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C O R R I G E N D A  
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Cover Page, line 7, after 'Report' add ', 1957'. 
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Page ( i i ) ,  line 4, jw 'Ministry' read Winistried. 
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line 28, for '28.7' read '2871'. 
Page 1, line 9 from bottom, for 'saving' read 'savings'. 
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Page 3, line 1, for 'Appropriation' read 'Appropriatiorul'. 
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Page 16, para 25, line 1, for 'Head' read 'Reads'. 
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Page 22, footnote, line 8, for 'it' read 'its' 
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Page 25, para 47, line 2, for 'n' read 'in'. 
Page 29, para 54, line 17, for 'aue' read 'due'. 
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line 19, for 'timer' read 'timkr'. 
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Page 63, line 7, f m  '1955' read '1953'. 
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Page 89, para 187, line 7, for 'cerim' read 'cerium'. 
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Page 108, line 6 from bottom, for 'suggest' read 'suggested'. 
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Page 211, line 15 from bottom. for traccaines' read 'vaccines'. 
Page 212, line 2, for 'Officers' read 'Officer'. 
Page 213, line 14, from bottom, for 'outstanding' read ' o u t s t a n ~ s ' .  
Page 215, fur 'Shri N. Govinda Reddy' read 'Shri M. G~vin& Reddy'. 
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Page 250, S. No. 185 4. 3. Une 8, for 'Trazwort' ruad 'C-ba- 
tions & Civil Aviation'. 
S. No. 109, col. 3, for 'Do.' read 'Ministry of -sport and 
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I N T R O D U C T I O N  

I, the Chairman of the Public Accounts Committee having been 
authorized by the Committee to present the Report on their behalt, 
present this Eighteenth Report on the Appropriation Accounts 
(including Proforma Commercial Accounts) (Ciwl), 1955-56 and 
Audit Report, 1957. 

2. Thee Appropriation Accounts (including Proforma CQm- 
mercial Accounts) and Audit Report thereon were laid on the Table 
of the-lok Sabha on the 22nd Apd,  1958. I 

The Committee examined these Accounts and Aadit R e p  
thereon during their sittings held in January, and February, 1959. 

3. The Committee appointed two Working Groups to consider 
the Notes/Memoranda furnished by the various Ministries pursuant 
to action taken by them on the outstanding recommendations of the 
Committee made in their Fifteenth, Sixteenth, Twentythird R e p  
(First Lok Sabha), Seventh and Eighth Reports (Second Lok Sabha) 
and their observations as adopted by the Committee have been 
embodied at appropriate places in the body of this Report. 

4. Successsive Public Accounts Committees have been commenting 
tor the last 3-4 years that the standard of budgeting in respect o)! 
Grants (Civil) had recorded no improvement. A lmge number of 
excesses, savings, injudicious surrenders and non-utilisation of fun& 
?brained from Parliament by means of Supplementary Grants contil 
nue to persist. 

The year under report though being the last year of the First Five 
Year Plan does not show any better results as would be evMenced by 
the savings disclosed in 124 out of 132 grants amounting to Rs. 209 
crores or 28.7% of the total grants of Rs. 727 crores. There w m  
wen cases in which Supplementary grants aggregating Rs. 11-96 

, mres obtained during the course of the year proved eventually to be 
mnecessary . 

The Committee, therefore, observe that there is a lmge scope for 
improvement in budgetary standards. In their 8th Report (Second 
' o k  Sabha) the Committee suggested a number of nuizsures to 
mprove the technique of budgetary control. The Committee note 
&at  as a result thereof, the Ministry of Finance have since tssrrCd b 
fructions vide their Office Memorandum dated 18th August, 1958 
(Appendix 11, Volume I l ) ,  which they trust, will go a Iong wvry irr 
improving the budgctmy standards in future ycars. 



5. Ihring examination of these Accounts, the Committee - 
across instances where funds that had been placed at the db 
the State Governments by the Centre, bad not been utilircd &! 
order to obviate such a situation occurring in future, the Committecc 
suggest that in future the States might be given 15 to 25% of their 
total requirement of fun& as revolving credit. They should submit 
accounts as also the progress reports to the Central Government hnd 
ask for recoupment of funds. This the Committee feel, will facilitate 
more expeditious execution of works and better progress of the sche- 
mes. 

6. As usual, a brief record of the proceedings of each sitting of 
the Committee has been maintained and forms part of this Report. 

7. The Committee considered and approved this Report at their 
Sitting held on the 24th April, 1959. 

8. A statement showing the summary of the main conclusionsl 
recommendations of the Committee has been appended to this Report 
(Appendix I). For convenience of reference, these have been printed 
in italics in the body of the Report. 

9. The Committee place on record their appreciation of the great 
assistance rendered to them in their examination of these Accounts 
by the Comptroller and Auditor General of India. 

NEW DELHI; N. G. RANOA, 
The 24th April, 1959. Chairman, 
YCZWAU 4 . i 8 ~ ~ f ~ a k o ) .  Public Accounts Committee. 



FINANCIAL RESULTS OF THE GOVERNMENT OF INDIA 
(CIVIL GRANTS), 1955156. 

During the year 1955-56, the Voted Grants for Civil expenditum 
ntood at Rs. 726.81 crores (original Rs. 691.72 crores and suppla 
mentary Rs. 35 -09 crores) and appropriation for charged expenditure 
stood at Rs. 2698.70 crores (original Rs. 2697.68 crores and supple 
mxtary Rs. 1.02 crores). The total expenditure against these granb 
and appropriations was Rs. 518.15 crores and Rs. 2382.52 crores 
respectively. Out of this expenditure, Rs. 392.58 crores were on 
Revenue Account, Rs. 210.67 crores on Capital Account and 
Rs. 2297.42 crores on disbursement of Loans and Advances. Them 
was thus a saving of Rs. 524.84 crores over final grants and appropria- 
tions (Voted Grants Rs. 208.66 crores and Charged Appropriations 
Rs. 3 16.1 8 crores). 

2. Such savings have become a regular feature and despite repeated 
observations of the Public Accounts Committee in their Reports, and 
assurances given by the Ministries, the position has not shown mu& 
improvement. The year under review was the lari year o f  the First 
Five Year Plan, and with the momentum gathered during the earlier 
years of the Plan, it was but reasonable to expect better performance 
during that year. The position was, however, no better inasmuch 
as the accounts disclosed savings in 124 out o f  132 grants amounting 
to about Rs. 209 crores or 28 7 1 % of  the total final grant o f  Rs. 727 
crores. T \ .$(--q 

3. The statement below showing the variations be-meen the final 
grant and actual expenditure and the percentage of savings under 
Capital Heads of accounts will bear this out: -- L 

CENTRAL CIVIL 1953-53 1953-54 1954-55 1955-36 

In mrea of rupee8 
Final Grant . 329 '73 369.65 44S.23 358.01 

Savings 99-21 131.80 1 Q ~ 8 9  147' 39 

Percentage of Saving. 30 08 49 If 41'50 41.12 --- 
4. The percentige of savings and excesses as compared with the 

original and final grants or appropriations as modified by Supple- 
mentary Grants or Appropriations were as follows: 



(11 Revenue 



Excesees over Voted Grants/Chsuged Approprhtkn 

6. Despite the large savings over the total final grants as stated in 
aras 3 and 4 above, the actual expenditure dm& the year e x d a d  

toted Grants/Appropriations in 16 C-8 Voted Grants and 8 
Charged Appropriations. The Committee have already examined 
the reasons for the excesses with reference to the facts of each case 
and after examining the representatives of the Ministries concerned 
have submitted a separate Report viz., Tenth Report (Second Lok 
Sobha), recommending the regularisation of those excesses in accord- 
ance with the provisions of Article 1 1  5 of the Constitution. 



BUDGETING AND CONTROL OVER EXPENDITURE 
7. In the year under report, gross savings totalling Rs. 209.64 

a r e s  occurred in 124 out of 132 Grants as against 126 out of 135 
Grants in the preceding year. the percentage of savings ranging f r o r  
4 to 100 per cent. Ten Grants alone were responsible for aboat 
77% of the total savings of Rs. 209.64 crores. A general financ1.d 
review of the past two years shows that the savings in the following 
grants savings have been persisting, which is indicative of Iqxity of 
control over expenditure: - -- -.. 

Grant 1953-54 1954-'5 1955-50 

(In lakhs of rupees) 
O t l ~ e r  Capital Ontlay of the Ministry of Finance . 224.~4 1240.06 1703.69 

0:her;Capital Outlay of the Ministry of Food and Agri- 
culture . . 906.25 738.18 3323.33 

Capital ZOutlay of t h e  Minibtry of Production 179.22 865.27 362. 5 2  

t.apital O~ t l ay  df tile Ministry \> f  Commerce and In- 
d u s t ~ l  2 68 1525 70 778 -28  
1 1  

L3ms a d  Aivances by :he Ccltral Ci )vernment 644.12 1243.12 1586.47 
CU bapital,Ourlay on building.. 354'30 634.22 464.31 
-- - 

8. Similarly, there were savings of Rs. 316.26 crores in 21 out 
of 3 1 Charged Appropriations. The Appropriation "Repayment of 
Debt" accounted for Rs. 268.12 crores and "Loans and Advances by 
the Central Government" for Rs. 42.42 crores. These two grants 
were responsible for large saving\ in previous years also. 

9. Supplementary Grants to the extent of Rs. 35.09 crores were 
obtained during the year, which worked out to 5.1 per cent of the 
original voted grants as against 42.14 per cent in 1954-55. Out of 
the total g a s  savings of Rs. 209.64 crores in the Voted Grantd, 
a surrender of Rs. ,180.67 crores was accepted by the Ministry of 
Finance. The latter included a sum of Rs. 3.56 lakhs surrendered 
from grants which resulted in excess. There were seven cases in 
which the Supplementary Grants aggregating Rs. 11.96 crores 
obtained during the course of the year proved to be eventually 
unnecessary. 



The Committee also n o t i d  that in the following three cases, the 
bulk of the Supplementary GrantslAppropriations remained unutilis- 
ed: 

:S. No. Grant Amount of Amount of 
Supplementarp G m t  S a v i m  

I.  ~Av ia i ior  (Charged) 8,000 f&aKJ 
2. 55-Privy Purses and Allowances of 

Indian Rulers (Charged) I,~I,MX) 94,799 
3. 82-Exploration of Oil a ~ d  

Natural Gas (Voted) 41576,m 41,00,811 

There were also several cases of re-appropriation and modifica- 
tions under individual subheads which proved excessive or unoects- 
sary. 

There were cases too, in which surrenders were made in excess 
of total savings in Voted Grants/Charged Appropriations. In five 
cases funds were surrendered although there was excess over the final 
grant/appropriation. 

As already explained in para 6 above, there were 8 cases of 
excesses over voted grants involving a total excess of Rs. 98.79 lakhs; 
whereas in the Charged section, the number was al-w 8 and the total 
amount involved was RF. 7.36 I&. 

1 1. The facts giveti d o v e  indicate beyond doubt that there u 
large scope for improwmc~~rt in budgetary standard. Although the 
amount of Supplementary (,runts taken during the pew under report 
was less compared to that of the previous year, the saving over thd 
final Grants in both the yeurs ~ ~ o s  almost the same (Savings occw 
red in 124 out of 132 G m n t . ~ ) .  It is rhus obvious that the b r i g i d  
estimates for the year under rpport were very mucA in excess of tha 
actual needs. From rhc twitlence gir-cn by the representatives of the 
diflerent Ministries, the Commirtee gdwred the impression that in 
making provision for many of rlre sc~rcrncs during this year Ministries 
were guided more by the rtnspcnt arrromt of allotment for a sclrmw 
under the Plan than their capacity to spend the amounts. The 
unrealistic estimates so framed will not ortly give a disiorted pichut 
but mislead the framing of financial policies. The Committee have 
commented on this aspect e.rhatrstively in their Eighth Report (Sccond 
Lok Sabha) and hove suggested a number of mcosutm to h p m  
the technique of estimuting d finoncia1 control. As a result theraof 
the Ministry of Finance (Department of Expenditure) have issuad 
~nstructions in their Office Memorandum No. F. 9 (5 )  -E(Caord) /S8 



dated the 18th August, 1958 (Appendix 11, Volume II) which, the 
Committee were assured, will go a long way in achieving the urpose 
in view. The Committee would like to watch the result o 7 these 
instructions in the budget estimates of the coming years. 1959-60 
b the fourth year of the Second Plan. It is necessary to ensure that 
a similar situation does not develop in regard to the Second Plan also. 
The Committee would, therefore, urge upon the Ministry of  Finance 
In particular to keep a watch and take appropriate action in time. 

Matching Grants to States 

12. O n  the subject of matching Grants to the States, the Public 
Accounts Committee ( 1957-58) in para 18 of their Eighth Report 
observed that in or&r to pinpoint the re\pon\tb~lity on the States 
for the efficient and economic execution of the Schemes in their 
~phere for which they were granted subsidy in the form of matching 
grants by the Centre, in the first year, the Central grants towards 
these schemes should be placed at the disposal of the State Govern- 
ments in advance at the commencement of the financial year with 
the condition that they should be utiliscd only on those schemes 
accepted for assistance. In subsequent years, the grants to be made 
should be regulated with reference to the State's performance in the 
previous year in fulfilling its own part of the programme as contem- 
plated while making the grant. The Committee are glad to note 
that the Ministry of Finance hmse in consulration with the Planning 
Commission issued necessary instructions (Appendix 111, Volume 11) 
tirai for the remaining period of the Plan schemes formulated by the 
Centre should not ordinarily involve provision of  matching grants 
from State revenues. This decision will not affect specific schemes 
in the Plan for which the Plan itself provided that part of  the resources 
would be found by the States and only a part contributed by the, 
Centre. 

The Committee also learn t ha  since May, 1958, a fixed portion 
of the Central assisfance to the State Governments for Plan Schemes 
included in the Budget is being released every month us interest-free 
ways and means advances, which will be adjusted towards the close 
oj the year against the amounts of  loans and grants to which the State 
Governments might be entitled on the latest available figures o f  actuals 
urd likely expenditure in the last quarter of  the year. 

The Committee would like to watch the working of  the new pro- 
cedure devised by the Ministry through future Audit Reports on 
A ccounts (Civil) . 

13. The Committee will now refer to some of the specific cas4s 
d over-budgeting and laxity of control over expenditure as dkloaed 
m Ibe Audit Report under examination. 



(a) MINISTRY OF EXTERNAL AFFAIRS 

Appropriation Accounts (Cfvn), 1955-56, V d  %Tribal Arclu, 
Grant No. 21, Page 1, Note 1. 

Out of the final saving of Rs. 74,28,919 a sum of only 
Rs. 49,45,000 was surrendered. 

Explaining the reasons for the large saving under the grant even 
after surrender, the representative of the Ministry informed the Com- 
mittee in evidence that the Defence Ministry did not pass on, within 
the financial year, the debit against the Ministry of External Mah 
in respect of work done by them in the Tribal Areas. Non-adjustment 
of this expenditure in the accounts of that year accounted for the sav- 
ing. It was added that the Defence Ministry had since issued strict 
orders to avoid such lapses and similar situations would not recur. 

The surrender of Rs. 49,45,000 was explained as being due to nm- 
implementation of the works programme, non-materialisation of 
economic development schemes, non-utilisation of full provision for 
air dropping operations and difficulty in obtaining the personnel. 

External Affairs, Grant No. 22, Pdge 27, Note 1. 
The original grant of Rs. 6,77,45,000 was increased to 

Rs. 7,2 1,53.000 by supplementary grants of Rs. 20,60,000 and 
Rs. 23,48,000 voted by Parliament in September and December, 1955, 
respectively. Out of the final saving of Rs. 23,36,135, a sum of 
Rs. 18,500 only was surrendered. 

(b) MMISTRY OF FOOD & AGRICULTURE 
DEPARTMENT OF AGRICULTURE 

Appropriation Acconsts (Civil), 1955-56, Vol. VIE-ForcB, Grrmd No. 
42, Page 10- 

The Committee noticed that out of a total provisiun of nearly 
Rs. 96 lakhs, there had been savings of more than Rs. 22 lakhs while 
only about Rs. 5.77 lakhs had been surrendered. 

It was explained to the Committee that the savings were due to 
non-receipt of stores under the T.C.A. programme. The Comnjttw, 
however, notice from sub-heads C. 2-Grants for National Parks d 
C. 3--Grants to State Governments under this Gram that apart from 
non-receipt of the equipments for stores, prowsion had been mude for 
sch~mes which were not quitc mature. They, therefore, stress the wed 
for providing funds for those schemes only which ruc quite mature and 
ready for execution during the budget year. 
Cases of escessive pro\irinns, ( i )  Page 64, G ran~  NO. 44 ( i i )  Page 94. 

Grant No. 121 ( i i i )  Page 96, Grant No. 122 cuzd ( iv )  Page 106, 
Grant No. 123.  

The Committee noticad savings ranging from 40 per cent to 74 
par cent of the tad provision under these grants. In somc c a m  axoear 
g W O V b h 8  detucted much early in the year were also not s u r f d m d  



In evidence, it was stated that there had been s u m n b  cxceading 
a m r e  of rupees under the Grow More Food Schemes because tha 
States did not request for the reimbursement of the amounts spent out 
of food bonus earned by them. Further, equipments were not received 
in time. . . 

The Committee were not convinced by the Ministry's exphnation, 
It is dificult to understand why the State Governments did not present 
their claims for reimbursement. The Committee feel that the Ministry 
at the Centre have also a responsibility to see that the reimbursements. 
for which provision has been made are disbursed within the financiaC 
ye'=. 

(c) MINISTRY OF HOME AFFAIRS 
Appropriation Accounts (Civil), 1955-56, Volume I .  

Defective Budgeting--Savings over Voted Grants and Charged 
Appropriations 

The Committee noticed large savings in Grant Nos. 53, 54, 56, 58 
and 125; the percentage of savings ranged from 24 to 49. The 
Ministry, however, surrendered comparatively smaller amounts at the 
close of the financial year. 

It was explained to the Committee that provision under Grant 
No. 53-Police had been made for grant of financial assistance to the 
State Governments of Rajasthan and U.P. but due to delay in the issue 
of final orders the amounts could not be paid to them during the finan- 
cial year. The Commirtee deplore such delays in the issue of  orders, 
for these often result in non-implementation of  various schemes in time. 
They stress the need for speedy action in such matters in future. 

In the case of Grant No. 125--Capital Outlay of the Ministry of 
Home Mairs, it was explained to the Committee that as in the case of 
other States, the Union Territories did not achieve their targets of deve- 
lopmental programmes owing to lack of requisite machinery and 
technical know-how. Other procedural defects were being remedied 
by delegating powers at appropriate levels. The Commirtee called 
for a note from the Ministry setting forth the improvements e&cted in 
the execution o f  development programmes in the Union Territories. 
This note is still awaited. 

(d) MINISTRY OF HEALTH 
Appropriation Accounts (Civil), 1955-56, Vol. VIII-Graat No. 47- 

Medical Senices 
Grants for Medical Purposes, sub-head C ,  page 6 

As against the original grant of Rs. 73,15,400 under this sub-head, 
the actual expenditure amounted to Rs. 49,23,165 only. Thus on+ 
third of the original provision remained unutilised. 

In evidence the Committee were informed by the representative of 
the Ministry that the money was to be spent by State Oovernments on 
approved schemes. Despite sever81 reminders, very few schemes wem 
received from them for approval. There waa in fact no scheme sent 
up by State Governments for which funda ware refusad. 



~n reply to a question as to how provision the b u d s  
for these schmes, the Committee were informed that on the basis of 
the recommendations of a Conference of Administrative Ibfedical 
Officers from the States held in October every year, prohion for various 
g&emes was made. These schemes, however, had to be approved 
later on by the Finance Departments of the States, who did not accept 
wme of the suggestions of their Medical Officers and these had, there- 
fore, to undergo refision till the State budgets were finalised. As tho 
Ministry at the Centre could not wait tiU then for framing their esti- 
mates, figures include$ by them in the budget were occasionally wide 
of the mark. 

T k  Committee are not at all happy over this procedure o f  making 
budget provisions in respect of such Grants for Medicd purposes given 
to the States. They would invite attention o f  the Ministry to their 
earlier recommendations made in the Eighth Report (Second Lok 
Sabha) that provision should only be made for schemes which were 
ready for execution. The State Governments may be apprised of this 
position so that while recommending schemes for grants, they include 
only those whose blue-prints are ready. 

All India Medical Institute, sub-head D. 6(1), page 6 
Against the provision of Rs. 42,68,000 during 1955-56 for Sta& 

Equipment and Furniture of the ALI India Medical Institute, there watt 
an expenditure of only Rs. 85,487. The Committee dtsired to know 
the reasons for the non-utilisation of the funds. The note furnished to 
the Committee in this connection did not set forth information on the 
specific questions raised by them. They would, therefore, like the 
Ministry to furnish to them detailed reasons for this huge shortfall irr 
e.ipenditure, duly vetted by Audit, before they next take up eramino- 
;io/l of the Accounts relating to this Ministry. 

Grant No. 4&--Pnblic Healtb 
Family Planning, sub-head E. 4 ( 1 ) ,  page 19 

Against the original Grant of Rs. 33,65,000 under this subbead, 
actual expenditure was only Rs. 8,95,236. Thus 74 per cent of thr 
provision remained unutilised. 

The Committee were informed that the saving was due to lack of 
inkrest in the promotion of Family Planning Scheme on the part d 
certain State Governments. In the light of  Minktry's prut expritncc, 
the Committee suggest thut provision for grant of jiurds to thc Strrta 

this case should be based on firm commitments made by Z& St- 
concerned. 

(e) MINISTRY OF m R M A T I O N  AND BROADCASI1[NO 
A P P - ~ ~ .  AN-B (Chin, 1955-56, VOL X--c4p&t.l O.tlly u 

B d C W b g ,  Gnmt No. 126, Page 31 
committee n o t i d  that out of a total provision of a- %. 4 

cram, a sum of Rs. 1 *72 worts remainad mtiw. sub-heads A& 
( ) ( 1 ) AS ( 3 ) ( 1 ) discI0sed over-budgctin8. 



(f)  DRRIGAQPN AND POWER 
Capital Outlay on ~ultipurpwie.~kiver Schemes-Appropriation A* 

counts (Page 8, Grant No. 127)' (Civil) 1955-56, Vol. XI. 
Out of the total provision of about ks. 4.32 crores, a sum of about' 

Rs. 1 *45 crores remained unutilised. 
The Committee were informed that the provision included for tho 

Damodar Valley Corporation could not be utilised and adequate step 
were being taken now to ensure proper budgeting; 

(g) LABOUR AND EMPLOYMENT ,; 

I)etective --age 1-A.3, A.4 page X I :  Page 3, D.4, 
page 7, A.3 (1) (7) etc.-Appropriation Accounts (Civil), 1955-56, 
VoL XI1 

In these cases, savings had been shown to have accriied inter-alia 
on account of non-receipt of debits, etc. In other grants'also them 
were similar savings. The Committee observed that such instances oj 
savings indicated laxity o f  control over expenditure. 

(h) MLNISTRY OF SCIENTIFIC RESEARCH AND CULTURAL 
AFFAIRS 

t ' 

Page 5 (Note I), Appmpriation A c c o ~ t s  (Ciail), 1955-56-MinisQ 
of Natural Resources and Scientific ReseAqb, Vol. XIV 

A sum of Rs. 19,23,158 under Grant No. ?CI--Survey of India 
remained unsurrendered. While explaining the ~ C B G O I ~ S  for not 
surrendering the saving, the representative of the Ministry stated that 
although the stores were received from the T.C.A., nece~sary~adjust- 
ments thereof were not made in thq accounts during the year, The 
Committee note that the cost of materials was not adjusted foi wan3 
of sanction. I f  so, the surplus funds should have been surrendered in 
rime. 



WOEITANT OBSERVATIONS ON MDIVXDUAL MI&NBTAWS 
14. In the following aragraphs, the Committee shall reler to some 

d the important points tgat they considered in tbe c o w  of examha- 
tion of the Accounl relating to various Ministries. 

MINISTRY OF COMMERCE AND INDUSraY 

Payment of Grants-in-aid m excem of r q h e u t s  and m n 4 h M h  
of Matching G r a n M i I L  Industry, Para 22 of Audit Repod, 1957 sd 
P ~ g c  16, Note 9 of Appropriation Accounts ( C W ,  1955-56, V d  II. 

15. During the six years ending on 3 1 st March, 1955 the Ministry 
sanctioned and paid to the Central Silk Board grants-in-aid amounting 
to Rs. 51,53,994 for the promotlair of sericulture while tbe Board 
dlottcd and paid Rs. 36,')0,O6 1 to States as follows:- 

The actual expenditure incwred by the State Govcflllllcots from 
these grants amounted to Rs. 938,768 upto 31st March, 1955. Out of 
the unspent balance of Rs. 2731.293 as oa 31st March, 1955, tk 
State Govenunents were stated to have s w n M  Rs. 20,65,458 
during 1956-57. 

Against Rs. 22,22,607 sanctioned in 1955-56 to the YOriOus Stak 
Governments as matching grants for implementation of various 
scbemes, the actual amounts drawn and spent by them amounted r, 
Rs. 55,061 only. It was stated in tbt note cited above that the iaapbb. 
mentation of the schemes had been delayed mainly dm to lack d 
trained personnel and adequate financial resources and mon time taban 
in completing the preliminary formalities. 



Silk Board in excess of what it actually disbursed to the State G o v d -  
ments was mainly due to the defective procedure for the sanction and 
disbursement of these grants. As the State Governments were reluctant 
to finance these developmental schemes and raise debits therefor against 
the Central Government after incurring the expenditure, the grants-in- 
aid were hitherto sanctioned and disbursed in advance on the basis of 
schemes which were acceptable to the Board. In 1956 an improvement 
was effected in this procedure and it was decided to give in advance 25 
to 50 per cent of the total cost of the scheme and the balance on receipt 
of progress reports of expenditure incurred by State Governments. This 
change, however, did not have the desired effect. The whole procedure 
was, therefore, revised in May, 1958. Under the new procedure, the 
State Governments were allowed to sanction continuation schemes; but 
new schemes were referred to the Board for technical approval. Funds 
within the quantum qf Central Assistance were then released to the 
State Governments monthly in the shape of ways and means advance 
to be regularised towards the close of the year on the basis of expendi- 
ture. 

17. On being asked about the checks exercised by the Government 
over the progress of various schemes run by the State Governments for 
which grants-in-aid were sanctioned year after year, it was stated that 
the Ministry of C & I and the Silk Board received periodical progress 
reports from the States. Although it was dficult to have a physical 
verification on the spot of the actual progress of the schemes which were 
dispersed over a large number of Centres, yet the Textile Commissioner, 
who was also the Chairman of the Silk Board, had opportunities to visit 
the projects where important schemes were in progress, It is apparent 
from the facts placed before the Committee that many of  the schemer 
for development of sericulture which had been approved by the Silk 
Buurd had either not been started or subsequently dropped by the 
State Governments with the result that the expenditure incr~rrcd on 
those items largely proved to be infructuous. A large portion of the 
expenditure incurred by the State Governments pertained to adminis- 
trative expenses on the development schemes which ultimately did not 
materialise. The Committee felt that large amounts were granted to 
the Silk Board without relevance to its spending capacity. The progress 
reports received by the Ministry at present did not enable the Ministry 
to regulate the grants properly. In order to examine the matter 
from all these aspects the Committee desired to be furnished with dc- 
tails of the various schemes proposed by the State Governments and ap- 
proved by the Board, funds sanctioned by Government for those 
schemes from time to time a d  the extent to which they were utilisad. 
The information is still awaited. 

18. The Committee were also doubtful whether the present urrangc- 
mcnt of entrusting the work relating to the Silk Board to the Tcxtlk 
Commissioner, who was already saddled with other important responsi- 
bilities was conducive to satisfactory results. They would suggest that 
Guvmment should consider the feasibility of having a separate chair- 



mun preferably a non-official for the Silk B w t d  and aiso the'Handloom 
B d .  

In the Committee's opinion, Parliament is not fully infomtcd of the 
working of these autonomous Boards. Since large s u m  of money are 
voted by Parliament for payment to these Boards as grants-in-aid it is 
m f y  proper that Purllament and the Public Accounts Committee 
should be apprised of their activities. The Committee desire that #he 
Annual Reports on the working of the autonomous Bwrdt  viz,, Silk 
Bwrd, etc. should be placed before Parliament. They also recom- 
mend rhar the C.  & A. G. who is responsible for their audit should in 
addition to the normal expenditure audit, undertake on achievemnu 
audit of these organisations indicating inter alia their original targets 
and achievements. 

As regards the new procedure for sanction and disbursement of 

P ants-in-aid introduced with effect from May, 1958, the C. & A. G. 
elt that there might be delays in getting monthly reimbursanents by 
the States, of the expenditure already incurred by them, which would 
affect their ways and means position adversely. He suggested that Gov- 
anment might consider the feasibility of giving small revolving credtts 
to the States for financing these schemes. The Committee desire that 
the suggestion of the C. & A. G, should be examined. 

irregularities noticed in the Accounts of  Subsidy on Production and 
sale of Khadi-Para 24 of Audit Report. 1957 

19. On the recommendation of an Advisory Board (the l b d i  
Board) set up by the Government of India for the development of 
certain industries, Government sanctioned during 1953-54 a subsidy of 
one anna per rupee on production,/sale of a certain type of cloth stibjcct 
to a maximum of Rs. 2,000 per institution provided the production 
sale during the period from July, 1953 to December, 1953 ex& 
the production /sale during the corresponding period of the previous 
year by more than 10 per cent. The scheme was continued during 1954- 
55 with the modification that 6 pies per rupee were payable as ordinary 
subsidy on the actual production/sale without any condition and 6 pits 
per rupee as additional subsidy subject to a maximum of Rs. 1,000 per 
institution if the increase in production/sale exceeded that of the prc- 
dous year by more than 10 per cent. The total payments made on this 
account during 1953-54 and 1954-55 weiv Rs. 1.81116 and 
Rr. 1 1,63,902, respectively. 

The Audit Report disclosed the following irregularities in the 
accounts maintained by the Khadi Board: 

"(i) The subsidies were disbursed by the Board on the bash 
of figures of production/sale furnished by the institu- 
tions without any independent verification prior to pay- 
ment even thou* the rules provided for obtaining urd 



chsoking the audited accounts of the instih@on8. Tbc 
figures furnished by the institutions revealed wvcd  
dwrepancies in that (a) the quantum of production/ 
sale shown for certain months when daiming orQinaty 
subsidy varied considcrabiy in 8evocal cases from thb 
quantum of prduction/sale &own for the m e  
months when claiming the additional subsidy and (b) 
the figures of annual production/sale furnished in sup 
port of the claim for additional subsidy were oftm 
different from the total of the figures of productiaP/ 
sale for the twelve months already sent, while 
the ordinary subsidy. Several institutions f 
revised statements altering the figures originally given 
without assigning any reason. As the Board had paid 
subsidies without reconciling the discrepancies there 
were excess payments to several institutions. 

(ii) The subsidies have been paid in a number of cases not- 
withstanding the non-fulfilment of the p r e s c n i  condi- 
tion that the production/sale during a particular period 
should exceed that of the conesponding period m the 
previous year by more than 10 per cent. 

(iii) In a number of cases payments were not made exactly in 
accordance with the terms of the sanction. There wen 
cases in which (a)  the institutions did not exist dwiq 
1953 and the Board had treated the figures of produc- 
tion/sale during 1954 as a cent. per cent. increase; (b) 
there was production/ sale during the entire year 1 954 
but only for a few months during 1953, the figurts of 
which had been compared with those of the full year 
1954; and (c )  there was production/sale for a few 
months only both during 1953 and 1954, and the 
figures for the few montk of 1954 were comparc#l 
with those of the corresponding months for 1953." 

20. During evidence the Committee were informed that .the asseb 
and liabilities of the Khadi Board had since been taken over by the 
Wadi Commission, a statutory body; and internal audit parties were 
going into the whole matter and their report was expected to be 
ractived by the end of March, 1959. It appeared from the interim 
rrports of the audit parties that the overpayments made to the varbu~ 
institutions would not be so large as had been indicated earlier. 

The Committee deprecate the inordinate delay in finalising this 
matter. T h e  total amount of grants given by Government to the 
M i  Board and Commission between 1954-55 and 1956-57 was of 
the order of Rs. 15 crores in addition to the loans of about Rs. 8 
crrms. In respect of some of the loans given by the Board/Commib 
don, no acceptance or acknowlcdgmcnt had been received from the 



loweas. In the opinion of the Committee, althoufi the Khadi B d  
war initially responsible jot this impasse, the Minktry of C. & I.  c- 
be absolved of their share o f  the responsibility for not having active& 
pursued the Khadi Board, especially when rhe magnitude o f  the 
amount involved was sizeable. 

The Commitlee need hardly stress the seriousness o f  the irregular- 
ities reported by Audit. They suggest thaf Government should 
arrange to take suitable action against the o@cials responsible for tk 
irregularities. In order to obviate the recurrence of such cases in 
future, Government should consider the desirability of issuing clear 
and strict instructions to the Khadi Commission for sirictly complying 
with the rules and regulations in connection with the administrathn 
of public flrndr. 

Expertditure on Exhibition o f  Indian Goods Abroad--Para 25 4 
Audit Report, 1957 

21. For promotion of foreign trade, Government took part since 
1950 in nearly 100 international exhibitions and fairs and incurred 
an expenditure of over Rs. 1.25 crores. As a result of scrutiny in 
loca and central audit of the accounts of these exhibition3 and fairs 
including contracts for the construction of the Indian pavdlians, car- 
tain major defects of financial procedure and instances disclcxhq . 
lack of planning and co-ordination in the execution of these projects 
were reported to Government from time to time. 

In extenuation, the representative of the M&tq d Comma# 
and Industry stated in evidence that the Exhibition Directorate's work 
ras of a new kind which had ban organised m foreign countries at 
short notice. The Ciovernrnent provided the institutional bmework 
for the work. The real exhibitors and participants w m  the Eraders 
in the country, and it was difficult to foresee the response of tb: trsdt 
to a particular exhibition. 

22. The Committee noticed that in certain cases action to deapltch 
exhibits was delayed long after the decision to participate in the fair 
had been taken. The representative of the Miaistry infanned the 
Committee that although an annual programme for partkipation in 
various fairs and exhibitions was drawn in advance tbc trade w a ~  
informed a b u t  three to four months in advance in each clsc. It 
was felt that it was not desirable to give notice to the trade earlier 
than 3 to 4 months because the requisite tempo could aot be built up 
in that case. 

The Cornmitree are nor salirfitd with the e x p b d a n  $vcn by 
the Ministry. They do not undersad why Gtav- oasJd 
infonn the t r d r s  well in odvancr so that ku minvrc rusli 4 wutk 
which necessarily involved avoidable expenditure on amount o f  a h  



kifting of exhibits etc. could be avoided. They, rherefore, 5~88~51 thrv 
Government shouid review the whole procedure in the light of t k  
experience gained .\o far in order to ensure better results. 

As regards the expenditure of Rs. 1.24 crores incurred by the 
Government, the Committee desired to be informed of dhe net bsr 
sustained by them and whether it would be possible ro recoup the same 
in future years. The information is still awaited. 

Hinrlustarr Machine Tools (P)  Ltd.--Para 23 of  Audit Report, 1957 

23. The para cited above refers to the following irregularities etc. 
naticed in the working of the Interim agreement entered into with 
the Swiss firm (M/S Oerlikons) by Government in 1949 for setting 
up the Hindustan Machine Tools Factory. 

( i )  Purchase of  Raw Materials and Accessories from foreign firm 
at High Cost/Rare 

24. The Hindustan Machine Tools Company placed orders on tbc 
foreign firm for certain stores which included steel worth Rs. 2-64 
lakhs. The prices charged by the firm for the steel were higher by 
Rs. 87,772 than those quoted by another firm. Supplies of the storm 
in question could not be arranged from indigenous sources due to 
delay on the part of the foreign firm in forecasting requirements. 

(ii) Payment of Trade Commission to the Foreign Firm againsr 
the Provisiom of Clause 8 of the Heads of Agreement. 

25. Under clause 8 of the interim 'Head of Agreement' the 
foreign firm was precluded from charging any fees for the purchases 
made by them from abroad on behalf of the Company. They how- 
ever. claimed that for purchasing at the lowat cost for the company 
they were entitled to retain any share of trade commission, as wah 
given to a local representative by the manufacmrers according to the 
customs of the trade. Government allowed the foreign firm to rctiiin 
such commjssioa subject to the condition that the element of commis- 
sion included in the price was not higher than tbe normal rate of 
rgent's c o w  sad that purchases would be made from sources 
when prices were the lowest. For this purpose only a certificate 
from the foreign firm was accepted. 

(iii) Jn!ntcrrtnu,r Expenditure on Highly Paid forrign nafl rrcruird 
in advance of  Requirrmrnt.v 

26. One technician was appointed a$ a painter-foreman on 1st 
July, 1954 on three monthr' training and thereafter sent to India 
desipnated as prctmg foreman on Rs. 1,888/-p.m. plus Rs. 490 /-p.m. 



aa Overseas allowance. There was no need for such a foreman ar tbr 
Campany had not commenced production. 

14 Technicians were entertained by the foreign firm for periodv 
ranging from one month to more than two years and their senricss 
were terminated before they could be sent to India. The salary paid 
to them amounting to Rs. 1.93 fakhs was debited to the Company, 
though the latter derived no benefit from them. 

In 40 cases there were considerable intervals (ranging from one 
month to seven months) in the date of wmmencemeat of the service 
of technicians and their departure to India. In seven cases the firm 
agreed to make a refund of Rs. 85,610/- while in the rema* 33 
cases involving Rs. 1,44773 no refund was offered. 

( iv) Irregular Debit of Rs. 4.07 b k h s  to the Company on Account 
of Planning Expenses 

27. Expenses on salaries and allowances of stafI employed on 
planning and inspection of machinery etc. to the extent of Rs. 4.07 
lakhs were debited to the Company although there was no provision in 
the Agreement for the payment of such expenses by the Company. 

Claims for the amounts referred to in items (iii) and (iv) above 
were not pressed because all outstanding disputes with the foreign 
fie were settled by the new agreement dated 1st March, 1957, under 
which the foreign firm was paid a sum of Rs. 12.5 lakhs as an werd 
settlement. 

28. In evidewe the reprwntative of the Ministry stated that 
under the old agreement the foreign firm were the technical managas 
of the Company. Subsequently, several disputes arose over the inter- 
pretation of the various, clauses of the agreement which hampered 
the progress of the establishment of the factory. Govumxnt, there 
fore thought it better to revise the agreement with the firm in 1957. 
With regard to the payment of Rs. 12.5 lakhs by way of an o v d  
settlement to the firm it was explained that under the old agreement 
the firm would have got a sum of Rs. 2 crorcs in the fonn of royalty 
and a sum of Rs. 60 lakhs by way of free shares. The overall settle- 
ment should. therefore. he considered to he in tbe best interests of the 
company. 

The C'cwrrrr t t rcc.  regret t o  obwr~,e /hat Government itad to pay 
Itc1avi1.v k t  cur sr rtl rtw defecrive clauses in the agreement. They take 
note of t k  plea that this was one of the few agreements which Govem- 
m n t  entered into shortly after Independence. They mui that Govm- 
men! will benrfit b~ their r r p r r i m ~  in thi.t dm1 and avoid such rrrts 
I&CS in ftmrc. 



i m c s ,  writes 4 etc.-Page 14, Note 5 ,  Appropriation ~ c c o & ~  
(Civil), 1955-56, Vpl. I1 

29. Two w a p  containing 770 packages of tin plates wear, 
darpatched from one depot to another in January and April, 1947 birr 
aa they did not reach the destination a report was made to the Railwap 
in Septunber, 1947, and a formal daim for Rs. 26,018 lodged in 
November, 1948. The claim was rejected by the Railways as the 

. report was time barred. The loss was written off by Government in 
May, 1955. No disciplinary action was taken as the police investiga- 
tion did not implicate any of the depot staff. 

Explaining the reasons for the inordinate delay in preferrin the 
daim against the Railways, the  presentative of the Minrrtry of brn- 
merce and Industry stated that a satisfactory answer could not be 
found from the papers available. The question of taking disciplinary 
action in the matter had also not been considered, as it was not possible 
to fix the responsibility on any particular officer. 

The Committee are not satisfied with this explanation. I n  their 
opinion, it was a fit case to be investigated further and responsibility 
lixed. 
Loss on guaranteed p w c k e  of American Cotrnn-Pnge 21, Note 19, 

Vol. Il 
30. In March, 1952 the Government of India announced their 

intention to guarantee the purchase of American and East African 
C h o n ,  at stated price. The guarantee was cans ided necessary as 
the p i c a  of Amcrican Cotton, were fdling at that time, and without 
this guarantee the Banks would have necessarily demanded larger 
margin for giving financial accommodation to the Indian Milk impair- 
k g  the latter's capacity to purchase men their normal requirements of 
Indian cotton. Accordhgiy, Government had to buy in March, 1953, 
1,845 bales of American Cotton at Rs. l9,26,45O. A further expendi- 
mrt of Rs. 18,526 was incurred on storage and other charges. In 
J d y ,  1953 an offer for the cotton at Rs. 1,600 per candy was r c j d  
by the Ministry in the expectation that the price would rise further. 
IEowcver, in December. 1953 the cotton was sold in one lot for 
i€s. 18,26,306 at Rs. 1,497 per candy. The loss of Rs. 1,18,670 was 
writtan off by Ciclvernment in February, 1956 by debit to the "Fund 
for the bm&t of cotton growers in India". 

31. In evidence, the representative of the Ministry stated that the 
offer of Rs. 1,600 per candy in July, 1953 was considered low as 
campred to the prices prevailing at the time. The Textile Commis- 
S ~ C T  was asked in September 1953 to go ahcad with the sale of the 
cotton by invitin limited tenden subject to tbe condition that a ~CBNO p of Rs. ,,go5 , candy be fixed. Ten&rs we;re auwrdingly 

vftcd but no offer was rbceivcd this time. In the abaenm of any 
o t k  offer, tbe entire stock war sold to the Kohinoor Mills, Bombay 
at Rs. 1,497 per candy. 



. T k  Committee are not satisfied with thc explumtion g k n  by the 
Ministry. If the avowed object of the purchase of the Ameriaoll 
Cotton by Government was to give temporary relief to the Mil& 
consideration of profit should nor have weighed with Government ta 
disposing it of. The Committee cannot therefore refrain from obsm- 
ing that the oficer who dealt with this deal had resorted to a kind of 
specufation which had led to an increased loss to Government. 

Mandi Salt Mines 
32. The Chairman and Members of the P.A.C. visited the Man& 

Salt Mines in June, 1958. At the Maigal Salt Mines near Mandii 
where salt was being manufactured by solar evaporation from perennial 
spring of brine, which were running at a loss, the Committee were 
informed that the concentration of Salt in the strtxtm was comparatively 
low and the installation of machinery for the manufacture of Salt from 
~t was not likely to be economic. The Committee desire that in view 
of the demand for Salt in that region the question of economic urilisa- 
tion of this source should be re-examined and a note dixwing the 
commercial exploitation of Salr Sources in the Mandi region submitted 
to them. 

Nahan Foundry 
33. During their visit to the Nahan Foundry in June, 1958 the 

Committee were informed that the output of Nabasn Foundry was being 
increased substantially. As compared to the figure of 1,200 tons ia 
1957, the target for the year 1959 was 3,000 tom. 

One of the difficulties experienced by the foundry was the s h o w  
d working capital. The subscribed capital of the ampany was oniy 
Rs. 40 lakhs. It  was admitted in ewdence that the company was 
ovcrcapitalised but it was considered that its working would improve 
with certain additions to the machinery etc. Large number of orders 
were now being received by the corn any and it was felt that witb an 
tncrease in its size of production t! e company would show better 
results. Accordingly, the ampany had ap roached Government for 
an additional capital of Rs. 10 Iakhs ( a f  ready the Company had 
received a loan of Rs. 7+ lakhs from the Government and it was 
suggested by the Company that it should be converted into capital and 
the balance of Rs. 23 l a b s  handed over to them as working capital). 

The Committee suggest that the capiral of the factory might be 
suitably reconstructed and written down in wde that tihc factory 
show better working results in futwe. 

Sambhar Salt Works, Rawhan 
34. The Committee paid an on-tbe spot study visit to Sam- 

Snlt Works in February, 1959. They w m  informcd tbat at - 
only 60% d salt was king recovered from the availaMc brine and tb 



remaining 40% was wasted with the mother liquor bccauw reco 
of this salt was not possible without isolating the other two ch a23 
present in the brine viz., sodium sulphate and sodium carbonate. A 
scheme for the installation of a Washery Plant estimated at Rs. 44 lalrhs 
had been submitted to Government. It was hoped that if the Washbr). 
Plant were installed it would be possible to utilise the brine which wan 
now being wasted and a saving of approximately Rs. 12 lakhs par 
year would accrue to the Company. One of the difticulties in the 
setting up of the washery and utilisation of bitterns was stated to be 
the terms of agreement with the Rajasthan Government. It was statad 
fiat in accordance with the agreement, the right of production of salt 
inherent in the lease of the salt sources held by the Central Govern- 
ment did not include the right to manufacture chemicals other than salt. 
Rajasthan Government had, therefore, objected to the recovery of 
sodium sulphate from the bitterns and their disposal by the Salt Works. 
A revision of the agreement with the Rajasthan Government was, there- 
fore, necessary before the development schemes could be implemented. 

The Committee desire to be informed of the progress of the scheme 
for insraUation of the washery plant at Sambhar as well as the fino4 
outcome of the ne~otiations with the Rajasthan Government for rne 
tevrjion of the existing agreement. 

MINISTRY OF EDUCATION 
Pa-ymemt of p?s- in-aid in excess of requirements, Audi Rcport, 1957, 

page 33, prva 26 
35. The Ministry of Education sanctioned and paid grants-in-aid 

amounting to&. 6,15,000 (Rs. 4,20,000in 1950-52, Rs. 1,20,000 
in 1952-53 and Rs. 75,000 in 1953-54) to a University for post- 
graduate research teaching. The University incurred no expendit ure 
during 1950-51 and spent Rs. 3,66.246 during 1951-52 to 1953-54, 
The unspent balance of Rs. 2,48,754 exceeded the requirements of the 
following two yean by Rs. 33,658. In spite of this, a further grant of 
Rs. 2,93,000 was again made during the year 1955-56. 

36. in evidence, the Secretary, Ministry of Education stated that 
the grant was sanctioned by the University Grants Commission to the 
University in January. 1956 for the purchase of apparatus and cquip- 
meat from atmad. Thc equipment was actually received in the next 
year and about Rs. 4,50,000 were paid for the orders which had already 
been placed. When tbe Committee pointed out that no grant sbuld 
be pad unless it was possible for the institution to spend it within the 
year. tbe representative of the Ministq stated that the general attitude 
of tbe University Grants Commivion in such cpses was that if the 
order was likely to k exacu!cd in the course of aext year, the Com- 

mr grants, the Committee consider. infringe 



RPla 207(2) of the Genctal Financial Rule, VoL I, which 
lays down that only so much of the Grant should be paid during 
any financial year as is likely to be expended during that year. But in 
rhis case, grants were continued to be paid without vtnfying whetber 
tne grants already paid had been fully utilised and unspent balm- 
bad been refunded. 

On a prcvious occasion, the Ministry had pint& out their dficul- 
ties in observing the financial rules and the Committee in para 42 of 
their Fifteenth Report (.First Lok Snbha) had suggested that the qucs- 

, b n  of payment of grants by th.: Ilnitersity Grant5 Commission to 
Universities in advance of their requirements should be reviewed 
the Commission. To  a question as to what action had been taken 
the University Grants Commission in the matter, the represeotative of 
the Ministry of Education could not give a satisfactory reply. The 
Committee desire that the attention o f  the University Grunts Commis- 
.rim should again be drawn to this recommendation and they may & 
informed of the I ~ ~ P H ~ S  of the L!niversitv Grantr Commission in the 
~nutter. 

APdIt Report on tbe Accoants of the Central U n i v e  oiz., DdCi, 
AIigarh, Banam and Vishwa BhPrati-Approprintion A m  
(Civil), 1955-56, Vol. V, Page 22, Note 4 

37. The accounts of the Universities of Dtlhi, Banaras and Aligarh 
and Vishwa Bharati are being locally audited by the Accountants- 
General. Central Revenues, Uttar Pradesh and West Bengal rtspac- 
tivel y. 

3%. Ln para 43 of then Fifteeuth Report (First Lok S a m ) ,  tbc 
Public Accounts Committee recommended to amend the Vishwa Sharati 
Act so as to bring it in line with other University Acts, so far as audit 
by the Comptroller and Auditor-General was concerned and also to 
make a statutory provision for submitting the Audit Reports on the 
accounts of all the Central: Universities to Parliament. The Committee 
of 1957-58 were informed by the Ministry that the views of the Com- 
ptrolkr and Auditor-General had been noted and the same would be 
given effect to when the rclevant University Am were next amended. 

39. The Chiunittee alw enquired as to when the ~ e c ' ~ s . u q  legis- 
lation for the presentation to Parliament of the Audit Reports on tbe 
Accounts of the four Central Universities would be in(xoductd in 
Parliament. in this comccthn. the Ministry have stated that it is 
etpcclcd to introdwe the prop- legislarim furtbcr to axnend the 
Banarw Hindu Universi~ Act during the cc~urse of the current year 
dter thc corrrment$ of tbc a u t b r i t k  wnctmad, m e l >  tbc thiversity 
Gram Caarmissiim. the U.P. Cdvcmmtnt and tbc University authori- 
t k  on thc mommendations contained in the report of the Banarrrs 
Hindu Uniwih Enquiry Cmmina drc examined by tbe M i .  
In the meantime. i t  ha4 k e n  decided h!. the Miniztrr of Education. in 



consultatbn with the Camptro11er ahd ~ud l to t  General to place &k 
Airat Reports on the accounts of all the Central Universities before 
Padiament in anticipation of making a statutory provkion to that &ad 
m the respective Acts of the Universities. * 

The Committee trust that early steps would be taken by the Minis- 
try to implement this assurance. 

CENTRAL SOCIAL WELFARE BOARD* 
Csnbrol over Relcases of grants to Welfare Projects and State Advisury 

Bosuds, Audit Report, 1957, pages 68-69, para 57(3) 
40. Welfare Extension Projects are financed by the Central Social 

Welfare Board to the extent of 50 per cent of the expenditure and by 
the State Governments to the extent of 25 per cent subject to the l h t  
of the budget approved by the Central Social Welfare Board and the 
balance of 25 per cent by local contributions raised from the people. 
The projects are executed largely by non-official local Committees 
under the control of the Central Social Welfare Board. The Projects 
are required to send in audited accounts by July of the succaodiqg ye$. 
llhe Advisory Boards are set up in each State by the State Govenumnt 
to assist and advise the Central Social Welfare Board and the expendi- 
ture is met in  equal proportions by the State Governments and the 
Cennal Social Welfare Board. The Central Social Welfare Board, 
which shares the major portion of the finances of the Projects and the 
State Advisory Boards, can exercise financial control only througb 
statements showing the approved budget, grants given by the Central 
Social Welfare Board and State Governments, actual expenditure of 
the projects and State Advisory Boards, local contributions and the 
cash balances relating to the Projects and State Advisory Boards, 

such periodical statements control can only be fragmeneuy 
and spasmodic. Necessary statistics to ensure that monies are rdssrsd 
judiciously in accordance with the spending capacity of the Projects are 
not being maintained at present. The accounts received by the Central 
Sbcid Welfare Board upto the end of December, 1956 reveal thst -- -- 

r f h e  Central Social Welfare Board was conrtiwted by Government of India, Minlrtrp 
of Edua t~an ,  Resolution No. R. 2-6153-D. 2 dated the rzrh August. 19:3. It conrisrs of 
rcprrsentuives of Mcinl welf8rcwganis8tions. M e m k n  of ~ 8 f b 8 l l m ~ t  and r r p ~ n t r r i r c s  of 
the Minimier of the Government of Ind~a actively concerned w~vb i h ~  social w d f h r  

The funawns of the B w d  arc genenlly to assist in the improvcmcr~~ and develapmcot 
of r0ai.l weU8re ra iv i tm.  

T '  Govt. of India d o  grants to the Botrd, from time to tune. for arryinp, on I{ 
.cti*itict in t m  of its ruler and r.~lactons and bye-lowr lpproved hy the Government of 
bib. 

The hard  n neither trcrtcd r r  8 Governmcat Drprnment nor has i t  been lncorpofltcd 
b o r u d e t r ~  statute. A a d i n s  to A u d i t t b c S o d r l W e ~  Barodhrrnofuristk 
pnonUiy d i t  hu to b t ~ a t e d  u 8 dep8rtm~nt.l agency. It is undemtmd that tk 
=rllhe strug of the Cmtml Soda1 W e l h n  B o d  ir under the rmeidentioa OI 



during the year 1954-55, the actual expcoditwre on 168 P- 
wlxw accounts had tran received amounted to b. 7,33,000. Tiw 
Central Wi Weliare Board's share of this expenditure ahodd, 
been Rs. 3,72,000, but the funds released amounted to Rs. 7 3  k" ,OCtO. 
Even after malting altowancc for the accounts af 18 projects whkb 
were still awaited in December, f 956, the release of funds appeared ~a 
be excessive. Durjng 1955-56, the actual expenditure on 217 
whose accounts were available in December, 1956 was Rs. 31,82,000, 
the Central Social Welfare Board's share being Rs. 15,86,000, If due 
account had been taken of tht carryover of 1954-55 of thew Projects 
&e Central Social Wetfare Board d have released cm2y Rs. 12,36,0(10 
as against the actual release of Rs. 21,84,000. The accouats of 76 
Pro~ects were awaited. 

41. The Committee understand that out of 18 remaining Projects 
for wnich accounts were wanting, accounts for 17 projects have since 
been received. Funds amounting to Rs. 8,29,839 were released by the 
Bdard against its share of Rs. 4,28,124. It is obvious from this that 
contnbutlons from the States and from the pub& were not prornpUy 
being realised. 

Out  of 76 projects for which the accounts were wanting, accounts 
for 7 1 projects have since been received. 

In a *note received from the Ministry of Education, it bas baerr 
stated that the Central Social Welfare Board was now obtaining half- 
yearly and yearly statement of accounts before releasing further 
grants. The State Boards in their turn were also getting statements 
of accounts from the Projects Implementing Committees before releas- 
ing money. This measure has proved effective to some ~xtent in 
avoiding excessive releases. In evidence, the Chairman, Social Wd- 
fare Board stated that the State Governments were not w a r  in 
giving their share of 25 per cent. and contribution from the public 
was also slow, especially in villages. As, however, the stafl employed 
in the Projects had to he paid. the Board had to advance the necnrsay 
funds. 

The Committee suggest thar the Board should in coNUllcrtion 
with the Ministry of Finance and Audit evdve a suitable procairur 
whereby the grant (z j  subsidies, their disbutseme~ and m u n h n h ~  set. 
couid be simplified in order to ensure smooth working of the B o d .  

42. In 1954-55, out of an expenditure of Rs. 7.33 lakhs, tbe 
projects raised Rs. 1.88 lakhs from the public in cash and kind; diirr 
was 25 per cent of the total expenditure. In as many as 77 af r)K 
-I__- -.--. - - ̂ - .- .I_ . " --- ---- 

'Not printcd. 



168 projects, however, for which audited accounts were availabb. 
there was no contribution from the public, as required in terms of 
grant. During 1955-56, out of an expenditure of Rs. 31.82 lakhs, 
the matching contribution from the public in cash and kind was only 
Rs. 3.58 lakhs i.e.! 11.3 per cent. of the total expenditure, and no 
matching contribuuon was realised in 52 out of 217 projects for 
which accounts were available. 

43. From a note* received from the Ministry of Education, the 
Committee observe that instructions have since been issued to State 
Boards and Projects Implementing Committees of the different 
methods by which, through a proper approach to the local population, 
adequate public contributions could be raised. 

The importance of local contributions and the necessity of the 
Projects becoming increasingly self-suflcient have been repeatedly 
cmpharised by the Central Social Welfare Board. The Committee 
feel that the basic principle o f  self-reliance which is regarded as essen- 
tiol to the success of  the projects has been ignored in starting many of 
the projects. They suggest that before starting a project, public co-op- 
ration should be secured to a reasonable extent and continuous eflons 
should be made to keep up the tempo of  their enthusiasm. As the . ultimate aim is to hand over the welfare activities to the people them- 
selves, the success of  the Board's eflorts would be very much depend- 
ent on the zeal engendered among the people and the contribution 
made by them. 

1)et'ectne control over reksLse of grants-in-aid to Votunkuy Welfare 
hshtbm and their UtiJisation, Audit Report, 1957, pages 7 6  
72,  par^ 5 7 0  (vi) 

44. Large grants for the purchase of mobile vans were given but 
effective steps were not taken to ensure that the vans would be used 
for authorised purposes. In evidence, the Chairman, Central Social 
Welfare Board stated that all possible steps had been taken to ensure 
that the mobile vans were used for the purposes for which they were 
given. The Board had their own Inspectorate and there was a quali- 
hbd Inspector and a Welfare Officer in each State whose duty was to 
we that the vans were used for the purpose for which they were given. 
With regard to the use of jeeps, the Chairman of thc Board admitted 
that there was a lot of criticism but the Board was now tightening its 
control over the matter. 

The Committee feel that there is wasteful expenditure in the w e  ot 
jeeps. They suggest that greater care and vigilance should be am- 
ciscd in this direction. 



45. The Central Social Welfare Board publishes a monthly 
puma1 entitled "Social Welfare" in English as also "Samaj Kalyan" 
~ t s  Hindi version, both of which are priced publications. The Chair- 
man of the Board stated that till about two years back 5,000 copies 
of the Journal were printed per month and now 6,000 copies of the 
Journal were being printed. Out of these, 3,500 copies were sold 
to subscribers and about 1,000 copies were supplied free to Members 
of Parliament, etc. There was not much of other free distribution 
except by way of exchange. 

In 1954-55, the total expenditure on these Journals was Rs. 71,658 
and the total sale proceeds were Rs. 3,593. In the year 1955-56, the 
dotal expenditure was Rs. 1.93 lakhs and the realisation was 
Rs. 12,575. In the year 1956-57, the total expenditure was Rs. 1.69 
lakhs, whereas the realisation was Rs. 23,438. Thus the Central Social 
Welfare Board had to subsidise these journals to the extent of Rs. 68,000 
in 1954-55, Rs. 1.70 lakhs in 1955-56 and Rs. 1.43 lalrhs in 1956-57. 

46. In evidence, the representative of the Board informed the 
Committee that it was not a commercial publication. It was an 
due-ative and informative publication and it was necessary to incur 
some expenditure to propagate the idea underlying the organisation 
of social services on a national scale. In order to reduce cost to some 
extent, cheaper paper was now being used and attempts to stcure 
advertisements were also being made. 

The Committee feel that the expenditure incurred in the printing 
of both these journals is on the high side. The feasibility of reducing 
rk number of copies for free distribution to the minimum should bt 
examined and efforts should also be made to  raise more funds from 
advertisements. 

MINISTRY OF EXTERNAL AFFAIRS 
Appropriation Accounts (Civil), 1955-56, Vd. VI 

Stntcmenr showing grants and expenditure relating to each Embarry, 
High Commission and other Legarions. Conwlates, etc., for t k  
year 1955-56, Grant No. 22-Exrernnl A flairs. Pages 29-35. 

47. The Committee noticed that grants and expenditure refating 
lo the Indian High Commission in London were not being shown n 
the statement referred t o  above; instead they were being shown 
eeparatcly under the sub-head 'Charges in England'. 

The Committee do not see why punts and expenditure relating to 
h e  Indian H i ~ h  Commission in London should nor o h  be shown in 
llre consolidated starcment. They, therefore. desire that this matter 
k w l d  be ranridered in consultatbn with Audit and a consolidated 



picture of the amounts spent on Indian Embassies, High Commis- 
skwrr* ctc., h b r d  be strokn in the mounts at bns p h  *srk 'th& 
ncxt year. I 

MINISTRY OF FINANCE 
I. DEPARTMENT OF ECONOMIC AFFAIRS 

Adi t  Repart (Civil), 1957 
Tripma State Bank L i e d ,  para 20 

Loss in the working of the Bank, sub-para 2, pages 16-1 7 
48. The Tripura State Bank had been running at a loss since 

1950 (the year in which it came under the control of the Central 
Government). The loss sustained by the Bank upto the end of 
December, 1956 amounted to Rs. 6,94,940. In October, 1952, the 
Board of Directors appointed a sub-committee to review the financial 
position of the Bank and to suggest improvements. The sub-corn- 
mittee, iruer alia, recommended in February, 1953 (i) the closure 
of five unremunerative branches, and (ii) the curtailment of running 
expenses of the Agartala office to Rs. 1,300 a month, and (iii) the 
maintenance of a reserve in the shape of G.P. Notes of at least 50 
per cent of the money rcalised from investments. These recommends- 
tioas though generally accepted by the Board of Directors in Febru- 
ary, 1953 could not be implemented forthwith, on account of tho 
aders  of the Labour Appellate Tribunal against the retrenchment of 
st&. The five unremunerative branches were closed down in Febru- 
ary, 1955. 

49. In evidence, it was urged that as there was no other bank in 
Tripura, banking facilities would not be available if this bank was 
c W .  Further certain debts were outstanding against Pakistan and 
tbe bank was carrying on negotiations to recover the loans. It was 
added that early in January, 1959, Government had obtained a 
liquidation order for the Bank, with the State Bank of India as the 
Liquidator. The Committee deprecate the inordinate delay on the 
wr t  of Government in raking final decision about thc closure of the 
Bank obtaining ~ h c  liquida~ion order in spite of the heavy losses in 
rts working yem after year. The losses on the bank were ridng 
steadily as the following figures of income and expenditure wiU 
show:- 
--- ---- ---- -- --" " - - . ---- - . 

Year Inc~~rnc Expend~ture 



'I'he running cxpenses o& thc Agartala Office of the Bank, the 
C o ~ i ~ r n ~ t t c c  Icnrnt, amounted to Rq. 1,700 per mensem instead of 
Rs. 1,300 per mensem as ~c ,o~nln~i ided  by the sub-committee refer- 
red to above. The Cot?trttrttee regret l o  obwrve that had rhe recorn- 
me~rtltrfion.\ of the siib-Contmittec ~ppoir~ted by rhe Board of Directors 
oj the Hank to review its finuncral position and to suggest improve- 
tnerrrs been udopred rarlicr, much of the loss could have been avoided. 
I t  NYJS ohwrretl   hut the working c,rpenser on n branch could not be 
rerllrcetl hy retrptrc.hmenr as rhc Bunk N U S  nor in a position to pay 
retrettchtncnt ber~efits to the perAons. The Committee are surprised 
at this brcctct,rent. The battk was a liubilirj from the beginning and 
I! r lac \c\ \t3cre ~rcud11y increasing. In these circumstances, it would 
ka\'c heerr prutlcnt lo have decided upon the closure in 1953 itself 
~nstead of po~rponing ir till 1959. The untrciparion o f  Government 
tlrur sotnerhinp ~ ~ o u l d  turn ~ i p  rn fhe affairs of the Bank during these 
war..\ tl~rl ~ror trplwenrl? fahe nore o f  the facr that the losses during 
the lntPrrPgl~,il~~ I, r.rc r r l t r t ! ~ t r r c ~ h  lo hc borne by  Gob ernrrtent. 

$0. The Committee undzrstand that the paid-up capital of the 
Uauk a\ on the 3 1st December, 1957 h a s  Rl. l9.83,S5O and the loss 
upto that date uas Ks. 7,29,244; thc loss during the year 1957 being 
Rs. 31.301 ! excludrng Rs. 1 ,?3,9O8 on account of bad and doubtful 
debt> not provided for 1 .  The Corrrt~itree are disrirrbeci ro note that 
111c Ijcluk 1 1 d  th11\ C O I I . W I I I C ~  uhol~r 37 per cent o f  its capital on that 
date. 
..Dclny in liclltitla!ing liability, sub-para 3 ,  puge 1 7 

51. A sutn of Rs. 25.000 uas borrowed by the Bank in Febru- 
ar), 195 1 ;it 10 per cent per annum from a pri\ate party by mortgag- 
ing a plot of land with S \tructuros thereon. The mortgagee was to 
recei\.e the rent rzalised from these structures in lieu of interest. Upto 
%the cntl of May. 19.58. the Bank reriliwd R4. 19.305 as rent. while it 
paid only R\ 1.000 to the mortgagee. 

I n  cxtenu,~tion. thc Conimittcc ucre informzd that the uhole 
,mount rodltsed bj thc Banh as the rent of the structures could not be 
paid to the nlortgagee a h  thc expenditure of the Bank was far in excess 
of its rcceIpt.\ m d  thc rent rzalised ua4 defrajsd touards the payment 
of staff, clc. Tllc Cowrnirtce cannor r r f ru i )~  from ohserr.ing that rhc 
Butd cortltl tror ka\e riro.wtr to i~cr in this t~tthusirruss-lilt manner had 
t h t ~  Mi~tistr?~ been rnoro e.uwring in rrs stunrlartis. A private bank in 
\itriiltrr c.irc*itrtlitclttc.e.\ \r*oitld cwtlrrnlp iwr.cn heen proceeded clgaimt 
l~y(rlly irtr rtit~tliatuly, 

As r c g i ~ d s  thc d i s p u d  of the lmd,  ir i5 undcrstwd that there was 
no rcspomr to thc adverti\cmcnt made in hilt}. 1957. The mortgage 
.withdrew her offer of Rs. 39,450 made in March 1958 and obtained 
possession of the land through Court on 25th May. 1958. 

