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Volume Il-Appendtees 

Page ( i ) .  Itcm 
Pagc ( i l ) ,  Item 

Itcm 
Itcm 
1tc.m 
Itrm 
It vm 
Itt m 

Poue ( I \ * ) .  Item 
Itrm 

111, llnr 1, do let^ '1' ufter '(Department'. 
XVI. I nc 1 ,  for 'f om' read Yrom'. 
XX, lint. 1, for Yom' rend 'from'. 
XXV, line 3. for 'up rntion' read 'operation'. 
XXVI, l ~ n c  3, for 'Pet I'  read 'Patel'. 
XXIX. Imr. I ,  for 'th' read 'the'. 
XXX, I i n c  3. for 'qurnr' read 'qurn~ne, 
XXXII. Irnt, 2. for Yh' read '7th' and fm 'r garding' 
rcati 'rvgardmg' 

XI.1. Imp 2. d c l d e  onr 'thv'. 
XLIV, lrnr 2. for 'RUWPV of Indm-' lead 'Surrey of 
Inclra' 
1.11, lmc 1 ,  for '1kr.n' read 'taken' 
LVII. linc 2. for %\I k' read 'Bulk' 

Page 5 ,  col 4 Irnc- 1-2  for 'advcntape' read 'advantage'. 
linr 13, for 'unconsctounable' read 'unc~lximable'. 

Pew 6. Ilvm 7, col 4, tine 2. Insert 'to' bt*fare 'cater'. 
P~lgi. 7. Itcm 8, ml 6. hnt. I ,  drtctt" ' " '.' 

Pagr 10, col 5. l lne  3. for 'note' read 'notes'. 

Page 17, col 5, line 1. for 'considwatiion' read 'ccmddcmtian'. 
Item 21, col 4, lrnc 11. delete '.' aftor 'quite'. 

Page 18, 1rr.m 22, ool 4. line IS, lot 'fares' reud Yam'. 
Page 20. Itcm 26. col. 3. Inr 'Do' read 'External Mrtrs'. 

Item 28. $01. 4. l i n e  3-1, for Commisioner' read Tan- 
nuwion~r' .  

Page 3, Item 34, col. 4. line I .  delrtc ','. 
lines 14-15. fr f l  'Supplcmtry' mad '8uP 

plcmcntr ry'. 
wl. 5, linc 8, jot ' lhnomc' 7aod .drORw~nk'. 

Prle 25, csl. 4, line 1 ,  delrte ',' 
lint- 14. delletc hat' 



Page 38, Item 38, col. 4, lines 1-2, for 'whethere' read 'whether' 
Page 43, Item 67, col. 5, line 7, jot 'situtation' read 'situation'. 
Page 69, col. 5, lines 5-6, for 'licence' read 'licence' 
Page 75, col. 4, line 11. for 'to' read We' 

Item 112-4 col. 4, line 5, for 'keep in tract of the extrainees 
read 'keepmg track of the ex- 

trainees' 
Page 76, Item 113. Para 265. col. 4, line 6. delete ':' 
Page 79, col. 5, lines 5-6, for 'conceren' rcad 'concerned' 
Page 83, Itcm 125, col. 4, line 3, delete ',' 
Page 86, col. 4, line 6, insert 'to' after 'view' 
Page 92, Item 137, col. 4, line 8, for 'schedule' read 'schedules' 
Page 93, col. 5, llne 7 from bottom, rnsetl 'of' after 'completion' 
Page 94, col. 5, line 3, for 'Actually' reud 'actually' 

line 7, for '1594' wad '1954' 
h e  16, for 'actuality' scad 'actually' 

Page 96. col. 5, h e  18. for ';' read ':' 

Page 101, Item 143, rol. 4, Imi. 14. for '1rregular1r5' rend 'irregu- 
l a r ~  ties' 

line 17, for 'As' rrad 'At' 
Page 103, col. 4. Irnib 10, for 'Gowrnmtm' rand 'Cov~*r~lrnc~nt' 
Page 104, col. 4. (1 )  line 2. for 'mtroducc' rtwi 'crttrotlrmt~cd 

Page 111. Itcm lf&-col. 4 lmc 3, jot 'gt.1' rend 'got' 
Page 113. Item 164, col. 4, llnc 7. for 'a' rcnd 'an' 
Page 114. Item 165. col. 2, for 2 4 '  read '249' 
Page 116, col. 5. h e  7, delete 'as' 
Page 120, Item 179, col. 4, line 5, for 'served' read 'wrve' 
Ppge 121, col. 6, line 2, for 'punishhmcnt' read 9un:shment' 
Page 123, eol. 4 h e  1, for I,' rend '.' a f t h  the word 'grant' 
Page 130, Itcm 184, col. 4, linc 7 of ( I ) ,  for 'pare' rear1 'paras' 
Page 131, col. 5, linc 2 from the bottom, dclete ' " "  
Page 149, line 1 ,  fw ?I e' read 'the' 
Page 151. line 3 from bottom for 'Tkparrtmcnt' rend '1)tpartrnmt' 
Page 152, footnote ( 1 1 1 ) .  for 'rxp nditurc' read 'c'xpf~nd~turr' 
Page 156, col. 3, I ~ n e  5, for '~n '  rcad 'is' 
Page 157, Itcrn 3. cal. 5, lme 1. for 'A' tead 'As' 
Page 1% last  fin^, jor 'antctrr?sr,' rcad 'interc%tC 
Page 167, line 3. for 'Maim,' read 'Aff81rs)' 

liw 8, for 'involivng' read "Invalving' 
Page 172 Item (iv), line 8, fur 'knwaing' wad 'knowing' 



Page 175, 

Pagc 176. 

Page 178, 
Page 186. 

line 11, for 'Administraton' read 'Adminjstrafion' 
line 18, lor ,'collector' read 'Collectot' end for 'initimted' 

read 'Intunated' 
Para 9, line 6, for 'Do' read 'also' 

l ine,  9 fw 'Adminatratom on 19-9-135' r d  
~dminirtratora on 19-9-55' 

8 

line 12, jot 'proposal' vead 'proposals' 
Para 4, linr 2, for 'applicanb' read 'applicant's' 
line 7, f w  'Administraion' read 'Administration' 
line 8.  from bottom, for 'director' wad 'directors' 
para 1 ,  line 11 ,  for 'abov' read 'above' 
line 14, fo l  'solved to bc regranled' read 'resolvcbd to be 
gran ttd' 

Pagc 188, line 25, for 'Dirwto' read 'Director' 
Page 195. 
Page 2Q6, 
Page 222, 

Page 223. 

Page 2-34. 
Page 226, 

Page 227. 

Page 230, 
Page 292, 
Page 234, 
Page 237, 
Page 239. 

line 19, f m  "matrial' read 'material' 
line 5, for ',' after 'work' read '.' 
line 6, for 'div~ded' read 'dividmd' 
l ~ n f  13, for 'Palkcitan' read 'Paktstan' 
Ilnc. 15. or ' ' a tw 'Fund' read 'durmg 1957-58 The Director 

of Xudki, b d .  
l m t  ime, for '(Rska)' wad ' [ S a k a ) '  
para 1. l ~ n c  10, for ' F A  C '  rcad 'P A C' 
para 3, lme 1 ,  l o r  +Faundary' rerd 'Foundry' 
para 4. Line 1. f o r  'A$' read 'At' 
Item 14. lint- 2. insrrt 'bc' after 'should' 
lrnp 3, for 'or' read 'of 
para 5. lme 3 from bottom. for 'rramns" read 'reow~" 

Ime 2, for 'Notes' read 'Note' 
last Itnr. fur 'dcheme' read 'schemes' 
Para 10, rub-pera 2, line 1. for 'therfrm' rmd rhtrrfrwn' 
line 14, lor 'dies' read 'docs' 
line 5, fnr 'para' read 'paras' 
para 1 ,  line 5. for 'of' before 'full' read 'or" 
para 2. i ~ n r  2. for 'nltcmar~ve' read 'alternatives' 

Page 241, para 2. 11nr 2 from hottom, far 'drspoacdt m d  'disposal' 
Page 2411, para 7. Iinr 7. f o r  '~ngtruction' rmd 'tnctrw'Lion~' 

para 0, llnc 7. 1nsc7t the followmg betwren was' and 'abut' 



November, 1957 the firm was informed that their representative l o u l d  meet 
the Heal* Secretary in his room on any date between 1st and 5th w m b e r ,  
1957. Thas letter was subsequently cancelled and the repmentatwe of the 
Bnn was asked to meet the Health Secretary on the 90th December, 1957. 

10. A summary suit bearing No. 638 of 1958 to evict the Arm from the 
depot premises leased to them has been filed in the City C~vi l  Court In the 
month of March. 1958, and writ of summons was also served on the ostensible 
partner. He, however. filed an appearance in the Court under protest den - 
mg that he was a partner m the firm. Later on in the month of April. 19l8. the Central Government pleader in the City Cwjl Court got the records of 
the Registrar of Firms searched. when rt  was not~ced that thcre were reqis- 
tratians of two firms in the name of the Dcfendants. After making enquiries' 

Page 250, para 2, line 1, for 'India' rend 'Indian' 
Page 259, para 4, linc 2 from bottom for 'budgettcd' rcad 'budgeted' 

para 6, h e  6, for 'as' read 'a' 
line 7, for 'Budgetting' read 'Budget ng' 

Page 260, para 2, line 2, for 'were' read 'was' 
Page 262, line 6. for  'Anti-malariaaperation' reod 'Anti-malaria 

opera:lons' 
Page 263, para 9, 11:lr 3, for mlnrra' rend 'rn1nt.s' 

para 10. lrnc 8 from bor!om, r ~ t . ~ ~ r t  'to' after 'sublwt' 
para 11, h e  1. for 'budgettcd' rcad 'budgctwi' 

line 10. far 'budgrtting' read 'budgeting' 
last line. for 'Sptembcr' read 'Sptcmber' 

Page 265, Item (ill) for 'Asam' rend 'Assam' 
for para '8' read '7' 

Page 266. para 9 ( 1 ) ,  lme 4. for mangcmmt' wad  'manag~ment* 
Page 267. para 11. l ~ n e  1. for 'attcnde11t.s' read   art en dent'^' 

para 13. line 1. for 'ul~lt ation' read 'uttlizatton' 
for " b u d g ~ t d  read 'budgrtcd 

last Irnc. fcrr 'budgcttm~' read 'budgctinp' 
Page 268. I t rm 5. cal 3. jnr 'dully' reod 'duly' 
Page 275. ltne 13. for 'authot-21t.v' read 'authoritv' 
Page 285. linc 1. for 'doles' ?cad 'dolces' 

Para 6 !me 6, for 'of  before 'work' read Yor' 
Pagc 2W3, fw para ' (VI)'  rend ' ( IV ) '  
Page 308. line 9. for 'dr~trubed' rend *dlnturbeds 
Page 301. linr 8. for 'Furbhtcr' rend 'Furthcr' 
Pwe S04, line 2, far 'perauant' rend 'pursuant' 
Page 807, ]me 1, for 'theol her' read 'the other' 
Pyc W. line 13. from bottom, delete ';' 
Rgc 310. last line, jm 'mvmlenb'  read 'ronvmicmt' 



Page 918, Iincu 1-2, for 'industrial' +ead 'Industrial'. 
Page 318, line 8, for 'mount' read 'amount'. 
Page 320, line 11, 'bu~dit. cat read 'buildings'. 
Page 322, iinc 5, for 'he' read 'the'. 
Page 324, para 1. line 1 ,  for 'Dvelopment' read 'Melopmmt'. 
Page 325, pora 6, line 3, fo+ 'booed' read "Anan&. 

pare 7, llne 4, j o t  'accoutns' read 'occounta' 
Page 326, linc 9, for 'Qf' read 'of' 
Page 327. lmr ,  7, f c i r .  '8'' ' rrad '80% ' 
Pahc 328, I t ,  nr t 3 ) .  l t m  4 fur 'durrrg' read 'during' 

Page 341, l l ~ w  .? jot 'Dkd read 'Dated' 
pala 3, 1ir1e 3. frjr 'propared' read 'prepered' 
para 4 .mc 3 ?r~r pwcvnt  age' read 'percentage' 

) t w  7 tor 'confirm' read 'conform' 

Page 3W, I t t m  7,  col. 3, 2rnc 3, f o r  '~nstaiemenla' read ' m r u ~ ~ t ~ '  

Page Sbl, last linc, !or 'cqulrt.' read 'rcpwm' & fur *r nad I!'. 
Pagc 965, Irne I ,  jar 'enfar' r@ad 'entail', 

Pngc* 3159, lor lttrrr 'XI' wad *X' 
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Officc Mcmnruuium from rhc Ministry of Finance (Dcppnmcnt 
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The Gmunittec h i e  that the case 
s h l d  be rcvicwccf in rh. light ot' 
rhc atxwc obscrviar~ons and a dctailcd 
m e  submrtrd to thcm. 

'Ttrc Chnmirrrc think thar thc prtwiu~ 
under ihusc zc l i ' r t r  : of the ( h t m  
( ~ ~ r o l  'I'CXIIICS (Mcr ,  t c j ~ H  con-  
t cmpla l~~ i  a gcrrcrd pcrm~rsion to 
911 p r c d u ~ ~ r i  i ~ l J  not 11 s l rc~t~ l  pcr- 
miscwa to ;r:t tndrvdul  r n t l l  trc W~LS 
dunc in the prarnt caw. 'I'hcy 
shard fhc doubt w of I hrlr pmtlrxc+ 
ror C~~rnrn~tccc u r d  dc-~rccl t t u t  a 
r r f m n ~ ~  sht~ulci hc made to rhc !kt 

A note hrrs been submined (Ap- No cornumt) 
pcndix IXXVII ,  Seventh 
Rcpon, Wwnc 11) 

A norc h;Lt h e n  submitred (Ap- 
pendix I ,  Seventh 
Hcyx,rr. Volume 11). 

Smrcment of the m e  along with 
the opinion of thc Attorney 
(icncml has k n  suhmitttd 
( AppcnJix IXSX,  -Seventh 
K c p a ,  Volume 11). 

Do. 





Millr by taking udur doen- 
mgc of the subsidy scheme had 
made considerable mfits which P though not i@y re undatrlc wtre 
morally unjurl. f z  war rn fsct to 
s0fquart.l the intcmt of the 
Public Exchtqucr in such eases that 
thc P A  C .  had rccaxnmendd in 
para po of the I y h Repon that 
suitable lcglshritm cmywwcrinp Go- 
vernment to mitw cunchdcj ma- 
ems to &QT m.wvcr)' of dunoru- 
tnMy tu-css~ut or un~'o~w:~ounilblr 
paymcntr by G~wtmmcnt. 'Ik 
Gmmrtrcc r#m to observe that no 
seiion hJ txcn takcn w far on rhu 
raanmmiiiluon. 

