functioning as *he 
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 ~overAment Director as  
the nominee of the S.D.F. Committee on their Board at 
Directore. 



(vi) The Arst 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 instalment of the 
loan of Rs. 21.4 lakhs approx. equivalent to 10 per cent. 
of the Anal price of each ship has also been paid direct 
to the Mitsubishi Shipyard on behalf of the C~mpany.  

(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 oreloil carriers of about 15,000 
G.R.T. each. With this they will be ada.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 $till 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 pet cent. of the capital cost of the ships 
to be purchased and upto four times the amount of the slrare capital 
of Rs. 5 crores expected to be raised by the Company in future) to a 
privqte party, Government would be well advised in such cases eitirct 
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. 111, 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 Arst 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 1,70,000 G.R.T. Moreover, the Corporation's 
vessels are mainly employed in the conference trades and the tlrst 
objective is to strengthen thcir 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 Hs. 22:5 
crares 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 

tthe Industrial Policy Resolution of the Government of India dated 
the 30th April, 1956, 'Sea Transport' has been included in Schedule 
'B', i.e., among industries which will be progressive1 State owned 
and in which the State will therefore generally take tge initiative in 
establishing new undertakings but in which private cn,terprise will 
also be expected to supplement the eflort 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 jegard 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 publlc 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 Cornmitee in their Seventh 
Report have been vetted by Audit. 
IL.- - wmlt:.J. 

[O.M. No. 1-B&P (7) 163, dated 1-2-64.] 
t- 

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) . J 
A c n o ~  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 
bformation and future guidance. 

[O.M. No. 1-B&P (10) 163, dated 31-7-63] 



APPENDIX XIX 
MLNISTRY OF WORKS, HOUSING AND REHABILITATION 

(Department of Rehabilitation) 
Statement showing action taken or proposed to be taken on the 

Recommendcltim of the Public Accounts Committee. 
EIGHTH REPORT (Third Lok Sdbha) 

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)J. 
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- 
plnced 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) INK162 dated 24-6-63]. 
Recornmetidations 

2. The Committee regret to note that failure to take 
timelv action to assess the cottect amount of compensation' 
pagable to the defaulting purchaser and the amo1ir.t finally recorer- 
able from him resulted in avoidable loss to G m~*r)rnetlt They 
umuld llke to be informed of the action taken against the delinquent 
ofirials.  

[S. No. 122 of Appendix TV to 8th Report (1962-63)]. 
ACTION TAKEN 

This propertv 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 compmsation an~licat iun 
for certain claims, wh;ch had been verified iointlv with his uncle 
and t h r w  brothess. The purchaser had offered his two brothers* 
claims for association in the vurchase of the above property. The 
cases of these brothers were taken u p  fnr finalisation. Certain dis- 
crepnnc;es were noticed in the compensation claim of one of the 
associates. The matter was taken up with the claimant in Ma?, 1957 
but due to the noncooperative attitude of the claimant. the case had 
to be dwided er-pnrte in December, 1958. There werc. however. 
some delays in the Department, but the caw could nnt be EnnlMd 
mainly on account of noncooperative attitude of the claimant. After 
the associate's claim had been finalised the nrobablr! c ,mpensation 
due to the purchaser was worked out and in Februarv, 1959 tne Dur- 
chaser was informed a b u t  the probable compensation due to h i m  
Iie continued to dispute the correctness of the assessment made by 
the Department, till at last the department was forced to cancel the 
bid and ?wfe!t the 10 per cent earnest money, in September, 3960. 

1st 



The compensation of the claimants was correct1 worked out K under Rule 19 of the DPS (CQR) Rules, 1955 by t e Processing 
OWcer. 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 
TO per cent of the reserve price, the Regional Settlement Commis- 
sioner was competent to accept the bid. As, however, there waii 
steep fall in the resale price from Rs. 56,000 to Rs. 20,000 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 a t  the time of the auction, the case was re-examined 
and it was decided on 13-5-1963 to cancel the second sale. The c m -  
petent judiciel 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 ebove. 

[O.M. No. 55 (26) /A&IA/61, dated 28-10-1 9631. 
Recommendations 

3. The Committee regret t o  note that the Valuation OTC 
ganisation of the Ministry had failed to  make a proper ualua- 
tion o f  the properties. resultina in avoidable loss to Govetnment on 
t4e disposal of the properties. While, in  view of the circumstances ex- 
phined by  the Ministry, the Committee would not press for reualua- 
tion o f  a11 the remaining properties, they trust that, as promised by 
the Secretary of the Ministrv, at least such properties as were to be 
itansferred through allotment would be got revabned. They desire 
thut suitable instructions in  this regard should be issued to all 
concerned. 

[Sl. No. 123 Appx. fV to 8th Report (1962-63)]. 
0 

A m o ~  TAKW 
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 
m ~ d e  and also in the case of properties which might be sold by n e p  
tiation, the valuation should be got re-checked by the Valuation 
Officer before any commitmentPor their transfer is made.. . . . . . . . . . . 

[O.M. No. 14(23) (1)  A21AI63-Vol. I I I  dated 31-5-63]. 
Recommendation 

4. The Committee are unhappy to note that the grants g!uen by 
the Central Government to local bodies for essential specific works 
(like .construction of  roads in seruice lanes, prmthion of I drrstbius 
etc.) in  Rehabilitation colon.ies codd not be utilised for more than 
three years. I t  b apparent that after releasinq the funds due atten- 
tion was not paid by the Ministry to ensure that these were utitised 



wjtiiin a re~orurble pedod. 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 (196243)l. 

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. 

[ON. No. 4/1/63 BUD Dated 30-8-631. 



APPENDIX XX 
MINISTRY OF W. H. & R. 

(Deptt. of W.&H). 

1. (i) The Committee regret to observe that, despite their observa- 
tions suggestions in the earlier years, Government itn:.c vf ) t  been 
able to take suitable measures to improve the position ~egnrrling re- 
cotvery of arrears of rent, even t h o ~ ~ g h  more than nine yei.rrs have 
elapsed since the matter was for the first t i ne  brought to their notice 
vide Audit Report, 1954. 

(ii) The Committee learnt in  evidence that a Con~~n i~ t t - c .  ~ o n r  
set up in September. 1961 to enquire into the working qf  r11o Direc- 
torate of Estates a i d  emntine the accumu~ation of large arrenr of 
tent. but it did not function at all. They trust that the 11c1i cow- 
mittee which has since been set up to simplify the proccdurc for re- 
covery of rent. will not meet the same f a t e  Theg would Ibtc to be 
informed of the recommendations of that Committee alzd t k c  action 
taken thereon. 

[Sl. No. 95, Appx. N of 8th Report (1962-63)) 

1. In Audit 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. TAis arrear is anly 1.56% of the total demand 
of Rs. 16.50 crores assessed from 1942-43 to 1960-61. Thr arrears 
mainly represent the unadjusted amounts pending intimation of 
credit vouchers from the paying departments concerned. 

2. Regarding para ( i i ) ,  it is stated that the Committee postponed 
its work indefinitely due to national emergency. 

[NO. 4/3/63-Acc. I]. 
Recommendation 

2. The Committee desired to be furnished with a note indicating- 
(i) Works for which specific appoval of Parlianrent had been 

obtained; and . 



(ii) works which were never mentioned in the estimates to 
Parliament. 

They regret to o2)serve that the information is still awaited. 
[Serial No. 98(ii) of Appendix IV t o  8th Report 

(Third Lok Sabha)]. 

ACTION TAKEN 

LIST OF POINTS ARISING FROM PARA 48(a) OF AUDIT RE- 
POIIT (CIVIL) 1962 ON WHICH PUBLIC ACCOUNlS COM- 
MITTEE DESIRED TO BE FURNJSHLD WITH FUKTHER 
INFORMATION. 

f tern 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 thc 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 (C~vil)  1962, Audit stated that the total number 
of works actually 145 and not 135 Works [vide Director of Audit, 
Food, Rehnb~litation, Supply, Commerce, Steel 8: Mines hcw Delhi 
D.O. letter No. Rep. I1 2(59A) Part File 2127 dated the 22nd March 
19631 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 or works 
in progress which had been included in the budget estrmates pre- 
sented to Parliament in the earlier years are given. The particular 
financial year in which provision was made in the budget 1s indicated 
citing reference to the p:tge number of the printed book of Dcmmds 
for Grants ngainst the concern4 item. Where the item forms part 
of a scheme! project or the provision appears with a difft?ren: nsmen- 
clature, the nanw of the connected schemei project or thr ncmen- 
clature appearing in the printed book of Demands for Grants as the 
case may be is also indicated against the particular item of work. 
In List l Im* items of new works taken u p  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. 