The Comtni~tee, h o w w r ,  ~tndrrstnnd thnt t h ~  bank hoped ro reulise 
*about Rs. 52,000 from thc sole of the plof and there worrld be no kws 
.286 (Ai i )  L.S. -4 .  
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like rn be i,ljornted o f  thc further develop- 

52. According to Audit, the outstanding dues as on 31st Decem- 
ber. 1956 and 1957 ucre Rs. 15.60 and Rs. 14.68 respectively, the 
details of which since 195 1 are a s  follo\vs: 

-- - - ---- . ---- - - -- - -  --- 
The amcwnt of R,. 1 74 l a b \  slto\vn r i b ~ ~  against bad or  doubt- 

f u l  debts related to debtz t 1 u ~  h d  beco~nc: tmc-barred o h  thc surts 
Ivere not filed In t m e  due to lack of funds with the bank. Out of the 
amount of Rh. 4.75 Iahhs dccreed rn fawur  of the Bank, only about 
5 per cent had been r e a l ~ d .  

53. L'n\ccureJ o\erdr:tw,rl\ ,tnd cash credit\ ;~niounting ttr 
R4. 57,570 and R4 31,736, ic\pectivel~. had kc11 allouccl by the 
Branch Mmagerc, of the bank prior to ~ h c  i11lcgr:rlion of the State in 
1950, even though the! had no p o u c ~  to rlu so. Thc clain~t for thc 
amounts were htatcd to have beco111e tinlc-barred during the period 
from 1919 to 1952, a\ suit4 ncre  not filed in t i r w  for wmt  of funds 
No action uS:tc tahcn ~ r g i n s t  the I3ranch hlanagcr\ for habing excccdcd 
their powers. 

Explaining why action could not be taken ag;~in\t the Hrmclr 
Managers. the reproentativc of the Minittry stated that onc of thcnl 
had died, another had migrated to Paliijtan in 1951 and in regard to 
the third. prosecution could not bc: launchcd as a spcciiic case against 
him could not bc made out. 



From a note* furnished to thcm, the Committee observe that one 
of the bank tnanugers who war responsible for the unauthorised over- 
drujts died itt 1953. It is zhus obvious that there was enough time 
for tnX;i~g ucrion aguinrt him. The same was true in the case o f  the 
orlwr~ Manager wlw nligrrlted to Pukistan in 195 1 .  The Committee 
arc llnhuppy to see lhal the Minisrry of Finance ,should have hesitated 
in [hi\ tmtwer to tuke firm action in regard to rite bad-working and 
~ ~ ~ . \ I I T ( ~ ~ I N ~ L ~ I I I c ~ ~ ~  of tIw Tripura Bunk for such a long period ( 7  yews) .  

5.1. A leklew ur~dertahen by Audit of thc rates of interest charged 
by Gcnwnment on loans granted by them to various authorities and 
in5titutions disclosccl that the rates ranged from nil to 5 per cent per 
annun]. I t  was explained by the representative of the Ministry that 
pur\uant to the rccomnlcndations of the Public Accounts Committee, 
thc Cioicrnr~~cr~t had decided that the Interest 10 be charged on all 
loan\ in future >houlJ be at normal rates. to be determined in the 
light of market condition\, the period of loans. etc. and that if a con- 
ceairon h a \  to bc given, i t  should take the form of a direct subsid}. 

~ c ~ , I I c I \  tiw inferect in rcywct of the projects under cunstruc- 
non, thc C'cum~uttcc nerc irlfor111d t h t  Interc\t tluring t h i ~  period 
~ " i r  added on r o  the ci~plt,~i ,~d\; tncrJ h) Cioiernment. In tlric con- 
necrrp, ~irc Cortimirltv r \wrr l t l  l r h c ~  ro rn\ Ire ~Iie urrertfion of  {he Ninir- 
r n  rr 1 ~ I I C  pr(rc.tit e follou ctl h~ ~ l z t p  Inrc~rrtlrrroncd Bonl, for Rrcunstruc- 
r~on mt~l  ~ A J I  C ~ I ~ I ~ I P I I ~  ti(mri1itzg r ( >  \ r  hich ii per/o(i o f  mwarortimi 
~cm dlo~c11 ril/ fire lorrts n*tlut  inro prodwrion trnd c!c\ire !Itat rhe 
~ e [ l \ ~ b l l i t ~  fnlro(/licirrq (1 +ir?t/hr p romi~ tw  I ? I ~  btp c\~unirled mid 0 
I eport r!rcltlc t o  rt~cw~. 

55. The sundry debtors of the Security Prebs ;IS on 3 1 b t  hiarch. 
1956 arnountcd to R\. 15.24.360. This included rin m o u n t  crl 
RF. 53,852 rcprcscnting pitvtncilts n \ i~Jc  to P;~kiztm Opteca of the Prs*\ 
during 1947-48 for Pay and Allo\\i\nce. pnding their actual posting 
in Pakistan. 



56.  In evidence, it was stated by the representative of the Minis- 
try t l u ~  there was little hope of recovery from Pakistan in this case. 
The c'otnnrifree desired to be fitrrtisherl with a sfnfement showing 
~outitt.>~-~tli.~e mtd year-wise break-up o f  rlte drres outstanding against 
foreigti C O I I ~ I ~ ~ ~ C S ,  prcsiwt ~vc;iriou rt>gardiri,q their recmvry atid whether 
the Itrtl icr Jecrrriry Press rook deposits fro/rt foreign Go\*ernmenfs. But 
they rcgret to oh.ser)~ that this inforntatiotr has so far nor been supplied 
to them. 

57. Accordirlg to Audit the closing balance\ of consumable and 
capital outla)* stores of the hlint as on 3 1 st hlarch. 1956 includcd 
Stores valuing at Rs. 2-35 lakhs and Rs. 3 .50 lakhs. rcspcctively, which 
had not been used for the luqt  rnmy !.ear\. 

The Cotnt~~irret~ crpprecitrrr the pletr of 1/11* Afit1i.srr.v tho! tnese 
stores. corrvi.ctinp ttlostl~ of clc,c-rrotlc~s rrrztl otlrer r~ic~rcrllic irons, if ofjered 
tor salc iri thr /trclrXcr. ~r.cvrlri fcrdi 11 Icw. pric.e hrrr ~ ~ ~ l r l t l  i'ost nzuch 
more. lr*herz req~riretl li/tt1r. Hur 0zc.1 rrrc srrmg1,v of  opirlio11 tltat pur- 
citnses o f  srtrli .stores shorrld c ~ O i ~ r ! * \ .  hc \tx711-plrrririr~d crrrtl itaphazard 
plrrc.ha.~e.s slrnrrld he arwidccl YO rli(rr thcrt, shoitlti 1 1 0 1  hc m y  need for 
.li.rposcil of ir~z\t.(irtted .srorc.v ar ( I  ~rtl~.wq~rent dictc. 

Audit Report (('ivil). 1957 

Errorwou.\ dr;rrr.irl of  cotnrttivsio11 hj. urrr/iori.\r.tl ( r ~ i ' t ~ t v  [or rlic sole of 
Narionnl Sar~irtg.~ Xatiottal Plan Cerrifictrtes, Pura 19, Pages 15- 16. 

5 s .  A tcst audit of con~m~sI ion pa~tncn t \  rnadr to authorhed agents 
for the \ale of Nati(~i~;tl Sa\ingI National Plan certificates through 
seven post offico in the Dclhi area. conducted during January-March, 
1957 disclowd that conmiIIion nnlounl1:lg to ;ihOitt RI. 1 O,dI 1 .  111ough 
inadnli\4hle. had been deliberately clain~ed by and paid to two such 
agent\ during the period of I 8  month4 (April. 1955 to kprembcr,  
1956) eovcrcd by the t c ~ t  a u d ~ t  The irrcguliirities were reported to 
Government in April and May. 1957. Out of the total amount af 
Rs. 10.41 1 3 sum o f  Rs. 2.733.37 Ha\  stated to have h e n  recovered 
from one of the agents. I t  waq also stated Ihiit C;ovcrnnmt wcre 
taking legal action against the persons responsible for the irregular 
drawah. Departr~~ental cnquiry was  ill^ k i n g  conducted und steps 
were k i n g  taken to tighten up the procedure for the future. 



In evidence, the Committee were informed that the cases were stiii 
pending in the courts and Government would be able to recover tne 
balance of more than Rs. 7,600 from the two sureties (Rs. 5,000 each) 
of the agents after the decision of the Court. In the meantime, depart- 
mental enquiry was being conducted against the postal staff. The 
Coltirniftee desire to be apprised of the findings o f  the court in this 
ctzw as also whether the Government have been able to recover rhe 
balance of more thun Rs. 7,600 from the sureries. Further the depart- 
mentul c~nquiry against the po.vfu1 sta8 involved in this case may be 
e.\-peditetl ur~d the result thereof intimuted to the Committee. 

'I'he Cunlmlttee understand that the hlinistry propose to rntroduce 
a ncw procedure to prevent the recurrence of such irregularities. Under 
the new procedure the task of paying the Agents will ~e taken over 
by the D.G., 1'. & T. and his subordinate staff. The Post Ofiices will 
maintain scparate journals for sales throtigh authorixd Agents and 
copies of the journals will be sent to Audit Officer. Once the copies 
were sent to the Audit Officer, it would not be possible for the 
authori\ed agents to draw commission on direct sales. The Committee 
would entplmise that the new procedure should be finalised without 
further delay so that cases o f  erroneous drawal of commission by 
authorised agents for the sale o f  National Savings/Plan Certificates may 
be stopped quickly. They are not sure whether the erroneous drawal 
of commission by two Agents in Delhi Area as disclosed in the Audit 
Pum might riot be qmptomatic o f  n wiriesprend disease. They would, 
tiiercfore, urge Govcrrirncnt to intensify the check o f  claims for corn- 
niis\iotl wlrlcr the e+ti~ting p tocedur~  till it ir replaced. 

A~rdit o f  Ole-orne-rn.r receipts, Pura. 5 2 ,  Prrges 63-64 

60. Thc C'on~ptrollcr & Auditor General has observed that audit of 
receipts forma an important apec t  of Parliamentary Control in the 
Comnlonweulth Countries and there wen. comprehensive statutory pro- 
visions on the subject there. 111 India the present position was that the 
audit of receipts could be undertaken by the Comptroller and Auditor 
General of India only at the request of Government. Two major 
sources of Central Revenues, viz.,  Income-tax and Cyltral Excise had 
not been brought within the purk ie~  of audit. In May, 1956, AuQit 
made proposals to Govcromcnt for the introduction of a test audit of 
income tax receipts. 

It was disclosed by the Secretary, Ministry of Finance that the 
above proposals had already b a n  accepted by Government in principle 
and the only thing to be decided upon was whether a Presidential or a 
Governmental order should issue to implen~ent it. The Committee 
desire that early decision should be token irr the matter and a stan 
made. 



Outstanding Recommendatlow* 

Measures taken to check the evasion o f  income-tax, Para. 90. 

61. The Committee uotc the nteusures taken by the Ministry ar 
enumerated in their note (Appendix IV, Volume 11) to improve the 
position and would like to watch their working through the subsequent 
A udit Reports. 

Income-tax Cares, Para. 1 17. 
62, The realisation of the demands raised by the Income-tax 

Investigation Commission stood at Rs. 13.10 crores at the end of 
February, 1957. The Committee ( 1957-58) had asked the Ministry 
to intimate to them the progress made in the settlement of these out- 
standing cases by the middle of 1958-59. From a note? furnished to 
them, the Committee observe that as a result of the judgment of the 
Supreme Court in a case, the Department cannot proceed with the 
recovery of the amounts still outstanding and further, the original 
settlements will have to be regularised by resort to fresh proceedings 
under Section 34 of the Income-tax Act. I f  so, the Committee desire 
that re-assessments should be made quickly and proceedings initiatea 
wader Section 3 4 ( l )  (a )  o f  the Income-tax Act. 

Audit Report (Civil), 1957 

Clearame of Outstanding Audit Objections, Para. 55, Page 66 

63. The total number of objections relating to the period upto 31at 
March, 1956 outstanding in the books of Audit Ofices was 95,997, 
their money value being Rs. 57,76,90,086. 

It was explained to the Committee that the Ministry had issued 
instructions to the Ministries for reviewing periodically all the audit 
obiections pertaining to them. TAR Committee deplore very much 
this state of  aflairs. They desire to be injormed o f  the results o f  the 
instructions issued by the Ministry in reducin~ the number o f  audit 
objections. They understand that some of these date hack to 1945-46 
and their clearunce appears to haw been delayed without adequate 
reawn or justification. They strongly feel that any further delay in 
their settlement is likely to lead to t b  continuance of such irregularities, 

*Appendix I, Volumc 11. 
?Not printed. 



Outstanding Recommendations* 

Purchase of Clruncery Building, Para 83.  
64. The Committee feel that the Mini.rtry'.\ note (Appendix V ,  

.I/ollrrne 11) confirmed the observations of  the Public Accounts Com- 
~ r ~ i t ~ w  ( 1956-57) as made in para. 61 ol their Twenty-third Report tlmt 
l /rc Ministry of Fiwrnce accorded I ~ P  sanction for RT. 7) lakhs for tne 
plrrchflsc of thc hrii!rling in question without being in possesrion o f  
relevant fort\ rc~gtrrtlir~l: tirle to Droperty, etc. They are of oplnrnn 
that Government were per\rtuded to huv (1 propert}, which way encurn- 
bered by a minor's claim\ t r r d  btqhich nlw ~irb~tantiully ditfered from the 
:Icrcription in rhe origind wle ooer rrt the matter of a vacant piece of 
l a d .  They feel that the payment o f  .virch cr high comrnissior~ as 
Ks. 1,36,06O to the Bank,  ~3hich acted ( 1 5  a middleman, was alro 
unauthorised. 

Control over grorrt-aided bodies, Para. 1 76. 
65. The Committee of 1957-58 had desired that the Ministry of 

Finance should take up the question of control over grant-aided bodies 
and furnish a note to enable them to consider the matter in further 
detail. The Comn~ittce understand that the Ministry of Finance have 
called for the views of the administrative Ministries on certain aspects 
of this problem. The Committee desire the Ministry of Finunce 
(Department of Expenditure) to expedite the final decision in the 
matter. 

REHABILITATION FINANCE ADMINISTRATION 
Para. 21 of Audit Report--General Review of the Working of tbc 

R.F.A.--Sub-para. (2). 

66. The accounts of the Rehabilitation Finance Adminispation 
for the year ended 31st December. 1957 showed a loss of Rs. 3-76 
lrikhs and the total loss suffered by the Administration from 1948 till 
3 1 st December, 1957 amounted to Rs. 168.26 lakhs. 

The total debit balances against the loanees on account of principal 
and interest as on 31st Decemhcr. 1957 \nfere Rs. 834.55 lakhs aod 
Rs. 131.98 lakhs rcqpectively out of which the amounts of overdue 
instalments of principal and interest were Rs. 374.71 lakhs and 
Rs. 106.18 lakhs respectively. 

From a note (Appendix V1. Volume 11) furnished to them, the 
Committee learn that in the case of displaced petsons from West 
Pakistan, according to an estimate framed by the Rehabilitation 
Finance Administration in 1955, a sum of Rs. 4 -  13 crores was expect- 
ed to be realised from compensntion claims of the laanecs. A test 



dheclc of actual realisations against the amount expected to be recovered 
was carried out by the Chief Administrator, R.F.A., at the instance of 
Audit in 20 per cent, ( a b u t  Rs. 20 Iakhs) of the amount already 
recovered and credited to the Administration by the A.G.C.R. It was 
stated that the progress of recovery \\as found to be not Icss than the 
estimated figure. A sum of Rs. 187 .37  lakhs was realised up to 30th 
June, 1958. 

In accorddnce with tile recent decision of the Ministry of Rehabili- 
tation, R.F.A. dues could also be adjusted out of the compensation 
claims of friends and relations of the borrowers. In several cases of 
borrowers R.F.A. realised the dues in cash also. Thq position regard- 
ing the recovery of loans in respect of this category of loanecs(i.e. 
those holding compensation claims) was, therefore, stated to be satis- 
factory. 

The Commirrce woirld l ike  to wotclt the progress made itt the 
recovery uof the bcrlancc of loons oirfstaridin~ ogrzinst the l omees  from 
West Pakisrnrl rltrorrglr srtbseqrrcwr Audit Reports. 

67. Under Section 13 (6 )  of the R.F.A. Act. 1948 the Administra- 
tion is authorised to take such security for any loan, as it may consider 
necessary in addition to the mortgage of assets created by the loan in 
terms of section 13 ( 5  1 of the Act. Accordingly, loans are advanced 
n~ainly against personal securitj. and the security of guarantors. But 
the credentials of thc guarantors are stated to be seldoni verified 
independently by the Administration. which usually accepts either the 
statement of the party about the guarantors' financial worth or the 
affidavit given by the guarantors thcrnsclves declaring their f nanciol 
position. In many c a m ,  the so calieci guarantors turned out to be 
'nothing but mythical persons'. 

68. In evidence. explaining the reasons why the guarantors were 
not able to fulfil their guarantets, the representative of the Administra- 
tion stated that the Administration's main task was to rehabilitate the 
displaced persons and so i t  had to accept uhatever guarantee and 
financial backing could be go1 from the guarantors. As the guarantors 
themselves were displaced person> in many cases, they were not able 
to fulfil their guarantees. 

The Committee, however, understood that the m o u n t  outstanding 
in cases where the guarantors turned out to be 'mythical persons' was 
Rs. 39,114 upto 3 1 st December, 1957. Recovery against the rincipal 
borrowers in these cases was being pursued through the Col cctor of 
the District concerned. 

P 
While the Committee recognise that the primary object o f  the 

Administration is to assist in the rehabilitation oj displaced persons 
without sutficient means to furnish adequare security, they see no reason 
why the credentials of fhe guarantors could not be vertfied independ. 



crttly by the Administrution in order to ensure the physical existence 
of tire guarantors and to assess the real value of  the guarantee oflered. 
i"/x Committee would stress [hut the re.spon.sibility for the non-verifica- 
twn of the guarantees und o f  the properties mortgaged should be fixed 
c t t d  ucriott tuken uguir~st rile H.F'.A. ofl~ciafs respottsible for such lapses 
W E  their part. 

69. Out of about 12.000 loanecs about 100, against whom a sum 
of over Rs. 7 lakhs was outstanding on account of principal and interest, 
are stated to be untraceable. In a number of cases their guarantors 
were also untraceable. 

70. In evidence, the representative of the Administration stated 
that these loanees and guarantors were mainly displaced persons from 
East P~ikistan who had not settled at one place. The Administration 
had to depend on the report of its field staff. The local people also 
did not co-operate H ith the field staff in giving correct information 
rcprding the whereabouts of such loanees and guarantors. It was, 
therefore, dificult to trace them. However, the number of both 
loanees and guarantors .usho were untraceable had come down to 85 
on 31st December, 1957. 

71. The Committee in para. 125 of their Seventh Report had 
&sir& to be mtonncd of the various steps so far taken by the Adminis- 
tration in either tracing the loanees or their guarantors. In a note 
subrnlttcd t o  t11c.m (Appcnclis k'I1, Volume 11) the Administration has 
stated the v~rious \ t e p  \ ih~ch  are gcneraily taken by the R.F.A. in 
tracing out the untracedhlc loanees and, or guarantors. As a result 
of cfforts made b thc :4dminimation out of 142 cases in the Eastern 
Rcgion where Ioaneej and or guarantors were untraceable aj on 31st 
Dccernber, 1956, in 57 cases borrouers and or guarantors were located 
upto 31s: Decc~nbr ,  1957. Uut the amounts realised from them 
during thc year ended -3 i st Dccemkr, 1957 were Rs. 2,496 and 
Ks. 8,374 only on account of principal and interest respectively. The 
amount outstanding against 8 5  loanees and 'ar guarantors, etc. who 
nerc still untraceable ~ 4 s  Rs. 7.09 iakhs on 31st December, 1957. 

The above figures dibclose a very unsatisfactory picture in so far as 
the recover of these loans is concerned. The Committee have already 
rcfqred to this in para. 126 of the Seventh Report (Second Lok Sabha). 
They would reiterate here that rctttess action is taken to derise suitable 
measures to eflect the recoveries, there is risk o f  their becoming irre- 
corwable. 

Lmns advanced in spire o f  adwrse reports by the local aurhorities/ 
State Gavernment or Field Staf-sub-para. ( 5 ) .  

72. In order to ascertain the financial position, business experience, 
reputation and eligibility of the applicants for loans, the Administration 



-,causes investigation to be made through its officers on spot or 
throu_eh the local authorities. In some cases the Administration sanc- 
tioned loans in excess of amounts recommended by the field staff or 
contrary to the advice or recommendations of local authorities. In a 
few such cases, the loanees and guarantors were reported to be 
untraceable. The Administration also did not record the reasons for 
disregarding the recomn~endations of .the men on the spot or tile local 
authorities in cases where the Administration for good reasons felt it 
necessary to disregard such recommendations. 

73. In evidence, the representative of tile Administration stated 
h a t  the ultimate decision to sanction the low in each case was taken 
by the Adniinistration itself after taking into consideration the state- 
ment and other supporting documents submitted by the applicant him- 
self and the reports of the Deputy Commissioner and/or . the local 
authority and the field staff. It was, however, admitted that in some 
cases where the loans were sanctioned against the advice of local 
authorities or field staff, the Administration sustained losses. The 
,Committee learn that in cases where the recommendations of the 
Branch of the R.F.A. or State Governments have been disregarded. 
reasons for doing so are now being recarded. 

The Committee desire that the cases in which loans were sanctioned 
by  the Administration in disre,garri of the advice given by local authori- 
ties or their own field s ta t  and which conseqrctntly landed the Adminis- 
tration into financial Iosses should he inwstigated and responsihiliry 
@red. 

Omission to incorporate important terms and cnnciirions in the letters 
of sanction of loans-Sub-para. ( 6 ) .  

74. In a number of cases. the terms and conditions under which 
loans were sanctioned by the Administration had not been incorporated 
in the letters of sanction and therefore, certain essential securities such 
as mortgage of property, p:inicsq own investment, etc. had not heen 
demanded before disbursen~:~t of the loan amounts. A few examples 
pointed out by Audit are given below: 

--- -- - - - - -  _ _ . _"- __I . - - 
Serial Loan Account c I \ U I C  13,ne.tl C:cmdttihsnr 
No. No. Advanc: Arnounr ( R s  ) - - -  --.-- 1 _^_- ---- .---__-_ - 

I 95 18-1-1949 8,030 I .  The party shall tnvcst Rs. 4,000. 

2 10,5orj 2 7 - 1 - 1 9 5 4  ro . cm~ 2 .  hlnngagc of immcwibtc pro- 

RC r f i c s  which wrrc worth aholt 
s. 1 2 , 0 0 0 .  

3 10,743 29-1-1954 7,oso 3.  Mortgage of immnvahlc ptn- 
pcrtics in rhr Indian Union 
which wcrc worth a b m  
RI. 7,600. 

4 rzr3d a-rz-tg~4 7,002 4. The perty8h.ll inn8t  Rs. 3,000. 
.- 



75. In evidence, it was stated by the representative of the Adminis- 
itration that these cases came to notice for the first time only when 
Audit pointed them out. As-the officer responsible in the Adminis- 
tration for the omissions in these cases had since died, no action could 
be taken in the matter. 

The Committee learn that the terms and conditions including oae 
regarding parties' o~ 11 invcst~nent on which loans are sanctioned are 
now being properly included in the letters of sanctions issued to the 
applicants. Internal Audit has now been arranged to check up all tbe 
loans deeds to find out cases in which the prescribed conditions had 
not been fulfilled. They ~ w d d  like to be apprised of  the result of the 
investigation made by the Internal Audit and the measures devised by 
the Administration to tone up its internal working. 

lrregrilurities in the Adminisrratic)n of  loans and recover?! proceedings 
sub-para ( 8 ) 

76. The Committee also considered some of the cases described 
in Appendix X of the Audit Report (reproduced as Appendix Vm, 
Volume 11) which were illustrative of the irregularities that had oc- 
curred in the grant of loans and recovery proceedings. All these in- 
stances indicate that the officers responsible for the sanction of loans 
did not conduct proper verification of the guarantees and of proper- 
ties mortgaged against loans before payment. Disregard of these ele- 
mentary safeguards exposed the Administration to serious financial 
losses. Expeditious action to recall the loans and to intimate the Col- 
lector the recoveries due was also not taken even when the loan was 
not utilised by the loanee for the purpose for which it was intended 
or the instalments due remained unpaid. Cases of default referred 
to the Collector were stayed again and again and efforts made by the 
Administration to compromise with the loanees proved ineffective. 
In a number of cases, the loanees were found to have frittered away 
their assets before the process of recovery through the Collector could 
be started. The Commirtee could not get any satisfactory o m e r  
for not taking action promptly. They called for further informaion 
in respect o f  some of these cases which is still nwaited. They desire 
that this information be furnished without further delay. They we 
concerned at the ~rnhrrsiness-like manner in which the Administrotim 
is conducting its @irs and wortld suggest that Government should 
look into this before it becomes too late. 

The Committee are surprised as to why the oflcers rrpresentig 
the Central Government on the Board of the Adminisiration did not 
bring these irregularities to the notice of Gn~wrtmenr. It war 
their duty to report to Government whrrc they had any doubts about 
the proprietv of ans transaction, so ihot Gosernmenr could ta&e 
timely actbn to set things right. A few mare cases have come to the 
notice of the Committer where Government rcpresenrarives on such 



Boards failed to warn Govcrmnent in time regarding the unwise 
activities or investments ctc. of  sirch Boards. They trust that Gov- 
ernment will impress upon their riominees on autonomous b o d i ~ s  
this important aspect o f  their duties. 

77. The Rehabilitation Finance Administration charged from its 
oEcers the rent for hostel accorumodation allotted by the Estate 
Officer at the rate of 10 per cent of their emoluments instead of at 
the full standard rate under rules framed by Government which were 
also adopted by the Administration. This resulted in an under-charge 
of Rs. 3.325 upto 3 1 st December. 1954, the date on which the mistake 
was rectified. 

The representative of the Ministry stated in evidence that there 
was a mistake in this case ins5much as the orders issued by the 
Central Government in this behalf were not quite clear. But it had 
now been set right. However, it was not possible to recover the 
amount undercharged from the officers concerned as the concession 
was given according to the orders of the Government. 

The Comtnittee trust that Government would issue standing in- 
structions regarding the recovery of  rent from the employees of all 
Stare Undertakings, airtonomoils bodies, cic. who are allotted Gov- 
ernment residences, if not alrendy done. 

Outstanding Kcconimcndation~" 

Provision for Bad and Doubtful Debts 
78. In para 128 of their Seventh Report, the Committee ex- 

pressed their concern over the mounting rise in the bad and doubt- 
ful debts of the R.F.A. The Administration was stated to be devising 
in consultation wlth the Comptroller and Auditor-Gencral a suitable 
formula for calculatior~ of bad and doubtful debts. 

From a note (Appendix IX, Volume 11) furnished to the Com- 
mittee, they learn that for assessing tbe quantum of bad and doubt- 
ful debts for which provision was required to be made in R.F.A.'s 
annual accounts, instructions had been issued by the Ministry of 
Finance to R.F.A. under Section 19 of the R.F.A. Act, 1948 in 
consuitation with Audit that each loan account should be scrutini;llc8 
and debts classified on the basis of security in each case. Accordingly, 
each advance has been*. scrutinisad and classified under various 

- - -  - - -.-.. _ .I-̂ .I -* - I  l. --.-"-- 
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heads so as to show amounts ( i )  secured fully or  in part by tangible 
security, ( i i )  secured fully or  in part by the guarantee of third parties 
and loanees' business assets and (iii) secured fully or in part by 
loanees' business assets only. The amounts not so covered are 
cIac\ified as bad and doubtful debt\. The R.F.A. had alw finaliscd 
the methods for valuation of securities and other details for imple- 
menting this in consultation with Audit. 

The Cornm~ttce note that at the close of the year 1956. bad and 
iloubtful tiehts \$we to the tune of Rs. 88.88 lakhs, whereas the 
iigures of such debts rose to Rc. 92-26 lakhs at the end of the year 
1957, according to the neu cldssiiication. On the other hand, the 
loans outstanding decreased from Rs. 10.33 crores in 1956 to 
Rs. 9.67 crores in 1957. Thus the percentage of bad and doubtful 
dehts ha5 i n c r e a d  from 8 . 6  in 1956 to 9 . 6  in 1957. 

INDUSTRIAL FIN A W E  CORPORATIOS 
Outstanding Recomnlendations* 

Ritles unticr Sectiorl 42 of r l w  I.F.C. Act 1943 
79. The Car!;;. :rtcc In para 107 of their Fiftecnth Rcprt  (First 

I.c& Sath i )  rccornmcnded that Goirrnment should take early action 
to fr~trne Rules under Section 42 of the I.F.C. Act and lay them on 
the Table of rhc House. The C'omrn~ttee Here informed that the 
f i ~ l c .  under Sect~cw 42 of [hi. A c t ,  called "The 1.F.C'. Kui:.. 1957'' 
h c l  a l r c , ~ d  hccn f r , ~ n i d .  I t  u a\,  howev~r ,  contended that 
ilndcr thc l.F.(' Act. the Ritlcl itcrc: not required ti> he I d  
beforc P.~rl~.~r~icnt On the ,~ttention of the representatiic of I!U 
3 l i n i q  being d r w n  to an ' iswance given in Lok S b h a  by the 
then hliniltcr of Re\cnue ;rnJ Defence Eyxnditurcs on the 2Rth 
July. 1955 rcprding theke nllec k i n g  laid on the Table of the 
floilw, the r~p~e\enta t ivc  of the >?inistry agrced to I? such rulzs 
r m  the 'l'i~blc o f  t . oh  Sabha 'Thr\e rule*; \\ere accordingly Inid on the 
Titblc of  LO^ Sahhil on thc 5th March. 1959 (The rules had already 
k e n  laid in Rajya Sntrha in pursuance of a similar asurance) .  



Znjurrning Parliurrzettt ohout grraronrce gibqen by Governmerit whi& 
involved a corttblgcnt liability on the Cottsoliilared Fund of India 

81. In evidence, it was stated that the Budget Division 01 me 
Ministry of Finance (Dcpartmcnt of Economic Affairs) had taken 
up this xlnttcr uith Audit regarding the form in which this inforrna- 
tion . '. x ~ l d  bc rcportcd to PL~rlianlcnt. 7 ' h  C'c?mmittcc ~ w d i l ,  in 
tile mctlrlrrr~c*. I ! I ~ C >  thc (;or rrilrurnt to c ~ \ p d ~ t c  their. dwisiorr in llrc 
matter. 

82. The Public Accounts Cornnlittcc ( 1957-58) had desired thur 
the question as to uhethcr the smctio~~ of thc Ccntral Ciovcrnnlcni 
was necessary to the payment of the terminal leave ~ralary for rtx 
months to the foriner blanaging Dlrcctor of thc 1.F.C'. uncicr ttic 
terms of his appointnlent in accordance ~ ~ t h  thc prwlslon of tiic 
I.F.C, Act, 1948 Lx rcfcrrcd to thc Attornq Cicr~crdl t o r  h ~ \  opinion 
and advice. 

83. In evidence. thc C'otnrnittcc ucrc inforn~ed h i 1 1  clccortling 
to the reviwd draft w n i c c  rcgulat~on\ of the 1.F.C.. such c w s  
would not ariw in future. 



Review of loan uccout!ts--para 139 
84. In par;i 139 of their Seventh Report the Committee had sug- 

gested that kith a view to bridging the gulf between the amount of 
loans sanctioned and the loan?; actually availed of, Government 
should exasnine the various stages laid down by the Corporation 
right from the stage of rccepit of applications till the actual payment 
of the loan and see !$hat improvements could be effected. 

The Co~nmittec under\rartd that this rnotrer is still unrler con- 
,\idr:.ri~torl o;  ilw Mitli~try oj F i r i ~ l m  It1 co~si t l f~i t ion rt.ifh the Cor- 
poration. T h y  would emphnviw fhe need for an early exanlination 
of  this case. 
Jnfrrtcfuorts csperditrlre in the ln~rnching o f  the project for the build- 

ing o) ~ h c  C'orporiciiorr Officer 
85. In para 143 of their Seventh Report (1957 -58 )  the Com- 

111ilicc dc,ilcLi !ii;tt i ;o\cinnient \bould Ini'e~tlgate the Inatler ~ i t h  a 
view to fixing responsibility for the launching of the project for the 
building of the Corporation Offices which had resulted in an in- 
fructucw\ cxpcnclitult: oi i is.  2 lahh\ .1nd rcport to them the s t cp  
taken to effiect recovery thereof. 

86. In  cvdencc, thc C'hd~rnian. I F C .  jtdted that the Board 
of Directors of the I.F.C. was rcjponsible for both the decision for 
1,tunching the project and later on abnndonmg i t .  The decisions of 
the Bo.ird of Directors includ~ng repreentatives of the Ministry on 
the Board ucre unanimous in t h k  regard. It  %as urged that when 
the f i n t  drci+ion to conwuct the building \$as taken on 8-10-1949, 
it u u  estimated to co\t a h w t  R,. 36 lakh4. But o ~ i n g  to subse- 
cliicnt Llcldrtron\ ,inJ L ~ l t c r . i t ~ o ~ ~ \  wygc.stcJ therrm. the cost %as cx- 
pected to go up. . Thc 10iseht tcnder rrcci\etl for the conqtruction of 
the building \!as Rs. 61 IdLhs The L olporation l i ~ c i d , ~  abandon 
the Project 3 4  thc C O F ~  ua4 too high. 

F!OIII N I I O I C *  irrrrri4eJ i! ic  ohr?iuc\ ro rhe Committee rhut the 
Corporation m ~ i l d  hmve easily ci\-oirleci 011 this labour and the in- 
fruc'ttcoitv c tl)twdif~rrt' o f  Rv. 2 lcikhv \c,ith CI little fnrevight. 

87. In para 148 of their Seventh ~ i p o n  (Second Lok ! h b h . ~  r ,  
the Committee desired to bc infornmi of the find outcotnc ot 

% , ~ r  p r l  IIC,I .  



action taken against the guarantors lor making good the loss of 
about Rs. 50 lakhs sustained by the Corporation in their deal with 
the Sodepur Glass Works which had been written off. The Com- 
mittee understand that thc Corporation, having failed to come to a 
satisfactory out-of-court settlement with the guarantors, have filed 
a suit against the guarantors and the Company in the Calcutta High 
Court on 19-9-1958. 

The Committee should be informed o f  the final outcome oj the, 
Corporation's action against the guarantors, etc. 

MINISTRY OF FOOD & AGRICULTURE 

Audit Report (Civil), 1957 
Paytnent of grunts-in-aid in c.vce.ss of r.equir.entct~t.s-Para 30, P ~ g c  35 

88. According to Audit, Rs. 21,20,300 were paid to the l n d ~ a n  
Council of Agricultural Research for various research schemes which 
terminated between 1946 and 1950. The Council remitted 
Rs. 16,39,226 to the various agencies for conducting research on 
approved schemes. Statements of expenditure, incurred by them were 
still wanting in many cases. Out of the balance of Rs. 481,074, a 
sum of Rs. 4,37,362 had since been rcfunded and the balance either 
utilised or retained for settlement of old debits. After the tcrmina- 
tion of the schemcs: the research agencies had. however, not asked 
for additional funds. As regards the grants drawn during 1952 to 
1955. either unspent balance\ had been refunded or liuaiting refund 
pending receipt of audit certificates. 

89. In evidence, the Conlniittee were informed that grants were 
paid to thz State Governments for various schemes, the accounts of 
which could not be received unless thc schenles terminated. But in 
the present ca$e, Rs. 4.37.362 had already been refunded to Govern- 
ment. From statementVurni~hed to them, the Committee notice 
that this amount was refunded on various dates between the 26th 
July to 18th October, 1957. The Committee observe that the provi- 
sions o f  Rcrlc 207(2)  o f  General Financial Rules, Vol .  I ,  ctccording 
to which only so much amoltnr of grants ,should he drown as was re- 
quired during a year, were not followed. F~trther grants were con- 
tinued to he paid without verifving whether the grants ahead?! paid 
had been  full^ utilised. 

As regards non-submission of accounts of various schemes by the 
State Governments, the representative of the Ministry observed that 
in case the accounts were not received within a year after the end of 



b e  financial year, further grants would be stopped. In reply to a ques- 
tion, the Committee were informed that it was not, however, bang 
adopted in actual practice. 

From a note* furnished to them, the Committee note that the audit 
oh the accounts of the schemes under the control of various State 
Governments was not taken up by the State Accountants General 
concerned immediately after the close of the financial year. In a 
number of casest they were unable to submit the audit certificates by 
December (as scheduled) as the State Governments were unable to 
supply them information in regard to the apportionment of expendi- 
ture between them and the I.C.A.R. according to the conditions gov- 
erning the Council's grants. While it would be desirable to attach 
certain conditions to the sanction in order to ensure the timely s u b  
mission of accounts and audit certificates thereon, the Ministry felt 
that one year was too short and it should be two years instead. In 
other words, this would mean that in respect of schemes in operation 
during the year 1959-60, audited accounts should be available by the 
year 196 1-62. 

While the Committee are inclined to agree in principle to this 
suggestion of the Ministry, they desire that it should be examined in 
aonsultation with the Comptroller and Auditor General. In the mean- 
time, they desire that the Ministry should impress on all concerned the 
ntxessity of  finalising the accounts quickly and submitting the same 
to the I.C.A.R. for scrutiny. 

90. With regard to short payments against the sanctioned grants 
during the years 1952 to 1955 as mentioned above, the Committee 
were informed that they were due to late starting of the schemes. The 
Committee, however, feel that such an explanation could be valid for 
the first year and not for subsequent years. 

The Committee are glad to learn that the suggestion made by them 
to place at the disposal of  the I.C.A.R. a lump-sum as grant-in-aid 
which will be used a.v a permanent revolving fund instead of 
arinud grants-in-aid by Government, has been accepted by 
the government. Apart from eliminating the question of surrender of 
unspent balances, it will ensure continuity and- better utilisation of 
available funds. The Committee, therefore, desire that the initial 
constitution of this scheme should be worked out in consultation with 
the Ministry of  Finance and Audit. With the establishment of a per- 
manent Fund, the I.C.A.R. will not be required to issue yearlyt 
mnctions for purposes o f  drawal of grants-in-aid before the close of 
he financial year. 

91. Another su~gestion which the Committee commended to tk 
Minbtry war the desirability of placing at the disposal of the State 
-- --- --- - ----.- _ _ _ . --_ - I- 
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Governments in the first instance, 25% of the amount sanctioned by 
the Government of  India for various Schemes and releasing the balance 
of the amount subsequently when it was proved to the satisfaction 'of 
I.C.A.R. and other such bodies that the grantee had actually the 
capacity to spend on the schemes concerned. The Committee are glad 
to learn that the Ministry are inclined to accept it. They desire that 
early action should be taken to translate this into action. 

The Committee hope that these changes should go a long way in 
resolving the present dificulties facing the I.C.A.R. on account of  the 
non-wilisation of  funds by the State Governments or their non-sur- 
render within the prescribed time limit. 

Appropriation Accounts (Civil), 1955-56, Volume V11 
C.T.0.--Government Capital Accounts, Note 9 ,  Page 108, Granr 
No. 123 

92. Audit has reported that total withdrawals from the Treasury 
upto the 31st March, 1956 taken into proforma account exceeds the 
accounts figures by Rs. 50.12 lakhs and the cash remittances into the 
Treasury, credit book adjustments, etc. included in the Proforma 
Accounts upto that date are less by Rs. 8.97 lakhs as compared with 
the accounts figures. The difference of Rs. 59.09 lakhs remains to 
be reconciled. 

The Conimittee note that the unreconciled figures had been reduced 
to Rs. Z46.000 at the end of 1956. While they would like to know 
the latest position in this regard, they are of opinion that if figures are 
not reconciled regularly. losses and shortage5 will go undetected for a 
long time until it becomes too late to take action. They, therefore, 
stress the need for timely rccoi~ciliation of figures. 

l'rarzsfrr to the Errnrl for the benefit of Cotton Growers, Nos. 8 ,  p a s  
43. Grant No. 43 

93. It was explained to the Committee that the object of the Fund 
was to bring the largest possible acreage under the improved varieties 
of cotton. The fund was administered by the Ministry of Conltnerce 
and Industry. 

The Committee desired the Ministry to examine in consultation 
with the Ministry of Commerce and Industry and furnish a note 
regarding the feasibility of administering the Fund by the Ministry 
of Food and Agriculture and continuation of the same with larger 
grants year by year to increase the production of long staple cotton in 
the country. 

From a note* furnished to them the Committee observe that the 
present utilisation of the Fund was by and large confined only to the 

- - - . - - - - -- - - - - - -- - 
'Not printed. 



development of medium and long staple cotton cultivation which was 
the primary concern of the Ministry of Food and Agriculture. The 
Fund was, however, also meant for utilisation for price support, in 
case prices of indigenous cotton went below the floor prices, which 
concerned the Ministry of Commerce and Industry. 

The Committee are glad to learn that the Ministry o f  Commerce 
and Industry, who were consulted in the matter have agreed to trans- 
jer the Fund to the Ministry of ,Food & Agriculture on the understand- 
ing that in case price support became necessary in future, the demand 
for finances for that purpose would be met from this Fund. The 
Ministry oj Food & Agriculture have also no objection to the Fund 
being transferred to its control. The Committee, therefore, trust tha! 
on this basis the Ministries will go ahead with the implementation of 
this suggestion. 

Outstanding Recommendations* 

Wasteful expenditure on air freight, Paras 150-1 52 
94. The Committee desire that the Ministry o f  Finance should 

make specific provisions in the existing rules on the subject in respect 
of air-lifting o f  stores in emergencies and a serious view should be 
taken o f  cases in which officers violated these provisions. 

Unnecessary purchase of machinery, Paras 162- 163. 
95. The Committee would like to be informed whether the target 

dare viz. 3 1.12.1 958 prescribed for the disposal o f  the entire lot of 
stores in the Central Tractor Organisation so far declared surplus had 
been adhered to. 

Disposal of non-trcrctor parts ns are not reqlcired for use in the C.T.O., 
Para 164 

96. The Committee desire that \~.'hile assessing the profit or loss 
in  the disposul of non-tractor parts as were not required for use in the 
C.T.O.; Government sholtld also take i rm account the element of in- 
terest on the capital spent in purchasing them. 

Audit Report (Civil), 1957 
Loss o f  Government dues owing to failure to pursue clnims, Para 

32 (a) ,  Pages 35-37 
97. During 1947 nine ships were chartered from a shipping com- 

pany for the carriage of foodgrains from a foreign country to India. 
- - - . - - - -  . - -- - - - -  
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Th6 responsibility for the final settlement of dollar claims arising out 
of these shipments devolved upon the India Supply Mission. For the 
first time, in October, 1948 the Embassy in that country informed the 
Mission that an amount equivalent to Rs. 1,696: 86 was due from the 
company on account of damage to grain in one of these shipments. 
No action appeared to have been taken by the Mission for the recovery 
of that amount at that stage. In April, 1959 the Embassy informed 
the Mission, that the total amount due from the Company on account 
of damage and short delivery of grain in India in December, 1947 was 
Rs. 1,12,428.47. By that time, however, the claim had already be- 
come time-barred. On that claim being presented to the company 
in November, 1950 by the Mission the former, however, gave an as- 
surance that an immediate investigation would be made. 

The shipping company was reorganised in 1952. At the time of 
the rwrganlsation proceedings an order was passed by a court of that 
country on the 23rd February, 1952 requiring every creditor of the 
company including the Mission to appear in court on the 18th April, 
1952 and show cause in support of claims. A copy of the court notice 
was sent to the address of the Mission and the notice was also publish- 
ed in the Legal Bulletin. But no action was taken by the Mission to 
present its claim in the court on the appointed date. In March, 1953 
the shipping company brought the delay in settlement of some of its 
own claims against Government to the notice of the Ambassador. 
A review conducted by the Mission at that stage revealed that, after 
adjustment of the Company's claims, an mount  equivalent to 
Rs. 1,62,341 (inclusive of the amount mentioned above) was due to 
Government from the company. The legal adviser, however, pointed 
out in October, 1953 that all claims against the company had become 
timebarred owing to the failure of the Mission to prove its claims 
during the reorganisation proceedings. 

98. In evidence, the representative of the Ministry of Works, 
Housing & Supply admitted the failure of the Supply Mission in nor 
taking timely action. The person who was responsible for this w u  
a local recruit and had since resigned his job. The Commitcec con- 
sidered this explanation as unsatisfactory. They desired that the 
Secretwy, Ministry of Works, Housing and Supply should look into 
the case himself by calling for the relevant papers from the Mission 
and furnish a comprehensive note to the Committee. The Commfrtce 
understand that the Ministry have called for the or&d papers from 
thtf Mission. They would like to have the note early. 

The Committee learn that according to a recent legal opinion, rk 
claims could still be pursued with the firm and accordingly the Mhlon 
war holding further discursions with the firm and hod asked for 6 
months' time to finaliw the sume. The Committee would like to ba 
informed of the outcome of  these dk&w. 



Loss of Rs. 86,762 owing to  the failure to pursue claim,  Para 32(b),  
Page 37 

99. Similarly, in seven other cases claims on account of despatch/ 
demurrage money and other miscellaneous dues were not properly 
pursued with the result they became time-barred and had to be 
abandoned, the total loss involved being Rs. 86,762/-. 

The Committee feel that failure to  pursue claims is a chronic 
disease with the Mission. They are amazed at the explanation of thc 
Ministry that these were old cases relating to  1947-48. The Com- 
mittee regard it as highly unsatisfadory that the oficers responsible in 
the Mission should have acted in this light-hearted manner without 
realising the fillancia1 implications thereof. Considering the number of 
cases, and their quick succession, the Committee are led to the impres- 
sion that lack o f  Control from the Ministry had led the Mission to act 
as it chose. The Committee, therefore, desire that the Ministry should 
review the working of this Mission in this background and take all steps 
necessary to ensure that it acts in a business-like manner in purchases 
abroad. 

In this connection, the Commirtee had desired to be furnished with 
a note rndicating when and in what manner the Ministry had expressed 
their dissatisfaction against the officer7 concerned in the Mis~ion. The 
Commirtee ur~derstand that the Ministry have called for the original 
papers from the Mission. They, therefore, defer considerotion o f  this 
core till they receive the note. 

Failure to pursue u claim for Rs. 23,809.50 Para 3 2 ( c ) .  Page 37 

100. An amount equivalent to Rs. 34,208.80 accrued to Govern- 
ment on account of despatch moncq earned at the port of discharge in 
connection with the transportation of cargo of foodgrains from a 
foreign country to India in a vsscel chartered in London in April, 
1947. The discharge of cargo in 1nJi.l was cdmpleted by the end of 
July.  1947. The Lcp l  Adviser of the Mision recommended aceep 
tance of a compromise offer of Rs. 23.809.50 from a vessel's agents on 
account of despatch money made in September, 1950. No action was, 
however, taken by the Mission till May, 1954 to accept the compromise 
offer. By that time the claim k a m e  time-barred and the agents 
repudiated their liability in the case. 

It was explained to the Committee that the Minister in the Mission 
thought that nobody clsc beyond one foreign recruit (who had since 
resigned from service) could be held responsible for the lapse. The 
Committee, however, desired to be furnished with a note stating the 
Ministry's findings after the study of the case at their end and the 
dlscrplinary actjon taken or proposed to be taken against the oflcials 
at fault. tn this case too, the Committee understcurd, th t  Ministry haw 
eallCd for the original papers for a fresh appreciation of the podtion to 
determine whether any other oficcr could be held n s p o ~ b l c  in uny 



manner, and if so, whether suitable action should be taken agatnrr 
him. The Committee have agreed to the request of the Ministry for 
a period of 3 months to submit a final note, duly vetted by Audit. 

Appropriation Accounts (Civil), 1955-56, Vol. VII 
Trading loss on sale o f  rice, Note 5, Page 82, Grant No, 45 

101. Early in 1955, Government had a stock of about 15 lakh 
tons of rice. In view of the fall in the open market-prices of rice, 
these stocks had to be disposed of at prices lower than the economic 
cost resulting in loss. estimated early in 1955 to be of the order of 
Rs. 45 crores. 

The losses written off in 1956-57 m d  in the following years are 
as below:- 

1956-57 Rs. 3 crores. 
1957-58 (Revised Estimates) Rs. 3 crores. 
1958-59 (Budget) Rs. 3 crores. 

102. In evidence, it %as stated that the Central Government had 
dticided to take over the stocks of rice as a result of decontrol of rice 
all over the country. Government had to bear the loss as the prices 
went down. 

The Committee, however, did not feel satisfied nith the expla- 
nations given by the Ministq,. They bc-anted to hm,e a detailcd note 
indicating whether the entire loss way rrrtavoidahle nnri Cor.errrrncnr 
could not have delayed the disposal o f  the stock w+ten tlw marker ulm 
falling. This note is still awnited. 

Outstanding Adr.ance.r, Audit comments, Page 98 Note 2 ,  Grant 
No. 122 

.. 143. The Committee note that detailed nccmtrrts o f  foadgrainv 
amounting to Rs. 10.16 crores purclwrcd are still awaited by thc Pay 
and Accounts Oficer. They would likc rhe srtbmissio of accounts 
to be expedited. 

Outstanding Recommendations* 

Loss an the purchase o f  condensed milk, para. 49 
104. The Committee desire the Minislry to inform them of the 

hesi position in regard to final action taken in the matte.  
.---- ---*.--.- - -  -- ---" - - . - -- --- 1__- I .- I 
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MTNIST'RY OF HEALTH 
Appprhtbn Accounts (Civil), 1955-56, Volume Vm, Grant No. 

124--Capital Oatlay of the Mhistry of Healfh 

National Water Supply and Sanitation Programme, sub-head B. 1 (2), 
Page 32, Note 7 ,  Page 33 

105. According to Audit, in the First Five Year Plan, a sum of 
Rs. 18 crores (12 crores for loans and 6 crores for grants to  State 
Governments) was allocated for the National Water Supply and Sanita- 
tion Schemes. Rs. 4.5 crores were provided during 1955-56 in the ab- 
sence of any concrete data, merely because it represented the unspent 
balance of the allocation for the First Plan period. Out of the pro- 
vision of Rs. 4.5 crores, a sum of Rs. 1,89,49,167 only was utilised. 
The Committee deplore the routine manner in which provision w m  
made in the budget in this case. 

Grant No. 4%-Public Healt&-Cenhl Research institute, 
Kasauli 

Financial results o f  the munufacture of  vaccines, sera etc., Page 23 

106. According to Audit. a sum of Rs. 5.40,936 was outstanding 
for recovery on the 3 1 st March, 1956 and some of these outstandings 
related to the year 1953-54. These outstandjngs were reported to  be 
over 50 per cent of the sales. 

In evidence, the Committee were given to understand that all the 
debtors were State Government Departments. The Ministery had sent 
them repeated reminders but without m y  effect. 

The Committee ~wi t l d  suggest that Gosernment may consider the 
possibility of setting off these dues against the grants due to the States 
concerned for sitbsequent years. 

Audit comments (ii) page 25, and para 79 of the 16tb Report 

107. Accarding to Audit. the vaccines and sera had been valued 
on an ad hoc basis at the Central Research Institute. Kasauli. The 
actual costs were not being worked out with the result it was not 
possible to compare whether the ud hoc value had any relation to 
actual costs. .4 

In para. 79 of their Sixteenth Report. the Public Accounts Com- 
mittee ( 1 955-56 ) had desired that Government should prepare 
manufacturing trading and profit and loss accounts and balance sbcet 
for the manufacturing side of this Institute, so that reliable and correct 
data was made available to ensure that the sale prices of vaccihas, 
sera ctc. were fixed correctly. 



In evidence, the Committee were informed that the preparati~n d 
the manufacturing trading and profit and loss accounts and Balance 
Sheet of the Institute was in hand and as soon as the Assistant Accou- 
nts Officer, who had since joined the Institute, submitted his report, the 
Committee would be apprised of the progress made in the matter. The 
Committee were given to understand that the principle o f  cost account- 
ing would be applied to all the biological products manufactured at 
the Institute. 
Financial Review of  the working of the Medical Stores Depots and 

Factories in India, pages47-58 
108. According to Audit, on the 31st March, 1957 the total 

outstandings against Government and non-Govt. Institutions for the 
supplies made by the various Medical Store Depots rose to 
Rs. 24,17,057 and some of these related to the years 1949-50 to 
1953-54. This figure further rose to Rs. 28 lakhs on the 31st March, 
1958. 

The Committee understand that Government proposed to appoint 
an Expert Committee to go into the question o f  closure o f  the Medical 
Store Depots. The Committee should be informed of the outcome of 
the Report o f  the Expert Committee, in due course, and also of the 
progress made in liquidating the heavy outstandings. 

Eviction of a tenant from the premises o f  the Medical Stores Depot, 
Bombay-para. 181 of  the Seventh Report 

109. The Public Accounts Commitlee ( 1957-58) had desired to 
be informed of the progress male  in the eviction of a Bombay firm who 
had been occupying a portion of the Medical Stores Depot, Bombay 
in an unauthorised manner from 1951 onwards as also the rent and 
damages recovered from them for the period of such occupation. 

The Committee understand that this case had since been entrusted 
to the Government Solicitors in Bombay who had filed two suits in 
the City Civil Court. Bombay-one for the recovery of rent and tax 
amounting to Rs. 16,273.46 for the period from 7-10-54 to 31-1-59 
and the other for the recovery of rent and halalkhore tax for the period 
1-10-51 to 6-10-54 amounting to Rs. 13,610.88. 

The Committee would like lo defer further consideration of this 
case till they are informed of the outcome of these two suits. 

MINTSTRY OF HOME AFFAIRS 
Appropriation Accounts (Civil) 1955-56 Vol. IX  

Marine Department, Andamans--Stores, Page 23, Note 5, Gmr 
No. %--Andaman and Nicobar Islands 

110. Physical verification of stores in the Department had not been 
completed. The closing balance had been increasing from year to 



year which showed that the purchases of stores were not properly 
planned. Further stores valued at Rs. 45,000 which had been declared 
aurplus, were still awaiting disposal. 

It was explained to the Committee that a reserve limit of stock at 
Rs. 12 lakhs had been prescribed in January, 1958; but taking into 
consideration the value of stores issued annually (Rs. 9 lakhs), the 
reserve stock limit was reduced to Rs. 10 lakhs. Instructions had 
been issued to the Administration to restrict the stock to this limft 
and the surplus stores were being disposed of. 

In this connection, the Committee would recall their observations 
contained in para. 187 of their Seventh Report (Second Lok Sabha). 
They desire to reiterate that the stows should be limited to the pres 
cribed limits and surplus disposed of quickly. They would also urge 
the need for the setting up of  a better machinery for regular stock 
verification and disposal of surplus stores. 

Forest Department. Andamans, page 57, Grant No. 56-Andaman 
and Nicobar Islands 

11 1. In order to improve the exports from Andamans and to 
eliminate wastage of timber (which was at present 30 per cent of 
the produce) Govern~~mt ,  it is reported, had set up a seasoning and 
treatment plant there. 

From 3. note' furnished to them, the Committee observe that there is 
little demand for seasoned timber in the local market at present. Under 
the circumstances, the Committee are at n loss to understand the justi- 
fication for constructing the seasoning kiln. They would like to know 
the expenditure involved in its construction. 

As regards royalty due from local contractors, the Committee 
understand that an amount of Rs. 2,86,013.88 is outstanding against a 
company at present. This, however, does not include royalty on hard/ 
ornamental woods exported as the same has not yet been finalised. The 
Committee would stress the need for finalising the amounts ot royalry 
due from the Company on thme ~boods at an early date and also 
realising the arrears due from other contractors. 

The Committee would also invite attention to p m  186 of  their 
Seventh Report (Second Lok Subha) in which they had suggested char 
the proforma accounts o f  the Forest Department should be recm in 
consultation with Audit after taking into account the sale proceeds of 
the stock of timber since disposed of .  But they regret to observe that 
the Ministry have not reported to them any developments in this con- 
nection. 

*Not printed. 



Government Diary Farm, Andan~cins, Note 6, Pages 24 & 53-55 
112. Physical verification of stock was not conducted during the 

year under report and the balance sheet as on 31st March, 1956 was. 
not prepared. A loss of Rs. 23,057 was disclosed in the working of 
the fann for the year 1955-56. 

In evidence, the Committee were informed that the verification of 
stock had since been carried out and no discrepancy had been noticed. 
The balance sheet had also been prepared and furnished to Aul t .  

From a note* furnished to the Committee, they observe that the 
establishment charges pertaining to the Government Dairy Farm for 
the years 1953-54 to 1957-58 as compared with the value of milk and 
milk products during these years were as follows: 

Year Ewhl izh-  Value of 
rnent charges milk and 

milk pro- 
ducts 

The increase in establishment charges during 1957-58 to the extent 
of Rs. 5,3131- as compared with the previous year was reported to be 
due to increase in the wages of labourers from Rs. 171- to Rs. 301- per 
month. On the other hand the value of milk and milk products pro- 
duced during the year 1957-58 has registered a decrease of Rs. 
10,288/- as compared with the year 1956-57 due to drought from 
January to middle of May, 1958. The disposal of debilitated and 
uneconomical animals, was completed upto the end of 1958 and a 
scheme for supply of water had since been started in November, 1958 
and it was expected to be completed in 1960-61. The Committee 
consider that neeessay steps should he taken to make the farm self- 
supporting. 

Shipping Department, A ndamans, Pages, 24, and 7 1 -77. Note 8 

113. The financial results of the running of "S. S. Maharaja" dis- 
closed that excepting the year 1952-53, when there was profit, the ship- 
ping department was all along running at a loss mainly due to a marked 
fall in the income from freight on exparts. 

In evidence, the Committee were informed that while income from 
freight on exports had decreased there was a corresponding increase in 



the passenger t r a c e  A Committee was appointed to go into the 
genaal working of the Shipping Department and its report was now 
under consideration by Government. 

The Committee desire to be furnished with a copy of this report anb 
would like to know the action taken by Government on the recom- 
mendations contained therein. In their opinion, the increase in the 
pssenger trafic may nor be of  permanent mature and it is, therefore. 
necessary for the Ministry to explore avenues of increasing the goods 
trafic. 

One of the reasons for the fall in goods traffic was stated to be the 
fall in the export of timber from Andamans since 1953-54. The Com- 
mittee desired to know the steps taken by Government to improve the 
situation. From a note* furnished to the Committee, they observe 
that the fall in export of timber was due to a slump in timber markct 
in the Indian mainland, but conditions had improved since July, 1956 
Recently the Forest Department had undertaken to meet the require- 
ments of timber of the Indian Railways and Defence Organisation. The 
Committee trust that Government wili take all further steps necessary 
to push ~ c p  the sale of timer. 

Scheme for the supply of Consumer and other Stores in Andamans, 
Suh-hend D. I .  page 190 Grant No. 125--Capital Outlay o f  the 

Ministry of Home Affairs 
114. The profit and loss L i ~ ~ ~ ~ n t ~  of this scheme for the year 

1955-56 revealed a net loss of Rs. 42,023. This was due to loss m 
the Trading account plus less revenue in respect of departmeatal 
c1;drges owing to the lou turn-over of business during the year while 
there could not be proportionate reduction in the overhead charges. 

From a note* furnished to the Committee at their instance, it is soca 
that during the years 1956-57 and 1957-58, the turn-over of business 
had registered an increase of 19.6 per cent and of 48.2 per cent, 
respectively compared to the year 19.55-56. During the year 1956-57, 
the scheme resulted in a net profit of Rq. 32.323 as against a loss of Rs. 
42,023 during the year 1955-56. 

The Committee undcrsrat~d that the main object of the scheme is to  
supply foodgrains to consumers at 'no profit and no loss basis'. They, 
therefore, trust rhat the Administration will not low sight o f  this in its 
anxiety to cut down losses. 

MINISTRY O F  INFORMATION AND BR0ADCASI"ING 
A d i t  Repmi (Civil), 1957 

Contract withnut agreement, Para 33, pages 37-38 
115. The sole agency for procuring advertisements for 1954-55. 

for the Radio Journals 'Vani' and 'Vanoli' was entrusted to a hn .  



subject to a minimum guarantee of annual advertisement revpnue of 
Rs. 60,000. No written agreement was executed and the stipulated 
security of Rs. 6,000 was not furnished by the firm. The firm did not 
remit the advertisement charges collected by it to Government for r 
iong period and Rs. 14,165 were still (March, 1957) due from it. 
The minimum advertisement revenue of Rs. 60,000 guaranteed by it 
for the year 1954-55 was also not made good as the revenue actually 
collected by it was Rs. 18,510 only. But the agency was allowed to 

+continue till March, 1955. 

From a note (Appendix XI) furnished to them, the Committea 
-found that the Ministry took a long time in finalising the draft agree- 
ment as they had to examine the consequences of the conversion of 

-the firm into a limited company a few days before the agency agrea 
ment was to take effect. Even so, the Committee could not appreciate 
why the firm was allowed to take up the work without the formal 
agreement. The representative o/ the Ministry stated in extenuation 
that the work was allowed to be taken up by the firm from the date 
fixed, as the Station Director was o f  opinion that the firm would fulfil 
the terms o f  the contract and any delay in allowing it to take up the 
work would have interrupted the issue of the journals. 

The Committee are not sufisfied with the explanation. While the 
delay in firtalising the draft agreement was in itself regrettable, they 
feel that the authorities erred in allowing the firm to take up the work 
from 1st April, 1954 without signing the agrcernent or tendering the 
stipulated security deposits. According to the note (Appendix XI, 
volume 11) furnished by the Ministry, the Director of Advertising and 
Visual Publicity who was consulted, observed that to his knowledge the 
firm in questio~ was not in existence till 1950 and that he had no data 
regarding its standing or financial resources. In the face of this 
opinion, the Committee are surprised why the Ministry did not proceed 
with caution in this matter. The plea that had the work not been 
allowed to be taken up by the firm on the date already fixed, there 
would have been an interruption in the issue o f  journals (presumably 
because o f  the common ownership and management of this firm and 
the press where the journal 'Vanoli' was being printed) was untenable. 
In fact the issue o f  the journal was not interrupted when this press was 
subsequently sealed in pursuance of a court decree and stopped 
functioning. 

116. In reply to a question regarding the recovery of outstanding 
of Rs. 14,164/8/-, the representative of the Ministry stated that the 
firm had gone into liquidation and that no information was available 
regarding its assets. The matter was, however, being pursued in con- 
aultation with the Law Ministry. The Committee would like to be 
hformed of further developments in this regard. 

Judging from the facts placed before them, the impression created 
on the Committee was that Government had gone out o f  their way in 



gtving the contract to this firm. They, therefore, recommend that 
Government should institute a detailed enquiry into this case with a 
view to fixing responsibility. 

Appropriation Accounts (Civil), 1955-56, Volume X 

Losses, writes ofl, etc. Page 2, Note 3, Grant No. 62, Ministry o f  
Information and Broadcasting 

117. Two clerks were promoted as Assistants in anticipation of 
the approval of the Ministry of Home Affairs which, however, did not 
approve of it. The clerks were reverted to their substantive appoint- 
ments and the amount of Rs. 2,648 overpaid to them was written off 
by Government as the clerks drew the money in good faith, having 
performed the duties of the post. 

I t  was explained to the Committee that the clerks were initially 
promoted for three months in short-term vacancies subject to the con- 
currence of the Home Ministry, as eligible and competent candidates 
were not available immediately. They, however, continued to work 
in those places and discharged their higher responsibilities for which 
they were paid the higher pay due. Consequently, there was really no 
loss of public funds as such. 

The Committee understand from Audit that these clerks worked as 
Assistants for about 22 months. I f  so, the Committee feel that the 
proper course for the Ministry was to have sought the concurrence of 
the Ministry o f  Home Aflairs in time. They trust that the prescribed 
procedure will not be violated in such cases in future. 

Physical verification of  con.rumable! stores at A.I.R. Stations, Hyderabad 
and Aurangabad, Note 5 ,  page 11 ,  Grant No. 63-Broadcasting 

118. No physical verification was conducted in respect of the 
consumable stores at All India Radio Stations, Hyderabad and Auranga- 
bad. In respect of Aurangabad Station physical verification of assets 
also had not M n  conducted since 1952. 

The Committee were infirmed that physical verification had since 
been done. They, however, desired to be furnished with a note stating 
whether any irregularity had been detected and brought to the notice 
o f  Government at these stations. . This note is still awaited. 

All India Radio 
Financial Review by the Director General, page 12 

119. The Committee noticed that losses on the working of the 
A.I.R. (excluding Radio Publications) had increased from 
Rs. 99,21,659 in 1954-55 to Rs. 1,29,02,430 in 1955-56. It was 
vged by the representative of the Ministry that the accounts of A.I.R. 



rbould be viewed after taking into consideration expenditure on deve- 
iopmental, external and plan publicity services (which according to 
the witness's own rough estimate. might be of the order of Rs. 20 lakhs 
pex annum). 

The Committee would like to recall in this connection the observa- 
tions made in para 193 of their Seventh Report (Second Lok Sabha). 
Even after allowing for this expenditure on external services the overall 
loss incitrred on the working uf A.I.R. is on the high side. In fact, 
it is continuously increasing . They, therefore, desire that the Ministry 
should explore all possibilities with a view to reducing the losses and 
report to the Committee the result o f  their eflorts. 

As regards the suggestion of the Committee for grading the licence 
fee according to the number of valves in radio sets, the Committee 
.note that it was considered simpler to relate the gradation to the price 
of a set and not to the number o f  valves in it. They desire that early 
.steps should be taken to implement this. 

Radio Publications. Page 1 6 

120. The Committee regret to notice that the loss on the Radio 
publications had increased from Ks. 2,61,537 in 1954-55 to 
Rs. 3 3  1,339 in 1955-56. They were given to understand that the 
~ i n i s r h l  were corniriering the question o f  discontinuing some o f  the 
journals. The Committee would like to he injorm~ri o f  the outcome 
of this proposal crnd thc estent to \t.hicIr it had rcnrlteci in the reduction 
,of loss on radio publicntions. 