The Cornmime a~ 
$loci to note that the 
hiinistry has 
nired r b t  there=; 
k some n d t y  of 
ccroniination with 8 
view to avoid over- 
lupping and duplico- 
tion in the wotkb8 
of wious bwdr 
they desire to be 
rppriscd of the um- 
ctcte meesures taken 
by the hiinism in 

-I-- - -.- 







0 w Chnmmx The C ' m i r t c t  feel that rf the p u r p ~ e  
& 4 thc pampPtlcl mtitld '3m India, 

Snur hlarlte' wm to p v t  wmc u'ieful 
infixnution tn thc p p l e  n ~ n a r n d  
it sbdd hsve bcvn h u & t  u p t i ~ j o t c  
af tbc timc af reprint; othcrwuc 

- - - - . - - _ _  _ _____ 
regards the funds 

liven to State Governments, 
the propcr check on the ud- 
Iirration of funds ia exercised 
through the Accountant Oa 
ncrals conccrticd. 

a. The Khadi end Village In- 
dustries Commission has now 
nrcngthmtd irr audit staff for 
the purpose of audit of 
eccour~ts of diffcrcnt tmding 
operations cf the Shnrnis~ion 
and for the scrutiny of ac- 
counts of the diffcrcnt insti- 
tutions in so far as they relate 
to I c ~ n s  and grants sanctioned 
by the Ikxud:Comrnission. 
Ihc audit panics of the Com- 
mission have to tackle a heavy 
k k  lug of arrcarri. I t  is, how- 
cvcr, cxpmcrl that the audit 
of the akounts upto the year 
1956-57 will be completed 
hg thc cnd of March, 1959. 

7142 matter iq  under cxarnination The latest pasidon 
in the Ministry and the note may be intirnnted. 
to the Public Acwunrs Com- 
mlncc will be sent shortly. 





'me Cornrnlttcc note thar Govcmmcnt 
haw not only got nothing from the 
contracting firm in case of purchase 
of paper ( r c f c d  to in para 71 of thc 
15th Kcport) but their claim for loss 
sustained on account of the dsmagc 
by white ants crc. has also been 
dismissed by the arbitrators. They 
dqlorc thc m e t  in which this 
State 'rrading Scheme has bcm 
tumdlcd. 

The cl;lims of undivided Govcmmcnt 
of kngnl nnd Delhi AJminis~ration 
in c~mncction with thc schcrnc for 
the purchase and disrributitm of 
Standard Cloth which nre still out- 
standing, should be xttlcd without 
furxhcr delay and rhc scheme wound 
UP. 

5 6 - - - -  - _l___ll---- 

bers of the Public Accounts other old rtan t d -  
Committee. (A copy each of ing schema mry be 
the note is enclosed) (APT expedited. 
cndix XIX). 

'fhc recommendation has been No comment& 
noted. 

Thc position in regard to the The hest @h 
settlmcnt of the claims io as may be stated. 
fi,llt>ws : 

( I )  Rest B~ngal-'The West 
Hcngal Government were 
wkcd whether they could 
produce the audit certificate 
testifying to the correctness 
of the mount  due to them 
and if nor, steps would be 
takrn to appropriate the claim 
to Central Revenues. After 
several rcmindcrs that Go- 
vanmmt i n f o d  the Cat- 



tral Government by thdr 
lcttcr dated 30th May, 19 8 
that the matter is being 1 mi - 
cd into by the members of 
Applicdticm Committee end 
further infomacim will be 
curnrnunicatcd s soon as the 
report of the Gxnrnittee is re- 
ccivcd by thcm. No reply 
h a  yet bctn ~ c c i v e d  and the 
U'cst Hrngd Government is 
being reminded periodically. 

2. Delh Adminisnation.-The 
Iklhl Administration inti- 
mar& thc Ciovcrnment of 
India that thc records in res- 
pcc. of the Standard Cloth 

Tramwt tons arc not t raceable 
and as such they could not 
acc~pt the debit of Rs. 
2 7,115 rcpftscnting exccss ? o stamping fscs over credits, 
prrsxrf on to them. Thc matter 
was thcn rokcn up with Ac- 
cwuntant General, Central 
Hcvmucs who also have got 
no derailed figures of thesc 
tt-iinsnctim. However, the 
Accountant G t n e d ,  Cearral 
Hcvmua New Delhi ha in 
his lcttcr dated rgth August, 
1958 stated that the requisite --- - - ---- --- . -- ----- 



information is being called for 
from the Treasury Qmcer, 
Dclhi and will forward the 
aamc to the Govwnment i a s  
soon as it is received' by him. 
Further communication is 
awaited from him. 

14 38 Commerce& The rqmn of the Expert Committee A note has been submitted The Committee dc- 
hdwtry. on the Nahan Foundry together with (Appendix XX). sire to know h 

thc decisions of the Govcrnmmt far the recommend& 
t h e m  may be furnished to the tions of the ExpCrt 
Committee at an a r l y  date, as Ad hoc Committee 
the matter is pending for a long time. set up by Govt. to 

survey the menu- 
facturing mpacity 
of Nahan Foundry 
Ltd. have bean im- 
plemented. 

* 5 39 Do- Thc Gvnmittce of 1955-36 recorn- The National Inntmments (P) 
m a d c d  that t he activiticc of this Fac- Ltd. is already a manufactur- 
tory should be switched over from ing cenccm ;rq the repair work 
repair and mainrmancr- to that of a c m d t  utcs only about 5:L of the 
mimufaiturrng unit unkl proper cost total value of the annual pro- 
sclr~iulr irrg rrchniquc eic. should be duction of 1957-58. Repsirs 
i a t d u ~ d .  asking from sale of complicat- 

ed instruments have only 

The next Audit R t  
port on the wotking 
of the Factory snd 
the Audit Comments 
on its latest Balance 
Sheet and Annual 
Report may be awai- 
ted. 



to be done by the Company. 
T h c  value of manufactured 
products during the last three 
years as compared with the 
value of repair work is m 
follows :- 

(Value in in) 

1955- 1956- 1957- 
56 57 58 

Rs. R!3. Rs. 
Mnnufac- 
turC 13.14 21.14 28.45 

Repairs 1 . 1 1  1.63 1.56 

Total 14-23 23'07 30 .01  

rb 41 Do. Thc Committee tnwt that it shodd be (I] T h e w  capira producricm in Do. 
ible for the Narionnl I ~ t r u m c n t s  1957-58 is Rs. 4,145 as against 

E o r y  to bc run on mom eficlcnt R; 3,281 in 1956-57, Rs. 
ha by expandmg and divcrslfying 2,108 in 1955-56. 
iu production. They would like to 
aEamine the workmg of t hc Nnt imal (it9 Aft cr fimnat ion of the Com- 
Imtruments (1') Ltd., after it has any, acr ion to have a comp- 
campktd one year of its existmff. Err iind critical rcviear of old 

md ohscdae aqscts is nearing 
mmplct ion. Nrecaorq, dis- 
pro1 action ad1 be rakm 
dwnly. With the help of the 
r resentativc of I.T.I. Ban- 

ore, an Industrial Enginecr 7' 
mg Unit has been set up with - - - - 





ttc. M b- pr~~tlrrd fiam 
Small Scale and ancilliary 
units so that the existing ca- 
pacity in the shop may be 
convcaiently switched over to 
higher pdua iaa .  

(0) I* N u m h  of diiTcrer).t 
t v v s  of Pmsurr and Vacuum 
(iaugcs haw been delivered 
t o  Kaihvays, other deprt- 
m a t s  and tnde. 

(oi) Dedepment worR tm tm- 
vclling misawcopes. Iris 
Diaphragm, Bino-prism n- 
tachmart end LmlS hm been 
completed. 



S m t h  R w r  (Second to& Sabha) 

1 46 Bduanicm With a view to preventing recurrence The recommendation has been No cornme  
of such cases involving advance noted by the Ministries foz 

All Minisufca payments to private firms the compliance in future. 
(hrnmittcc would suggest that the 
a g r m r n t  should invariably con- 
tain 8 penalty clause and pavment 
d liquidated damages by the d t  
faulting firm by way of interest 
on the money advanced to it. 

Da The G w ~ m m c n t ,  it is understood, A r e p r ~ m t s t i v e  of the Mi* No commmtr. 
have fformcd a a,-ordinating Corn- of Information and Broad- 
minee mnsistinp of thc represen- -tine is being associetcd 
tatiws of the hiinistries of Educa- with these Committees oir., 
tion. Scientific Research, Canunu- Popular Literature Coma- 
nity I~cvclnpmcnt etc., to avoid ttet (formerly Folk Literature 
any ovcrlappinp in the field of Committee) formed in 
publication of literature intended 1954 and Children Literature 
for tlic benefit of children and neo- ckmunittec formed in Jan- 
htcratcs. 'Ihcy dcsirc that the uary, 1958. 
desirability of asociating the hli- 
nistr). of Information and Btoed- AS regards the question of 
casting with thiq ('ommittee may mtrusting the work coenec- 
be mnsidcrcd Further, the work ted with the production of 
~ m n c a c \ i  with thc prtduction of books for children and nco- Final decision in& 
books for ch~idmn and nm-liternta literates to a single agency matter may k 
m y  trc entrusted to o single agency the rccommmdatioa is am- commImirrmd. 



m 4 Do. 

to ensure cohesion and better per- der consideratiion of the 
formnnce. Government of India, 

The Committee cmph=ise the need The recommendation is under Find decision in the 
for doxr rwrdination bcrwecn the consideration of the Go- matter may be 
the various hiinistrics at the Cmuc vcmment of India. o~mfauniancd 
concerned with the publication of 
l i t m  we for the use of nco-literates, 
children and adults and the State 
Govunmcnts who were ultimately 
rtsporrsiblc for thc popularisotirrn 
of such Litmturc. 

Rc-appropriations rrhould not be In v i m  of the revised pattern No coammm. 
ma& a rcguhr fcaturc as inclusion of budgetary and financial 
of lum provision cvcry year dmlwxs control introduced with effect 
lack o ? p r o p  planning in rrdb'iancu from 20-8-1958, the defe- 
and also vithtcs the qudjtative pointed out by the Committee 
control over expenditure by Parlia- are c x m ~ e d  to be Largely 
rnent. elimimtcd. The remarks 

hnw, however, been noted 
for guidance. 

supplmcntnry grants The Ministries of Eduatim 
' S Y e c *  on the manner in ctc. hare noted it. 

which esiimPt~ totally unrcdistic 
u e  prexnttd to Yarlimcnt, quite, 
obliviow of the pmc~icrrl limitatism 
to cxecutioa. 



* 9 rlY Committee do not a predate the Noted for future guidance. R No COmmeMs. 
hfltirinl t)bkrt made out by the . inistry that 

t6e offiw concerned should not 
have rdunded any amount bccxuse 
by hh trcrvelhg by the luxury liner, 
Government were mved cxpcnscs 
of his enforced halt m routc which 
d d  have to be pajd if he 
hnd travelled by en ordinary liner. 
This in their opinion was an 
d k t h ~ g h t .  It is surprising that 
the ofRar did not know !hat the 
T. A. edmissible to the maid servant 
would be rutricted to the fare of the 
class entitled or the aaual fareo 
rrhichevtr waa l a .  

23 39 h. In the opinion of the Committee, if it Noted for future guidance. No comments. 
was in the public intwst for the 
06- to travel by the luxury liner 
the proper course would haw bccn 
for Govmmmt to accord mnction 
pctmining the Officer to travel by 
the luxury liner as a spedal case. 
Off-setting the saving in the fare of 
mridstrvrurt yainst the excessive 
expenditure kumd by thc Officer 
is nor only against the well-recog- 
d d  rtlnidudr of the fimacial 



Y bJ Do. (81 The Chdtte are of the opi- 
nion that enaptions in indi- 
vidual caaes in the matter of prant 
of outfit lllomn will create 
m impression of favouritism 
and rhould be discouraged. 

(4 In the p t a m t  m c c  the 
Committee arc of the view char wnsi- 
damg that the officers mncwned. 
W, at lenst partially, the benefit 
of the expenditure from the outfit 
IfJos~tace, the waiving of the rc- 
oovery of the entire sllowancc in 
arch of t hae  cases wru not justified. 

The existing orders describe No comments. 
in detail the manner in which 
rccmvery/ad~usment of outfit 
alloumct is to be made in 
various types of case. Nc- 
ccssity of writing off the 
whole mount is, therefore, 
not likely to arise in future. 

el h. The ~ommittce are not at all wisficd Replies from all State Govern- Note may be ug- 
with the progrclu of recoven. from mcnts have not yet been ditcd. See also para 
the evacuea fmm war ~trncs. rmcivcd. A separate note will 326 of the Report. 
They daire the Ministn, to cx.lrnlnc be whmitted as soon as the 
the whole issue with a v i m  tc, expc- rrtlutrcd information is collec- 
d i t i n ~  the rmvery of out\t;tnrhp ted. 
mounts and winding up the orgrrni- 
d o n  for c f f m i q  rceovcricc of 
.mounts advanced under the 4 m n c  
of uofrance both at the Ccntrc 
and in the States ru quickly ar 
poaible. 



73 Do. &fore purchasing furniture both new Nectxmry instructions have No comments. 
and for purpcwcs of replacement, the since becn issued. 
Fmbessies must satisfy themselves 
[hot the rules and regulations relat- 
ing thcmo are strictly adhered 
to. 

73 Do. The (hmmittec express the hope that The scientific pattern of fixa- No comments. 
the wkcd mtev for the payment tion of foreign allowances, 
of foreign allewancc have txtcn a r c -  it is hopcd meets the caution 
fully fixed for cnch station with full sounded in the recommenda- 
justification and would like to watch tions of the Public Accounts 
thc new amngcmcnb in actual Committee. 
working. T h e  Cornmince would 
like to reserve their comments on this 
m w c n t  pending further study 
of the details supplied and in the 
light of future cxperiencu. 