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 lbg the Chief Technical E.ran~iner. In  
order that the examination of works by the Chief Technicul. Exami- 
ner may have the desired objective, it is necessary that the (objeb 
tions raised by the Organisation are heeded to promptly by the Works 
Department. In  their earlier Reports (para 82 and 212 o j  the 25th 
and 34th Reports respectively of 2nd h k  Sabha) the Cownittee hud 
desired that instructions should be issued to the C. P. W. D. enjoin- 
rng expeditious disposal of repmts of the Chief Technicai Examiner. 
The Commtttee regret to observe that the position in.dicat,cd in the 
Audit Report is still, far  from satisfactory. They are also constrained 
to observe that the Ministry have not indicated to t hen  t ! i c  actiom 
taken or proposed to be taken on their recommendations which were 
m d e  as early as March, 1961. 

[S. No. 102, Appendix IV to 8th Report 
1962-63 (3rd Lok Sabha)]. 

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) /6O dated 3-2-1961 and 
5(4)/61-BI dated 9th May, 1963. 

2. At the instance of Chief Technical Examiner instructions have 
been issued by the Chief Engineer, Central ~ u b i i c  Works De srt- 
ment to all lower formtions vide his memo. No. 6/51/162-W P 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). 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 observations made by the Chief Tcchni- 
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 tbe issues to the  com- 
petent authority in the Department, obtain his orders and com- 
municate the same to Chief Technical Examiner within cne month- 
from the date prescribed by the Chief Technical Examiner for hub- 
mission of replies by the Executive Engineer. 



4. From the experience gained, it has been found necessary t. 
:modify the procedure slightly as under: -- 

(i) The Executive Engineer should send replies to the gbsarrr 
tion memos of Chief Technical Examiner within c r r ~ r  
month; 

(ii) If the reply of an Executive Engineer on any issue in ndl 
considered satisfactory by the Chief Technical 
ner or in the case of difference of opinion between thr 
Chief Tech. Examiner and the Executive Engineer, th6 
Chief Tech. Examiner should take up the matter witb 
the Superintending Engineer. In case there is r dib 
agreement between Chief Technical Examiner and 
Superintending Engineer, it should be for the S u p e r b  
tending Engineer to obtain the orders of the A d d i t i n  
al Chief Engineer before sending a reply to thn 
Chicf Technical Examiner. The Superintend 
ing Engineer should send a reply to  the refeb 
cncc from the Chief Technical Esaminet w~th in  two 
months, including those where he has to obtain th, 
orders of Additional Chief Engineer. 

The procedure, outlined above, has been approved and necMI.rJ 
instructirms arc being issued to the Chicf Engineer, Central Publb 
Works Department f x  its implementation. This procedure, it b 
hopcd, would help in the expeditious disposal of cases. 

Recommen tiation: 
4. The Covmit tee  feel that th:s  is a typical example of the ca-d 

m m n c r  in 11-hlrh the Rcnorts of the C.T.E. are txamined by the WorZa 
Dcpnt t rnm! .  Thcy dc+e that this  case should be rncestigated with 
a view t o  Tisdlng out  the Teasons for the undrll!y long time (24 years) 
tnkcn h y  t hc I > ~ p c r t n w n t  i n  accepting thc  rrtcgularity.  They wau td 
also ! :kc  to hc inforrned whether departmental actton had since been 
initiated agnmst t h e  oflcer tesponsi ble 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. Dcpartmcnt action was initiated against the  officers (in 5\61) 

immcdiatrly after t he  irrcgularitics were accepted. But in the tneab  
time, Special Police Establishment registered a Preliminary Enquiry. 
I t  was, therefore, decid~d to keep a c t h n  on this case pending. till 
such time as the Special Police Establishment's report was received. 

The Special Police Establishment's report has since been received 
and charge shccts against the Executive Engineer and other offktm 
are being served. 
Recommendation: - 5. The Committee feel that the action o f  the Assistant Enqinect h 
~tlowing the contractor to do the work much in excess of the l imb 
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prescribed by the Works Advisory Board was not propet. They trwt 
that suitable instructions will be issued to the eflect that the oficer8 
br charge of works do not exceed their normal powers on the plea o f  
wgency. Besides, the question of preparation of estimates also 
deserves to  be examined further. As these estimates form the basir 
for detclrminatwn of tenders, it is imperative that they a7e as precise 
as possible. 

[Sl. No. 107, Appx. N to 8th Report (1962-63)]. 
A c n o ~  TAKEN 

Necessary instructions in the matter have been issued by the Chief 
Enginrer, Central P.W.D., under his Memo. No. CE/Con/334 dated 
fhe 27th June, 1963. 
Recommendation I 

6. ( i )  The Committee feel that i n  a big construction project like the 
Vigvan Bhawan, which was considered to be a "Prestige Bttiidng", 
supervision should not have been left entirely in the hands of junior 
@icials. 

( i i )  As regards recotrery of the amounts due from the first con- 
trc:*o-, t4e Committee were informed that a sum of Rs. 30,000 had 
alr-dy 'been recovered front h i m  and the  rest zicould he rwnvcred 
anTg cfter the result of the arbitrat~on ulas known. The Committee 
a ~ o u l d  I ke t o  be informed of the final settlement reached in t h b  
mgard. 

[SL No. 109 of Appx. lV to 8th Report (1N2-63) 1. 
Acnox TAKEN 

The recommendation of the Committee has been noted for com- 
lance. PI' 
The case is still under arbitration 

&commendation 
7.  It was explained in  evidence that the suppliers had a generd 

tendency to make bulk supplies towards the closc of the financia 
year before their contractual period expired and that this hn,i *e- 
n r l t ~ d  in the stock h&;ng exceeded the permissible limits for a t ~ m -  
porary pmiod in the Stationery Ofice,  Calrutta. The Coinmittre f ~ z l  
that this is not a health9 practice and should not have been allouwi 
fo persist. Besides creat'ng other corriplicattons like storage prohlw~r 
d c .  such bulk suppl..es t w n r d s  the close of the contractual pcriod 
would hardly psrmlt eflcctive and proper inspection of stmes and 
there were possibilities o f  sub-standatd material being accepted by the ofice in a hurry. 

[Sl. No. 116, Appx. N to 8th Report (1962-63)]. 

The observations of the Public Accounts Committee on the gene 
raT tendency o f  the suppliers to  makc bulk supplie's towards the close 
d the financial year to fulfil th+ contractual obligations tchte pri- 
marily to the miscellaneous stationery stores for which the Stationery 



Office enters into annual (Running Contracts) with the contractom 
Under these contracts, it is obligatory for the Government of India 
Stationery OfRce to purchase at least 75 per cent of the quantities 
contracted for. Supply Orders are pluced by the Stationery Ofice 
throughout the year on the basis of the demands received from the 
indcntors. Under the existing procedure of staggered receipt of 
indents, they continue to be received generally upto the third quarter 
of a year. Accordmgly orders for the ;mlk of the stores/supplies cover- 
ing the residual quantities (i.e. 75 per cent of the quantities minua 
quantities already ordered for) are generally placed in the third 
quarter, and the bulk supplies are received from the contractors in . the iourth quarter. P r i m  facie, the situation can be remedied by 
either of the following two steps:- 

(i)  All the indcntors of the S:atiuncry Office should send their 
indents in the first quarter of 'the gear or even before the 
beginning oi' the year; or 

(ii) Instwd of entering  in:^ Running Contracts (annual) 
under which i t  is obligatory to place orders upto 75 per 
ccnt of the contrac:.ed quantities, the Stationery Offize 
should enter into Ratv Contracts under which it is not 
obligatory to purchase any spiicified quantity. 

The proposal at ( i )  abovc is not fmsible, as staggered indents are  
received with a vicw to  facilitating proper xrutiny of the indents 
and supplies to be made to  differrnt indentors thr~ughout  the year. 
As rcgards ( i i )  abovc, the Dcpx-:mtbntal Committee headed by S M  
P. C. Vuish, Controller of Railway Stores, Eastern Railway, Calcutta, 
which was app:)in:cd in 1955 t.o enquire into the reasons for esccssive 
stocks of stationery stores in the Stationery Ofice, categsrically re- 
commcndcd against conversion o f  Running Contracts into Rate Con- 
tracts fur the following reason.;. as givm in p .m 23 of their Hepert:- 

(i) Under a ra:c contract thcrc is no obligation on the part of 
the Govcrnn~ent to place orders fcr any spxified qunn- 
tit?.. Raw material is tn be armnged by the firms for 
thc production of finishrd goocis, If rate cantracts a re  
placed, :he firms cannot cstimate thrir requirements of 
raw materials and olnntlt quote economic rates. 

(ii) Smnll indcntors, whose number is much greater than the 
big indcntnrs, require these items in small quantities 
The firms will decline t .1  acccpt such small orders ;;u 
thcy will have to obtain p y m m t s  of small amounts of 
bills from a 1:trge numbcr of consignees and also the cast 
of p rk ing  nnd transportation of such mal l  consignments 
will be disproportionately high. 

(iii) In the case of stationery mmufactured through G o v e n t  
mcnt or privatp prcssrs, materials are supplid from the 
Statialcry Omcc- stock and the contracts mu% be n p  
rated by thc Stationen. OflScc. Apart from the fact that  
the primte presIlcs will not undertake p i e m e a l  ordem 
without extra charge, it would be impracticable for the 



Stationery Office t o  issue materials t o  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 d;fficult and a large inspecting 
staff on a regionnl basis would be necessary to cope wi!h 
the  work, unless it is decided to do away with the inspec- . 
tion, in which csse the Government will have to run  the  
risk of accepting poor quality of stores. 