Outstanding Recommendations* 

Anti-piroc!' ctrntptrigr~, Pura 92 o f  rhe Sixtccwrh Report (First Lo& 
Sclbha ) 

121. The Public Accounts Committee ( 1955-56)  in para 92 of 
stheir Sixteenth Report had deired to knou the final outcome o f  the 
proposal to provide a 'home vxvicc' to radio holders through the 
agency of the pol,tmen and  a1w how effective i t  had proved in checking 
unlicensed po5session of radio sets. 

It \vat explained to the C'ornmittw that the P. & T. Dcpartnicnt 
was not willing to entrust these reqxmsibilities to postmen who had 
also felt that i t  was not a part of their regular duties and that they 
,should not be given this work. 

The Comrnitt~e frrcst tltcrt the A . I . R .  will think of  nthw methorfs to 
control this problem. Ottc method worcld he to wcu-n the dcfauiters 
that if they did not rnuke payment witlti)t a period o f  three months, 
ahej would he liuhle m pay an amount of penalty in addition to the 
dicence fee due from them. 



MINISTRY OF IRRIGATION AND POWER 
Serious omissions in cash accounts of m Office-Audit Report, 1957, 

page 38, para 34 

122. Departmental investigations into the cash accounts of an 
office held during 1954 to 1956 revealed that a number of transactions, 
both receipts and expenditure, aggregating Rs. 5,458 of which Rs. 158 
represented non-Government dues received officially, had not been 
correctly brought to account during the period 1948 to 1954 and valid 
vouchers were not forthcoming for the expenditure. Local inspection, 
conducted by Audit subsequently, also confirmed these results except 
that a sum of Rs. 141 could not be verified for want of particulars. 
The cashier was suspended in May, 1954 and dismissed from Govern- 
ment service in March, 1956 and debarred from future employment 
under Government. He was also tried in a court of law. The res- 
ponsibility of the supervising officers could not be assessed as the matter 
Isas sub illdice and all relevant papers were with the court. 

Explaining the reasons for not initiating departmental proceedings 
earlier in this case, the Secretary, Ministry of Irrigation and Power 
informed the Committee that as the records (which were in the custody 
of the court) mostly comprised of accounts books, it was difficult to 
make duplicate copies thereof. The judgment in this case was deliver- 
ed on the 9th December, 1958 and the Ministry had already taken 
steps for obtaining the release of documents from the Court. A 
Special Oflicer had also been appointed to enquire into the case and to 
fix responsibility of the supenisory officers. 

'To avod w c h  s i t i~~i t~on\  i r l  futi~rc and alw to elirnin,lte delay in 
in4tuting diwplin,~ry action qr~insr  delinquent officers. the Committee 
would invite attention t o  para 30 of their Fifth Repon 11950-51) 
wherein they had sugge\ted that uhenever original dociments were 
required to be filcd in court, the Departnlent concerned should invari- 
ably keep photostat copies of such documents as have got an important 
bc:~ring on thc Jil;powl of the CLI,C in~olving d i d p l i n a q  action against 
thc officers. Tltcp! clcclrc. l i i t r t  the diwiplintrr!. action in t h i ~  care again~t 
the c.~rpcr~-ivor.v o!ticcrc. cortcerncd \ horrltl he c ~petiiterl. 

Thc Committee fail to understand how in thk c'tse the fraud of 
R4. 5.458 which extended over a period of zix year\ c m e  to light only 
i n  195-1. In their opinion. ti~csc irregularitit.\ could have k e n  detected 
earlier if the c i ~ e c k ~  pre4critwd in the Central Treawry Rules and the 
C.P.W.A. Code had been carried out re2ularly by the oficsrs in 
charge. Thc Comrnittrc de~ire  that necevwtv irisrrrrcvionc may he 
isrtcerl fo all concerrr~d imprevring upcw t irm thu ~renl for ceridurring 
the prescribed checks re,p~tlorly. 
l a w  utilisation of the earth moving machinery on the Himkud Dam 

Project, Audit Report, 1957, pages 38-40. para 33. 
123. On the Hirakud Dan1 Project, mrtchinery for edrth-moving 

olwrutions It'as procitrcd or a c o . ~  of nppro.rirnu1rly Rs. 3.1 4 cnms. 



The purchases, made in the years 1949-1 953, were mmged mqtly 
by the Director General, Supplies and Disposals, on tha basis of speci- 
fications supplied by the Project Authorities. A planned policy in 
indenting the machinery with particular reference to their effectiveness 
on the Project and ready and continuous availability of spare parts 
for the types in question, did not, however, appear to have been 
worked out. Also, the examination of the usefulness and condition 
of these diverse types of machines was not comprehensive. As a result, 
102 machines purchased from the Disposals Organisation valued at 
Rs. 2,63,960 could not be put to use at all. These 'Disposals' 
machines were received in an unserviceable condition and some of 
them were uneconomical to operate even after repairs. At the same 
time, there were excesses and unwanted or unusable spare parts. While 
some machines lay idle for long periods due to non-availability at 
spare., other spares valued at Rs. 11 lakhs were declared as surplus 
to requirements. The Project Authorities reported in September, 1957 
that Rs. 5 -68 lakhs worth of spares and about Rs. 1 12.5 Iakhs of 
machinery had been disposed of to other parties. A list of 10,000 
items which were absolute surplus was also stated to have been for- 
warded to the Central Water and Power Commission and the Ministry 
of Irrigation and Power and further lists of 25,000 items of spare parts 
which were partly or fully surplus to the requirements of this Project 
were stated to be under preparation. 

Explaining the reasons why different types of machinery for identi- 
cal or similar operations were purchased, the Secretary. Ministry of 
Irrigation and Power, stated in evidence that, immediately after the 
War, there was acute shortage of machinery and Government had to 
accept whatever they could get hold of. It was realised only after 
some years how uneconomical it was to purchase a wide assortment of 
equipments for doing the same job. A Committee was, therefore. 
appointed in 1953 to standardise the equipment to be u.sed for work 
in river valley projects. At present, purchases are confined to such 
quipments only. 

As regards the disposal of surplus machinery, the Committee were 
informed that at the meeting of the Co-ordination Board of Ministers, 
it was decided that the surplus equipment should be utilised, as far as 
possible, on the river valley projects. There should not be any delay 
in the transfer of equipment from one project to another; if there was 
any difference of opinion regarding the price, the machinery should 
first be transferred and the Central Water and Power Commission shouid 
wttle the price in consultation with the parties concerned. AcwrdingIy 
out of the machinery worth Rs. 3.14 crores with the Hirakud Project 
rothoritics, equipment worth Rq. 2 crores had already been disposed d. 
A special officer was being sent to the Hirakud Dam Project to find out 
r to wtrctber there was any equipment on the Project which war 
surplus to its needs. 



The Committee understand, however, that out of the machinnp 
worth Rs. 3 ,14 crores procured for earth-moving operations at ' the 
Hirakud Dam Project, machinery to the extent of  Rs. 2.80 crores was 
tmported from abroad. Apparently due attention was nor bestowed ar 
the time of fmporting from abroad different types of  machines for doing 
identical or similar operations. 

Outstanding Recommendatfons* 

Para 16(d)-Non-arrival of equipment under the Colombo Plan 
124. From the note (Appendix XII, Volume 11) furnished tr 

them by the Ministry, the Committee observe that the surrender of 
funds was made on the advice of the Ministry of Finance. That 
Ministry had also provided under another grant, for the same equip 
ment to be received under the Colombo Plan and proposed to provide 
by reappropriation from savings likely to be realised in the same grant 
tar the cost of equipment expected to be received under T.C.A. 
programme. 

The Committee are surprised to note that fi;r~ds were provided for 
twice (on the same count) under t ~ ~ o  diflererrt grants. This indicates 
lock of co-ordination hetwecn thc Ministries nncl perfunctory scrtlriny 
of the h i g e t  proposals i r t  the hfirrisrry of Finnnch. 

MINISTRY O F  LABOUR AND EMPLOYMENT 

Heavy Expenditure on rental-Para 36 of Audit Report 

125. During the War buildings at a total cost of Rs. 1,44,910 
were constructed by the Defence Department on about 43 bighas of 
land requisitioned under the Defence of India Rules at an annual 
rent of Rs. 33,282. The premises including the land were placed 
at the disposal of the Labour Department in July, 1946 for the train- 
ing of ex-servicemen. The rent for the requisitioned land was paid 
by the Defence Department upto 31st July, 1950 on which date the 
xheme came to an end. Thereafter. the buildings were retained by 
the Ministry of  Labour and Employment to carry out their scheme 
of technical and vocational training to adult civilirrns. and that Minis- 
try continued to pay the rent to the land owners. Over a Iakh of 
rupees was also spent by that Ministry on the construction of pernu- 
nent structures on the land to meet the requirements of the Industrial 
Traiping Institute at Calcutta. According to Audit. the expenditure on 
rent of land amounted to Rs. 2,08,012 for the period from August. 
1950 to October. 1956 but no consideration was given to the ques- 
tion of permanent acquisition of the land. the cost of which according 
to tht assessment by the Collector was Rs. 6.45.660. 



The representative of the Ministry informed the Committpe in 4- 
&nce that the Institute was being run by the West Bengal Government 
a d  the expenses themof were being shared by the Centre and the State 
Government in the ratio of 60:40. It had also been decided to acquire 
the land at an estimated cost of Rs. 17 lakhs. A question arose in 
this connection whether it would be economical to retain the land on 
the present rental basis of Rs. 33,282. instead of acquiring it at sych a 
high cost the interest charges on which would work out to more than 
Rs. 50.000 per annurn. The Committee desired that this matter should 
be investigated further and sugnested to one d their Members to look 
into this matter. As a result of his discussions with the officers of the 
West Bengal Government, it came to light that on the 25th Mav, 1956 
a portion of the land was surrendered by the Ministry of Defence 
which had the legal effect of terminating the earlier requisition orders. 
Although a requisition was made immediately, it was treated as a 
fresh requisition under the law povernine such requisitions and the 
rent was, therefore. enhanced to Rs. 51,000 in accordance with the 
then prevailing rates. The Committee conrider it unfortrrnate that 
these legal implications were not appreciated by the Ministries Y con- -, 
cerned. 

1 26. It i.r needless to emnharise that the Minlrtries should invaria- 
b h  place before the Committee complete information crvailnhlr with 
them includina the laterl devclonmentr in respect of  evew care that 
is under examination of  the Committee in order to enable them Yo 
come to correct conclusions. 

.-rC 

The Committ~r would alw add in this connrctinn thm whcnwer 
an Audit para afJPcting anv nrtion on the part of a State Govrmment 
came U P  before them, the Mininw enncrrned shortld invmtahlv cnn- 
tact the State Govrmment concerned and obtain the ktest informa- 
tion and their view in the matter. 

It W Q ~  meed before the Committee that it would he difiicult tn 
get alternative si te in that area for t h i ~  InFtitute: further. even if it 
was to he shifted to another site. it would he difFicult k a u w  of the 
canitat ex~enditun incurred bv C'ibvernment on the mffmt site. The 
Cnmmittee tnrrt thnt Gnvmmcnt in cnnnrttatim wtth thr WCH Rm- 
~ a l  Gnvemment will decide the question nf aqrdring this land to their 
besr advantage. 

MINISTRY OF LAW 

Safeguardfng Clau~es in Contracts, Pma 263 
127. The Public Accounts Committee (19q7-58) In para 263 of 

their Seventh Rcpa had daired that the Ministry a( Law chmld 
. -  ----- - -- - - -  " ."-+..-- - --.-- I-.-l. I- Y -I.-"- --- .. - - -- 

*40o%iix 1, Volume IT. 



inter alia look into the American Legislation for safeguarding the in- 
terests of the Public Exchequer when excessive or unconscionable 
payments bad been made to private contracts as a result of ignorance, 
oversight, ineptitude. incompetence or corruption on the part of the 
agents of Government and examine the feasibility of enacting similar 
legislation in India. They also desired the Mi- to examine the 
scope of revision of the contract forms to enable Government to re- 
view the concluded contracts and effect recovery of demonstrably 
excessive payments to the contractors. 

From a note (Appendix XIIT, Volume TI) as well as evidence 
tendered before them, the Committee were given to understand that 
one of the features of the American legislation was that the Comptmkr 
General of the United States or any of his duly authorised representa- 
tives had statutory access to and the right to examine any directly 
pertinent records of the contractor and his subcontractors. But the 
duties and powers of the Comptroller & Auditor General of Tndia 
were as specified in Article 149 of the Constitution and Parliament 
was competent to prescribe bv law his duties and powers in relation 
to. apart from the accounts of the Union and of the States. the accounts 
of "any other authority or body" as might be prescribed by that law. 
Tt was doubtful whether a private contractor who entered into con- 
tract with Government could be covered by the expnxskn "any other 
authoritv or body'' and a law he enacted to enable the Ccnnptrcrncr 
& Auditor General of Tndia to have access to and examine the records 
of such an individual. 

The Committee feel thnt on rhir point the Ministr?, of Law would 
be well-advised to take the opinion orul advice of the Attorney 
General. 

128. Another point urged bv the Secretary. Ministry of Law was 
that if a law was made for renegotiation of contracts, the contractors 
might either refuse to deal with Government or take care to inflate 
their rates and cos6 to a larne extent and manipulate their accormts 
with a view to ensurine that thev did not lose high profits even if action 
was taken under such law. Reputable firms might w a r d  the powers 
as introducinp an element of uncertaintv in their calculations. It was. 
thewfore. necmqarv to consider the repercussions of sach law on the 
ability of Oovernment to obtain necessary supplies and services. 

The mmentative of the Miniqtrv of Works. Housing and S u ~ d y  
was a h  of opinion that with the enactment of lepislation on American 
lines. a larpe number of contractors might not come fornard to take 
up Governxnent wark. 

The Committee, howevcr. do not rhar~ rhr nhnw rrr;ccri\*inpv. 
Srtch I~~iolntion in Arn~r i rn  hnr cprtnlnh, not led to thc di.sapncanmcc 
of eood contmrtnrr there. The Committee d&re to mint azit Zn rhij 
connectton thnt the s~rggcstion to promote srrch a Ipgislntion i . ~  nut 



lntcndcd to pur any curbs on the legitimate profits o f  the contractors 
W i n g  with Government but to safeguard the financial interests of 
Government so that their funds are not defrauded either through the 
dishonesty of corrupt o&ers or undesirable contractors, 

The Committee would next refer to the question of revision of the 
Standard Contract Forins. From a note (Appendix XIV, Volume 
11) furnished to them by the Ministry of Works, Housing & Supply, 
they understand that the penalty and arbitration clauses in the Stan- 
dard Contract forms in use in the Supply Department have already 
been reviewed in the light of recommendations of the Stores Purchase 
Committee and the arbitration clause has been revised. The general 
conditions of these contracts are, however, under revision in consulta- 
tion with the Ministry o f  Law and the revised conditions are expected 
to be finalised after some time. The Committee should be informed 
of the progress made in the matter. 

Blacklisting of Contractors 
129. Regarding the blacklisting of contractors who had committed 

various irregularities, the Committee were informed by the Secretary, 
Ministry of Works, Housing and Supply that Government had drawn 
up an elaborate code for dealing with them and to ensure co-ordina- 
tion with the States. they had been asked to adopt the same so as to 
blacklist such of the contractors as had been blacklisted by the Cen- 
tral Government and to keep the latter in turn informed of the con- 
tractors blacklisted by them. To a specific question whether in pur- 
suance of this policy enunciated by the Central Government. action 
had been taken to blacklist a particular contracting firm, which had 
already been recommended for blacklisting by a State P.A.C. the 
witness promised to check up the matter. The Committee would like 
to ha\.e this information without further delay. 

The Committee consider it necessary that there should be unifor- 
mity of  action and practice with regard to putting contractors on the 
blacklist. They trust that Government will take necessary action to 
cony it out. 

MINISTRY OF REHABILITATION 
Irregular rnaiatenapce of cash and other accounts-Audit Report, 1957, 

Pages 41-42, para 37 
130. It is disclosed in the para referr& to above that the procedure 

prescribed for maintenance of cash and other important records was 
not being observed in an organisation set up to register and verify 
claims of displaced persons in respect of properties left in Pakistan. 
The cash book for the period 12th April, 1953 to 28th June, 1953, 
which formed the subject of an earlier inspection, had been reported 
lost. In a large number of cases, payees' receipts in support of pay- 
mentc made and charged in the cash book werc not produced for 



audit. At the time of special audit in December, 1954, 181 kutcha 
vouchers aggregating Rs. 9,541 representing irregular payments of 
advances, etc. made in 195 1-53 to various officials were found with 
the cashier. Some of the vouchers bore pay orders of the disbursing 
officer. The payments represented by these vouchers had not been 
entered in the cash book. The closing balance at the end of June, 
1955 in hand amounted to Rs. 4-48 1 1, although the organisation was 
sanctioned only Rs. 1000 to be kept as permanent advance for wn- 
tingent purposes. The organisation was merged with another organha- 
tion on 1st May, 1954 when the closing cash balances in the cash 
books of both the organisations were taken into a new cash book. 
The analysis of closing balances was not prepared in the. new cash 
book also, uptill 31st December, 1954. Payments continued to be 
made out of this balance till 15th February, 1956 when the remain- 
ing sum of Rs. 485 for which an analysis could not be prepared was 
refunded to Government. 

In evidence, the Secretary, Ministry ot Rehabilitation attributed 
these lapses to the lack of training of the staff who handled the work. 
lhe accounts had since been straightened out as best as they could 
be and amalgamated with those ot the Settlement Commissioner but 
no case of loss or mis-appropriation or embezzlement of amounts had 
been discovered. The cash book was missing but all the audit objec- 
tlons had been met. The Comptroller and Auditor General, how- 
ever, pointed out that the objections raised in respect of certain items 
could not be settled as the cash book was missing. No responsibility 
could be fixed on the cashier and he was under suspension for the 
last four years pending investigation of the case by the Special Police 
Establishment. The Committee were also given to understand that 
the Officer who was incharge of the cash had subsequently been 
promoted in the Ministry and later on transferred to anotber Depart- 
ment. 

The Committee are amazed that various irregularities were dlm- 
ed to be committed without check from the Officer-in-charge for o 
considerable period. The cash book is an important account record, 
the up-keep and scrutiny of  which is an essential part o f  the duties of 
the Oficer-in-charge. The Committee feel rhat the loss o f  the cash 
book is a serious matter and efforts should be made afresh to fix res- 
ponsibility for the loss. They would like to he informed o f  the action 
taken in the matter in dire course. 

Irregular advance for purchase of Motor Car, Audit Report, 1957, 
pages 4243 para 38 

13 1. An officer drew an advance of Rs. 10,000 for the purchase 
of a motor car on the 9th November, 1955. He did not buy the car 
but retained the advance with him for nearly ten months which was 
irregular. The rules in this regard required that the sanctioning 
authority should ensure that the car was purchased within a month 



of the drawal of the advance and should submit promptly to the 
Accounts Officer a mortgage bond from the officer hypothecating the 
car to Government, failing which the advance drawn was to be 
refunded to Government forthwith. 

In evidence, it was urged in extenuation that the failure of the 
officer to refund the amount when he could not purchase the car was 
due to his unfortunate domestic worries. The Secretary censured thr: 
officer and asked him to refund the money, when this irregularity wab 
brought to notice by the Chief Pay & Accounts Officer on the 13th 
August, 1956. The officer refunded Rs. 8,831 to the Treasury on the 
28th August, 1956 and the balance of Rs. 1,169 had previously been 
refunded in monthly instalments through his salary bills. As there 
was no possibility of further promotion to the officer (as he was to 
retire shortly) no entry about this fact had been kept in his confiden- 
tial report. It was also stated that the Ministry of Finance had since 
issued instructions for the strict observance of the rules in future. 

The Committee consider that such disregard of rules on the part 
of a senior oficer who should set an example of conduct for others 
culled for more severe action. 

MINISTRY OF SCIENTIFIC RESEARCH AND 
CULTURAL AFFAIRS 

*Oatstanding Recommendations 

Survey of India, Para 49 
132. The subsidiary accounts of the Survey of India appended to 

the Appropriation Accounts, 1953-54 revealed accumulation of sur- 
plus stores in the Photo Litho Section, which in the opinion of the 
Committee could have been avoided by restricting the purchasa 
according to needs. 

From a note*' furnished by the Ministry the Committee, however, 
note that the ceiling limits for stocking stores in the Photo Litho 
Sections have not been fixed. The Committee desire that this matter 
should be expedited. 

National Research Development Corporation, Para 51 
133. The Committee note that the question regarding the con- 

tinued existence of the National Research Development Corporation er 
a separate Corporation for dtveloping the processes and inventions 
and in assessing their commcrcial potentialities, in the light of the 
observations made by the Public Accounts Committee, was under the 

--- .- 
'ApFa&iix I, Volumc 11. 
*.Not printed. 



consideration of tho Government. They, however, desire that o dccl 
sion in the matter should be expedited and the same commwricated to 
them. 

Creation of Council of Scientific and Industrial Research into a staru- 
tory body, Paras 52-54 

134. In para 52 of their Seventh Report (Second Lok Sabha), the 
Public Accounts Committee recommended that the Government 
should embody the functions of the Council of Scientrfic and Industrial 
Research in a statute. The matter was examined in detail by the Gov- 
arning Body of the Council of Scientific and Industrial Research at 
their meeting held on the 22nd March, 1958. The Governrng Body 
felt that placing the Council on a statutory basis might give it a rigi- 
dity which would not be desirable; and it passed the following resolu- 
tion:- 

"The Governing Body considered the recommendation of the 
Public Accounts Committee. While the Governing 
Body was in general agreement with the object of the 
recommendation of the Public Accounts Committee, 
and was also &I agreement that all the information that 
was desired to be placed before the Public Accounts 
Committee and the Parliament should be made avail- 
able to Parliament; yet to make the Council of 
Scientific and Industrial Research into a statutory body 
might at this stage impede its flexible development". 

The Ministries of Scientific Research and Finance have agreed 
with the above view. 

The Committee are nor sati.$ed with the reasons advanced by the 
Ministry. A number of autonomow bodies b e  been set up. by Gov- 
ernment in the recent past whose functions have been embodied in thc 
Acts passed by Parliament. The contention that being a statutory 
body, the flexible development of the CS. & I.R. would be impeded, 
is, in the opinion of the Committee, hardly convincing. They would, 
theretore, like to re-iterate their earlier recommendation made in this 
behalf. 

MINISTRY OF STEEL, MINES AND FUEL 

(Department of Iron Ilrrd Steel) 
Payment to the Resident Engineer-Para 39 ( 1 ) Audit Report, 1957 

135. A German Combine was appointed under an agreement as 
(a) Consultants, and (b) Engineers-mcharge at site. The agreement 
stipulated separate fees for these duties. As Consultants, the Corn- 
bine was a nsponsible for '?he design, arrangements and p v u r o  
m a t  of the production departments and of ancillary plant, machrouy 



and e q ~ ~ n t  thereof" for which a fixed fee of Rs. 284.58 lakb 
w provided. As engineers-incharge at site it was r~ponsibie "for 
carrylng into effect the layout of the works, installation and erecuon 
of the production departments" etc. through a Resident Engineer. 
kor this work the Combine was to be reimbursed the actual expeno- 
ture subject to a ceiling of Rs. 70 lakhs. 

The Combine appointed a Resident Engineer and 5 assistants in 
January, 1955, but the actual construction work started only irom 
the 15th November, 1955. Audit suggested that the expenditure m- 
curred by the Hindustan Steel Ltd. on the Resident Engineer md his 
assistants from January to 15th November, 1955, amounting to 
Rs. 2,43,854 should be debited to the fixed fee payable to the Corn- 
b i e  for its work as Consultants instead of showing it as part of the 
reimbursible actual expenditure: subject to a ceiling of Rs. 70 1ab;hs. 

In evidence, the representative of the Ministry of Steel, Mines and 
Fuel (Department of lron and Steel) infonned the Committee that 
the matter was taken up with the Combine, which, however, took a firm 
stand that the expenditure should be debited to the fee of Rs. 70 lakhs 
as in its opinion the work perfomled by the Resident Engineer and 
his staff was preparatory work in connection with the actual construc- 
tion work and was a part of its function as Engineer-in-charge at site. 
The Combine pointed out in this connection that the Managing Dirrc- 
tor of Hindustan Steel Ltd., had himself requested the Gcnnan firm 
in November, 1954 for the establishment of rtn office in India for 
providing technical assistance, such as, designing and drauing of plans 
etc. On the other hand, Government felt that the work of the Resi- 
dent Engineer and his assistants and the type of technical assistance 
asked for by the Managing Director of the company came within 
the purview of the functions of the Combine as 'consultants' as the 
German officers were mostly engaged in operations connected with 
the arrival and clearance of mater~ais at Calcutta and it was, there. 
fore, only proper that the expenditure incurred on their stay should 
be debited to the fee of the combine rt4 'consultants'. 

The Committee hope that un early settlement will he reached in 
rhe matter through negotiation. Thev would like to be informed of the 
result in due course. 

Loss through premature borrowings-pura 39( 2 ), Audit Report, 1957 

136. The Hindustan Steel Ltd. borrowed funds froru t h e  to tune 
from the Government of India at 4#% per annum in ardcr to finance 
the project. The borrowings were, however, not related to the needs 
of the Corn any as large sums of money were drawn from the Gov. B ernment an either r e ~ n c d  in the current account with no interest or 
deposited with bankers at lower rates of interest. During the periad 
16th January, 1956 to the 30th Srptcmkr. 1956 the Cornpay 



incurred a loss d about Rs. 3,75,000 on account of Uerence in the 
rate ot interest pard and earned by them on the amounts oorrowed ra 
advance and in excess of requirements. 

In evidence, the Committee were informed that under the agree- 
ment wlth ule German hrm as it then stood, the amount of money 
whch Gover~lentcould subscribe as share capital to the Company 
was limited by the amount which the German hnn was to subscnoe. 
The Company was, therefore, forced to resort lo loans from the Gov- 
ernment. With the increase and change in the capital structure of the 
Company (under which the German firm had now no interest in tht 
capital of the Company) this diiiiculty no longer existed. As regards 
rhe accunlulation of unspent balances, it was stated that the mone) 
was borrowed in instalments from Government on the basis of esti- 
mates of expenditure, which however, cfid not actually materialise 
So the unspent balance had to be deposited with the banks instead ot 
being kept idle. 

The Commitfee were not satwed with this explanation. W h f e  
they appreciate that the estirnafes o f  expenditure might go wrong 
occasionally, the steadily rising balance in this case indicated that the 
estintures were not prepared or checked cureiully taking into account 
the balance in the current account with banks. The Commitlee desired 
lo be furnished bcirh further derails as to the dares on which the 
umounts were drawn, the actual requirements o f  the Company and the 
balances in the current account with the bank on those dates. The 
informution is still awaited. 

The Committee consider that the Ministry also cannot escape res- 
ponsibility for this ar-oidoble l o s~  as apparently the loan upplications 
from the Company were dealt with in a routine manner without ,*err)y- 
ing nherher the requirements were justified with relerence to the funds 
alreacly advunced and the expenditure incurred therefrom. The Corn- 
mittee understand that the Company has now drawn nearly the whole 
of its shore capital o f  Rs. 300 crores and t h a  it has to draw money 
from Government in future, only in the shape of loam. The Corn- 
mitree trust that to avoid' such smnrions in lurure, Governmenr will 
excrcise greater scrutiny oLqer the loan applications. 

On the spot-study \isit to the Steel projects. Pilferage of Stores 

137. The Chairman, Public Accounts Committee undertook a 
study visit to the three Steel Piants (Bhilai, Rourkela and Durgapur) 
m November, 1958. At Bhi1a.i and Kourkela he noticed huge quanu. 
tics of stores lying in the open and expased to pilferage etc. Thefts of 
valuable material were also reported to have taken place despite the 
measures taken by the local authontis. Therc had also been cases 01 
thefts of stores while in transit b) rail from the port to the project 
sites, l'he Chiunnun, therefore, suggested to the local authontres w 
undertake at the earliest the constmction of perimeter walls around the 



area where stores were lying. He suggested that tho project authonE 
ties should also post their own staff to look after their cons- 
while in transit instead of leaving it completely to the Railway Watch 
and Ward staff. 

During the course of evidence, the Committee were informed that 
the construction of walls was under progress in all the projects and 
the watch and ward staff had also been strengthened. The Commrttee 
regret that these precautions were not taken up  suficiently early. 

The Committee desire that all the project authorities should under- 
take an early stock verification of stores in their custody and enswc 
their proper accounting. They would also like to be informed of 
improvements effected in the storage o f  material in the three projects 
and also measures adopted by the Company to ensure safety of stores 
during transit. 

Training of Indian Engineers 
138. During his visit to the projects the Chairman enquired 

whether sufEcient number of Indian egineers had been appointed and 
associated with the foreigners with a view to their takmg over the 
work from the latter at the appropriate time. He got the impression 
that at Durgapur, Indian engineers were not being freely associated 
with British experts. 

The representative of the Ministry informed the Committee that 
Indian engineers were freely associated with the working of the three 
plants and no difiiculty was being experienced in this regard. Thc 
real handicap wss the shortage of competent technical graduates in 
the country. 

The Committee are not satisfied with this explanation. They trwt 
thot Government would rake all possible steps to train properly SUB- 
cient number o f  Indian personnel so that they could rake over the 
technical control as early as possible and the change-over is smooth. 
In this connection they would also refer to the recommendorion of 
{he Estimares Committee contained in para' 27 1 of their Thirty-third 
Report (Second Lok  Sabha) . 

Working of State Collieries-pages 49-5 1 and 63-65, Appropriation 
AccounrJ (Civil),  1955-56, Vol. XVI 

139. Out of the eleven State collieries the working of r m n  
coU&ries (Argada, Bhurkunda, Deulkra, Kurhurbaree. Scrampore. Sawang and Talcher) resulted in loss to Govc. both in 1954-55 and 
1955-56. Specially the collieries at Kurhurbarec and Scrampore w m  
continuwsly shomag loua for a number of years. It was stated 
that tbge two collia*s mmmmccd operation in 1870 .nd wing 



to extraction of coal during thest years, the available rcserve had 
diminished. Since the mines had to be worked at greater depths, the 
cost of raising the coal increased year by year. 

In evidence, the representative of the Ministry of Steel, Mines and 
Fuel (Department of Mines and Fuel) informa the Committee mat 
there was little likelihood of these collieries showing any profit. But 
for the superior quality of coal produced, these rmnes would have 
been abandoned long time ago. A technical committee was appointed 
by Government in October, 1955, to make an assessment of the work- 
ing of these mines and to recommend measures for improvement in 
their working. 

140. At the instance of the Committee, Government furnished 
a note* setting forth the recommendations of the technical committee 
and the action taken by Government thereon. The Committee w e  
glad to note that it has been possible to reduce the losses in these collie- 
ries as a result of implementation of the recommendations of the 
Technical Committee. They would, however, impress on Government 
to continue their efforts to bring down the losses to the minimum 
possible and also examine at the appropriate time the desirabiliry of 
closirlg down rhe mines instead of incurring perpetual losses. 

14 1 .  The Committee understand r hat in the process of mining cod 
and when coal is hewn or transported, much of the cod is reduced 
to tiny bits and dust which are mostly allowed to go woste. The Com- 
mittee learn that in most of the Western countries especially in France 
this waste material is briquetted & utilised for various purposes. At 
the instance of the Committee the Ministry of Sttel, hlines and Fuel 
subrmtted a note* indicating the quantum of briquettes manufactured 
by some Western countries. As regards the quantity of coal wasted 
in India which could be briquettcd, Government have inter alia 
stated as foliows: 

"Approximately 25 to 30 per cent of the coal can be consi- 
dered as slack coal, out of which some portion is uti- 
iised as indicated above, in stationary boilers for 
generation of steam and for the purpose of brick burn- 
ing. Only 24 to 5 per cent of the total production that 
results in coal dust and slack is probably not utilisd. 
It would be extremely difficult to collect this coal dust 
and slack for the purpose of briquetting." 

The Committee are of opiniorr that in the context of the consider- 
able advance m d e  by other countries in the utilisation of these 
products which otherwise 80 to waste, the dificulries apprehended in 
the collection of dust and slack coal may not be insurmountable. The 
Committee understand that the Fnrcst Rcscmh I ~ t i t u t e  has a h  con- 
ductrcl some experiments in this connection for f i d i ng  out an e & & ~  

.- - - .- - - 
*Nor printed. 



and econ~mical binder. They, therefore, desire that this questlon 
should be investigated fltrtlter by the Ministry, if necessmy in corardta- 
tion with the Forest Research Institute, and the commercial possibility 
oj briquerres of coal waste should be examined. 

MINISTRY OF TRANSPORT & COMMUNICATIONS 

Non-recovery of insurance value of aircraft loaned to a flyhg cl& 
para 4 of Audit Report. 

142. As a part of subsidy, the Government l o d  to o flying club 
six aircraft, all of which, however, crashed within a period of 4 years. 
The flying club was required under an agreement to insure the aircraft 
loaned to them against all ground risks and flying risks, or in ireu, 
maintain an adequate accident reserve fund to which credits were to 
be made in respect of each flying hour done by an aircraft so that in 
the event of any accident, the Government could recover the msuriince 
money or an appropriate amount from that fund. 

Of the six aircraft, the book value of ~ h i c h  was Rs. 61,000 only 
three with a book value of Rs. 12,000 were mburcd. The Insurance 
Company paid a sum of Rs. 7,1132 in respcct of these 3 aircraft dter 
m u g  allowance for the estlnlated udue 01 the salvage (Rs. 4.1 b8) 
which me club had accepted tor use spare for other arcraft. Thc 
remaining three arcraft were not insured, nor did the flymg club, on 
account 01 its weak f~nancial position, maintain the accider~t rcscrve 
tund at a level which would have enabled it to meet the cost of thrx 
aircraft . 

As the financial position of the club was not such as to enable 
it to pay their insurance value to Govcrn~ent, the Govcmment finally 
accorded sanction to the write-off of Rs. 48,055 after taking Into 
account the amount recovered from the sale of the three cngincs and 
the salvage. 

The Committee were informed that the club created an Accident 
Reserve Fund which had a balance of Rs. 30,630 on the 3 1st March, 
1949. As the general financial condition of the club deteriorated, it 
withdrew certain mounts from the Fund to meet urgent norrlial cx- 
penditure, with the result that the Fund st- at Ks. 16,716 on the 
3 1 st March, 1 950. 

In cvidcncc, the rcpresentabvc of the Ministry stated that the 
money was withdrawn from the Accident R w e  Fund by the club 
wrth Government's permission to enable it to pay the wage of its 
employees. He, however, could not give convrnclng answer as LO 
why at that stage (when the balance in the Krrerve Fund w a  k ~ n g  
depleted) Governmcnt did not insut on the insurance of the alrcratl. 
He ucldod that thc Ministry were now very strict in t h t ~  matters. 



The Committee are of the view that while permitting the club to 
withdraw the money from the Accident Reserve Fund, Government 
should have insisted on the other 3 aircraft also being insured. They 
trust that in Jutrrre the rules in this behalf would be strictly enforced. 

Bad and douht fd  debts-para 42(2)  ( b )  of ~ u d i r  Report and Fifth 
Annual Report o f  the Corporation-page 23 

143. According to the Fifth Annual Report of the Air India Inter- 
national for the year 1957-58 the total outstanding Bookdebts as on 
31 st March, 1958 amounted to Rs. 2.08 crores. Out of the total 
Book-debts, debts amounthg to Rs. 1.97 lakhs were considered 
doubtful. 

in evidence, the Committee were informed that the anears were 
largc hccause of the increasc in the busins5 of the Corporation. There 
was a time-lag of 2-3 months in the collection of dues for a month 
and a large part of the out5tandinp bonk debts at the end of the year 
had been recovered in the following two or three months. Out of 
Rs. 1.97 Iaith5 considered had and doubtful debts. Rs. 1-34 lakhs 
were accounted for by defaults of three booking agents and the balance 
of Rs. 63: 177 rcprcsented amounts due from individual passengers and 
other sundry debtors. Legal action U ~ T  k i n g  taken against the book- 
irig q c n t s .  In repl) to a question. the Committee were informed that 
the :q!cnt\ wcrc a p p i o ~ ~ d  b> thc Tntemational Air Tranyxm Associa- 
tion aftcr going into their credentials etc. The arents had to settle 
their account\ generally within 45 days. Any default on the part of 
the agents had to bc b r o q h t  to the notice of the I..4.T.A, by all 
Airlins.  It was added that. however qtringent the I .A .T .4 .  was whllc 
granting the initial approval. it was difficult in practice to ensure con- 
tinued credit-worthinew of 3n agent and all air-lins had of necesqity 
accented i t  3s a businm risk and attempted to mitigate it as best as 
pmsible. 

The Comniittcc uoutd likc to point out that apart from the dcfaultr 
by the booking agents. there had been more than proportionate in- 
crease in thc doubtful debts even f m n ~  individual nassenpers and other 
sundry debtors. Thus, while the out\tnndin_p sundn  debtors increased 
from Rs. 121 07 lakhs in 1954-55 to Rs. 207.89 lakhs in 1957-58- 
an increase of 7 i rk  only-the amount of bad and doubtful debts 
(excluding amounts dcfaultrii hv h ~ k i n e  agents) incrcnced by 19 
times from Rs. 3,200. to Rs 63.177. The Committcc view cc.itit prcnt 



concern this increasing trend in doubtfrrl debts o f  the Corporation. 
They would urge that the Corporation should give its most serious 
consideration ro this aspect and devise suitable remedial measures to 
improve the situation. 

Regdations for oficers and employees of the Corporation not prescrib- 
ed-Para 42(4) of rlie Audit Reporr. 

144. Rules and regulations in respect of the tenns and conditions 
of senice of officers and employees of the Corporation which should 
have been made by the Central Government and the Corporation 
respectively and notified in the Gazette a! provided in Sections 44 and 
45 of the Air Corporations Act, 1953 have yet to be framed. In the 
absence of s ~ h  rules and regulations. the rules and regulations we- 
vailing in the 4ir India Tnternational Limited before its nationalisa- 
tion have been continued by the Corporation. Tn some instances the 
Comrat ion also allowed certain concessions in regard to Travelling 
Allowance. Dailv Allowance and Leave Salnn,  etc. to its employees 
even outside the scope of the existing rules. 

In evidence. the representative of Cornration qtated that in the 
Corporation's view the existinp rules permitted such increase and 
since Audit had raised an objection. the case had been submitted to 
Government for er-r)mt fncto sanction. Tn the revised draft rules 
necessary proviqions had hen made. 

Exvlainine the delav in framinr the new rule! and reeulation! it 
was stated that on nationalisation the employees of the Air India 
Tnternational Comration continued to be eclverned hv the  rule^ and 
R~mdatinnz ~revailinc in the nredecewv Comnanv under Scction 
20(1) of the Air Corporations Act until the t m s  and conditions 
were dulv altered and before drnftinr new rem~lations. the Cornom- 
h n  fi=t rimired to studv the workiw of the serviw canditinns hrnunht . 
into e f k t  from 1 qt Januarv. 1955 for 7.4 C. crnnlovm with a view 
to favine down similar conditions. T h e  framine of the remlatims 
was nolrhmcd thereafter due amona other thinm. to the exnan6m 
p m m m e  of the Cnmration ( 1 9 5 5 )  a k m c e  of a rmmiwl mion 
crt ~mnlnvte with whom n m a l ~  could he diwmed.  etc. The dmft 

Req~lntions wwc later drawn w, and fimt broueht Mote the 
Rrt f td  in Octnhet. 1957 and were submitted to Cwemment in June. 
1958. Since there were certain variations in these r e w l ~ t i m s  as 
comvared with those of the other C o m a t i o n  (T.A.C.) the hnet  
was asked to review the draft remlatims in the liclht of the cmnmmts 
af w m m e n t  which were communicated to them in Deccmher. 
1958. Interim commentq of the Manaeement d the Clomomtion 

received bv the Minktrv in the w m d  week of January, 1959 
which were under examination of the Oovermnent. 

The Corninittee regret to note that although more than 5 y n r a  
have pa.wed stnce the establlshmtnr of rhc Corporation, the regula- 



tionr have not yet been finalised. They desire that the Corpoktion 
should investigate into the cases where concessions in T.A ., D.A.. 
leave salary, etc., were allowed to the employees outside the SCOW of 
the 'old' rules and fix responsibility for these irregular payments. 

Avoidable loss of Rs. 4 lakhs-para 42(5) of Audit Report. 
145. In December, 1951 the Air India International Ltd. placed 

an order for the purchase of two Super Constellations, spare engines 
and spare parts at an approximate cost of $4:04 millions. In view 
of very uncertain sterlingldollar exchange situation then prevailing 
the Company decided in June, 1952 to cover the outstanding dollar 
liability by entering into forward dollar contracts for approximately 
$ 4 millions with the then Tmpefial Bank of India so that the Com- 
pany's liability to pay the purchase price would be governed by the 
then current exchange rate. (The procedure in force regarding for- 
ward dollar contracts in 1952 was that in the first instance such con- 
tract! had to be entered into for a period of 3 months and they could 
thereafter be renewed each month or terminated.) 

The aforesaid contracts were kept alive upto February, 1953 when 
thev came up for review. In view of the impending nationalisation. 
the Company sought the instructions of Government M o r e  committing 
itself to any further expenditure on keeping thew contracts alive. It 
was brought to the notice of Government that the donar'rupee ex- 
chnnee mi t ion  had improved. Tt waq also stated that in cau the 
contracts were cancelled forthwith the Companv would have to pay 
RS R 1R.913 whereas if thev were renewed upto June. 1954 when 
the de l ive r i~  were expected to be completed. the m t  would be 
between Rs. 12 and 12.5 lakhs. Government amed to the Company's 
suepstion that the contracts should be kept alive. Neither the Com- 
pany nor C~vernment made anv attempt later to review the necessity 
for the continuance of'theqe contracts either hefore or after nationalira- 
tion even thouch the e ~ c h a n ~ e  v i t i o n  had considerably improved 
and the fear of devaluation had naded. 

Tn evidence. the renresentative of the Cornration while admittine 
the f-ilure to review the contracts stated that since Cfivcmment's 
wnctinn to continue this insurance had been ohtaind anlv a few 
months ago, and out of Rs. 11 lakhs to be paid in all as insurance 
premium. Rs. 8 lekhs had dreadv b e n  mid  it was mciderccl worth- 
while to continue the insurance till the whole period was over. 

At the coetrocrt cnttld hc renewed rnch month nr tmm;nnted. the 
f w w r n W r c  fwl rhnt had rhr ne~mcihr for their conrinuance k r n  
rrvitwrd from time m time nnrticitlmlv when thc errhnne~ noritinn 
hnd cnntidcmhh imnrnvcd the low of nrarlv Rr. 4 lakhs .n~Uend fn 
rhic cnre rarrld hmv hwn rnwid.4. Thir ir clwrlv hone out hv the 
fnct that in A n d .  1953 (Itrst 2 monthr d t ~ r  the cnrlicr rJccfrltm to 
keep going the old tonvard dollar contracts) Government app- 



the suggestion from the Companv not to enter into similar contmctJ 
for new purchms as the dollar/sterling position had improved c o d -  
derebly since June, 1952. 

Audit Report, 1957 
Dehy in thc e.r~cution o f  the contracts for new vessels-para 41. 

146. An order for a vessel for the Andnmans run was placed by 
the &$tern Shipping Corporation with the Hindustan Shipyard in June 
1954. at a provisional price of Rs. 100 lacs against which s sum of 
Rs. 40 lacs was advanced during the period June. I954 to November, 
1954 on the understanding that the vessel would bz delivered to the 
Corporation by April or May. 1956. The actual delivery was made 
on 4th December, 1957 i-e., about 14  years after the promised date 
of delivery. The Corporation thus suffered a loss of earnings for a 
period of I j l  years apart from the interest on Rs. 40 lakhs for that 
period which comes to approximately Rs. 2,40.000 at the rate of 4 per 
cent. To  cover this loss an agreement was reachcd that the Corpora- 
tion would not be required to make any further iristalment payment 
against two other ships on order until the delivery of the second raip. 
Rut the order for the recond ship was cancelled in June 1'157 t-y the 
Corporation on account of abnormal delay in the construction 3f the 
first. 

In evidence. the representative of the Shipyard attributed ~ h c  delay 
in the delivery of the ship to the lack of experience of the shipyard in 
building ships of the new type. The technical adviwra of the Ship- 
yard had underestimated the period necessary for constructins the 
ship. The contract with the technical advisers had since I ren termi- 
nated in July, 1958 and the technical supervision and the direction of 
the shipyard had been taken over by Indian personnel. The rlripyard 
had since entered into an agreement with a West German tlnn for 
supplying designs for ships. 

The Committee worrld like to point out that the delny in the con- 
struction of  shipt war not on/?, due to under-enimation of rim? by 
the Technical Advirers hut alro drrc to defectr in thc  plant^ and de+n.r 
of the ships which could not he detected b y  the Shipyard before the 
work had made sirhrrantial progrerr. The Commitfee haw dealt with 
the quesrion nf  rerponsihilitv for defects in ?he plans and designs of 
thc, ships in para 150 o f  this Report. 

The Committee trust that with the change in the technical super- 
vision and direction, the Shipyard will reach better standards of 
e@ciency. 



Hindu~tan Shipyard 1,imited 

Lo.wcs in rhe Shipyard-prlra 44 of Audit Report. 
147. The Shipyard had been running at a loss which was made 

good by Government subsidies. The losses for the years 1952-53 to 
1956-57 were as indicated below: 

Rs. 
Lkha 

Thcsc los\cs hcrc in addition to Gokernrnent subsidy of Rs. 2 52 
crorcs p a ~ d  up to 3 1 s t  h4iirch. 1957 n1ci.int to cover the higher cost 
of consrructlon in thih Sl i lpj~rJ ds comparcd to the cc)st in the U.K. 
t o  H hich the \ale prlce u . 1 4  rc\tricted 



The Committee would like to he informed of the meawes  taken 
to reduce overhead chftrges and to arrgrnerlr production and the results 
achieved therefrom. 

L~nsciti.~factor Method of f'ixing Prices 

148. Under the tripartite agreement between the purchasers. Gov- 
ernment and the Shipyard, the price of a ship had to be quoted at 
rates nr which siniihr ships uvrrc available in the U.K. (such pricc 
being subject to suitable esciilation). The difference between the U.K. 
price and the actual cost of construction of a ship in the Shipyard 
was regarded as the maximuni subsidy payable by Government. The 
shipyard entered into an agreement with a firm of Naval Architects 
in the U.K.  to quote the U.K. (Parity) pricc on a fec of ,&500 per 
estimate, but it transpired that the U.K. parity price so obtained was 
not generally acceptable to thc buyers who finally negotiated the price 
actually much below the U.K.  prices. This in turn had the effect of 
increasing the subsidy papable to the Yard by Government. 

In evidence. the representalibe of the Shipjitrd stated that there 
was always a difference over the parity prlce as obtaincd by the Yard 
from its consultants in the U.K. and that which the indentors were 
able to get from their oun  consultants. The final pricc had, therefore. 
to be settled by negotiation. I f  so. the Conmittee doubt the wisdom 
of paying L500 to the consultant\ for each estitilatc. 

The Committee understand that the Ciovcrnnlent had bcen con- 
sidering for some time whether the price of the ship5 built in the Ship- 
yard should be fixed on the bast\ of a percentage of the total cost or 
on some other bas~s but it had not been pcnsiblc w tar ro evolve a Inorc 
satisfactory arrangement than that obtaining at present I t  had. 
bowever, been contended that the probler~~ has kconle somewhat I e s  
important since the price+ of the nine Lubecker vessels under ;on- 
struction in the Sh1p)ard at present. have already been settled on the 
basis of the pricc raid to the German Yard. Firrther, i t  is considered 
advisable to study lhc actual c a t  data of some of these ships in relation 
to the prices fixed bebore the existing prcxedure i \  revised. 

T ~ P  Committee are concurned u b i w  the s i x  of the srrhsidi~r paid 
by Government (which on average comes to about 24 per cent of the 
cosr). They desire thut crrious atrention .rhoukd be paid to bring 
down the cost of constructron and thus reduce the subsidy ~radurtlty. 

Surplus Stores. 

149. The Ship ard had in ?~ttxk certain stores valued at about Rs. 
20 lakb which ha i not been moved for several years aMf m e  of thua 
were lying since 194647, 



It was stated in evidence that the stores were acquired before 
Government took over the Yard. A part of the stores was obsolete 
and no purchaser could be found for it; a small portion had a1.w own 
sold. 

The Yard was contacting possible users, e.R.. the Naval dockyards, 
the Air Force etc. The possibility of using some of the stores in the 
Yard with slight modifications was also under examination. 

The Committee would urge t h a  unwar~red stores should be cleared 
quickly in order to reduce storage cind maintmance charges. 

Outstanding Recor.imendations* 
Defecrive Construction oJ crrluin Ships-para 233 of 7th Report 

(Second Lok Sabha). 
I 

150. The Committee in para 233 of their Seventh Report (Second 
L(d. Sahhrr) Je\lrcd to know thc outcome of the Committee of Expert5 
appuntcd t q  ttic D~rcctor\ of the Shipyard to enquire into the question 
of Jcfcct i~e con\truction of certdin ship\ dt  the yard and the action 
taAcn or prop)\c.d to hc t ,~hc:~ bj  the h11nistq against the personc 
re\pon4ihlc for the defective construction a\ also the precautionary 
measure4 to be taken for the future. 

I-ronl a ""note \ubnmcd b j  the iMinistry the Committee observe 
h a t  Go\crnmcnt have accepted the reconlmendatlons of the Enquiry 
C'omn11ttc.c w h o  have in addition to suggesting mekbures for technical 
in~pro\wi~ent.  \treswd the need for maintainme; careful statistics of 
construction. greatcr coordination betueen the Calculating Oflice, 
thc Drnw~ng Oftice. the CC~II~IOIICI of Stores and the Chief Shipyard 
Manager and a long term plan for training Indian perwnnel for ?be 
Desrgn and C'alculations Officer, 

The C'omnlittce trust that effective measures will be taken by Gov-  
e, r!mcnt and the Sh ~pyard to implement these recommendations at an 
early date. 

'The ('ornmittee also note that the Board of D~rec ton  of the Ship- 
yard ngrccd with the Enquiq Conimittee's finding that the responsi- 
bility for the drfccts in the vc?;scl "Andamans" must be shared hv 
A.C.L. as, in addition to their overall responsibil~ties as Technical con- 
sultan& it was their nominee who was ultimately responsibiie both for 
the de ign  tin 50 far as it related to the stability cdculation) and a r t -  
struction of the \hip. and have taken up the question with the firm. 
Ihc agrcemrnt with them had k e n  terminated in July 1958 and pay- 
ments duc ra thcrrr have been withheld pending settlement of the case. 

The Cmnmirtee would like that the matter should he ' finali.ud 
quickly and the result i n t i m e d  to them. --- -.--.. -- 

*Appendix I ,  Vtdrrmc I I .  
**Not p r u ~ t d .  



The Commitlee would also awai~ the result o f  the investigation by 
the Enquiry Committee to the defects noticed in the Central Excise 
Launch ( V.C. 123 ) and Calcutta Port Commissioners' Survey Vessel 
( V . C .  125). 

MINISTRY OF WORKS, HOUSING AND SUPPLY 

Arrears of Kent-Page 51 of Audit Report. 1957 

151. The total arrears of rent of Government property in an 
Estate Oflicc. which stood at Rs. 18.1 lakhs on thc 1st March, 1954, 

cnd o f  MimIi. 1956 and their brcak-up to 27.37 lakhs-by thc 
below: - 

went up 
i\ given 

A+ il ~CWI I  of qxcia l  measures taken by Govcrnmcnt to reduce 
the arrears, the total outstandings on the 1 s t  Junc, 1957 came down 
to Rs. 16.35 lakhs 

In e t~dence.  the rcpresentrrtlvc of the Minlstry of Workh, Hcrusing 
and Supply stated that the increase in the arrears o f  rent was to a 
certain extent duc to an incrca* in the number of allotment unib 
from 15,000 on 3 1st March, 195 1 to 22,000 on 3 1 st March, 1956. 
T h e  corresponding assessed rent had also risen from Rs. 70 I&hY in 
1950-51 to R\. 100 lakhs in 1955-56. The bulk of the arrciirs per- 
tained to the premises occupied by Gavemnlcnt servants. Under the 
existing p r d u r e ,  deductions on  account of house rent were ma& 
Prom the salary billv of Government servants. Although the rcnb 



had been collected, in most of the cases, from the persons conc~rned, 
necessary adjustnients had not been made in the accounts of the Estate 
Office due to non-receipt of the requisite information from the Offices 
which had tnade the deductions from the salaries of officers concxncd 
in timc. As a result of special efforts made by the Estate Oflice, the 
arrears of rent wcrc stated to have hcen reduced to  Rs. 10.55 lakhs 
in December, 1958. 

I'rofr~sional Inspection of Stores I'irra Jh of Audit Report. 1957 

In ctidcncc, ttic Sccrctary, hlinistry of W'. H. & S. stated that due 
to ccrtdin jiftic.ultic\ vi.- . non-avail;lbility of suitable land etc., it was 
not pxsihlc for  thc 1,S.D. to sct up its o\vn 1:tkvatory. He also con- 
tcndcd that tho period for which this locc h:id hcen computed should 
bc not from 1st April. 1952 !o 31st 54;rrch. 1956 hut from the date 
the 1.S.D. rook !he decision not to cstdhlish the hbratory i.e., from 
July, 1954 to March, 1956. The Committfc wrrr not sntisficd witX 



the explarratiorr. Thcy could not see why it took four years for the 
I.S.D. to decide about settittg its own laboratory. In rcply to a ques- 
tion whether the decision to wr up this labonitory HW approwd hv 
G'o\~crnnrcnr, the rep!\* was iri tlrc ncgc~riw. 13 is tlurs obvious that 
there was no justificafion for Imrqing continrred the firm o f  Corrsttlrants 
for a period o f  four ynrs from 1st April, 1952 orr payntenr of 
crtharicvti fce~. Thr rc~rlw~rsihiliry for this lay syrrarely on the D.G., 
I.S.D. I t  is regrctrnl)lc rhltt rlrc D.G., I.S.D. cot~tinrtcd irt his own 
nwy till 1956 tic spirt^ rep-tireti 111rtlir otjjcc.rion\ in 1 05.3 c(: 1054. 'rhc 
C~nlrttitri~c~ ~~oir ld  IiXc rlw I ro ) iri~'csti,qcltd frwtlwr mtd a 
rqww t~trni.dwi 10 fhcr~1. 

Hindustan fhariing Factory 1,td. 

15.3. Tlw working of tlw I'actor! ; I>  a ~icpartrticntal undcrr:tk.ng 
t.)' the \!'. H. & S. AIinistr! b r a ,  criticiwcl 1,' ttw C'ollliiiittcc in ; l . i l - . i i  

100-1 0 2  of thcir 1 (i!h Rcport r Firrt I OL Sahhii ) .  1 2  ii ;I\ c.ori\titut- 
ed into a limited C'rwp;in\ fro111 I i t  :Ipril I 'i5.7. 'T'hc iiorkin; t ) f  

the  Company fmrn 1 4 1  April. IW.1, i n  L~c~Jlaboraric~n n i th  ;I p r i \ - ~ . ~ .  
firm w:ls ; t l w  uns:~ti.f;icti)ry rcku1tin.c in ; t  of Rs. I -l.70.X70, r i l l  
! S t h  ;\ugu>t. 1955 .  13cc.au~c of 1 1 1 1 ~  11c;tv! lo\; \  ; I ~ J  rile inahitit!. , r f  
the p r i ~ . . ~ t c  firm t o  prt?\iclc+ furrticr uclrking capital.  thC .~r:cc..rncr!t \$ith 
the pr i ia t r  tirm u.t, tcrr~rinatcif lint! Cicrwr-nrncrit. t o c l k  o\c:. the f;!:: >-.\& 
uitti. crTcc.t from 15th :'\ugilc:. 1 0 5 .  : I ~ ~ c o s d i n ~  to 111c 'Ter~~iiii;t!itm 
A ~ r c c ~ ~ i e n t  uith the private firm. Govcrnmcnr'\  ih;lrc 14 thc h ~ . , \  u.'~l; 
fissd at R.; 5 i a h h  :inL! 111~: biil~~ncc. of R \  ').'C).S76 \i..~s 10 he h o m e  
f7y private firm. 

153. Under  clauhc 7 of the 1952 ~1precmcn t  the Conlpany was 
tn give preference to the production a n  J manuf i ic~urc  of forrrn con- 
crete slabs. An expenditure of RI 4 5 . 0  was incurred for repairs, 
additions and  alterations to the foam concrete Plan. A foreign 
engineer was appointed as h a d  of thic department  on a s a l i t ~  of 
Rs. 2.750 p.m. The value of foam concrete produced (as. against 
installed capacity of Rc. 15 lakhr  pcr annurn) was at  follows:- 



In accordance with the recommendations of an Expert Committee, 
which was appointed by Government to go into the working of the 
Factory, Government had written down the value of the foam con- 
crete machinery by 80 per cent in order to enable the Company to 
sell the foam concrete products at a reasonable rate. After this, the 
factory was able to pu\h up the sale of the foam concrete products 
a little. Hut .the companj was again at a handicap as the product 
was ncw to the countrj and the refrigeration industries were not 
quitc used to i t .  Thcrcfore, even atter writing down the cap~tal,  
the Foam ('orlcrotc Dcpartnicnt uaa running at a 109s. In con+ 
truction uoih.  whcre 1 1  could hc util~scd for partition walls etc., 
thcic ua\ ;I ti,,ngcr of its crach~ng due to the large variation of 
ternl,<ratulc ~n Indl,~. I t  HLI\ for this reason that even the C'.P.W.D. 
ucrc rathcr rt1uct;lnt 113 uw tills material. The C o ~ ? l n l l ~ t ~ * t ~  r c p r e t  
1 0  r J I l o  r r / I  h~lrrtetl i ; l ~ i  1 1  JS I  
Our! t~oth 1111* Altr~/slr\ i r rr t l  !lw ('ornpat~\ \corrlci ctplore t / w  p o u i -  
hrl~ticc of o\.crc.ornrrlp ! fw  d r f h  ul tr~s ,  techrtictil and p i + . (  / v ~ l o q i c d  
td lL(7,  t ~ r t ( 1  tokc ~ I P ! ) ~  ! I )  \ t*orL rhr {(~crorv r ( 1  1 1 )  ftdl c irpi~ rty. 

I t  uru stated that In tcrti~s of the panncrship agreement, the 
st& was r q u i r d  t t )  be recruited on the advice of the technical 
partncnhip (the prilatcl finn) which accounted for the inmara in 
the cstutrl~shrncnt charges. 



The Committee would like to point out thar r r 3 i ; l r  tlw production 
of the Factory falling far short of expectations, the establishment 
charges, should be reviewed and eflective steps taken to bring them 
down to a level correlated with the busineq.,d dhe factory. 

L ' 

(iii ) Lack of control regording purchases and Defective Slors 
,4 c.cmtr1t. 

156. For purchasing stores, no tenders wcre invited by the 
Company and Audit could not, therefore, verify whether the pur- 
chases were made in the most xonomic;il manner. It was reported 
that in some cases. p u r c h w s  were made from a firm in which the 
outgoing partner ( prn ate firm ) u '1s mterested and thc purchases 
were approved b) the Board of L)~recror\ without assigning any 
reasons for not calling for tender>. S o  phqwxl wriflcvtion of 
stock Has ever carried out. I t  \\as explained th'it thc hlanaging 
Director of the Cornpan) Jld not f o l l o ~  the rules :ind rnndc pur- 
chase\ of store5 ulthout thc 'ipprtnal of thc I3wrci of Dirccion. 
These transaction\ Jld not cc~nit' to the noticc of the r~prewntat i \cs  
of the Go\cmnwnt on thc I30,irci of Dir~.ctor\ ,it r t u t  time 

157. The Cornpan  entered rnto a contract oil ttic hill May, 
1953 for R1. 5 10 IAh5 ulth the C'.l'.\Iq.D ty n c g o t ~ t t ~ o n  for the 
supply of finished door\ dnd \+ ~ n d o u  \ r c cmrn  (io\ crnr~icnr 
quarters under c,)nstrucllon h! the (' 1' \I D M ~ r h . u t  ~rlfor~ning 
the S u r d  of Director\, the m.tri~gcmcr;t ~ I I ~ C S C C ~  Inlo ;I si lb-~~~ntr;1ct  
w i t h  v r n ~ r ) . ,  an C I - I ' I I I ~ I O ! ~ ~  of t h ~  factor! f 3 )  entering into t h ~ \  
sub-contract, the Con~pm:,  u , i \  to gtt  a cornrn~ssion of about 
Rs 71.600 at 143 per ccnt on the total k ~ l u c  of the work done by 
tbc l ~ l i \ t q .  In  dcicirtrc~n. d further proht o n  titllhsr ~\sucd to thc 
rub-contractor at the rate o f  K\. 5 - X - 0  pcf cfl dpJlnst the cost price 
of Ri. 3 - 4 4  per O f t .  \5J\ t \ ( > I ' ~ t d  , ~ I t h O u ~ h  ~ ~ t ~ d i t l ; :  I c j  the 
sub-contract, thc c(ht  of thc t~crrh I O  the Corrip3ny ~ o u i d  have workcd 
out to Rs. 4 . 3 8  I ~ k h \ ,  the zxpndi turc  ~ncurrcd by the company in 
financing the sub-ctrntrxtor H J ~  R4. 3.95  L t h h .  Thc wh-contractor 
failcd to complete the t+ork and i t  had t o  be fin11hcd by thc company 
at a further co-t of ahjut  Rs. 04,100.  Thc totiti cnpcnditurc to thc 
Company thu+ anlounted to R5. 5.5'3 lakh4. The loss of Rs. 74,182 
on  this contract was charged to the working capital supplicd by thc 
outgoing partncr and the commiuion of about R\. 7 1.6W pluc, the 
profit expected on i \wc of timbcr was remitted. 

In thiS case tao, it was cxplaincd that the sub-cantract with the 
mistry was entered into by the outgoing partncr on his own. Whcn 
this matter came to the notice of the Hoard af Directon in 1955, they 
di.wnod the transaction and the loss wus chargcd to tbc working 
capital investcd by the firm. The Cornmince enquired why thc C h v -  
~ n m e n t  Directors in the Board of Dircctan failcd to chcck ouch W 



gularities being committed by the managing partner. In extenua- 
it was urged by thc Secretary, Ministry of Works, Housing and Supply 
that these transactions never came to the notice of the Government 
Directors. The Committee regret to state that this statement was not 
borne out by facts us set forth in suh-paru ( i i i )  o f  para 48 o f  the 
Audir Report wherein it had been clearly sratccl that the purchase of 
stores b r w v  r~ppro\.ed by rhc ilotrrrf oj Ditcwors ( i n  which Governmenl 
hud rcprc.ccnrution). it is, rhereforc, apparcnt tlrnt the Gowrnntent re- 
presentatives on tlw Board of Directors of  f h c  Cornpanp did nor fulfil 
tlwir purr ill vnfrqrrnrding thc irlt~revt o f  Gowrnmcnr which i r  regrerta- 
hle. 

?'he C'otrlnlrttce ~cntlcrsrtrtd [hut rhe prirclrc firm of  parrrlers $till 
o1t.n some c~rrtorcnr to C;o\'crnn1cttt. .It tlre siirnc rime thew are also 
cc*rrc1i!1 coitrltcr-clairnr prc~jcrre~i h y  rite Irrm. The Contmitrce dc~ire  
rhcrt ~ l l  c.l~zitt1.r b! (;oteclrrtnlt~nt r i d  c.oltn:~tr-clnirt~s by the prii.ore firm 
\/tortltl hc whjccrctl to scrrttit~y hy :lrdit hefore firlai scrtlernent is 
rrttrtlc. 

Yura 49 of Audit Hcpwt ,  1957 

. * I hc. qu;tnrlttc\ of r . \c;~vntion uork c s t i m a t d  by the Architmt in 
S q r c . t r \ & r ,  Ilr;c> o t r  tlw h.1& of x t i l a l  drawings and plan work& 
out to 11.!?,759 c.ft. of > o f t  or c i ~ c ~ w ~ p o ' r d  rock and 6.18.376 c.ft, 
of hard T ~ x A .  On the b , ~ &  of thcw qurmtities, the contractor was 
over-paid to rhc cxtcnt of Rs. 3.30.552. 

('onlm~rtcc wvrc intcrrrncd thrlt the Chief Technical Examiner 
at the Ministry w;\s ; L ~ x J  to verify thc correctness of the quantities 
of hard and sl~ft nxks c ~ c a v i ~ l ~ d  for the construction of the Asbka  
Holrclla building with rcfcrcncc to contour plans prepared by the 



Architect and the Land and Development Office. But as the levels 
aaken in the contour plans of the Land and Development Office and 
of the Architect were between 50 and 100 feet intervals, they could 
not be taken as the correct hasis for arriving at the exact quantities 
of rock cuttings, specially hecause the nature of the adjoining rock 
formation which was in continuation of thc same rock on which the 
Ashoka Hotels was built. was very undu1;iting and levels changed very 
frequently. For the siinle reason the Survcy of India Plan could not 
also he adopted as thc Ioels therein wcrc t;lken at 100 feet intervals. 

The wide disparity between the qu;mtities as  c\ti~natcd by the 
Architect in September. 1956 and the quantitictr actuall) paid for 
could not thercforc he ~nve~tigatcd bj  the C.T.1.; In the :tb\ence of 
an) reliable contour plan\. f-iw cvcr. o n  the txws of a c t u ~ l  expt'ri- 
Inents carried out to detcnll~nr the \(,id ccmrcrit of lo()\ soft n ~ c h .  11c 
recornn~endeci a deduction o f  -30 pcr cent for vod4 fro111 the qu;~ntity 
of roft rock and on that hir\i\ ;r rccober) of T i \  I . l  3. I40 I \  p1op04~'d 
to hc made from the final h1I of the cc~ntr-,ic.tor The ~onrr.rctor has 
agreed c~ fh14 deduction. 