?6 Do. The Cmrnittec desire that the requi- The case regarding financial No comments. 
site information rcgadinp: the POWC~S of the High Cmmis- 
financial pcwcrs of the High C m -  sioncr for India in the U. K. 
rnisioner for India in the U. K. is still undn consideratioa. 
should k a p d i t e d .  

n Do. Tht <:ommittcc d ~ o u l d  be informed The procedure relating to en- No comments. 
nf thc dcikion rakrn by the Govcm- tenainment of foreign dig& 
ment tn the mcrttcr of mtcrtuinmcnt taries vkitinp India has since 
of f o r t i p  digniruics in private been rat ionalid and strearn- 
hoiucs. lined. 



) o h  The Ministry should frame a set of 
rules regarding cntcnainmcnt of 
p e t s  by the Govcrnmcnt of India 
and our rcprcscntational staff abroad 
so that the ~cpcncfiturc incurred 
thereon might be suhjcctd to 
scrutinv bv Audit nncf any possihiliry 
of misuse or imprqxr spending 
obviatd. 

$1 W m  The Cammittcc are not satisfied with the Ministry merely noting their 
shscntstbns. 'Ihty understand 
fnwn the Chrnp1rt)llcr and Auditor 
General ther action against the 
Offjcw conccmcd in this pmiculat 
cuc was king ~onsidercd by the 
Ministry in another mntcxt Iht 
Cmnrnittcc would likc to watch the 
pmgrcm 01 this m e .  

As regards entertainment by our No unnmentn. 
rcprescntatinnal staff abroad 
i r  is not ccwnomical to engage 
catcrcrs or entertain in hotels 
or rrstaurants for which only 
bills could be produced for 
scrutiny. In the interest 
of economy, bulk of the en- 
tcrtainmmt has to be done 
in the residence of the repre- 
scntatiod staff for which no 
bdis can b c p d u c e d .  It has 
thcrcf'ore been decided to 
allot a specified amount for 
en tcninmcnt in acrordance 
with the requlmncnu as- 
stssed by the Foreign Ser- 
vice Inspectors. Within 
that limit Cmccrs can draw 
cm this grant furnishing r 
cenificmctbt the amount 
druwn is not less than the 
amount actually spcnt. 

It has smcc bccn decided to No commau. 
revcn thc officer conctrntd 
to his parent service 



31.80 Bntn#1 I t  is erucndd that in the case of an d- Pursuant to the recommends- No comments. 
mkh W of r Ministry who was being tions of the Public Accounts 

cmriducd for re-anploymeat by C~)mmittce a suitable proce- 
mother MMstry, the former em- dure has already h e n  laid 
plofing Ministry should promptly down by the Government for 
tntorm the httv about the antece- guidance of the various Min- 
dentr of the officer os also the finan- istries. 
ad or other imple r i t im committed 
by him in his previous p y t  
tb fidlftatc decision rtpard~np 
hlr rumployment. 

S m 4  Rcport (Second Lok Sabha) 

An &nation of the financial result8 
of the appropriation accounts (Civil) 
of 1953-54 ~d 1954-55 have led the 
c h i m i n c e  irresistibly to the am- 
dusion that the standards of budg- 
eting durine the year under re- 
pn have, i n s t d  of improving, 
dcttrioratcd. There have been a 
large number of urcesscs savinpt. 
bjudicious surrenders and even 
non-udlisntion of funds obtained 
fm Parliament hy means of $up- 
pianentar). grants. The Commit- 
tee hrw in the p u t  repsatcdly 
W m t t d  thc over-optirnism of 

The Ministry of Finance (Dc No comments. 
partrnent ot Economic Affairs) 
have stated : " The observa- 
tions of the Committee have 
been noted and they have also 
becn brought to the notice of 
all conccrned in the Depart- 
ment of Economic Affairs for 
information and guidance.'' 

T h e  Ministry of Finance (De- 
partment of Expenditure) have 
stated : " The observationr 
of the C m i t t e c  have been 
noted and they have also been 





need hardly emphasize that a 
careful and revision of the 
mimates are ncnssary by the Mi- 
nistry of Finance before the for- 
mulation of the budget. Upon that 
Ministry rcsts the main rcsponsibi- 
liry of m r d i n a t i n g  Government 
policy in its financial aspects. The 
Committee have in the past rc- 
peatdly deptctated the tendency 
an the pan of the Dcpanmcnt 
prepwing the mimates to inflate 
them either intentionally or %q s 
rtsult of over-optimiqm. For 
this teaton the etimetes need to 
be c a ~ f u l l y  scrutinizcd, compared 
and apportioned according to mla- 
tivt imponmce of the serviccs and 
finally determined in the light of the 
tom1 ~ o u r c e s  that are either avail- 
able or proposed to he sflcnt by the 
G w m m m t .  Such steps must be 
t a k a  h c f m  a unified financial plan 
a n  be prcduccd. 

5 tqa) Phmmx The  Cmmirtee fctl that so long the par- 
tern of buifpainp is  as at prment o 
second check by the Ministry of 

of the scheme in question. 
No lump sum provision will be 
made uccpt  for minor works 
or for petty temporary estab- 

r lishments, Whcrc new rache- 
mcs arc planned and accepted 
in principle but for which the 
ncccssnry dctaih are not avail- 
able budget provision will be 
limitcd to the requirements 
for preliminary expenses only. 
T h e e  arrangements, it is 
hopcd. would bring about 
substantial improvement in 
budgeting in future". The Mi- 
nistn. of Finance (Department 
of Expenditure) have noted 
t hrsc rmmenda t ions .  

The Ministry of Finance [De- No ccunmcntm. 
partmcnt of Economic Affairs) 
have stated : " The obsma- 
t i m  of the Committee have 



dhure fr inevitable, ePpeciallv in 
the cax of lump sum granrs which 
arc not susce~tible of any scruriny 
in the f i a t  instance. This also 
m f i r m s  thc need for framing the 
budget minutes  on a mote realistic 
basis. 

The Cmmittcc arc pcrturkd over 
such a laqe numher of rases occur- 
ring in the Minimy of Finanm ittclf 
where thcrc havc bcm mnsiderable 
savings f m  the final p m t q .  They 
d d c r  it imperative that thc Mi- 
nistry of Finance should not scl an 
example in accurate budgtting 
far mhcr Minisfria to emulate. 

The Committee view with disfavour 
thc precticu of Govcmment mnkinp 
btg~ pmvisitm of funds in the 

i B u W  under " Lump pnwisim for 
r scheme under crmsidcration " 
i without chlking out the details 

ofthc schcmcs. They desire that \ . ~ c h  pmvikm in the hudgo d w d c l  
be avoided by the Ministries in 
funvt end thc details of the cxpcn- 
d i m  hvelved in pniculnr scheme 

' should rlwaya be shown in the 
i erdmrm. The Cummittce would 
t reitmu theoft T* --an- dadon mdc by t dr pmlcccssors 

been noted and they have also 
hem brought to the notice of 
all cnnccrncd in the Depart- 
mcnt of Economic Affairs 
for information nnJ guidance." 
'I'hc htinisrry of Finance 
(Dcpanmcnt of Expenditure) 
h a w  notcd these recornmen- 
Jat ions. 

Thc hiinistry of Finnnct (Dc- No comments. 
plrtmcnt of Ecxmomic Affairs) 
havc stated : ' T h e  observa- 
tions of the (kmmi t te  have 
bccn notid and they hnve also 
hccn brought to rhc nnticc of 
all concerned in the Ikpan- 
nrcnt of Economic Affiirs for 
infnrnlarjon and plitianc~ ". 
Thc hiinistq of Finance 
(IJcpartmcnt of Expenditure) 
have notcd these mwmmcn- 
ciation!!. 

The Ministry of Education 
hnvc n o t d  it. 



37 q t ' )  Communi- 
cations 
81 Civil 
Avintionl 
Finonccl 

All other 

that the Ministry of Finance should 
always a#t its f m  against lump 
sum prorisians. 

The Committee fed that it is the duty of 
the Administrative as well as of 
Finance Ministries to be reelistic in 
their utimatcs by benefiting 
from thcir past expcricncc ond 
taking into consideration their cap- 
dry to implement their devclop- 
mental pmgmnmcs. The Committee 
desire that Administretive hlin- 
istrim should not p e n t  unrealis- 
tic esdmatcs to the Ministry of 
Finance by pitching up the demands 
with sueicient margin to acann- 
modate the cum Likely to be im- 
pami by Finance. At the same 
time, the Finance Ministry should 
examine the demnnds in the light 
of cxpcnciinuc dating to the pre- 
vious ycm. 'Ihcy feel that the 
tmdency of the Administrative and 
E'uuurct Ministries to outwit each 
othcr in the nlpttcr of budgeting 
should be Ciurvumged. 

Thc Cnnmittce arc of the opinion that 
the Minisry of F i  rrboulci not 

The Ministry of Finance have No comments. 
n o t 4  it. 

The Department of Communi- 
cations and Civil Aviation has 
brought it to the notice of the 
attached and subordinate 
otficcs etc. under it. 

The Ministry of Finance (Dc- Se para 6q of tbc 
paruncnt of Expendim) have Report 



have surrendered their function< qubmittcd a note ( A p p c n d ~  q. 
to the administrative Alin~stry in 
the cast reiatmg to the purchase uf 
CJlanctr). bluld~ng of an Indian 
.Usstun abroad. 'I'hq fccl that thc 
wcrion should ha\ c bccn wc~*rdeJ 
by that Mirustry only alirr the) 

" wcre fully sa t~~t icd about rhe 
pornrs wdmg uhich c;rvca~s 
wcrc entcrd  by thcm m the wm- 
tbn.  

l i e a q  ouurandmp on account of I'he .$iinlstry of Finance (Dc- To be c o n s i d e d  by 
rtCt)vcry of ~anouf  taxes mi mcrvnc! prtmcnt of Revenue) have the Cornminet. 
discltw an unsrtrlrfxton starc 01' submittal m note.' 
affjirs. 'Ihc (hmm~rtcc frcl that u 
the progress in cffwt~ry: t h e e  4 
muvcrtclP hiis k n  FIOW md dis- 
~ ~ ~ u n g i n g .  In v~ew of thc mounting 
addmons to nutstandmg mounrs 
\car after t hc ya r ,  unl-3 the hlin- 
lnry inludrc u ~ o n  wlrh vigwr 
for mmvcnng the d u e ,  rhcrr iq c w n  
liivlihtroli of lorn of (;ovcmrnmt 
money with rltc p ~ g c ~  t imc. 
*Ihcy ,hould, thcrtftrc, $kc', thc 
.+tinistry to ctm.idcr m r n e s l l ~ t h ~ ~  
p r o h l ~ n d ~ r q r m  roJthe&i~rnm~ttrc 
the~casunro  propow to k. taken 1 0  
nalw the outstirnd~ngs cxpcdl- 
rialuly. ---- --- -- 



60 Finance I'hc ( i m i n m  thought that with thc The Ministry of Finance (De- See p r a  61 of the 
strengthening of the Inme-tax p a w e n t  af Rwcnue) have Report. 
1 ) t p l m t  the rotlmtivns would submitted a note (Appendix 
go up a* the na would hc casr more IV) widely. Thq  t r ~ t  that the nr- 
prtmcnt will nddm* itself t n  thi\ 
qumion of rsx evaqion and take 
nmmftr?, action. 

40 92 DO. The Committee arc utmblc to m r  thc A notc is still-awaited from the Note may be ape- 
arpument of the Minkdry that in Ministry'of Finance (Depart- dited. 
view of shorrapc'and uncertain market mcnt of konomic Affairs). 
conditionn. s t o m  wcrc retnincd at Y w the Aliporc Mint for future nm- 
sumption hut their original expcc- 
taticms went wrong and this resultfd 
in ~ ~ l i t t i c l n  of 'stom. 'T)rev 
fel that all this followed from 
hsphmrd planning nnd failure to 
kccp a check on incominp and out- 
going~ of n o m .  Thc 60nunittec 
zt- the nmi for the wrtkg up of a 
better machinery for regular stock 
vcrifirntion and disposal of stom. 

rh 41 9.1 ' I h c  ctuting mlo; ind the time s h e -  
dulc for pcridicsl physical veri- 
ficaxMn of store should Ix strictly 
@ i h c d  to urd ao rctraoticm in this 

Do. Do. 





Wrector of Audit, F.R.S.C.S. 
& M". 

104 Pinnncr 'I'hen has been a lapse on the part of The Ministry of Finance (De- No comments 
the H i ~ h  Cammission for India in parunent of Economic Afkh) 
Landon in resuming the payment of have noted it. 
pension in a m a i n  case without 
any authwisrtion from Audit 
which was normally required s p c  
cially when the pension was pnyablc 
In somc Indian treasury and not in 
the U.K. u 

0 

to6 Do. . ' 1 % ~  Ckmmittce arc anxious that Gov- 
ernment should pcrsuadc the Pa- 
kistan Grvcmmmt to arrive at an 
a v l y  ovcratl financiul ssnlcment 
(including rcnlcment of thc Parti- 
tion Debt amounting to Ks. 300 
mrcs  due to Lndia) with India as it 
has pending for more than lo 
years. 

The Ministry of Finance (De- The Committee 
partmcnt of Economic Mairs) would like to 
h;wc stated: watch further devel- 

opments. 
"Ever since the Secfetariat 

lcvel meeting of 1956 to 
prcpre the ground for the 
meeting of the Finance 
Ministers of the two coun- 
tries, there have been no 
developments. AS staled 
in reply to questions with 
Parliament, it has not yet 
bcen possibk to arrange 
a mccting of the Ministers." 



45 109 Do. Tht G%mmitttc arc not convinced 
c>f the i ~ \ t i f i a t i o n  ftlr thc spx131 
~ n s i i l w ~ t i o n  c.t~own t o  the cltf ic~r 
conctrncd in allowing him to acccpt 
a funhcr p y m m t  of K.;. 6,763'- 
f m  the C q b n  Govcmment to- 
wards reimbursement of additional 
in imnc- tx  that u-a psahlc  by him 
on acxtwnr of ('kylvn allowance. 
They fcxl that In the mrttcr of tax 
fiabtlity the tralcmmt to hC m c t d  
nut to all offims Jcputcrf for xnr iue  
under a forcipn Govcrnmcnt, under 
the Colombo Phn,  should be uni- 
firm. 'i'hcy t rwt  t t w  thcrr would 
be no cxxx9irrn fix the Cirmmitrcc 
in future to comment on such &T- 
cruninadon. 

$6 rro& Do. Keeping in view the spirrt of the Consti- 
111 tution regarding t u p ~ m l c y  of the 

Parlhmcnraq C h t n d  over F~nancc, 
the marrn rtht~rtg to the rqu lu r i~a -  
tion of apcncfiturc i n c u r d  nn s 
' new scmicc' without appnrvd of 
Parliun#?lt should tx further am- 
rnrncd in the light of thc wgpiticms 
made by thc Cimm~trcc  In l'rra 392 
of this Krpon, in consultation with 
the Attorney (irncril. 