(vi) The number of bills will increase e n o r ~ o u s l y  and so will 
the correspondence and complaints for delay in payment 
in connection therewith. 

Keepinq in view wimt has been said by the Vaish Committre, it is 
a p p a w i ~ i ~  in;dvis~ble to switch over t:) Rate Cnntrncts. Thr? rn:ittcr 
Is, however, being examined again and if :he adv:~n?ogts of mtcr ing 
into Rate Contxwts are found to ~ u t w c i p h  the disndv:~~i!:~;:t.s, it may 
be possible to enter into Ratc Contracts for some of the items. 

2. So long as running contracts (annual) are concludci, rush of 
sup$.cs from thr contractors in the Inst quarter of thc yc:ir is b::und 
a c :  What is really required is that nrrang:.ments s!-iould 
&st for more effective insp~ct.ion of supplies to  guard cigninst the  
possibility of sub-standnrd ::ores being accepted as npprchmdcd by 
the  Public Accounts Committee. Thc  following strps hnvr h c ? n  
taken (or are proposed to be taken) t n  cnablc t hc  inspecting s tc2  to  
devote more attention to testing actual supp1ics:- 

(i)  A Departmental Commitke set up in 1961 t o  cxnmine the 
p r o c d u r c  of purchases made by the S:ationt$ry C!ffix 
and to suggest ways and means of cffccting irnnrwe- 
ments had mnde several recommcndntir:ns in i:s Repwt 
submitted t o  Government in Scptcmbrr. 1963. hl i~st  r ~ f  
the  recommendations have been acceptcd and arc in 1 . h ~  
process of implementation. One of the m : m  important 
recommendutions of the Commit tee is thc introduc: ion 
of the  system of "inspection before despatch" in plnrc r f  
the  existing procedure of inspection after despatch which 
is a lengthy procedure m d  entails considcrahlc waste! of 
the  t ime of the fnspection Wing over cnrrcspnndcnce 
with the  consignee and the contractors. Under the re- 
vised procedure, Zonal Inspectorates will be set up nt 
B o m h y ,  Delhi and Madras and suppliers will n:)t he 
able to  despatch stores to the  godawns of the  Stationery 
Office unless these a re  inspected and passed. 

(3) The Committee have also rccommendcd the  concl~rsion of 
biennial contracts instead of annual contracts. This will 
relieve the  Inspection Wing of testing the  mmples sub  
rnitted along with the annual tenders every year. As the 
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samples of annual tenders are tested during Decemba 
to February, the Inspection Wing is unable to devotP 
suacient time to the actual supplies made during that 
period. Under the revised procedure the wmples will 
have to be tested only once in two years for certain 
categories of stores for which biennial contracts have 
be concluded. This will enable the inspecting staff tD 
devote more time to the inspection of actual supplies t o  
be made during the last quwter of the year. 

(iii) Tender samples are sent every year along with annual 
quotations. It has been decided that approved samples 
should be retained tor 2-5 years depending upon the lib 
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. 

Becommendat ion 
8. In evidence, the Secretary of the Mznistty of Works, Houolng 

and Rehabilitation, admitted that the position was not satisfactory 
and that he uyould further look into the mutter a d  ensure that thr 
oficials were held responsible for taking appropriate action in t h t  
regard. The Committee would like to be informed of the action 
taken. 

[Serial No. 117 of Appendix TV to 8t.b 
Report (1962-63) ]. 

ACTION TAKER 
Instructions issutwl vide Chief Engineer's (C.P.W.D.) Memoran- 

dum No CE/hcctt/338 dated the 19th July, 1963. 
Becommendation: 

1''CVELFTH REPORT (Third Lok Sabha) 
9. The Co7nmittee regret to observe that a &cision otr the suggea 

tion that a single agency should be ent~usttd with work of c o w t t l ~ b  
tion oJ buildings and provision of ancillary services is yet to 
reached eve-11 though  two years have passed 

[Para 239 of 42nd Rcport (2nd LS) S. No. 141 of .4ppx. 11 rn 
12th Report (196263) & 

ACTION TAKER 
It was agrcscd In October 1960 that the CPWD should initially p- 

vide a!] ant. '!:?ry spr\.iccs in R Government colony a t  the c,s! o l  (;ov- 
cr11rne:it Thi. cost of such scrvicps, as were lcgitirr.n!plv the rpspow 

s ib l l i t y  of t i l t .  l o c , ~ l  Iwd~es, could then be debited t,, t f ~ t m  as a loen 
Thc tc rtns :~r!ri c o r \ d ~ t ~ . ~ ~ ~ s  w w c  to M* scttlw in crtn~t:lta:lnn w;th ?b 
I I I Thi. Ncw Dc*li~i blr1nicip3l Cpmnli::pt* n;riej 
this but the M u n ' c ~ p ~ l  Corporatlorr of Delhi h : l v ~  c ,??(tndeLi that 
constriirti~m of !)ui!d!ngs for somP of the scrviccs t g lT:l!er:lity and 
Child \Vclf:trra Crv*~trvg ctc. not their reponsihtri'~. jq 3;s~ 
their contw~tion l h ~ t ,  instca 1 of loan, thc cost shrtti' ! 1.0 t r c a t ~ < l  as 
@ W l - j 1 3 - 3 l d .  T r f vc*rcornc8 thflsc clifilcultjps, a s u ~ y q ! :  !!>at Go* 
ernm(vr!t S ? I O U ~  t?kcs upon tllcn~sclvcs the resr, ,n<j>;];:v ,,f pr,vidin 
at fhpir o w n  c ~t nll civic amenities, etc., In C;ovcrnnrcnt colonies 
under considcrrrtian. 

t! 



ANNEXURE 
MTNISTRY OF W.H. & R 

(Deptt. of W. & H )  
(See item 5 of statement) 

Para 108 of the 8th Report of the Public Accounts Committee 
(3rd Lok Sabha) 

Soann:--Lowering 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. 71,7351- 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 Offi~er called 
for some documents on 14th August, 1958 from this Organisation to 
examine the case. The documents were Pent 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. I 

4. As no reply was received to the rejoinder, a reminder was 
issued on 6th April, 1959. Also in view of the dispar;ty 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 depute somebody for joint scrutiny of earth 
work calculations to 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 E n ~ i n e e r  on 12th June, 1959. Case was discussed again on 50th 
June, 1959 by Technical Examiner with the Executive Engineer, ;he 
work was jointly inspected on 2nd July, 1959, and a detailed note war 
sent by Technical Examiner to the Executive Engineer on 8th July, 
l959. . 



5. The Superintending Engineer waa apprised of fuJl htrtoty of tto 
;case on 31st July, 1959 with a request to get the case expedited. A 
meetin between the Technical Examiner and the Executive Engineer 
was he 4 d a ain on 1st September, 1959 to settle the outstanding 
issues and &inUtes of the meeting were sent to Executive Engineer 

a n  7th September, 1959. Another meeting was held on 9th S e p t e m b q  
* 1959 and a note sent to Executive Engineer on 15th September, 1958 

6. In order to expedite the case Su erintendh Englneer w- Ii addressed by Technical Examiner d e m i s  cially on If th October, 
r e  arding the urgency of the case. As the case was takin long t i m  5 ~tc i i t iona l  Chief Engineer was brought into the picture y r D . a  
letter dated 1st December, 1959 from C.T.E. Case was discussed again 
botween Executive Engineer and Technical Examiner on 4th, 6th and 
7th January, 1960 and the Executive Engineer was asked to furnisb 
further information. A D.O. was written by Technical Examiner 
Superintending Engineer on 17th Februarv, 1960 regarding ourstan& 
ing issues with a copy to Additional dh:ef Engineer. Another 
r e m i n d ~ r  from C.T.E. to Additional Chief Englneer wru sent on 7th 
April, 1960. On 26th May, 1960 an interim reply was received ffum 
the Executive Engineer. 

7. The case was discussed between C.T.E. and S ugcrintendlT! Engineer on 21st July, 1960 and work inspected on 23r July, 196 
As the discussions were not conclusive, the comments of the C.T.8 
were communicated to the Superintending Engineer on 1st A u p s g  
1960. A reminder was issued on 20th October, 1960. The case w a  
discussed again by Technical Examiner and Superintendq Engineer 
on 25,h October. 1950 and the Executive Enqineer was ad 1 ressed OD 
29th October, 1960 with a request for early fhalisation of the casa 

8. A meeting wns held aga'n on 24!h November, 1960 befweea 
CT.E., Superintending Engineer, Executive Engheer, Technical 
Exnminrr and the minutes of the meetinq communicated to t b  
Supermtending Engmeer on 3rd December, 1960 for settl'mg t k ~  
issues. . 