9.N3.675 c.tt. of clccnnlprwcl rock u,i\ uiiltwd b) ttlc c'ontr;ictor 
at rhct 4ite of \\orkj for retillmg pllnth4 t ~ f  ccrt.iln ht~llii~ngs 7'hc con- 
t r x i o r  U;lr p a d  R4. 12-64) per 100 c.ft. for i111\ rchlllng \sivh againkt 
R5. 9 - 4 4  per thou\and c f t  In the S ~ l ~ c J u l c  of Rati.4 The r;tte of 
Rr. 9 - 4 4  pcr rhcuantl c f t  t~tc'i~rdcci ,in e l ~ ~ ~ l c n t  of L O \ [  of c',rrth, fhc 
baiancc bang the cost o f  l.ihour crnplo!c,l fl)r tr.in\portat~cw and 
retilllng. kven thcwgh rhc dccwnlpow~l r o ~ k  uirh irhlch the rclilling 
work n d \  donc u,ir sv,i~l~ihlc. at yltc. ihc ;,itc for rc t~l l~ng \ t o r k k  out 
to 13 or 14 itt.1~14. marc rh.lr! thc ~ ~ h ~ J u l c c l  r'irc IZc~~dcs thc cch1 of 
Jeconqxwd roiL u t i l i d  In ~ ~ f i l l ~ r ~ p  u d\ : iOt rccoicrcd f10111 the con- 
tractor. .4ccord1ng to Aud~t .  ~ l i c  C\LL.\\ p.i!rnc~~f to (hc LorIf:.~c(oI o t ~  
this account was i i h l i t  R4 1.09.140. 

In evidence. the reprcwnlatlvc of thc .'clm~rtr! % t a t 4  that the rate 
of Rs. 9-4-0 per thouund c.ft. referred to in the Audit Report rcfcrrcd 
to earth filling in the hawnent4 Thc nature of filling in the present 
case was different. I t  con~i\ tcd of stores in thc forrn of soling as 
was done normall) in road work with hand runminp. The rate of 
Rs. 12-6-0 per 100 c.ft. uac fixed after takmp into considerarion the 
availabilit) of the material I(wa~ry, thc cost of transprtictior~ frctr~i 
about half a mile and the labour c h a r p  

The Committee, however, understand that the Planning Circlc to 
whom the matter was referred first stated that there was an c x c m  
payment d Rs. 43,824 for this item of work. 

In extenuation, it was urged by the r c p r ~ n t a t i v c  of tbc Ashokr 
Hotcis that thc original cstimatc fnuned by t& architect for the bug- 
ding indicated only lumpsum figures for filling in foundations, orad 



the then managenlent did not imagine that the P.W.rD. and the Gov- 
ernment Rules would have to be followed by the Architcct employed 
in this work. 

The Cor~lntirtee find i f  dificult to accept thrs us u d i d  plea. As 
pcryrncrtts m d c  shorrld alrl~avv he on the busis of uctuul work executed, 
in uny system of accoitrlrr worth thc name, due attention should have 
hcen prritl r(8 rhit frrn~icrtncnral reqicirernent. The Cornrnitrc-v, there- 
fore, f ed  that thcrc ivtri hcrrrllp m y  jurrification for making payments 
without me(i~rtrc~nent\ ntld c~llnvc,ing highcr ~pecinl rater for nwrk. In 
tlwir opinion, rlie rtrarrcr crllls for  furrhcr invertientiorr. 

'I'hc C ~w11~t1e.c ful t hcr i!nde.r\t.~nd rhdt cbe Chief Technical 
k x . r ~ ~ ~ i i t c r  of thc >l~ni\tr? \\.I\ ~ k k c d  to check whether the lead of half 
.I 1ni1~ $+;I\ ~ t ) r r C i t .  The  C ' . T  11 4tatcJ thdt 1 1  u~ diflicult for him to say 
:: t u r  thc i~ctu,il Icatl rntoI\cd ~hould habe been as there %.is ncith~ny 
av;;il;iblc at thc ~ t c  on uhich a check ccwld be based except the plan 
impxeci by the Architcct in which the avcmgct lead was worked 
out A\  23  chain\. Hc \\..IS, howeber. of the opinion that considering 
the huge volume of rock cxcrlvrtticrn and the urgency with which aH 
wurhs had to hc started s~mult;lne<~usly, the lead of 23 chains could 
not considered cxccssivc ;inJ cartage upto 26 chains were to be 
paid for as kad according to the rntc per chain which was Rs. 9-3-0 
per hundred c.ft, and .w the contractor was entitled to a furrbcr pay- 
ment of RF. 4 1,O 1 6 on this account. 



From the c\idenrc. plnrrd before thcrn, the Committee find thar 
no measurements were actually tnkerl in this case during the cxecu- 
tion of the work und payments \twe rnuiie on the hayis of certificates 
givorr by the Architect. I t  rclns urgcd thut the work had to bc completed 
within u specifid period for pro\*iding accommodation to the dele- 
gates for art interrtatinnd confenwcc and so the Management had 
to rrrce crgninst time. Evrn so, the Conlrnirrce cvmr~ot rcfruin from 
ohser\.ing rhur rlw [~roc'edltre f r d h l c . t l  in rnnkinp pnyments to the 
contruct, 1s w3as ylct~stionc~hle. 

162 In purwancc of a Kcu)lurron acioptcd by thc lxg tht i \ c  
4ssembly on the 23rd Scptcrnkr. 192 1 .  I l i t I f - ) ~ i i r l )  +l;ilcnlcnt+ of c a w  
in uhich lowest tender\ were n c j t  iiccertccl h)   he India S w c  Dcpurt- 
rnent, Landon, have k n  laid on the Tablc of thc l i c )uw from time to 
time. Another organication \viz. India Supply Mis4on. Washington has 
been functioning since, 1942 and it?, functionl; arc similar to that of 
the I.S.D.. London. But no such statements in r c i p c t  o f  th:it 
organisation are submitted ta Parliament. TIP Comnritte~ fdt that on 
the analogy of rhr procedure adopted in re.vp~ct of transuctinns oj 
I.S.D., London it is desirublc rlrut similar Itnlf-vqrly  staremtrtrv of 
cases in which iowest tenders were not accepted by  t h ~  1.S.M..  
Warhington should he submitied to Parliament. They trurf ihut !he 
Secretm. Minisrry of Works, Housing and Supp1.y will rake rarh 
action to implemenr t h i ~  suggestinn. 



Outstanding Recommeadationrr* 

Idos.s on a contract-Para 2 5 3  oj  he Seventh Report (Second L o k  
Sahha ) . 

163, In para 253, the Committee commented on the 104s of 
Rs. 13,946 on account of nan-fulfilment of ti contract by an unregis- 
tercd firm. The Committee were then informed that a 4ecurity deposit 
of R4. 5,170 had becn obtalneci from the finn in the form of a cheque, 
w h ~ c h  wa\ sub~equcntly di\honoured by its banker\. The dealing 
Assistant, who was responsible for the acceptance of %xurit) d c p i t  
in the form o f  cheque. had becn given a warning and tran\fcrred to 
Kourkcla. The C'ommittee dc4irl.d to bc informed uhether the c w  
had hecn intirrintcd to the prewnt employer o f  the A 4stant con- 
cerned. 

N o d  Rollrr IZtrlk f'rocirrt~tnc*nr \ ( - I i~n~~-Pur l r  260 i ~ !  Se~,etirh Rt*pc~rt 
of P.:I.C (.Sc*c-cmi I.ok Strhhii) 

Excesriw expenditure on conwuction of oficcr.~' Qrrarrcrs--para 
SO( 2 ) of A udir Rqwrt  

165. Thc actual cost of construction of thrct .Senior OfRcers' 
Bungalows at Alwayc. as h k c d  upto 31st March. 1957. was 

- *  --.- . " . . - . -. -- " . - *--. - 
*Aposodlr, t Vul. 11 



Rs. 1,01,300 per bungalow excluding the cost of water and electric 
i n d l a t i o n  as against Rs. 63,000 per bungalow uoted in the lowest % tender. The increase in cost was mainly due to e inclusion of new 
items and change in specifications. According to Audit, although the 
rent chiuged from the occupants at the rate of 10% of their emolu- 
ments amounted. approximately to Rs. 1,500 to Rs. 1,800 per a n u r n  
the standard rent of each bungalow amounted to about Rs. 6.000 per 
annun1 as a result of the higher cost of construction. 

The representative of the Ministry stated in evidence that thc 
increase in cost was due to changes from the tile to R.C.C. roofing 
and laterite inasonry of plinth to rubble masonry and the provision oi 
an extra rwm.  The change in niahonry was made due to wet condi- 
tions of ground uhich laterite could not stand and the addition of 
the room. a\ a forni of amenit! to the c)fficers In considcration of the 
under developed nature of the surroundirlg countq. To  a qucstion ru 
to how the Accounts Departrncnt of the Companp agreed to the extra 
expenditure without looling in111 it\ effect on the rent of the bunga- 
lows. there was no convincing r~ jdy .  

The Commirree are nor sarrsfieci wirh the reasot1.v gi~lcrr. In the 
present cbuse, the changes Iurd lire cfject of incrcusing the cosr ro 
nearly double the original esrimare. Suclr l u r p  scale re\,isron.s in the 
plan t.mi specifications of a \csork, apurr from lrucling IO cc~rlsiderable 
errra espendirure, defeat rhe purpose of obtaining tendtrs. .Vor nqrrt$ 
the changes neces.sirarcci on grounds which rhe authoriric.~ \cpere nor 
aware of initially. The Cornmirree consider [hut such acrion on rlte 
purr of the Cornpan!. by prorritling crn urnenit! in the .slrnpe of exrm 
accommodation ~vitholtr additio!~al cosr H'US runtamuunr ro .wb~i( f ing 
the (1 ficers irulirec! .I!.. They trwuld urge rhur t hc. rent claurged in this 
case should m f  be mated us a precedenr for drrermi~ting house rent 
when wcommodafion is provided in cxcetc of rhe scok. They cantrot 
also help feeling that rhe A ccounr.~ D c p ~  . ! r n  TI  o/ ~ l r c  Compr~rt y al.sn 
failed in its dirty to scrulini~e tltc. eflcct ( 1 ;  1 1 . 1 8  irtc.rru.w in co\t on rhr 
srar~rfnrd renr. They rrrm !hat suirahle r cs , . r  . l i d  \rep\ ,r.ill hti tukcurr 
ro tighrcn the scruriny hy rhur Department. 

Supp~ v of L I c Iec i i ~~  planr and machinery by a firm-pnrm 0 (  3 O/ rhp 
Audit Report. 

166. Some defects were noticed in a number of plant &d 
machinery components of the chloride furnace purchased in France 
according to designs and specifications furnished by the Consultants 
and inspected by them. As it was dgircd that the plant should go 
into operation according to schedule, the defects were ret right by 
the C'drnpany itself at a cost of about Rs. 3.86,763. To safegutid the 
iatmsts of the company, the payment of Rs. 2 lstkhs due to the 
Coasultants had been withbtld. 



In evidence it was stated by the representative of the Department 
that as soon as the final audit of the Company's accounts with the 
French Firm was carried out. the Company proposed to discuss the 
issue with the French Firm '~nd  settle it. The matter was being taken 
up with the Cdmptroller and Auditor General's representative in the 
Indian High Commis4on in U.K. The Committee would like to be 
informer1 of rhr s~ttlcment reached in this case. ' 

Lmge ~cc~tnttrltrrion of vtock-para SO( 4 ) o f  the Audit Report. 

167. Therc were large accumulated stocks of Rare Earths 
C'hloride. Cerium Hydroxide, Rare Earths Carbonate and Trisodiurn 
Pho\phate with the Company as on the  31 st March. 1956 valued at 
.ihout R\. 42 lakhs. 

7'hc C on~mitter: were ~nfor~~lcuf in the tour* of evidence that the 
( otnpiny ainleci to provide sufficient quantities of thorium. uranium 
and ccrim hydroxide 10 the plant at Tromhay irreqxctive o f  under- 
di\p)\al o f  other ;tncillary prducts .  He further stated that as the 
: a,ctor) u 41 not at present producing Chlorides, Carbonates or 
!I\dro\ttic\, the ~ tocks  were not being increased. The factor). w.:* 
now producing thorium plus triwxiium phosphate u h i c h  was readily 
saleable 

The C'ontrnttrrr h o p  /hat ~ * i t h  the stoppage o f  production o f  some 
ot the cht.mic.tr1.c. ~~rtention r v being paid ronrintrously to  the optimum 
utilirt~tiot! ol rile plant. 

168. 19b9 drurm were irnprted for storage of chemicals in 195 1 
from a forcipn country for Rs. 79,952 hut only 647 were used till April, 
1953. The remaining 1342 drums costing Rs. 54,076 got corroded 
and their value U ~ C I  written off. 

The reprtxt~tarive of the Department stated in extenuation that 
all thc drums would have heen consumed within ten months had the 
plan1 reached its rated capacity as envisaged. It was further stated 
that ail precautionary nlcasures against corrosion were taken including 
coating the d r u m  with bitumcn paint. Attempts were made to sell 
the drum\ but hxng of special type not used by others. they could 
not be disposed of. 

Thr Cornmilice srr,qge.rt thar in future a proper ascssment of re- 
yurremvnts should he made bcfnre placing orders for ruch stores which 
arc likcly to he dumnged, if not uwci within a short period. 

1a.r of Rs. 6,500 in the purcharc. of Hydrochloric acid-para SO( 5 )  
( i i ) .  

169. Hydrochloric Acid received by the Company in a trailor bank 
from a supplying firm was not actually weighed but the volume in 



Aitres was converted into tons by measuring the height of the acid in 
a l e  tank. In this calculation, a height of 48 inches in the tank was 
assumed to contain 1957 litres whereas actually the'same height con- 
bined 1973 litres. The first physical verification of the stock of acid 
done  after about four years revealed a shortage of .31.3 tons which 
was written off without investigation. The verification done in thc 
following year again disclosd 3 shortage of 13.4 tons which was 
attributed in part to short receipt from the firm (6.3 tons) who, how- 
.ever, accepted the claim only for half the loss. 

It was stated in evidence that measurement of liquids in tanks was 
usually done by measuring the height. and the same prc~ccdurc was 
followed in this case; the fonnula adopted was, houcvcr. %rung. 

Loss K\ 6X,h63 J r r ~  ! t ' ~ l r 1 r . s  cwinrotc o f  ~cttral  reqirircmenrr: o t  
c-erruir~ citcmiculs-pura 50( 5 ) 

170. The actual quantit  o f  cau5tlc sod3 and h,drochlonc gcrd 
purchaced by the Cornpan> frorli a firm during five )ear\ H J ~  5.767 
tonc a< agalnqt the m m i m u n ~  limit of 15,000 tons which the C.orr~pcln) 
were to purchale in accordance uith the terms of thelr agrcclnent w~th  
the s u p p l ~ h g  fin11 entered into in September, 195 I .  A cornjxn\a- 
tion of Rs. 1.83.100 wab claimed by the firm on account of ths. !OM 
suffered by hem for non-fultilmcnt of the contract The c l i r ~ ~ , ,  u n s  
settled for Rs. 68,663. 

It w a  stated in evidence that as against the higher cstinlatcd rc- 
quirernent, the off-take o f  the acid was cut down since thc rated 
capacity of the plant was not achieved due to defects which Jc~e lopx l  
in the Chloride furnace. 

The Committce recommend rhnt while enter in^ into long term 
agrermenrr wirlr firitt i  jar supply o/ rnaeria1.r err. /lucruatiotrs in ru- 
quirrm~rltr should be taken into account and srtitahle  provision^ made 
in the uqreement t o  safeguard tk interem of the Compuny in 1hi.q 

nspecf. 

The 24th April, 1959 
t~ai.wk&u 4, -i 8 8 1 IS&) 

N. G. RANOA. 
Chairman, 

Public Accounts C o m m l r m .  



PART IX 

Proceedings of the Sittings of the Public Accounts Committee held 
on 19th to 24th and 27th to 31st January, 19th and 27th Feb- 
ruary, and 24th April. 1959. 



PROCEEDINGS OF THE THIRTY-THIRD SIlTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE 

19th JANUARY, 1959 

The Committee sat from 10.00 to 13.00 bun.  

PRESENT 

Prof. N. G. Ranga-Chairman 

2. Dr. Ram Subhag Singb 
3. Shri Arun Chandra Guha 
4. Shri N. R. M. Swamy 
5 .  Pandit Jwala Prasad Jyotishi 
6 .  Shri Rarneshwar Sahu 
7 .  Shri Upendranath Barman 
8 .  Shri Prabhat Kar 
9. Shri Raghubar Dayal Misra 

10. Shri H.  C. Dasappa 
1 1 .  Shri Khushwaqt Rai 
12. Shri Aurobindo Ghosal 
13. Shri Jaipal Singh 
14. Rajkumari Amrit Kaur 
15. Shri Amolakh Chand 
16. Shri T. R. Dqirkar  
17. Shri S. Venkataraman 
1 8. Shri. M. Govinda Rcddy 
19. Shri Rohit Manushankar 
20. Shri M. Basavapunnaiah 

Shri A. K.  Chanda, Comptroller and Audiror General a f  
I*. 

Sbri A. Kdyanararnan, Deputy ComptroUer a d  Auditor 
General of India. 



Shri S. Venkataramanan, Accountant General, Cntrral 
Revenues. 

Shri P. V. R. Rao, Director of Audit, Food, Rehabilitation, 
. Supply, Commerce, Steel and Mines. 

Shri P. K .  Sen, Director of Commercial Audit. 

Shri V. Subramanian, Deputy Secretory. 
Shri M. C. Chawla, Under Secretary. 

Ministry of Commerce and Industry 
Shri S. Ranganathan, Secretary. 
Shri L. K. Jha, Additional Secretary. 
Shri K. B. Lal, Joint Secretq. 
Shn: N. Subrahmanyam, Joint Secretary. 
Shri C. S. Ramachandran, Joint !Secretary. 
Shri B. B. Sqena, Joint Secretary. 
Shri K. V. Vcnkatachalam, Joint Sccretaq. 
Shri K .  T. Satarwala, Joint Secretary. 
Shri Nagendra Bahadur, Joint Secretary. 
Shri D. Sandilya, Joint !Spxctary. 
Dr. A. Nagaraja Rao, Joint Secretary. 
Shri M. K .  Mathulla, Managing Director, 

Hindustan Machine Tools (P) Lt., Bangabre.- 
Ministry of Finance (Depwrment of Expcnditwr) 
Shri K .  L. Ghei, Financial Adviser. 

MTNISTRY OF COMMERCE AND INDUSTRY 

A d  Repcut (Civil), 1957 

Payment of grants-in-aid in excess of requirements-Para 22 

172. According to the Audit Report, during the six p a f n  
on 31st March, 1955, the Miaistry sanctioned and paid to the Cerr 3 
SIk Board grants-in-aid amounting to Rs. 51.53.994 fa the prc#nrt 



tim of scricultwq while the Board, allotted and paid Rs. 36,90,061 
to States as follows:- 

Anountslnid -pdd 
to the Bwtd to  SPtr 

by Govanmcncr 
Govcrmncnt bytheBo8rd 

v . .  - -. . - .  
Rs. Rn. 

The actual expenditure incurred by the State Governments from 
these grants amounted to Rs. 9,38,768 upto 31st March, 1955. Out 
of the unspent balance of Rs. 27,s 1,293 as on 31st March, 1955, the 
State Governments were stated to have surrendered Rs. 20,65,458 
during 1956-57. The Government's grant to the Board as well as 
the Board's allotment to the State Governments were thus in excess 
of what was actually required. 

The Committee wanted to know the reasons for the non-utilisa- 
tion of these grant.!,. The witness stated that till recently, funds were 
disbursed in advance on the basis of schemes which were acceptable 
to the Board and each scheme required the sanction of the Govem- 
ment of India. But since May, 1958 funds to be aid for the whole 
year are decided in advance and the States are a r  lowed to sanction 
continuation schemes without reference to the Government of India. 
But new schcn~cs were submitted to the Board and technically 
approved by it. He e x p r m d  the hope that the introduction of the 
revisal procedure of making monthly payments to the States would 
avoid payments of grants-in-aid in excess of requirements. 

Thq Committee enquired about the checks, if any, exercised by 
the Government over the progrtss of various schemes nm by t&e 
State Governments for which grants-in-aid were being sartctianad 

Tbc witness statad that the Silk Board and tBa 
periodical progress reports, while it was not easy to have 

vwrification of the actual progress on the spot on ammt 
of the dispersal of the schemes over a large number of centres, thc 



witness continued, the Textile Commissioner, who was also the Chair- 
man of the Silk Board had, however, opportunities twiw a year to 
visit the more important schemes that were in progress. The Com- 
mittee desired the Ministry to examine the possibility of having non- 
oBllcial Chainnen for both the Silk Board and the Handloom Board. 

,After some discussion the Committee desired to be furnished with 
a note setting forth information on the following points:- 

(a) Unspent balances with the State Governments year by year 
that had not been surrendered regarding all the Boards 
or Commissions. 

(b) The schemes sanctioned during the last six years by the 
Silk Board. Khadi Board. Handicrafts Board nna 
Handloom Board. 

(c) How many of those schemes had been completed? Hou 
many were yet to he completed? 

(d) What is the incidence of administrative charges of the 
Silk Board to the grants made to it? 

(e )  The mounts  spent by the States on administration out of 
grants-in-aid madc to than by thc Silk Board. 

(f) Schemes which had been abandoned and expenditure 
incurred thereon. 

The Comptroller and Auditor General pointed out that under the 
rwised procedure of grants-in-aid there might bc delays in pettsng 
monthly reimbursement by the States. He suggested that (iovern- 
mcnt might consider the feasibility of giving s~nall revolving c r t d ~ t  to 
the Stam. 

The Committea, next desired that copies of Annual Reports o r  
the autonomous Boards might be furnished to them. Thcy also 
desired that the Comptroller and Auditor General might include a 
note on these Annual Reports and the points arising therefrom in 
Lbe next Audit Report in addition to the Audit objections included 
in the Appropriation Accounts or the existing Audit Repom thereon. 
The Committea also considered the appointment of a suWommittac 
of their own to go into the working of those b a r d s  in detail. 

Page 1 6,  Note 9, .sub-head A .  1 (4  )-Silk fndrmry 
173. Against Rs. 22,22,607 sanctioned in 1955-56 to the various 

Slltclae O o v m t a t s  as matching grants for implemmtatian of schemes, 
Ebc sctual amount drawn d spclllt by them amounted to Rs. 55,061 
only. Tbe GommJ#a drew atteation ta tbe statement made in tho 
atme that th implcmcotation af the r h n  had b n  dclayod 
mainiy due to lick of trained personnel and adequate ffnaadll 



tmourcas and more h a  tabn in c o m p l b g  the preliminary forma- 
iitiee, and desired to be furnished with a note setting forth informst- 
don on the following points: 

(a)  Particulars of the Central schemes for the training of 
personnel, the amounts sanctioned and spent on them 
(during the last 3 years), 

(b) The number of 'persons that had to be trained and that 
were actually trained. 

(c) The desirability of charging agency commission by the 
Silk Board on raw silk import to augment its resources. 

ApdM Report (Civil), 1957 

..irregularities noticed in the Accounts of Subsidy on Production a d  
Sale of Khadi-Para 24 

174. On tha recommendation of an Advisory Board .set up by 
the Government of India for the development of certain industries, 
tiovemment sanctioned during 1953-54 a subsidy of one anna per 
rupee on production/sale subject to a maximum of Rs. 2,000 per 
institution providerf the production ,'sale during the period trom July, 
1953 to December. 1953 exceeded the production 'sale during the 
corresponding period of the previous year b j  more than 10 per cent. 
The schema was continued during 1953-55 with the modification 
that 6 pies per rupee was payable as ordinary subsidy on the actual 
production/sale without any limit or condition, and 6 pies per rupee 
as additional subsidy subject to a maximum of Rs. 1,000 per institu-. 
tion if the increase in production 'sale wceedcd by more than I0 per 
cent that of the previous year. The total payments made on this 
adcount during 1953-53 and 1954-5.5 were Rs. 1 8 . 1  16 and 
Rs. 1 1.63,902 respectively. 

Ths Audit Report disclosed tha following irregularities in the 
.account\ maintaind by the Board: 

( i ) Disbirrsemertt of stibsidivs without any independent vrrifi- 
curiorr of figures of production1 sole. 

( i i  I Payment of sitbsidies in a number of cases wishout frrlfil- 
men; of prescribed condi~ion of prodrtction/saIe. 

175. The Con~r~iittce wilntcd to L n m  the reasons for the over- 
pavrncnt of subsidy during 1953-54 and 1954-55 and not recovering 
thi sumc from the institutions wnccmed. The witmss stated that 
internal audit partics of the Khadi Conunission were going into the 
whole mar ter. 

a 

The Conmittcx pointed out that the Khadi b a r d .  avet which 
the Ministry had more direct control than they had over the Khadi 



Commission, d i s b d  subsidies without any verification of figurae oj  
production /sale furnished by the institutions concerned. They wan- 
to know the reason for this and also the steps taken to recover the 
overpayments. 

The witness, however, hesitated to express any opinion in the 
matter and stated that the Khadi Commission who were looking into 
it as successor of the Khadi Board would be in a position to give 
to the Committee more correct factual information by the end of 
March. 1959. 

When asked whether any explanation was taken from th4 o5cers 
of the Khadi Board, the witness stated that Office Secretary of h e  
Khadi Board had since died. The Ministry, therefore, could not 
make any direct enquiries from the Khadi Board's officials; they had 
to do so through the successor Commission. 

After some discussion, the Committee desired to be furnished 
witb a detailed note for their infonnation. 

Expenditure on Exhibitions of Indian Goods A broad-Para 25 
176. Since 1950, the Ministry took part in nearly 100 exhibitions 

and fairs and incurred an expenditure of over Rs. 1 - 25 crores. Audit 
reported lack of planning and cwrdination and other instances whcre 
tenders were not invited; works were started by contractors betorc 
axecution of written agreements or contracts; prior sanction of Gov- 
ernment was not obtained; detailed estimates were not drawn before 
awarding contracts, thus entailing aJ hoc lump-sum payment; papers 
leading to award of contracts were not forthcoming; ex grotia pay- 
ments had to be made to contractors. 

The Committee wanted to know the re&ns for the lack of plan- 
ning and co-ordination between the different sections of the same 
Ministry as also between the different Ministries handling the Exhibi- 
tion work. The witne\s stated that thc Exhibit~on Dlrcctorate's wort 
was a kind of a new service which had been organiscd in foreign 
countries at a very short notice. The Government of India only 
provided the institutional framework for the service. The real exhi- 
bitors and participants were the traders in thc country. It was 
impossible to how in advance the response of the trade to a particular 
exhibition. 

As regards air-lifting of exhibits in the two cases rcportcd in the 
Audit Report, he stated that the exhibits were originally intended to 
be sent by tbc surface route and were loaded in the ships. But the 
ship developad engine trouble in m e  c a x  and in another thew was 
tcouble with tbe port, and the exhibits had, therefore, to be air-lifted. 



e t s - - o n e  of the decorative type, selected by the Ministry 0% 
Commerce and Industry and the other of handicrafts drawn fnrm, 
different parts of the country, selected by the Handicrafts Board, 
which was then under the late Ministry of Production. 

The Cornrnihtee noticed that in certain cases action to despatch 
exhibits was delayed long after the decision to participate in the fair 
had been taken. They were informed that normally exhibitors were 
given 3 to 4 months' notice of an exhibition although somerimes the 
promoters of an exhibition gave Government 2 or 3 years' notice. 
When asked whether it was not possible to give more than four 
months' notice to the trade the witness replied in the negative. He 
added that that was not desirable also because the requisite tempo 
could not be built up earlier than that pcriod. 

To a question whether i t  would not be advisable to inform the 
trade earlier to avoid rushing through at the last moment, the witness. 
stated that it would not always be possible to avoid last minute rush 
of work, air-lifts etc. 

The Committee then desired to be furnished with a note giving 
information on the following points:- 

(i) When was the decision to participate in the Industries Fair 
from 3rd May to 14th May, 1954 taken? Wlen did 
its implementation commence? 

(ii) What has been the actual loss in organking exhibitions 
and fairs costing about Rs. 1.25 crores'? 

l iii) Have the accounts of the fair referred to in sub-para ( d )  
of thcl Audit Report h e n  findised and private 
account5 settled'! \\'hut is the liability that Govern- 
ment had to share in this case'? 

Next, thc Comrn~ttcc cnciulred a h ~ t  the imprcsion that Indian 
exhltut~ creilfcd In forc~gn countries. The witness stated that he 
thought lndu \could recoup thc 1os~c.s in the organisations in a few 
years. for rhs exhibits h i d  bccn well receivd and the number of 
t r d c  enquiries had incrcascd. 

Hindisran Machine Tools ( P )  Lrd.-Para 23 

177. The Con~mittcc u'ant~ui ti) know the reasons for not refer- 
ring the disputes bctwcen Gwrmnwnt and the Foreign Firm (Xl ' s  
Ckrlikons) over the intc~prctrition of the various claasrs of the a p e -  
ment to ubirr~tioil as provided in clause 13 of  the Heads of Agree 
mcnt. The witncss stated that that would have held up the progress 
because of the Factory's deplndencc: on the foreign collaborators. The 
Mansgcmcnt. t h ~ e f o r t ,  considered i t  advisable to settle all disputes 
with the foreign callabmtors vi:., M 's, Ocdikons by entering inbb 
u revised rrgrecmernt witb that finn. 



On the point of production of lathes by the Hindustan Machine 
Teols vis-a-vis the private sector, the representative of the Ministry 
statad that at present the Hindustan Machine Tools were .havmg a 
diversified programme of production and were contemplating to 
manufacture cheaper kinds of lathes. 

When asked about the stock position in the Hindustan Machine 
Tools, the Committee were informed that the prtsent stock position 
was roughly equal to half a month's production. But the order book 
for the coming year was causing some anxiety. 

When questioned whether the demand of lathes in this country 
was taken into consideration tit the time when the Agreement wttn the 
foreign firm was under negotiation the witness stated that looking at 
.the stock position, it was obvious that planning and production had 
been quite satisfactoq. 

InJructuorrs expenditwe or! Highly-paid Foreigr~ StaB recruitrd r r r  
Advance of Req~rirenierrrs-Srib-para 6 

178. In this case, one technician was appointed as a paintcr fore- 
man on 1st July, 1954 on 3 months' training on Rs. 1.888 p.m. plils 
Rs. 490 p.m. as overseas allowance and was sent out to India in that 
capacity. although there  as no nced far such an appointment. This 
.technician was, therefore. described as a packing foreman even though 
there was no need for such a forernan in 1954, as the factory had 
not started production. 

When asked about the just~fication of an appointment of a painter 
described as a packing foresnan. the witness 5tated that the aim of 
the Company uas to train people In the painting job. To a question 
he replied that the technician actually imparted training here to about 
30 to 40 pewns  in the a n  of painting. Further, this technrcian u s  
incharge of training both in painting and packing work. In exteni1.1- 
tion, it was urged that in the earlier stages the company had to 
'depend on their technical advkcn ( 1 . i : .  Ckrlihons) in such appint -  
ments. 

Pqmenm for technicians without bcnefirs of their serrarcrs 
179. The Committee wcre informed that the 14 technicians who 

wcre entertained by thc foreign firm at a ccrst of Rs. 1-93 lakhs and 
given training in the foreign country were found to  bc unsuitable to 
take the 'obs at the Hindustan Machine Tools and that i t  was one I .of the un ortunate experiences of Gnvcrntncnt had with the Oerlikom. 

Irregrtlar debit of Rs. 4.07 lakhr to the Cornpuny o t~  ~ccori t~r  01 
Planning expensesSub-para 7 

180, Expenxs on salaries and allowances of \tuff employed on 
planning and inspection of machinery ctc. to the extent of Rs. 4.07 
hkhs were debited to the Company during the period 1st March, 1953 
to 30th Septcmbcr, 1954 although there was na provision in the 
'Hp& of Agreement' b r  the, paylncnt of wch expenses by the Cam- 
-. 



According to the Audit Report, the claim for a refund of this 
amount and the inffuctuous expenditure cited in the above two par* 

aphs was not pressed because all outstanding disputes with the 
&eign firm were settled by the new agreement under which the 
foreign firm was paid a sum Rs. 12-5 lakhs as an overall settlement 
after taking into consideration the claims of the Hindustan Machine 
Tools and the counter-claims of the foreign firm. 

The Committee wanted to know the circumstances under which 
the Ministry paid Rs. 12.5 lakhs to the foreign firm as an overall 
settlement. 

The Managing Director. Hindustan Machine Tools (P) Limited 
stated that under the old agreement the Oerlkons were the techni- 
cal managers of the factory. But in 1956, there arose a large number 
of disputes over the interpretation of various clauses of the agreement. 
Harmonious working in the factory became difficult and the progress 
of the Project slowed down. Moreover, Government felt that in case 
of continuation of the old agreement, the firm would have to be paid 
a sum of Rs. 2 crores in the form of royalty and Rs. 60 Iakhs as free 
shares for their services during the period of 20 years, as laid doua  
in the agreement. Government also felt that arb~tration for settle- 
ment with the firm might prove a costly and long drawn affair. Under 
the circumstances, Government thought it  prudent to amve at an 
overall settlement by a paying a sum of Rs. 12:50 lakhs to the firm. 
for having assisted Government in establishing the factory. setting up 
production and training the staff therein. 

Asked uhether Government were still paying any royalty to the 
foreign firm. the Managing Director stated that under the new agree- 
ment only in respect of H.22 lathes, royalty was paid to the firm 
instead of  on the entire output of the factory as envisaged under the 
terms of the old agreement. In reply to a question whether Govern- 
ment had taken care not to repeat the old defects in the new agree- 
ments, which they were entering into with other firms for tbe estab- 
lishment of various factories in the country, the Managing Director 
stated that thanks to the competition prevailing among the ioreign 
collaborators. Government were in an advantageous positian now. 

When asked whcthcr the H.M.T. had ever thought of having 
thcir owp foundry for castings. the representative of the Ministry 
statcd that Govcrnrnent had given thought to the matter but the 

robtern of finding foreign exchange to the extent of Rs. 30 l d d u  had 
geld up p r o g e e  in that direction. He. however. h o p d  that the 
problem would be solved hy allocating one of the aid funds for the 
P'Jrpa6e. 

To a question, whcthcr thc cost of the machines produced in the 
H. M. T, compared favourably with that of similar foreign machines, 
the Managing Dimtor ,  H.M.T. re lied that the landed cost of 
karr lathe in India was Rs. 40.508 including 10 per cent duty, w & b  
the H.M.T. s tand  scHing high precision lathe at Rs. 39,000. In tht 



second year the price came down to Rs. 36,000, and in the last year 
that had come down further to Rs, 29,500 only. The ex-factory pricu 
in Europe of that type of lathe was, however, Rs. 32,740. 

Next, t& Committee wanted to know whether the factory had 
t sufficient training facilities for the p e r s o ~ e l  employed by the EM.=. The Managing Director stated that the factory had trained 

the personnel n q a r y  for 3 shifts and the training centre had been 
placed at the disposal of Government of India for the bolefit of other 
mdustrics in the country. Government had also appointed a Com- 
mittee to look into that matter. To a question, the representatives of 
tha Ministry replied that the training facilities in the centre were open 
both to private and public sectors in the country. But the number 
of people desirous of getting the high level of training and pay for 
the same as well, was not large. 

181. The Committee then adjourned till 10.00 hours on 
Tuesday. the 20th January, 1959. 
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MINISTRY OF COMMERCE & INDUSIRY 
AppcopiPtioa Accounts (Civil), 1955-56, Vohr. I1 ud X M  

1 83. Defective Budgeting-Exc&ses and Savings over Voted 
Grants. 

E 4-MirocllmrooP, Deptr. 69,66,- 6610(0 - 9,oz,940 
md Expmiture under 
t b e M l ~ a € c a n -  
mcrce .ad Industry 



Undcr Grant No. 1 (Sl. No. l ) ,  the e x p l a n a ~ p , , ~ v m  for tfrae 
excess expenditure was "omission to provide funds". Wlth regard W 
the savings, the Committee pointed out that in all the c . ~  referred 
to above, Government had obtained Supplementary Grants which 
ultimately proved unnecessary either wholly or la part, In particular 
the Committee desired to know the reasons for obtaining a Supplcmen- 
tary Grant of Rs. 5,00,000 under Grant No. 4(S1. No. 3 above) im 
the month of December, 1955 when it should have b+n evident to tbe 
Ministry that there was going to be a large saving under the total 
Grant. The representative of the Ministry stated that at  the time of 
obtaining the Supplementary Grant, the saving under t l q  Grant was not 
anticipated. The Comptroller & Auditor-General informed that pur- 
sua# to the recommendations o f  the P.A.C. contained in their 8th 
Report (Second Lok Sabha), Government of India had issued an 
order in August, 1958 regarding Budgeting and Financial Control by 
which only those schemes which had received adrninistrative approval 
\hould be provided for in the budget estimates. The ,results of this 
order, he thought, would be evident from the Audit Rqorts cornmap 
ing from the year 1959-60. The representative of thi: Ministry a h  
exprcssed the hope that under the new scheme of delegation of addi- 
tional powers to Ministries which provided for the appointment of 
Financial Advisers under the control of the administrative Ministries, 
the position would improve. 

Granr No. 2-Losses, writes-off etc., Page 14, Note 5. Vol. 11 

184. Two wagons containing 770 packages of tin plates wcre- 
despatched from one depot to another in January and April 1947 but 
as they did not reach the destination, a report was made to the Rail- 
ways in September, 1947, and a formal claim for Rs. 26,018 lodge& 
in November, 1948. The claim was rejected by the Railways as tbe 
report was time-barred. The loss was written off by Government h 
May. 1955. No disciplinary action was taken as tbe police investiga- 
tion did nor implicate any of the depot staff. 

Explaining the reasons for the inordinate deiay in preferring the- 
claim against the Railways, the representative of the- Mitry sta!af 
that a satisfactory answer could not be found from the p a w  avail- 
able. The question of taking disciplinary action in the matter had also- 
not btcn considered, as it was not possible to fix the responsibility on 
any particular o&cor. He, however, assured the Committee that the 
Ministry would cvolvc a procedure in consultation with tbe Ministry of 
Railways to prevent the recurrence of such lapses in future. 

t oms ,  wrircs-ofl crc., Puge 6. Nore 7. Vol. XVI 

185. Uodcr Grant No. 86Sral t .  a sum of Rs. 2.07.079 was writtaap 
off by the ampetant authority. Among others. the wae P ~ P  
WWB al loma owing to tb value of salt being found dm bb* 
~ V W U ~ C  t4 AM e ~ . ,  ww =tad to RS. 1.m7w. r~n 



;the representative of the Ministry stated that covered accommodation 
.had not been provided for the storage of salt as it was considered that 
.the interest on the Capital cost and annual maintenance charges in- 
volved therein would be more than the annual losses caused by rain or 
stoim. The losses were abnormally high during this year due to un- 
seasonal rains. 

The representative of the Ministry of Commerce and Industry, 
however, undertook to furnish to the Committee a note indicating the 
psition of stock on the various dates (during the year under report), 
when rains occurred and how at the end of the year, the losses were 
.totalled up. 

. t o s s  on guaranteed purchase of American Cotron, Page 21, Note 
19, Vol. I I  

186. In March, 1952, the Government of M i a  announced their 
intention to -tee the purchase of American and East African 
Cotton at stated prices. The guarantee was considered necessary as 

 the prices of American Cotton were falling at that time, and without 
this guarantee the Banks would have necessarily demanded larger mar- 
.gin for giving financial accommodation to the Indian Mills impairing 
the latter's capacity to purchase their normal requirernentr of Indian 

Cotton. Accordingly, Government had to buy in March, 1953, 1,845 
baks of American Cotton at Rs. 19,26,450. A further expenditure of 
Rs. 18,526 was incurred on storage and other charges. In July, 1953 
an offer for the cotton at Rs. 1.600 per candy was rejected by the 
'Ministry in the expectation that the price would rise further. In Decem- 
ber, 1953 the cotton was sold in one lot for Rs. 18,26,306 at Rs. 1,497 

.per candy. The loss of Rs. 1,18,670 was written off by Government 
in February! 1956 by debit to the "Fund for the benefit of cotton 
growers in India." In reply to a question as to why the Government 
#did not accept the offer of Rs. 1,600 per candy in July, 1953, the re- 
presentative of the Ministry stated that the offer was considmd low as 
compared to the prices prevailing at the time and the Government were 
an vious to avoid any ioss to Government. The Textile Commissioner 
was asked in September, 1953 to go ahead with the sale'of the cotton 
'try invitin limited tenders subject to the condition that a rcserve price 
of Rs. 1,&5 per candy beink fixed. Tenders w m  accordingly invited 
but no offer was received thts time. In the absence of any other offer. 
the entire stock was sold to the Kohinmr Mills. Bombay 'al Rs. 1,49? 

-per candy. The Committee were not convinced of the above explana- 
tion- and desired that the m d u c t  of the officer in charge of this deal 
should be looked into. 

As regards debiting loss to "Fund for the benefit of cotton growm 
in India" it was stated that the credit facility for the purchsse of Amcil- 
a n  Cottoa had been given to enable tbe mill owners to purchase 
Indian cotson. The loss had, therefore, comctly been debited to tbe 
Fund with t k  concurrarco of the Audit Authotitisrr. 



Periodica: Stock verification of Salt rat Kharaghoda-Note ( i )  Page 
31, Vol. XVI 

187. With reference to the note ( i )  appearing under the s ta te  
mcnt of stores for the year ending 31st March, 1956, that "periodical 
verification of stock of Salt at Kharaghoda does not take place" it 
was explained by the representative of the Ministry that stock veri- 
fication was undertaken at the beginning and end of every season. No. 
verification was conducted during the season. 

The clcarance of stocks for the years 1952 and 1953 disclosed 
losses of stores of Rs. 2,16,910 Bengal Maunds. The Committee 
observed that these losses were comparatively higher than thost in 
the previous years. The representative of the Ministry promised to 
furnish the details of these losses for the information of the Com- 
mittee. 

Firrr i~~c icd  Ra~sie\c~ of rhc~ ntorking of Go\,ernment Salr Sources Rajas- 
rhm and Mandi (Page 9. Vol. X V I )  

188. The working result\ for the year 1955-56 of all the four Salt 
source4 ( r ~ i z .  Samhhar. Didwana, Pachbadra and Mandi) disclosed a 
net lo$\ of R\. 2.53.7 12 as compared to a net profit of Rs. 7,85,211 
during 1954-55. The representative of the Ministry stated that the 
b \ws  uerc mainly due to decrease in the production of salt resulting 
from thc \ea\ond rainfall being les\ than that In the previous year. 

With regard to the question of a revision of the selling rates of 
Salt produced in the Rajahthan Salt Sources referred ro in the last 
para at page '9 of the Appropriation .4ccounts ( Vol. XVI).  the 
C'cwmit tee were informed that thr major factor which influenced 
thc price wa.s the royaltl k i n g  paid to the Rajasthan Government, 
which ii~nounteci to about 50 per cent of the cost of production. The 
question of revising thih rojalty uas under consideration. 

189. Thc building accounts di\clowd that the valur of chowkeys in 
Agars amounting to Rs. I H.394. reported to have k e n  washed away 
during the rains of 1927, had not heen written off this account. and 
the cost of nc* chowkeys uorth Rs. 46.835 built in 1927-28 had 
not yet hecn brought in to thc building account. The Committee 
were informed that the losses had since k e n  ~ r i t t c n  OH and the 
irascts rcgi\tcra nurr k i n g  written up to show the ialue of chowhqs 
built in 1927-28. The Conunittw, however, did not get s satisfactory 
vnswcr for Ciovernmcnt taking 30 yean to settle such a noo-contra- 
vtrsial matter. 

286 (Ail)  LASS--8 



Man& Salt Mines 

190. During their visit to the Mandi Salt Mines in June 1958, 
the Punlic Accounts Committee had been informed that for the 
scientific exploitation of the mines at Drang a scheme for sinking of 
two shafts had k e n  taken in hand in November, 1957. The con- 
tract for the work had been placed with an Indian firm; but the work 
had to'bc stopped owing to certain disputes with the contractor; The 
representative of the Ministry informed the Committee that the con- 
tractor was not working according to schedule and action was king 
taken against him. Efforts were also being made to  find another 
part! t o  undestahe the job but only foreisn firmr were willing to m n e  
forward and that ttw et very high costs. 

As regards Maigal Salt Mines near Mandi where Salt was being 
nlanufacturcd by solar evaporatron from perennial spring of brine 
which Here runnins at a loss. thc Committee were informed that the 
concentration of Salt in the rtream war comparatively low and the 
installation of m a c h r n e ~  for the nidnufacture of Salt from it  was not 
likel! to be ccononllc 'Thc matter u a k .  houcver. rtill under exami- 
natiqn. The Secretar!, Commcrcc and Induqtq Minktry undertook 
to furn~\h the C'mmittec a note di\cus\ing the conin~ercial exploita- 
tion of Salt Source\ rn the 5landi region 

191. The Comn~rtter  ucrc rnfor~ned that thc output of Nahan 
kuundrj  u a \  bung ~ncre,~reci \uh\t.~nt~all! Ar compared lo the figure 
ol 1.2(lO ton\ rn 1957. tlic target for rhe )ear 1959 uar  3,000 ton\. 
The hulk of product~or~ of the foundr! h d  k c n  rugarcane crushers 
uhich uere  sold to thc K h d i  Hoard C'cm\~dcr.~tdc tirficultics had 
been experrenced In thc paIt in thc recuvcr) of due\ from thc Khadi 
Board uhich hdd an ad\er\c effect on the u a y  and n)c;inr p i t i o n  of 
the cornpan). 

Another drtficult) expcrienccd by the foundry was Ihonage of 
M orking cqmal  Although the cornpan! w ar alrcady over-crrp~tal~\ed, 
it UP, conwdercd that itr uorking uould Improve with certain addi- 
tmnc to thc rrlachiner> ctc I~arl ier  the company had received a 
lodn of R \ .  71 1ahh\ froni thc Governnlent and i t  war not proposed 
to  conbert this loan Into capltal and ohtuin wctic)n for an additional 
capital of RI. 2 t o  3 lakh\. Largc nunlhcr of o r d m  ucrc  
nou bang recc~bed b) the (olripany arid i t  ~ a 4  fclt that uith an  
increaw In itr SIJC o f  prcKluction thc company uould show better 
rewlts. The C'onin~ittce suggest that the capital of the factory might 
be reconstructed and written down in order that i t  might \how better 
results in future. The representative of the Miniwy agrcerl to consi- 
der thc suggestion. 

During their virit to the Foundry in Junc, 1958, the Committee 
bad gathered the impression that the post of the Sccrcfary to the 



Board of Directors was superfluous as the officer appeared to be 
attending the Board meeting\ only. In extenuation the representa- 
tive of the Ministry stated t11i11 the Secretary to the Board of Direc- 
.tors was also the Secretary of the Company and besides attending 
meetings was looking after the day-to-day working of the Company. 

MINISTRY OF HOME AFFAIRS 
Appropriation Accounln (Civil), 1955-56, Voi. I S  

D e f e ~ t i ) ~ e  Budgeling-Savings over I,'oled Grants 

192. The Committee drew attention to the following instances of 
over-budgeting : 

3. 56-Andaman C* NI- 
cobar Islands . 2,70.32,003 I.-6.10.440 -q 21.550 12 

It u a s  aI\o ob\cn'ed that though there uere large savings in the 
above cases, the Minktry wrrendered only small amounts at the 
clmc of the year- 

W ~ t h  ~epclrd to thc first I ~ C I I I  ) - I :  . G r m t  No. 53-Polrce, the re- 
prc\entat~hc of thc Mmistry explained that provision had been made 
for griint of hn~nc ia l  r l w \ t k ~ ~ ~ c ~  to the State Gohernments of Rajas- 
than and LV.P. .  hut duc to dcla) in the ishue of final orders the 
anwunt\ could not bc pard to them during the financial year. In 
thc w w n d  casc. 11 \+it\  \ t a t 4  that provision had been made for 
muking claboratc arrangements for a study of population data; but 
thc uorl, could not be undertdxn and a sum of Rs. 8.32 lakhs was 
.act uo l l~  surrendered. 

In the fourth case the resultant saving b a s  more than Rs. 28 
h h h s  but cml> Ks. 2 - 3 7  IrAhs uerc  actually surrendered. It was 
\tated that thc shortfall In expenditure had occurred over a large 
nurltber of suia11 i t e m  likt: J i d .  Workshop.  Capitation Fee rtc. In  
the la41 C ~ I C  (C';~pit;il Outlii) o f  the hlinistr? of Home Affairs) it wsls 
\ t a t d  t l l ~  ar u a \  the cave i 1 1  othcr State\. the Union Temtories did 
*not achir.\c thcir targct4 of developn~cntal pruprnnwm owin8 to lack 
o f  requi\itc n~achincry and technical know -how. The pcxition had 
3incc in~provcd. Machiner) and ttxhnicnl know-ho\a were now 
av;~ilirblc and other proctulurrtl defects were being renldied by dclc- 
gating poucrs st appropriate levels. The repre-entativs of the 
'Ministry also staled that the accounts of the Ministry in subsequent 



years had shown an improveuient in the matter of budgeting and 
financial control over expenditure and he assured the Committee that 
better results would follow. 

hlaririr Depurtrnertr, tlrttlczrnc~ns-Storm lpnge 23, Nole 5, Appro- 
priariort Accvitrtrs (Civil). Vol. I X ]  

193. The Appropriation Accounts disclosed that physical verifica- 
tion of stores had not been completed at the time of Audit. The closing 
balance had been increasing from year to year which showed that 
the purchases of stores were not properly planned. Further, stores 
valued at Rs. 45.000 which had been declared surplus were still 
awaiting disposal. The representati~e of the Ministry stated that a 
reserve h i t  of stock at Rs. 12 IaLhs had been prescribed in January, 
1958; but taking into con~ideration the value of stores issued 
annually (Rs. 9 laLh\ 1 .  thc resene-stock lin~it was rcduced to Rs. 1 0 .  
lakhs. Instructions had k e n  issued to the Administralwn to restrict 
the stock to t h~s  I~rnrt. He added that the \urplu\ stores wcrc txing 
disposed of. 

194. The uorhmg of the thxkjard A.C-. Power House, Motor 
transport. Afloat and stores for the period 1955-56 resulted in a 
net loss of Rs. 2.78,827 as against Rs. 3.00.973 during the year 
1951-55. i t  was \tdted that thc ccntagr: c h a r p  (percentage of 
labour charges in relation to entire expenditure) had k e n  r a i d  by 
100  per cent in 1954. hrmging them to 2 0  per ccnt for Govcmn~cat 
work and 30 per cent for pri\ate work. I t  uas not c o m i d e d  
desirable to rane the\e charge\ further Icit the) \hould advcncly 
aCIect the volume of work hmdlcd bj the Lhck>ard. I hc y u c m m  
of reducmg overhead cxpcndtrurc had alw k n  comidcrcd and cx- 
penditure o n  allcxatcd lahour \+a5 reduced frorn RI. H5.000 tn 1954- 
55 to Rs. 70,000 in 1955-56. 

195. With refercncc to thc reprcwltatlon from a Iiccn\c~ that 
the rate\ of rojally chargcd fro111 h m  *crc o n  thc htgh 4 c .  thc 
Committee werc informed that the ro)cilty on t i m k r  chiirgcd f r w ~  the 
local people uas  at a concwkna l  ratc and wa* different from that 
levied on timber expr tcd  t o  thc mainland, On a wggc\tion whether 
the r a t e  of royalty could nor hc rc\iurd in order to intpmvc the 
p i t i a n  of export\ froin Andantans and thrrcby eliminating !ha 
wastage of timber which wits at pracnt 30 per ccnt of thc produce, 
the Cornmittce were informed that a wxmning and trciltmcnt plant 
had hccn w up in the Island which would minimiw thc wastaga, 

On the yucsliion of Sundry kbson, the Cammittac: were infomrad 
tbc actual outstanding rtrnounta had since btcn rccovcrad. Ths 



minimum limit of royalty on  shortfalls had since been revised and 
recovery was being effected. 

Referring to the decline in the export of logs from Andamans to 
Foreign Countries, the representative of the Ministry stated that 
with the development of Tea Industry in the country more of this 
wcwd was needed in India and exports to foreign countries had more 
.or lev, to be stopped. 

C'o\wrmcwr Duiry F w n .  Atrcimnans (pages 23 and 53-55,  Val. I X  I 

190. In Note 6, pagc 24 of the Appropriation Accounts (Vol. 
1X) it was stated that phy$ical verification of stuck was not conducted 
during the year under review and the balance shect as on 31st March, 
1056 had not bccn prcpdred. The Committee were informed that 
verification of qtock had been carried out and no discrepancy war 
noticed. The balance sheet had also been prepared and furnished 
to Audit. 

The Committee desired to know the latest position about the 
working of the Farm, specially whether all the debilitated and uneco- 
nomical animals of the old stock had been disposed of and whether 
the water supply had since been improved. The representative of the 
Ministry promised to furnish the requisite information to the Corn-' 
mittee. 

S h i p p i r r ~  I>c~pclrtnwwt, Andumanr (pages 23 and 71 to 77 of Vol.  I X )  

197. The financial results of the running of "S. S. Maharaja" dis- 
closed that excepting the year 1952-53, when there was profit the 
shipping depannlent was a11 along running at a loss mainly due to  
the rnarkcd fall in the income from freight on exports. The Com- 
~ilittce dcliircd to bct furnished with a detailed note setting forth the 
reawns for continued losscs in the Shipping Department. The re- 
prtxntativc of the hlini\tr) promised to furnish the information. He 
a h  stated that while rhc Income from freight on exports had decrea- 
srtd there was a correywndin~p increase in the passenger traffic. A 
Comn~ittce wa appointed to go into the question of the general 
working of thc Shipping Dcpdrtmcnt and i t \  Report was now under 
the cxitnrination of the Government. 
Nico bar 7'ratle 

198. The Committee a1so cmphitsiscxi the desirability of exploit- 
ing po re  avenues of trade in the Nicobar Island and ending the 
manop ly  of thc existing firm. 

199. The Con~mittn. then adjourned till 10.00 hours on the 2 1st 
January, 1959. 



PROCEEDINGS OF THE T H I R T Y - I  SITTING OF T H E  
PUBLIC ACCOUNTS cOMMI'I"TEE HELD ON WEDNES- 
DAY, THE 21ST JANUARY, 1959. 

200. The Conlniittee sat fro111 10.00 to 13.00 hours. 
PRESENT 

Prof. N. G .  Raug;i--Chairnlclrt. 

2.  Dr Ram Subhag Smph 
3. Shri Arun ChanJra <;uha 
3. Shri X. R. M. Surtmy 
5 .  Pandit Jwala P r a d  Jyotihhi 
6.  Shri Upndranath Uannan 
7.  Shri Prabhat Kar 
8 Shri Rrtghuhar I )~ j . d  3 l i m  
9. S h r ~  H C'. Dasrrppa 

10 S h r ~  Ja~pal Singh 
1 1 .  R d j k u m x i  Alrirrt Kaur 
12. Shrl Amolskh ('h.inll 
13. Shri T. R. D w p ~ r ~ h ~ r  
14. Shr~ S VenLatararnm 
15. Shrr 34. Gab incia R d d y  
16. Shri Rohit !vlanu\hanktir DLi\c 
17. Shr~  Sf. B ~ l w a p u n n ~ i i a h .  

Shri Y. V. R. Hat+--1)ireclor of Audil, Food, Rehabilirarion, 
Supply, C'tmmt*rrVe, S~crl  atd Mines. 



Shri V. Subrarnanirrn-Drpulj .Secrcti~ry. 
Shri M.  C' .  C'hau la--limier Secretary. 

Shri M . K. S~ichi1t.v--Srcrt>t(~ry. 
Shri K. S. Krishnaswam)--Joint Swretnry. 
Shri H. I:. Iur-Joinr Secrercrry. 
Shri V. N. Rajiin-Director C'crzcrai, Supplies & DisposaLr. 
Shr~  J .  M.  R~jhwani-Chief Engineer, C.P.W.D. 
Shri S. C'. Deu an-A Jdl.  Chief Engineer, C.P. W.D. 
Shri C. A. Subrlrhrnanyam-Clticpf Co~rrroller of Printing 

and Sturionery . 
Shri C. Balasubramaniam-Ii.stale Oflicer. 
Shri P. N. Kr~shnasuamy-Chief u and Accounts 

Officer. 
Shri  R. P. Mhrctre-Generul Manuger, Hindustan Housing 

Factory ( P )  Lrtl. 
Shri S. Ratnun--4)ffrcer on Special Duty, Ministry of 

C'onvrrerce anti Irtdlrstry d Dirtwor. ,J..droh-a Hot& 
0') I.t'f. 

Shri S. i'ohra-f. rnnricicil A ti\-iser. 
Arrears of Hcnt, h id i t  Report, 1957-Vo1. I Page 51, para 45, 

201. This para d i s c l w d  that the total arrears of rent of Govcm- 
nwlt  propert) rn an Est~tc Othct'. which s t c ~ d  at Rs. 18- 1 lakhs on 
the 131 March. 1954. ucnt .upto 2 7 . 3 7  IAhs b!, the end of March, 
195t). ,A, ,I rclult of thc \peci~i rntxsures taken by Government to 
!acklc thc problcrn .~IJ to tcduce the 3rrc';lrs. the totd ~~tstililding on 
the I \ t  J u w .  1057 ~ 3 1 1 1 ~  rlotvn rtl Rs lt7.35 Iakhs. 

Explaining thc rc.ihon\ f o r  the Increase in arreatx of rent, the 
Socrctury. kf~nislry of \3'.H. h: S. s i a t d  tiut the number of nllotmcnt 
units which was 15,0(M 011 tllc 3 1st hlarch. 195 1 increased to  22,000 
on the 31st  March, 1950 t t w  resulting in increase of westx i  rent 
from Rs. 70 Iakfu in 1950-51 to KF. IN) lakhs in 1955-56. He 
addad that the bulk of t ime m e a n  ~ : l s  outstanding against the 
C~ovcmnuxt servants. In thc c9.w of quarters allotted to the Govern- 
ment S c n w t s  and M.Ps.. although d d u c t ~ ~ n s  of rent were king 
n~rtdc frotn t l i r~r  salary bill\. yet it involvd sorile time-lag between 
the time of acrud rwwcry dnd i t \  ddju4ment in rhc books of tho 
Estate Oflice. I t  nas on account of thb that these accounts were 



being shown in arrears. As a result of the special measures taken 
by the Ministry, it had been possible to recover about Rs. 8-9 l a b s  
of the outstanding dues. 

In reply to a question, it was stated that the C.P.W.D. were 
maintaining Capital and Revenue Accounts of all the residential 
buildings constructed by Government. 

The Committee desired to be furnished with the. following infor- 
mation : 

( i )  A statement showing the Capital invested by the Govcrn- 
ment of India on the construction of residential 
buildings in Delhi and New Delhi and the rent realised 
in respect of the same as on 3 1 st March, 1958. 

(ii) A statement showing the number of Government buildings 
which have been allotted to the various oflicers. etc., 
free of rent and the book rent thereof under F.R. 45-A. 

( i i i )  A statement showing the latest position regarding arrears 
of rent outstanding from Government servants, 
Embassies, unauthorised occupants of Government 
residences. etc., an on 3 1 s t  March, 1958 and steps 
taken to recover the anears of rent frpm them. 

Profeeeional Iaspection of Stores, A d a  Report, 1957, pagcii 51-52, 
para 46. 

202. In this case, a firm. ~ h i c h  had acted for a nun~her of years 
as Analytical Consultants to the India Store Department. i ~ m d o n ,  
applied on the 1 l th April, 195 1 for an increase of about 25 per cent 
in their fees. In order to exanline whether this rquer t  was justified, 
it was decided to obtain quotations from other suitable firms. The 
lowest offer then received was, overall, about 23 per cent lower than 
the revised scale of fees sought by the firm acting us Consultants. As 
at that time, the India Store Department.contemplntect taking up the 
analysis work in its own laboratory, that Departn~ent decided not to 
change the AnalytJcal Consultants and on the 15th October, 195 1 ,  
the increased fees applied for by the firm were approved as from 
1st April, 195 1. I t  was pointed out by Audit in July, 1953 and agdn 
in Juiy, 1954 that the continued employment of this firm had involvd 
Government in extra expenditure since 1st April, 195 1 ; but it wrrs 
only in April, 1955 that fresh ttnders were invi td and after dw 
verification, etc., the firm, which had submitted the lawest quotation 
in 1951, was eventually appointed as Analytical Consultmts on tbc 
12th March, 1956. The dela of over four yews in deciding to appoint 
tbc new firm as Analytical l 'onsultants had involved Government in 
avoidable expenditure of about Rs. 22,000. 



The Secretary, Ministry of W.H.&S. stated that there were several 
difficulties on account of which the I.S.D., London could not set up 
the laboratory and it was ultimately decided that as the firm had been 
rendering good service the existing arrangements need not be changed. 
In reply to a question as to why tenders were invited when the firm 
was rendering good service, he stated that formal tenders were not 
invited but certain enquiries were made, as a result of which it was 
found that the existing fir111 was equally good. 

The Committee desired to be furnished with a detailed note 
stating the circumstances under which it was decided by the I.S.D., 
London pot to change the Analytical Consultants after a decision 
was taken to set up its own laboratory and the officers responsible 
for the delay of nearly four years in coming to a decision in this case. 

Avoidable cxtra expenditure owing to the failnre to take timely adom 
in concluding cantmct.Audit Report, 1957, page 52, para 47. 

203. An Overseas Mission received tenders for certain equipment 
on the 28th March, 1956. As there were some deviations from the . 
specifications in the only acceptable quotation, it was referred by the 
Mission to the indentor for technical review, and approval under two 
communications dated the 27th April, 1956 and 2nd May, 1956 
which were received by the indentor on the 21st May, 1956. The 
prices indicated in the quotation were open only upto the 30th May, 
1956. This fact was not communicated by the Purchase Mission to 
the indentor. The indentor's approval was communicated on the 7th 
July, 1956. Meanwhile, the price had gone up and eventually the 
equipment had to be purchased at a higher price, resulting in an 
avoidable cxtra expenditure of about Rs. 26.563. 

I n  another case, the w n e  Mission referred the lowest quotation 
received for a drilling machine to the indentor on the 10th November, 
1956 and requested him to intimate acceptance thereof by the lOth 
Dccenlber, 1 0 6  as the offer wa5 open only upto the 21st December. 
The indentor's xccptance was, however. received on the 9th January. 
1957. The lowest tenderer was not agreeable to  upp ply the equipment 
nt the rate quoted by him earlier. The equipment was subsequently 
purchased at 3 hiphcr price and this resultd in an extra expenditure 
of a b u t  Rs. 1.757 

The Secretary. Ministry of W.H.BS. stated that in the first cast 
the fact about thc date on which the quotation was to expire had not 
bcen nwntiond in the lcttcr which *;IS sent to the indentor but jt 
was there in the offer. He added that instruction$ had since been 
issue4 to thc Purcht1.w Oficers that they should draw attention to this 
in tha covering Icttcr. 

With regard to the other c u e ,  he stated that the Director ob 
Indian Rearch  Institute. P i h i  wbo was tbt indentor in this cam 



had intimated to then1 that the matter was a complicated one and it 
took them quite a long time to decide the matter. The Committee 
could not get any reply as to ~ h y  thc Purchase Oflicer follo\icJ 
JSerent  procedures in these two cases. 

Hindustan Housing Factory (P) Ltd. 
Hindustan Housing F'actory-Audit Report, 1957, pages 52-55, para 48 

204. The Profit and Loss Account of the Hindustan Housing 
Factory (P) Ltd., for the ycar ending 3 1 s t  July. 1956 s h o w d  .a lrlss 
of Rs. 53.685 ivhile that for the year ending 31st July, 1957 showd 
a protit of Ks. 38.972. The Secrctiiry. Mitii\tr) of H'.I-leks. stated 
that the balance of Rs. 29.1 $ 2  due from the firm had sincc bccn 
adjusted. 

205. According to Audit, the C;overnment had sincc implemented 
with effect from 1st August. 1956 the recommendation of the Expert 
Committee to write down on an nd Itoc basis thc valtlc of the foam 
concrete machinery by 80 per cent in order to enable the company 
to sell the foam concrete pancls at a re;isonablc rate. 

In reply to a question as to uh) lhc ccht of lht lli~chlncry k i ~ s  
r d u c d - b )  hO p r  cent, the .k.crctary, Mlnlrtr) o f  W.H.&S. s~atcul 
that the h p r t  ('onlmittcc uhtch cxmut~cli  thir qucrborr u,u iof rhc 
i i c ~  that if thc rnach~nc.~-j w,is .wid In the nurkct, they could not 
get more than 20 p r  cent of thc oripnal p r w  and t t  would not tse 
corrwt to hurden the new etwpany ulth t rwhincq  worth Ws 24 
i.tUr+ for uhruh tficrc u;tb 11o markc[. I t  usr, thcrcforc, &ciJxt to 
rcducc the c a t  of thc ~nach~ncr) to 20 ycr ccnr. 



rather cautious in the u.w of this material as there was a risk of the 
r~iaterial cracking due to the large variations in temperature in India. 
1 he matcrial cpuld be used in buildings which were going to be air- 
conditioned or in cold storages but he ridded that i t  depended on the 
advice given by thc air-conditioning-expens. 

T o  a question as to how the cost of the foam concrete material 
coniparcd with the l u n d d  co5t of similar imported stuff, the General 
Manager, Hindustan Housing Factory stated that for insulation 
purposes the usc oC this materlul v.a\ economical rrs compared to other 
impr tcd  material\ like cork available in the niarket. If this material 

used in cold storage plants, ctc. thc saking uould be to the extent 
of 35 pcr cent. (2s for u m g  t h ~ \  matcrial in placc of brick3 - for 
partition wall\. hc stated that ~t would not be economical to use this 
material in view of the ION co\t of bricks in the northern region 
e\ptxially in Dclhi. but i t  ~oulcf  prove economical in the case of 
multi-storeyed buildln~s whcrc dd\'dntage could be taken of the 
hghtne\s of this rnatcnal to economise in the concrete frame structure. 