47 113 Do. (13 T h e  Cmmminec do not i i i ~ t p t  the 
interpretation sought to  tx given 

The Mininry of Finance (De- No comments. 
panmrnt cd Economic Affairs) 
have noted it. 

T h e  Mininry of Finance (Dc- No commenn. 
p n m c n t  of Hcvenue) have - --- .- 

T h e  Ministry of Finance (Dc- To be considaad by 
panment of Economic Affairs) the Cornminee. 
have submitted a note.* 



by the Ministry to Section 4 of the 
W s w b  d Allow8100 of Ministers 
Act 1952 (Act 1958 of 1951) and the 
Sta r i a  nd Allow~ccs of Officers 
of P u U t  Act, I953 (Act 20 of 
1953) by virtue of which a Minister 
or uffi~m of ParliPraent receives (a) 
mt-fmc ecammadation consisting 
of a furaMhed residence, thc mainten- 
ancc of which are borne by 
Govanmart, and (b) free supply of 
dcaticity and water to the miden- 
CC. 

I 14 Rnurcc . (id The Cmnmince arc of the opinion 
thst the amendment to Seaion 7 of 
the Income-tax Act made in 1955 
is intended to cover not mcrdy the 
i~'Nal rental value of thc rent-free 
i xamada t ion  but also any con- 
ctssional recovery of rent. As such 
the valuation of rent-free residence 
at xo 9 ;  (d unfitmished) and 12 112 
3;, (if furnishd) on &ris under 
thc otccutive instruczions in the 
c-prre of 3iinLtm and certain other 
chgnitaries of thc Union Government 

stated : " The matatr has been 
rcgularised as desired by the 
Committee and the Income- 
tax Law has been amended by 
Section 1 2  of the Finance Act, 
1958, empowering the Central 
bud of Revenue to make 
rules for determining the value 
of any pquisite chargeable 
totaxin the manner and on' 
such a basis as they may con- 
sider proper and reesonabk. 
'I'hcy have also been authoriscd 
to give those rules rcttospec- 
tive dfcct from such date as 
theythinkfit. 'Ileserulesarc 
now being framed, and arc 
likcly to be finalised before the 
end of the current financid 
year. 



from the total income of the h h i -  
stas and other ciignitarics of the 
d u e  of warcr md clcr-tric~t?. sup- 
plied frcc to them in terms of the 
m i m t  Acm of I'arliamcnt, follow- 
ing thc ,oldJcxecut i\e mructions. 

h. 
a i q  not In xcorddncc wit thc) present 

8 13 Fjmua . (rii) 'Ihr cunclusicm thczcfcm, is her- 
capable thmt the crminucd applia- 
rion of thc cxccutivc instructions not 
in acxwnlanc. with the prtscnt lnw is 
not only rtsultlng in I- of m a u c  
tu thc Statc bur aLw is giving extra- 

benefit to a class of p p l e  which 
in not pmnissiblc in view 01 the pro- 
visions of Scction 60(3) of the In- 
u#nctaxAa. 

116 Finnncc . (to) In v i m  of what has been stared 
a h w ,  the Cimrttoc  dcarrc that 
Govcmrntnt should wmidcr the 
matter m dl its itspec.ts tidung rnto 
cunshkrahn thc cvmron exprcscd 
hy rhc 1-4 C~NUWA and reffularrsc 
rha m t r .  

@ I r 7 Finance . 'lhc Cummitux arc inliwmed tlwt the 
r d i s i l r ~ o n  of the dcmtlnds mixd by 

I - -_-- - -.- v --- > . 
G* 

'I'he W r y  of Finannce (Dc- Nocomment 
partment of Rweauc) have 
stated. ' '?k mncr has bear 
rtgulnrisd as desired by the 
Commmcc and the Income- 
car Law has bccn amended by 
.%.xion 12 of the Finance Act, 
1958 anpowaing the Central 
h a r d  of Revenue to make 
mks fm dctnminiog the 
value of ony perquisite char- 
gable to in the rnenntr 
and on such a basis BS they 
m y  cvnsider prga and re- 
i l~u~bk.  They haw also been 
.wthonsed to give those NLea 
r c t n s w ~ i v c  c&ct from 
such date aslchcy thinkpfit. 
'Ihcse dol nrc now being 
framed, and ore likely to be 
t i n d i d  W r c  the end of the 
~ u m t  finmcral year 

'L'lic Ministry of Finan~u (De- See para 6a of the 
panmcnt of Hcvenuc) have Report. - -- 



the Inzlbmc-lax Invmtigarion Chm- stated : "Aq stated in para- 
mission nE at thc end of I%hruan., ~ r a p h  4 of the Deparunmt's 
1957 sfcbcd zit 11s. 13 1 0  crorcs. 1x.t report dated the 8th my, 
'l'hcy ~ c w l d  like to k inforrncd of 1957 to  the P.A.C., in pur- 
the scttlcment of t h e e  outstanding suance of the opinion of the 
c ~ ~ s c s  which the Ministry hope to Attorney Cicncral that the 
~wmplcte by the middlc of 1958-59. scnlemcnts before the Income 

tax Investigation Commission 
could be considered as valid 
and binding contracts and are, 
therefore,enforceable, recovery 
proccdinps were initiated for 
the realisation of the Out- 
standing demands. These 
steps have, however been 
thwarted by certain assessees 
who have taken up court pro- 
d i n g s  challenging the vali- 
dity of settlements e n t d  
into after the 26th January, 
I g 50. One such ca..e has been 
argued bcforc the Supreme 
(:ourr recently and the judg- 
mcnr is ldiely to be 
shortly. Further action tobe  
taken in the matter of collec- 
tion of arrears will depend on 
the verdict of the Suprtme 
Court. 





Administration in either tracing 
the Iumees or their guarantors and 
making dforts to tccovcr the outstan- w. A p n  fmm the loss of prin- 
cipal, t he Rchabilitericm Finnnce 
A h i n i s m t i o n  have to pay interest 
to the Govmumnt of India at the 
mtc of 3 per ccnt on the money ad- 
vanced by it. In addition, the in- 
d d e n c ~  d ntablishment chorgm hns 
to he takm into Amwnt." 

33 IS Fimncc ( r n )  "Taking into accrwnt all r h a c  
factors, the Commirtce cxprcss their 

HehPhibtn- p w  mncern over thiq tfctcriom- 
tm Fiaurctl t h  in the re~xwa-y of loans (apart 
Admink=- from the inrerest). 'I 'hq w p p t  
ticm. that c'mwnuncnt should dcvisc 

suitable maasurcs tn conwitation 
with the W a t  Hengal C h v c m m r  
to rrtrievc thc l t s  as far a\ p ~ s s i -  
ble." 

54 8 17 h. . " Ihc Cimm~ttct. trust that it  wtlulJ 
k possible for thc Hchi\h~lit~tion 
I'inanc~ Adm~nktruritm to cnforcc 
rtcuvtxy of their crutstmding loan* 
in nqwct of Itwwes fmm Wcst 
W t m  who art holding wrificd 

The matter is under exarnim- See para 71 of the 8; tion and a note will be sub- Report. 
mitted to the Cmrnmittc as 
won RS pcmible. 

t'r note has been submitted Set para 66 of the 
(Appendix VI). Report. 



5s z z l l  Do. "Tbc f m s  ond figurer d 1 ) c W  in A note has been submitted Su pan 78 of the 
the account of the Hchabilitstion (Appendix IX). 
Finrnce Administration under re 

Rcporr. 

port atnpfy dlwrntc  that the pro- 
Mrm c t f  had anJ doubtful debts is 
lilply to asrnunc serious propor- 
PiQnr in thc near future. Thc Cum- 
minee tkm$ort, f d  thmt thc Rc- 
habilitatinn ~ i ~ n c e  Adminiztra- 
tion should give their most serious 
camida t ion  to t h s  aspect. As the 
Aduthsrratinn w a c  dmiring rt 
suitable formula far dre ~dculetion 
of had and doubtful Wts, the Ckm- 
mttcc defer mnsiderst~on of this 
question t ~ l l  such ttmc as the ad- 
ministration workcd out a fitrrnula". 

96 loj Finance Govcmment shnuld t d c  curls naion to The Rules under Seaion 42 of Se8 para 79 of the 
(&piWtmc=nt frame Hulcs under .Section 42 d the the Acz h a w  nlrady bccn Repon. 
of ~1conomic AQ and lay them on the 'I'uhlc of the framed and hwe been called 

Affairs) Iiow. *'The I.F.C. Rules 1957". 
(Under the I.F.C. Aa,  1948, 
the Rules ore not required to 
t>e laid before Fuuliameat). . -_C----- --_I--_______ __ ___- __ --_ _ _______  ._ _-_--_.- ---- -.- -- 





w h ~ h  wa asbwously the rtason why 
the (;opmtmn re fend  the matta 
to thcm. The Camurtec suggrst 
that this question should be rcicrrd 
to the Attorney G c n c ~ 1  for opl- 
eioa, 

60 139 1 h 1 .  Wlrh d b r c w  to brlclgrlrg rhc gull bct- 
ween thc rrmounr ol Iounu .im~ttc)ric~i 
and ;hut actudlly i t v ~ ~ l c , l  01 Ciovcrn- 
nrerit should cxdnltnc rhc varluu\ 

k c n  projwsed in the draft 
Hcgulilrior~c, copies of' which, 
when finalised wi l l  hc fur- 
nishcJ t o  l'..\.(:. 

hction has btcn already initiated S84 pan 84 of 
ant1 materials ure being col- the Report. 
lectctl for nccesstlry exumina- 
tion. Kcsult uf our exomina- 



stages laid down by the Corporation tion will be communicated 
right from the stage of receipt of for the information of P.A.C. 
application till the actual payment 
of the loan and see what improve- 
ments can be effected. 

6 I I 4 I Finance The  Committee observe that the GOV- T h e  Industrial Finance Cor- No comments. 
(Deptt. of ernment have noted the recommm- poration have been asked to 
Fmnomic dations made by them cnrlier that take note of this recommenda- 
Affairs). the Corporation should not flout or tion for compliance and the 

disregard the advice given by the Corporation has noted the 
Ministry of Commerce and Industry same. 
in the mattcr of grant of loans to 
new Industries since that Ministry 
is charged with the public respon- 
sibility for promoting the industrial 
development of the country. They 
desire that in cases where the Cor- 
poration have any reason to deviate 
from the advice given by the Mink- 
try of Commerce and Industry. 
the former should add valid rea- 
sons for doing so. 

62 I42 Do. T h e  Committee ohscrvc that the Com- 
parative Statement showing the 
proportion that the establishment 
charges bear to the total expenses 
in the Industriat~Finance Corpora- 

Note is awaited 
Scc also para 340 
of the Report. 



tion an4 similar other institu- 
tions both in India and other 
countries as furnished by the Cor- 
poration d m  not meet the specific 
recommendations made by them. 
Step should be taken to bring down 
the high percentage of cstablish- 
ment charges on the corporation and 
the pmgrcss made in this direction 
be r e p n e d  to the (krnmittec when 
they next examine thc accnunt.; of 
the Industrial Finance Corporation. 

63 143 Do. The (lmmittee are not satisficll with The matter i$ being looked into. 
the Govcmmcnt merely having A note as to the result of the 
noted their earlier obscwations that examination when completed 
the launching of the prcyect for the will be submitted to the 
building of the Corporation offices Public Accounts Committee. 
which had resulted in an infruc-tuous 
expenditure of Rs. 2 lakhs was both 
inopportune as well as imprudent 
in v i m  of the financial position 
of the Corporation as i t  was then. 
They therefore, desire that Govem- 
ment should investigate the matter 
further with a vicw to fixing res- 
ponsibility for the loss and r c p m  to 
them the ste taken to effect rc- 
cowry t h e r m y  

64 14 Do. The Conunitttx feel that instcati of A note has been submitted on 
merely 'noting' the observations 24-1-59. (Appendix XVII). 
made by them, Government should 

See para 86 of the 
Report. 

No comments. 



have taken neessary steps for rc- 
covering thc amount from the indi- 
viciuul conccrncd more especially 
when the Government themqelves 
admitted that this expenditure was 
not a proper chnrge on the Cor- 
poration. They regrct to note that 
this person is no longer in the ser- 
vice of the Corporation and has 
atready retired after having k e n  
given an ex-graria payment of 
Ks. 21,000 in the form of lcavc salary, 
as referred to in para 134 above. 
T h q  would, therefore, suggest 
that the Gwporation should obt,~in 
thc 1cg.d opinion from its Legal 
Advisrr with a vicw to re-inforcing 
n.covery of this irregular charge in- 
curred by thiq officer. 

6~ 148 Finance 
(Lkpt. of 
Economic 
Aflairs) 

'I'hc Cimmittee shouhl 1w informed 
of the final outcome of the action 
taken i~gainqt the guarantors firr 
nlaktng ftloll the less of abrut KF. 50 
lirkhs r;ustaincti by thc Corporation 
in thctt dcal with the Scuicpm <;lacs 
Works which has slncc bccn wrltten 
off. 

Noted. 'I'he Corporation hav- See para 87 of the 
ing failed to come to a satis- Report. 
factory out of court set- 
tlcmcnt with the guarantors 
has filed a suit against the 
guarantcm and the Company 
in the Calcutta High Court 
on the 19-9-58. Another 



ruit is being filed in the Ms- 
t r i a  Gwrt, Gap, also. In 
the circumstances it wi l l  
take a considerable time be- 
fore the final outcome of the 
Corporation's action against 
the guarantors etc. could be 
known. The Committee 
will be apprised of the find 
outcome in due couree. 

66 $2 @culture The case referred to ~ t t  para rga(a) of Theentire foundryequiprrrt~t hm No ammanu. 
the Cmmcrciul Appcndrx to the been ciupaocd of at o profit 
Appropriation Accounts (Civil) of RE. go 51- 
1950-51 indicates that indents were 

laccd without an ajcquate know- I 
Edge of foundry practice and t~rncly 
action wan not taken to cancel the 
indenre. 

SI n DO. The Cornmitree would hke to know 
why purcharm in cxccss of the annual 
requirements wcrc made by the 
C.T.O. during the years 1951-52 mtl 
rgp-53  and thc cxtcnt of such sur- 
plus purchtms. Thc rcsponsihility 
for thcsc excessive purchuscs should 
be fixed and eJcquotc action tukcn 
against the offioem conctrnccl. 