9. The Executive Engineer ultimately accepted an overpayment 
of Rs. 38.399.91 i n  D ~ c c m b ~ r ,  1960 and a further overpyment  d 
Rs. 11,438.03 in J n n v ~ r y .  1961. Intimation of these overpaymrn! a g g e  
gating to Rs. 49,837.94 was given to Audit in February, 1961. Out o t  
avcrpnid. n m m n t .  an amount of Rs. 4,035 still remains to be recavered 
(November, 1963) . 

The irrccoverable loss of Rs. 45.013:18 ln respect of earth wnrk 
and soling mentioned in Sub-para (C) of Pars 49 of Aud t Report 1952 
w32 intim7tcd to Audit-after settlement of issues with the Dcpnrb 
ment-in September, 1961, and examining the disciplinary aspect oi 
the mse. , a4.p 

10. It will be -seen from above that the case was belng actbe1 
pursued all along. It  took long time to settle the cape because o t 
controversial and complicated nature of the issue? involvinq length3 
.earth-work crilculations and reconstructfon oi evidence in the absetlW 



..' ' of adequate'data axid because of transfer of the officers concerned. 
,Disciplinary action has been initiated against defaulting officers. 
Including the Executive Engineer and disciplmary proceedings are 
"tn progress. 

10. (i) Non-maint~nance of proper accounts nnd failure to rwhe 
the rates-and recover the dues from private parties are in the opinion. 
of the Committee serious lapses for which responsibility should be 
brad 

(ii) The Committee would like to know when a decision is likely 
b be taken in the matter of revision of rates of unfiltered water. 

[Para 241 of 42nd Report (Second Lok Sabha) 
md Serial No. 107 of Appx. I1 to 12th Report 

(Third Lok Sabha)]. 

The disciplinary aspect for non-nmfntenance of proper accounts 
md failure to recover the dues is being processed. Explanations of 
the officers concerned have been called for and the case will be 
rnnmined further on receipt of their replies. 

On account of the increased costs it hrjs been decided to increase 
the rates of unfiltered water supply. The revised rates will bc nolified 
b eansumers shortly. 



APPENDIX XM 
MINISTRY OF DEFENCE 

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

FOURTH REPORT (THIRD W K  SABHA)  

Becommendation 

1. The Committee are in  general agreement with t he  policy of utd  
lising the surplus capacity of Ordnance Factories i n  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 
Etores which is the first and foremost duty of the Ordnance Factories 
does not in any way sufler. 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 oficert 
and workers in increasing defence produrtion and theit sense of 
awareness of the need of the country i n  the present emetgency. I t  
toas heartening that various trade unions had sunk their differcncet 
and were working unitedly to  raise the defence production to the 
maximum. The Committee have no doubt that greater emphasis will 
continue to be l n i d  on the development and production of new arma- 
ments an3 equipments. 

IS. No. 1, Appendix II, 42nd Report (3 L.S.)]. 

Acno?~ TAKEN 
The obstmations of the Comntittee have been noted 

[M. of D. 0. M. No. 11(7)162/D (Budget) dt. 44-19631. 
* 



The observations o f  the Committee have been noted. 
[M. of D. O.M. No. 11 ( 7 )  1621 D (Budget) dt. 1-8-1963]. 

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 efiort should 'be made to recover them 
expeditiously. They would like to be furnished with a statement 
showing the break-up of the outstanding since 1946 and the progress 
d e  in the statement of old cases. 

[S. No. 6, Appendix II, 4th Report (3 LS)]  

ACTION TAKEN 

The infornraticm is being compiled and wilt 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 thc ptoduc- 

tion of tractors and trucks. They also note that the foreign escl~ange 
content has not been reduced to the extent anticipated. They  hope 
that all out efcvts would be made to ensure that there is no further 
shortfalZ in production. 

[S. No. 8, Appendix 11, 4th Report ( 3  L S ) ]  

Noted for guidance. Every endeavour is being ma3c 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. 30-3-19631. 

Recommendation: 
5. The Committee recommend that the required analysis should be 

completed as early as possibk. They would also suggest that i n  
future the details of the facilities extended to such works mtght be 
shown separately in the proforma accounts of such w w k s  to facilitate 
the final costing for the purpose of comparison. 

[S. No. 9, Appendix I1 to  the Fourth Report (3rd Lok Sabh) ]  

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. 



2. I t  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 m 
commendation of the Public Accounts Committee in regard to main- 
tenance of proforma accounts of the facilities extended to such pro- 

I ects 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) 16210 (Budget), dt .  18-11-63]. 

Recommanda tion: 
6 .  The Committee trust that all out e f d s  would be made to clear 

the  outstanding Vouchers,JInvoices/Znspection Notes expeditiously. 
[Serial No. 10 of Appendix I1 to the Fourth Report (3rd LS] 

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 DCISD, 
London. 

(b) Diversion of consignments to units, etc. other than the ori- 
ginal consignee, in order to meet urgent demands. 

(c) Discrepancies und incomplete details in packing accounts 
and inwiccs owing to short loading or damages to s t o r ~ s  in 
transit. , 

(d) Delays in the release of  pscking accounts by the Embar- 
kation Headquarters, due to customs formalities, arrangrng 
r o h g  stock and despatch of stores. 

The full amounts of the invoices are shown as outstanding, even 
in cases where a single item out of sevcual items included in the in- 
voices, was not rcccivcd 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 p-~cking accounts, a revised 

rocedure wus introduced in November 1959, under which the DGISD, E ondon has to forward both the copies of the packing accounts, with 
complete details by air, before the despatch of stores, and also the 
h a 1  priced invoices to all concerned, without delay. It has been 
arranged that the Local Audit Offken, will link the invoices with the 



Certified Receipt Vouchers wherever the relevant packing account8 
are unduly delayed. A Anal linking with the packing accounts in 
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 mnde in clearing the back-log as is evident from the 
figures given below: - 
ARMY 
h so far as Army is concerned, the number of outstanding Certi- 

fled Receipt Vouchers which could not be linked with Issue Vouchers1 
Packing Accounts/Inspection notes, has been reduced eppreciably. 
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  respect 
of stores worth Rs. 9.51 lakhs remnined 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:- 

1948-49 to 10 ]I K8 . 3 
195657 
1957-58 I 3  3 Rs. 1,03,226 
1958-59 19 6 Rs. 11,706 
1959-60 1 2 0  80 a .  5.506,146 
r 960-6 r 266 52 1 s  61.5",930 

AIR FORCE 
The position of linking of invoices on thc Air Forcc side nnd the 

progress made in cIc3ring rhe back-log is csplaiwd i n  dt::~.; i r l  :he 
Mir~istry's note dt.  23-9-63 submitted lo  the Conmit:cr. 7 . d ~  O.:,I. X u  
l l ( 7 )  /62/D (Budget), datcd tile 5 t h  SeptemLcr, 1963. 

D.A.D.S. has seen. 
[M. of D. U.O. hTo. F. 11 (6) /G3/D ( B u d g e t )  datcd, 30-12-631 

7. While the Contmittee appreciate the Ministry's point of view 
they see little justification for r e t u h ' ? i g  ? ~ n t ~ . a n t c t l  arid o ' , : ; o l c : p  prt- 
plus stmu indefinitely which are not likclli lo be utiliscd in forcseabII 



future. T ~ P  Committee have already stressed the need to scseen the 
old stock nnrl dispose of obsolete and unwanted stores in para 55 
of their ,si.ztlr Report (Second Lok Sabha). The retention of .such 
utores would not only result in blockinq up of much needed storaue 
accommodation in the depots but also involve unnecessary expendi- 
ture on their care and maintenance. As the years roll by the stores 
might become operationa11y unsuitable. 

IS. No. 11, App. IT, 4th Report (3LS) .] 
ACTION TAKEN 

Government have reviewed the  general questinn of disnnsal of 
surplus and obsnlcte Defence stores and have taken the fo!lowing 
decisions in this regard:- 

(a) The items which had prcviouslv bee? cu?m~ncd 5v the 
Inter-Scrviccs Technical Traininp T c n ~  3 nd rccom- 
mcnclcrl by :horn for disposal in 1959 s:?ould be rc- 
vicivc4 hv a Board wifh a \,imv ttn dr>trrr*l.pp ~ v h c t h c r  
nnv of thcse stores could be 11tili7crt bs thc Srrvires in 
v;cuv of t h ~  prnscnt emerccncu or bv an industrv cn- 
F I C P ~  in the production of stnrcs for thc Drfencc Scr- 
virr.s. If i t  is fnund ? h a t  a n v  r t f  ihcse itcrns cn???t bn co 
utiliscd, :hey should bc dcclarcd surplus and diqnsed of. 