( ii ) Hea\-y E.rtcihli.\htnent Churge.s--Audit Report.  1957, pages 53-54, 
para 48 ( ii) 

206 In 1955-56, when the prtx!uction of the factory was of the 
order of RT. 30.14 lahhs, the establishment charges were Rs. 2.7 
lakh\ ;  in 1956-57. H hen the production was of the order of Rs. 38.23 
Ishhs, thc cstcibli\hnicnt c h a r p  were Rs. 2.81 lakhs and in 1957-58, 
nhcn thc pr{xiuct~on u a\  c y f  R\ 40.1 1 lakh\, thc ectablishment 
ci~argc\ ucnt upto R\ 3 . 3 8  lakhs 

i tii I 1.t~c.X O J  c.c~rl~rol rt*#imi~rr s prrrc-htz-scs and LIc*tcctivc Store A ccorrnr 
, , i t i t ! ; !  R c ; > o r t ,  \95?---pclge 54, parti 48 ( i i i )  



The Secretary, Ministry of Works, Housing and Supply stated 
that the then Managing Director of the Company did not follow the 
rules and he was making purchases without the approval of the Board 
of Directors. These transactions did not come to the notice of the 
Government Directors on thc Board at that time. 

In reply to a question. the General Manager of the Factory stated 
that the physical verification of stock was being carried out every 
year since the factory had heen taken over by the Government. 

(iv) Loss on n sub-contract br,orth Rs. 5 lakhs given l o  a former patty 
employee-A udit Report, 1 957-pages 54-55,  para 48 ( i v )  

208. The Company entered into a contract on the 8th May, 1954 
for Rs. 5.10 lakhs with the C.P.W.D. by negotiation for the supply 
of finished doors and windows for certain Government quarters under 
construction by the C.P.W.D. Without infomiing the Board of 
Directors, the management entered into a sub-contract with P mistry, 
an ex-employee of the factory. By entcring into this sub-contract, 
the Company was to get a commission of about Rs. 71.600 at 
141 per cent on the total value of the work done by the niistry. In 
addition a further profit on timber issucd to the sub-contractor at the 
rate of Rs. 5-8-0 per cft. against the cost price of Rs. 3-4-0 per  cft. 
was expected. Although according to the sub-contract, thc cost of the 
work to the Company would have worked out to Rs. 4 . 3 8  lahhs, the 
expenditure incurred by the company in financing the sub-contractor 
was Rs. 4.95 lakhs. The subantractor  failed to complctc the work 
and it had to be finished by the company at a furlficr cost of about 
Rs. 63,100. The total expenditure to the Conipany thuc amounted 
to Rs. 5 - 5 9  lakhs. The loss of Rs. 73.1 HZ on this contract was 
charged to the working capital supplied by the out-going partner and 
the commission of about Rs. 71,600 plu\ the profit crpcctcd on issue 
of timber was remitted. 

In explanation, the Secrcl.ir), Mirli\tr> of W.H &S stated thut 
this arrangement uas entered ~nto  by the out-going partner on his 
own. When this matter cimc to the notice of Lhe ksard of Dirtxton 
in 1955, they di.wwnd the t ransidon and the lass was charged to 
the working capital invmtcxf b) M's. HSW Lrd. Ttic C'onimit t~ 
desired that the final s w l m ~ c n t  made u~th this firm ( M I S  BSW Ltd.) 
should be looked into by Audit. 

Ad-hoc Advances to  the mnfructor. 

209. Ad-hoc advances amounting to Rs. 70 l& wcrc made to 
a cwttPrctor during Novmber, 1955 und kcmber ,  1956 without my 

a~~c ia t iun  &I thc actual work dorst. Tbe mwtumenrs of the works 



were the responsibility of the clerks of works, engaged by the company 
in consultation with the Architect. but in terms of the agreement with 
the Architect, the responsibility for checking them at site devolved 
on him. The clerks did not record the measurements nor did the 
Architect exercise any check at site as required before recommending 
payments to the contractor. According to Audit, certain staff had 
now been taken from the C.P.W.D. on deputation for measuring such 
works as were susceptible of measurement to finalise the contractor's 
claims. Out of the item\ of work of the total value of about Rs. 120 
lakhs. measurements of items valuing about Rs. 110 lakhs were 
recorded by the Architect or the C.P.W.D. staff after the advance pay- 
ments to the contractor were made and for the remaining items valuing 
Rs. 10 lakhs relating to excavation. R.C.C. footings, fillings. etc., it 
had not been p ~ s i b l e  to rccord any direct measurements for the reason 
that thc item9 of work were covered up. 

To ,I questlon ;I\ to ~ h e t h e r  thc ad hoc payments were according 
to the ~ o r k  done or whether ~t involvcd any unauthoriwd financial 
aid to the contractor, the representative of the Aahoka Hotels Ltd. 
stated that in the abscnce of records. enquiries had to be made of the 
Architect to awertain the est~mated value of the building at each stage 
uhcn an advance was recornn~ended by him. The contractor had 
rncrtsured the Nark for inclusion in the bill$ for intcrlm payments gnd 
there Ha4 no reason to believe that the contractor's measurenlents 
were inxcurate. A4 a rewit of the check nos  conducted by the 
nlanagcnwnt of all rneawrcniunt\ they urre \atistied that the contractor 
had ncvcr ~iitcrnptcd at 211) tlnw to overstate the value of work done. 
This h d  h c n  corrohmtcd h) the Architect also. 



t.xcess payment of about Rs. 3.30,500 due to failure to take measure- 
ment of excavation work . . 

210. The Contractor prcfcrrcd a claim for excavaion of 41,47357 
.c.ft. of soft and decon~posed rock and 8,83,318 c.ft. of hard rock 
at Rs. 100 and Rs. 150 per thousand c.ft. respectively and was paid 
o n  the reconimendation of the Architect. No pit or stack measure 
rnents of the excavations were taken during September and December, 
1955 by the clerks of works but reliance wa\ placed only on the rccord 
of the lorry loads of excavated muterinl kept by the contractor as 
lifted hy him for clain~ing lead. 

The quantitie., of excavation work cstiniatcd by the Arch~tect in 
September. 1956 on the ba& of actual J r i i ~ l n p  and phns  ~ o r k e d  
.out to 11.33.789 c.ft. of soft or dccornpowd roch and 6.18.376 c.ft. 
of hard rtr-k On the brtw of i h w  quantit~r\. thc contractor was 
over-pard R4. 3.70.542 

21 1 9.83.675 c f t  of ticcorupc)\cJ r c ~ k  W i t \  U ~ I I I ~  hy t t ~  C ~ W -  
tractor ;it rhe rite of  work f o r  rcfilllng pltnrh c ~ f  u w c  of Ihc burldtnp 
of thc Hotel. The contractor had ch.~rped RI. 12-6-0 per 100 c.ft. for 
this refilling uork against Rs 9 -44  per thousand c.ft. in the shedulc 
o f  rat-. The rate of Rs. 9 - 4 4  per rhouund c f t .  included nn 
elcwent of msr of earth, rhc h a l m x  bang thc c c ~ r  of Iabnur employed 
for tranq-.wrtatlon and refilling. f:wn though rhc deccrmp~ed rock 
with which the rcfilling work wa4 done was rvailtlblc ut site, the 

ra re  for refilling worked out lo 13 16) 14 t i m  mow than Ihe xhcdulod 



rate. Besides, the cost of deco~nposed rock utilised in refilling had 
not been recovered from the contractor. The excess payment to the 
contractor on this account was about Rs. 1,09,140. 

The Director of thc Ashoka Hotel stated that the rate of Rs. 9-4-0 
per thousand c.ft. referred to in the Audit para related to earth filling 
in thc bahement. Th,: nature of work done in the Ashoka Hotel wah 
filling the plinth with stores in the f o m ~  of soling as it was done 
normally in road work, with handramrning. The material was. avail- 
able locally and i t  was transported to half a mile lead and laid in 
h inches layer in the basement as in the case of road work. The labour 
content of this work U S  given in the C.P.W.D. Schedule was Rs. 9-8-0 
p r  100 c.ft. and the difference hetween the rate of Rs. 12-6-0 per 
100 c.ft. and R\.  9 - 8 4  given i n  the schedule was accounted for by 
the 1c;d of h;~lf a rnilc for which the \tone\ had to be conveyed before 
thcy WCIT ~ x ~ c k ~ d  i n  the bawnient. He admitted that in addition, a 
rulii of R4. 5 - 5 4 ]  pcr 100 c.ft. N i l 4  paid ctarlicr for taking this excavat- 
cii ~i~atcrial  ou~\ idc .  He added that thc rate for refilling of a similar 
nature of w j r k  paid hy an Embassy in thc same locality was Rs. 1 7 - 1 4  
; 1 1 d  i t  ~ ' a k  on an open tender basis. 

When hi4 ;ittention was dr;ii\.n to the fact that the rate for refilling 
of cxc;~vatcd earth in foundation. plinth. etc.. in  six inches layers 
iri~.luilirlg r;~nirning .rnJ uarering ~ , i 4  R\.  9-14 per thoward c.f: i r ~  
thc ('.P.M'.D. Schcdi~lc r Delhi Rate.). thc reprem-~tative of the Htvr.1 
.;t;itcd that  if i t  was a question of retillin; of excavated material as i t  
\ \ . , I ,  clorie in  an! building in \.'ins! ?agar. R4. 9 - 4 4  would h a w  h e 1 1  
p , ~ i , l  to ~ h c  coritr.lc1rlr hut i n  the A h A a  Ho!c.l\ the refilling was done 
t r i t l i  4toric\ ;lnd the .tone\ had to be packed in 1:iyers from the point 
o f  vicu. t d  thc rcChriical rcquircmcnt~. Thc rctilling of c \ c a u t e d  eanh 
;I \  \iich wit\ L*;::! ~:itinite\in\;tl portion. he added. E l u ~ i J ~ t i n g  the 
point. he further 41;1!ed that thc nnrnl;tl pr;ictict in Delhi to fill the 
plinth of the multi-\!oreyed buildinp with Jamuna sand. the rate for 
1rhiL.h u.14 R5. 2 3  pel. I00 c.fr.: i\herea\ h!, usins the 5 h - r i 3  nt the 
\ I I C  ;1 le\\cr ratr of RI;. 1 2 - 6 4  per 100 c.ft. was possible. 

I n  rspl! lo n quc\tlon. hc \ t , r t d  t l u t  the clrtginal e\tlni.lie as f r m -  
t.tl by thr :~rc!iircct for [hi\  hullding mentioned l u n ~ p w n  figure< for 
filling in ft)t~diitlc\n\. Hc .idnlitteJ that there had k e n  a ha+ mibtake 
it1 the wnw th;rt thc  thcri nmnupement of the comp:my did not imagine 
that thc C.P.H. D. and rhc Governnwnt rule\ would h:ivc to be follow- 
ed by the ;rrchitret employed on thi\ work The Comniittcc uas not 
\uti\ficd with the cxpitlnation\ given try the Ministry and \rj desired 
'further study of this matter. 



*Uneconomic expenditure of Rs. 3,14.192 on account of payment of 
ur~iform lead of half a mile for the c.xcavated rnarerial 

212. In this case, the contractor had been paid a sum of 
Rs. 3,13,192 for transporting the entirc excavated material of 
59,14.193 c.ft. at Rs. 5-5-0 per 100 c.ft. on the basis of a unifom 
lead of half a mile. 

According to Audit. the whole of the excavated material of 
59,14.193 c.ft. could not he carried and dumped beyond half cr ~ni le  
when about 27 lakh\ c.ft. was later used on the sitc of uork in tilling, 
soling. pitching. etc. In kieu of this and a\ no chain-wisc record of 
this transport was maintained by thc clerk\ of work$, a uniform I c d  
for the entire quantity was hardlj justified. 

The Committee desired to knou uhcthcr thc 27 Iakhs o.ft. of 
exca\ateci niatcrial uhich war later u\cd on thc srte of tilling. wiling, 
etc.. u a \  actuall  triinqmted In a dwincc  of half a mile and 1.iter 
hrought from there or i t  urts alread) available on the .\pot. The 
representative of the A4hoka Hotel5 I-td \t;ttcd that according to thc 
Arch~tect. the terrain of the ground ua5 ~ c h  h t t  the c ~ c i i ~ , ~ t c J  
material could not bc dumped anyuhcre on the 41tc and the tenljm 
of the working had to be regulated in wch a mmner that \tachtng 
side b! \idc u a \  not pc~srthlc. and hence ths cntirc matcr~itl u a \  takcn 
aua). for which the rate of K\  5 - 5 4  u.ir ~ l l o u c d  I n  ther ratc of 
RI. 12-h-0 thc amount of R\ C-3-0 ud\  .igatn tnc1udc.d for hrlng~ng 
back some portion of the materral and wtng ~t In thc h,twnent lilllng 

21 3. In  t h ~ r  caw. the cnlirc hard 4wnc cl.rtr~~cd to have euxt\ .~teJ 
bj  thq cwtraclur s t 1 5  purchawd by him for -ling, pitching and 
other work rrt site at Hc.  H per 1 0 0  c.ft. acmrding lo thc C '  P W t). 
Schedulc of R a m ,  1050. ?'hi% rsv is paynbk ut the yuurrm by 
stack mw+mementc, reduced by 1 7 on account of Irowrncs\ of  slack 
and &mi not include the cmt t r f  t r a n s p n  over an avcrltgc lead of 



three miles payable by the contractor. On that basis, the contractor 
should have been charged for a quantity of 15,14,260 c.ft. instead 
of 8,78,797 c.ft. actually charged. According to Audit, the amount 
less recovered on this account worked out to Rs. 50,840. 

The representative of the Ashoka Hotel stated that the Architect 
allowed the reduction of f on account of looseness of stacks and 
not 1/7 as pointed out by Audit and that was the standard practice 
which was even followed by the C.P.W.D. Thus the quantity that 
hod been sold was exactly 8,78.797 c.ft. On being pointed out that 
the C.P.W.D. specifications allowed only for a deduction of 1/7th 
for looseness of stack, he stated that both the practices were prevalent. 
Clarifying the point further, he stated that the sale at Rs. 8 per 100 
c.ft. was for deduction of 50 per cent voids. If voids were deducted 
as 1/7th as pointed out by Audit, the sale price would have been 
correspondingly less than Rs. 8 per 100 c.ft. The financial effect, he 
affirmed, thus remained unchanged. 

2 14. The Committee then adjourned till 10 hours on Thursday, 
the 22nd January, 1959. 



PROCEEDINGS OF THE THIRTY-SIXTH SITTING OF THE 
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MINISTRY OF WORKS, HOUSING AND SUPPLY 
Ashoka Hotels (P) Ltd. 

Gcneral Working of the Hotel 

216. The Committee desired to know the present position regard- 
ing the working of thiq Hotel, and its future prospects. They were 
told by the representatives of the Hotel that there was considerable 
expansion in its business during the year ending 30th September. 1958. 
Its earnings during that year on account of 'boarding and lodging' and 
'food and beverages' arnountcd to Rs. 35.151.258 and Rs. 10,64,789 
respectively us compared to Rs. 12.35.785 and Rs. 4.80.091 during 
the previous year. There was a similar increase on the expenditure 



side also; the major items accounting for this increase being 'salaries 
and wages of the staf ,  'electricity and water charges' and 'advertise- 
ments and publicity'. 

Comparing the financial results of the working of the Hotel for 
the last two years, the Secretary, Ministry of Works, Housing and 
Supply who is also the Chairman, Board of Directors stated that the 
loss sustained by the Hotel during the year October, 1957 to Septem- 
ber, 1958 amounted to Rs. 15.77 lakhs as compared to Rs. 37.76 
la& sustained by it during the previous year. As against this loss, 
depreciation and interest accounted for Rs. 23-33 lakhs. He furthet 
stated that according to enquiries made by them, a Hotel of the magni 
tude of the Ashoka Hotel took about two to three years before it 
started making profits. In the present case also, judged from the 
trend of its working during the past three months (in which it had 
earned a profit of Rs. 14 lakhs after making an allowance for deprecia- 
tion and interest charges), the future prospects appeared to be bright. 

When asked what measures they proposed to take to further im- 
prove the financial working of the Hotel, the witness stated that they 
would continuously watch the occupancy and see that the staff was 
suitably reduced and the stores purchased according to requirt- 
menh 

Expenditure on Advertisements and Publicity 
217. The Committee were told that the Hotel had incurred an 

expenditure of Rs. 2,78,000 on advertisements and publicity in 
1957-58 as compared to Rs. 55,000 in 1956-57. 

In justifjcation, the witness stated that as the Hotel was a new one 
and as about 70 to 80% of the Hotel's clientele consisted of foreig- 
ners, they had to publicize in foreign countries. He further felt that 
they could justifiably incur an expenditure of Rs. 3 lakhs per annurn 
in the early stages of the working of the Hotel. 

Regarding advertisements in local papers, he stated that all big 
Hotels had to publicize in these papers on special occasions such as 
New Year Eve, Christmas, etc. 

T w i g  Rates of the Hotel 
218. The Committa then took up the question of tariff rates. 

The Chairman, Board of Directors stated that they had fixed these 
rates after verifying the rates charged by other Hotels and that these 
ram compared favourably with those prevailing in the fareign 
countria. He further stated that with the corning into being of this 
Hotel, there had been a general lowering down of tariff rates in the 
Hotels in India in the private sector. 

Purches for the Kitchen 
219. The Committee were infomad that these purchases were 

made mostly by rate contracts which were Axed half-yearly or yearly 
by the Bsard of Directors. 



When asked whether the management was satisfied that the Hotel 
paid the same rates for these purchases as other hotels, the witness 
stated that they were paying a little higher in case of meat, etc. as 
they insisted on a certain standard of quality. When further asked 
whether it was a fact that the rates paid by the Hotel for the purchase 
of eggs were considerably higher than those paid by other hotels in 
the city, the witness could not give a satisfactory reply. 

Foreign Employees o f  the Hotel 
220. The Chairman, Board of Directors stated that the Swiss 

Manager-who had served in the Indian Hotels for a very long 
time-was the only foreign employee of the Hotel at present. 

Representation of non-oficiuls in the Board o f  Directors. 
22 1. The Committee learnt that there were four non-official 

Directors as compared to seven Government Directors. 
As the value of shares held by Government came to Rs. 84 lakhs 

out of a total of Rs. 1 crore, besides a loan of Rs. 1.85 crores that 
had been advanced by the Government to the Hotel, the Committee 
enquired about the witnesses' reaction to increasing the Government's 
representation in the Board of Directors. The Chairman of the 
Board stated that the presence of four non-officials did not stand in 
they way of the Government having their complete say in the affairs 
of the Hotel. 
Auditors' Report on the Accounts o f  the Hotel for the year ended 30th 

September, 1957-Refund of Rs. 7,500 ro  he Company-Para IV 

222. Regarding the refund of Rs. 7,500 to the Company referred 
to in the said para, the Committee were told that, in accordance with 
the suggestion of Audit, legal opinion in th; matter had been obtained, 
and ommunicated to Audit. 
Recwd of the Provisions, etc., received by rhe Kitchen Department 

from rhe Stores Department-Para V 
223. According to this para, the kitchen department did not 

appear to be maintaining any record of the provisions, etc. received 
from the stores department and the consumption thereof, and so the 
stores consumed in the kitchen department could not be properly 
checked. 

The Committee were idomled that these records were now being 
main taincd. 
Profit and Loss Account o f  the Hotel for the year ended 30th Sep 

tcmber, 1957 
224. During the year under review, a sum of Rs. 1,79,904 in- 

curred on the purchase of linen and blankets was written off. 
Explaining the position, the representative of the Hotel stated 

that though the entire stock purchased during the year was written off, 
it was not consumed within that year and was expected to serva for 
a perlad d about four or five years. 



Large Savings-Tendency to provide for Building Works in antici- 
pation of administrarive approval 

[APPROPRIATION ACCOUNTS (CIVIL), 1955-56-VOL. XIX GRANT 
Nos. 100 (p. 9),  103 (p. 65), 137 (p. 74) AND 138 (p. 121)] 

(AUDIT REPORT (CIVIL), 1957 VOLUME I, PARA 51 (IV),  PAGE 631 
The Committee took note of large savings in the following cases. -- 

I'crcen t a g ~  
of Savings 

Grant No .  Total Savings over tat4 
Provision provisron 

103-Misrrllancous Departments and Lxpendi- 
ture under the hlinisrry of Works, Huus- 
ingmdsupply . :0,9zj000 25,5 1,644 36 

138-Other Capital Outlay of the Mitiistry of 
Works, Housing & Supply . . S,O:,ZC.CKK, z , h 3 , 6 0 . ~ ~ 5  56 ---- -- 
In this connection, the Coninlittee referred to the tendency in 

the Ministry of Works, Housing and Supply to provide for Building 
Works in anticipation of administrative approval, resulting in large 
savings. 

The Committee desired to know what steps had been taken by 
the Ministry to improve the position in thi\ respect. The repre\enta- 
tive of the Ministry stated that last year in consultation with other 
Ministries, a Works Board had becn set up 111 the Ministry of Works, 
Housing and Supply presided over by a Joint Secretary which deter- 
mined the prior~ty of adn~~nistrat~vely-apprcjvd ~ o r k s  brought 
before the Board. He added that the issue of administrative sanchons 
had been centralised in the Ministry of Work\, Housing and Supply. 
To a question ~he the r  in future only tho\c schemcs would be pro- 
vided for in the budget which would rea\onably be expected to be 
carried out by the Ministry during the ycar, the kcretsry of the 
Ministry replied in the dlirmative. 

0rgani.sations for watching the working of C.  P. W .  D. 
APPROPRUTION ACCOUNTS (CIVIL ), l95S-56-Vo~. XIX, PAGE 4, 
NOTE 3-SAVING DUE TO NON-SETTING U P  OF THE CHIEF TECHNICAL 

EXAMINER'S ORGANISATION 
226. The Committee desired to know whether any special step 

had been or were proposed to be taken to increase the efficiency of 
the C.P.W.D. with a view to avoiding wasteful expenditure. The 
Secretary of the Ministry enurncrated the following measurcs taken in 
this connection: 

(1 ) Pursuant to the recommendation of the P.A.C. contained 
in para 61 of thcir 16th Report (First Ldr Sobha), 



the Ministry had last year set up an organisah 
under the Chief Technical Examiner who workad 
directly under the Ministry and was independent of 
the C.P.W.D. He made detailed checks on the works 
under execution, and submitted his reports to the 
Ministry from time to time. 

The Committee desired to be furnished with a note on the working 
of the Organisation since its constitution and its achievernerus-bth 
technical and in terms of money value. 

(2)  About two years back the Ministry had set up a Vigilance 
Organisation under the charge of a Deputy Secretary 
who dealt with all cases of corruption and inegularitk 
concerning the C.P. W .D. This Organisation, according 
to the representative of the Ministry, had dealt with 
about 300 cases during the previous year. 

The Committee desired to know as to what had been the owcome 
of these 300 cases; Of these, how many had since been decided, and 
with what results. 

(3) In addition to the two organisations mentioned above, there 
was a Vigilance Wing in thg C.P.W.D. itself under the 
charge of a Superintending Engineer. Further, there 
was an overall control exercised by the Home Ministry. 
That Ministry watched the progress of disposal of cases 
in the Ministry of Works, Housing and Supply and if 
that Ministry thought that necessary action had not 
been taken in a certain case, they called for an expia- 
nation from the H'orks. Housing and Supply Ministry. 

Recruitment and Promorions in rhe C.P.W.D. 
227. The Committee then took up the question of recruitment and 

promotions in the C.P.W.D. Regarding the filling up of tbe posts of 
kxecutive Engineers, the Committee were told that the U.P.S.C. had 
laid down certain ratios for direct recruitment to these posts. In 
several cam, however, as a result of the Ministry's discussions with the 
U.P.S.C. certain posts which were normally filled by direct class I re- 
cruits had k n  earmarked for being filled up ckpartmentally from the 
rank of Assistant Engineers. 

Dealing with the questlon of promotion of Engineering graduates 
vis-a-vis diploniii-holders, the Chief Engineer, C.P.W.D. stated that 
pro~notions to oBiciating higher posts here made from amongst the 
permanent Section Officers (who were normally diploma-holders) and 
temporary Section Oficers (who were normally degree-holders) on a 
5050 basis. The condition of eligibility for promotion in the former 
case was eight years' scrvice, a d  in the latter case three yesus. Of the) 
latter category in case of such of the mas were initially Diploma-holdus 
and had later obtain4 A.M.I.E. degree while in service, the period of 
their m i c e  put in before graduation was reckoned to the extent of 
half for purpo~cs of eligibility for promotion. 



Statemdnts of casts in which the lowset tenders were not accepted by 
the lndia Supply Mission, Washington. 

228. In pursuance of a Resolution adopted by the Legislative 
Assembly on the 23rd September, 1921, statements of cases 1x1 which 
the lowest tenders were not accepted by the India Store Department, 
.London, have been laid on the Table of the House from time to tune. 
Similar statements in respect of the India Supply Mission, Washington 
were, however, not being laid on the Table of the House. 

The Committee were not convinced with the argument of the 
Secretary, Ministry of Works, Housing and Supply for not laying such 
statements in respect of lndia Supply Mission, Washington, and 
desired that henceforth they should also be laid on the Table of the 
House. On the Committee pressing the point further, the Secretary 
of the Ministry agreed to comply with the Committee's suggestion in 
this behalf. 
Loss by Theft of o& G.M.C. Truck ( 7,4531, Appropriation 

Accounts (Civil), 1955-56-Vol. XIX, Page 10, Note 4 ( i ) .  
229. The representative of the Ministry explained the circumstances 

in which the theft in question had taken place. Accvrdmg to h~m, an 
investigation carried out by a Departmental Committee showed that it 
was a pure and simple case of theft and nothing further could bc done 
in the mattex. 

The Committee were further told that in order to obviate the re- 
currence of such cases, the driver would be given a token-cum-identity 
card which he could hand over to the officer at the gate before he took 
out the truck. 
U l f~~ t i s f~~ to ry  Accountal of Stores-Appropriation Accounts (Civil), 

1955-56, Vol. XIX, p. 11, Note 4. 
230. Large quantities of signal stores with an value of 

Rs. 15 crores were taken over by the Government of India from the 
American Army authorities in May, 1946 on a 'said-to-contam' basis. 
The stores were with the Army authorities till April, 1948. when they 
were taken over by the Disposals Directorate. Physical verification of 
stores was then taken up and completed in August, 1950. Thc 
balances found as a result of this verification were entered into registers 
which had not been generally authenticated by the supervising officer. 

In August, 1950, an Inspection Team from the Army was posted 
to the with a view to ensure kttm utilisadon of technical stores 
by the istry of Defence, other Ministries of the Central Govern- 
ment, State Governments, etc. The team handled the stores in such a 
way that the stores lost their idtntity in many cases due to canniboli- 
mion, replacement of parts in major components and adoption of f m h  
nomenclature. As the reconciliatian of the rcsults contained in the 
l n s p t h  Team's reports with the prcvious registers and records 
would have involved expenditure, without commensurate results, 31 was 
decided to treat reports of tbe InspeCtion Toam as basic documents for 



131 

future accounting. On the closure of the Depot in March, 1956, gross* 
deficits and surpluses amounting to Rs. 5,40,060 and Rs. 7,26,497 
respectively disclosed by the accounts were regularid. 

Explaining the matter, the Director General, Supplies and Dis- 
posals stated that because of a large number of i t w s  of stores carrying 
different and unfamiliar nomenclatures, the physical verification com- 
pleted in 1950 disclosed a number of mistakes. In reply to a ques- 
tion, he stated that a h o s t  the whole of this material had been made 
use of except a small portion which had to be reduced to scrap. 
Government of India Press, Simla-Appropriation Accounts (Civil), 

1955-5&-Vol. XIX, I'age 44, Note 1. 
23 1. The rates at which the depreciation has been calculatqi were 

introduced in April, 1937 when the machinery was not being worked 
on double shift. 

As double shifts were in force from April, 1941, the Committee 
desired to know urhy the rates of depreciation had not been sultably 
revised. The Secretary, Ministry of Works, Housing and Supply 
accepted the suggestion that the rate of depreciation should be related 
to the number of shifts. 

Government of India Press, New Delhi-Appropriation Accoun!~ 
(Civil) ,  1955-5kVol .  XlX, Page 44, Note 2. 

232. Recoveries to the extent of Rs. 49,928 on account of cost of 
work done as far back as the years 1946117, 1949-50, etc. were still 
due from some parties. In addition, a sum of Rs. 10,364 pertaining 
to the years 1950-52 which was outstanding against the Supervisor, 
Essential Supply Scheme, Ministry of Home Affairs had been written 
off as the Scheme had been wound up. 

Explaining the position, the representative of the Ministry stated 
that they tried to recover the arnount in respect of Essential Supply 
Scheme from the Ministry of Home Affairs uho were of the view that 
as the accounts of the scheme had been closed, they were not in a posi- 
tion to accept any debit. To a question as to why there had been a 
delay in raising the debit against the said Scheme, no reply was forth- 
coming. 

The Committee then desired ro be furnished with a note stating the 
present position of the outstanding recoveries of Rs. 49,928, and the 
steps taken to realise them. 
Income and Expenditure Accounrs of the Government Test N o w ,  

A hporc-A ppropriation Accounts (Civil) 1955-56, Vol. X I X ,  
pp. 12-13. 

233. The Committee desired to know the reasons for increase in 
losses sustained by the Test H o w  from year to y w .  

According to tbe representative of the Ministry, the Test How was 
aot in the nature of a paying orgpnisation. 



Thc Committee then referred to other points (Amexurc) arising 
from the Appropriation Accounts (Civil), 1955-56, pertaining to the 
Ministry of Works, Housing and Supply and desired to be furnished 
with further information thereon as they could not cover them for 
want of time. 

MINISTRY O F  L A W  
Outstanding Recommendations * 

Safe-guarding clauses in contracts and conflicting legal opinions, Paras 
263 and 265- 

234. The Committee considered a note (Appendix XIII, Volume 
11) furnished by the Ministry of Law pursuant to their recommenda- 
tions contained in paras 263 and 265 of their Seventh Report (Second 
Lok Sabha) and enquired from the representative of that Ministry 
about the feasibility of issuing instructions to Law Officers to the 
effect that previous decisions on a subject should be gone into before 
a particular issue was dealt uvith. The representative of the Ministry 
of Law promised to issue such instructions. 

The Committee then took up the question of enacting legislation 
on the lines of Arner~can Legdatson to reopen cases where uncon- 
scionable payments had been made to contractors. The Committee in 
this connection referred to para 24 of the M~nrstry's note wherein the 
Ministry had observed that the words "any other authority or body" in 
Article 149 of the Constitut~on could not be interpreted to include a 
private contractor who enters Into contract w~th Gov~amen t .  The 
Committee were not sure whether the view of the Ministry of Law was 
correct. They desired the Ministry to consult the Attorney General on 
this point. The1 further desired that after the opinion of the Attorney 
General had been obtained the question might be examined as a matter 
of policy. 

The Committee then asked the representative of the Ministry of 
Works, Housing and Supply whether he shared the apprehension of 
the Ministry of Law that in case of enactment of legislation on the 
lines of American Legslation, good contractors would not be coming 
forth. He opined that a large number of contractors might not come 
forward. 

Referring to palas 29 and 30 of the Ministry's note, the Com- 
mittee wanted to know as to how the interests of Government could 
be adequately safeguarded when, as had been noticed by the Corn- 
mittzc, in most cases the penalty c l a w  could not be enforced. The 
representative of the Ministry of Law stated that in case overpay- 
ments were made througb negligence, fraud, etc., they wuld be re- 
covered under the existing law. The representative of the Ministry 
of Works, Housing and Supply was not sure of the legal position. Hc, 
however, stat4 that if a contractor had man than one contract, in 
--- ".-I-- -- I----.--.- _-_ _I.II__ _ _  

* A m &  1, V*mc 11. 



caw of overpayment in one contract, the ~ix&try mvld hold up 
payments in the other contract. 

The Committee desired to be furnished with a statement showing 
the number of  cases in which overpayments were made to contractors 
during the last three years; the total amount involved; the amount re- 
covered; and the amount still outstanding. 
Biacklisting of  Contractors 

235. The Secretary, Ministry of Works, Housing and Supply in- 
formed the Committee that the Central Government had drawn up an 
elaborate code to deal with various types of irregularities committed 
by contractors. He further stated that in order to ensure coordination 
between the Centre and the States, they had asked the State Gov- 
ernments to adopt the code drawn up at the Centre, to blacklist such 
of the contractors as had been blacklisted by the Central Government, 
and similarly, to con~municate to the Central Government the names 
of the contractors whom they had placed in the blacklist. 

When asked whether in pursuance of the policy stated above, 
they had taken action against a particular contracting firm which had 
been blacklisted by a State Government, the witness promised to 
check up the matter. 

Indian Rare Earhs (Private) Limited 
AUDIT REPORT (CIVIL), 1957-VOL. 1, PARA 50 

Corparntive S~uternent of tenders nor prepared correctlMub-para 
( I ) ,  Puge 58. 

236. Five tenders were reccived for the construction of the factory 
building at Alwaye. Onc of these Jld not quote any rate for certain 
items of work. While compiling the comparative statement of 
tenders, the amount for these i t m s  u s  omitted from the total amount 
of this tender. Consyuentl) the comparative statement showed that 
this tender was the lowest tender by about Rs. 1.290 as compared 
with the second lowest tender. The ultimate loss on the basis of 
actual quantities of work executed mounted to about Rs. 2 lakhs. 

In reply to a question, the representative of the Department ad- 
mitted that they had made a mistake in assessing the relative vdue of 
tenders. He, however, added that the Company had persuaded the 
contractor to reduce his bills to the extent of ribout Rs. 2 lakhs. Thus, 
according to him, the pqmenr made to the contractor was almost the 
m e  us would have been paid to the lowest tenderer. 
Excessive e.rpendirure on conrrruction of Oficers' Quarters-sub- 

par4 ( 2 ) .  p g c  58. 
237. The actual cost of construction of three officers' b u n g d m  

at Alwnyc, as hmked up to 3 1st March, 1957 was Rs. l,Ol,3OO per 
bungalow lcxcluding the mt of water and tlccmc installation as 



compared to Rs. 63,000 per bungalow quoted in the lowest tender. 
The increase in cost was, inter alia, due to the inclusion of new items 
and deviations from original specifications. According to Audit, the 
standard rent of each bungalow mounted to about Rs. 6,000 per 
annu., although the rent charged from the occupants at the rate of 
10 per cent of their emoluments amounted to approximately Rs. 1,500 
to 1,800. d 

The explanation of the representative of the Department for in- 
crease in cost was that due to the wet nature of the ground, and the 
laterite masonry on the plinth, had to be changed to rubble masonry. 
Further, as a form of amenity to the officers working on the site be- 
cause of the undeveloped nature of the surrounding country, it was 
decided by the Board of Directors to provide one extra room in ad- 
dition to the originally planned rooms. 

When asked whether the factors of humidity and the undeveloped 
nature of the surrounding country could not have been foreseen be- 
fore the preparation of the original spccificatians, the representatrve of 
the Department admitted that there were certain omissions in what 
had happened. 

To the question as to how the Accounts Department of the Com- 
pany agreed to extra expenditure without looking into its effect on 
the rent of the bungalows, there was no convincing reply. 

Supply of defective plnnr and machinery by a firm--Sub-para (3)-  
pages 58-59. 

238. Referring to the last sentence of the Audit sub-para, the 
Committee wanted to know whether the Indian Rare Earths had 
started negotiations for the recovery of Rs. 3,86,763 incurred by 
them on the repairs of defective components and, if so, what had 
been the outcome thereof. The representative of the Department 
stated that as soon as the final audit oi the Company's accounts with 
the French Firm had been carried out, they proposed to approach 
the French Firm to send their representatives to India to discuss and 
settle this issue. 

b g e  accumulation of stock--Sub-para (4) ,  page 59 

239. There were large accumulated stocks of Rate Earths Chle 
ride, Cerium Hydroxide, R a n  Earths Carbonate and T r W u m  
Phosphate with the Company as on 3 1 st March, 1956. At the average 
sale price ex-European Port (which was considerably Iess than the 
Factory's actual cost of production), they were valued at about 
Rs. 42 lakhs. According to Audit, there was no market for the Com- 
pany's main product, Rare Earths Chloride in India and the saJes 
abroad were poor. The stock was piling from year to year & 
cdcoud a problem of storage. 



The Committee desired to know why large quantities of the above 
mentioned elements were produced and piled up, year after year, 
when there was no reasonable prospect of their being disposed of 
even at ws t  price. The explanation of the representative of the De- 
partment was that the Company aimed to provide sufficient quanti- 
ties of thorium, uranitrn and cerium hydroxide to the plant at  Trom- 
bay irrespective of underdisposal of other ancillary products. 

Regarding the present position of the stocks, he stated that these 
were not being increased as the Factory was, at present, not producing 
Chlorides, Carbonates or Hydroxides. 

Losses Written Off 

IMPORT OF DRUM&UB-PARA (5) ( I ) ,  pp. 59-60 

240. 1989 drums were imported for storage of chemicals in 1951 
from a foreign country for Rs. 79,952 but only 647 were used till 
April, 1953. The remaining 1,342 drums costing Rs. 54,076 got cor- 
roded and were written off. 

In extenuation, the representative of the Department stated that all 
the drums would have been used within 10 months, had the plant 
reached its rated capacity. When asked why the order for these drums 
was placed in 1951, when the plant was actually opened in Decem- 
ber, 1952, he stated that it  took about six months to have the dnuns 
fabricated and brought from Europe. 

Regarding the steps taken by the Company to prevent corrosion, 
the Committee were told that all precautions were taken including 
coating. these drums with bitumen. 

Loss of Rs. 6500 in the purrhase of Hydrochloric Acid-4th-pmo 
( 5 )  ( i i ) ,  page 60. 

241. In this case. Hydrochloric Acid received from a firm in the 
trailor tank was not actually weighed. but the volume in litres was 
wnvcrted into tons by measuring the height of the acid in the tank, 
teklng the height of 48 inches to contain 1.975 litres whereas actu- 
ally the same height contained 1.973 litres. 

The Committee desired to know the basis for the Company's as- 
sumption that 48 inches of height contained 1.975 Iitres. The tcpre- 
sentativc of the Department stated that liquids contained in tanks 
were meamred by means of a dip-stick, and the same method was 
followed in this case. He, however, added that in future the acid 
would be weighed. Earlier, he stated that the miqtake could not be 
detect& as the stock-taking was postponed. The Member for Finance 
and Administration, A.E. Commission. however. assured the Com- 
mittee that in future stock-taking would he conducted regutarb. 



Loss of Rs. 68,663 due to faulty estimate of actual requirements of 
certain chemicals--Sub-para ( 5 )  (ii i) ,  page 60. 

242. The actual quantity of caustic soda and hydrochloric acid 
purchased by the Company from a firm during five years was 5,767 
tons as agajnst the minimum limit of 15,000 tons which the Com- 
pany were to purchase in accordance with the terms of their agree- 
ment with the supplying firm entered into in September, 1951. 

To  a question why the actual requirements of these chemicals 
were much less than the Company's estimates. the representative of 
the Department stated that due to certain defects in the chloride 
furnace, the rated capacity of the plant could not be achieved which, 
in its turn, resulted in the Factory having to cut down its off-take 
of hydrochlgric acid. 

243. The Committee then adjourned till 10.00 hours on Friday, 
the 23rd January. 1959. 



ANNEXURE 

(Referred to in Para 233 of the Minutes) 
\ 1 ) Unfiltered Water Supply Scheme at New Delhi-Arrears 4 re- 

coverable dues-Vol. X IX ,  page 23-Note 13. 
( i )  What steps have been taken to realisc the outstandings? 
(ii) What is the present position in regard to these arrears? 

( 2 )  Shortage o f  stores, etc.-Vol. X IX ,  page 10, Note 4 (fi) 
( i )  What are the reasons for the deficiency of stores in the Wpo- 

sal Retail Shop and Depot? 
( i i )  What action has been taken against the officers concerned? 

( 3 )  Refund to a firm beirtp the cost o f  47.841 tin-plates and sheets 
short delivered against a sale order-Vol. X l X ,  page TO, Note 
4 ( i v ) .  

What were the circumstances under which shortage of 47,841 
tin.plates and sheets occurred? 
( 4 )  Loss of Rent-lrrcccnwable rent of Government accommodation 

anzourrrirz,q to Rs. 7 1,723 trpritten on-Vol. X IX ,  page 21, Note 
7 .  

A statement giving the break-up of the irrecoverable rent of 
Government accommodation amounting to Rs. 7 1,724 which has 
been written off. 
( 5 )  Go\wnntcnt of India P~tblications Branch, Delhi-Recovery oj 

Otrrstcrridiri~s-Vof . XI X .  pap- 59. plmz 2. 
A note stating the present pasition of outstanding dues amount- 

ing to Rs 67.278 and the steps taken to realise them. 



PROCEEDINGS OF THE THTRTY-SEVENTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITT'EE HELD ON FRIDAY, 

THE 23RD JANUARY, 1959. 
244. The Committee sat from 10.00 to 13.40 hours. 

PRESENT 
Prof. N. G. Ranga--Chairman. 

MEMBERS 
2. Shri Arun Chandra Guha 
3. Shri N. R. M. Swamy 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Upendranath Barman 
6. Shri Prabhat Kar 
7. Shri Raghubar Dayal Misra 
8. Shri H. C. Dasappa 
9. Shri Aurobindo Ghosal 

10. Shri Jaipal Singh 
11. Rajkumari Amrit Kaur 
1 2. Shri Amolakh Chand 
13. Shri S. Venkataraman 
14. Shri M. Govinda Reddy 
15. Shri Rohit Manushankar Dave 
16. Shri M. Basavapunnaiah. 

Shri A. Kalyanaraman. Depup Comptroller and Auditor 
General of India. 

Shri S. Venkataramanan, Accountant General, Cenkrat 
Revenues. 

SECRETARIAT 
Shri V. Subramanian, Deputy Secretary 
Shri M. C. Chawla, Under Secretary. 

WITNESSES 

Ministry of irrigation and Power 
Shri T. Sivasankar, Secretary 
Shri S. Vohra, Financial Adviscr and Joint Secretary 
Dr. K. L. Rao, Member, Central Water and Power Cam- 

mission. 
Ministry of Education 

S r i  K. G. Saiyidain, Secretary 
S r i  Prtm Narain, Deputy Flnanclal Adviser. 

1M 



Dr. R. K. Bhan, Deputy Educational Adviser. 

Central Social Welfare Board 
Shrimati Durgabai Deshmukh, Chairman. 

Ministry of Finance 
Shri A. C .  Bose, Joint Secretary. 

Minimy o f  Scientific Research and Cultural A flairs 
Prof. M. S. Thacker, Secretary 
Shri A. K. Ghosh, Joint Secretary. 
Shri G .  K .  Chandiramani, Joint Educational Adviser 

( Technical) 
Shri A. M. D. Rozario, Joint Educational Adviser 

(Cultural) 
Shri P. M. Sundararn, Secretary, C.S.I.R. 
Shri A. V. Venkateswaran. Financial Adviser. 

MINImY OF IRRIGATION AND POWER 
Serious omissions in Cash accounts of an Ofice, Audit Report, 1957, 

page 38, para 34- 

245. Departmental investigation into the Cash accounts of an 
d i c e  held during 1954 to 1956 revealed that a number of transac- 
tions, both receipts and expenditure, aggregating Rs. 5,458 of which 
Rs. 158 represented non-Government dues received officially, had not 
been correctly brought to account during the period 1948 to 1954 and 
valid vouchers were not forthcoming for the expenditure. Local 
inspect ion, conducted by Audit subsequently, also confinned these 
~esul t s  except that a sum of Rs. 141 could not be verified for want of 
particulars. The cashier was suspended in May, 1954 and dismissed 
from Government service in March, 1956 and debaned from future 
employment under Govcrnnwnt. He was tried in a court of law. 
The responsibility of the supervising officers could not be assessed as 
the  matter was sub-jicdicc and all relevant papers were with the Court. 

Explaining the reasons for not initiating departmental proceedings 
in this case, thc Secretary, Ministry of Irrigation and Power stated 
.that as the records mostly comprised accounts books it was difficult to 
*make duplicate copies thereof. The judgement in this case was deli- 
vered on the 9th December. 1958 and the C.W.P.C. had already asked 
the Court for the release of the documents. The Ministry of Imga- 
tion and Power had aLw appointed a special officer to enquire into the 
&Be and to fix responsibility of the supc~isory offiers. 

The Committee desired to be furnished with a note stating tho 
Wep taken to check the recurrence of such irregularities in future. 
286 (Aii) L.S.-10 



Low Utilisation of the earth-moving machincry on a multi-purpose 
river valley project-Audit Report, 1957, pages 38-40, porcr 
35. 

246. On the Hirakud Dam Project, machinery for earth moving. 
operations was procured at a cost of approximately- Rs. 3.14 crores. 
The purchases made in the years 1949-53, were arranged mostly by 
the Director General, Supplies and Disposals, on the basis of specifica- 
tions supplied by the Project authorities. A planned policy in indent- 
ing for the machinery with particular reference to their effectiveness 
on the Project and ready and continuous availability of spare parts 
for the types in question did not appear to have been worked out. 
Also, the examination of the usefulness and condition of these diverse 
types of machines was not comprehensive. In the result, 102 machines 
valued at Rs. 2,63,960 purch~sed from the Disposals Organisation 
could not be put into use at all. 

Operation records maintained in connection with the actual utilisa- 
tion of those machines which were serviceable wcrc found to be in an 
incomplete state. 

There were excesses and unwantcd or unusable spare parts. 
While some machines lay idle for long periods due to non-availability 
of spares, other spares valued at a b u t  Rs. 11 lakhs were declared as 
surplus to requirements. 

The Secretary, Ministry of Irrigation and Powcr stated that imme- 
diately after the War, there was very great shortage of machinery and 
they had to make do with anything they could get hold of. Later, it 
was discovered that it was certainly not economical in making Fur- 
chases of a wide assortment of equipments for doing the same job and: 
a Committee was appointed in 1953-54 to standardise thc construc- 
tion equipment to be used at the river valley projects. 

The machinery worth Rs. 7.8 lakhs was purchased from the Dis- 
posals Organisation for use on the Hirakud Dam Project at 20% of 
the book value of the equipment and machinery worth Rs. 2.80 crotes 
was imported from abroad. 

To a question as to what steps had been taken for the disposal 
of surplus machinery, it was stated that at the meeting of the Co- 
ordination Board of Ministers, at which Ministers of most of the State 
were presenk, it was decided that the surplus equipment should be 
utiliwxt, as far as possible, on river valley projects. There should not 
be any delay in the transfer of equipment f r m  one project to another 
and if there was any dispute regarding the price, tht machincry should 
be transferred a d  the C.W.P.C. should scttic the price in consulta- 
tion with parties concerned. He further stated that out of the 
machinery worth Rs. 3.14 crores with thc Hirakud Project aulboritios, 
equipment worth Rs. 2 cmres had already been sold out. He addad 
tbat a special officer was being sent to the Hirakud D m  to find out 
whether there was an equipment on the project which was surplus to 
i4sncUi8. 

In repw to a question, he stated that more care was aow b e 4  
cxcrciscd in indenting the spare parts in view of the f u r e b  exchange 
parition. 



To a question as to why the operational records in connectbn 
with the actual, utilisation of the machines at the Hirakud Dam Project 
were not coniplete, he stated that certain r e a r &  were not readily 
tracsable on account of several re-organisations of the Construction 
Division and sub-Divisions and transfer of machinery from place to 
place in view cf the exigencies of work. 
Capital Outlay on Multipurpose River Schemes-Appropriation 

Accounts (Page 8 ,  Grant No. 127) (Civil)  1955-56, Vol. XI .  
247. Out of the total provision of about Rs. 4.32 crores, a sum 

of about Rs. 1.45 crores remained unutilised. . 
The Committee desired to know as to why there was over-bud- 

geting in this case. The Secretary, Ministry of Irrigation and Power 
stated that the provision included for the Damodar Valley Corporation 
could not be utilised. He admitted that it was a case of lax budgeting 
and that adequate steps were being taken to ensure proper budgeting. 

248. Absorption of Stafl.--To a question as to whether any 
scheme had been prepared to transfer the surplus staff from one projec; 
to another, the Secretary, Ministry of Irrigation and Power stated that 
Employment Exchanges in all the major river valley projects had been 
set up for this purpose. There was a special officer in the Ministry 
of Labour who was attached to the Ministry of Irrigation and Power 
for co-ordinating the requirements of the personnel not only in the 
public sector but also in the private sector. There was thus no difE- 
culty in finding employment for skilled and experienced personnel 
but it was difficult to absorb clerical staff. 

249. Control Boards.-To a question as to what control was being 
exercised hy the Central Government over the major river valley 
projects, the Secretary, Ministry of Irrigation and Power stated that 
Control Boards had been constituted on which the Centre was repre 
sentcd by a representative a c h  of the Ministries of Irrigation and Power 
and Finance. 

The representatives of the Central Government were on the Boards 
to see that the money advanced was utilised for the purposes for 
which it was intended and that the execution of the Project was efficient 
and economicul. 

MINISTRY OF EDUCATION 
Payment of grants-in-aid in c.xcess of requirements-Audit Report, 

1957-page 33. pma 26 
250. The Audit para disclosad a case 'in which the Ministry sanc- 

tioned and aid grants-in-aid amounting to Rs. 6.1 5 , 0 0 0  (Rs. 4.20.000 
in 1950-. 4' 2. Rs. 1.20.000 in 1952-53 and Rs. 75,000 in 1953-54) 
to a University for pst-graduate rescarch teaching. The University 
incurred no cxpnditure during 19 50-5 1 and spent Rs. 3,66,246 during 
1951-52 t a  1953-54. The unspent balance of Rs. 2,48,754 exceaded 
the requirements of the followin two years by Rs. 33,658. In spite cd 
this, a further grant af Rs. 2.9 5 ,000 was made during 195546. 



The Secretary, Ministry of Education stated that the last grant wao 
made by the University Grants Commissiam to the Delhi University 
in January, 1956 and this was sanctioned for procuring certain 
apparatus and equipment fm foreign countries. The equipment was 
actually received in the next year and Rs. 4,50,000 were paid for the 
orders which had already been placed. On being pointed out by 
the Committee that no grant should be paid unless it was possible for 
the institution to spend it within the year, he stated that the general 
attitude of the University Grants Commission in such cases was that 
if the order was likely to be executed in the course of next year, the 
Commission need not ask for the refund of the grant. He added that 
che grants by Government to the University Grants Commission were 
made on the basis of the Five Year Plan and the Commission sanction- 
ed grants to the different Universities. Unspent balances either of 
the university or the Commission were not refunded to Government. 
They remained with the University Grants Conlmission for being 
allotted in future years. 
Savings on Voted Grants, Audit Report, 1957-Vol. I pages 6-44 

para 7 and pages 22 and 26 o f  Vol. V 
251. There were large savings under Grdnts Nos. 19 and 20 

which indicated unsatisfactory standards of budgeting. The Com- 
mittee desired to know the reasons for large savings and the s t e p  
taken to improve the budgeting. 

The Secretary, Ministry of Education stated that the savings had 
heen largely due to the fact that the State Governments were not able 
to utilise the grants which were being provided for the various schemes 
in the budget. The Ministry have now devised a new procedure in 
consultation with the Planning Commission and thc m s t r y  of Finance 
that with effect from the current year ( 1 958-59), the grants would 
be given to the State Governments in advance every month. The 
ceiling of the grants for each Sute would be fixed. 
Audit Report on the Accounts o f  the Central Universities, viz., Delhi, 

A ligarh, Bunaras and V i ~ h  wu-Bhnruri, Appropriation A ccounrs 
(Civi l ) ,  1955-56-Vol. C', page 22. Note 4 .  

252. The Committee desired to know as to when the necesay  
legislation for the presentation to Parliament of the Audit Reports on 
the Accounts of the 4 Central Universities vi:.. Delhi, Aligurh. 
Banaras and Vishwa-Rharati would be introduced. The Secretary of 
the Ministry stated that suitable provision would bc incorporattd 
when the amendment to the relevant Acts was taken up. 

Central Social Welfam h r d  
[AUDIT REPORT, 1957, rAms 66-73, PARA 571 

overlap pin^ between the Social Welfare Programmes o f  Welfare 
Extension Projects and Community Development Blocks- 

253.  With a view to avoiding orerlap@~g between the Social 
Welfare Programmes of the Welfare Extcnsmn Projects and Cammu- 
ai&y Development Blocks, it has beon suggested by Audit that their 



financial and administrative control might be amalgamated and Guv- 
ernment had stated in June, 1957 that with effect from 1st April, 1957, 
the Board and the Ministry of Community Development had started 
coordinating their activities. The Committee desired to know the 
results of this step. 

The Chairman of the Social Welfare Board stated that during the 
First Five Year Plan period, there was no duplication. Every project of 
the Board in the rural areas was started outside a Community Deve- 
lopment Block or a National Extension Block. In the Second Five 
Year Plan period, since the whole country was going to be covered by 
the Community Development and the National Extension Blocks, 
there was likely to be duplication and it was decided in consultation 
with the Community Project Administration that all projects of the 
Board should be in the Community Development Blocks. In the 
Blocks, where the projects of the Board were functioning, the Com- 
munity Development Project Administration was transferring their 
budget provision to the Central Welfare Board. For every block, a 
sum of Rs. 40,000 was provided for in the budget of the Community 
Development Administration, it was added. This arrangement had 
been working for the last 13 years. 
Control over release of  grants to Welfare Projects and Stare Advisory 

Boards- 
254. This Audit para revcald that necessary statistics to ensure 

that 111onics were relcasd by the Central Social Welfare Board judi- 
ciousl in ; ~ C C O C ~ L L J I C L I  kith the spcnding capacity of the Welfare 
Projects were not being rnaint,iinc.f. Thc G~vernnxnt  stated in June, 
1957 that instructions were being issued to the Board to maintain 
proper and dctailcd accounts. 

The Cornmittec desired to know uhethtx any steps had k n  taken 
to  avoid rclcasc of euccs\ fund\ .  7 hr: C'h.lirnun ol rhc Board stated 
that the budgct of ri N'clf.irc Projc~t  v . : ~  made of three pans. The 
shsrc i)f the  Centr'11 kci.11 Uf~lf.liC no,ird was 50 per ccnt; 25 per 
c w t  us!\ thc contrit)utio~l from thc St'ltc Govcrnmcnt and the remain- 
ing  2 pcr ccnt rcprcscnrc~d volant~ry contrit~ut~im from the people. 
Ttw Starc Gov~'rnr;wnts u w c  nett regu1,tr in gi\ ins he i r  share of 25 
pt:' ccrrt n l :~tchinc  contr~bution nnd contribution from the public uxas 
si inv,  c.p:L-i , i ! I )  111 v ~ l i : ~ r i . \  :Is. 110\scver. tile s t r ~ f l  in the projects had 
to bc p;l~J, rhC C'~vtr.11 fkurd had to ; ~ d v x ~ c c  thc ~ C C L ' S S ; ~  funds. 

AI; regards thc suggczrion that 311 t h w  R w r d \  \ h tx~ ld  hc directly 
under thp Education I)cpartnicnt. the LSwrc . tnn .  Xiinistry 
of Education st~ tcc i  tililt his npprehen.ion s th:tt such a 
P r o p s ~ l  could create nmrc conflict$ rather than solve the pmhlems. 



The Boards would not have a h t  relationship with the Chtm 
but there would be yet another intermediary agency through which 
they would have to carry their activities vis-a-vis the Central Board. 

Defective control over release of grants to voluntary Welfare Imtitu- 
tiuns and their utilisation. 

255. In the Audit Report, several instances have beun quoted 
where there had been defective control over release of grants-in-aid to 
voluntary welfare institutions. In some cases grants were released 
even though the grants for previous years were not utilised at all or 
there were substantial unspent balances. tidditional instalments were 
released in some cases although previous insalments had not been 
spent. Grants. were also released without obtaining the audited 
accounwfor the grants given in the previous years. 

Large grants for the purchase of mobile vans were given but 
effective steps were not taken to ensure that vans were and would con- 
tinl~e to be used for authorised purposes. 

The Committee desired to know as to why the grants were given 
by the C.S.W.B. to institutions working for the welfare of scheduled 
castes, scheduled tribes and other backward classes even though the 
welfare of these classes did not come within their purview. The 
Chairman of the Board stated that a separate provision in the Budget 
existed for the Scheduled Castes and Scheduled Tribes which was 
being controlled by the Ministry of Home Mairs. The Ministry of 
Home Affairs had, however, requested them that they might consider 
the applications which were addressed to them by the various Harijan 
Welfare and Tribal Institutions and forward to them with their re 
commendations. The witness added that if a Harijan institution was 
also open to non-Harijans, the Board could give grant to that institu- 
tion to the extent it was not covered by the other grant. 

To a question, witness replied that effective steps had been taken 
to ensure that the mobile vans were used for the purpose for wh~ch 
they were given. They had their own Inspectorate and there was a 
qualified Inspector and a Welfare Officer in each State whose duty was 
to. see that the vans were used for the purpose for which they were 
given. I 

With regard to the use of jeeps, it was stated that there was a lot 
of criticism but the C.S.W.B. were now exercising stricter control over 
the matter. 
Irregularities connected with publicationo- 

256. The C.S.W.B. published a monthly journal entitled "Social 
Welfare" in w i s h  as also "Samaj Kalyan" its Hindi version, both of 
whch are priced publications. The distribution of thew journals has 
ban entrusttxl to the Publications Division of the Ministry of Informa- 
tion and Broadcasting which char* 15 per cent departmental chargs 
on the published piace of the prrnttd copias of each issue to cover 



@stage and 0 t h ~ ~  ditect aad incidental charges by the Division on the 
despatch of the Journals. The Board had also some st& to look after 
the  distribution and sale of the journals and for keeping their accounts. 

The Chsinnan of the Board stated that till about two years ago, 
5,000 copies of the Journals were printed and now 6,000 copies of the 
Journals were printed. 3,500 copies were sold out and 1,000 copies 
were supplied free to Members of Parliament etc. There was not 
much of other free distribution except by way of exchange. When it 
.was pointed out that the revenue was far behind the total expenditure 
on these journals, the witness stated that dese were not commercial 
.publications. These were educative and informative publications and 
it was necessary to incur some expenditure. 

To a question as to whether the staff, which was working in the 
Publications Division to look after the distribution and sale of the 
Journals, had been withdrawn, the Secretary of the Ministry stated that 
the matter was discussed with the Ministry of Information and Broad- 
casting and it has been decided to continue the staff and the existing 
arrangements. 

The Committee suggested that the Audit, the Ministry and Board 
might consult together and devise some procedure whereby the grant- 
ing of subsidies, their disbursement, and accounting, etc., might be 
arranged more satisfactorily in harmony with the nature of the work 
of the Board. 

At the end, the Comn~ittee desired to be furnished with infoma- 
tion on certain points relating to the Central Social Welfare Board 
which they could not cover for want of time. 

MINISTRY OF SCIENTIFIC RESEARCH & CULTURAL AFFAIRS 
Payments of grants-in-aid in excess of requirements-Audit Report, 

1957-page 33,  para 26. 
257. The Ministry sanctiond and paid grants-in-aid of Rs. 25,000 

and Rs. 81,000 to an institution during 1953-54 and 1954-55 res- 
pectively, while the institution incurred no expenditure in the first year 
and spent only Rs. 67,067 during 1954-55. 

The re rescntative of the Ministry stated that so far as t&e grant P for Rs. 2,  ,000 was concerned. the first meeting of the General 
Council of the Sahitva Akadami was held on the 12th and 13th 
March, 1954 and thc grant was sanctioned and paid to the Akadami 
in March, 1954 to meet the T.A. & D.A. of the members and expen- 
diture on other miscelIaneous items. The payments could not be 
made to the members during the year because the bills were not 
received fm them. With regard to the other case, he stated that in 
August, 1954, the Akadami asked for a sum of Rs. 1.62 lakhs h~t 
in view of the spending capacity of the Akadami, a sum of Rs. 81,000 
@nly was sanctioned. The Akadami did not have buikling acunn- 
Umdation and could not expand its library and other activihes. He, 



however, admitted that the Akadami did not sumnder the grant due 
to an oversight and that instructions had since been issued to surren- 
der the surplus in case the funds could not be utilised fully. 
Irregularities in Store Accounts-Audit Report, 1957-Pages 33-34, 

para 27- 
258. The audit of the accounts of a Technology Institute up to 31st 

March, 1957 revealed the following irregularities:- 
(i) Priced Ledger of Stores, which had not been maintained, 

was under process of compilation. The store transac- . tions during the year 1955-56 had to be completed. 
(ii) Stores worth several lakhs of rupees purchased in 1950 to 

1953 were still lying in stock unused. 
(iii) A physical verification on the basis of bin cards during 

1954-55 disclosed numerous cases of shortages, the 
value of which was about Rs. 81,000. It was stated 
that there were excesses also in respect of certain items 
and that the adjustment of 'excess and shortages' would 
be made on the completion of the Priced Store Ledger. 

About 30 per cent of the items of stores were subjected to physical 
verification during 1955-56 and 1956-57. which disclosed both shor- 
tages and excesses. 

The Secretary of the Ministry stated that Priced Stores 1-edgcr had 
since been completed, except in regard to a s n ~ d l  adjustment of 
Rs. 3,000 which remained to be made. 
Irregular e x p e d i t u r e  on ~tnncresscrry i i ~ s ~ m t l c e  of stores, p q e  22, 

(Note 5 ) ,  Appropriation Accc~ntlrs ( Cii~il)  , 1 955-56-Vol. V- 

259. An institution tcmk an muransc policy to cover thc r i4 i  of 
stores in transit consigned to i t  by thc suppliers. A\  ~t contravened 
the financial roles, audit raised objcction to this irregularity in succes- 
sive inspection reports since 195 1-52, but thc imurance IS as conti- 
nued for a long period from I st September, 19.5 1 lo 15th January, 1955 
on payment of Rs. 68,842 a$ prcmia without the mxtion of the com- 
petent authority. The purchase of the policy and its continumcc till 
15th January, 1955 resulted in an  irregular exrxnditure of Rs. 49,1(X). 
Government accorded ex-port-fmo sanction to the payment of the 
prcmia in September, 1955. 

The representative of the Ministry stated t h a ~  at that time, tllc 
institute proceeded to insure these stores and took a policy which 
covered a period of time. Thcse were rare scientific instruments and 
wete being received at different timcs, The Ministry were, thcrcforc, 
advised to insure these costly and dclicatc stores, so as to c o w  an 
rLlc in tnncit. He added that the practice was stopped after the rpccl 
Ic  orders issued by the Government. 



Page 5 (Note I) ,  Appropriation Accounts (Civil) 1955-56, Ministry 
of Natural Resources and Scientik Research, Vol. XIV- 

260. A sum of Rs. 19,23,158 under Grant No. 77 remained un- 
surrendered. 

To a question as to why the saving could not be surrendered, the 
representative of the Ministry stated that the stores were received under 
the T.C.A. programme and they were expecting that the book debits. 
might be raised for the supply of stores which did not materiaiise. 

Intervening, the Deputy C. & A.G. stated that in this particular- 
case the cost of materials was not adjusted for want of sanction and  
urged that the surplus funds should have been surrendered in time. 
Savings on Voted Grants-Appropriation Accounts (Civil) ,  1955-56, 

Ministry of Natural Resources and Scientific Research, Vol. XIV 
(Pages 12, 15 and 29).  

261. There were savings to the extent of 64 per cent, 27 per cent 
and 62 per cent under Grants Nos. 78, 80 and 130 respectively. The 
Committee desired to know the steps taken to improve the budgetary 
control. The representative of the Ministry stated that a large 
portion of the savings was due to the practice then obtaining in the 
Council of Scientific and Industrial Research to carry over large sums 
every year. He further stated that this practice had since been stopped. 

262. The Conlmittee then adjourned till 10.00 hours on Saturday, 
the 24th January, 1959. 



iPROCEEDINGS OF THE THIRTY-EIGHTH SIT1r)EtG OF THE 
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24TH JANUARY, 1959 
263. The Committee sat from 10.00 hours to 13.15 hours, 
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Shri A. S. Barn-Iron & Steel Controller. 
Shri G. Pandb-Chairrnun, Hindustan Steel (P) Ltd. 
Shri N. C. Deb-Additional Secretary. 

(Department of Mines & Fuel) 
Shri S. S. Khera-Secretary. 
Shri N. S. Mani-Joint Secretary. 
Shri N. N. Kashyap-Joint Secretary. 
Shri K. K. Sahni--Joint Secretary. 
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Ministry of Finance 
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Ministry of Labour & Employment 
Shri P. M. Menon-Secretary. 
Shri S. Abdul Qadir-Joint Secretary and Director General of 

Resettlement and Employment. 
Appropriation Accounta (Civif), 1955-56 and A& Report, 1957 

MINISTRY OF STEEL, MJNES AND FUEL 

Payment to the Re~ident Engineer-Para. 39 ( 1 ) , page 43, Audit 
Report, 1957, Vol. I 

264. A German Combine was appointed under an agreement as 
$(a) Consultants, and (b)  Engineers-in-charge at site. The agreement 
stipulated separate fees for these duties. As Consultants, the Combine 
was to receive a fixed fee of Rs. 284.58 Iakhs and for its work as 
Engineers-in-charge at site, it was provided that it would be re-imbursed 
the actual expenditure subject to a ceiling of Rs. 70 lakhs. Tqe 
Combine appointed a Resident Engineer and 5 assistants in January, 
1955, but the actual construction work was started only from the 15th 
November, 1955. Audit suggested that the expenditure incurred by 
the Hindustan Steel Limited on the Resident Engineer and his stafE from 
January, 1955 to 15th November, 1955, amounting to Rs. 2,43,854 
should be debited to the fixed fee payable to the Combine for its work 
as, Consultants instead of showing it against the ceiling of Rs. 70 lakhs. 