It ia not pmible to give very ac- Do. 
cvmtely thc extent of surplus 
purchaxs. It may be stand 
that the purchases were made 
to build up a kind of rererve 
owing to the then prevailing 
international ritutation with 
the Korean War on. The 
rub4equcnt yearly purchaotr 
made by tnis Otganisotim 



- - - - -- -. - - - - 
were an a considerably lower 
scale and are as under : 

1953-54 13,~99m 
1 954-5s 4,683870 

From the above it will be seen 
that since a reserve had been 
built up C.T.O. has been con- 
suming these pans and their 
purchases in subscquent years 
have shown a progressive de- 
crease. The one possible 
reason for thc purchase of 
sparc parts in ex- of the re- 
quircmcnts is the distance be- 
tween the location of the 
manufactures and the C.T.O. 
and the time taken in impor- 
ting them. But the main cause 
is the practice of determining 
thc rcquircmcnts of spare 
pans on the advice of the En- 
gineer of t hc Suppliers, which 
was a bad practice. A system 
of late has been evolved for the 
purchase of sparc parts after 
s~rutinising the demands 
thoroughly. The reasons for 
the exccss purchase of these 
s p  parts are attributable to 
the system and not to any in- 



dividual. Any enquiry into the 
purchase of spa- parts, in the 
opinion of the Ministry, would 
not S C ~ W  any useful p u r p w .  

Seenth Report (Sccottd I-nk Suhha) 
During thc )-ear 1953-54, in the caw of 

Grant Nos. 43.4 and 47. the sur- 
m d e n  were in cxcx.9s of the savings. 
Thc C~mmirrcc wonder whether any 
anangcmcnt cx im in the Ministry 
to watch thc pnlgresq of cxpenditurc. 

The Comrnittce fix1 that saving under 
sub-hcd X - C m c  Dcwloym~nt  and 
Regulation of Sugar Industry. Grant 
NO. 45, Approprintion Accounts 
(Civil), 1953-54 ~c p i m a  focie a w e  
of clcfcai\z. budpt ing  and incufi- 
cicnt control over the C~ntriil subidy  
granted to thc State Go\mnrnmts 
undcr the various Cnrnrnociity Cmm- 
mittecs and the Gmw Allore Fcwxl 
.%heme. They would like to know 
the reafcms f i r  thc delay in arriving 
at a dccisicm on tbc chmgcll 
of financial asliisr:ma: a p p ~ i a  ga IC ncm to 
sugarcane schemes in this GLSC. 

(13 The Conunittce arc unahlc: to accept 
thc view that rula govcrr ing thc 
purchase of spares by the Chairman, 
C.T.O. did nor preclude him specifi- 
cally from importing them by air. 

A note ha9 Ixm submitted. 
(Appendix XXIII) 

h note ha? been submitred. 
(Appendix XXIV) 

No comments. 

Do. 

The mmrnmts ofthc Public Ac- See para 94 of the 
counts  Cfirnmittee have k e n  Report. 
notcci and instructions have 
been issued to the Chai tmn,  
C.T.O. to bring thest to the 



They ore of opinion that whenever notice of the officers of the 
the r u b  do not spccifimliy confer C.T.O. for str ia observance 
certain wwen on m officer, the in thc future when making 
correct thing to do would be to have direct purchases. The com- 
the position clsrifitd immediately by ments of the P.A.C. have also 
reference to the Administrative and been communicated to t k  
Finance Ministries instead of acting Finance Ministry. 
on presumptions. In the pment 
a e ,  the matter was refcrrcd to 
Finance only after the order had 
actually been placed. T h e e  was no 
evidence on record as to whether 
Finance ever raised the question of 
the c.T.0.'~ mmpetena to order 
atores direct in this case. The Com- 
mittee are surprised that Finana 
rcgularised the purchase without 
anmining this =pea of the matter. 

I s1  Do. (ii) The Committee agreed that that there 
should be adequate cielegetion to 
ficilitate smooth and expeditious 
working of the administrative me- 
chincry, but they would caution that 
such provioione ~hould not be mio- 
w d .  They had in the paot oc- 
mion to consider r rimilar cesr 
where project storca had been order- 
ed by air md the freight done a m t  

Do. 



Wrc than the s t o m  tkmselvta. f n 
this m e  [cf. Para a of Audit Report 
(Civil), 1956-Part I.] it is obvious 
that cvcn according to the dc1cff;lted 
~OWTR, the Chalnnan had cxcecdcd 
his limits as the cost of the stores to- 
prher with the freight thcmn m t  
above the limit of Rg. 10,000 The 
Cnrnmittcc would like rhe Mini$- 
tries to rake acrious notice of such 
casm in futurr. 

19 D O  ( t i t ]  Judgmg from the slow rate of 
issue of thcsc storm, the plea of ur- 

c\. in ~ u p p n  of their air- 
is hardly convincing. The 

Comnlittcc, themforr, fml that the 
C.T.O. could casily have checked 
their rcquifiments and placed the 
order th r~~ugh  )he D.G.S & I). Such 
orders by dtr not only lead to nvoid- 
able cxpcnditurc, bur also indiatc 
lack of proper forethought and 
planning on the part of the adminis- 
tration. Funher, in this u s e  no 
endeavour was mndc 111 rcstrict the 
import by air tn the qunritiry that 
wculd haw been wquircd during the 
period the balance of stores would 
have taka, tc reach by thc surface 
mute. The Committee fcel that such a 
course would bG a better altcrnarive to 
dopt in similar cascs in future. 



7 8 155 Agriculture ( I )  The Committee had commented in 
para 71 of thcir Sixteenth Report 
that it was wrong to take credit in the 
acwunts of the (:entral Tractor 
Organisution for disputed charges 
outstanding on account of interest 
chargeable tc~ the State Governments 
due to staggcrcll recoveries from 
them. They are amazed that this 
practice was h$ng continued in sub- 
sequent years nib, especially when it 
was admitted by the representatives 
of the hiinistry that Civvernment 
were unable to realise interest from 
the States. 

156 110. ( r i )  'I'he (bmrnlttee consider it un- 
fortunate that this matter was not 
handled effccti~cly by the Ministry 
right from the initial stdpc; which 
had Icd to thc accumulation of large 
arrears of interest. 

The matter of recovering the ch- No comments. 
arges outstanding on account 
of interest was under corres- 
pondence between Ministry 
of Food & Agriculture and the 
Sa te  Governments. It was 
expected that the amount 
would be ultimately realised 
from the State Governments 
sincr it was considered to be a 
proper revenue of the C.T.O. 
It was ultimately decided, how- 
ever, in 1957 in consultation 
with the Ministry of Finance 
that the amount need not be 
recovered from the States and 
should be written off as a loss. 
The necessary account adjust- 
ments have been carried out in 
the accounts of the C.T.O. 
for the year 1936-57 and the 
position has been set right. 

Do. Do. 



71 158 Do. Every proposal ~hould be scrutiniscd The comments of the Conllllj:tne No cwtmeatsi 
by the Ministry of Finance in all havebeennoted. These have 
its aspects hefore according approval. also been communicated to the 
Inthepresentcaserelating to the MinistryofFinance. 
payment'of subsidy toythe C.T.O. a 
put of the funds voted by Parlia- 
ment for7hdng'spcnt'on G.M.F 
schemes was to be diverted to meet 
amain lmxs  incurred in the C.T.O. 
The Camminee arc of the opinion 
that in such cases where provision 
for expenditure has not been made 
in the Budget Fstirnates and the 
proposed expenditure rcpresents a 
marked expansion of an existing 
schcmc or service, it should be sub- 
mitted for the prior approval of 
Parliament by means of a Supple- 
mentary Estinfate. They regret 
that this imponant aspect war Imt 
sight of by Fimnce. So far as 
this m e  is concerned, the Com- 
mittee were given to understand that 
Government have since decided to 
exhibit this expenditure distinctly in 
thc Estimate a. a loss incurred by 
C.T.O. 

13 159 110. ( I ]  The Chrnmittee would like to know Out of spare p m s  of the Book Do. 
in due course the result of cfforts vnluc of Rs. 2,270 it has been 
being mode by the hiinistry for possible to dispse of spare 
speedy disposal of tractor spare pans of the book value of 

- -.--I--I- - 1  - pans. - ----- - -  - - - -  Rs. 1,122. Spare parts of - - - -  - - - -  



the book value of RE. 9 5  
have been transferred to the 
rtockr of T.D. 24 tractor8 
of the C.T.O. for their own 
use. The book value of the 
remaining partn works out to 
Rs. 702 including R8.501- 
being the coat of I . #  set of 
Fuel Filter Part No. 62946 
DA oubsequently received 
unused from the Bhopal 
unit afier it war wound up. 

160 Agriculture (ii> In the present case where an Noted. 
enquiry into the unnecessary pur- 
chase of tractors and spares was 
cwnducted on the Chnrnittee's re- 
cornmcndations, a copy of the Repon 
of Enquiry \hould have been fur- 
nished to the Committee. The 
Chmmittce desire that in future 
whcncver;an enquiry is'made:at their 
instance, the Report of that enquiry 
should invariablv be furnished to 
them. 

Do. ' 
8 

r61 Do. (iit") The Committee feel that in the The comments of the P.A.C. No commaa~. 
facc of the charge that the Officer have bem noted and instruc- 
against whom the enquiry was held tions have been issuod to the 



&t an initial report hy a subordinate Chairman, C.T.O. to bring 
technical officer about the quality of these to the notice of the offi- 
the implements substituted aubsc cers of the C.T.O. for st r ia  
qucntly, and altered the noting on the obsuvance in future. 
tile, the contention of the Minisuv 
that them was no (XW for any action 
against any officcr concerned with the 
transaction is untenable. In their 
opinion. it was a p v e  offence on the 
part of the officw to have tampered 
with the file which should have been 
dealt with appropriate severit).. 
They regret to obseme that Govern- 
men? h a d e n  needlessly mild in 
thu case. 

(17 The C~mmittce are not satisfied A note hu been 8ubmittcd. Seo p~ 9s of tk 
with the reported pace of propem (Appendix XXV.) R W -  2 
in dispmal of ttores and physical 
verificxion of stores in the C.T.O. 
They are afraid that unless this work 
ia complctcd quicklv the r~sk of more 
obsoletc stores accumulating with 
time waq there and it may nullify the 
work already done in this direction so 
far. They, therefore, desire that a 
time-hmit should be set for this'work 
md earnest efforts made to complete 
the work by that date. 

(it? The Cornmittcc desire that the 
rcconciliat~on of discrepancies noti- 
ced ln the phvs101 vcrlficatmn of 
stores mugt be completed without 
further d c l ~ y .  

-- -- -.- - -- - -  

be. 



75 164 Agriculture The~Committee are of the opinion that A note has been submitted. See para 96 of the 
bcforc'arrivinp atlthe profit in the (Appendix XXV). Report. 
sale-of non-tractor-parts not required 
for"use in the C.T.O. the overhead 
charges including interest and storage 
charges should also be taken into 
accmunt. Thc prvgress in the dis- 
posal of stores is slow and further 
additions to surplus stores as timc 
passes has also to bc reckoned with. 
The osition of disposal of stores is 
f ir  fP tom s~~isfi iaory and warrants 
some reorientation of the procedure 
for declaring stores as surplus and 
disposing them of. 

* I 65 1-\9 . . I he (kmmitlec observe that the mom- The observations of the Com- No comments. 
tlry limit for petrol, oil and luhricant5 mittee have been noted and 
has been fixed a5 Rs. 23,60 ,m in the action to reduce monetary 
w e  of C.T.O. The Committee con- limits will be taken expedi- 
sider it to be obviously excessive as tiously. 
the stocks of these items are not 
required to be held for the whole 
year's requirements and their supply 
can be easily obtained. 

77 167 Do. The Committee feel that there is much A note has been submitted. No comments. 
smpe in a big and old organisation (Appendix XXV). 
like the C.T.O. to bring down thc 



cost of operation charges ionsiderably 
so that the benefits of tractori.sation 
are available to cultivaton at reason- 
able cost. 

78 1 69 Do. T h e  Committee arc dislresed to see the Soted. 
helplessness of Govcrmcnt  in 
punishing the delinquent officialz 
who were mainly cnncerned with the 
purchase c~t'implemcnts w n h  Rs. 45 
lakhs from .+I '< Paqhabhai I'atel 
and Co. in 1946, as they had retired 
from ,-ice. Hut the responsibilits 
for thts rests squarely on the Govern- 
ment as it had taken them more than 
10 years to nrrivc at the tinal decision 
in this a \ e  'The inordinate delay 
h a  only enabled the guilty officers 
to escape punishment. Even in 
r c p r d  to officcrs still in scrvicc, the 
amon takcn by  (hvernment is far 
from satisfactory. 'The warning 
admin~stcrcd t o  the two officcn of the 
Inspection Wing of I3.G.S. & D. 
under the Ministry of Works, Hous- 
ing and Supply, was not cvcn rc- 
corded in their Chnraaer Rolls. 

'I'he Committee are definitely of the 
view that warnings, if they are to have 
any value, should be recorded in the 

Do. 



Character Rolls for future reference 
at the time of pmmotion, rc-cmploy- 
ment or retirement. 

(i) The Committee were at a low A Note has been submitted. (Ap- No comments. 
r o  undctsrmd haw the sum of pendix XXVI). 
Rs. 3,35650 was accepted from 
Mcssrs. Pabhabhai Patcl & CAI. 
to meet the cost of rehabilitation 
of the implcmmts in find settlement 
of the case in so far as the firm was 
mncemcd. 