(c) SUP!? quant i ' im of n~rishn') l f i  ~ tn rc s  with a I;mi:ed shelf- 
l i f t -  rls can  h~ ~ r ! ; l i c r d  ~ v i t h i n  thrir shelf-life should be 
rctained and t h e  bnlnncc disposed of 

(d)  In cnsc nf crhsolcte storcs whrre their value is lcw than 
Rs. 1 lakh Scrviccs Hcndauartcrs have been nu'horiscd 
to dispose of these s t ~ r e s  withoui reference t n  Gwcrn-  
mcnt after sntisfvinc themselves that the stnrcs nr 
equipmmt rannot he utiliscd with or withcut modifica- 
tions. Htrwwer. whcrc the value of these stores is 
mnrc than Rs. 1 lakh n survev will be made hv techni- 
cal trams to determine whcther in view of !he Dres*qt 
emerrrncv. any of these storcs could he utiliwd with 
or withnut any modif icat i~s .  The aues:inn af their dis- 
pow1 will he considered on the basis of the  recommen- 
dations made by the teams. 

(e) As the Armed Forces are expanding and in the event at  
the actual out-break of hostilities the requirement of 
current and obsoIescent stares would be much more 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 



disposal of sur lus sotres falling under his cat- $ would be consi ered on merits, whenever put up by. 
Services Headquarters. 

2. D.A.D.S. has seen. ': 
[M. of D. O.M. No. (11 (7) /62/D (Budget) dated 303-63 3.  

Recommendation: 
8. The Committee are of the view that the prescribed time-limit 

for furnishing comments on draft Audit paras should be adhercd to 
and suggest that lower formations might be asked to submit . their 
explanation to the Ministry through proper channet as soon ns they 
receive audit objections to enable the Ministry to corn,municate their 
replies to the audit paragraphs within the prescribed period. 

[S. N. 12, App. 11, 4th Report (3 LS] 

The views of the Committee h a w  been noted. All efforts will be 
made to dispose of draft paras as expeditiously as possiblc and to 
communicate the comments of the Ministry to Audit w ~ t h i n  the 
prescribed period. 

3. The Services Headquarters have been requcstcd in Min. of Def. 
u.o. No. F. 11 (3)/63/D (Budget), dated the 4th April, 1963, to issue 
suitable instructions to the lower formations, as des~red by the Com- 
mittee. 

[M. of D. O.M. No. 11 (7) / 6 2 / D  (Budget) dated 8-4-63]. 

Recommendation: 
9. The Committee have alreadp in their previous Report (Pat;w 

79-80 of 19th Report 1st Lok SaSha and 87 of 6 t h  Report 2nd 'Lob 
Sabha) emphasised the importance of timely linking of invoircs with 
Pacing Accounts to aoid losses due to shortages, pilferngc 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 Ministq to under. 
take a special drive to liquidiate the old invoices by n ~ i g m c n t i v g  the 
s tag if necessary. The Committee also recommend that the linking 
of invoices relating to the current years should not be nllotucd to 
acmmmulate, as the delay in this regard is like13 to result in losse8 
due to shortage, pilferage, etc. remaining ~rndetected. 

[S. No. 13, Appendix 11, 4th Report 3LS).] 

&!'ITON TAKEN 

Ever since the arrears in linking of Packing Accounts and in- 
voices were brought to the notice of Air Hesdquarters. spcial  cfl0r.u 
have been made by them to clear the outstandings. Thr irnporbnce 
of expeditious clearance of outstanding invoice: has hrcn i m p r c ~ r  
ed on all concerned from to tirne. Since fiovcrnbcr, 1959, when 
the procedure for linking of invoices was ra t iona l id ,  cons idc rab  
progress had been made in clearing the back-log 



:71 
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. Fh s number and value of the outstanding invoices for the old period 
1.e. upto 31st March, 1957 has, however, been reduced considerably. 
A statement showing the year-wise break-up of the outstanding in- 
voices as on 30th June, 1963, with their value is attached herewith. 

3. Tho permanent boards of officers functioning a t  all units to 
speed up the clcarance of outstandin vouchers/invoic~/packing ac- 
counts have been making all possib e efforts to link invo~ces from 
1st April, 1957 to 31st March, 1961. 

'i 
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]. 
Srarcrnw slr w'n: r l i *  rar -n i s r  hrrak-up rf ~ l i ~ .  curstandv~l: itr~cices 

f r m  f h c  yzar  19 18-49 c~nncar,?.~ and tvcir monctarjr value 
as ct; 30th rrrnc, 1953. 

-----"- ----- 
YcdrrC~\v' i~hthc  S ~ , o f o u t i r a n h g  Amount 

i n v - i . ,  s i:i\uice, o I 
j w t ~ i n  30 6 I 963 

- 
-7 

Racammendatiun: , 
10, The Commrttce are not mnrginced tmth the c.t-plam?itm jut 

the dclalp In apyottrtrnent of the Expert Cornrrrtttee a d  slouy pro- 
vest of rts work. They hope that the work of the t ' rp i ' t  Corn- 



vnittee will be completed soon and action initiated on i t s  r e c o m m m  
dations wi th  the object of streamlining the  accounting sz~stem of t h ~  
Military Farms without delay. 

[S. No. 14, App. I1 4th Report (3LS).] 

T h e  report o f  the Expert Accounting Committee has been receiv- 
ed and is now under esamination. 

2. D.A.D.S. has seen. 

[M. o f  D. O.M. No. 11 (7) /62/D (Budget) dated 28-2-1963.] 
Recommendation: 

11. T h e  Committee observe that as the sanction for the  fire brigade 
sta8 contempkzted thnt a trailer fire pump should 1)e ill positron i71 t i ; @  
workshop and as zhere were alrendji some arrangcirrcnrs for n ~ e e t i ~ ~ j l  
emergencies, the cnzplo!/nzcnt of fire brigade stajJ without first pro- 
curing the  trailcr fire p u m p  and in the absence of a fire supcr~:is"V 
lacked justificarion. They would like to poiilt out in this conn~c:iot, 
that as late as Fr?,runry 1961, the Inspector of Fire Services o.z hi s  
visit to this Workshop had felt tha t  i n  rhe absence of surh  (I tra:!rr 
fire pump t h e  fire serrices personnel were not s u i t n b l ~  cti lplo!jrd.  I t  
was admitted d?~tzng the course of evidence that emplo!y~:icnt o f  the 
staff was not strictly in accordance with t h e  Go7-crn~ni>r1t snrtction 
which was on the cx;ve::s conditioi~ rhnt fhcrc shmld hc n f r r ~ i l v r  fire 
pump in position and furmnl snliction should 11nt.c 1w11 ol,:ciirier! ! '?I  
the  zcorkshop f o r  t he ret'ised arran yemcnts. The Conitnittee lrlist t h t  
such cases will not recur. 

[ S .  KO. 16, App. 11, 4th Report (3 L.S.) 1 

The o b s e m t i o n s  o f  the  Committee have bcen noted. 
This  was an isolated case and it is unlikcly that such csscs will 

recur. A note has, however, bcen made by  Army HQrs. th3: In fu!i:r~) 
if it becomes necessary to make similar stipulations i n  thr! i'i~ica 
Establishments of E M E  units, clear instructions will be issurbd l o  1110 
CommandantdOfficers Commanding units to  avoid sirnllar irrcgu- 
ku i ty .  

D.ADS. has seen. 
[M. of D. O.M. No. 11 ( 7 )  /62/D (Budget)  dated 25-3-a]. 

12. The Committee desire that the position sqgatding u t i l imt jm 
of the machines issued to  units should be looked into and trtttmated 
.fo them 

[S. No. 17, App. 11, 4th Report (3 L9)t 



On 3rd November 1962, the D.A.D.S. had furnished particulars of 
-9 machines which, according to his informattion, had been transferred 
by the Central Ordnance Depot, Delhi Cantt., to certmin units/forma- 
tions but had not been put to use. The position in respect of these 
*9 machines is indicated in the Enctosure to this note. 

2. The D.A.D.S. has suggested that the review should not be con- 
-&red 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 reasomble number of selected 
machines is checked. He has accordingly suggested that the utiliza- 
tion of all the machines sent to some other units/forrnations (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 
-8s possible. 

3. D.A.D.S. has seen. 
[M. of D. O.M. No. 11 (7) / 63 /D (Budget) dt. 38-63)]. 



W<-HJJ  W- 13 187 Rl1w:r portahle 21 J u n  6 2  24 r\ug 62  Still lying in stock unused. All the five hllwcrs haw been 
W -00iR7 ti;cc?ric 60 Cfn Workshqlp authorities haw di.;tributcii r o  diffmtnr Work- 
W-mSS8 Light duty zqo stated that these m:~chines shop G r w p  and are in use. 
W-~0649 VAC w-o* 

R'X-22-4 NY.9 Larhr watchrnakt-r's 4' dm P.1. Do. 
Swing over head 61' 
bctwcen ccntrcs hand 
,~prratcd. 

will bc brought into usc in 
the n c x  future. 

A< t!~:: r::'-.;wry li\t has not bccn On rccci:'! t~flati.:? in question + -3 
recciwd from the consignor COD conccmed was asked to p 

rhv inipcction ha1 nst  b x n  provide the lict of accessories 
completed and therefore the to carry out the checking and 
machine is lying unused. inspection of the machine. 

T h e  li3t was received on 19 
Oct. 62and after this the machine 
has been inspected and put 
into operation. 

Wtth Millwri~ht tccticm unrlcr I t  required installation for which 
in,pxtic~n--St~t put to use stores like cement, rand and 
f17. electric wire were arrangrd. 