The representative of the Ministry of Steel, Mines and Fuel (Depart- 
ment of Iron and Steel) stated that the matter had been taken up with 
the German Combine which claimed that under the provisions of the 
agreement the expenditure should be debited to its fee of Rs. 70 lakhs 
as in its opinion the work performed by the Resident Engineer and his 
s t a  was a part of its function as Engineer-in-charge at site and not as 
Consultants. In fact, the Managing Director of the Company had 
'himself wanted this office to be maintained in Calcutta for doing the 
pte aratory work in connection with the construction of the plant. 
Ahgough the Government of India were s t .  pming for their pomt d 
view that fhd expenditure shodd be debited to the fixed fee the Combins 



was very firm and was even prepared to go in for arbitration. The 
matter had, however, not been halised. 

Ldss through premature borrowings-para. 3 9 ( 2 ) ,  page 44, Audit 
Report, 1957, Vol. I 

265. The Hindustan Steel (Private) Limited borrowed funds from. 
time to time from the Government of India at 44% per annum in order. 
to finance their pro ect. The borrowings were, however, not related 
to the needs of the j ompany, as large sums of money were drawn from. 
the Government and either retained in the current account or deposited 
with bankers at lower rates of interest. During the period 16th 
January, 1956 to the 30th September, 1956, the Company incurred. 
a loss of about Rs. 3,75,000 on account of dBerence in the rate of 
interest paid and earned by them on these amounts. 

The Committee were informed that by virtue of an agreement with 
the German fiml, the amount of money which could be given as share 
capital to the Company was limited by the amount which the German 
Firm was to subscribe. Therefore, the Company were forced to meet 
their requirements through borrowings from the Government. The 
Conunittee wanted to know the circumstances under which heavy sums 
were borrowed from Government regardiess of actu;tl requirements. 
They also desired to be furnished with further details as to the dates on  
which the amounts were drawn, the actual requirements of the Com- 
pany and the balances standing to their crcdit on tl~osc dates. The 
representative of thc hlini5ti:; pi'oniiwd to furni\h thc requisite informa- 
tion. 

The Committee Here further inforrned that since the German firm 
had now no interest in the c;tj$al of the Conlpany, it  had been decided 
to raise the \hare c&lpital to Rj. 300 crores. Further. loan? from Gov- 

' ernment had becn stopped and funds werc being obtained by the issue 
of shares. On a suggc\tion that the outstmding b a h c c  of the loan 
might be converted into share capital to save interest charges thereon, 
i t  was stated that the matter was already under con\idcration. I t  was 
added that the Company uou!d r cxh  thc limit of Ks. 300 crores of 
bharc capital during the currcnt financial year and nlipht even have to 
go in for further loccni. It tvould, therefore, not make m y  material 
(litTerence to convcrt thc exkting arnount of loan i n t o  share-capital. 

Points arising from rhe visir of Clu~irrnurt, Public , .QCCW~I IS  Conantittee 
to the Sreel Projects during n'o\*crnbcr, 1958 

( i )  Pilferage of s1ore.s lying in the opcn at Project sites 
266. During his visit to the Hhilai and Rourkcla Stccl Plants, the 

Chairman, P.A.C. saw huge quantiiicc of storec lying in thc open and 
exposed to pilferage etc. Certain thcfts of valuable stores werc also 
reported to have takcn place despite the rncasures takcn by thc local 
authorities. He had, therefore, suggcstcd to thc lwd authorities to 
undertake at the earliest the construction of pcrinietcr walls around the 
weas where stores were lying. The reprcsentativc of the Ministry of 



Steel, Mines and Fuel (Department of Iron and Steel) informed the 
Committee that the construction of perimeter walls was under progress 
-on all the project sites and the Watch and Ward Staff had also been 
strengthened. The present position was considered to be satisfactory, 
but the Corporation authorities were asked to keep a close watch on the 

,position. 

( i i )  Change in the method of processing 
267. Thc Committee desired to know the savings that would result 

from the change from the Duplex process to the Desiliconising open- 
.hearth method at Durgapur. The representative of the Ministry gave 
a brief idea of the working of the two methods of processing and 
explained that while the Duplex process was good for making sheets 
ctc. the open hearth method was better suited for making heavy plates. 
He, however, promised to furnish a detailed note giving the technicalities 
and economics of the two systems. 

( iii ) Training of Cost A ccourrtants 
268. On a question whether the Hindustan Steel ( P )  Ltd. were tak- 

i ng  step to introduce cost accounting system in the Steel Projects, the 
,Committee were informed that services of certain officers had been 
obtained on loan from the Indian Audit Department and they were 
being trained in cost accounting. A school had also been set up for 
training of cost accountants to meet the special requirements of the 
Steel Projects. 

( i v )  Training of Indian Engineers 
269. The Committee desired to know the steps taken by the 

Hindustan Steel (P) Limited to train Indian Engineers and other tech- 
nical staff with a view to facilitating thc'ir taking over from the foreign 
engineers as the Committee felt that this was important specially at 
Durgapur. where bcing a package deal Indian engineers were not 
associ;lted with me British tuchnicirms. The Committee were informed 
that Indian technicians were freely associated in the working of the 
three plrtnh m J  no dilficulty wah e~periuncrd in this regard. After a 
5i.u week's orientation course at Jmchedpur the trainees were assigned 
to the particular departments \*i:, rolling mills, electrical department, 
mclting shop ctc. and thcrcaftur sent to the various countries for further 
training. There was however a shortape of technical grduates of right 
type in the country and that was why despite their holding recruitment 
almdst cvcry niontti, they were not ;~hle to fill up the vacancies. The 
Cornrnittce desircd to be furnished with the details regarding the method 
.of recruitment; whether the posts were advertised all over India, the 
number of applications received and candidates selected etc. for the 
past two years. 
r(v) Suppb of litnr stone m Durgapur Projtv-t 

270. While the plants at Rhilni and Rourkela had made their own 
arrangements for the supply of lime-stone, the Durgapur Project had 



given a contract to a private company (Bird and Co. Ltd.) for the. 
supply of this material. Explaining the reasons for this, the repre- 
sentative of the Ministry informed the Committee that lime stone 
deposits could not be found near Durgapur. Prospecting was still going 
on and, as an interim arrangement, a contract had bee11 given to the 
tirm for a period of three years for the supply of this material from 
their own quarry. 
Iron and Steel Eqrroliwtion Fund--Grant of Special advances to TISCO 
and IISCO-para 222 of  Seventh Report of P.A.C.  (Second Lok Sabha) 

271. Government had sanctioned special interest free advances to 
the TISCO and ITSCO out of Iron and Steel Equalisation Fund to enable 
the Companies to finance their expansion schemes. The matter was 
examined by the Public Accounts Conimittec and conimmted upon in 
para. 225 of their 16th Report and para 222 of 7th Report (Second 
Lok Sabha). Explaining the latest position abwt these loans. the 
Committee were informed that under the terms of agreement with the 
two Companies, the matter had been referred to thc Tariff Commission 
asking that body to recommend whether any interest should be charged 
and if so at what rate. 

Location o f  Headquarters of Hindustan Steel ( P )  Limired 
272. On a suggestion from the Committee that the Headquarters of 

the Company might be shifted from Delhi to Rourkela in order to have 
closer contact with the Steel Projects, it was stated by the representative 
of the Ministry that it had been decided to shift the headquarters some- 
where nearer the plants as soon as the major Governmental problems 
were solved. 

Working of Sfcue Collieries-pages 49-5 1 and 63-65 A ppropriatiorr 
Accounts (Civil) 1955-56 Vol. XVI 

273. Out of tbe eleven State Collieries the working of seven 
collieries (Argada, Bhurkunda, Deulbera, Kurhurbarcc, Scrampore, 
Sawang and Talchet) resulted in loss to Government both in 1954-55 
and 1955-56. Specially the collieries at Kurburbaree and Serampore 
were wntinuously show~ng losses for a number of year\. I t  was stated 
that these two collkries commenced operation in 1870 and owing to 
extraction of coal during t h w  years, the available rwrvcs had dimi- 
nished. Since the mines had to be worked at comparatively great 
depths, tbe cost of raising the coal increased year by year. But for 
Ih, superior quality of coal produced. these mines would have been 
abandoned long time ago. A technical Committee had bccn appointed 
by Government to go into the economics of raising coal in these mints 
and their recommendations were undcr implementation. The Com- 
mitt# desired to know the r m m e n d a t i o n s  of the Technical Com- 
mittee and action taken by Government thereon. As the rcprcscnta- 
tive of the Ministry was not in pos..sion of this information, he undcr- 
Wok to submit a note to the Committa. A suggestion w u  ma& that 



ketprog in view the shortage of metallurgical coal, the feasibility of' 
briquetting coal dust in India as was being done in France should be 
examined. The representative of the Ministry stated that briquetting 
was generally rkiorted to in the case of coal of lower grades and also 
li 'te. The scheme had been included in the case of lignite in the 
g v e l i  Project. He agreed to consider the suggestion with regard to  
coal, also. In order to conserve the resources of metallurgical coal as 
much as possible, a systcnl of pegging the limit of annual output had 
been introduced. Washeries were also being established with a view 
to utilising coal of lower grade. One Washery at Kargali was already 
under operation and another was being installed in the near future. 
'X'he Hindustan Steel (Private) Limited were also establishing their 
own Washeries to meet their special requirements. 

Statement of Balances Outstanding under Suspense-Page 58 ,  
Appropriation Accounts Vol. XVI 

274. The statement disclosed large amounts (Rs. 2,98 lakhs under 
Misc. advances and Rs. 1.31 lakhs under purchases) outstanding under 
"Suspense*' as on 3 1st March, 1955. The Committee desired to know 
the details of these outstanding balances and the reasons for their being, 
kept under "Suspense". 
savings over voted Grants and Charged Appropriations-Grant No. 

82-A-Page 2 5 ,  Appropriation Accoltnrs Vol. XIV  
275. Originally no provicion was made in the Budget Estimates, 

but a supplementary Grant of Rs. 3 1.76.000 was obtained in December, 
1955 in respect of Grant No. 82-A-Exploration of Oil and Natural 
Gas. The actual expunditurc incurred upto the close of the financial 
year was Rs. 75,188 only. The Comnlittee were informed that upto 
about the middle of 1955, the exploration of oil was in the private 
sector whcn Govcrnmcnt decided to take up thih work as a part of 
gcc~logicrtl survey. Since the necessary equipment and manpower 
could not bc: made available. the amount sanctioned under this Grant 
wit! not utilised and a sun) of Rq. 32.75.200 was surrendered to Gov- 
ernment. The representative of the Ministry further stated that Gov- 
ernment were now keeping their exploration programmes and progress. 
of expenditure undcr eonstant review. 

MINISCRY OF LABOUR AND EMPLOYMENT 
Heavy Experu3iturc an rental--para. 36, page 40, Audit Rcpori, 1957 

276. During the War, building at a total cost of Rs. 1,44,910 
were constructed by thc Defence Department on about 43 bighas of 
land requisitioned undcr the Defence of India Rules at an annual rent 
of Rs. 33.282. The premises were placed at the disposal of the Libour 
b p f t m n t  in July, 1946 for the training of ex-servicemen, which 
%heme came to an and in July, 1950. The mt for the u i s i t i od  7 land was paid by the W n c e  Department upto 3191 July, 19 0. Thsrrc 
after, the buildrngs were retained by the Ministry of Labour aad 
Employment to any out their scheme of technical and vocationd! 
training to a d d  civilians, and that Ministry continued to pay the tsnt 



rn the land owners. Over a lakh of rupees was also spent by Govern- 
ment on the construction of pernlanent structures on the land to meet 
the rsquirements of the Industrial Training Institute at Calcutta. But 
no consideration was given to the question of the permanent acquisition 
-of the land, the cost of which according to the assessment by the Col- 
lector was Rs. 6,45,660. The expenditure on rent of land amounted 

<to Rs. 2,08,012 for the period from August, 1950 to October, 1956. 
The representative of the Ministry informed the Committee that the 

'Institute was now being run by the West Bengal Government and the 
.expenses thereof were being shared by the Centre and State Govern- 
ment in the ratio of Rs. 60 : 40 respectively. It had also been decided 
.to acquire the land at an estimated cost of Rs. 17 lakhs. A question 
was raised whether it would be an economic proposition to acquire the 
land at such a high cost as the interest charges on this amount (17 
lakhs) would work out to about Rs. 50,000 per annum and it would 
be cheaper to retain the land on a rental basis paying Rs. 33,000 per 
year. I t  was also suggested that instead of purchasing the same land 

.Government should find an alternative site for the Institute at a lower 
-cost. The representative of the Ministry agreed to reconsider the whole 
matter in consultation with the West Bengal Government. The matter 
was again considered on the 19th February. 1 959. 
.Defective Budgeting-page 1-.4.3, A.3 ,  page 2-C1: Page 3, 0-4, 
,page 7, A-3 ( 1 ) ( 7 )  etc.-Appropriation Accounts (Civi l ) ,  1955-56 

Vol. XI? 
277. In these cases, savings had been shown to have accrued inter- 

.dia on account of non-receipt of debits etc. In other grants also there 
were similar savings. The Committee observed that such instances 
.of savings indicated laxity of control over expenditure. The repre- 
~sentative of the Ministry admitted that such cases should not have 
sccuned and that no steps should be spared to see that the adjustment 
.of debits for services rendered or stores supplied was made u-]thin the 
same year. 

Training Schemes 
278. The Committee desired to know the extent of co-ordination 

which was being maintained by the Ministry of Labour and Employ- 
ment with other Ministries in the matter of running the various tcchnical 
training schemes. They were informed that this co-ordination was 
achieved through the National Council on which all thc Ministries and 
Departments running such institutions were represented. The Minis- 
'try of Labour and Employment were concerned with the craftsman 
training scheme which provided for cenain basic elementary training 

-only. A Committee had, however, been appointed to 80 into the q u a -  
tion of introducing schemes for higher technical trainiag and their 
Report would be submitted to Government in the near future. 

The Committee were also informed, in answer to their cnquiv, that 
-tht advisability af jlrstituting a Diploma Course and practicc of rssuing 
pdic icncy  certificates was being actively considered. 

279. The Commitxa then adjourmd till 10.00 hours on Tmday, 
3be 27th Jaawy, 1959. 
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27TH JANUARY, 1959 
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Ministry of Tramport and Communications 
(Department of Tramport-Transport Wing) 

Shri R. L. Gupta--Secretary. 
Shri Nakul Sen--Joint Secretary. 
Shri H. P. Sinha--Joint Secretary & C.E. (Roads). 
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MTNlSTRY OF TRANSPORT & COMMUNYCATTONS 
( Department of Transport ) 

A d  Report (Cirll) 1957, VoL I 
Eartern Shipping Corporation (P) Limited-Para. 41 ( 1 ) 

Delay in rhe execution of contracts for nmf vessrls 
281. Due to delay of more than a year in the delivery of a ship by 

the Hindustan Shipyard to the Eastern S h i ~ ~ i n g  Corrmration (P) Ltd. 
the latter sufltred a loss of earnings apart from the interest on Rs. 40 
lakhs advancod to the Shipyard towards the cost of the ship. 

The representative of the Ministry of Transport and Communica- 
tions attriiutcd the delav to the inexperience of the yard in building 
chips of the new type. He added that the technical advirm of tbc 
vard had undcrrEstimatod the perid ncccswy for constructing the ship. 
The cuntract with the technical advisers had since k n  terminated and 
the Shipyard was nuw b h g  run entirely by Tndian officers assisted by 
one German Technician. 
Hinrlustan Shipyard (P) Ltd .ba ro .  44 of Audit R e m  and Page 27 

of the 5th Ann& Report of the Shipyard, 19156-57 
282. 7 h e  Audit para. djsclosod that rhc Shi~vard was continuously 

running at a loss despite the rubsidv pivcn by Government. 
Explaining the reams fm the continuous loss. the mmentative of 

tfw MinEstry stated that being a new venture, tows were &&tabla in 



the earlier years. The yard was trying its k t  to  bring down the a%t 
of cuntructlon and has succeeded to some extent. But the increase in 
the cost of materials has more than off-set the reduction. As regards 
the subsidy paid by Government, he observed that it represented the 
difference between the price of the ship as quoted by the yard and the 
U.K. parity price of a similar ship. 

Thc Committee desired to know whether the cost of materials 
could be brought down by switching over to indigenous materiais 
instead of importing them. The Secretary, Ministry of Transport 
obrerved that, wherever possible, local material was being used in the 
place of imported material. For instance, local teak was being used 
now and not Burma teak in the construction of ships. As regards the 
Oregon pine which was imported from Canada, he added that substi- 
tutes for Oregon pines were being explored. It might take a icmg lime 
as the substitutes recommended so far were not found suitable. 

In reply to a question whether the shipyard was working to ffull 
capacity. the Secretary of the Ministry stated that yard could do a little 
more than what it had done at present but because of tbe difficult 
foreign exchange position the yard had to be content with the present 
load now. 

The Committee desired to have further information on the following: 
( i )  The break-up of the cost of a ship in terms of labour- 

charges, materials, over-heads, etc. 
( i i )  The incidence of imported timber and indigenous timber 

that go into the building of a ship. 
(i : i )  The demands made by the Ministry for foreign exchange 

for development of the Shipyard and the quota allotted. 
The Committee then took up the question of job costing. The 

Managing Director of the Shipyard stated that progres in this r e s p a  
was rather slow. The yard was at present analysing the actual costs 
of ships built so far and splitting them jobwise. In extenuation he 
a d d 4  that the variety of designs adopted in the past in building ships 
had also rendered the job difficult. Now that the yard had s t a n d a d i d  
two types, it would facilitate the estimating of job cost with greater 
precision and watch the performance against those norms. 

Nnsarirfacrorv Method of fixing prices-pura 44 
283. It has been pointed out in the Audit Repan that the presart 

anangcment for fixing price of a ship built in tbe yard was unsatLF 
factow and the question of fixing prices on a mom rational beais was 
eneaging the attention of Governmeat. 

In evidence the Secretary. Minishy of Transport observed that 
under the existing formula, thc price payable by the iadentom for the 
ship was the U.K. pnritv price. Thm was always a diffcreaoc m 
the ptrritv price as obtained by the yard from ks condtmts in tbc 
U K and that which the indentors wen able to get from thdr uwn 



consultants. The final price had, therefore, to be fixed by ncgotia- 
tion. 

Surplus Stores-para 44 
284. According to the Audit para, the Company had in stock stores 

worth about Rs. 20 lacs which had not been moved for several years 
and some of them were lying since 1946-47. 

It was stated in evidence that the stores were acquired during the 
time Messrs. Scindias were running. the yard before Government took 
over the Yard. A part of the stores was obsolete and no purchasers 
could be found for it: a small portion had also been sold. In reply 
to a guestion why the help of D.G.S. & D. could not be sought in d i e  
posing of them, the Ministry's representative stated that the yard itself 
Qsircd to dispose them. The yard was contacting other possible users 
like the Naval dockyards or the Air Force to see whether they might 
be able to us those items. The possibility of using some of thc stores 
with slight modifications was also under examination. It was added 
that the stores were such as might not deteriorate and their value also 
would not go down. though their disposal would release accommoda- 
tion for other storts. As regards disposal of scrap. it was stated that 
the system of cateporisation of the items of scrap was well-organised. 

EASTERN SHTPPING CORPORATION 
Ex-gratia payment lo sfevedoring Contractor at Calcutta-Para 41 ( 2 )  

285. The Audit para relates to a case where the Corporation had 
agreed in its Board Meeting held in December 1955 to makc an er- 
dratia payment of Rs. 62,958 to a stevedoring Contractor at Calcutta 
in settlement of his claim for actual amount of cash losi si~fJcred by 
him as a result of go slow tactic$ on the part of lahour. 

The Ministry's representative stated in reply to rt qucstion that 
although the Corporation was not legally bound to pay in this tax. 
when the lahour adopted 'go slow' methods and the stevcdorm connl- 
plained to the Shipping Cornpanis that the rates which they had quotcd 
~ u l d  not be paying. an oral undertaking was given to them by the 
shipping m p a n i c s  that pavmcnt of an-ex-praria amount w t l l d ,  if 
necessary, be considered. The Corporation as one d the shipping 
corjanits also paid this amount. 

MINT-Y OF TRANSPORT & COMNlMICATlONS 
f Deparfment of Commrrrtications) 
Aoar ucport (cia 1 9 ~ 7 ,  VOL I 

286. Six aircraftq. w m  l o a n d  by Cmvemmtnt, ac a part of subsidy, 
to a flying dub, at! of which crashed within a wriad of four yean, 
01 than, only three aircrab were imured by the flying club #s required 
mder thc a p t .  Bocause of its weak financial p i l l o n  the flying 



elub did not maintain accident reserve fund at a level to meft the eosts 
of the three aircraft, not insured. 

In replj to a question to why nioney was being withdrawn by 
the club from the accident reserve fund for any other purposes the 
D.G.C.A. stated that it was done with Government's permission to 
enaole the club to pay the wages of its employees. 'I he Committee 
desired to know why thc D.G.C.A. did not insrst on the insurance of 
the aircrafts when the balance in the reserve fund was being depleted. 
There was no convincing answer to this. The D.G.C.A., however, 
added that the Department was now very strict in these matten. 

Outsrandinn Book-debts of Rs. 2.08 crores-para 42 (2)  ( 6 )  of Audit 
Report i n d  page 23 of -the 5th A n n u l  ~ e p o r t  of the-Corporation, 

1957-511 
287. Explaining the reasons for the outstanding book debts of 

Rs. 2.08 crores shown in their Fifth Annual Repon, the General 
Manager of the Air-lnd~a International C'orporatmn stated that the 
arrears were large bccause of the increase in business. There was a 
tune lag of 2-3 months In collection of dues for a month and therefore 
a large part of the outstandmg at the end of the year had since been 
recovercd in tfic fo l io~ing  two or three months. Asked about tbc 
reasons for the incrcase In the bad and doubtful debts fro111 Rs. 89,000 
to Rs. 1,97,000 it was stated that it was due to default on the part of 
two or three booking agents during the last two years. One of them 
was in Bangkok and the others in India. Suits were pending against 
the agents in Indra. 

In reply to a question as to how ngents were appointed, the repre  
sentative of the A.I.1. observed that the agents were approved by the 
International Air Transport Association after going into their creden- 
tials. The agents had to submit accounts within 45 days and any default 
on their part was brought to the notice of International Air Transport 
Association. No security deposits were taken from the agents. 

Capital Expenditure-para 42 ( 3 ) 
288. Final agreement regarding division of assets wortb Rs. 20 

lakhs bctwscn the two Air Corporations had not yet been reached. The 
General hlanrtger, Air India International Corporation stat& that thr 
division had been completed since. 

Rules and Regubtions for ofjFcer~ and Employees of ,the Corpore- 
tion not prescribed-para 42 ( 4  1 

289. Regulations in respect of the tenns and conditions of S4NiCC 
of officers and cmployecs of the Corporation required to bc made by 
the Central Government nnd the C o  rntioa respectively and rmtitkl 1" In the ofncial Gazette as provided or in Sections 44 and 45 oC tbc 
Air Corporations Act, 1953 have not so fat kxo fronaed. In tbc 



abwnce of such rules and regulations, the existing regulations, prior to 
nationalisation were to contmue. It has been pointed out by Audit 
that certain concessions allowed to the employees were even outside 
their scope. In evidence the General Manager of Air lndia Inter- 
national explained that in the Corporation's view the existing rules 
permitted such increase and since the Audit had raised an objection 
the case had been submitted to Govt. for post focto sanction. In the 
new revised draft rules necessary provisions had been made. 

Asked about the delay in framing the new rules, it was explained 
by the Secretary of the Ministry that the Indian Airlines Corporation 
faced some difficulties in framing rules and the Air lndia International 
wanted to watch the functioning of their old rules. The Indian Air- 
lints Corporation's rules were recast in the light of the National Tribu- 
nals Award. The Secretary added that the old regulations be deemed 
to be in force till the new ones were framed and were being followed 
in pursuance of Section 20( 1 ) of the Air Corporations Act, 1953. It 
was pointed out by the Committee that Section 20( 1 ) did not appear 
to coder the right to continue OM regulations in respect of the terms 
and conditions of service of the staf'f. 

Tbe Committee were informed that the question of amalgamation 
of the two Air Corporations had been considered and dropped dud to 
certain practical difficulties. 

A voidoble loss of Rs. 4 lakh-para 42(  5 ) 
290. The Air India International Limited placed an order in Deccm- 

ber, 195 1 for the purchase of 2 Super-Constellations, spare engines and 
spare parts at an approximate cost of S 4.04 milhons. I n  view of the 
uncertain sterliag/dollar exchange situation a foruard dollar contract 
was entered into by the Company. Such contracts had to be entered 
into for three months and thereafter wuld be renewed each month or 
tcrminatod. The contracts were kept alive for a very long period even 
after the dollar/ruptc exchange position had improved. Neither the 
Company nor Government reviewed the position either immediately 
before or after nationalisation. The Gcncral Manager, A.1 .I, while 
admitting that no review was made stated that in retrospect now it 
appeared to him that the continuance of the contract was worthwhile. 

Moretorium-PPro 12 of rhc 5th A nnrtal Report of A -1.1. Corporation, 
1957-511 

291. Acoording to para 12 of the 5th Annual Report, the five year 
Moratorium on the payment of interest an- Government investment in 
tbe Corporation expired on 3 1.7.58 and the case was under review by 
Government. The Comptroller and Auditor General informed the 
Committee that the quation of extension of the Moratorium period was 
d i i  at a m d n g  which took place in August, 1958 betwan the 
M M  of Finance and Communicarjrms. The Secretary of 
1Hintrtr;y~tb.1t&mrttrerwacrdnpax!jng. 



MINISTRY OF REHABILITATION 
Adit Report (CMI), 1957, V d  I 

lrregulur maintenunce of cash a d  other a c c o ~ n t ~ - - p ~ r ~  37(a) 4 
A udit Report--Cash Book 

292. The procedure prescribed for maintenance of cash and other 
important records was not being observed in an organisation set up to 
register and verify claims of displaced persons in respect of mt5 
lett in Pakistan. The cash book which formed the subject of an earlier 
inspection had been reported as lost. The Secretary, Ministry of 
Rehabilitation attributed the above lapses to the untrained staff wbo 
handled the work. He added that the acwunts had since been straigh- 
tened out as best as they wuld be and amalgamated with those of the 
Settlement Commissioner. No case of loss or misappropriation or em- 
beulcment of amounts had been discovered except bad maintenance 
of accounts. The Committee enquired how it could be ensured when 
the cash book in question was missing, tbe Secretary replied that the 
cash book was lost after audit objection had been met. The Comptrol- 
ler and Auditor General pointed out that the objection raised in rcs- 
pcct of certain items in the cash books could not yet be settled as the 
cash book was missing. I t  was also brought to the notice of the Com- 
mittee by the Comptroller and Auditor General that the officer who 
w s l p  charge of the cash had been promoted and later on transferred 
to mother Department. The Committee desired that efforts should be 
made afresh to fix responsibility for the loss of the cash book in con- 
sultation with the Ministry of Home Affairs and they should be .bin- 
formed of the action taken. 

No responsibility could be fixed on the cashier as he was half-lunatic 
and was under suspension for four years pending investigation of the 
case by the Special Police Establishment. 

293. Other records-para 37 ( b ) :  The accounts of service and 
ordinary postage stamps valued at Rs. 21,500 and Rs. 224 were not 
produced for audit and the accounts thereof could not also be re- 
constructed. The register containing the account of diet money de- 

it& by displaced persons in respect of witnesses was stated to have 
E n  lost. 

The representative of the Ministry stated that accounts for 
Rs. 20,000 worth of stamps were maintained in various Claims Offices 
where these had ticen distributed and that accounts were not found 
m the main office for Rs. 1.500 worth of stamps only. 

lrrcgular Advance for purchase of Motw Car-pura 38 
294. An Officer drew an advance of Rs. 10.000 for the p u m k  

of a motor car on 9.11.1955. He did not buy the ca( but 
the dvmn with him for nurly ten months t~hich was irregular. At 
the instance of the Committee the officer involved in thh ure arhD ao 
pmcat at the sitting withdm wben this para was takc. up fw oop 
tMsntion. 



When asked -for an explanation about this irregularity, the Secretar)l 
of the Ministry stated that the officer was severely censured and was 
asked to deposit the money. He was a senior officer und would bc 
retiring shortly. As there was no possibility of further pron~otion to 
him, no entry about the censure had been made in his confidential 
report. Ln extenuation, he stated that the failure of the officer to refund 
the amount when he could not purchase the car was due to his un- 
fortunate domestic worries. In reply to a question why the Ministry 
did not pursue the case vigorously in spite of repeated reminders from 
the Accounts Officer and why thc provision of Rule 259 of G.F.R. 
were not enforced, the representative of the Ministry stated that he 
took up the case with the Ministry of Finance and the latter had issued 
instructions for strict compliance of this ruIe. 

Appropriation Accounts (Civil), 1955.56 Vol. XVII 
Compensation to Displaced Persons-Puge 13 Note 3 

295. Giving the latest position regarding the claims ca.w still 
pending, the Secretary. Ministry of Rehabilitation stated that out of 
4,60,000 odd cases of claims about 3.70,000 had been settled and 
about 70 to 80 thousand cases were pending. It was hoped to finish 
the pending cases by 1959 Cases werc being settled at the rate of 
14,000 cases per month. 

296. The Committee then adjourned till 10.00 hours on Wednes- 
day, the 28th January, 1959. 



PROCEEDINGS 
ACCOUNTS 

OF THE FORTIETH SITTING OF THE PUBLIC 
COMMlTTEE HELD ON WEDNESDAY, THE 

28TH JANUARY, 1959. 
297. The Committee sat from 10.00 to 13.05 hours. 

PRESENT 

Prof. N. G. Ranga---Chairman 
MEMBERS 

2. Dr. Ram Subhag Singh 
3. Shri Arun Chandra Guha 
4. Shri N. R. M. Swamy 
5. Pandit Jwala Prasad Jyotishi 
6. Shri Rameshwar Sahu 
7. Shri Prabhat Kar 
8. Shri Raghubar Daynl Misra 
9. Shri H. C. Dasappa 

10. Shri N. Siva Raj 
1 1. Shri Aurobindo Ghosal 
12. Shri Jaipal Singh 
13. Rajkumari Amrit Kaur 
14. Shri T. R. Deogirikar 
15. Shri S. Venkataraman 
16. Shri M. Govinda Reddy 
17. Shri Rohit Manushankar Dave 
18. Shri M. Basavapunnaiah. 

Shri A. K. Chanda, Comprroller & A udiror General oj India 
Shri A. Kalyanaraman, Deputy Cornptrollcr & Auditor 

General 
Shri S. Vcnkataramanan, Accountant General, Ccnhol 

Re venues 
Shri P. V. R. Rao, Director oj Audit, F&S.CS. & M. 

Shri V. Subnunanim, Deputy Srrrcrary. 4 
Shri M. C. Chawla, Under Secretary. 

Minisrry of Food & Agricubure (Lkportnrcru of 
A griculrwe) . 

Shri K. R. Dumls Scctctary. 
Dr. M, S. Randhswa, A d d i W  Smr1oy. 

la 



Shri M .  Lal, Joint Secretary. 
Shri Krishan Chand, Joint Secretary. 
Shri S. Mullick, Joint Secretary. 

Department o f  Food 
Shri B. B. Ghosh, Secretary. 

Ministry o f  Works Housing & Supply 
Shri M. R. Sachdev, Secretary. 

Ministry o f  External A flairs 
Shri B. N. Chakravarty, Special Secretary. 
Shri P .  Ratnarn, Joint Secretary. 

Ministry of Finance (Department of  Expenditure 
Shri K .  L. Ghei, Joint Secretary, 
Shri M .  S .  Bhatnagar, Joint Secretary. 

MINISTRY O F  FOOD & AGRICULTURE 
(Deparlment of Agriculture j 
Audit Report (Civil), 1957 

Fayrnenr of  grants-in-aid in excess of requirements, Para 30, page 
35.  298.-According to Audit, Rs. 21,20,300 were paid to the Indian 
Council of Agricultural Research for various research schemes which 
terminated between 1946 and 1950. The Council remitted 
Rs. 16,39,226 to the various agencies for conducting research on 
approved scheme. Statements of expenditure, incurred by them were 
still wanting in many cases. Out of the balance of Rs. 4,81,074, a sum 
of Rs. 4,37,362 had since been refunded and the balance either utiliscd 
or retained for settlement of old debits. After the termination of the 
schemes, research agencies had, however, not asked for additional 
funds. 

The Committee wanted to know why the I.C.A.R. did not refund 
the balance of Rs. 4,81,074 for many years. The witness stated that 
grants were paid to the State Governments for various schemes, the 
accounts of which could not be received unless the schemes terminated. 
But in the present case, Rs. 4,37,362 had already been refunded to 
Government. The Committee desired to be informed of the date of the 
refund of that amount, the number of schemes financed by grants-in-aid 
from the Centre which were in operation, the schemes terminated half- 
way and the amounts spent thereon during the last five years. 

4 

Asked about the steps taken by the Ministry to get audited state- 
ments of the completed schemes regularly fm State Governments, 
the witness stated that reminders were being sent practicall every 
month to get the accounts. Tbe Committee desired to be l urnishcd 
with a note setting forth further information on certain points arising 
Crom this came. 



Asked about the remedy for the non-submission of accounts by the 
State Governments, the witness suggested that in case the accounts were 
not received within a year after the end of the financial years, further 
grants should stop. 'To a question whether that was followed in 
actual practice, the reply was in the negative. The Committee +ired 
to be furnished with a note discussing the feasibility of implementing this 
suggestion in consultation with Audit. 

The Committee, next, enquired about the checks exercised by the 
Ministry on the progress and execution of the schemes. They were 
informed that progress reports were received from the State Govern- 
ments and examined by the Advisory Board. The Agricultural Com- 
missioner and the Director of the I.A.R.I. were the co-ordinating 
authorities at the Centre and they went round every year for inspection 
on the spot. 

The Committee also drew attention of the Ministry to Rule 207(2) 
of General Financial Rules, Volume 1, which made it obligatory on 
the Ministry to draw only so much amount of grants as was required 
during a year. They desired to be furnished with a note indicating 
whether accounts of the schemes regarding crop cutting experiments on 
wheat,/paddy and the Institute of Fruit Technology had been closed 
and whether the Ministry were satisfied that those schemes had been 
completed satisfactorily and the results achieved had been comnren- 
surate with the expenditure incurred thereon. 

The Committee then took up the case mentioned in the third sub- 
para of para 30 of the Audit Report in which the I.C.A.R. had beem 
paid Rs. 2,11,056, Rs. 3,57,729 and Rs. 8,29,487 during the years 
1952 to 1955 for conducting research on certain other schemes, while 
the agencies carrying out research were paid by the Institution 
Rs. 41,348, Rs. 2,i3.5 1 1 and Rs. 3,61,909 only during those years. 

The Committee were informed that short payment was due to late 
starting of the schemes. On being pointed out that such an explana- 
tion could be valid for the first year and not for subsequent years, the 
witness stated that the States were finding it increasingly difficult to 
procure matching grants and that was the r-n why the States are 
reluctant to take up even the schemes which the Council had sane 
tioned. Asked whether there were some schemes which had been ini- 
tiated in time but had to be slowed down due to the inability of the 
States to find matching grants, the witness replied in the affirmative. 
The Committee desired to be furnished with details of such schemes. 
They also desired to be furdished with a note in consultation with Audit 
and Finance discussing (a )  the establishment of 3 permanent fund 
running over a number of years under the control of the I.C.A.R. for 
making grants-in-aids to the States for various Schemes and (b)  tbe 
desirability of lacing at the disposal of the State Governments in tbe 
first instance, %% of the amount sanctioned by the Government of 
India for various Schemes and releasing the balance of the amount 
subsequently when it was proved to the satisfaction of I.C.A.R. 
and other such bodies that tbc grantee had actualiy the capadty to 
spend on the rct#mss cooanrsd. 



Appppriation Accounts (Civil), 1955-56, VoL VII 
Page 10, Grant No. 42-Forest. 299. The Committee noticed 

that out of a total provision of nearly Ks. 96 lakhs, there had been 
savings of more than Rs. 22 lakhs whde only about Ks. 5.77 lakhs had 
been surrendered. The witness stated that the savings were due to 
non-receipt of stores from the T.C.A. funds which resulted in the 
money which would have ordinarily been spent on this account rernain- 
mg unspent. Referring to sub-heads C. 2--Grants for National Parks 
and C. 3 4 r a n t s  to State Governments under this Grant, the Com- 
mittee pointed out that it was not a question of equipment or stores 
done. In a way. the schemes for which funds had been provided were 
not quite mature. and obviously savings were due to over-budgeting. 

( i )  Page 64, Grant No. 44; (ii) Page 94, Grant No. 121; (iii) Page 
96, Grant No. 122 and (iv) Page 106, Grant No. 123- 

300. The Committee noticed savings ,ranging from 40 per cent 
to 73 per cent of the total provision under these Grants. In some 
cases, excess provisions detected much early in the year were also 
not surrendered. Asked the reasons for savings, the witness stated that 
there had been surrenders exceeding a crore of rupees under the Grow 
More Food Schemes because the States did not request for the reirn- 
bursement of the amounts spent by them out of food bonus which was 
earned by the States and equipments were not received in time. 

The Committee observed that there had been bad budgeting in these 
cases and funds should have been provided in the light of past per- 
formances. The witness expressed the hope that with the revised 
procedure of paying to States in advance, there would not be any such 
defect in future. 

Grant No. 123-Page 108-Note 7, Group Head B .  6--Im- 
port of Sugar. 301. According to Audit, the financial review and the 
proforma accounts of the scheme 'Import of Sugar' for 1955-56 could 
not be finalised due to delay i? reconciliation of figures. 

The Committee were informed by the Comptroller and Auditot 
General that reconciliation of the figures had been done since then. 

302. Page 1 08, Note 9 - 4 .  T.0.--Government capital accounts.-- 
Audit reported that total withdrawals from the Treasury upto the 
31st March, 1956 taken into proforma account exceeded the accounts 
figures by Rs. 50.12 lakhs and the cash rCmittances into theatreasury, 
credit bOOk adjustments, etc. included in the Proforma Accounts upto 
that date were less by Rs. 8.97 lakhs as compared with the accounts 
figures. The difierence of Rs. 59.09 lakhs remained to be reconciled. 

The Committee were informed that the un-reconciled flgure had 
ban  reduced to Rs. 2,46,000 at the end of 1956. 

(ii) Hours lost due to breakdown. 303. Explaining the reasons for 
bamsc in the breakdown of tracton, the witness stated that the useful 



life of the tractors was about 10,000 hours. But it had been increased 
to 12,500 hours to conserve foreign exchange. In reply to a question, 
he stated that they had a satisfactory arrangement of carrying out repairs 
etc. in the workshops. 

Granr No. 43,  Page 43, Note 7-Transfer to a fund of the proceeds 
on the sales of stcgcir stocks seized on decontrol. 304.-The Com- 
mittee noticed that as against the opening balance of Rs. 35,49,075 
in the Fund on 1st April, 1955, Rs. 6,847 only were distributed to 
States, etc. during the year 1955-56. 

Asked how the Ministry proposed to utilise the fund, the witness 
stated that the fund was intended for the development of sugarcane. 
Eluc'dating the point further, the witness stated that the Central Govt. 
gave grants to the States for this purpose on the basis of certain fixed 
pattern of assistance such as amount of fertilisers used, the plant pro- 
tection measures taken; the improved seed sown etc. 

Note 9-Store  account.^ o f  I . A  .R. l .  305.-The Committee were 
informed that the stores accounts of the Institute for 1955-56 had 
since been compiled. 

Note 8-Tmnsfcr to tire Fltrtrl for tlw benefit o f  Cotton Growers. 
306.-The Committee enquired how the fund was being used. The 
witness stated that the object of the Fund waq to bring the largest pos- 
sible acreage under the improved varieties of cotton. The fund was 
:~tlrninictered hv the Ministn' of Commerce and Industrv. The Com- 
mittee rlcqired the Ministry to examine in consultation with the Minis- 
t n '  of Cotnmrrce & Tndustrv and furnish a note regarding the feaqihilitv 
of ndniinictering the Fund tw the Minktry of Food & A.miculture and 
continuation of the w m c  with layper grants year by year to increase 
the production of long staple cotton in the country. 
Grmt Nn. 123--Other Cnpitnl 0 r 1 t l u ~  of  the 3firliwy o f  Food anti 
A rricrtltrrrc-Pnge 1 34. Rcrerlrr Pool of Ferrili:rrs, .Vote ( t e l i ) -  
Sttndnl Dchrors-Rc. 4.89.86,087: 

307. The Committee were informed by the witness that the entire 
amount had been adjusted since then. 

Audit Report (Civil), 1957 
Purcha.w of Austrnlian Sorghirnt-Para 29. pi~grs 34-35 

308. Tn 1953. Government entered into contracts with three firms 
for the wpplv of .Sorghum from Australin. The supplies were received 
in four vessels. The p i n s  contained in  two of thwc vessels had heen 
supnlied partlv by cach of the t h w  firm$. while the grains contained 
in the other two vemcls had been supplied exelusivelv by one tirm. Thus 
the prains received in the first two vesqelc lost their identity a9 rteards 
the supplier. The consumption of wains having* pmved harmful. en 
inquiry was instituted. Tt revealed the admixture d dhatura seeds, in 



the hand-picking of which an expenditure of about Rs. 1,80,200 was 
incurred. 

The Committee wanted to know how shipments of the three firms 
were allowed to get mixed up. The witness stated that for each ship, 
Government had to take a certain quantity from different sellers. 
Neither the inspection in Australia nor in India revealed any admixture 
of dhatura seeds. There was thus no necessity for keeping supplies from 
diEerent firms separately. When asked as to who paid for the ins- 
pection in Australia, the witness replied that the inspec- 
tion agency was appointed by Government and the sellers only paid for 
the same. 

To  a question whether admixture of dhatura seeds was accidental 
or deliberate, the witness stated that Government did not think it was 
deliberate. 

The Committee desired to be furnished with a *Note (a )  discussing 
the desirability of maintaining the identity of foodgrains supplied by 
different suppliers and loaded in the same ship and (b) the steps taken 
or proposed to be taken to prevent the recurrence of such cases in 
future. 9 q 

Infructuous expenditure on fees paid to lawyers-Para 31-Pages 
35-36. 

309. A vessel carrying wheat cargo purchased by an overseas supply 
Mission for $ 8,54,784 on which a freight of $ 235,200 had been 
paid, sank as a result of fire. With a view to safeguarding their in- 
terests, the Mission entrusted the case to a firm of attorneys with the 
approval of the Ministry without obtaining firm esimate of their fees. 
Govt. had to incur an avoidable expenditure of $23,293.65 after 
taking into account refunds made by the firm. 

When asked the reasons for not fixing the fees of lawyers before 
hand, the representative of the Ministry of Works, Housing and Supply 
quoted from a letter from the U.S. Department of Commerce. which 
stated that the practice in the U.S.A. was to fix the amount of the 
fee after the services were rendered as the f t e s  agreed upon and fixed 
in advance proved many times to be too short o r  too high. 

The Committee drew attention of the witness to the note recorded 
by the then Indian Ambassador that there had been delay and negligence 
in considering that matter for which responsibility had to be fixed. The 
witness stated that an approach was made to the U.S. Government at 
diplomatic level to get the case settled out of court, but to no effect. 
As regards disciplinary action after obtaining the explanations. the 
Ambaaador himself looked into the matter and was satisfied that the 
case did not warrant any disciplinary action which was. therefore, 
treated as c lod .  - - - - - -. . - - -- - . - " -* - .  . - -  
*A nmr h d  k m  received an 4-5-99 d\er the Canntdtttt (1958-59) hd approved thclr 

Report. 



Loss of Government dues owing to failure to pwsuc claitn~-P4f4 
32(a) pages 36-37: . 

310. According to Audit, during 1947 nine ships were chartered 
from a shipping company for the carriage of foodgrains from a forei P country to India. The responsibility for the final settlement of do ar 
claims arising out of these shipments devolved upon an overseas Mis- 
sion. For the first time, in October, 1948 the Embassy in that Country 
informed the Mission that an amount equivalent to Rs. 1,696.86 was 
due from the company on account of damage to grain in one of these 
shipments. No action appeared to have been taken by the Mission for 
the recovery of that amount at that stage. In April, 1950 the Embassy 
informed the Mission that the total amount due from the Company on 
account of damage and short delivery of grain in India in December, 
1947 was Rs. 1,12,428.47. By that time, however, the claim had 
already become time-barred. On that claim being presented to the 
company in November, 1950 by the Mission, the former, however, 
gave an assurance that an immediate investigation would be made. 

The shipping company was reorganised in 1952. But no action 
was taken by the Mission to present its claim in the court as required 
on the appointed date. In March, 1953 the shipping company brought 
the delay in settlement of some of its own claims against Government 
to the notice of the Ambassador. A review conducted by the Mission 
at that stage revealed that. after adjustment of the company's claims, 
an amount equivalent to Rs. 1,62,341 (inclusive of the amount men- 
tioned above) was due to Government from the company. But by 
that time all claims against the companv had become time-barred owing 
to the failure of the Mission to prove its claims during the re-organisa- 
tion proceedings. When asked about the reasons in allowing claims 
to become time-barred, the representative of the Ministry of Works. 
Housing and Supply stated that he had no defence to offer in this case 
except to consider what disciplinary action could be taken against those 
who were responsible. The Mission. he added had rewrted in this case 
that the person who was responsible for not havinp properlv followed 
up this was a local recruit and had since resigned his job. Continuing, 
he stated that the Mission Wac; having further discussions with the firm. 
It wanted six months' time to which the Ministry had agreed. 

At the instance of the Committee, the Secretary. Ministry of Works. 
Housing and Supply undertook to look into the cate further and fur- 
nish a note statine disciplinarv action proposed to be taken against the 
dFicers m p n s i b l e  for the failure to pursue claims after examination 
af relevant papers by the Ministry themselves. 
l a m  of Rs. 86,762--0wina to the failure to pitrsue cloimF-para 

32(b) ,  page 37. 
3 1 1. Similarly, in seven other cases claims cm account d dts- 

patch/demurmge money and other misctllantous dues w m  not 
properly pursued with the result that thev k a m e  t i m e - b a d  and had 
b be abandoned. the total loss involved being Rs. 86.762. 

The Committee felt that the failure to pursue claims was a chronic 
feature of the Mission. The wit= stated that those wett old 



dating to 1947-48. The Committee desired to be furnished with a 
note indicating when and in what manner the Ministry had expressed 
their dissatisfaction against the officers concerned in the Mission. 

Failure to piusue a claim for Rs. 23,809.50 Para 32 (c) , page 37. 
312. An amount equivalent to Rs. 34,208.80 accrued to Govern- 

ment on account of despatch money earned at the port of discharge 
in connection with the transportation of cargo of foodgrains from a 
foreign country to India in a vessel chartered in London in April, 
1947. The discharge of cargo in India was completed by the end of 
July, 1947. The legal adviser of the Mission recommended acceptan- 
ce of a compromise offer of Rs. 23,809.50 from a vessel's agents on 
account of despatch money made in September, 1950. No action was, 
however, taken by the Mission till May, 1954 to accept the compro- 
mise offer. By that time the claim became time-barred and the agents 
repudiated their liability in the case. 

The witness stated that the Ministry were not satisfied with the 
action that had been taken .and they wrote to the Minister in the 
Mission about it. But his recommendation was that nobody else 
beyond one foreign recruit could be held responsible. 

The Committee desired to be furnished with a note stating the 
Ministry's findings as a result of the study of the case at their end and 
the disciplinary action taken or proposed to be taken against the offi- 
cials at fault. 

Appropriation Accounts (CiviI), 195546, Vol. Vn 
Grant No. 45-Miscellaneous Deptts. and other expendirure under the 

Ministry of Food and Agricultirre 

Page 82, Note 5-Trading loss on sale of rice 

3 13. Early in 1955, Government had a stock of about 15 lakh 
tons of rice. In view of the fall in the open market-prices of rice, 
these stocks had to be disposed of at prices lower than the economic 
cost resulting in loss, estimated early in 1955 to be of thc order of 
Rs. 45 crores. 

The Committee wanted to know how the loss occurred. The wit- 
ness stated that the Central Government had decided to take over the 
stocks of rice as a result of decontrol all over the country and had to 
bear the loss as the prices went down. In  reply to a question, hc 
stated that actually in 1955-56, they entered the market only to 
support the prices. ActualIy, they purchased very little. I t  was only 
rersently that they had started buying on a large scale. When 
asked further about the amount of ultimate loss, the witness stated 
that it was 34 to 35 crores of rupees. The Committee desired LO be 
furnished with a note giving some further information in this case. 



Grant No. 122-Purchases of Foodgrains, Page 97, Note 3, Losses, 
Write 08, etc. Item (x)--Ex-gratia and compensation payments 
( 2 cases)-Rs. 2,00,090. 

314. The Committee wanted to know to whom and under what cir- 
cumstances those payments were made. The witness stated that the 
main item was of Rs. 2 lakhs which had to be paid to a party with 
which the West Bengal Government had entered into a contract for the 
purchase of rice. As the price of rice was falling, more loss was an- 
ticipated. Hence the matter was settled by paying an ex-grutia pay- 
ment of Rs. 2,00,000. 
Item (vii)-Loss of  Rs. 19,73,383 on account of  the disposal of 

foodgrains by State Governments on behalf o f  Central Govern- 
ment ( 2  cases). 

315. The Committee were informed that in this case also rice stocks 
were taken over by the Government of India from the Madras Gov- 
ernment, who were acting as an agent of the former. In reply to a 
question it was stated that the loss of Rs. 19,73,383 might be in 
addition to the loss of Rs. 35 crores already suffered by Government. 

Page 98, Audit Comments, Note 2---Outstanding Advances 
316. When asked about the explanations for outstanding advances, 

the witness stated that actually after the advances were made to States, 
adjustments had been going on. It was a laborious process and he 
was paying personal attention to resolve the same. The Committee 
felt that it should not have taken four years to carry out adjustments. 
They desired to be furnished with a note stating the amounts s t i l l  
remaining unadjusted, the names of States, amounts outstanding 
against them and reasons for the same. 

MINISTRY OF EXTERNAL AFFAIRS 
Audit Report (Civil), 1957 

Assignment of work ro a private firm withoi(r in\-iting competitive 
tcnders-para 28, page 34. 

3 17. During the period May, 1952 to March, 1957 a firm was paid 
Rs. 6,26,332 for the work of mirneo-graphing and mailing of publicity 
releases qf the Information Services of an Overseas Mission entrusted 
to them by the latter without inviting tenders. The Mission had inrcr 
alia stated that independent enquiries made from time to time as a 
measure of precaution, to ensure that its rates were competitive, show- 
ed them to bc cheaper than those of other similar agencies. No 
records of such enquiries were, however. furnished to Audit 

The Committee wanted facts and figures about the independent 
enquiries made by the Mission. The witness stated that according to 
the statement of the officer concerned most of the American firms did 
not think it worthwhile to $0 clerical work unl- the contract was 
redly big. Normally enquiries were made on telephone. Eluci&tiag 
the point further, he stated that such a practice had been in vo ucr 
since the establishment of the Mission in 1942, but competitive tc 
were now being invited as a result of audit objections. 

& 
' 286 (Aii) L.S.-12 



Since the Committee could not cover all. the points arking from the 
Accounts etc. for want of time, they decided to forward these points to, 
the Ministry for furnishing written replies thereto. 

Appropriation Accounts (Civil),, 19S-66, POL VI 
Grant No. 2 1 T r i b d  Areas 

318. Page 1, Note 1--Out of the final saving of Rs. 74,28,919, a~ 
sum of Rs. 49,45,000 was surrendered. The Committee wanted to  
know the reasons for not spending the money. The witness stated 
that the expenditure had actually been incurred. But unfortunately 
the Defence Ministry failed to raise the debit against the Ministry of 
External Affairs within the financial year, with the result that the ex- 
penditure could not be adjusted in the accounts. The Defence Minis- 
try had since issued strict orders that debits must be raised within the 
year and such a situation would not recur. 

Explaining the reasons for the surrender of Ks. 49,45,000, the 
witness stated that it was due to non-implementation of the works pro- 
gramme, non-materialisation of economic development schemes, non- 
utilisation of full provision for air dropping operations, etc. He added 
that one of the chief reasons for the non-implementation of the works- 
programme was difficulties in obtaining the personnel. The Com- 
mittee desired the Ministries of External Affairs and Finance to exa- 
mine the feasibility of giving attractive salaries and allowagces to the 
staff required for development work in tribal areas. 

319. Grant No. 22, Page 27, Note 1.-The original grant d 
Rs. 6,77,45,000 was increased to Rs. 7,21,53,000 by supplementary 
grants of Rs. 20,60,000 and Rs. 23,48,000 voted by Parliament in 
September and December, 1955, respectively. Out of lhe find saving 
of Rs. 23,36,135, a sum of Rs. 18,500 only was surrendered. 

Page 28, Note 7-Waiver of recovery of an ourfit allowance of 
Rs. 1,250. 

320. An d c e r  was granted an outfit allowance of Rs. 1,250 on his 
transfer abroad but was recalled within four months, The ramvery 
of the allowance was waived by Government 

Explaining the reasons for waiving the recovery, the witness stated 
that there were serious allegations against the officer concerned and 
he had to be recalled. As there were difEculties in getting the neccs- 
sary evidence to establish the allegations, the Ministry got rid of him: 
and decided to waive the recovery. 

Page 28, Note 8-Waiver of recovery of an outfit ailowance of 
Rs. 1,700 

321. The recovery of an outfit anowance of Rs. 1,700 drawn by 
an officer under orders of transfer abroad, which were subsequently 
cancelled, was waived by Government as the amount had already kxo 
utilisadbyhim. 



The Committee were informed that due to economy drive, that 
official could not be sent abroad. But the Ministry had decided to 
adjust his outtit allowance against his dues for the next posting. 

Note %Waiver of the recovery of Rs. 1,143, as overtime allowance 
to a chaufieur. 

322. Government waived the recovery of a sum of Rs. 1,143 paid 
as overtime allowance to a chauffeur of a Mission abroad without 
proper sanction to avoid hardship io him. 

The Committee were informed that the matter had been regularis- 
ed since then. 

Note 11-Waiver of  recovery of  Rs. 19,306-7-0 overdrawn by  an 
o@cer on re-employment 

323. A sum of Rs. 19,306/7/-  was overdrawn by an officer upto 
12th May, 1952 as his pay on re-employment under Government was 
not correctly fixed as required under rules. 

The witness stated that the officer concerned was a Minister in an 
Indian State. At that time, the States had not merged with India and 
any pension that he drew from the State could not be taken into consi- 
deration even if he had mentioned it. Recovery had been made from 
13-5-52, the date on which the overpayment was reported to Govern- 
ment. 

Grant No. 23-State of Pondicherry , Page 59,  Note 6-M isclussifica- 
tion of  expenditure, etc. 

324. The Committee wanted to know whether matters had been 
set right since. The witness stated that after the appointment of a 
Financial Secretary. the position was quite in order. 

Grant No. 22-External Affairs, Pages 29-35-Statemcnt showing 
grants and expenditure relating to each Embassy, High Com- 
mission und other Legations, Consulates, etc. for the year 1955-56. 

325 .  On being pointed out by the Committee that grants and ex- 
penditure relating to the High Commission for India, London were 
not king shown under the statement, the representative of the Minis- 
try of External Affairs stated that they were beiig shown separately 
under subhead charges in England. The Committee felt that grants 
and expenditure relating to the High Commission for India, Loadon 
might also be shown in the Statement. They also desired 
that this should be considered in consultation with Audit and a 
cansolidatd picture of the amounts that were being spent in Indian 
Embassies, High Commissions, etc., abroad should be sbown m tbe 
Accounts from the next year. 

I 



Paras 67-69-Administration of the scheme of Assistance 
326. In their note (Appendix XVI, Volume 11) the Ministry had 

indicated two alternatives to the solution of the problem for consi- 
deration of the Committee viz. 

( i )  The whole amount outstanding on account of such ad- 
vances might be written off completely. If the present 
rate of recoveries/writes off was maintained, it would 
take the Government of India several centuries to 
collect those outstanding amounts. If efforts to recover 
those amounts continue as at present, it would be 
distinctly to the disadvantage of the Government in the 
long run. 

(ii) To write off individual amounts in bad cases on the basis 
of recommendations from Heads of Indian Missions 
abroad and the Chief Secretaries to State Governments 
and as reviewed by a team of hvo officers of the M~nis- 
try--one representing the Finance Branch and the other 
representing the Administration. The object of that 
team should be to weed out all bad cases and to bring 
forth a clearer picture of the amounts that could be 
recovered. S p i a l  efforts should then be directed to 
concentrate on expediting recoveries in those residual 
cases. It was anticipated that the expenditure on the 
travelling allowance of those two officers would be 
Rs. 7,0001-. 

The Committee, however, felt that since it was an administrative matter, 
it was for the rylinistry themselves to take a decision thereon in con- 
sultation with Audit, if necessary. 

327. The Committee then adjourned till 10.00 hours on Thursday, 
t)Lt 29th January, 1 959. 



PROCEEDINGS OF THE FORTY-FIRST SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON THURSDAY, 
THE 29TH JANUARY, 1959. 

328. The Committee sat from 10.00 to 13.00 hours. 
PRESENT 

Prof. N. G. Ranga--Chairman 

2. Dr. Ram Subhag Singh 
3. Shri Arun Chandra Guha 
4. Shri N. R. M. Swamy 
5. Pandit Jwala Prasad Jyotishi 
6. Shri Rarneshwar Sahu 
7. Shri Prabhat Kar 
8. Shri Raghubar Dayal Misra 
9. Shri H. C. Dasappa 

10. Shri Aurobindo dhosal 
11. Shri Jaipal Singh 
12. Rajkumari Amrit Kaur 
13. Shri T. R. Deogirikar 
14. Shri S. Venkatarman 
15. Shri M. Govinda Reddy 
16. Shri Rohit Msnushankar Dave 
17. Shri hl. Basavapunnaiah. 

Shri A. K. Chanda--Comprroller & Auditor General of 
India. 

Shri A. Kalyannramm-Deputy Comptroller & Auditor 
Gewral.  

Shri S. Venkataramanan-A ccountant General, Central 
Revenues. 

Shri P. K.  Sen-Director o f  Commercid .dudit. 
SECRETARIAT 

Shri V. Subrmanian-Deputy Secretary. 
Shri M. C .  Chawlit--Under Secretary. 

WITNESSES 
Ministry of  Information and Broadcasting 

Shri R. K .  Rmadhy;tni-Sccretary. 
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Shri J. C. Mathur-Director General, All lndio Radio. 
Ministry of Finance (Department of Expenditure) 
Shri S. S. Shiralkar-Joint Secretary. 

Ministry of Finance (Department of Economic Adaim) 
Shri M. V. Rangachari--Special Secretary. 
Shri A. Baksi-Joint Secretary. 

Industrial Finance Corporation 
Shri K. R. K. Menon-Chairman. 
Shri H. V. Venkatasubbiah-General Manager. 

MINISTRY OF INFORMATION & BROADCASTING 
Audit Report (Civil), 1957 

Contract without agreement-Para 33, Pages 37-38 
329. The sole agency for procuring advertisements for 1954-55 

for the Radio Journals 'Vani' and 'Vanoli' was entrusted to a firm, 
subject to a rpinimurn guarantee of annual advertisement revenue of 
Rs. 60,000. No written agreement was executed and the stipulated 
security of Rs. 6.000 was not furnished by the firm. The firm did 
not remit the advertisement charges collected by it to Government 
for a long period and Rs. 14,165 were s)dl (March, 1957) due from 
it. The minimum advertisement revenue of Rs. 60,000 guaranteed 
by it for the year 1954-55 was also not made good as the revenue 
actually collected by it was Rs. 18.510 only. But the agency was 
allowed to continue till March, 1955. 

The Committee wanted to know the reasons for not entering 
into a written agreement with the firm. The witness stated that the 
terms of agreement were generally covered by a letter, which had 
been received from the firm. But the Ministry took some time to 
draw up the formal agreement, which was sent to the Station Director, 
Madras in July, 1954 to be entered into with the firm, but the firm, 
however, delayed its signing. When asked why the work was allowed 
to be taken up before the agreement was executed, the witness stated 
that had it not been done, there would have been interruption in the 
issue of journals. 

Explaining the extenuating circumstances which compelled the 
Station Director, Madras to allow tbe firm to take up that work 
without security deposits, the witness stated that the Station Director 
was under the b o e d e  impression that the firm would fulfil the tenns 
of the contract. 

In reply to a question, he stated that the Station Director 
reammended another firm for this work. But the Ministry in 
consultation with the Ministry of Finance did not accept that 
recommendation. When asked whether the Ministry had made 
enquiries regarding the antecedents of the highest tenderer, the witnecw 
stated that the performancu of the contract by the finn in question 



was not h deubt 9s it had a press and the undertaking was not 
ainancially very heavy. Since the witness was not in possession of the 
fir11 facts of the case, he undertook to furnish the Committee with a 
detailed note (Appendix XI, Volume 11) touching upon the various 
aspects of this case. 

Appropriation Acc~~lllts (Cfvn), 1955-56, VoL X 
,Grant No. 62-Ministry of Information & Broadcasting, Page 2, 

Note 3-Losses, writes ofl, etc. 
330. Audit reported that two clerks were promoted as Assistants 

h anticipation of the approval of the Ministry of Home Maira 
which, however, did not approve of it. The clerks were reverted to 
ae i r  substantive appointments and the amount of Rs. 2,648 overpaid 
to them was written off by Government as the clerks drew the money 
in good faith, having performed the duties of the post. 

The Committee wanted to know the reasons for promoting the 
clerks and not making recovery after their reversion. The witness 
stated that those clerks were initially promoted for three months 
subject to the concurrence of the Home Ministry because probably 
eligible and competent candidates were not available immediately. 
The payment was made for the work done. Consequently, there was 
really no loss of public funds. 

The Committee understood from Audit that those clerks worked as 
Assistants for about 22 months. The Committee could not appreciate 
the plea of short term appointments advanced by the Ministry. They 
pointed out that the Ministry should not have promoted the clerks 
without obtaining the sanction from the Ministry of Home Mairs. 

Grant No. 63-Broadcasting, Page 10, Note 1 

33 1. Out of the find saving of Rs. 36,43,246 a sum of 
Rs. l2,8S,OOO only was surrendered. 

The witness stated that in many cases expenditure wuid not ba 
incurred partly QII account of non-receipt of debits, numerous &lays 
in payments, non-amval of equipments, etc. and unfortunately thosa 
difficulties could not be anticipated. 

Page 9, sub-head M-Grmts-in-aid to State Governments for 
Community listening scheme 

332. Thc Committee noticed a saving of Rs. 10,31.207 under 
this sub-head which was not surrendered m time. 

When asked for an explanation for this saving, the witness stated 
that it was again largely due to the non-receipt of debits. To a 

uestion whether the whole amount was spent during the next m, 
$s witness repti& in attirmativs. 



Page 11, Note 5-AN India Radio, Withdrawal Account- 
Rs. 2,55,84,S 18 

333. The Committee were informed by the C. & A.G. that the 
accounts had since been verified with the figures given in the 
'schedules of withdrawals' and 'details of other adjustments' furnished 
by the Accountant General concerned. 

334. Furniture and Musical Instruments.-The Committee were 
informed by the C. & A.G. that the Ministry had agreed to show such 
articles in the accounts as assets. 

335. Physical verification.-The Committee were informed that 
physical verification had since been done. The Committee, however, 
desired to be furnished with a note stating whether any irregularity 
had been brought to notice at A.I.R. Stations, Hyderabad and 
Aurangabad. 

336. Radio Station, Lucknow.-Audit reported that the value of 
stores worth Rs. 14,829 received from other stations was credited to 
repairs and maintenance account instead of to Government capital 
account. 

The Committee were informed by the witness that there had been 
an error in accounting. The C. & A.G. intervened to say that the 
required adjustments had since been made. 
Page 12, Financial Review by  the D.G., A.I.R. 

337. The Committee noticed that losses on the working of the 
A.I.R. (excluding Radio Publications ) had increased from Rs. 
99,21,659 in 1954-55 to Rs. 1,29,02,330 in 1955-56. 

The witness reiterated his statement made last year that the 
acccunts of A.I.R. should be viewed after taking into consideration 
expenditure on developmental, external and plan publicity scrviccs. 

The Committee drew attention of the Ministry to the rccornmenda- 
tions ma& by them in para 193 of their 7th Report and wanted to 
know improvements effected since then to counteract the losses. The 
witness stated that so far as the licence fee was concerned, it was 
already reported to bc on the high side. If that was graded on the 
basis of valves, it would have to be more than Rs. 15 for certain sets 
and less for certain other sets. It might also result in loss of revenue. 
Further, valves inside a set could not bc checked up readily. Besides, 
a set with the lesser number of valves might even have a higher price. 
11 was, therefore, considered simpler to relate the gradation to the price 
of a set and not to the number of valves in it. 

The Ministry had, however. come to the conclusion that owners of 
sets costing Rs. 100 or  less should be rquired to pay Rs. 6 as licence 
fce. That was expected to provide an incentive to the manufacturers 
and to the people to obtain the less expensive sets. But while the 
producers had brought down the price of cheaper sets from Rs. 200 to 
Hs. 185, they had not been able to reduce it further. The Ministry 
had, therefore, con\idercd the possibility of bringing about a consider- 
able wpansion in radio li(itcning through the introduction of a 'w in .  



diflusion scheme'. On his attention being drawn to the recomrnenda-. 
tion made py the Committee earlier for providing a 'home service' to 
radio holders through the agency of the postmen who would supply 
the licence forms for renewal and get the licences i w e d  to them from 
the nearest post office (para 196 of the 7th Report, Vol. I ) ,  the witness 
stated that the P. & T. Department was not willing to entrust these 
responsibilities to the postmen who had felt that it was not one of 
their regular duties and that they should not be given this work. 