(ii) The Committee are not convinced 
with the explanation of the hiinistry 
that the Chairman, C.T.O. who was 
also ex-oficio Deputy Secretary in 
the hiinistry was not consulted in 
the maner of rehabilitation and mo- 
ctificntion of Pashobhai Patel irnplc 
mmts as mnrnmendcd by the Ex- 
pert. They understand that the re- 
port on the performance of the modi- 
fied implements was not satisfactory 
and thcrr was no market for them. 
In these circumstancct , ('rwernmcnt 
should have prcfured a claim againm 
the fim for covering 
the entire cost of implements. In 

Do. Do. 



senling the compensation at 
Rs. 3,35,650 the firm has benefited 
at the apeme of the tiupeyer. 

iui) The uplanntron even  for not 
apprising the C~mmrt tec  of Officials 
who m q u i d  ma this case, of the 
viewy of the Cha~rman, Central 
Tractor Organisat ion, is neither satis- 
factory nor convincmg. They are 
amazed at the distinction wught to 
be made by the Ministry about the 
opinion given by the Ch innan ,  Cxn- 
tral T m o r  Brganisuon, who war 
holhng a dual appointment, namely 
the . . C h a m h i p  of the Central 
I ractor Orpanisitrun and Deputy 
Sccrctaqship in the Ministry of 
Food & Agnculturc. Such a situa- 
tion is the outcome of appointing 

Otficcr of the S a r c ~ n a t  to be 
simulrancously in charge of the 
ndmbistrit ion of un orpanisation 
under the h i i n m y .  I h c  Curnmittee 
trust that Governmcnr wdl profit by 
such oxperienccu. 

b Food . The Committee agree with the conclu- T h e  Department of I'ocd vide See parr I* of tht 
siono arrived at by the hiinistry of their U.O. dated q - r t j 8  baa Report. 
Finance in the care referred to in stated UE  follow^: "The repon 





teceivcd. In regard to Find- 
ing (h), the comments of the 
3Iinistn of Relief & Re- 
habilitation and thc Direc- 
[or-General of Health Ser- 
vices have been cdled for. 

8 I 174 . The Gmmtnce ftcl that undoubtedly 
the officer in the Indlan Embassy 
had acted beyond his jurisd~ctlon in 
apming to the additional pmvis~nn 
IA the contract for purchue of sugar 
from B foreign firm wlthout first 
consulting the Mmistry In their op- 
lnlon, ~t H.C+ not a bona fide mistake 
but a mse of failure on h1.5 part to 
carry out specific Inst rucunns. .I'he 
Commlttec desire that the d ~ . ; p l ~ u r e  
of the Government should now be 
formally communicated to the otfi- 
cer and the fact reported to them. 
They are unable to accept the plea 
that the officer did not know thc 
correct form to k adopted 

The  Department of F w d  has No comments; 
stated that the action is being 
takcn by the .illinistry of Com- 
m.r,e and Industry under 
whom the othcer is empltyed. 

The  Alinistry of Commerce and 
Industry haw conveyed the 
displeasure of the Govern- 
ment to the Officer concerned. 

b 175 Ih. The Committee arc unable to accept t be The 1)epartment of FtwJ has No comments. 
plea that the officers were not aware stated that necessary action has 
of the correct form to be adoptcd in been taken and u circular letter 
such citscq of acceptance of tcnJcrs i\surJ tc, all concerned. 
which in accordance with the pro- 
visions of the Ccrns~itution should - "--- ----.- 



be in the name of the President and 
be followed by the execution of a 
formal contract. They under- 
stand that there is a list which indica- 
tes the authorities competent to sign 
contracts on behalf of the Govern- 
ment. The Officer concerned had 
not obviously consulted this list 
before he signed the acceptance 
letter. The Committee had in 
the past occasions to comment on 
similar cases. But such cases still 
recur. They. therefore, recommend 
that all officers dealing with contracts 
should be made familiar with these 
elementary principles of contract so 
that defaulting contractors do not 
escape on technical defects 
in procedure and can be dealt with 
suitably under the terns of contract. 

3 177 .I'he Committee regret to observe that A note  ha^ been sahnined. ( A g  No comments. 
in spite of the assurance of the per~dix XXVII). 
witness before them, the requisite 
note has not been received so far. 

178 Do. The Committee could not take up con- A note has been submitted (Ap- No comments. 
sideration of this case for want of pendix XLII, 7th Report, 
requisite note from the Ministry Volume TI). 

4 



bhch is atill awaited. Ti'hey wodd 
urge the Ministry to expedite 
the submission of the notc. E 

Sixteenth Report (Firsl IAK Sabha) 

H a l t h  The Committee appreciate the &fficul- 
ties in the way of the Ministry In 
preventing the x m u l a r  ion of large 
surpluses in the Medical Stores 
Depots; they regret to note the in- 
ordinate delay in the disposal of 
items. 

Smmh Report (Secmd Lok Sablra) 

86 xqf) De. (i) 'The Committee are of the opinion 
that in the light of experience of 
large savings, accruing from the 
non-util~zarion of tiranrs made to 
the various State Governments for 
implementation of health schemes 
etc., as disclosed in the Accounts 
under Report provihng funds merely 
on assurances from the Statc Govem- 
mmts concerned that the scheme in 
question would be implcmmtcd is 
risky as it imrnobilises funds which 
could well be spent on more urgent 
and important schemes. They feel 
that it would be prudent on the 
part of the Ministry not to accept 
any scheme put forward by the Statc 

A note has hen  submitted. N o  commati. 
(Appendix XS\ ' I I  I). 

'The recommendation has been 
brought to the notice of all 
concerned under this Ministry De. 
for careful notc and future 
compliance. 



Governments unless its details have 
been worked out and it has received 
the concurrence of State's Finance 
Department. They desire the Minis- 
try to profit by experience and to 
avoid owr-budgeting in such c a w .  

(it? In the case of non-utilisation of the The recommendation has been NO ~~euntntr. 
lump sum provision made for the All brought to the notice of all 
India Medical Institute on the under- concerned under this Ministry 
sanding that the architects would put for careful note and future 
up the plms by h b y  or June, 1954. guidance. 
the Gmrnittec suggest that in such 
cases the 'Ministry should start upon 
a scheme with a small provbion and if 
then: waq rapid progress in the cons- 
truction, r e m u m  may bc had to a 
supplementary gmnt . 

87 ~n Health The Committee regret to point out that A note has been submitted. Do. 
shortage in storm in the custody of (Appendix XLIII, 7th Report, 
the Medical S t o m  Ilepots should Volume 11). 
continue to he shown even after they 
had been rcportcd. 

88 181 DO. The Committee arc not convinced of A note has been submitted. See para. 109 of the 
the reasons fbr such a long delay (Appendix XXM). Report 
involved in ejecting an unauthorised 
@placed person who was occupying 





go I Health The Committee await the requisite note A note has been submitted. SU para, 407 of tho 
regarding scheme for Cinchona cul- (Appendix XXX). Repen. 
tivation and purchase of quinine 
substitutes from the Ministry. (Re- 
ferred to in para @ of the Sixteenth 
Report). 

91 14 Do. The Committee desire that the note A note haa betn oubmitted. $18 para. 107 of tha 
r gar ding subsidiary accounts of (Appendix XXXI). Wpon. 
the Central Research Institute, 
Kasauli may be got vetted by Audit 
and resubmitted to them. (Keferd  
to in para. 79 of the Sixteenth 
Report). 

Fifreenrh Report (First Lok Sabha) 

W 17 Harne The Cammittce should like to be Cur- A note has bem received (Ap- No coonmracr, 
min. nished with a Report stating the pendixXLV, Seventh Repon, 

result of re-examination of each case Vol. I I .) 
listed in para. IS-A of Audit Report 
(Civil) 1952 Part I, as well 
others which were still under exami- 
nation by Audit in which there had 
been an infraction of the broad prin- 
ciples of settlement stated to have 
been followed by Government at the 
time of merger of the Indian States, 
ahen they take u p  consideration of 
t h  m a t t  par's Accounts. 



Smmth Report (Secotid Lok .Tabha) 

The Committee desire that a copy of the 
judgement of the High Court in the 
Fertilizer Deal Case may be fur- 
nished to them. They would also 
like the hiinistry of IIomc AfFairs 
to communicate to the Committee 
the final outcome of the appeal of the 
other officer pending in Supreme 
Court. 

I)e. The Committee are unable to appre- 
ciate the difference between the two 
csses relating to the hiring of two 
houses for the offi~/accommodation 
at Srinagar as the (verbal) commit- 
ments made in both thc cases were 
identical. Such a situation would 
not have arisen had the basis of the 
negotiation barn put on record in 
writing by the officer conwrned. 

Do. The profma accounts of the Forest 
Deparunent of Andaman and Nicchar 
Islands should be recast in consulta- 
tion with Audit aftcr taking into 
account the sale y r o a ~ d s  of the stock 
of timber since disposed of: 

Do. The Ministry of Homc Aff:~irs should 
review the whole position of the 
working of the Marine Department 
Stores, Anciamans and considcr whc- 

Action taken -7 k 
expedited by the 
Minbtv of Home 
Awn. 

Da. 

Do. 

Do. 





258 W.H. & S.' 

Home 
Affairs. 

92 Information 
& Broad- 
costing. 

The Public Amunm Cornmince (1959 
56) had hoped that with the set- 
ting up of a Vigilance Organisation 
in the Ministry, disposal of such 
cases involving disciplinary action 
would be expedited. But the Com- 
mittee regret to observe that things 
have not improved much. They 
would like the Ministry to examine 
and report to them whether speedy 
action was being taken in cases of 
disciplinary,action. 

Full facts on all aspects of disciplinary The hlinistry of W. H. & S. 
cases for advice should be furnished have noted this. 
to the U.P.S.C. in the first instance 
so that proper advice could be given 
without waste of any time. 

Sixteenth Report (Firsr Lok Sahha) 
Providing Home Service to IbJio hold- 'I'hc question of providing home See par8 121 @f the 

crs through postmsn and its effic- service to radio-holders Report. 
tivmea in checking piracy. through postman has been 

carefully considered in con- 
sultation with DGP&T. It 
is not, however, considered 
possible to accept the recom- 
mendation on account of 
financial implications and 
administrative considerations. 

Seventh Report] (Second Lok Sabhu) 
While the Committee appreciate the Note will be submitted after it A note is awaited. 

force of the Ministry's arguments has bcen vetted by the Direc- Se6 also 11p.N 
that while examining the question tor of Commercial Audit. of the Report. 
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.. 
of loss in Radio Stations and Radio 
Publications, it should be remem- 
bered that A.I.R. was not only an 
expanding and developing scrvicc 
but it also performed certain services 
e.g.. external services for which the 
A.I.R. could expect the Grant-in-aid 
fmm the Government besidcc the 
A.I.R. undertook plan publicity 
and educational broadcazt for which 
it did not receive any payment. thcy 
nevertheless fccl that even after 
allowing for this expcnditurc on 
external services (which according 
to the Ministry's own rough esti- 
mate, might be of thc order of Rs. 
20 lakhs per annum at least) the 
overail loss incurred on i t q  working 
is on the high side. A9 one of the 
measures to counteract these low% 
the Committee would suggest that 
the question of a graded licence fee 
depending on the numhcr of valves 
in radio sets, instcad of a flat rate 
for all sets as at present should be 
examined. The  (hmmittcc trust 
that by the implrmcntntion of this 
suggestion, it wc~uld bc j7osriblc for 
the A.I.R. to reduce its recurring 
finqrlcial losses. 



Another revenue earning measure 
which the Committee had also in . 
the past suggested ig  the production 
of cheaper radio sets. The  Com- 
minee observe that not much head- 
way has been madc in this direction 
so far. They wnulcl supgc\t that 
Government shou!d dcvotc gra ter  
attention to this qucstion and facili- 
tate the manuFacture of cheaper Radio 
sets within the reach of lower income 
groups of the population. 

103 1% I. & B. The  Committee feel that the proportion 
of free distribution of k d i o  Puhli- 
cations is rather on the high side and 
they see no justification for it. They 
are also of opinion that the Puhlica- 
tion of journals with a circulation of 
5ooo or less should he cliccontinucd 
as it is not economical to bring them 
out. 

T h e  Committee are not surc how far 
the above reduction pricc \\.ill sti- 
mulate the salcs. 'I'hey rj.oulJ re- 

p. .. - - - 

The  supply of complimentary To be considered by 
copies of radio journals is now the Committee. 
governed by the principles in- 
dicated against item 61 of the 
statements showin? the action 3 
taken on the recommendations 
of thc sixteenth report of the 
P.A.C.. aidr. this Ministry's 
letter No. 6 '4 '56-MG, dated 
5-3-57. As indic~ted there- 
in the supplv of compliment- 
ary copies has been consider- 
ably pruned down. Payment 
is now made thrwgh book 
adjustment for most of the 
copies previously supplied frte 
for official purposes. 

2. Only three programme jour- 
nals (AWL Sarang & Nabho- 
vani) have n circulation of 



commend for the consideration of 
the Ministry an increase in the Radio 
licence fee by a rupee or so and supply 
of a free copy of the programme 
portion of the journal of his choice 
to each Licence holder. The desir- 
ability of inclusicn of tit bits of 
interest here and there in these radio 
programmes to provide additional 
tecrcation and education for which 
radio is intended should also be 
considered. The Committee should 
be informed of the action taken by 
government in the matter. 

less than 5000. The ques- 
tion of discontinuing these 
journals was recently review- 
ed. Journals in Urdu, Hindi 
& Gujerati, considered suitable 
for publishing AIR program- 
mes are being asked whe- 
ther they would be interested 
in publishing the programmes. 
The question of discounting 
these three journals and send- 
ing programmes to the select- 
cd language journals will be 
examined in the light of their 
response. 

3. The price of 'Awaz' and 'Sa- 
rang' was reduced in Jan., 
1958. As would be seen 
from the circulation figure0 
given below the circulation of 
these journals has gone up : 

November November 
Journal I957 1958 

.Awm . 1150 I 825 
Sarang . 2559 3912 



4. The question of increasing 
the licence fee by a rupee or 
so in lieu of the supply of a 
free copy of one radio pro- 
gramme journal to each lictn- 
ce has been examined. The 
financial aspect of the proposal 
has been worked out tentative 
ly and on the present basis 
(of nearly 14 lakhs of licences), 
the licence fee would have to 
be increased by about Rs. 5 
to cover the cost of produc- 
tion, distribution etc. Income 
on account of the levy of ad- 
ditional fe of Re. I will result 
in an increase of revenue of 
Rs. 14 lakhs per annum. As 
against this, the gross expen- 
diture on the supply of 14 
lakhs copies of Radio Jour- 
nals according to tentative 
estimates, would amount to 
Rs. 82 lakhs per year. Revo 
nue from advertisements is 
expected at Rs. 14 lakhs. 
Even if these tentative -ti- 
mates should be capable of 
being reduced it is not expect- 
ed that the levy of an addi- 
tional licence fee of Re. I 
or so would prove adequate. 



5 .  Reading matter, consisting of 
material already broadcast, is 
being included to a larger 
cxtcnt in the Radio Journals. 

roq rgs I. & B. . The Committee desire that the outcome The Special Re-organisation The latest position 
of review of the A.I.R. orgnnisntion 'Unit has not so far taken up may be stated. 
by the Economy Unit may hc ex- the review of staff require- 
pedited and reported to them. ments of All India Radio. 