The  mschitie was installed 
and is bcinq utilized fully. 

I .y in~  in st ~ c k  a- repa-rahle. This plant was received by COD, 
Xpra during 1955 in a service- 
able condition and had been 
issued to a unit in the ume 



Spark Plug Clemcr 

condition during April 1959. 
I t  is mot now held by the Depot. 
I t  is u d e n t o o d  that the plant 
which the DADS is referring, 
to U-3s transfcrrd by C O D  
D d h i  Cantt. to COD, Agra 
under Istur Voucher No. 4SD- 
WIII-xw7-NOM dated the 
9th November 1961. This 
plant had been returned t o  
COD, Delhi Cnnn by a Field 
Worksh1,p Squadron on 19th 
July- 1961. and a a l  transferred 
by that Depot to  C O D  Agra 
as thic i!em i~ on their (COD 
A m )  responsibility. It  ig still 
held by C O D  Agra ac a stock 
item for cwntual re-itsuc after 
repairs. The  question of the 
utilization by the Depot does , not aritc. . -J 

W 

. . . . Thin machine is not hcing used This  hsz issued in place of 
for want of blow gun, a n  'WS-0561 Spark Plug Cleaner 
i m p n a n t  eccecqorp of the and T e m r  230 VAC,' autho- 
machine. rised on the I'nit's WET. 

Thcrc is no part as "blow 
p n "  fitted in the machine. 
The unit being itr the process 
of rsising anti not been commit- 
ted to  its formation for the 
wrjrk. Afrcr thc mmpleticn 
of  raisin^ and cornmitrnc.nt of 
the unit to itc formation. the 
machine would he used. - -- - _I_._--. _ __  ___ ---.. .------ - 



13. The Committee were concerned to note that due attention wcrr 
nut paid to the utilisation or disposal of surplus w h i n e s  which had 
been lying idle since 1945. Thgr understand f r m  audit that even 
taking into consideration the nwchinres 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 &lay in the  disposal of surplus 
machines results in avoidable loss due to attendant risk of deteriora- 
tion of the marhines besides e m i t u r e  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 o j  
about Rs. 21 lakhs incurred on the care and custody of these muchinet 
appears to be on the high side. They suggest that the position may 
be e m i w d  to see whether this expenditure can be brought down. 

[S. No. 18, App. 11, 4th Report (3 L.S.) ] 

Government have since reviewed the policy regarding disposal of 
ourplus 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 196263 (3rd Lok Sabha) . 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 war 
not incwred 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.A.D.S. has seen. 
[M. of D. O.M. No. 11 (73 /62/D (Budget) doted 5-6-63) 1. 

14. The Committee had come across a similar case in the past 
where there had been delay of 12 years in decidinpabout the location 
of a depot and ammunition worth Rs. 45 lakhs had to 'be downgraded 
(paras 4 1-44 of the 35th Report of Public Accounts Committee 1960. 
61). They regret to note that this 4s another similar case where the 



authorities had taken more than 10 years to  decide abwt  the pennc 
nent location of the depot. The Committee also learnt from Audit 
that in 1959 some pre-fabricated sheds were available and thae  hud 
been earmarked for this depot. It is surprising thut even then no 
steps weze taken to provide at least some temporary covered c~lcom- 
mo&tion to meet the imnaediute requirements of the depot, ar th. 
provision of permanent crccomnodation u~ouZd, in any cme, have taken 
tome time. The Committee trust that the consttwtion of building 
for the Depot would now be expedited to  avoid any furthe ddetior~i 
tion of the ammunition. I 

[S. No. 20, App. II, 4th Report (3 L.S.)] 
m Amox TAKEN 

The projec: 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 uf 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. 
IM, of D OM. No. 11  ( 7 )  /62/D (Budget) dated 22-6-63.) 

15. The Committee b d  an occasion to comment on the utilisation 
of one o f  these manes in para 18 nf their 43rd Report (Second Lok 
Sabha) in which cme the t ~ t d t h  of the  toad in the depot urns inade- 
qtmte for its tue.  The fact that a number of these cranes an receipt 
wmained unutilised for several years would indicate that there urat 
lack of foresight and proper planning in the purchase o f  these heavy 
manes. The problems concomitant with the w e  of  ten-ton cranes 
should have been foreseen at the time of their purchase. The Com- 
mittee note that a12 the cranes have been issued to wo+k.thops/fomna- 
Zions. and hope that they wouM be fuUy utilised in future. 

The observations of  the Committee have been noted. 
2. D A D S ,  has seen. 

16. The Committee were informed by Audit that provision reviews 
conducted during 1958-60 dtsclosed even larger sutptwes as cvmpm- 
ed with the figures in earlier years. The reasons advanced by the 
Ministry fat hot reducing the denwhd for the item in question an, 
therefore, not very convincing. The Committee w t t e  infonned that 
the stock position of this item was being reviewed again as the toiw- 
k s s  sets of which thu item is a component were likely to wnzhw 



in service. They woxld like to be informed of the outcome of t h u  
review and the progress of zctilisation of the surpluses. 

[Serial No. 22, App. 11, 4th Report (3LS)l 

As a result of the review conducted in April-May, 1963 and revi- 
sion 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.O. No. 29 (6) /62!S03/D (0-1) dated 12-2-1964]. 

Recommends tion: 
17. (i) While the Committee share the nnxiet?] of the Ministry to 

dispose of the vacant lands and buildings only as a last resort after 
exploring all az:en.tics of iitilising them bp Defenre Organisationsl 
other Ministries etc. they cannot overlook the fact t h l  some of thrse 
buildiws were lying unutilised since 1947. It  is, therefore apparent 
that due attention had not been paid to the utilisation/disposal of 
these buildi?zgs res~~ltiizg in considerable expenditure on mnintr?we 
and watch and ward stag besides unnecessary looking of funds.  
Tire Committee desire that this matter should nouy recbeiz~e due at ten- 
tbn  and steps taken for uti!isation/disposal of surplw buildings 

( ii) * * * 
[S. No. 23 (I) App. 11, 43rd Report (3  LS) 1. 

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 
Ministry of Finance (Defence) and DADS. Similar notes in respect 
of projects mentioned in para 18 of the Audit Report Defence Scr- 
vices, 1962, will be submitted separately. A general note covcring 
the entire range of 'surplus lands and building.; will also be sub- 
mitted separately. 

[M. of D. O.M. No. 11 ( 7 )  /62/D (Budget) dated 23,-6-19633. 

Statement :h w!ng :iction I :  ken or prr~poscd to lw I r l l i c ~ ~  on x- 
cqmmendatims at S t ~ : n l  ?in 23 of the Publ ic  A c c o ~ v t  - C - . 3 ~ T f : r ~ c  
1962-63 csntaincci in !he Frurth Report (Thlrd Lo!< Snt~ha)  

The followinfi a rcm o f  requisitionc~ci/hirc~d land.; a t  No. 3 Sub- 
Depot, and C.M.H. were availahlc for disprrsal- 

There are no Defence Ministry assets on the above lands which are 



"awaiting disposal at prment. After the Defence Min:stry 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 Clctober 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 C.M.H. Accord- 
ingly, dc-requisitioning/dc-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 thc lands requirements were closely linked, 
has since been finaliscd. Firm requirements of land are now expect- 
ed to be finalised without much delay. 

Recommendation: 

17. (ii)Tht! Committee feel that the  expenditure incurred on the  
watch and ward is excessive. They were informed that the number 
of watchmen appointed wns accwding to the scale laid down by the 
Government. The Commit tee swggest that the prescribed scale 
should be carefully examined to see what economies are possible. 

[S. No. 23 (11) of Appendix IT, 4th Report (3rd L.S.)]. 

I t  may bc sta!cd that nr) scales of watch and ward staff have bwn 
laid down. Only chowkidars are  employed for this purpose. The 
number employed depends on Jhe merits of each case. such as the 
number of buildings, the extent and compactness of the area to be 
looked-after, the Incation of the  camp, etc., and is decided by the local 
executive authorities, It !s not possible to prescribe the scales as 
the requirements will have to be judged by the executive authorities 
on the spot. 

2. However, instructions h a w  been tssued to Chief Engineem 
stressing the necnsity for periodical review of the strength of the 
chowkidnrs employed on care of vacant lands/buildings awaiting dis- 
posal with a view to achieving the greatest economy possible in this 
respect. 

3.  Direct.or of Audit, Defence Services, has seen. 

18. ( i )  The Colnmttee feel that any additions or alterat~was t u  the 
Jist of civil tr$e items which the Directck General, Orciwrtce Fac- 
tories, is nuthorked to manufacttcte for stock purpose, should have 
prim npptorml  of Government. 



(ii) The Committee would like to reiterate the recommendatiorua 
made in ra 50 of their Forty-third Report (Second Lok Sabha) that 
( i )  the &erne production should not in any way wfer  because of 
the civil trade orders; and (ii) the costing of articles produced fw 
civil trade sltould be done. strictly in accordance with sound corn- 
m e d a l  principles. They suggest that before taking up production 
of civil t ~ a d e  i t e m  a proper survey of the prices and mcrtketabilily 
should also invariably bq made. 