Next, the Committee suggested that the Ministry should inform 
the defaulters in payment of the licence fee that if they did not make 
payment within a period of three months, they would be liable to pay 
an amount of'penalty in addition to the licence fee due from them. 

Page 1 3-S~atement of income and expenditure 
338. The Committee felt that with the increase in the indigenous 

production of radio sets, customs revenue would go down. The 
witness stated that it might have to be substituted by the levy of a 
countervailing excise duty on all radio sets manufactured in the 
country. 

The Committee, next, drew attention of the Ministry to the increase 
in expenditure on A.I.R. from Rs. 2.63S2.395 in 1954-55 to 
Rs. 3,03,64,169 in 1955-56 (page 12 of Appropriation Accounts, 
\'oL X )  9 

The witness stated that the expenditure on AIR reflected to a 
considerable extent the number of programmes and the increase in 
radio stations. They felt that the Ministry should check the rising 
trend in expenditure. 

Page 1 6, Radio Publications 
339. The Committee noticed that the loss on the Radio publications 

had increased from Rs. 2.61.537 in 1954-55 to Rs. 3.51.339 in 
1555-56. They referred to the recommendation made in para 193 of 
their 7th Report to mitigate loss on the Radio publications. 

The witness statcd that in case of .4~-a: and Surung, wst  of publica- 
tion had been reduced to i~nprove circulation. They had thought of 
discontinuing sotile of the journals and getting certain Weeklies and 
Fortnightlies in various languages to carry those programmes. and had 
received favourablc replies from a number of them. 

Ncxt, the Committee enquired whether the numerous letters received 
by the A.I.R. were placed before the Advisory Committees. The witness 
L-ated that the listening trends as retlwted in those letters were discus- 
std at the meetings of the Programme Advisory Committees. The 
Committee desired to be furnished with copies of the summary of the 
proceedings of the Programme Advisory Committees (one from the 
north and the other from the south). They also desired to have a note 
stating the steps taken by the A.I.R. to control the transmission of 
progrwllntcs by the private W c s  and organisations and the preventive 
measures proposed to be taken to monitor transmission of such 
programmes. 



Grrrnt No. 63, Page 1 '3-Betar Jagat 
340. The Committee noticed that the circulation of Beku Jagat had 

increased from 28,082 in March, 1955 to.32286 in March, 1956. 
But still there had been a loss of Rs. 26,505 on its working during 
1955-56. When asked about the reasons fix the loss, the witness 
stated that the cost of printing, paper etc., was increasing. In addition, 
a sum of Rs. 20,000 was charged on account of departmental charga 
in this case, while it was not being done in the case of other journals. 
He further stated that the programme of the Gaulpati Station, which 
was hitherto being kluded in Betar lagat, though its circulation in 
Assam was not much due to a small number of hskners @ere, entailed 
considerable expenditure on paper, etc. It was, therefore, proposed to 
bavt: a separate journal for Assam, which in effect would improve the 
working results of Betar Jagat, inasmuch as the cost of printing would 
.be decreased considerably. 
Page 3 1 ,  Grant No. 126--Capital Outlay on Broadcasting 

341. The Committee noticed that crut of a total prevision of about 
Rs. 4 crores, a sum of Rs. 1.72 crores remained unutilised. Sub- 
heads A2, A5 ( 1 ) ( 1 ) and A5 ( 3 ) ( 1 ) were instances of over-budgeting. 
I'hey desired that the Ministry should avoid such over-budgeting. 

MINISTRY OF FINANCE 

Indash.Sal Finaace Corporation 
Statement shaving action taken or proposed to be taken on r h c  

outstanding recommendations o f  the Committee. 
FIFTEENTH REPORT (FIRST LOK SABHA) 

Para 103-Non-use of Government's Rule-making power under 
Section 42 of  the I.F.C. Act, 1948. 

342. The Committee were informed that the Rules had already 
been placed on the Table of the Rajya Sabha and would shortly be 
placed on the TaMe of the Lok Sabha as well. The Committee sug- 
gested that all the rules framed under various enactments should be 
placed on the Tables of both the Houses of Parliament notwithstanding 
the absence of any express provision in the Act for the same. The 
witness agreed to this suggestion. 

SEVENTH REPORT (SECOND Lac SABRA) 
Para 133-Jnfotming Parliament about a guarantee given by Govern- 

ment which involved a contingent liability on rhe Consolidated 
Fund of India. 

343. The Committee drew attention to the recent suggestion on this 
point made in the Audit Report (Civil), 1958, the representative of the 
Ministry of Finance stated that the matter was still under consideration 
and as soon as a decision was reached, tbey worlld be informed of that. 
When asked about the views of the Ministry in the mattar, he stated 



that he did not see any objection to such a report being made available 
lo Parliament. But the method of reporting was still under considera- 
tion. The Committee desired the Ministry to expedite their decision 
in the matter. 
Purm 134 and 135-Payment of terminal leave salary to the Managing 

Director. 
344. The Public Accounts Committee (1957-58) had desired that 

the question as to whether the sanction of the Central Government was 
necessary to the payment of the terminal leave salary to the former 
Managing Director of the I.F.C. under the terms of his appointment in 
accordance with the provisions of the I.F.C. .Act, 1948 be referred to 
the Attorney General for his opinion and advice. 

According to the opinion (Appendix X, Volume n) of the learn- 
ed Counsel, the Committee noticed that, the amount of Rs. 21,000 
being the equivalent of 6 months' salary which was paid to the 
Managing Director in substance as cash compensation for leave not 
enjoyed by him was neither a salary nor an allowance within the 
meaning of section 9(d) of the Act and the payment of that would 
not, therefore, require the approval of the Central Government under 
that sub-section. 

The Committee pointed out that had the Officer concerned been 
in the regular service of Government of India, the latter would not 
have allowed such an ex-gratia payment to him. They, therefor% 
desired the Government to examine the possibility of suitably amend- 
ing the service rules/regulations of the various autonomous Corpora- 
tions so as to be in conformity with those applicable in Government 
service. 

The Chairman, I.F.C. stated that their revised service regulations 
were quite clear and it would not henceforth be necessary to allow 
ex-graria payments. The Committee desired the Ministry of Finance 
to give similar advice to all other Corporations that were functioning 
in the country so that there should not be any such lacuna in their 
rules. 
Para 137--Grant o f  excessive pay to Corporation's employees posted 

to the loanee companies. 
345. The Chairman, I.F.C. informed the Committee that ceilings 

had been prescribed in respect of pay granted to Corporation's an- 
ployees posted to the loanee companies which, however. were yet 
to be approved by Government. 
Para 139-Review of prmedure o f  sanctioning loons. 

346. When asked about the latest position in this regard, the 
Choirman, I.F.C. stated that information collected from the Corpora- 
tion was under considcration of the Ministry. The representative 
of the Ministry of Fmance stated tbat the matter was still under 
examination. The Committee exptcssed concern over the deiay in- 
volved in the implementation of their earlier reoomroeadationa. The 



witness stated that the information was received by the Ministry only 
recently and final action would be expedited. 
Para 141-Reference of cases to the Ministry of Commerce and 

Industry 
347. The Corporation had noted for compliance the recommen- 

dation of the Committee that the Corporation should not disregard 
the advice given by the Ministry of Commerce & Industry in the 
matter of grant of loans to new Industries since that Ministry is 
charged with the public responsibility for promoting the industrial 
development of India. When asked whether the Corporation would 
act on the suggestions of the Ministry of Commerce and Industry in 
the matter of grant of loans to new Industries, the Chairman, I.F.C. 
stated that the Corporation would do so most certainly. He, how- 
ever, added that there had been no case during the last three years 
where the Corporation had deviated from the advice of that Ministry. 
Para 142-Percentage of establishment charges of the I.F.C. . 

348. The Committee were informed by the Deputy Comptroller 
and Auditor General that the note submitted by the I.F.C. in that 
case was still being checked in D.C.A's. office. The Committee 
desired to be apprised of the final outcome of the case. When asked 
about the steps taken by the Corporation to bring down the high 
percentage of establishment charges, the Chairman. I.F.C. stated that 
during the last two years, certain sanctioned posts, both in the officers 
and clerical cadres, had not been filled up which resulted in savings 
of Rs. 1.08 and Rs. 1.47 lakhs in 1956-57 and 1957-58, respective- 
ly. To a question whether those savings were in addition to the 
earlier ones. he replied in the affirmative. Continuing. he stated that 
the Corporation had introduced the procedure of recovering from 
the applicant and loanee concerns practically the entire amount of 
expenditure incurred on the Corporation's legal sect.on. The actual 
amounts recovered were Rs. 49,000 and Rs. 1,25,000 in 1956-57 
and 1957-58, respectively. Further, the Corporation had also tem- 
porarily downgraded and rationalid the pay scales of certain posts. 
Leave vacancies of short duration were not also being filled up save 
in exceptional cases. Concluding, he stated that those and some- 
other measures had brought down the percentage of expenditure 
from 17 in 1955-56 to 6.4 in 1957-58. But some of the above 
mentioned measures could only be of temporary duration as with 
the fast increasing volume of work, many of the suspended posts might 
have to be filled up at no distant date. In this context, the repre- 
sentative of the I.F.C. informed the Committee about the most sip- 
eificant advance in the activities of the Corporation viz increase In 
the disbwsement of loans from Rs. 1.64 crores in 1954-55 to Rs. 
9.78 crores in 1956-57. 

The Committee, however, desired that the Corporation should 
be cautious in filling up the vacant posts. Tbc Committcc dasired 
to be furnished with a note stating the amounts of loans sanctioned 
and disbursed by the I.F.C. each year during the last 10 years, tbe 



percentage that the loans actually disbursed bore to the loans sanc- 
tioned during each such year, etc. 
Para 143-lnfructuous expenditure in the launching of the project 

for the building o f  the Corporation ofices. 
349. When asked who was responsible for acquiring the site. 

engaging the architect hut later on abandoning the project for the 
building of Corporation offices which had resulted in an infruc- 
tuous expenditure of Rs. 2 lakhs, the Chairman, I.F.C. stated that 
the responsiblity for the decisions was that of the Board of Direc- 
tors. When asked whether there was any note of approval or  dissent 
by Government representatives on the Board of Directors, he stated 
that the decisions were unanimous. 
Para 144-Payment o f  fees amounting to Rs. 2,000 to an Advocate 

for drafting a reply to Chapter VII o f  the I.F.C. Enquiry 
Committee Report. 

350. The Public Accounts Committee (1957-58) had suggested 
that the Corporation should obtain the legal opinion from its Legal 
Adviser with a view to reinforcing recovery of the irregular charge 
incurred by that officer. 

In his opinion (Appendix XVII, Volume 11) the Legal Adviser 
had stated that the responsibility for engaging the i a ~ y e r  and payment 
of his fees devolved solely on the Board of Directors of the Corpora- 
tion and not on the former Managing Director and the latrer, by no 
stretch of imagination. could be made personally liable to pay that 
amount to the Corporation. 

When asked whether such a payment to the lawyer by the Corpora- 
tion for drafting a reply to the report of I.F.C. Enquiry Committee 
was justified, the Chairman I.F.C. replied in the affirmative as the 
Corporation had no standing counsel of their own and want of l ~ a l  
precision in the document could be taken advantage of by the party 
against whom a case had been filed. To a question whether the re- 
ference to the lawyer was made by the Board or  by the Managing 
Director of the Corporation in the first instance, he replied that the 
records of the proceedings showed that there was a discussion on 
that subject and the Managing Director noted that he had been au- 
thoriscd by the Board to engage the Counsel although it had not record- 
ed so. But as that irregularity was pointed out afterwards, he 
promptly went back to the Board and got that confirmed. 
Para 148-4odepur Glass Works case 

351. Thc Committee wanted to know the outcome of the action 
t a k a  by the I.F.C. against the guarantor in the deal with the Sodqur 
Glass Works. which had resulted in a ioss of a b u t  Rs. 50 Iakhs. and 
which had since bccn written off. The Committee were informed that 
the case had not so far come up far a hearing in the Court. 

352. The Committee then adjourned till 15.00 houn on Friday, 
the 30th January, 1959. 



PROCEEDINGS OF THE FORTY-SECOND SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON FRDL)AY, 

THE 30TH JANUARY, 1959. 

353. The Committee sat from 15.00 hours to 17.15 hours. 
PRESENT 

Prof. N. G. Ranga---Chairman. 
MEMBERS 

2. Shri Arun Chandra Guha 
3. Shri N. R. M. Swarny 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Prabhat Kar 
6. Shri Raghubar Dayal Misra 
7. Shri H. C. Dasappa 
8. Shri Khushwaqt Rai 
9. Shri Aurobindo Ghosal 
10. Shri Jaipal Singh 
1 1. Shri T. R. Deogirikar 
12. Shri S. Venakataraman 
13. Shri M. Govinda Reddy 
14. Shri Rohit Manushankar Dave 
15. Shri M. Basavapunnaiah. 

Shri A. K. Chanda, Comptroller and Audiror-General of 
India. 

Shri A. Kalyanaraman, Deputy Comptroller and Auditor- 
General of India. 

Shri S. Venkataramanan, A ccountaqt-General, CcntraI 
Revenues. 

Shri P. K. Sen, Director of Comntercial Audit 

Shri V. Subramanian, Deputy Secretary. 
Shri M. C. Chawla, Under Secretary. 

Ministry of Finance 
(Department of Economic Affairs) 



Shri M. V. Rangaebri, SpeciaI Semetwy. 
Shri A. Baksi, Joint Secretary. 
Shri Shiv Naubh Singh, Additional Budget Ofier .  

(Department of Revenue) 
Shri E. S. Krishnamoorthy, Additioml Secretwy and Ex- 

Oficio Chairman, C.B.R. 
Shri V. V. Chari, Joint Secretary ond Ex-ORio Member, 

C.B.R. 
Sbri K. S. Sundara Rajan, Joint Secretary and Ex-Offici~ 

Member, C.B.R. 
Shri B. B. Barman, Joint Secretarp and Ex-OfFcio 

Member, C.B. R. 
Shri D. P. h a n d ,  Joint Secretary and Ex-Olglcio 

Member, C.B.R. 
(Department of Expenditure) 

Shri N. N. Wanchoo, Secretary. 
Shri M. S. Bhatnagar, Joint Secretary. 
Shri K. L. Ghei, Joint Secretary. 

Rehabilitation Finance Administrcztim 
Shri R. N. Hazari, Chief Adminislrator. 

REHABILITATION FINANCE ADMINI!3TRATION 

Para 21 of Audit Report (Civil), 1957--General Financial Review of' 
the working of the R. F. A.--Sub-para (2) of Audit Repwt. 

354. At the outset, giving the latest pasition regarding the working. 
of the Rehabilitation Finance Administration, the Comptroller and 
Auditor General informed the Committee that the working of the 
Administration resulted in a loss of Rs. 2,56,596 in the year 1956 and 
Rs. 3,76,344 in 1957. 

The total debit balances agaimt the loanees on account of m i p a l  
and interest as on 31st December, 1957 were Rs. 834.55 l a b  and 
Rs. 13 1-90 lakhs respectively, out of which the amounts of overdue 
instalments of principal and interest were Rs. 374.7 1 W s  and Its. 
106.18 lakhs respectively. A sum of Rs. 143 W s  had been adjusted 
out of the compensation claims of the refugees upto December, 1957. 
A further sum of Rs. 270 t a m  wits expected to be adjusted out of the 
compensation pool. 

The Committce wanted to know the reasons for the large amounts 
of overdue instalments both on account of principal and interest. 
Explaining the position in this regard, the representative of the 
Administration stated chat the overdues consisted of ( i )  instalments 
which had not been paid on the due data in loan accounts other than 
rocallcd bans, and (t i )  the total amount outstanding including ovcrdw 



instalments of loans recalled under Section 14 of the Rehabilitation 
Finance Administration Act. The recalled loans alone were about Rs. 
3 crores. He further stated that a total sum of Rs. 5 crores was 
expected to be realised through compensation claims of displaced 
persons from West Pakistan. In fact, he added, that, a sum of Rs. 23 
crores had already been recovered. 

In reply to a question as to whether the Administration was pursu- 
ing to recover the bad and doubtful debts for which a provision of 
about Rs. 92 lakhs had been made upto 31st December, 1957, the 
representative of the Administration stated that steps were being taken 
to recover those debts. He pointed out, however, that the estimates of 
bad and doubtful debts varied with the changing financial position of 
the business of the loanees and the guarantors from year to year. . 

The Committee.desired to be furnished with a note regarding bad 
and doubtful debts of R. F. A. stating inter alia the provision made for 
such debts since 1948 (year-wise), how much amount had been written 
off as bad debts during these years and the overall percentage of loans 
recovered in such cases. 
Amount due to Government-Sub-para 2 ( g )  of Audit Report 

355. A sum of Rs. 10.23 crores had been borrowed by the Admini- 
stration from Government upto ?]st December, 1957 out of which a 
sum of Rs. 1.76 crores had been repaid towards principal. The recovery 
of interest amounting to Rs. I .67 crores stood deferred. 

When asked as to why the Rehabilitation Finance Administration 
could not repay the principal and interest due to the Central Govcrn- 
ment out of the recoveries made, the representative of the Administra- 
tion stated that according to the present arrangements, the Administra- 
tion had to pay a sum of Rs. 6.73 crores into the "pool" of the Ministry 
of Rehabilitation. After the finalisation of the compensation claims, 
the repayment to the Ministry of Rehabilitation would be settled. 

356. Under Section 13 ( 6 )  of the R. F. A. Act, the Administration 
is authorised to take such security for any loan, as it may consider 
necessary in addition to the mortgage of assets created by the loan in 
terms of section 13 (5 )  of the Act. Accordingly, loans are advanced 
mainly against personal security and the security of guarantors. But the 
credentials of the guarantors are seldom verified independently by the 
Administration, who usually accept either the statement of the party 
about the guarantors' financial worth or the affidavit given by the 
guarantors themselves declaring their financial position. It had been 
stated that in many cases the so called guarantors turned out to be 
"nothing but mythical persons'. 

ExpLaining the reasons why the guarantors were not able to fulfil 
&heir guarantees, the representative of the Administration stated that the 
Administration's main task was to rehabilitate the displaced persons 



and so it had to accept whatever guarantee and financial back- 
ing could be got from them. As the guarantors themselves were dis- 
placed persons, in many cases, they were not able to fulfil their guaran- 
tees. He also stated that the R. F. A. was checking the financial ps i -  
rion of the guarantors and has already completed this work in respect 
of 20% of the guarantors. But as there were about 30,000 guarantors 
spread all over the country, the Administration had decided to complete 
this work during the course of the next five years. 

Untraceable loanees and guarantors--Sub-para 4 
357. According to the Audit para, out of about 12,000 loanees 

qbout a hundred, against whom a sum of Rs. 7 lakhs was outstanding 
on account of principal and interest, were stated to be untraceable. In  
a number of cases their guarantors were also untraceable. 

The representative of the Administration stated that these loanees 
and guarantors were mainly displaced persons from East Pakistan who 
had not settled down at one place. The Administration had to depend 
on the report of its field staff. The local people also did not co-operate 
with the field staff in giving correct information regarding such loanees 
and guarantors. It was, therefore, difficult to trace them. He, however, 
added that the number of both loanees and guarantors who were 
untraceable had come down to 85. 

C 

Loans advanced in spite o f  adverse reports by the local authorities/ 
State Government or Field stafiCub-para 5 

358. It has been reported in this para that in some cases loans were 
sanctioned in excess of the amounts recommended by the field staff or 
contrary to the advice or recommendations of the local authorities. In 
a few of these cases the loanees and the guarantors were reported to be 
untraceable. 

The representative of the Administration stated that in a number of 
cases referred to the State Governments or district officers for recom- 
mendafin. the State Governments either did not submit any report or 
submitted it very late. As the Administration could not keep such 
cases pending indefinitely. it had to take a decision. 

To a question why in many cases the loans were sanctioned against 
the advice tendered by the local authorities, even when such advice was 
received, the representative of the Administration replied that the 
ultimate decision was taken by the Administration itself after taking 
into consideration the reports of field st& or the-Deputy Commissioner 
and the statement and other supporting documents which were sub- 
mitted by the applicant himself. 

The Committee dc..ired to be furnished with a note giving the 
following information: 

( i )  Procedure followed for sanctioning the loans and the 
prescribed in that behalf. 

186 (Aii)  L.8.43 



(ii) Types of cases in which the Administration could sanction 
loans against the advice from the local authorities and the 
Field Staff and whether any monetary limit was laid down 
in respect thereof. 

(iii) Total number of cases in which the loans were sanctioned 
by the Administration against the advice from the local 
authorities and/or the field staff and how many out of 
such cases proved to be doubtful. 

Omission to incorporate important terms and conditions in the letters 
of sanction of  loans--Sub-para 6 .  

359. In a number of cases the terms and conditions under which 
loans were sanctioned by the Administration had not been incorporated 
in the letters of sanction and, therefore, certain essential securities such 
as mortgage of property, parties' own investment etc. had not been 
demanded before disbursement of the loan amounts. In a few such 
cases pointed out by Audit it had been stated that as the person 
responsible for the omissions had since died, no action could be taken 
in the matter. 

The Committee wanted to know why no action could be taken by 
the Administration against the person responsible in the matter even 
though such cases occurred between 1949-54 and the same person was 
responsible in all these cases. The representative of the Administration 
stated that these cases were brought to notice for the first time only 
when Audit pointed them out. An internal Audit had been arranged 
to check up all the loan deeds to find out cases in which the prescribed 
conditions had not been fulfilled, but no further case has come to light 
so fa.. 

Irregular and inefjective arrangements with the loances--Sub-para 7 
360. According to this Audit para when three to five instalments 

of principal and interest had not been paid by the Ioanees, the Chief 
Administrator, without reference to the R. F. A,, entered into arrange- 
ments with them requiring small monthly payments of the order of 
Rs. 20 to Rs. 125 per month. It had been stated that the arrange 
ments were such as would extend the period of repayment considerably 
beyond the statutory limit of 15 years. Even the small monthly instal- 
ments required under such arrangements had not been received in most 
of the cases. 

The Committee were informed that such arrangements with the 
loan- were resorted to only as a temporary measure for a specific 
period in each case not exceeding one )/ear and that the period of repay- 
ment of loan would not extend beyond the statutory limit of 15 years. 
When asked whether the Chief Administrator had any authority to 
enter into such arrangements, the Committee were informed that under 
the rules, such powers had now been delegated to the Chief Admini- 
strator. 



Irregularities in the Administration of loam and recovery proceedings- 
Sub-para 8 .  

361. The Committee then considered a few specific cases mention- 
ed in Appendix X to the Audit Report. 
Loan Account No. 21/7463 

362. In this case a loan of Rs. 25,000 was sanctioned in 1948 for 
starting a printing press. There was default in the payment of instal- 
ments. The loanee was reported to have spent a large part of the loan 
on his election to the State Legislature. After the loanee became a 
Minister, he requested that the loan be transferred in the name of his 
son, who neither mortgaged the property, nor paid regularly the instal- 
ments due. A reference to the Collector for recovery of the entire loan 
was made on 15th May, 1956. 

Giving the latest position regarding the recovery of the loan. the 
representative of the Administration stated that a sum of Rs. 18,700 
had been realised so far and the balance to be recovered was 
Rs. 16,200. As against this balance, the Administration had machinery 
valued at Rs. 20.000 mortgaged to it. Monthly instalments at the rate 
of Rs. 200 were being repaid by the loante. The representative of the 
Administration could not however, give any satisfactory reply as to 
why the entire loan was not recalled when the loan was not utilised for 
the purpose for which it was intended as required under Section 14 of 
the R. F. A. Act and why the loan was transferred in the name of the 
son of the ex-loanee. 

When asked why the Governn~ent's representatives on the Rehabili- 
tation Finance Administration did not bring such matters to the notice 
of the Government, the representative of the Ministry stated that the 
officers appointed to the Administration by the Government have no  
power to veto and matters were decided by a majority of votes. The 
Committee, however, felt that in such cases where they had doubts 
about propriety of any transaction, the Government representatives 
should report such matters to government. 

In reply to a question why no reference was made to the Collector 
for recovery of the loan till 1 5 th May. 1 956 when tbe Chid Admini- 
strator ordered recall of the loan on 24-2-1956. the representative of 
the Administration stated that some information had to be conacted 
before notices to the loanees and guarantors could be issued. 

Loan Account No. 256 (Pages 321-322) 
363. In this case. the Administration advanced a loan of Rs. 15.000 

on the 8th April, 1949 for the manufacture of agricultural implements. 
The loanee did not k u p  regular accounts and did not produce them for 
inspection by the officers of the Administration. He aiso defaulted the 
repayments of instalments. The reference to the Collector for the racan 
d loan was stayed again and a@n and efforts made by the Administia- 
tion to compromise with the loam proved inefleclivc. 



The representative of the Administration stated that the main con- 
sideration, which infiuenced the . Administration, was that the loan 
should be recovered in the best possible manner. He further stated 
that the whole amount due in this case would be recovered. 
b a n  Account No. 999 

364. On the basis of the report of the investigating Assistant 
Inspector dated 28-1-1949 to the effect that the applicant's life policies 
for Rs. 15,000 were alive and his title to shops and stocks was good 
and free, the Administration sanctioned a loan of Rs. 15,000 in 
February 1949. It, however, came to notice that all the life policies 
had lapsed and the goods in the shop to b hypothecated to the Admini- 
stration had been previously hypothecated to a Bank since 1938 and 
1947 and were taken over by the Court Receiver, appointed at the 
instance of the Bank which had obtained a consent decree. A refer- 
ence for the recall of the loan was made to the Collector on 20-3-1951. 
There was no indication on the file of any further action after 10- 1 1-5 1. 

Giving out the latest position regarding the recovery of tf;; loan, 
the representative of the Administration stated that an amount of 
Rs. 11,600 had already been recovered and the outstanding amount, 
including interest, was Rs. 9,600 only. When asked why no action 
was taken in this case after 10- 1 1-195 1, it was stated that the case was 
pending with the Collector. The Committee were, however. informed 
by the C. &. A. G. that the case had been pending with Collector since 
March. 1953. 

Loan Account No. 86 (Page 323-324) 
365. In this case a loan of Rs. 50.000 was sanctioned on 4-1-49 to 

a Private Limited Company for setting up an Oil and Rice Mill. One of 
the conditions mentioned in the letter of sanction was that the loanees 
would give an irrevocable authority to the Administration to collect its 
dues from the commission due to the two guarantors from the Controller 
of Food Accounts, East Punjab, as well as their security deposits 
amounting to Rs. 1.90.000 and Rs. 50.000 respectively for acting as 
clearing agent. for food grains in the United Punjab. But no such 
authority had been obtained by the Administration. There was default 
in the payment of instalments due. A sum of Rs. 37,505 as principal 
and Rs. 7,378 as interest was outstanding on 30-6-1958. 

Explaining the latest position in this case, the representative of the 
Administration stated that the Administration had since obtained a 
letter of authority from the guarantors to collect the commission and 
security deposit due to them from the Controller of Food Accounts, 
East Punjab. The Comptroller and Auditor General, however, inter- 
vened to say that the J3ombay Government had got a very large claim 
against the guarantors and as Government claims had priority over 
& h a  claims, there was very little possibility of the Administration 
getting any amount from the guarantors. The Committee were, how- 
ever, informed by the representative of the Administration that they had 
also gat a compensation claim of about Rs. 12,000 and a life policy of 



about Rs. 10,000. The loanee had also agreed to settle the loan by 
submission of a third party claim. - 
Undercharge o f  rent from officers of R.F.A. Sub-Para ( 9 )  

366. The Rehabilitation Finance Administration charged from its 
officers the rent for hostel accommodation allotted by the Emte 
Officer at the rate of 10% of their emoluments. The Administration 
having adopted the Government rules for recovery of rent from its 
officers was entitled to charge standard rent for such accommodation 
from its employees. The irregularity resulted in an under charge of 
Rs. 4,325 upto 3 1 st December, 1954 the date on which the irregularity 
ceased. - 

The representative of the Ministry explained that there was a mis- 
take in this case in that the orders issued by the Central Government in 
this behalf were not quite clear. However, it had now been set right. 
The Committee were also informed that it was not possible to recover 
the amount undercharged from the officers concerned as the concession 
was given according to the orders of the Government. 
Gerleral comments on procedure, Sub-para 10. 

367. It had been suggested by Audit fiat in order to simplify the 
procedure for dealing with the loan applications and their rejection. etc. 
the following formalities could be satisfied prior to the sanctioning of 
the loan:- 

( i )  The basic conditions which an applicant for a loan has to 
fulfil could be printed below the loan application itself to 
reduce the nunher of applications and the time lag 
between the sanction and disbursement of the loan. 

(ii) The applicant could be asked to give the name of the 
guarantor along with the application for loan. 

The representative of the Administration stated that the applications 
for loans were now open only to a limited category of displaced 
persons. As the new applications were only a few it was not considered 
necessary to revise the application forms at this stage. As regards the 
suggestion to give the name of guarantors along with the application, 
the representative of the Administration, stated that the Administration 
could not implement the suggestion made by Audit. He stated that 
thcre were several practical difficulties in following the practice of a 
bank regarding the production of guarantees, etc. beforehand in the 
case of loans to displaced persons. 

The Committee were, however. informed that as suggested by 
Audit, the procedure for dealing with the loan applications bad been 
simplified and suitable powers had been delegated to various officers. 
Adminisrrarive and Accounring Manuals Sub-para 1 1 .  

368. It had been statcd in the Audit para that the Administration 
had not compiled its Administrative and Accounting Manuals 
ing the duties and responsibilities d each &cer, allocation =% 



between the Head Office, Branch Offices and Zonal o5cq the accoun- 
ting procedure and forms and delegation of authorities of Ofbcrs to 
maintain, check and sign different books, accounts vouchers and docu- 
ments, etc. 

The Committee were informed that the manual had been compiled 
and was being vetted by Audit. 

MINISTRY OF FINANCE 

369. The Committee then took up the consideration of the 
Accounts relating to the Ministry of Finance. 

Payment of  fraudulent claim of  income-tax refund Para 18-Page 15 
of  Arc:lit Report. 

370. Two income-tax refund bills of Rs. 4,227 and Rs. 4,685 were 
alleged to have been fraudulently encashed at the Imperial (now State) 
Bank of India, Patna, by an unknown person on the 25th August, 195 1 
by getting the form of income-tax refund bills printed and by forging 
the signature of the authority competent to sanction the refund. The 
mztter was reported by the Income-tax Department to the police on the 
27th September. 1951. The poke  authorities closed their investiga- 
tion on the 24th November, 1954 as they could find no clue to the 
case. The Government also decided in December, 1954 not to pursue 
the matter further with the Bank. The loss was written off by the 
Government in April. 1957. 

When asked why no action was taken agalnst the Bank, the repre- 
sentative of the Ministry stated that Government felt that the Bank had 
committed a bonafide mistake. He further stated that precautionary 
measures had been taken and the refund vouchers as well as the advice 
memos were now printed at the India Security Press and were also 
machine numbered. The Committee were also informed by the Com- 
ptroller and Auditor General of India that the two employees of the 
Bank, who were suspected in the matter, were arrested by the police 
who after investigation into the cases. came to the conclusion that 
prosecution would not succeed. 
Erroneous drawal of  Commission by uuthorised agents for the sale o f  

N a t i o ~ l  Savin y/ National PlPn certificates-Para 19 pages 15- 16 
of Audit Report 

371. A test audit of commission payments made to authorised 
agents for the sale of National Sanngs/Nat~onrrl Plan Certificates 
through seven post offices in the Delhi area, conducted during January- 
March, 1957, disclosed that commission though inadmissible amounting 
to about Rs. 10,411 had been deliberately claimed by and paid to two 
such agents during the period of 18 months (April 1955 to September, 
!956) covered by the test audit. Thc inegularitiw were reported to 
Government in April and May, 1957. Out of the total amount of Rs. 
10,4 1 1 a sum of Rs. 2,734.37 was mted to have baen recovered from 
one of the agents. It was aloo stated that G o v e r z n t  wcre taking legal 



action against the persons responsible for the irregular drawals. Dcpan- 
mental enquiry was also being conducted and steps were being taken to 
tighten up the procedure for the future. 

When asked as to what was the result of the legal action taken 
against the persons concerned, the representative of the Ministry stated 
that the cases were still pending in the courts. 

In reply to a further question as to how such unauthorised payments 
could be made and whether any lacuna in the present system facilitated 
such an irregularity, the representative of the Ministry stated that 
according to the present system while the applications for investment 
were recorded with the post offices, the commission bills were paid at 
the treasuries on counter-foils which indicated the number and date of 
the certificates sold through the agent. As the treasury officers were not 
in a position to check these counterfoils from the application forms 
which were in the post offices, it had been possible for the authorised 
nzznts to draw commission even on the direct sale of the certificates by 
post oflices by collusion with the postal staff. The Committee were 
further informed that it had since been decided that the work of pay- 
ment of commission to the authorised agents would be taken over by 
the D. G. P. & T. and the procedure in this regard was being finalised 
by the D. G., P. & T. in consultation with Audit and the Ministry of 
Finance. It was also stated that post offices would have separate 
Journals for sales through authorised agents and copies of these 
journals would be sent to the audit officer. Once the copies were sent 
to the audit officer, it would not be possible for the authorised agents LO 
draw commission on direct sales. He added that the new procedure 
~ o u l d  be introduced as early as possible. 

,4s regards the recovery of the balance of more than Rs. 7,600 horn 
the agents, the Committee were informed by the representative of the 
Ministry that Government would be able to recover the amount from 
t5e two sureties (of Rs. 5,000 each) after the case was decided by tbe 
Court. The Committee were further informed that a departmental 
enqary was being conducted against the postal staff also. 

372. The Committee then adjourned till 10.00 hours on Qturday. 
the 31st January, 1959. 
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MINISTRY OF FINANCE 
Audit Report (Civil), 1957-para 20 

Loss in the working of  the Bank--Sub-para ( 2 )  pages 16-17 
374. This sub-para disclosed that the Tripura State Bank had been 

running at a loss m c e  1950 (the year in which it came under the 
control of the Central Government). The loss sustained by the Bank 
upto the end of December, 1956 amounted to Rs. 6,94,940. In 
October, 1952, the Board of D~rectors appointed a sub-Committee to 
review the financial position of the Bank and to suggest improvements. 
The sub-Committee, inter alia, recommended in February, 
1953(i) the closure of five unremunerative branches, (ii) the 
curtailment of running expenses of the Agartala office to Rs. 1,300 
a month. and ( i i i )  the nuintcnance of a reserve in the shape of G.P. 
Notes of at lewt 50% of the money realised from investments. These 
rccommendrrtions though generally accepted by the Board of Directors 
in February. 1953 could not be implemented forthwith, on account 
of the orders of the I.-abour Appellate Tribunal against the retrench- 
ment of staR The five unremunerative branches were closed down in 
Feb. uary, 1955. 

In his evidence, the Secretary, Departments of Economic Affairs 
and Revenue stated that since the taking over of this Dank by the 
Government in 1950 their efforts had all along been to get this Bank 
amalgamated with some other Bank or to close it down. As to the 
latest position, he stated that early in January, 1959, they had obtained 
a liquidation order, with the State Bank of India as the liquidator. 

When asked as to why it took the Government seven years to take 
the final decision when losses incurrcd by the Bank weru inc- 



righl from the year 1950. the witness mentioned two considerations 
that w e i g m  with the Government in this regard. Firstly, there was 
no other Bank offering banking facilities in Tripura, and sacondy, 
they hoped to make recoveries of the outstanding debts from Pakistan 
regarding which negotiations were going on. 

Intervening, the Comptroller and Auditor General furnished to the 
Committee the following figures about the Income and Receipt of the 
Ban& during the years 1952 to 1954- 

Yeor locosac Expcllditurr 
Rs. Rs. 

199 704 54 1 , 7 1 4 3  
1953 37,533 ova 1,05,466 
I954 19sb69 2,13,711 
1955 18,104 IP6,035 

The figure of expenditure for 1954, it was pointed out, was stagger- 
ing. When asked to expiain the reasons for the loss, the witness stated 
that it was mainly due to the remission of loans amounting to 
Rs. 1,29,000 written ofi as being incapable of realisation. 

In extenuation. he urged that although efforu %ere being ~rlade 
to get the banb mlalgarnated with sorue other bank to the extent 
possible, but no Bank agreed to do so. Ultimately a decision was 
tahen to go to the Court for liquidation. He. howoer, adnl~ttcd that 
the Bank should ha \c  bccn I~qu~darcd carher than it w a ~  decidcd upon 
to do. 

Earlier, regarding the running expenses of the Agartala Office he 
stated that these amounted to Rs. 1,700 per nwnsem, instead of 
Rs. 1,300 per mensem, as recommended by the sub-Committee. 
According to him, these could not be curtailed as the Bank was not 
in a position to pay compensation to some members of the staff  which 
would have been payable to them under the Bank Award in case of 
their retrenchment. 

Deluy in liquidating liability4ub-para ( 2), page 17 
375. In this case, a sum of Rs. 25,000 was borrowed by the Bank in 

February, 1951 at 10% per annum from a private party by moridag- 
iag a plot of land with 8 structures thereon. The mortgagee was to 
receive the rent realised from these structures in lieu of interest. Up 
to the end of August, 1957, the Bank realised Rs. 16,539 as rent out 
of which a sum of Rs. 1,000 only was paid to the nlortgagee, 

The Committee desired to know why a sum of Rq. 1,000 had been 
paid to the mortgagee when in terms of the Bank's a reement with 
him, he should have been paid the whole amount o f Rs. 16,539 
realised by the Bank as the rent of the structures. The witness stated 
that thc expenditure of the Bank being far in excess of its receipts, tbe 
mount  of rent realisod was defrayed towards meeting the pay of tbe 
staff, etc. 

As regards the disposal of the land it is understood that there was 
no mmne to the advcrtisemmt made in May 1957. Thc mortgap 



withdrew her _offer of Rs. 39,450 made in March 1958 and obtained 
possession of land through Court on 25-5- 1958. 

The representative of the Ministry, however, stated that they 
hoped to realise about Rs. 52,000 from the sale of the plot and there 
would be no loss to the Bank. 

Earlier, when the Committee enquired as to why the loan had 
been taken from a private individual at such a high rate of interest 
of 10%. no convincing reply was forthcoming. 

Unsatisfactory Progress in Realisat ion of Dues--Sub-para ( 4), Page 17 
376. According to the Audit Report. the amount of outstanding 

dues on 31st December, 1956. was about Rs. 16-60 lakhs. Tht 
details of the dues outstanding since 195 1 are as follows:- 

(In 1-khs of Rs.) 
Suits pending in the Court LI 17 
Dtcrecd 4 75 
Bad md Doubtful Debts 1'74 
Cum not refared to Court O 94 

The amount of Rs. 1 a 7 4  lakhs shown above against bad or doubtful 
debts related to debts that had become time-barred as the suits were 
not filed ,in time due to lack of funds with the Bank. Out of the 
amount of Rs. 4.75 l a b  decreed in favour of the Bank, only about 
5 %  had bten realised. 

The Committee took a serious view of the debts amounting to 
Rs. 1.74 lakhs having become time-barred as also of non-realisation 
of most of the decretal amount. The explanations given by the 
Secretary, Departments of Economic Affairs and Revenue that the 
Bank did not have, nor could i t  obtain from outside, the requisite 
funds for the filing of suits or the execution of decrees did not satisfy 
theq. The Committee enquired H hy, in such a case, Government 
did not render necessary financial assistance to the Bank for enabling 
it at least to get the decrecs kept alive. To this, the witness could 
not give any satisfactory reply. He, however, admitted that it had 
been an unfortunate thing entirely. 

ln reply to some other questions arising from this case the witness 
promised to furnish written information to the Committee. 

Ovcrdrawalr and cash credits-sub-pam ( 5 ) ,  page 17 
377. According to this sub-para, unsecured ovcrdrawals and cash 

credits anlounting to Rs. 57.570 and Rs. 3 1,736, respectively, had bbea 
allowed by the Bank Managers prior to the integration of the State 
in 1950, even though they had no power to do so. ?he claims for 
the amounts were stated to have become timebarred during tbc period 
from 1949 to 1952, as suits were not 6Jcd in time for want of funds. 
No action was taken against the Bank Managers for their unautborib- 
od acttaar. 



The Conunittee desired to know why no action was taken against 
the Bank Managers for their unauthorised actions. The witness stated 
that one of them had died, another had migrated to Pakistan in 1951 
and* in regard to the third, the prosecution wuld not be launched ns 
they had not been able to make out a specific case against him. 

On being pointed out by the Committee that the Bank Manager, 
who left for Pakistan, was in India for about one year after the Bank 
came under the control of the Government and so action could have 
been taken against him during that period, the witness stated that at 
that time all these details were not known to them. 

The Committee then desired to be furnished with further informa- 
tion on the following points.- 

(i) when did the death of one of the Bank Managers, 
responsible for unauthorised actions, take place? 

(ii) (a) What was the number of claims that became time- 
barred during each of the years 1949 to 19521 How 
much amount was involved? 

(b) How much amount was wri t ten4 during each of 
the years 1949 to 1952? 

Loans to State Employees-sub-pwa ( 8 ) pages 1 7- 1 8 
378. Prior to the integration of the State in 1950, loans to the 

extent of Rs. 32,189 were advanced to State employees including 
miiitary personnel, belonging to the Assam Rifles. Out of this amount 
Rs. 11,373 had been realised and a sum of Rs. 14,867 had become 
time-barred. 

In reply to a question, the witness stated that the results of the 
Bank" pursuits for the recovery of these dues had not been encourag- 
ing. A further sum of Rs. 680 was recovered during the previous 
year. 

When further asked whether any amount which was time-barred 
had been realised amicably, the witness stated that he did not think 
SO. 

Loss due to remission of inreresf-sub para ( 9) page I 8 

279. The total amount of interest on the overdrawal of Rs. 1,35,855 
allowed to the Agartala State Guaranteed Electricity Supply Co., from 
1948 to December, 1953 came to Rs. 9 1 ,I 38 upto 3 1st March, 1954. 
in Ikcember, 1953, the Company approached the Bank for remission 
of the whole of interest. A joint ad hoc sub-Comrnittce was 
a-ardingly appointed. At the meeting of the sub-Committee held on 
4th January, 1954, the representatives of the Company were not 
agreeable to pay more than Rs. 8.500 on account of interest. Later, 
by resolutions assed by the Board of Directors and the shareholders, 
the liabilities of the Company were fully discharged on receipt of the 
amount of the principal plus Rs. 8,500 as interest. The remission 
made on account of interest came to Rs. 82.638. 



Explaining the reasons for the remission of interest charges, the 
witness stated that the Tripura Administration decided that if the 
Electricity Co. had to pay this interest, the financial position of the 
Electricity Supply Company would have been seriously weakened 
without making the corresponding position of the Tripura State Bank 
significantIy better. He further stated that as the Company and the 
Bank were both State Undertakings, from the Governmental point of 
view, it did not make much difference. 

Audit of Income-tax Receipts-para 52,  pp .  63-64 
380. kcord ing  to this para, audit of receipts forms an important 

aspect of Parliamentary Control in the Commonwealth countrieq and 
there are comprehensive statutory provisions on the subject there. In 
India, the present position is that the audit of receipts can be undertaken 
by the Comptroller and Auditor General only at the request of Gov- 
ernment and two major sources of Central Revenues, \*it., Income-Tax 
and Central Excise have not until now been brought within the purview 
of audit. In May, 1956 audit made proposals to Government for the 
introduction of a test audit of income-tax receipts. 

The Committee were informed by the Secretary, Departments of 
Revtnue and Econonlic Affairs that the above proposals had already 
been accepted by the Government in principle, and the only thing to 
be decided upon now was whether a Presidential or a Governmental 
order should issue to implement it. 

Diflering Rates of  Interest on Loans issued by  Govmment-para 55, 
p p .  64-65 

381. A review undertaken by Audit disclosed that interest at 
d i k i n g  rates had been charged on loans granted by Government to 
various authorities and institutions. These ranged from interest free 
to 5% per annum. 

The Committee were informed hy the representative of the Ministry 
of Finance that pursuant to the recommendations of the Public Accounts 
Committee. the Government of India had taken a decision that the 
interest to be charged on all loans in future should he at normal rates, 
to be deternlined in the light of nlarket conditions, the period of loans, 
etc. and that if a concession was to be given. it should take the form of 
;I direct subsidy. 

The Committee then took up the question of loans granted to various 
Stecl Companies both in the private and Public sectors at different 
rates. The Committee enquired whether the grant of interest-free Iwns 
to the TTSCO and IlSCO as compared to 44% rate of interest charge- 
able from the Hindustan Steel (P.) Ltd. would not adversely affect 
the wmpetitive position of the Steel Company in the public sector. 
'me representative of the Ministry stated that there had heen a change 
in Government policy since the time the loans were granted to the cam- 
panm in the private sector. He, however, promi.4 to furnish a note 
on the subject. 



Referring to the case of D.V.C. the Committee were informed by 
the Special Secretary, Department of Economic Affairs that according 
to the normal practice followed by the Ministry, the interest in respect 
of projects under construction was added on to the capital during such 
period. The komptroller and Auditor General referred to the practice 
followed by the World Bank in this regard according to which a period 
of moratorium was allowed till the production unit went into operation. 
During this period, interest liabilities were not attracted. He enquired 
from the representative of the Ministry about the feasibility of the adop- 
tion of a similar procedure by the Central Government. The represen- 
tative of the Ministry was of the view that the adoption of this practice 
muld involve a complete change in the existing arrangements. 

Contributions to International Or~anisations--Para 54, page 65 
382. The Committee desired to know whether India's contributions 

to these organisations could be reduced on the ground that India was 
an underdeveloped country and further whether such contributions 
could be made in the Indian currency. They were told, in this con- 
nection, by the representative of the Ministry of Finance that the contri- 
butions of all the countries (including India) were based on certain 
formulae accepted by the member-countries, and they were tq be made 
ia the currency of the country in which the Headquarters of the U.N. 
were located. 

The Committee then discussed in passing the question of India's 
representation on the Secretariats of these Organisations and wanted to 
know the present position. The representative of the Ministry stated 
that India was not adequately represented on those Secretariats. He. 
however, added, that the Government of India constantly endeavoured 
for increased represen tation of Indians. 

Clearance of Outstanding A udit Objections-Para 55,  page 66 

383. The total number of objections relating to the period upto 
31st March, 1956 outstanding in the books of Audit Offices was 
95,997, their money value being Rs. 57,76,90,086. According to 
Audit some of these dated back to 1945-46 and their clearance appcar- 
ed to have been delayed without adequate reasons or justification. 
Audit felt that further delay in their settlement was likely to lead to the 
continuance of irregularities. 

The Committee desired to be apprised of the steps taken by the 
Government to clear these objections. The representative of the Minis- 
try of Finance (Department of Expenditure) informed the Committee 
that they had issued instructions to the effect that the Ministries should 
periodically review all the audit objections (including outstanding ones) 
which pertained to them. On being pointed out by the Comptroller 
and Auditor Gmeral that in spite of these instructions, the position had 
not appreciably improved, the witness stated that all they could do was 
to press the Ministries to take up the matter at the highest level. 



Budgeting a d  Control over Expenditure-Cases of Over-budgeting, 
Appropriation Accounts (Civil), 1955-56 Vol. I-pages 2, 6, 9, 
105, 241, 260 etc. 

384. During the year under review, out of a total of 132 Voted 
Grants, there were savings in 124 Grants, amounting to about Rs. 209 
crores. Similarly, out of a total of 31 Charged Appropriations there 
were savings in 21 Appropriations amounting to about Rs. 316 crores. 
Further, as in previous years, there were large savings in a number of 
Grants relating to the Ministry of Finance. The representative of the 
Ministry explained the reasons for the savings. 

The Committee desired to know what measures had been or were 
proposed to be taken by the Ministry to improve the position. The 
representative of the Ministry referred to certain instructions issued by 
the Ministry during August last which would go a long way in improv- 
ing the position. 

Earlier, as an instance of loose budgeting the Committee referred 
to Grant No. 120 (page 260), in case of which the Ministry had come 
up to Parliament for a Supplementary Grant of Rs. 11 crores in Decem- 
ber, 1955 although there was found to be a saving of over Rs. 25 crores 
in this Grant at the close of the financial year. In this case also, the 
representative of the Ministry admitted that the position was indefensi- 
ble. 

Failure to cover an excess under a sub-head by Re-appropriation-Grant 
No. 37-sub-head (C. 2-page 214) 

385. In this case, there was an excess of Rs. 27.74 lakhs under 
sub-head C. 2 while there was a saving of Rs. 1 - 1 3  crores under the 
Grant as a whole. 

When asked why the excess under the said sub-head was not covered 
by re-appropriation, the representative of the Ministry admitted that it 
was a mistake. 
Non-sicrrender of saving in r ime-Grant No. 3 3--Cwrency--sub-head 

A-1 (4)-Page 162 
386. Under this sub-Head, there was a saving of 1 I,70,786 due to 

less receipt of currency paper. The saving was, however, not sur- 
mdered  in time. 

When asked as to why the saving was not surrendered in time to 
avoid lapse of funds, the representative of the Minishy stated that in the 
case of purchase of stores for security printing, accasionally there was 
an unforeseeable time-lag between the purchase of stores and making 
of payments as the payments were made by the Indian High Com- 
missioner in London. 
Losses, Rcmissionr of Revenue, etc.--Grant No. 26-4urrom-Page 

106, Note 6 
387. Remissions of customs revenue and abandonment of claims to 

revenue sanctioned during the year 195-56 in exercise of discntionuy 



powers (vested otherwise than by law or rule having &he force of law) 
varied considerably from State to State. 

Explaining the reasons for these variations, the Secretary, Depart- 
ments of Economic Affairs and Revenue stated that the amount of 
revenue remissions generally corresponded with the amount of revenue 
collections in a State. 

Receipts and Expenditure of  the Cus tom Department during 1955-56 
Grmt No. 26-Page 106, Note 7 

388. According to this Note, while there was an increase in the 
Expenditure of the Customs Department from Rs. 2,86.34 lakhs in 
1954-55 to Rs. 3,O2.5 1 lakhs in 1955-56, there was a decrease in the 
receipts of the Department from Rs. 1,84,86 lakhs in 1954-55 to 
Rs. 1.67,16 lakhs in 1955-56. 

The explanation of the representative of the Ministry was that 
whereas receipts depended upon tariff rates, the expenditure depended 
upon the quantum of work done in the Department. Alluding to the 
present case, he stated, that while the fall in customs receipts was due to 
a decrease in the imports of sugar and petroleum, etc., there had been 
zn increase in the quantum of work handled in the Department. 

Opium Factory, Ghnzipur-Store Accortnt-Granr No. 29-page 134 

389. The Committee desired to know as to why it was not possible 
to arrange for the verification of the important stores of the Factory 
by an agency independent of the authority responsible for the adminis- 
tlation of stores. The Secretary, Departments of Economic Affairs and 
Revenue stated that as the Government had a monopoly in 
opium trade, they wuld not get an independent authority for the 
verification of stores. 

Financial Review and Proforrna Accounts o f  the India Securitv Press, 
Nasik-4urtdry ~ e b t o r s  (page 144--Note 4 and pages ' 145 to 
155) 

390. The sundry debtors of the Press as on 31st March, 1956 
amounted Rs. 15,24,360. mi s  included an amount of Rs. 95,852 
representing payments made to Pakistan Optees of the Press during 
1947-48 for pay and allowance pending their actual posting in 
Pakistan. 

In reply to a question, the representative of the Ministry stated that 
there was little hope of recovery from Pakistan in this case. 

In reply to another question, he stated that of the sundry debts 
mentioned in the Note, about Rs. 10 lakhs were due from Government 
Departments and Rs. 4.) lakhs were due from the foreign Government 
Departments. 



The Committee then desired to be furnished with the following 
information :- 

( i )  A statement showing country-wise and year-wise break-up 
of the dues outstanding against foreign countries. 

( i i)  What is the present position regarding the recovery of 
these outstandings'? 

(iii) Does the India Security Press take deposits from foreign 
Governments? 

Jtdia Go\*ernment Mint-Hydertrbud-FinunciLll Re15iebr. on the Stores 
 account.^, page 185-Airtlit comments, para 4 

391. The Committee referred to para 4 of Audit comments on the 
Financial Review and enquired whether the maximum and minimum 
limits of stores had \ince been fixed. The representative of the Ministry 
replied in the aft~~mativc.  
Irttlin Ciover~tl,rc,~;r Mint, .4 lipore-Re~.iew of Stores and Cupital O~ctluy 

Po.sitiot~-A ~tdit Cotnnwnts, pagcs 194-95 
392. According to Audit colnrnent4. the closing balance5 of Concu- 

nwblc and Capital Outlay Store\ of the Mint a\ on 3 1st March. 1956 
included Store4 valuing R\ .  2.35 luhh9 and R4. 3.50 lakhs respectively 
\\ hich had not been used for the laat man) year\. 

I n  extenuation. the representatiie of the hliniktry \tated that these 
~toreh. which consisted mostly of electrodes and other metallic items 
if otfercd for \ale in the market would fetch a low price: on the other 
11and. the} would cost much niore when required later. 

Referring to sub-ydra 3 o n  page 195. the Committee desired to 
b n o ~  as to ~ h y  timber, electrical goods. G.1. Pipes etc. worth 
R4. 72.000 were purcha\ed durlng the year when there were sufficient 
st(~'I\\ of thew drticles already with the Mint and the value of the 
quantity utiliwd hy them came to Rs. 8,000 only. The representative 
of the Minktry exp1,uncci the purcha\e of G.I. pipe4 and firebricks with 
the cxpectatlon of the Mint getting larger quantities of nates from the 
CaIcuttrt Corporation M hich. however. did not materialise. 

The Colnniittee desired t o  be furnished with a conimcxiity-wise 
'brcah-up of Rs. 72.000 hpent on the purchase of these articles. 

The Committee then took up the next sub-para according to which 
"Several items of stores wore b r n e  in stores ledgers at no value". They 
desired to know the reawns therefor. The representative of the Minis- 
nry stated that i t  was a niisttlhe which had. however. since been rectified. 

Repupment of Debt-Proformu A ccorr nt of the Dollur Lcmn drawn 
from the Internutional B a d  for Reconsrritction aruf Development 
for Railway Projects--4 udit Certificate. page 27 3 

393. According to this Audit Certificate, the books. accounts and 
records maintained to identify the goods purchased with the proctcds 
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of the loan were not properly maintained. The explanation of t h e  
Ministry of Railways, as incorporated in the Audit Certificate was that 
in the case of the purchase of spares, the India Supply Mission had 
not furnished them with all the invoices. 

The Committee were informed by the representative of the Ministry 
of Railways that almost all the invoices had since been furnished by 
the India Supply Mission, Washington. 

Before the Committee adjourned, they desired to be furnished with 
further information on certain points arising out of the Appropriatioa 
Accounts, 1955-56 pertaining to the Ministry of Finance. 

394. The Committee then adjourned sine die. 



PROCEEDINGS O F  THE FORTY-FOURTH SITTING OF THE 
PUBLIC ACCOUNTS C O M M I W E  HELD ON TIWRSDAY 
THE 19TH FEBRUARY, 1959 

395. The Committee sat from 15.30 to 16.00 hours. 
PRESENT 

Prof. N. G. Ranga--Chairman, 

2. Shri A n n  Chandra Guha 
3. Shri N. R. M. Swamy 
4. Shri Upendranath Barman 
5. Shri Jaipal Singh 
6. Rajkumari Amrit Kaur 
7. Shri Amolakh Chand 
8. Shri S. Venkataraman 
9. Shri M. Govinda Reddy 

10. Shri Rohit Manushankar Dave. 
Shri A. Kalyanaraman, Deputy Comptroller and Auditor 

General o f  India. 
Shri S. Venkataramanan. Accountant General, Cpnrral Reve- 

nues. 

Shri V. Subrmanian. Deputy Secretary. 
Shri M .  C .  Chawlrt. Under Secretary. 

Lacarion of lndicstrial Training Institute, Tollygunj Calcutta, rrferrcd 
to in para 36 of  Audit Report (Civi l ) ,  1957 

396. At their sitting held on the 24th January 1959, tbe Public 
Accounts Com~nittee discussed with the representatives of tbe Ministry 
of Labour and Eniployment the heavy rental incurred by the Govern- 
ment in respect of land requisitioned for the Industrial Training Insti- 
tute at Calcutta. The Committee were inforn~od that the land was 
then being acquired by Government at an estimated cost of Rs. 17 
hkhs. A question was, therefore, raised whether it would be an 
aconomic proposition to acquire the land at such a high cost as tbe 
interest charges on the amount (Rs. 17 lakhs) would work out to mom 
than Rs. 50.000 per unnum and it would be cheaper to retain the land 
om the present rental basis of Rs. 33.000 per yew. It was also 



suggested that Government should also be on the look out for an alter- 
native site at a lower cost. The representatives of the Ministry agreed 
to reconsider the whole matter in consultation with the West Bengal 
Governrneqt. 

Shri A. C. Guha, a Membcr of the Committee who was deputed 
by the Committee to look into this matter during his visit to Calcutta 
had circulated a note to the Committee stating the results of hib on-the- 
spot study and the discussions held by him with the officers of the 
West Bengal Government. In his note, Shri Guha had mentioned that 
certain facts were brought to his notice at Calcutta which were not 
placed before the Public Accounts Comn~ittee by the representatives 
of the Ministry of Labour and Ernploynlent v k . ,  the rent of the land 
had since been increased from Rs. 33.000 to Rs. 51.000 per year in 
accordance with a decree passcd ty the Collector. Exlier on the 
25th May. 1956 Governn~ent had surrendered a portion of the land 
which had the legal effect of terminating the old requisition orders ,ind 
a fresh requisition was made with effect from 26th May. 1956 that is, 
on the same day or the next day after surrendering it. The annucll 
rent \vas. therefore. revised in accordance with the then prevailing 
rates. The owner of the land ha\ protested that thc r e v i d  rent u.as 
on the lower side. 

It was also stated in the note that the co~npensi~ion for scquisitron 
of land assewd by the Land Acr;ui+ition Collector at Rs. 14.49.CH)O 
was quite reasonable keeping In \leu the eshtinp market rrrtc for pur- 
chase of land in that area. 

The Committee considered the whole mrrtter and came to the con- 
clusion that as the basis for their earlier suggedon has turned out t t )  
be incorrect in the light of facts disclosed since. thc) should not press 
their suggestion. It should be left to Central Governmcnt to decide 
the case in consultation with the West Bcngal Governnmt. 

The Committtx also felt that i t  might be imprewd on the Minis- 
tries that whenever any audit para affecting any action on the part of 
Statc Government came up before the Public Accounts Committee. the 
Ministry concerned should invariably'contact the State Government 
and obtain the latest information and their view5 in the matter. 

397. The Committee then adjourned sine die. 



PROCEEDINGS OF THE FORTY-FIFTH SITTING O F  THE 
PU23LIC: ACCOUNTS COMMITTEE HELD ON FRIDAY, THE 

27'TH FEBRUARY, 1959 
398.  The Cormnittee sat from 16.00 to 17.10 hours. 

PRESENT 

4. Shri Ranmhuar Sahu 
5.  Shri Raphubar Daylil Misra 
0. Shri H.  C. Diihappa 
7 .  Shri Khushuuqt Rui 
8.  Shri Aurobindo Ghossl 
9.  Shri Jaipnl Singh 

10. Shri Arimlakh Chand 
1 1 .  Shri T. R .  Dcogirikar 
12. Shri M. Goi.ind:t Reddy 
13. Shri Rvhit Manushmk~tr Drl~c. 

%lri S .  Venk;ttararnanan, ..1ccoicntant General, Centrd 
Revenws.  

Shri P. K. Sen. Director of Commercial Audit. 

Shri M.  C.  Chaula, LJnder Secretary. 

Ministry o f  Heulrh 
Shri V. K. B. Pillai. Secrrtary. 
L t . Col. Juwan t Singh, Director-General, Health Services. 
hdirristry ol Finance ( Dcprtmmt of Expenditure) 
Shri S. S. Shiralkor, Joint Secretary. 



MINISTRY OF HEALTH 
Appropriation Accounts (Civil), 1955-56, Vol. VIlI 

Grants for Medical Purposes, sub-head C .  page 6 
399. As against the original grant of Rs. 73,15,400 in this sub- 

head, the actual expenditure amounted to Rs. 49,23,165 only. Thus 
one-third of the original provision remained unutiiised. 

The Committee wanted to know the reasons for the continuous 
defective budgeting inspite of their repeated reco~nmendations on the 
Accounts of earlier years relating to the Ministry of Health. 

In evidence, the witness stated that the money was to be spent on. 
the recommendations of the State Governments who were requested to 
send details of schemes for Grants. In spite ot several reminders, very 
few schemes were received from the States. Grants were sanctioned 
for these schemes and there was no scheme of any of the State Gov- 
ernments, for which funds were refused. When asked whether the 
States Here required to make available matching grants for financing 
of the schemes, the witness replied in the negative. The Committee 
wanted to know the States uhich did not avail themselves of thc 
Grants from the Centre. 

The Committee then enquired about the basis on which budget 
provision was made by the Central Government for Grants to Stntcs 
in the absence of any proposals from them. The witness stated that 
there was a Conference of Administrative Medics1 Officers from rhe 
States in October every year and on the basis of their recornmen- 
dations, provision for various schemes was made. These schemes, 
however, had to be approved later on by the Finance Departments of 
the States, who, however, did not accept some of the suggestions of 
their Medical Officers. 

Elucidating, he stated that the difficulty was that budget proposals 
were to be sent to the Finance Ministry in the month of October. Simi- 
larly, the State Governments had to send proposals t o  their Financc 
Departments. These were scrutiniscd and till the passing of the 
budget by the State Legislature\ final position was not known. 

The Committee were not happy over this procedure of nlaking 
budget prpvisions. They drew attention of the Ministry to thcir ear- 
lier recomniendatjons made in the Eighth Report (Second Lok Sabha) 
to the effect that provision should only be made for schemes which 
were ripe for execution and that token grants should bc asked for in 
the first instance. Thcy were of the opinion that from their expcri- 
ence with the State Governments, Ministry should be in a position to 
judge the spending capacity of the former and provide funds accor- 
dingly. They desired that the Ministry should avoid allowing central 
funds being locked up unnecessarily. 
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The Committee, next, enquired about thc checks which Ciovern- 
anent exercised to satisfy themsclve5 that funds were spent by ;he 
States for the intended purpose. They were informed by the witness 
$hat the Ministry got quarterly statements from the States, who aiso 
lurnished in the month of February, statements setting forth the details 
.of expenditure incurrcd by them. 

Whcn asked uhether it would not be a better arrangement to scnd 
someonc round the States to see hou the schcmcs were being executed 
and cxpcnditure incurrcd therwn, the nitne$s stated that the Ministry 
were doing so ncn+ and a tcam of ofiicers had gonc round the various 
States. But unfortunately most of thc Stdte Governnicnt$ were not 
ready with conipletc fact4 and figures. 7 o a question. he replicd that 
Ministry's technical officer4 also uent r o ~ ~ n d  t o  etch State and scruti- 
rlised the progress of the S c h c n i c ~  Th: I: cwrn1ttc.e <uggc'\teJ that 
thcse officers should also hclp State Ciovernmentr to prepare their 
schemes well in advance. 

Intervening, the Comptroller and Auditor General of India sug- 
,;e\tcJ that in futurc the Statec n~lght he gi \ tn  I?  to 2 S C i  of their total 
requircnlcnt of fundt, a\ revolving credit. They 4hould wbrnit accounts 
a s  also the pmgrcs\ rcports and ask f ~ ) r  recoupment of funds. That 
would not only avoid locking up of funds but the Ministry would also 
get a clear idea of the progresc of the schcmes. The witness stated 
ihat the Ministry would prefer this procedure. Rut they were not 
advancing any money themselves; for the money was advanced as 
directed hy the Planning Conmission and the Ministry of Finance. 

Ncut, the Committee wanted to know the progress made in the 
.etting up of a Medical Collcge at Ranchi. The witness statcd that 
the progresc of the uork had been extremely slow. The residential 
bu ~ldings were being completed. But the construction of pre-clinical 
hlock and the hospital had not yet begun. The Ministry had been 
assured by the B i h u  Government that the  hole project would be put 
through before the end of the Second Plan. Elucidating the point, 
hc stated that the construction of the hospital was the concern of the 
Hihar Government and Central subsidy was confined only to the Col- 
lege portion, which wo~tld be completed before the end of the Second 
Plan. 

.Won-I)ra\twl of S~ipcnds and Travelling ,411o~~~artces amorrnrirrg to 
Rs. 43.636 

400. Thc Con~n~i t t ee  witntcd to A n w  the reasons for which 
*stipends were not availed of hy the pania concerned. The witness 
stater1 that the stipends wcre not drawn hy the parties concerned 
during the financial gear 395.5-4b. ( l ' nnqurn t ly  sanctions lapsed. 
To a qwstion he replied that thcsc were drawn subsequently with the 
sanction of the Ministry. The Corninittee desired to hc furnished 
with a note setting forth thc nnrncs of States concerned, dates when 
.applico~ions for stipend$ wcre receiwd and sanctioned by the Minjstry. 



211 India Medical Institute, sub-head D.  6(1), page 6 
401. Against the provision of Rs. 42,68,000 for Staff, Equipment 

ar,J Furniture of the All India Medical Insfitute there was an expendi- 
tlii-e of only Rs. 85,487. 

The Co~nmittee wanted to know the reasons for the non-utilisation 
of funds under this sub-head. The witness made over a copy of the 
Ministry's note to the Committee. 

The Comnlittee enquired about the fees agreed to be paid to the 
Architect of the building. The witness stated that about Rs. I2  to 
13 lakhs had to be paid to the Architect. Explaining the background 
he stated that the Architect was appointed after an advertisement had 
been published in the press inviting applications for the job and Gov- 
ernment agreed to pay 5 per cent af thc total cost as his fee as against 
the prevailing rate of 10 per cent in Bombay. 