They have now asked (on 
28-12-58) for the services of 
an officer of the rank of Assis- 
tant Station Director to 
assist the Unit in the matter. 
This has been agreed to on 
29-12-58 and steps are being 
taken to attach an o f i c ~  to the 
Unit. The Special Re-orga- 
nisation Unit have informed 
this Ministry that the com- 
pletion of the principal sectora 
of the work would require not 
less than about six months. 

Seventh Repop.f (Sfcond Lok SaFha) 

= I O ~  ~ q d )  Irrigadon In this case, the entire grant of n h u t  Note submitted. (Appendix XII). See para 124 of the 
md Power. Rs. 5.2 crores remained unutilised. Report. 

Similar was the position in 1954-55 



(Grant No. r 2 ~ p a g e  9). The 
Committee were informed that thi3 
related to equipment under the Co- 
lombo Plan which was not received 
The .Ministry agreed to examine 
whether t h m  had been any fault on 
their part and to furnish a note to the 
Committee. The Committee desir- 
ed that the proposed note should 
also indicate whether non-arrival of 
the equipment rutarded the plan 
programmes in any way, and if so, 
to what extent ; and whether any 
expenditure was incurred in India 
in the expectation that the equip- 
ment would arrive. They a h  
desired to know the dates on which 
the equipment was expected to arrive 
and waq actually received and in 
which year's accounts its cost had 
been adjusted. This information is 
still awaited. 

106 IW Irrigation & The Committee arc of the opinion that 
Power. it is high time that the Ministn 

launched a system of Administrative 
Audit by technical persons in various 
projects financed by the Ccntrc. 

They do not think that the States 
would object to such a system being 
introduced in various projects. 

rg 198 Do. The Committee are of the opinion that 
the time-lag between the dcclarin~ 
of machinery as surplus and its dis- 

Imter No. 23(r)/syPolicy dated No comments. 
the 2/yd January, 1959 
issued by the Ministry m- 
dimtine the action taken on 
the recommendation received 
(Appendix XXXII). 

Appropriate action has been No comment& 
taken. A copy of letter No. 
6(1)/$3-Policy dated the 8th 

- -- ---------- - 



p s a l  should be eliminated. They February, 1958 addressed to 
also suggest that the various Project.. all State Governments is en- 
and Departments might be informed closed (Appendix XXXIII). 
in advance about the machinery and 
equipments that are likely to be de- 
clared surplus by the Projects so that 
the formalities could bc settled in 
time and the transfer effected as soon 
as the machinery and equipmcnts are 
released. 

Seventh Report (Stcottd Lok Sabha) 
108 199 Labour and The representative of the Ministry 

Employment promised to furnish a note to the 
Committee stating particulars of the 
schemes which were stated without 
estimates. 

1 0 9  200 Do. The Committee were dissatisfied with 
the inordinate delay in settling the 
case relating to thc drawal of a 
forged bill and desire that the de- 
cision may be expedited. 

Note submitted) Appendix XXXIV). No COIzlLp~tr. 

The case is pending with Further developmentm 
the Ministry of Finance. On may be watched. 
a reference having been made 
by that Ministry to the 
C.&A.G., the latter has pro- 
posed to consider the matter 
in a meeting with the Minis- 
tries. The decision when 
known will be communicated 
to the Committee. 



1x0 2.1 Do. (i) The Committee were informed by The Ministry of Labour & Ne 41)1~~)10ou. 
the hlinistry that the previous De- Employment. D. G. R. & E. 

Railways puty Manager of an Industrial Train- have noted for guidance. 
ing Institute, Bombay through whose 
laxity of supervision an account 
clerk misappropriated a sum of 
Rs. 421 I by falzification of accounts 
had since been reverted to this per- 
manent post under the Central Rail- 
way and no further action was being 
taken againn him in the Ministry. 
Disciplinary action was, however, 
being taken by the Railwav Depart- 
ment. In the opinion of the Com- 
mittee, this raise an important 
point of procedure in disciplinary 
matterc. In cam where one Dcpan- 
ment of Government bcrrrows the 
services of some official and the 
latter commits wmr financial ir- 
regularities in t h;it Dep:~rtment, the 
borrowing Department is in a better 
position to launch disciplinary action 
against the offici.11 as it is in full pos- 
session of the faczs af the case. On 
arriving at a dcc ihn  about the quan- 
tum of punishment depending on 
the gravity of the offence, the papers 
should be forwarded to the lending 
Department for further action if the 
officer had already been sent back 



to his parent Department. It is 
surprising that the Ministry of La- 
bour did not act in accordance with 
the procedure for instituting disci- 
plinary action in respect of Govern- 
ment officials on deputation laid 
down by the Ministry of Home 
AfFaii in this behalf. 

(ii) The Committee would like t o  know 
the findings of the Departmental en- 
quiry instituted against the official 
concerned and the disciplinary action 
taken against him by the Railway 
Authorities. 

1x1 202 Labour & Storage of articles in excess of rcquirc- 
'limploymcnt ment is fraught with risk of deteriora- 

tion and consequent loss to Govern- 
ment apart from locking up of public 
money. 

112 3 PO. ?'he Committee are not satisfied with 
the reaction of some of the Minis- 
tries to their proposal for inserting a 
mandatory clause in all the contracts 
corning within their purview whereby 
the contractors should notify the 
vrancia to the Employment Ex- 

Notes have been received from No comments. 
the Ministries of Railways 
and Labour and Employment 
(Appendices XXXV and 
XXXVI) . 

Noted. No c e ~ i ~ ~ ~ l ( l t l .  

The hiinistry have since stated : Po. 

"The Cabinet has approved 
the proposal for legislation 
on 18-12-58 and necessary 
Bill is in the proem of drift- 



changes. They fed that with a view ing in the Ministry of Law. 
to making the lmployment Exchange It is intended to introduce 
an effective organisation and en- the Bill. *If possible during 
wring proper utilisation of the man- the next session of the Parlia- 
power rc-sources in the country, the ment". 
.\iinisrry of I.atnur should once 
again draw thc attention ot'the hli- A note has also been submitted 
nistrics conccrncd to the basic prin- (Appendix XXXVII). 
ciples underlying the recommcnda- 
tion made by the C:ommittee and 
impress upon them to desirability of 
implcmcnting it as far as possible. 

, *2-.4 20.4 Labour R: 'I'hc authorities in charge oi' the Train- Kecc,mmcnclation has been No comments. 
Employment ing Centrn and 15mployment Ilx- brought to the notice of all the 

change Organisation in the Statcs State Government Depart- 
should t ~ k c  keen intcrcst in the matter ments dealing with Employ- 
01' k c ~ p  in tract of the cxtrainccs and mcnt and 'l'nining. 
establish pcrscmal contacts with 
the principal indu\trialists and other 
employers and exhort them to em- 
ploy the personnel trained by the 
lixchangcs as fir  a9 poszible. 

1 ~ 3  263 W.14. & S. The  Committee desire that thc 1 , ~  :I note has been s~lbn~it ted by See paras 127-128 of 
- Ministry should inter aliu look into the Alinistry of Law (Depart- the Report. 

Law thc i hc r i can  Ixgislation and cxa- mcnt of Ixgul Afhirs) (Ap- 
mine thc t 'ca4ditv of cnactin): sinlilar pcndix XI 11). - 

*Government h a w  since given notice of their intention to introduce the Bill during the current session of Lok Sabha (vide 
l ~ k  Sabha Uulletin-Part 11, dated the 8th I:&, 195% page 1662, item 12). 



legislation to safeguard the interests 
of the Exchequer by enabling Govern- 
ment to reopen past contracts whcrc 
unconscionable payments had becn 
made. % 

26q Law . The  representative of the Ministry of 
Law promised to submit a detailed 
note regarding (i) steps to be taken 
to avoid conflicting legal opinions and 
strengthening of the organisation 
giving legal advice for avoiding tlday : 
and (ii) the scope of revision of con- 
tract forms with a view to safeguard- 
ing the interests of Government and 
to enable the Government to rmpen 
past contracts whcn unconscionable 
payments had becn made. 

SeP.ent11 Reporr (First I.ok Sabho) 

1x4 2 3  Rehabilitation T h e  Ministry should undertake a rc- 
view of the more important audit 
objections which revealed leakage of 
C'rovernmcnt money and gross mia- 
management on the part of the ad- 
ministrators of the various camps in 
consultation with the Accountant 
General Food, Rehabilitation and 

A notc has been submitted by See paras 127-128 of 
the Ministry of Law (Depart- the Report. 
ment of Lcgal Affairs) (Ap- 
pendix XIII).  

A note has been submitted (Ap The  Committee desire 
pendix XXXVIII) that attempts should 

be made further to 
trace the officials a t  
fault and to deter- 
mine the action 

to be taken against 
them. 



Supply and see whether they could fix 
rcspmxibility on particular individuals 
and determine the action to be taken 
against them. 

Savtrrh Report (Second Lok Sdlra) 

1 I 5 +oj Rehabilitation The  Committee regret to point out ( i )  Sanction letter has been issued The  Committee desire 
that in this casc regarding delay in to cover payment of interest 
payment of compensation to land- of Rs.60,878'- already paid 
lords fur acquivition of land for to the land owners. 
rehabilitation *of displaced persons, 
the delay has heen furthcr aggravated 
in the acquisition of land owing to 
delayed sanction of disbursing staff 
for payment of compensation to the 
landlords. 

In the present casc. the Atinistry 
should as early as possible. issue 
necessary sanaion to covcr tlic in- 
tcrcst already paiJ and should fix 
the rcspon~ililiry fiu thc &lay in 
the pa\mcn t of compcns~ri(~n. Tlic 
Cnnrmittcc should be infiamcd in 
due course of the progress c.f pay- 
ment of cnmpcnsatior~ t c r  the rc- 
min ing  cxownras. 

I 16 206 Do. 'The C'x,rnmitt~u: arc unshlc to : ~ p p ~ -  
ciatc the subtle di~;tinctron txt- 
w c n  diffcrcnt kinds ol povcrnmcmt 
ducs recovctablc from displaced 

(ii) The  Chief Secy. Delhi 
Admn. has been requested to 
fix responsibility for delay in 
making payment of compensa- 
tion to land-owners. Their 
final repiv is awaited. 

(iii) 'The position regarding pay- 
ment of compensation to the 
remaining land-owners is be- 
ing asccrraincd and will be 
intimated in due course. A 
notc has also bcen submitted 
(XXXIX). 

'I'hr qucstitm wlth regard to 
rccovcry of arrears of rent 
and ducs of Works, 
Housing Sr Supply lMinistly 

that the Chief Sme-  
tary, Delhi Adminis- 
tration, who had 
been asked to fix the 
the responsibility for 
delay in making pay- 
ment of compensa- 
tion to landowners 
should be asked to 3 
expedite the matter. 
They also desire to be 
informed of the 
latest position regard- 
ing the payment of 
cornpensatton to the 
remaming land ow- 
ners. 

The Committee de- 
sire ~ h a i  the deci- 
sion in the matter cf 
recovery of arrears 





2 I9 209 Do. T h c  Clmunittec t~ould like tc- know 
what \ t c p  have bcvrn takvn by thc 
hlrni\try to ralrsc thc ilnlounts f ~ o m  
the various pcmms employed in 
chargc o f ,  hc Gunp and epain~t 
whom dirciplmary action was taken 
for fraud , embczlcm~nth, etc. 

rzo 210 Rchabilitation Information alrcntiy alllccl for bv the 
Committee :S to 1hc manner in 
which the low on ;iccourlt of non- 
rcpaymhlt of rchubilitntion lth?n~ by 
displaced pcrsonq is txinp calculated 
and at what intervnls and the 3mount 
of loans written c b f f  so far by the C h -  

trial Govanmtnt should bc cxpcdited. 
Seventh Rcporr (Second Lok Stzbl~a) 

and necessary action for filing 
a suit against him is being 
taken t y  them. As regards 
Govt. of Uttar Pradesh the ex- 
planations of the officers con- 
ceren haw been obtained and 
are being examined by them. 
Action is proposed to 
tw taken in the l~ght of the 
findings arrived at finally. 
&)ththcStatcshave been 
requested to finalise the case 
expcditiously. 

Note submitted (Appendix XLII) Further progress may 
be watched. 

Note submitted (Appendix Further development 
XLIII). in this case may be 

watched. 

121 49 Scientific Thc ..cutxidiary accounts of the Surwy of A note ha$ been submitted See para 132 of the 
Rescar ch India appcndcd to t hc Approprint ion (Appendix XLIV). Report. 

-. 



Accounts revealed accumulaticn of 
surplus stores in the Photo Litho 
Scctions which, in the o inion of the 
Committee, would have !een avoided 
by restricting the purchases accord- 
ing to needs. Stocks of chemicals, 
ctc. which are liable to deterioration 
and which can be obtained from the 
market readily should be at the 
minimum. The Committee desirc 
that the existing stock position of 
G U C ~  stores should be reviewed & 
ceiling limits fixed for stocking such 
stores. 

I a2 51 Scientific The G>mmittcc: wcre not convinced of 
Research the need for a scpamtc Ckrporarion 

m.~.,  National Rmarch Devclopmhlt 
Corporation for dcvcloping the pro- 
ccsws and invention and in asess- 
ing thcir conlmcrcial potmtialit its. 
In thcir vicw, thc Council of Scien- 
tific and Indust rial Rescarch could as 
well do this work.' 

r .  I his rccommcnaatlon of the See para 133 of the 
P.A.C. way condered at a Rcport. 
mccting of .hc Board of Direc- 
tors of thc National Research 
Devclopmcnt Corporation on 
the 24th September, 1958. 
The Board was of the view 
that in the context of exist- 
ing conditions, the N.R.D C. 
had a positive role to play 
in securing an adequate share 
for the national research effort 
in the contemporary and future 
industrial development of the 



country and that the deficits 
being incurred by the Cor- 
poration were insignifimt 
when the over-all expenditure 
Om research was taken into 
consideration. The  Board 
also hoped that within thenext 
few years S.R.D.C. of India - might bc ablc to attain reason- 
able self-sufficimcy, and has, 
t hereforc, remmmended that 
rherc is cvcry justification for 
continuing the N.R.D.C. for 
some morc time and watch 
thc rcsults of its efforts which 
\vex already beginning to 
bear fruit. 