[S. No. 29 Appendix 11, to Fourth Report (3rd L.S.)]. 

(i) This is being done. 

(ii) Civil trade activities in the Ordnance Factories ere 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 i n t e r h e  in any 
manner with production for the Services. Production against civil 
trade orders, for which commitments have already been made by the 
factories, is suspended on receipt of Services order ro qs not to affect 
prioritv requirements of the Services. This situation has rrisen 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 cnm- 
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.O.F. 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 a h  being followed. 

3. D.A.D.S. has seen. 
[M. of D. O.M. No. 11 (7) /62/D(Budget) dated 84641. 

19. The Committee note with regret the failure bn the part of the 
c'lrdnunce Depot to ncspend the order in 1957, even when they were 



fnfowned about the surplus holdings as revealed by  the provision re=- 
view. Th.e Committee suggest that the question m y  be properly 
invetttigated, responsibility ed and remedial measures taken to 
avoid a recurrence. The p ommittee would like to know tho total 
expenditure rendered infructuous as ako the value of componmta 
utdised elsewhere. 

[S .  No. 33 of Appendix 11, 4th Report (3rd L.S.) 1. 

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. O.M. No. 11 ( 7 )  : 6 2 / D ( B u d g e : )  dated 3-7-63]. 

20. The case referred to  in para 34 of the Report u indicutiue oj 
lack of proper planning. Before yrocunng the stores the capactty 
of ;he Naval Doc?i!/n+d for ,special refit u-mk should have h e m  taken 
7n:o c.onfildera!i~m. The Committee hope that these stores would be 
fully utalised in the nexr 2 to 3 years. 

[S No 37 of Appendls 11. 4th Report (3rd L.S.',]. 

The observations o f  the Committee have been communicated to 
the authorities concerned for their i n f m a t i o n  and guidance and 
t h t y  h a w  noted them. 

D.A.D.S. has seen. 
[M. of D.O.M. No. 11 ( 7 )  /62; D (Budget) duted 28-2-1963], 

21. The Committee deprecate the inordinatedeley o wet ten yews 
in the revision of Regulations fw the Indian Navy, w 1 ich hoJ result- 
ed tn the sanction of the stad for this purpose being aamdtd from 
time to time. The Committee hope thcrt this work w w M  noto be 
completed without further dehy.  

[S. No. 38 of Appendix II, 4th Report (3rd L.S.)]. 

The observations of the D.A.C. have been noted. Sanction for 
the staff was not extended beyond the 31st December, 1963. Every 
effort is being made to complete the work expeditiously. 

2. D.A.D.S. has seen. 



Recommendation 

22. The Co~nnzittee regret that large discrepancic's ninountiqg to 
lakhs o f  rupees in the accounts of aircraft spares hnzw remained un- 
reconciTed for the last 13 years. The situation had wc~rmnted imme- 
diate effectire action after the discrepancies were detected. The 
Committee are unable to understand zuhp thc representatives of 
Hindustan Aircraft Ltd. which is n Government agcncy, were not 
fully associated wi th  the  court of ~ n q u i r g  appointed by the Air Head- 
quarters in 1956. Such a jotjtt enquirg would h a m  been helpful in 
settling the  discrepancies. The Committee suggest tlrnt the  whole 
matter (including the  displ~te over the  pricing of stores supplied t o  
Hindustan Aircraft (Ltd.) should he brought to  an earl!! settlement, 
and theg should be informed of  the  results in due course. 

[S. No. 39 of Appendis 11, 4th Rcport (3rd L S ) ] .  

ACTION TAKEN 
The question of referring the case for decision by arbitration or 

otherwise is under active ccmsidcration 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 acmunting 
procedure of Air Force equipment were issued in 1959. 

3. In January, 1960. Government established an 1.A.F Storage 
Depot at Hindustan Aircraft Limited which will take o t w  all t h e  
I.A.F. stores at  present in the custody of H.A.L.; scvrrnl itcms com- 
prising such stores have already been taken over by the Dmot. 

4. Director of Audit, Defence Services has seen. 
[ M .  of D. O.M. h'o. 11 (7) 162/D (Budgct)  d a : ~ d  16-5-6.71. 

Recommendation: 
23. The Committee consider that irregulnr~ties r t2  t h ~ s  rase crpear 

to  be serious. Thetr would like to k m c ?  the  f i n d  outcome o f  the 
investigations and the action taken against the person. cnnrerned. 

[S. No. 43 of Appendix 11, 4th Rcport (3rd L S ) ] .  

On examination of the findjncs of the Court of Tnqrliry, i t  was 
revealed that the Court had not called one important wi+nrc\ u.11 i ~ r d  
evidence was material for reaching a satisfactov concl~~sion Ins!r~lc- 
tions are being issued that a Court o f  Inquiry may br assembled 
again to record the evidence nf the individual conccrnccl :bnd lnakc :I 
fresh assessment in this case A report will be submit ' c ~ d  10 thr* 
PAC when the case is finnlised. 

[M. of D O.M. 1 1  (7) 162 ( R u d g ~ t )  d n t d  l I-.1-(i3 1 
Recommendation: 

24. The Committee desire that vigrrrnr~s effmts shodd I V  -1clrlc 
to filurlise the old cases of losses and result intimated to them 111 t l r p  
course. 
[S. No. 43, Appendix I1 of Fourth Report (Third Lok Sabha), 1962.631 



Recommendations of the Public Accounts Committee have been 
noted for necessary action. 

2. It may he 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 bcen finalised upto 30th April 1963. Remaining cases are 
undcr active consideration in consultation with all concerned. 

3. With n view to early clc~rance of old outstanding cases of 
losscs it has hecn decided to set up an ad hoc Committee at  Gov- 
ernmcnt lcvcl to examine and finalise all pending cases of losses U ~ V I  
end of 31st March, 1961. Government orders constituting the ad-hoc 
committee are under issue. 

1 Tn~;'ruc.:i,~n\ ll:.vc I,ct5n l.,,ucd i)?; . i~in; ~ I c ~ u ~ u  ~ r t e r c  t r 3  L o w r  
Formations from time to time strcssing the necessity for prompt in- 
vcstigatir~n and finalisation of case of irregularities. This aspect has 
again bccn brought out in E-in-C's letter No. 43344/EZA, dated 29th 
June, 1962. 

5. DADS has .seen. 
[M. of D. O.M. KO. 11 (7)  16210 (Bdget ) ,  dated 12th h'ouembw, 19633 

Recommends tion: 
25. The Corrlnrittee stcggest that the reasons fw delay in resale of 

gop~ds in these  cases shou ld  be imestigated and necessary instnu- 
t i o ru  isstied to ennrre that resale of goods aftm defarrlt of the initial 
bidders is  erpedited. 

[S. No. 44 of Appendix 11, 4th Report (3rd Lok Sabha)] 

hCT10?i TAKEN 

The wawns for the dt.lny in rcnuction have already been investi- 
gntcd beforc according smction for the write off of the lasscs. 

As rqytrds instructions for the prompt resale of gods after de- 
f a d !  ity ~nltial bldders, detailed ~nstruct ims were :ssued on 1st h 
August, 1958, st~pulatmg that the interval butwcen the date ot expiry 
of the deliverv period and the date of re-auction should not exceed 10 
wccks and tha t  thc  rmale should be effected, ,as far as p s s ~ b l e .  In 
t ! ~ *  rnrn!rnurn tlmc Thesib mstructlons have h e n  re;tcratcd t o  sli 
rtmctmcd on 5th November, 1962 In view of t h i s  . such tirlsy.; nre 
not lrkcly t o  arlsc in future. 

DAIX has sccn. 
[M. of I). O.M. No. Il(?)/CI%/D (Budget), dated l t f h  Ayil, 19631 

Kccornmendation: 



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. 

(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 Accoimt of India. 

2. The tentative view of the Defence Ministry was that the second 
alternative would be acceptable. The budgetary aspects of the sc- 
cond alternative are under examination of this Ministry in consults- 
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. O.M. No. 11 (7) 162 10 (Budget), dated 23rd Match, 19631 

Becommendation: 
27. The Committee wwld like to know the final decision taken in 

regard to the future set up of the Soldier$, SaiEots' and Airmen's 
Board, which may be expedited. 

So far only three State G w m e n t s ,  namely Rajasthan, Assam 
and West Bengal and me Local Administration, namely Hirnachal 
Pradesh have agreed to make the Boards permanent departments of 
Government and, among them, the Government of Assam and the 
Himachal Radesh Administration have issued the necessary orders. 
RepUes from the m i n i n g  State Governments and Administrations 
are still awaited . a 

Director of h d j t ,  Defence Senices has seen. 
[M. of D. O.M. No. 11(7)/62/D (Budget), dated ~ ~ t h  April, 19631. 