Asked whether Government were satisfied kith the arrangements 
made in regard to the construction of buildings, the witness replied in 
the afXrmative. To  another question. hc replied that scveral build- 
ings had been constructed and tho services of thc Architect had been 
dispensed with after payment of 5 per cent of the cost of work accomp- 
lished. 

When asked ~ h e t h e r  it \\.as a fact that the Institule wrrs sending 
i t> senior officers who had attained the age of 45 or more abroad for 
study, the witness replied in the affirrnativc. He, however, pleddd 
that as the Institute was an :rutonornous body, their recommendations 
were accepted in toto. He also agreed that Government had a right 
to issue directions to thc Institute. Thc Committrx desired that ofii- 
cers who had attained the age of 50 or Inore should be sent for further 
training abroad only in rare cases. 

Family Planriitig, sttbiiead E .  4 ( 1 ) , page 19 

402. Against the original Grant of Rs. 33,65,000 under this sub- 
head actual expenditure was only Rs. 8,95,236. Thus 74 per cent of 
the provision remained unu tilised. 

The Committee wanted to know thc reasons for this saving. 
The witness stated that the family planning programme had to bc 
executed through the State Governments who w a e  asked to send their 
schemes. But Bombay State Government were not interested in thc 
family planning at that stage. U.P. and Bihar did not exhibit the 
requisite interest. When asked whether the Ministry now e x ~ t c t a f  
to make headway towards the family planning, the kply  was \n th= 
&innative. 



Nutional Water Supply and Sanitation Programme, sub-head B. 1 (2), 
page 32, Note 7, page 33 

403. According to Audit, in the First Plan, a sum of Rs. 18 crores 
(12 crores for loans and 6 crores for grants to State Governments) 
was allocated for the National Water Supply and Sanitation Schemes. 
Rs. 4 .5  crores were provided during 1955-56 in the absence of any 
concretc data, merely because it was the unspent balance of the allo- 
cation of the Plm period. Out of the provision of Rs. 4.5  crores, a 
sum of Rs. 1,89,49,167 only was utilised. 

The Committee wanted to know how the Ministry expected the 
States to spcnd Rs. 4 . 5  crores during a single year in view of their past 
performances. Thc witnesh stated that five Chief Ministers of States 
met the Hcalth Minister and the Planning Commission and assured 
thcm that their States ~ o u l d  be able to spend the amounts. 

Explaining the  circumstance^ for non-utilisation of money. the 
witness stated that the State Governments Mere under the impression 
that the Centre provided 50 per cent subsidy for supply of water in 
villages from various source\. But the Planning Commission made 
it clear that 50 per cent of the funds were meant as subsidy for pipe 
\vatu supply onlj in \ illage\ and the balance was loan to the States. 

The Committee desired that in the light of such experiences the 
Ministry. ~ , h i l e  making budset provisions. should be careful in future 
and not provide funds which could not bc utilised during the year. 

Crntral Research I rtsritu tc,  k'a.c~~rli-Financinl results of the ntanufac- 
ture of  vitccnines, sera etc., ptqe 23 

403. According to Audit, a sum of Rs. 5,40.936 was outstanding 
recovery on the 31st hiarch. 1956 and some of these outstandings 
related to the year 1953-54. These outstandings were reported to be 
over 50 per cent of the sales. 

The Committee wanted to know the reasons for the Ministry's 
inability to recover thew outstandings. The witness stated that all 
the debtors were Government Departments. The Ministry had sent 
them reminders but without any effect. 

T ~ C  Committee desired to be furnished with a note in consultatha 
with Audit regarding thc desirability of adjusting the outstandings 
against the various States from the grants-in-aid made to them. 

Audit Comments ( i i )  page 25, and pwa 79 of the 16th Report 
405. According to Audit the wcciacs and m a  had been valuad 

on iin ad hm &$is which had no bearing on tbc actual caets which 



were not being worked out. In their note (Appendix XXXI), the 
Ministry had stated that the Assistant Accounts Ofiicers had joined the 
Institute on 21st July, 1958 and the preparation of the Manufacturing, 
Trading and Profit and Loss Account and Balance Sheet of the Institute 
$would now be taken up. 

When asked whether accounts had been prepared in the manner 
suggested by the Committee, the witness stated that the work was in 
hand and as soon as the Assistant Accounts OfXcer submitted his re- 
.port, that would be passed on to the Committee. The Committee 
asked the Ministry to expedite that Report. 

GRANT NO. ~~AAPITAL OUTLAY OF THE MINISTRY OF HEALTH 
Loss on Multi-Vitamin Tablets, h'ote 6 ,  page 3 3 

406. According to Audit, a sum of Rs. 1,46,276 representing 
loss in the disposal of Medical Stores was written off by the competent 
authority in August, 1955. The loss occurred because multi-vitamin 
tablets (about 80 lakhs) had becornc sub-standard owing to their long 
storage since 1950-52, as a result of over-provisioning and had to be 
sold at half cost. The officer concerned was censured on the advice 
of the U.P.S.C. 

In reply to a question, the witness stated that the Oacer  concerned 
had been transferred to another place. The Comptroller & Auditor 
General pointed out that the sell~ng of time-barred multi-vitamin 
tablets at half cost was not desirable; instead these should have been 
destroyed. The witness stated that these tablets had been re-testcd 
before sale and although time-expired, their potencq had only been 
reduced to half, and could be used as food supplement. To a ques- 
tion whether the consumers were aware of the fact that the potency 
of the tablets had been reduced by 50 per cent, the witness replied in 
the affirmative. In reply to another question, the Committee were 
informed that the tablets wcre purchased by the Madras Government. 

The Committee felt that the Ministry should scc that they wcre 
not faced with a similar situat~on in future when the tablets got time- 
expired and resulted in a loss. 

Cinchona Cultivation, Note 8 ,  pujy 33  and para 1 83 of the Seventh 
Report 

407. According to Audit, the Department could not prepare the 
proformu accounts and the financial review of the working of the 
scheme in the absence of any iiu~horitativc and reliable basis for esti- 
mating the raw meterial, namely, bark on the standing trees. Comcct 
valuation of the assets not being possible, no effective comparison 
with the expcndi~urc incurred could be made to a s s ~ x  the amount of 
profit or loss. In their note (Appendix XXX), the Ministry had stated 
that they reiterated in March, 1956 the need for gradually curtailing 
,the cinchona plantations and for regulating the manufacture of quinine 
with reference to the prevalent market conditions. The Government 



of Madras had already initiated necessary action in that direction 
and had stopped further cinchona plantations. Harvesting of the 
plants in West Bengal had finished and the Cinchona Bark obtained 
was being processed into quinine salts. Harvesting of the plants in 
Madras was still in progress and it would take another 2 or 3 years to 
complete the conversion of the bark into quinine salts. It would finan- 
cially be unsound at th'at stage to wind up the scheme which had to 
be continued until all the plants in Madras had been harvested and 
processed for obtaining qumine salts. It was expected that the entire 
work of the extraction of bark on Government of India account would 
be completed and the Russian method scheme completely closed down 
within the next 2 or 3 years. The Government had about 1,57,790 lbs. 
of the stock of quinine salts in Central Reserve on 31st March 1958. 

'The Committee wanted to know the latest position in the matter. 
The .witness stated that it had already been decided at the Health 
Ministers' Conference that only a b u t  20 thousands Ibs. of quinine 
salts should sufiice for emergency purposes. But there was no market 
for disposing of thc surpluses and it had been decided to distribute 
the stocks free of cost to the consumers through the State Governments. 

The Committee desired the Ministry to ensure that stocks of 
quinine were properly utilised by the consumers when distributed free 
of cost to them. 
Finarzcial Review on the working of the Medical Stwes Depots and 

Factories in India, pages 47-48 
. 408. According to Audit, at the end of 31st March, 1957, the 

total outstandings against Government and non-Government Institu- 
tions rose ro R\. 23,17,057 and some of these related to the years 
1939-50 to 1953-54. 

The Committee wanted to know the reasons for heavy outstandings 
against Government institutions an3 the steps the Ministry had taken 
to efiect recoveries. T h e  witness stated that administrative ofiicen 
had been reminded and contacted very frequently and as a result there- 
of, the outstanding had come down to about Rs. 3 l a b s  from Rs. 13 
iahhs. 

The Comptroller and Auditor General of India intcnened to say 
that the position of iwtstandings had not improved and instead tl~erc 
had been deterioration. The outstandings on 31-3-1956 st& at 
Ks. 14,29,000 and on 31-3-1958 at Rs. 28 lakhs. 

Whcn asked ul~ethcr the Government could refuse further purchase 
to the dcfauliing p:trties, the witness stated that undcr rhc ogrmment 
thcy would h a w  to giw two ) e m '  notice to ihr: IT..rLlr's concerl~ed, 
When a \ k d  ~ l lc ther  thc Governnmt had tltoupht of dl~scontinumce 
of Medical Stores Depts. the witness s t a t 4  that Government mpased 
to appoint an Expert Comtnittw to go into that question. 8 e added 
that in tinla of emergency t h e e  Depots were l i f ~ - ~ v i n p  apncics and 
could not be organised overnight 



The Committee felt that that was all the more reason that these 
Depots be kept properly and steps taken to recover all the outstandings. 

Project for the Control of Filaria, Note 1 1 ,  sub-head A .  4(2) (1) 
Page 34 

409. The Conmittee wanted to know the progress made in the 
Filaria control programme. The witness stated that the programme 
was started in the last year of the First Plan and was expected to 
continue during the Second and perhaps in the Third and Fourth 
Plans. In a couple of years, survey and demonstration control units 
were set up in 11 out of 12 atrected States. Out of about 78 units 
planned, nearly 50 were started during the tirst three years of the 
programme. 

Project for the Conrrol of Malario, Note 10, sub-head A .  4 (  1 ) (1  ) 
Pages 33-34 

410. When asked about the prc>gres\ nliidc In thc eradication of 
Malaria, the witness stated that in a population of 200 millions, where 
the program~ne had been functioning since 1953, the spleen index 
and the incidence of the disease was lower than those areas which 
had previously been regarded as healthy. When asked whether 
Government had any machinery to check up the progress made in the 
work, he stated that assessment teams were functioning in 6 different 
zones, and Governmet were perfectly satsified with the progress made 
so far. To a question whether Government were satisfied that materials 
hke D.D.T. given to the States were being utilised properly, the witness 
replied in the affirn~ative. 

Para 18 1 o f  the Seventh Reporr-Eviction of a tenant 
41 1. In their note*, the Ministry had stated that a summary suit 

to evict the firm from the depot premises leased to them had been 
filed, but no date had yet been fixed for hearing of the case. As 
regards recovery of arrears of rent, action was being taken by the 
Central Government Solicitor at Bombay. 

The Committee wanted to know whether it would be incorrect to 
accept payment of rent of Rs. 43,000 under protest and deposit the 
same in the Court. The witness stated that rent had not been accepted 
on legal advice k c a w e  once the rent was accepted, the firnl would 
become a recognised tenant. To  a question, he replied that the firm 
had accepted its liability to pay the rent in writing and it had also 
some assets. 

4 12. The Committee then adjourned sine die. 



PROCEEDINGS OF THE FIFTY-FIRST SITTING OF T H E  
PUBLIC ACCOUNTS COMMITTEE HELD O N  FRIDAY 

T H E  24TH APRIL, 1959 

4 1  3. The Committee sat from 15.00 to 15.35 hours. 

PRESENT 

Prof. N .  G. Ranga-Chuirman. 

2. Shri N. R .  M. Swamy 
3. Pandit Jwala Prasad Jyotishi 
4. Shri T. Snnganna 
5 .  Shri Upendranath Barman 
6. Shri Prahhat Kar 
7. Shri H. C .  Dasappa 
8. Shri Jaipal Singh 
9. Rajkun~ari  Amrit Kaur 

10. Shri Amolakh Chand 
I I .  Shri S. Venkataraman 
12. Shri N. Govinda Reddy 
l 3 .  Shri Rohit Manushankar Dave. 

Shri A.  Kalyanaraman, Depict!. Comptroller and Auditor 
Geneml of  India. 

Shri S. Venkataramanan. Accountant Gencral. Ctwrral 
Re\wti4e~. 

Shri P .  K. Sen. Director o f  Comrnerciul Audit 

Shri P. V .  R .  Rao, Director of Audit, Food, Rehabilitation, 
Siq)pl,v, Commerce, Steel and Mines. 

Shri V .  Subrarnanian, Drpury Secretary. 
Shri M.  C.  Cbawla. Under Secrcfary, 
Shri K. Qngunadhun. Under Secretary. 



414. The Committee considered and approved the draft Eighteenth 
Report on the Appropriation Accounts (including Proforma Comnm- 
cia1 Accounts) (Civil). 1955-56, and Audit Report. 1957 subject t o  
certain minor modifications here and there. 

415. The Committee authorised Rajkumari Amrit Kaur to prcsent 
this Report to the Rajya Sabha. 

416. The Committee then adjourned till 15.00 hours on Wednes- 
day, the 29th April, 1959. 



APPENDIX I 

Snmnary of the Conclusions, Recommcndariom of rhc Ei~lrteenrh Report of the Publtc Accounrs Commitrcc on rhc Appropriation .- . 

Accounrs (Civil). 1955-56 and ~ u d i t  Rqorr ,  1957 
- -- 

Sl. Para Ko. 
NO. - - -  

I 2 

- - 

z 4 (Introd.) 

hlinistr-. or Department C~nclusions~ecommcn Jations 
concerned 

-. - . - 

All hliniatries Successive Public Accounts Committees have been commenting for the 
last 3-4 years that the standard of budgeting in respect of Grants (Civil) 
had recorded no improvement. A large number of excesses, sevings, 
injudicious surrenders and non-utilisation of funds obtained from 
Parkment by means of Supplementarv Grants continue to persist 

The year under report, though k i n b  the last year of the First Five Year 
Plm, does not show any better lesults as would be evidenced by the 
savinlss disclosed in 124 out of 132 Grants amounting to Rs. 209 crores 
or 28.17% of the total grants of Rs. 727 crorcs. There were seven 
cases in which supplementary &rants a g p @ i n g  Rs. 11 -39 crores 
obtained durink the course of the p a r  proved eventually to be un- 
necessary. 

The Committee, however, trust that the instructions issued by the hlinis- 
try of Finanr~ vide thcir O.M. d ~ t e d  18th Aul;ust, ~ g g ?  kill go a long 
way in imptoving the budgetory standards in future years. 

c - -  _- --- _ _ _ _ _ _ _ _ . ~ * _  ^we-- ----I__-.---- - - - - - 



All hlinist rics Ih r ing  exanination of t h ~ x  Accounts, the Committee came across 
instrnces where funds that had k e n  placed at rhc disposal of the State 
(;(ni rnmcnr!: by ihc (.:cntrc, hxcl not b x n  utiliscd fully. In order 
to obviate such a sitr!arion occurring in fuiure, I he (hrnrnittec suggest 
that in filturc the Statcs might bc given 15 to 2 5 %  of their total re- 
quircmcnt of fun& as rcvol~ing credit. They should submit accounts 
as also rhc progress reports to the Central Government and ask for 
rcco~~pmcnr of' funds. 'I'his, thc Committee feel, will facilitate more 
t ~ ~ p c d i i  ious cxcc-utiw of wcrk.. and k t t c r  progress of rhe schxnes. 

I:som rllc cviden~i. given by the representatives or the different hlinistlies 
the (krnmittcc r a . h ~ ~ J  the impression thpt in making protision for 
many of' the schemes during t h ~ s  ycal, Ministries were guiicd more 
hy the unipcnt amount of alllwnent for a schcme under the Plan a 
[hail rhc-ir cgpacity 10 sp:.nd t h  amounts. The unrealistic estimates so 
;~frmcd will not only give a clistortcd picture but mislead the framing 
of financial politics, 1 4 ) ~ ~ - 6 0  is the tourth year of the Second Plan. 
11 is ncccsw-!- to crlsurc that a similar situ~tion does not levelop in 
regard i ~ )  the Sccund Plan also. The Committee would, therefore, 
urgc upon the hlinistry ot lJinanw in.particular to keep a watch and 
~ a k c  appstrpriatt action in t imc. 

The  Cammittce arc &lad to not2 that the M~nistzy oi Finance have 
in consulration with thc Planning Commission issued necessary in- 
srrunicms rnx  f i ~  the rtrnaining period of t h ~  Plan, scherxes formulat- 
ed by the Contlc should not ordinal ily involve provis~on of matching 
pranrs from S a c  revcnucs. This decision will not affea specific 
\chemcs in thc Plan tor w n ~ c h  the Plan i t s~ l f  provided that part of the 
;cwurcvs uoul~!  k found by thc States and only a part contributed 
by the Centrc. 



The Committee also learn that since May, 1958, a fixed portion of the 
Ccntral Assistance to the State Govcrrments for Plan Schemes includ- 
cd in theRudget is being rclertsed everj month as interest-free ways and 
means advmccs, which will be adjusted towards the close of the year 
against thc amounts of loans and granrs to whirh the State Govern- 
ments might be entitled on the latest available figures of actuals 
and likely expenditure in the last quarter of the pa r .  

Thc Committee would like to watch the uvrking of the new procedure 
devise J by the hlinistry through future Audit Reports on Accounts 
(Civil). 

12(b) Food & Aariculturc The Committee notice from sub-heads C.2.--Grants for Nationt 1 Parks 
and C.3.-Grants to State Governments under Grant No. 92 that apart 

Finance from non-receipt ot the equipments for stores, provision had been W 
made for schemes which u ~ r e  not quite mature. Thev, therefore, 
stress the nced for providing funds for those schema only which arc 
quite mature and ready for execution during the budget p r .  

The Committee were not a>nvinad by the Minisw's explanation that 
the States did not request tor the reimbursement of the amounts spent 
out of food bonus corned by them and the equipments were not 
received in time resulting in surrenders offunds. It is difficult to 
understand why State Governments did not present their claims for 
reimbursement. The Comrnittcf feel that the Ministry at the Catre 
have also a responsibility to see that the reimbursements for .which 
provision has k e n  made ere disbursed within the financial year. 



6 I Nc) Home Afb.~rs 

Finance 

The &mmittec deplore delays in the k ~ u e  ot orders, for thesc o h  
result in non-implementation of various echcme~ in the .  Tbey 
stress the need for speedy action in such mattera in future. 

Finance 
Q I dh) Scientific Research & Cut- 

rural Affairs 
- - 

Finance 

The Committee are not at all happy over the procedure of making budget 
provisions on the basis of the -dations of a Conf;errncc 
of Administrative Medicel Offian, from the Stater. They would 
invite attention of the Ministry to their earlier recommendatiasur 
made in the Eighth Report (Sewnd Ink Sabha) that provision should 
on!) be made for schemes which were ready for execution. The State 
Civernments may be apprised of this position so that whik rc~nnmend- 
ing schemes for grants, they include only those schemes whose blue- 
prints are ready. &i 0 

The Committee desire the Ministry to furnish to them detailed reasons, 
for hube shortfall in expenditure of the All India Medical Instinm 
duly vettcJ by Audit, before thcv next take up exsmutation of the 
Accounts relating to the Minlstry of Health. 

The Camrnittee suggest that the Ministry, in the light of their past ex- 
pericnc., should make provision for grant of fUnds to the State  tbr 
family planning schemes on the basis of firm comrnitmenm made by 
the States concerned. 

The Committee observed that instances of savings j cited in this 
pare indicated laxity of control over expenditure. 

Thc Cornminee note that in the particular case commented in t h ~ ~  para, 
the cost of materials was not adjusted for want of sanction. If so, 
they fml that the surplus h d s  should have been surrendered in time. 



10 17 Cornmeaxe & Indusuy . It i apparent from the facts placed before the Committee that many 
of the schemes for development of sericulture which bad bear 
approved by the Silk Board had either not been started or sub- 
sequently dropped by the State Governments with the result ex- 
penditure incurred on those items largely proved to be infructuous 
A large portion of the expenditure incurred by the State Govern- 
ments pertained to administrative expenses on the development 
schemes which ultimately did not materialise. The Committet 
felt that large amounts were granted to the Silk Board without 
relevance to its spending capacity. The progress reports d v e d  
by the Ministry at present did not enable the Ministry to regulate 
the grants properly. In order to examine the matter from all 
these aspects, the Committee desired to be furnished with detaib 
of the various schemes proposed by the State Governments and 
approved by the Board, funds sanctioned bv Government for those 
schemes from time to time and the extent to which they were 
utilised. The information is still awaited. 8 

C 

The Committee were also doubtful whether the present amngemmt 
of entrusting the work relating to the Silk Board to the Textile . 
Commissioner, who was already saddled with other important 
responsibilities was conducive to satisfactory results. They would 
suggest that Government should consider the feasibility of having 
a separate chairman preferably a non-official for the Silk Board 
and also the Handloom Board. 

In the Committee's opinion, Parliament is not fully informed of 
the working of these autonomous Boards. Sine large sums of 
money are voted by Parliament for payment to these Boards as 



grants-in-aid it is only proper that Parliament and the Public 
Accounts Committee should be apprised of their activities. The 
Committee desire thnt the Annual Reports on the working of the 
autonomous Roards, via., Silk Board, etc. should be placed Wore 
Parliament. They also recommend that the Comptroller & Auditor 
General of India who is responsible for their audit should in addition 
to the normal expenditure audit, undertake an achievement audit 
of these orqanisarions indicating inter alia their original targm 
and achievements. 

Conunc~xl & Industry The Committee desire the Ministry to consider the feasibility of 
giving smallJrevolving credits to the States for financing various 
schemes. 

Do. The Committee deprecate the inordinate delay in finalising the 
matters connected with accounts of subsidy on production and 
sale of khadi. The total amount of grants given by Govef~ltnmt 
to the Khadi Board and Commission between 1954-55 and 1956-57 
was of the order of Rs. 15 crores in addition to the loans of about 
Rs. 8 crores. In respect of some of the loans given by the Boatdl 
Commission, no acceptance or acknowledgement had been received 
from the loanees. In the opinion of the Committee, although 
the Khadi Board was initially responsible for this impasse, the 
hiinistry of Commerce & Industry cannot be absolved of their 
share of the responsibility for not having a c t h l y  pursued the Khadi 
Board. especially when the magnitude of LEe amount involved was 
sizeable. 



Do. 

The Committee need hardly stress the seriousness of the uregulanties 
reported by Audit. They suggest that Government should arrange 
to take suitable action against the officials responsible for these 
irregularities. In order to obviate the recurrence of such cases in 
future, Government should consider the desirability of issuing 
clear and stria instructions to the Khadi Commission for strictly 
complying with the rules and regulations in connection with the 
administration of public funds. 

13 7.2 Commerce & Industry The Committee are not satisfied with the explanation of the Ministry 
that it was not desirable to give notice to the trade for participation 
in various fairs and exhibitions earlier than 3 to 4 months because 
the requisite tempo could not be built up in that case They 
do not understand why Government could not inform the traders 
well in advance so that last minute rush of work which necessarily 
involved avoidable expenditure on account of air-lifting of exhibits 
etc. could be avoided They, therefore, suggest that Government 
should review the whole procedure in the light of the experience 
gained so far in order to ensure better results. 

As regards the expenditure of Rs. 1-25 crores incurred by the 
Government, the Committee desired to be informed of the net loss 
sustained by them and whether it would be possible to recoup the 
same in future years. The information is still awaited. 

The Committee regret to observe that Government had to pay heavily 
because of the defective clauses of the old agreement with the 
Swiss firm. They take note of the plea that this was one of the 
few agreements which Government entered into shortly after 
Independence. They trust that Government will benefit by their 
experience in this deal and avoid such mistakes in future. 



IS 29 Steel,MinesandFuel(Deptt. The Committee are not satisfied with the orplanation 
of I. & S.) that it was not possible to fix the responsibility for the loss on 

any particular officer. In their opinion, it was a fit case to be 
investigated further and responsibility fixed. 

16 31 Commerce and Industry The Committee are not satisfied with the explanation given by the 
Ministry about the loss on guaranteed purchase of American cotton. 
If the avowed object of the purchase of the American cotton by 
Government was to give temporary relief to the Mills, considera- 
tion of profit should not have weighed with Government in dis- 
posing it of. The Committee cannot, therefore, refrain from observ- 
ing that the officer who dealt with this deal had resorted to a kind 
of speculation which had led to an increased loss to Government. 

Do: 

Do. 

Do. 

The Committee desire that in view of the demand for salt in the 
Mandi region the question of economic utilisation of perennial 
spring of brine at Maigal should be re-examined and a note 
discussing the commercial exploitation of Salt solirces in the Mandi 
region submitted to them. 

The Committee suggest that the capital of the Nahan Foundry mi@ 
be suitably reconstructed and written down in order that the 
foundry might show better working results in future. 

The Committee desire to be informed of the progress of the scheme 
for installation of the washery plant at Sambhar as well as the final 
outcome of the negotiations with the Rajasthan Government for the 
revision of the existing agreanent. 



20 36 Education . 

Do. 

Do. 

Do. 

The Committee desire that the attention of the Univemity Gmts 
Commission should again be drawn to their recommendations made 
in para qz of their Fiftetnth Report (First Lok Sabha) md they 
informed of the views of the University Grants Commission in the 
matter. 

The Committee trust that early steps would be taken by the ,Ministry 
to introduce lfgislation for the presentation to Parliament of the 
Audit Reports on the accounts of the four Central Universities. 

The Committee suggest that the Central Social Welfdre Board should 
in consultation with the Ministry of Finance and Audit evolve 
a suitable procedure whereby the p t  of subsidies, their disburse- 
ment and accounting etc. could be simplified in order to ensure 
smooth working of the Board. 

The importance of local cogtributions and the necessity of the Pro- 
jects becoming incmingly self-sufficient have been repeatedly 
emphasixd by the Central Social Welfare Board. The Committee 
fccl that the basic principle of self-reliancc which is regarded 
as essential to the success of the project. has been ignored in starting 
many of the Projects. Thc y s u m  st that before starting a project, 
public co-operation should be secured to a reasonable extent and 
continuous efforts shoutci be made to keep up the tempo of their 
enthusitrsm. As the ultimate aim is to hand over the weLf~te aaivi- 
tics to the people themselves, the success of the Board's efforo 
would be wry much &pendent an the zcal engendered ammg 
the people and the amtributiom made by them. 

The Committee feel that there is w8steful expenditure in the use of 
jeep. Thv s-st that greater cM ,and vigilance shoutci k 
exercised m tlw dinxtk. 



2 3 4 
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46 Education The Committee feel that the e x ~ n d i t u r e  incurred in the printing of 
monthly journals "Soclal Welfare" and "Samaj Kalyan" is on the 
high side. The feasibility of reducing the number of copies for 
fice distribution to the minimum should be examined and effort8 
should also be made to raise more funds from advertisrmentl. 

47 External Affairs The Committee donot see why grants and expenditure relating t o  
the Indian Hiqh Commission in b n d o n  should not also be shown 

C. & A. G. in the consolidated statement. They, therefore, desire that this 
matter should be considered in consultation with Audit and a 
con~oliJatcd pic~ure of the amounts spent on Indian En~bassies. 
High Cammissitms, etc. abroad be shown in the Accounts at me 
place from the next year.' 

49 Finance ( D c m m e n t  of The Committee deprecate the inordinate delay on the part ofGovern- 
Economic Affairs) mcnt in taking final decision about the closure of the Tripura 

State Bwk in spite of the heavy losses in its working year after 
* year, uhich were rising steadily. 

The Committee learnt that the rurning expenses of the Agartala 
Branch of the Rank amounted to Rs. 1,700 per mensem instead 
of Rs. 1,300 per mcnscm as recommended by the sub-Committee 
appointed by the Board of Directors of the Bank. They regret 
lo obs *rve that had the recommendations of this sub-committee 
bcrn adopted earlier much of the loss could have been avaided. It 
was ohservcd that the working expenses on the Branch could not 
be rrduccd by retrenchrner~t as the Bank was not in a position to 
pay retrenchment benefits to the persons. The Committee are 
surprised at this statement. The Bank was a liability fmm 



the beginning mJ  its loses \\.err steadily increasing. in these cir- 
cumstanccf, ir would have been prudent to haw decided upon 
the closure in 1053 itstlf instcad of postponing it till 1959. The 
snkipatiwi cf Govcrnrnent that something would turn-up in 
r t w  arfai s of th . B mk d ~ r i i g  thew years did not apparrntlv take 
note of .he fact that thc losses during the interregnum were ulti- 
m:itely to bc home by Government. 

The Cammittee understand that the paid-up capital of the Bank as 
on 3x31 December, 1957 u w  Rs. r9,84,550 and the loss upto that day 
was Ks. 7.29.244 ; the loss during the year 1957 being Rs. 34,304 
(excluding Ks. 1,73.908 on account of bad and doubtful debts not 
pnn.ided for). Thc Committee are disturbed to note that the Bank 
had thus consumed about 3776 of its capital on that date. 

51 Finance (Department of The Committee cannot refrain from observing that the Bank could not EL3 
Ikonomic Affairs) have chosen to aLT in an unhusiness-like manner in defraying the 4 

rent rcaliscd towards the payment of staff had the Ministry been 
more exacting in its standards. A private bank in similar circums- 
tances would certainly have been proceeded against legally imme- 
diately. 

The Committee understand that the Bank hoped to realise about 
Rs. 52,000 from the sale of the plot and there would be no loss to the 
Bank. They would like to be informed of the further developments 
in this regard. 

29 52 Thc Committee felt greatly concerned about the debts of Rs. 1.74 
lakhs having hccome time-barred as also of non-realisation of most 
of the decretal amount (A sum of Rs. 7,104-41 is stated to have been 
realised from January to 19th July, 1958). They were given to 
understand that a sum of about Rs. 11,332 only was required for 

- --- - - - ? -. - .. - - -- - - . -- . - - - -  



filing suits in respect of the amount of Rs. I .74 lakhs which became 
time-barred. It is strange that Government did not come forward 
to advance this amount. 

53 Finance (Department of The Committee observe that one of the Bank Managers who was res- 
Economic Mairs) ponsible for the unauthorised overdrafts died in 1953. It is thus 

obvious that there was enough time for taking action against 
him. The same was m e  in the case of the other Manager *ho 
migrated to Pakistan in 1951. They are unhappy to see that the 
Ministry of Finance should have hesitated in this manner to take 
firm action In regard to the bad working and mis-management of 
the Tripura Bank for such a long period (7 years). 

The Committee drew attention to the grant of interest-free loans by 
Government to TISCO and IISCO while Hindustan Steel Limited 
was being charged qf per cent interest on loans advanced by Govern- 
ment, and observed that apart from looking invidious, such distinctim 
would affm the competitive position of the latter in the market. 
The Committee were gald to note that this matter was unda the 
consideration of Government. They would like to be apprised of 
the result in due course. 

The Committee would like to invite the attention of the Ministry to 
the practice followed by the Intemational Bank for Reconstruction 
& Development according to which a period of moratorium was 
allowed till the units went into production and desire that the feasibi- 
lity of introducing a similar procedure may be examined and a re- 
port made to them. 



57 Pbtnce (Department 
of Economic Affairs) 

Do.' 

59 Finana (Department of Revcnuc) 

The Committee regret to observe that a statement showing country- 
wise and year-wise break-up of the dues outstanding against fonign 
countries, present position regarding their recovery and whether the 
India Security Press took deposits from foreign Governmems has 
so far not been supplied to than. 

The Committee appreciate the plea of the Ministry that stores, con- 
sisting mostly of electrodes and other metallic items, if o f f 4  
for sale in the market, would fetch a low price but would cost much 
more when required later. But they are strongly of opinion that 
purchases of such stores should always be well-planned and h a p  
hazard purchases should be avoided so that there should not be 
any need for disposal of unwanted stores at a subsequent date. 

The Committee also desired to be furnished with a commodity-wise 
bmk-up of Hs. 72,000 which had been spent on the purchase of timber, 
clmrical goads, G. I. Pipa, etc. This information is still await- 8 
4. 

The Committee desire to be apprised of the findings of the Coun in 
connection with the erroneous drawal of commission by authorised 
agents as also whether the Government have been able to TOW 
the balance of more than Rs. 7,600 from the sureties. Further, 
departmental enquiry against the postal staff involved in this case 
may be expedited and the result thereof intimated to the Commit- 
tee. 

The Committee would also cmphasise that the new procedure to 
prevent the recurrence of such irregularities in future should be 
finalised without further delay so that cases of erroneous drawal of 
c o d s s i o n  by authorised agents for the sale of National Savings1 



60 Finance 

Department of Revenue 
6 I Do. 

62 Do. 

63 Finance 

Dganment of Fxpendi turc 

Do. 

Plan Certificates may be stopped quickly. They are not sure whether 
the erroneous drawal of commission by two agents in Delhi Area 
as disclosed in the Audit Para might not be symptomatic of a wide  
spread disease. They would, therefore, urge Government to in- 
tensify the check of claims for commission under the existing pro- 
cedure till it is replaced. 

The Committee desire that early decision should be taken to issue 
a I'residential or Governmental order and a start made in the matter 
of audit of incomc-tax receipts. 

The Committce note the measures taken by the Ministry to check 
the evasion of income-tax and would like to watch their worlung 
through the subsequent Audit Keports. ba 

The Committee desire that reassessments of income-tax cases should 
be done quickly and proceedings initiated under Section 34(1)(a) 
of the Income-tax Act. 

The Committee deplore very much the state of clearance of outstanding 
audit objections. They desire to be informed of the results of the 
instructions issued by the .Ministry iil reducing the number of audit 
objections. They understand that some of these date back to 1945-46 
and their clearance appears to have been delayed without adequate 
reason or justification. 'They strongly feel that any further delay 
in their settlement is likely to lead to the continuance of such ir- 
regularities. 

The Committee feel that the Ministry's note confirmed the observations 
of the Public Accounts Committee (1956-57) as made in para 61 of 
their Twentv-third R e ~ o r t  that the Ministrv of Finance accorded 
the sanction-for Ks. 74 iakhs for the purchasdof building in question 



without being in possession of relevant facts regarding title to  
propmy. etc. They are of opinion t h ~ t  Govcmnent were persuaded 
to buy a property, which was encumbered by a minor's claims and 
which also substantially d i f l e ~ d  from the description in the original 
sale offer in the matter of a vacant piece of land. They feel that the 
payment of such a high commission as Rs. 1,36,060 to the Bank, 
which aacd as a middleman. w m  also unauthorised. 

40 65 - Finance -- 'fhe Cnmmittee desire the Ministry to Finance fo expedite the final 
~ e ~ a n r n &  of Expcndirure decision in the matter of control over grant-mded bodies. 

41 66 Finance Thc Committee would like to watch the progress made in the recovery -- of the balance of loans outstanding against the loan= from West 
Rehabilitation Finance Pakistan through subsequent Audit Reports. 
Administration. 

Do. While the Committee rccognise that the primary object of the Adminis- 
tration is to assist in the rehabilitation of displaced persons without 
suficient means to furnish adequate security, they see no -on 
why the credentials of the guarantors could not be verified inde- 
pendently by the Administration in order to ensure the physical exis- 
tence of the guarantors and to assess the real value of the guarantee 
offered. 'The Committee would stress that the mponsibility for 
the non-verification of the guarantees and of the properties mortgaged 
should be fixed and action taken against the R.F.A. officials responsible 
for such lapses on their part. 

Do. The Committee would reiterate their recommendation in para 126 
of Seventh Report (2nd Lok Sabha) that unless action is taken to 
devise suitable measures to effect the recoveries of outstanding loans, 
there is risk of their becoming irrecoverable. 





Piaanct 

Rehabilital ion Pinance 
Admi%matio~ 
Do 

FinanceiInd~strial Finance 
Corporation 

All M i e s  
Financc!Industrial Financc 

Corporation 

Financc/IndustriaI Finance 
Corporation 

All Ministries 

Financc/Industrirl Finance 
Corporation 

Financc/I ndustriol Finance 
Cor porntion 

The Committee trust that Govemment would issue standing instMCtiOm 
regarding the m v e r y  of rent from the employees of all Scate Under- 
takings, autonomous badies, etc. who are allotted Government resi- 
dences, if not already done. 

The Committee view with much concern the rising trend of bad and 
doubtful debts in the Administration. They would reiterate their 
earlier recommendation that the R.F.A. should give its most serious 
consideration to this aspect and take suitable measures by reviewing 
the loan accounts periodically in the Light of the information fiunishcd 
by their field staff. 

The Committee are of opinion that all rules and regulations Wed 
under any enactment should be Laid before both the Houses of Par- 
liament. 

The Committee would urge the Government to expedite their decision 
regarding informing Parliament about guarantee given by Govern- 
ment which involved a contingent liability on the Consolidated Fund 
of India. 

The Committee would suggest that Government should issue suitable 
instructions to all public undertakings/State Corporations, etc. so as to 
bring their service rules/rcgulations, etc. in conformity with those 
applicable to persons in Government service. 

The Committee would emphasise the need for an early aamination of 
the various stages laid down by the Corporation right from the stage 
of receipt of application till the actual payment of the loan and see 
what improvements can be effected. 

It  is obvious to the Committee that the Corpotation could have easily 
avoided with a little foresight all the labour and the inf~ctuous 
expenditure of h. 2 lakhs on the launching of the Project for the 
building of the Corporation Offices. 



(ii) The Committee regret to note that in spite of their recommenda- 
tion in para 143 of their Seventh Report (Second Lok SabhaJ they 
have not yet been informed of the result of the investigation into this 
matter with a view to fixing the responsibility for the loss and the 
steps taken to effect recovery thereof. They would stress that this 
maner should be attended to urgently. 

Financel1.F.C. The Committee should be informed of the final outcome of the Cor- 
poration's action against the guarantors, etc. in the Sodepur Glass 
Works case. 8 

IC Food & Agriculture (De- The Committee observe that the provisions of Rule 2g(z) of General 
partment of Agriculture) Financial Rules, Volume I, according to which only so much amount of 

grants should be drawn as was required during the year, were not 
followed. Further, grants were continued to be paid without veri- 
fying whether the grants already paid had been funy utilised. 

While the Committee are inclined to agree in principle to the suggestion 
of the Ministry that it would be desirable to attach certain condition8 
to the sanction of grants to States in order to ensure timely submission 
of accounts and audit certificates thereon' and for that purpose a period 
of one ycar was too short, they desire that it should be examined in 
consultation with the Comptroller & Auditor General. In  the mean- 
time, they desire that the Ministry should impress on all concerned 
the necessity of finalising the accounts quickly and submitting the 
same to the I.C.A.R. for scrutiny. 



Do. . The Committee feel that the explanation of the Ministry that short 
payments against the sanctioned grants during the years 1952 to 1953 
were due to late starting of the schemes could be valid for the first 
year and not for subsequent years. 

They are glad to learn that the suggestion made by them to place at the 
disposal of the I.C.A.R. a lump sum as grant-in-aid which will be 
used as a permanent revolving fund instead of annual grants-in-aid 
by Government, has been accepted by the Government. Apart from 
eliminating the question of surrender of unspent balances, it will 
ensure continuity and better utilisation of available funds. The 
Committee, therefore, desire that the initial constitution of this 
scheme should be worked out in consultation with the Ministry of 
Finance and Audit. With the establishment of a permanent Fund, 
the I.C.A.R. will not be required to issue yearly sanctions for pur- 
poses of drawal of grants-in-aid before the close of the financial y w .  

t! 
91 F& & Agriculture (De- Another suggestion which the Committee commended to the Midst0 merit of Agriculture) was the desirability of placing at the disposal of the State Government3 

in the first instance, 25% of the amount sanctioned by the Govem- 
ment of India for various Schemes and releasing the balance of the 
amount subsequently when it was proved to the satisfaction of 
I.C.A.R. and other such bodies that the grantee had actually the 
capacity to spend on the schemes concerned. The Committee are 
glad to learn that the Ministry are inclined to accept it. They 
desire that early action should be taken to translate this into action. 

The Committee hope that these changes should go a long way in re- 
solving the present difficulties facing the I.C.A.R. on account of the 
non-utilisation of funds by the State Govwnments or their non- 
aurrcnder within the prescribed time limit. 





Be. . . . . Tha Canminet dcoire that while asscsaing the profit or lam in the d& 
pooals of non-tractor parts as were not required for use in the C.T.O., 
Government should also take into account the element of interrot 
on the capital spent in purchasing them. 

W . H . & S  . . The Committee considered the explanation of the Ministry that the 
person who was responsible for failure to pursue claims was a local 
rmuit  and had since resigned his job as unsatisfactory. They 

0 desired that the Secretary, Ministry of W. H. & S. should look into 
the case himself by calling for the relevant papers from the Mission 
and furnish a comprehensive note to the Committee. 

The Gmmittee also learn that according to a r a n t  legal opinion. 
the claims could still be pursued with the firm and accordingly the 
Mission was holding further discussions with the firm and had asked 
for 6 months' time to finalise the same. The committee would like 
to be informed of the outcome of these discussions. 

De. . . The Committee feel that failure to pursue claims is a chronic diescase 
with the Mission. They are amazed at the explanation of the Minis- 
try that these were old cases relating to 1947-48. The ~mmittte 
regard it as highly unsatisfactory that the officers responsible in the 
Mission should have acted in this light-hearted manner without 
realising the financial implications thereof. Considering the number 
of cases, and their quick succession, the Committee are led to the 
impression that lack of control from the Ministry had led the Mission 
to act as it chose. The Committee, therefore, desire that the Minis- 
uy should review the working of this Mission in this background 
and take all steps necessary to ensure that it acts in a bufiness-like 
manner in purchaser abroad. 



The Committee had desired to be furnished with a note indicating 
when and in what manner the Ministry had expressed their dissatis- 
faction against the officers concerned in the Mission. They under- 
stand that the Ministry have called for the original papers from the 
Mission. They, therefore, defer consideration of this case till they 
receive the note. 

63 1 6 0  W . H . & S  . . . . The Committee understand that the Ministry have called for the original 
papers for a fresh appreciation of the position to determine whether 
any other officer could be held responsible in any manner, and if 
so, whether suitable action should be taken against him. The Com- 
mittee have agreed to the request of the Ministry for a period of p 8 
months to submit a final note, duly vetted by Audit. 

66 102 Food . . The Committee did not feel satisfied with the explanation about the 
trading loss on sale of rice. They wanted to have a detailed note 
indicating whether the entire loss was unavoidable and Government 

0 could not have delayed the disposal of the stock when the market 
was falling. This note is still awaited. 

67 1 0 3  D o. . The Committee note that detailed accounts of foodgrains amounting 
to Rs. 10.16 crores purchased are still awaited by Audit. They should 
Like the submission of the accounts to be expedited. 

68 104 Do. . The Committee desire the Ministry to inform them of the latest position 
in regard to final action taken in the matter of logs on the purchase 
of condensed milk. 



72 108 Do. 

73 1 0 9  Do. 

74 110 Home Affairs 

The Committee deplore the routine manner in which provision was 
made in the budget in co~ect ion  with the National Water Supply 
and Sanitation Programme. 

The Committee would suggest that Government may consider the 
possibility of setting off outstandings against the grants due to the 
States concerned for subsequent years. 

The Committee were given to understand that the principle of cast 
accounting would be applied to all the biological products manufactured 
at the Institute, and they would be apprised of the progress made 
in the matter. 

The Committee understand that Government proposed to appoint nn 
Expert Committee to go into the question of closure of the hledical 
Store Depots. They should be informed of the outcome of the Report 
of the Expert Committee, in due course, and also of the progress made 
in liquidsting the hea\y outstandings. I2 

The Committee would defer further consideration of the case regarding 
the eviction of a tenant from the premises of the Medical Stores De- 
pots, Bombay till they are informed of the outcome of the m o  suits 
which had been filed in the court. 

The Committee would recall their observations contained in para 187 
of their Seventh Report (Second Lok Sabha). They desire to reiterate 
that the s tom should be limited to the prescribed limits and surplu~ 
disposed of quickly. They would also urge the need for the setting 
up of a better mchinery for regular stock verification a d  disposal 
of S U ~ ~ ~ U S  SO-. 



75 $11 Home Affaira The Committee would stms the need for finalismg the ssaauntn of 
royalty due from the Campany on woods at an early date and sbo 
realising the aman  due from otha canvactm. 

Do. 

Do. 

They would also invite attentim to pare 186 of their Seveoth Report 
(Second Lok Sabha) in which they had suggested that the projbma 
A c c m t ~  of the F o w  Depmtment should be recast in conaultath 
with Audit afier taking into account the sale pmceeds of the stock of 
timber since disposed of. But they regret to observe that the Ministry 
have not reported to them my dcvelopcneats in this orrmeaioa. 

The Committee consider thn necessary steps should be takea to mrLr 
Government Dairy Farm, Andamam self-supporting. 

The Committee desire to be W h e d  with a copy of the report of a 
Committee which had been appointed to go into &e Shipping Do 
partrnent, Andarnam and would like to know the action taken by 
Government on the recornmenciatione contained therein. In 
their opinion, the increase in the passenger t d i c  may not be of r 
permanent nature and it is,thercfore, necessary for the M i n k y  to 
explore avenues of increasing the goods traffic. They tmst that 3 Government will take all s tep  necessary to push up the e of timber. 

The Committee undetstaad that the main object of the schanc for the 
supply of consumer and other awee in Andamana is to rmpply f d -  
grains to cornurnera at 'no profit and no losa bask'. Thep, t h d o r ~ ,  
trust that tke Adrninirrration will not loae sight of this in its 
to cut down losses. 





81 117 Information 4 Broadcasting The Committee understand from Audit that the clerks worked as Assis- 
m t s  for about 22 months. If so, the Committee feel that the proper 
course for the Ministry was to have sought the concurrence of the 
Ministry of Home Affairs in time. They trust that the prescribed 
procedure will not be violated in such cases in future. 

Do. 

Do. 

Do. 

Do. 

The Committee desired to be furnished with a note stating whether any 
irregularity had been detected and brought to the notice of Government 
as a result of physical verification of consumable stores at A.I.R. 
Stations, Hyderabad and Aurmgabad. This note is still awaited. 

The Committee would like to recall their observations made in para 193 
of their Seventh Report (Second Lok Sabha) that even after allowing 
for expenditure on external services, the overall loss incurfed on the 
working of A.I.R. is on the high side. In fact, it is continuously in- 
creasing. They, therefore, desire that the Ministry should explore 
all possibilities with a view to reducing the losses and report to the 
Committee the result of their efforts. 

They also desire that early steps should be taken to grade the radio 
licence fee according to the price of a set. 

The Committee would Like to be informed of the outcome of rhe pro- 
to discontinue some of the journals and the extent to which it 

rcsulted in the reduction of loss on radio publications. 

Thc Committee note that the P. & T. Department was not willing to 
entrust mponaibilities to provide a 'home service' to radio holdem 



Do. 
. - 

All Ministries 

87 123 Irrigation end P o w  

to postmen who had also felt that it was not a pan of their regular 
duties. They trust that the A.I.R. will think of o t h a  methods in con- 
nection with the anti-piraq campaign. One method would be to 
warn the defaulters that if they did not make payment within a period 
of three months, they would be liable to pay an amount of penalty in 
additicm to the licence fee due from them. 

(1) The Comtninet daire that the disciplinary action against the supervi- 
lory officers concerned should be expedited. 

(ii) The Cornmime also desire that necessaq instructions may be issued 
to all concerned impressing upon them the need for conducting the 
checlrr prescribed in the Central Treasury Rules and the C.P.W.A. 
Code regularly. 

The Committee understand that out of the machinery worth Rs. 
mores procured for earth-moving operarions ar the Hir~kui  b&! 
Project, machinery to thc extent of Rs. 2.80 mores u ~ s  imported. 
Apparently due attention was not bestowed at the time of i m ~ o r t k g  
from abroad different types of machines for doing identical opera- 
t ions. 

The Committee are surprised to note that fun& we* provided for twice 
(on the same count) under two different grants. This indicates lack 
of co-ordination bctwcen the Ministries and perfunctory scrutiny of 
the budget proposals in the Ministry of Finance. 

Ik, 125 Labour and Employmmt The Committee consider it unfortunate that legal implications of sur- 
tender of a portion of land and its subsequent requisition were not 

Defence appreciated by the Ministries concerned. 



Po 126 Labour and Employment (i) The Ministries should invariably place before the Committee 
complete information available with them including the latest develop 

All Ministries ments in respect of every case that is under examination of the 
Committee in order to enable them to come to correct conclusions. 

Do. (ii) The Committee would also add in this amnection that wher-ever 
and Audit para affecting any action on the part of a State Government 
came up before them, the Ministry conarned should invariably 
contact the State Government concerned and obtain the latest in- 
formation and their views in the matter. 

Labur and Employment. (iii) The Committee trust that Government in consultation with the 
West Bengal Government will decide the question of acquiring the 
land on which permanent structures have been constructed to meet 

r 
the requirements of the Industrial Training Institute at Calcutta to 
their best advantage. 

Law The Committee feel that on the point whabcr a private contractor who 
entered into contract with Government could be covered by the ex- 
pression "any other authority" occurring in Artick 149 of the Conmi- 
tution and a law enacted to enable the Comptroller and Auditor 
General of India to have access to and examine the records of an indi- 
vidual, the Miistry would be well advised to take the opinion and 
advice of the Attorney General. 

The Committee do not share the misgivings of the Ministry that if a law 
was made for renegotiation of con-, the contractom might either 
*fuse to deal with Govemmnt or take cafe to inflate their rates m d  



L a w  

W.H. & S. 

93 129 W.H. & S. 

95 131 Do. 

casts to a law extent and manipulate their accounts with a view to 
ensuring that they did not lose high profits even if action was taken 
under such law and that reputable finas might regard the powers 
as introducing an element of uncertainty in their calculations. Such 
a legislation in America has certainly not led to the dk~ppt!~rtUKt? of 
good contractors then. The Committee desire to point out in this 
connection that the su stion to promote such a Iegislatim is not in- r tended to put any cur on the legitimate profits of the contractors 
dealing with the Government but to safeguard the financial interests of 
Government so that their funds a n  not defrauded either through the 
dishonesty of corrupt afficera or undesirable contractors. 

The Committee understand that the general mnditions of contracts are 
under revision in consultation with the Miistry of Law and the revised 
condition8 are expected to be finalised after some time. The -ittee 
should be informed of the pmgrcrrq made in the matter. 

The Committee would like to know whether a particular firm recom- 
mended for being bIacklistcd by a Stare Public Amunts Committee 

r 
has been blacklisted by the Cehtral Government. 

The Committee consider it necessary that there should be uniformity 
of action and practice with regard to putting conuactors on the blacklist. 
'They trust that Government will take necxssary action to carry it out. 

The C~mmittce feel that the losa of cash book is a serious matter 
and efforts should be made afksh to fix responsibility for the 
loss, They would like to be Informed of the action Eskcn in the 
matter in due counc. 

The Committee consider that auch disregard of rules aa is involved 
in drawal of advance of Re. 10,000 for the purchase of a motor 



car and retaining the same for nearly tm  months by a senior officer, 
who should set an example of conduct for others, called for more 
sevue action. 

S.R. h C.A. 

Do. 

The ceiling limits for mocking stores in the Photo Litho !kctiom 
have not been fixed. Tne Committee desire that this matter 
&odd be expedited. 

The Committee note that the question regarding the continued exis- 
tence of the National Research Development Corporation as a 
reparate Corporation for developing the processes and inven- 
tion, and in assessing their commercial potentialities in the light 
of the observations of the Committee, was under the consideration 
of Government. They desire that a decision in &e matter should 
be apedited and the same communicated to them. 

The Committee are not satisfied with the teasons advanced by the 
Ministry for not placing the Council on a statutory basis. A 
number of autonomous bodies have been set up by Government 
in the recent past whose functions have been embodied in the Acts 

ed by Parliament. The contention that being a statutory 
y, the flexible development of the C.S. & I.R. would be impeded G 

b, in the opinion of the Committee, hardly convincing. They 
would, t hedo  We to reiterate their earlier recommendatiop 
gmcie in t ~ .  &, 





Do. 

The Gmdtta desire that all the project authorities should under- 
take an early stock verification of stores in their custody and ensure 
their propa accounting. They would also like to be informed 
of imp~~~emente effected in the storage of material in the three 
projects and also measures adopted by the Hindustan Steel Limited 
to ensure s a f q  of stores during transit. 

The Committee are not satistied with the explanation of Ministry 
that Indian Engineers were freely associated with the working 
of the three plants and real handicap was the shortage of com- 
petent technical graduates in the country, and trust that Govem- 
mcnt would take all possible steps to train properly sufficient num- 
ber of Indian personnel so that they could take over the technical 
control as early as possible and the changeover is smooth. In 

I 
this connection t h y  would also refer to the recommendations of 
the Estimates Committee contained in para 271 of their Thirty- 
third Report (Second Lok Sabha). 

The Commina are glad to note that it has been @ble to reduce 
the losses in collieno, as a result of implementation ofthe recom- 
mendations of the Technical Committee. They would, however, 
impress on Government to continue their efforts to bring down 
the losses to the minimum possible and also examine at the ap- 
propriate time the desirability of closing down the mines instead 
of incurring perpetual losses. 

The Cclanmittee undefsfimd that in the process of mining coal and 
when aml is hewn or transported, much of the coal is red- 



tP *y bits a d  dust which are mostly allowed to go wastc. 
Thcg lam that in most of the Western countries epaiaUy in 
France this waste material is briquettad and utilised for various 
purpoeecl. They are of opinion that in the context of the considera- 
ble advance made by other countries in the utilisation of these 
products which otherwise to waste, the difliculties apprehended 
m the collection of dust an f' slack coal may not be insurmountable. 
They understand that the Forcst Research Institute has also 
conducted some experiments in this connection for finding out 
an efficient and economical binder. They, therefore, desire that 
this question should be investigated further by the Minisuy, if 
nectss9ry, in consultation with the Forest Research Institute, and 
the commercial possibility of briquettes of coal waste should be 
examined. 

1- 14 Tnmnpon & Comrnunica- The Committee are of the view that while permitting the club to withdraw 
tfons (Deptt. of Cornmu- the money from the Addent Reserve Fund, Government should 
nicatisu and Civil Avh- have inoistcd on the other 3 aircraft also b-ing ivsured. They trust 
don). that in future the rules in this behalf would be stridv enforced. 

Do. The Committee view with great concern the increasing trend in doubt- 
ful debts of the Air India International Corporation They would 
urge that the Corporation should give its most serious consideration 
to this aspect and devise suitable remedial measures to improve the 
situation. 

Do. The Committee regret to note that although more than 5 years have 
passed since the establishment of the A.I.I.C., the regulations in reo- 
pea of the terms and conditions of service of officers and employees 
of the Corporation have not yet been finalised. They desire that the 
Corporation should investigate into the case where concessions in 



T.A. , D.A., leave salary, etc., were allowed to the employees out- 
ride the scope of the 'old' rules and fix responsibility for these irregular 
payments. 

108 145 hhis t ry  of Transport & As the forward dollar contracts for the purchaw of two Super-Conwclla- 
Communicaticms (De- tions ctc. could be renewed each mqnth or terminated, the Comaittee 
partrnent of Transport) fccl t h n  had the necessity for their cmtinusnce been reviewed f r m ~  

time to time particul ~ r l y  whe? thc exchmg 2 positim had co lsi let- 
ably improved the loss of nearly Rs. 4 lakhs suffered in this case could 
have been avoided. T h i ~  is clearly bmle out by the fa5  that in 
April, 1953 (just 2 months.after thls exlier decision to keep gktg  the 
old forward dollar contracts) Government approved the sugp t ian  
from the Company not to enter into similar contracts for new p u r c h s ~  
as the dollarjsterling p3itioa had improved considerably since June, 
1952. 

Do. 

Do. 

The C h d t t e c  would like to point out that the delay in the coastructim 
of ships in the Hindustan Shipya-d was not mly d ~ e  LO undx-e ; t i ~ ~ t i > n  
of time by their t eck icd  Advisers but a!so dae to defxts in th: pla;~s 
and dcsig.s of the ships which wuld not be detected befare th: wxk 
had made subnantial p r o p s .  The Committee trust that with the 
change in the technical supervision and direction, the Hindustan 
Shipyard will reach better standards of effici-my. 

The Committee understand from Audit th'lt the performame of the 
Shipyard in rcspea of cost control had so far bem very disappoiilting 
The Committee vicw with concern the continuous l o s s  disclosed in 
the working of the Shipyard which is in the seventh year of its working 



Do. 

Do. 

They consider that in order to check this trend early mm- 
should be taken to reduce over-heads and to step up p.roduct1011. 
With this end in view the Committee would invlte attention to the 
recomrncndation in para 235 of their Seventh Report (second Lok 
Sabha) for introducing effective methods of cost control by laying 
down norms for each item of work so that deviations in perforniaace 
could be spotted immediately and remedial mesures taken p m p t b .  
In order to assess the efficiency of the  ork king of each section of the 
industry, it is ncassary that an improved system of technical cost 
accounting should be evolved which would take into account the special 
needs and features of the ship-tuilding industry. As accurate esti- 
mating is a necessary concomitant of effective cost control, the Com- 
mittec recommend that the Shipyard should take early steps to  es- 
tablish an efficient estimating department manned by specially-trained 
staff. 

(ii) The Committce would like to be informed of the measures taken 8 
to reduce overhead charges and to augment production and the re- _ c. 
sults ach~eved therefrom. 

The Committee are concerned at the size of the subsidis paid by Go- 
vernment to the Hindustan Shipysrd (which on average comes to 
about 24% of the cost). They dwire that serious attention should 
be paid to bring down the cost of construction and thus reduce the 
subsidy gradually. 

The Committce would urge that unwanted stores should be cleared 
quickly by the Hindustan Shipyard in order. to reduce storage and 
maw tenance charges. 



183 19' Ministry sf Transport & (i) The Cmmmittcc would likc that the q w t i m  of the responSibility 
Gmmunicrrticrns (De d thc Technical Conwlta?tq of the HindWan Shiovard for the de- 
partment of 'rmnspcwt) fectr in the vc.se~ <:2ndamans' should Le finalised quickly and t h e  

msdt intimated to them. 
( i i )  The Cfimmittee would also await the result of the investigation by 

the Erquiq Committee to the defectc noticed in the C m t d  Ex- 
cix: Iaunch (IT.(:. 123) and Calcutta Port (hmmissimem' Suivcy 
V ~ s ~ e l  (v.C:. 125). 

VE'. 11.5: S. While the Chmmittee appreciate that certain time-lag is inevitable 
ktween the uctwl recovery of current mts and their adjustmat 
in the accounts they do not wc why heat7 amounn relating to e 8 f k  
yeanr should rtill be cvutstancling. They m p t  to observe that despite 
their m m n d a t i c m  in para 33 of their Fifteenth Repon vis., that 
special measures should be devised to liquidate these heaw out- 
nandings, the position is still disquieting. The Estate Officer s h o d  
p r  up hin mechincry and expedite the clearance of the old out- 
smdings. The (kmmittee should be informed of the steps taken 
in I he matter ti>' the time they take up examination of the Accounts 
for the rcxt year. 

Do. l 'hc Comrnittcc wcn: not Satisfied with the explanation of the Ministry 
for the r*m-settin up of laboratory by the I.S.D. They could not P ~ t e  why it took our yesun for the I.S.D. to decide about the setting 
of its I wn iilboratclry. It was alSO obvious that there was no justi- 
fimion for having cxntinucd the firm of Consuitants for a period 
of four years fnun 1st April, 1952 on p a p e n t  of enhaaced fees, 



Do. 

thc rcsponsihility for which lay squsrely 01 the D.G., I.S.D. It 
is mpttablc rhat rhc R.G., I.S.D. continued in his own way till 
1956 despite repeated audit ohiec?ions in r953 and 1954. The Corn- 
mittcc would like the matter rtr be investigated funher and a repart 
furnished ftr thcm. 

Thc (hmmittct regret t o  oirwrvc th3t vdriuus diffizulties since then 
cil9c'wcrcd by the Hindwan Htru~ing Factory Limited are rather 
hchtcd. Ihty trust that borh the hihist y and the Compmy would 
cxplurr thc psibtltttcs of ovcrcwming the difficulties, technical 
and psychologid, and t ~ k e  s tep  t , ~  work the facton. to its fdl cap&- 
cxy.  

Ihc ( a i t t c e  wc UU ltkc ro pint out that with the producrim of the 
Hindustan tiowing Factory Ming for short of expcctrtitru the ts- 
tahlrshmcnt chargts should be rwicwcd and effective steps taken to 
brmg thcm down to a Icwl correlated with thc buoLreslr of the 
famry. 



1r8 157 W.H. & S. The Cornmince rcgrct to mate that statement of the M i u k y  that the 
transactions referred to in this para never came to the mioe of the 
Govcrnmart Dircam was not borne out by the faas as set forth 
in ~ub-para (iii) of para 48 of the Audit Report wherein it had been 
elc~rly stetcd that the purchsse of stores u.as approved by the hard 
of  1)itector r(in which <iovemrncnt had representation It is 
thcrcfm apparen l that the Government fe$wc!mttsti~ on tk Board 
of Directors of thc Company did not filfil their pan in safeguarding 
the intcrcst of Government which is rcgmtable. 

l'hc Committee understand that thc private firm of partners still owe 
some amount to (isvernmcnt. At thc same time there are nbo certain 
uwntcr-claina prcfcrred hy the firm. The Committee d e s k  that all 
dnimns by (itwcmmcnt and u)untcr-claim s by the private firm shoud 
bc subjc~rcd to scrutiny by Audit before final settlement is made. 

'The dwqucrcd c;ire?r of t hc uncfcrtaking which had caused considerable 
ICW to thc (;iwornment ur cvcry stage since its inception is a sad 
cmmmtntary c\n thc manner in which the whole pmject had becn planned 
and cxccurcd. 'I'hc C:ommitt~~ trust that Ckwcmnlcnt wiH benefit 
by their cxpcrirn~. in this case. 

I%c Ctanmltrcc fin11 I r  cf~flicult to acvc'p thc plea of the hiinistry that 
rtic origuliil cstlnutc framcd by the architcct for the Arhoka Hotel 
buildmg ~ndicrtcd only lump sum figurcs for filling in foundations and 
t hc then manqemcnt did not imagine that the P.W.D. and the GOV- 
crnmnt Hulec wvuld haw2 to be followed by the Architect employed 
In this wvrk. A\ pymcnts majc  should always be on the basis of 



Do. 

actual work cxccuted, in m y  system of accounts w ~ t h  the name, dlrt 
attention should ham been paid to this fundamental rcqui-t. The 
Committee. t hcrtfim., feel that thcrc was hardly any justfieation for 
nuking payments without masurcmenrs and allowing S g k r  special 
races for work. In their opinion, thc matter calls for further investi- 
gdt  ion. # 

U'l~tlc thc (imrnirrcc &I not w ~ h  to br. pcssirnistic about the venture, 
rhcy wcdJ hkc to cdurwn the .fiinisfry that unless proper care is taken 
tu rm m:c,\c t h e  finiulc~nl uorkmg of thc Hotel and to rcdue  its high 

8 
I cstdt) 1 4 m ~ ' n t  i t  might ix Jltficult to make it a succgsfulc~m- 

mcrc~+I wnturt. They [rut! that both the Ministry and the manage- 
mcnt d the hshuki 1 L w l  w~ll  address themselves to this earnestly. 

'I'hr Ci~nlm~ttcc fclt th.11 on tllc rrndopy of the procedure adopted in respect 
of transimiom of I.S.11.. bndtm,  it is tksirabk that similar ha& 
j~ilrly s t a t c m o t ~  of in which Iowcst tenders were not acapted 
by thc I.S.M.. Wirshirrgtan should, be submitted to Parliament. Thcy 
trust that 1 hc ,%crct;rry, Ministry of Work$, Housing and Supply will 
rakc early action to ~mplcrnrnt this suggestion. 

Do. Thc Gbmmitrce arc surprised to learn that dcspite the fact that the 
irregularity n~mmittcd by him in the m.c under rcfercnce had been 



brought to the notice of the Ministry m 11th July, 1955, the Assistant 
concerned had been sent on deputation to a h i g k  post on 6th 
August, 1935. Thcy also understand thet no note of the adminis- 
tration of warnin8 to the official had bccn k p t  in his character roll. 
The Chmmittce do not connider mining as an adequate punishment 
in this case. 

U'. I i .  & S. The Cornmitt~c rcgrct to o k r v c  that the action to fix the final price of 
mad mllcrs and to r e w s c r  the J i f i ? rmc  in c a t  fmm the various 
indentors has bccn umsidetably &ia!.cd. 'The). trust that this matter 
will be final1sc.d bcforc they next cxaminc the  account^ da t ing  to the 

t 25  16% I k p ~ m f n t  of Atomic Thr c:cmimittcu: arc not satisfic'J with the rearms given tor the changes 6 
Energy. in syccifiwtion. These had the cfic~r of inmasing the cost to nearly 

Joublc the originill cstimrrtc. Such large scale revisions in the plan 
and spccificntions of a work, epiln from leading to considerable extra 
cxp~ncliturc. dcfcat thc purpow of obtaining tenden. Nor were 
th t  chanp:~ ncu.x~iratc.d on grounds which the authorities were not 
ilwarc of ~rritially. Tlrc ~:r)rnrnittcc amsider thar such action on the 
part of rhc Conipn]; 1 3 ~  prcwiJing an am-miry in the shape of extra 
3c~jrnmtdilticrn without acldititmIl rent was tantamount to subsidising 
tkc r M i ~ ~ r s  indirraly. Thc? would urpc thar the rent charged in this 
c&c s h t ~ ~ l J  not tx trcatcJ ah a prcc-dcnt for Jacrrnining house rent 
when xctmlrnod;itic~n is prm.idccf in cx~rs.. of the scde. They cannot 
alsll hclp imling thu  thc Accounts D c p a r t m t  of the Company 
f.rikJ In irs duty tc- wrut~ni.;c the effect of the incrcase in cast on the 
sr.miard rmt.  They trust that suitable remedial s t e p  will be t a b  
to  ttghtcn the scrutiny hy that nqr;lnment. 