ELEVENTH REPORT (Third Lok Sabha) 
C &ecommendation: 

28. The Committee feel that on the basis of the revised scale w 
"'A' vehicles given by the Director of EZectrieal and Mechanical k n- 
.@mering and the Directm of Ordnance Service& own experience 
*about the utilisation of 'B' vehicles spares, it should huve been possr- 
bte in this case to furnish a list of doubtful items to the firm at the 
time of signing the cmtrcrct. Such an action could have largely avoid- 

-ed gross wer-provisioning (45 per oent of the value i.e., $5,73,000) 
that actuallg occured in this case. 

[S. No. 12 of the 11th Report (3rd Lok Sabha). Appendix IU 
. . 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 pad 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. Ruther-  
more, as pointed out by the Director of Electrical 6 Mechanical 
Engineering in his evidence before the Special Committee, it would 
not have been correct for the Director of Ordnance S q ~ c e s  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 =sessing'the total requirementr 
.of a part. 

In view of all these considerations, it would not have been p i -  
ble for the Director of Ordnance Services to have prepared a list o! 
doubtful 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- 
pnous  sources of procurement were being tapped. A list of such 
items was duly furnished to the India Supply Mission. Washington. 

The DADS has seen. 
[nz. of D. U.O. No. 29(7) 56WD (OI), dated 9th klatch, 19641. 

29. The Commiteee feel gravely concerned at the lack of technical 
info+tn&ian with the Mastet General of Ordnance Organisation in 
not establishing the inter-Changeability of ' R z e p p  Joints' and 



'Bendix Joints'. The Committee hope that this failure would be 
suitably tnkeiz notice of and necessary action taken to strengthen 
the arrangements for such technical information. as suggested by the 
Special Committee. The Committee are glad to be illformed by 
Audit that the Ministry have issued instructions that prior concur- 
rence of tGe indentor should be obtained before supply of 'in lieu' 
items. 

[S. No. 15 of Appendix 111, of 11th Report (3rd L.S.)]. 

I t  will be recalled that while dealing with the acceptance of 
T.zeppa 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 
were substitutable by Rzeppa Joints of which they had a 
stock. 

2. In regard to (a), the Committee felt that considering the p;ist 
difficulties in securing these (MT) spares, the provision for  sipply- 
ing interchangeable parts in lieu appeared to be reasonable. I n  :he 
note containing Government's comments on the recornmcnd:i~~ons/ 
observations made in the Report under reference, it had been st:it~d 
that it had been decided to ask the Ministry of WH&S to d ~ l c  te t h e  
relevant provision in the contracts in future nnd make it o+l:catary 
on the part of the suppliers to obtain the indentors prior approval 
before supplyil- : 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 supolier 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 supersedin part is R ofher-wise capable of fitment on the relevant equipment wit out an)' 
modifications or change of attiaching parts/fixtures. The observance 
of these instructians 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 t o  the collection of such technical informa- 
tion should be strengthened. The position in this regard is that rcs- 
ponsibility for establishing issues in lieu is primarily that of t h e  
Ordnance Depots and Technical Development Cells attached to 111c 
D e w .  Due to the very large and fast influx of items durin 
last wat, establishment cf commonalities by the authorities ho ? ding the 
sealed particulars could not be attended to  fully but thc wt>rk has 



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 Comrnittce'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 
irtcms as possiblc which could be issued in lieu of other items and 
could be made available to meet the demands. The instructions 
cover the problem from all possible angles. It has been r ep r t ed  to 
this Ministry that during the period of 2 years ending 3153 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)/6O/D Budget, dated 2 9 t h - ~ & ,  

Rccommenda tion: 
30. The Committee consider it unfortunate that the suggestion to 

obtain P T ~ C P S  through the lndia Supply Mission, Washing:on m d e  
earlir~r b~~ both the Financial Advisers, Defence Services and Minis- 
try of Works,  Housing and Supply  was not implemented. 

[S. No. 19, Appendix 111, 11th Report (Part  I )  1962-63, Third 
Lok Sabha] 

UTc furnish p r ~ c t ~  :he ISM would have invlted tenders, the rcs- 
ponscb to which, according to  past exprlcnce, had been poor. It 
had not been possible for them previously to get quots:wns for a 
large number of items and consequently indents had mmained 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. 
[V.O. No. %9(1+/63-D(0-v), dated 18th September, 19631. 

Recommendation: 

31. The Committee are not convinced of the validity of the argu- 
ments advanced for the non-acceptarwe of the proposal of 
the Depot atcthonties in 1950. The fact that in  1961 prc- 
fabricated shedding puld be actually constnccted at a cost of Rs. 5.6 
lakhs only fw 60 per cent of  the holdings of the d w t ,  reinforces the 
observation of the Contmittee of 1960-61 that the non-acceptance of tile 
proposal in 1950 was a grave error. The Committee are also sur- 
prised how the total cost of the project (providing Nissen huts) 
wcw estimated at Rs. 34 lakhs hv the Board in September 1951 as 



win& the orighi'z estimate of Rs. 6.85 Zakhs fot providing Nisbtr, 
.huts. This cleartp exhibits a krck of ptopet scrutiny, rulmvisfon 
..and judgment on the p r t  oj the authorities m e r n e d .  

IS. No. 21 of Appendix 111, 11th %port (3rd Lok Sabha)] 

The observations of the Committee have been noted. However, 
.in regard to the difference in estimated costs of the project, it may 
be clarified that the original estimate of Rs. 6.85 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. 3.18 
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) /60/0 (Budget), dated 31st August 19631 

32. The latest position regarding the review of pension teguia- 
-tions and the measures &ken to remove delay in pension paytnentr 
may be furnished to the ccnnmittee. 

[S. No. 28, Appendix to eleventh report (196263), Part 1111 

ACTION TAKEN 

Latest position regarding the review of Pension Regukations 

The general review of Pension Regulations for the Defence Ser- 
vices that had been in progress, with the aim of making the Regula- 
tions upto date, wasr 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 
statutory regulations made under the Navy Act, 1957. To suit legal 
forms and requirements, the phraseology of the Regulations has been 
under examination in condltation with the Ministry of Law. The 
Navy (Pensions) Regulations, 1963, are expected to be published 
shortly. 

Apart fram the work of re-editing, all orders of a permanent 
.nature issued upto the 31st August I%%, have been incorporated in 
#e revised Pension Regulations. This has facilitated ease of re- 
ference and appbcatim of rules in individual cases by various au- 
thorities, thereby acclerating speed of disposal of pension cases. 



Latest position regarding the pr osed measures ntentmted an 2'. para 3 under CU/WL 5 against No. 28 of Appendtx to the 
Ekvmth Repart of PAC. (1962-63) - - - . -Part .---.- I I I .  - ---- - - - 

Proposed measures mentioned in 
pato 8 ibid. --.- 

S(b) It has been decided to revise 
the existing rules relating to sub- 
mission of claims to retiring/ 
service pension or gratuity, and 
disability pension in cases d T.B. 
patients, so as to permit the pen- 
sionary awards being sanctioned 
by the competent authority upto 
two months before the date :rom 
which the sanction is to :ake 
effect. (This applies to person- 
nel below officer rank). 

a((.) Proposal for delegating prlwers 
of decision lo lower authorities 
in respect of certain types 2f pen- 
sion cases are under consider,.*- 
tion. 

S(d)  With a view to minimising t h ~  
delays which occur in tho ?;ci.!'i- 
cation, through the local civil 
authorities, of particulars of 
claimants to family pension, a 
proposal to utilise the scrvires of 
members of the Army Riaui!:ng 
Organisation for the purp,,sr is 
under consideration. 

---. - -- 
The proposal to empower sanctio~~- 

mg authorities to issue sanciionu 
to pensions two months before 
the d a k  irom which the orders 
are to take effect, has been ac- 
cepted and the decision in i h S  
regard incorporated in the revij- 
cd Pension Regulations (This dc- 
cision applies to all 05cers and 
personnel of the Defence Ser- 
vies). 

The proposals for delegation ol 
powers on various matters to the 
Chiefs of StaPT and to other cutho- 
rlties have been hiilised and 
orders issued i n  this respect on 
the 4th July  1960. 

The work relating to ~nvesbgatio:, 
and verification of family pension 
claims in respect of JCOs/ORs/ 
NCs ( El, and correspondmg ranks 
of the Navy and Air Force, was 
transferred hwn D.S.S.&A. 
Boards to the Recruiting 0rgar.l- 
sation with effect from the 1st 
April. 1960. However. on accoun! 
of the heavy recruitment pro- 
gramme during present Emerqen- 
cy the R~crui:ing Organisation 
f.)und ii difTlcult to cope up 
with the work relating to investi- 
patinn 01 family pension rlaims 
Thtt work has. therefort., been 
:ransftw-ed back to :he D.S.S ,G 
.4. Boards R E  3 wmporvy measure 
for the durarion of the present 
Emcrgent.~ from Yovembrr. 1982 

 ar art from thc above a number of 
proposnls a i m 4  at further - p ~ d -  

rM. of D. U.O. No. F. 26(1)/63/D (Penn'twls~Sen*ice~I. dated 31st 
Atrgcst. 19631 