'I'hc abovc rcconmendation of 
thc Hoard of Drrectors of the 
Ndt ional Rescarch Develop- 
ment Corpmtlon is at present 
under act IVC amsideration of 
thc Ciovcrnmcnt, in the light 
of r hc otacrvarions rr,ade bv 
thc Public Acamnts Com- 
mittee on the subjea and the 
final dccision thereon is ex- 
p~cred to Ix reached shortly. 
.\Iean\vh~!c, this interim report 
I \  c n t  for the infbrnlation o f  
the Commit tn.. 

-.----- -____ __ - - - --- -- 



113 52 Scientific Thc Conimittcc trust that Govcmmcnt- 
Rcscnrch uwuld cikc thc fimt convenient op- 

portunity to cmlwdy thc functitms 
of the Council of Scientific ant1 In- 
ciuaridl Recnrch in a statute. 

1 1 4  53 Do. The  C~vnmittrc rcgret to stntc 1 hat the 
h4inist;tr). haw not apprcciatcd the 
signifiamn: of thc rccommcncintion 
ma& by thvm ,hat whcrc it is d c ~  
sired that continuing funaionq in- 
volving cuhstant in\ cxpcndirurc should 
hL' CXCTC~SCJ by autonomous bociics 
like thc C.S .  8r I.R. tht p c w x  and 
dutics to be cxerciscd hy it should 
bc dcfincd by sped ic  ~ ta tu te  While 
they a p e  with <;ovcrnm~nt that 
it is necessary to 1i:ivc :in nuconomour; 
orpanisat ion for rhc purpose of ar- 
ryinp: clur rcscnrch work and to cn- 
able it to ivork indq~ndcn t ly  without 
inrtrfircnn. from Govcrnn.ent Dc- 
pnrrmcmc, rhc Cimimittcc f k l  at rhc 
samc t imc I ha1 i r  is of plrd~noi~nt  im- 
prtancr,  that rhc cxpcnditure is sub- 
jca to cffcct ivc parlimcntnry am-  
trol. 

i notc has been received (Ap- See para 134 of the 
pcndix XLV). Report. 





I 2 7  103 Mines & Fuel. The Committee suggest that now that 
the Government have accepted the 
recommendation made by the last 
Committee, that, the Accounts of 
Coal Production Fund should be 
closed as on 31st March, 1956 and 
the balanct credited to the Consoli- 
dated Fund, the h-linistry of Pro- 
duction should debit the Railway 
Department with the outstanding 
amount so that the responsibility 
for effecting the recoveries from the 
parties concerned or to write it off. 
if nor recoverable, as they might 
deem fit, should devolve on them. 

Note submitted (Appendix No Comments. 
XLVII) It was not possible 
to close the accounts as on . 
31-3-56 as the accounts dis- 
closed a net deficit of Rs. 123 
lakhs for which a provision 
was made in the Budget p- 
timates of 1957-58. Actton 
had now been more or less 
completed by the Director of 
Audit(F.R.S.C.S&M) to adjust 
the accounts. With regard to 
the debiting of outstandings 
to Railways, it was stated that 
the Railway Board were of the 
opinion that they were only 
aczing as agents for the collec- 
tion of the Cess and were not 
liable to pay any outstanding 
amount. 'The Ministry of 
S.M.F. are of the opinion that 
the point may not be pursued 
further. 

(Further Note received A p  
pendix XLVII) 



Sevmrh Repmt (Second Lok Sablra) 
128 u q  hlines b- (i) - Fuel. 

the notification of the rules 

despatches by road or river even after rules should be framed im- 
the enactment of 1952, Government mediately after the commence- 
have gone beyond the powers con- ment of the Act. The mat- 
ferred on them by the Law enacted ter has, however, been taken 
by Parliament. up with the Department of 

Parliamentary Affairs through ' 
(ii) When the excise duty was not the hiinistry of Law, for is- 

levied on despatches of coal and coke suing further,instructions, as : 
by means other than rail, such des- it  is of a geneal nature affect-$ 
patches had been considerable, vrs., ing all the Ministries. 
I -061 million tons in 1953 against 
the despatches of 31 '473 million 
tons by rail. This only shows that 
there has boen a considerable loss 
of revenue on movements of coal and 
coke by means other than rail prior 
to the 25th September, 1954 which 
could have been avoided.hd-Govern- 
ment taken earlier action. - - - - --. 

*Not printed. 



(iii) T h e  Committee do not see any 
satisfactory reason for delay on the 
pan of Government despite - the 
advice of the hlinistry of 1,aw. 
Thcy, therefore, suggest that with 
a view discountenancing such a 

i situation arising in future, the time 
limit by which rules should be fram- 
ed by the Executive under delegated 

' j  legislation should be fixed. More- l ! over, these Rules should strictly fol- 
low thc provisions and be within 
the scope of the substantive legis- 
tion. 

I29 226 Mines & Fuel8 The  Committee can do no more than Note sl~brni~tcd (Appenl 
express thcir dissatisfaction at the XLVIII). 
manner in which this caw relating 
to the dclay in dispossal of Govern- 
ment building, RS commcntecl upon 
in para 30 of thcir 15th Report, was 
dealt with. As regards the sale of 
buildings, it has been stated that a 
payment of R s . 2 5 , ~  has been 
realised from one colliery and the 
issue rclating to anothcr is under 
arbitration. Further dcvclopments 
in the case should bc intimated to the 
Committee. 

dix Further developmenm 
of the case may be 
awaited. 



I 3 0  21 r Iron & Stcel The  impresions gathered by the Com- 
mittee during thcir visit to Rourkela 
Steel Projcc-t confirmed the view 
of the profe%sional aud~tors of the 
Company that the accounts at 
Hourkcla called for immediate at- 
tentwn as the Accounts Ilcpartment 
there had cxcrciwd little or no 
control ovcr thc atfairs of chc 
I'rojccr . When qw\ t  ionecl ahour thc 
financial control exercised, the Com- 
mittee ccwld not get a satisfactory 
answer in the absence of firm esti- 
mates of expenditure for the different 
Items of work. 

It  is understood that following the No &mments. 
concurrent audit of the ac- 
counts of the steel projects, 
the Audit Report of the Com- 
ptroller and Auditor General 
for the year 1958 has been 
placed before the Lok Sabha. 
Hindustan Steel Private 
Limited have been asked to 
submit the estimates of cost of 
different items of work show- 
ing : 

(i) the value of contracts con- 
cluded; 

(ii) the expenditure already 
incurred on items of work for 
which no contractors have been 
employed. 
(iii) the estimated value of con- 
tracts still to be concluded; 
and 

(iv) the estimated expenditure 
remaining to be incurred on 
items of work for which con- 
tractors have not been or nre 
not proposed to be employed. 



131. 213 Iron and In the opinion of the Committee, had 
Steel Gowrnmcnt p ~ p a r c d  a co-ordinatcd 

plan for the expansion and dcvclop- 
ment of thc Visakhaptnam Port 
and pmviding it with suitable plant 
and machinery to c o p  with the in- 
creased traffic it m m  to handlc in 
amwxtion with the oil refinery and 
steel plants. Govcrnment could havc 
avoided the l~cbility fix payment of 
demurrage charges to the tunc of sc- 
wral lakhs of rupccs for I he dctcntion 
of ships for want of unloading facili- 
ties at the port. Thc C~mmittcc 
would remmmcnd that Cmvernmcnt 
should accord top priority t o  the 
dcvclopment of the Visakhapatnam 
Port so that the Port could handle 
the ttatfic expeditiously. In the 
rneantimc, Gcn-cmmcnt should SCC 
thnt the ships carrying plant an J 
machinery for the Rhilai Steel Plant 
arr divenc~i to othcr ports. if nccs- 
sary so ac to cnsurc that thc cargo 
1s unloaded without delay. 

With the additions made to the No Comments. 
handling facilities in the port 
of Vizag, therc has been consi- 
derable improvement in the 
rate of unloading cargo for the 
Rhilai Stccl Project. The 
port of Calcutta has had to 
handlc, besides the growing 
commercial imports, plant and 
machinery and construction 
equipment for the four steel 
plants in Jamshedput, Burn- 
pur, Rourkela and Durgapur. 
The Railways could not handlc. 
in addition, traffic for Bhilai 

fromthc port of Calcutta. The 
port of Bombay was hea- 
vily mngcsted and could not 
receive any ships for Bhilai 
until ahout the end of 1957. 
The railway haulage from 
Rombay to Bhilai is very much 
longer and presents difficulties 
in regard to oversize and heavy 
consignments. Sinccthcend 
of the last year with the impro- 
vement in the situation in the 
Bombay port, it has been pos- 



214 DO. The (:hairmm. Public Accounts (;om- 
mittec, unctcrtook 3 study visit to the 
Hourkcla and Hhilai Stwl I'rojms 
towards thc cnd of hkrrch 1;ut. As 
a m u l t  of on thc spot study hc sup- 
pcstcd to the project wthor i t ic  that 
case historicy of tIlc S ~ L ' O I  projects in 
thc public sector right from thc st:~gc 
of their conwption t i l l  a)mplct ion 
should hc prcyarcd &ding with cach 
major part of thc r r o j c ~ ~ .  'Shis 
should set forth the scr ic~  of  diflicul- 
ties and snags which mighr have 
been experienced in the matter of 
planning, designing, ncgoti;~tions with 
foreign experts, the execution of civil 
engineering works by the Indian con- 
tractors, the rates quoted by them and 

siblc to arrange to unload about 
three ships bringing stores 
from the CTSSR, every month 
in that port.  It may be added 
that nearly go?:, of the ship- 
m-nts from the USSR for the 
Rhilai Steel Project have al- 
reads bccn recei\-ed and clear- 
ed and there would be no 
dttficulty in handling the 
balance in time. 

Hindustan Stecl I'rivatc Limited No comments. 
have noted the suggmtion and 
 re takcng steps to preparc 
a s e  hisrorics for each of the 
projects along lines which 
woulcl bring forth useful in- 
formiition in planning and 
constructing future plants. 



the commissioning of the plant and 
a host of other prnblcrns which would 
have to bc handled in thc day-to-day 
working. Such cusc histories, the 
Chairman fclt, would prove of im- 
mcnse use whcn in futurc our own 
engineers and project otliccrs plan and 
construct othcr stml plants. 

215 Iron and Thc Chairman also suggested that n 12s soon as costs could bc allo- No comments. 
Stccl comparative study of thc construe- a t c d  specifi~;llly to particular 

tion cost of thc various parts of the units, Hindu$tan Steel Private 
thrcw stccl ~ IBI I IS ,  sI~ould bc ma&. I h i t c d  propoge to make a 
E'hilc he apprcci:itctl t hiit the thrcc comparative study of the costs 
~>rojects were k i n g  cxccurcJ with of construction of various 
thc help of foreign u)lln\wrntion units. 
under diffcrcnt tcrms and contlit ions, 
hc fclt that i r  should bc yossible to 
makc a comp:irison of thc construc- 
tion costs of some of the sect ions, vaz., 
cokc ovcns, rcfractorics, blast fur- 
naccs. t>l(u)ming mills, civil cnginecr- 
ing works, ctc. A collection of such 
statistical data, hc ohucrvcJ, would 
provide uscful information and guid- 
anw about thc e o ~ ~ o r n i ~  of the cons- 
truction of these three plants by the 
various agencies. 



1% 216 bo. The  Chnmttcc see no rcason why cuch The suggmtions have been noted No conimentrt. 
action might not have been initiated by the Hindustan Steel 
by the Project Authorities earlier. Private Limited and a report 
They trust that as a rcsult of the cug- will follow. 
-ions made by their Chairman. 

t the author~ties wrll review the estl- 
-r mates m d  accountc to ensure that 

then. 1s n o  excessrve or extravagant 
expenditure and that all the thnv 
Steel Proiccts an .  executed, managed 
and run as ccc~nornjc~lly prsthle.  

It wa? found thut somc of the &signs 
and blucrrints suprlicd by foreign 
collaborators coultl not easily he under- 
stood and inrerrrctcd f i~r  construc- 
tion purposes by our contractors and 
difticulties in this regard shoulJ lx 
carefully notcd anti ibrcign experts 
may bc informed, in wsc of future 
projects, of the rcquiremcnts of In- 
dian cngincers and contractors in the 
matter of tic~igns and hlucprints 
supplied by hrcign experts. 

The (kmmittee dcsirc that thc Project 
Authorities should implement the 
euggmtions set forth above and fur- 
nish to them a rcrort on the qucqtion. 

135. 217 Do. All the threc Project Authorlties rhould Hinductan Steel Private Limited No comments. 
chalk out a phased programme for Fpn that interchange of 
the interchange of visits by top per- twits by Scnior officers of the 

C-C------ ---- -- - - --- -- 



I 36. 218 Ironand 
Steel 

137. 212 Do. 

smnd at the three I'rojeas as it 
would cnablc thcm not only to makc 
a compmr ivc study of the construc- 
tion i ~ohlerns, of thc thrcc Pmjeas. 
bar it would also cnable the to gct 
together UJ pool their know T edge in 
the interests of efficient working 
of the three Pmjccts. 

A now stating thc rcascms fitr the rc- 
vision of the original atimntcs rcl;~- 
ting to the three Stccl l'rojccts and 
the factors rcqpansiblc thcrefor clllcd 
for by the Committee ahoulcl 1x: cs- 
pdi ted .  

The  (:clmn~ittcc i11.c not :I\varc whctllcr 
any agency has bccn wt up \y the 
Government rhcmcclvn for eucrci- 
sing a check about thc utilisntion of 
the loans granted by thcm t o  ?'IS( :O 
and 1ISC:O. for the specific pllrpOFC 
or purposcs for whic.h thcse were 
intended and whether the schcdulc 
fyr c?nstructim work5 tvcrc being 

three Projccts is alrcady taking 
place. The rncctingslof the? 
Board of Directon an: k i n g  
held in the projects by rotation. 

,\ notc, concurred in thc No comments. 
Comptrotlcr and Audltor Gc- 
ncral, stating thc rcazon? for 
thc xviqion of the original 8 
~~t imatc . :  was Fcnt on the 23rJ 
.May, 1958. 

:2 rum of lis. 10 crorcs was sanc- No zomments. 
tioncd hy <h-ernment  in 
June I y~ 4 ;is .;pccial advance 
t o  rhe 'l'nta Iron S( Stecl cfi. 
t i~ r  financing their expansion 
schcmc which was expected to 
raise their production to 
y 3 r . m  tons of finished steel 
per annum. This sum was 



adherecl to by the (l(mpanics, con- actually paid to them io ins- 
ccrned. They would like to he ap- talnwnts spread over the period 
prised of the manner in \vhich Go- from June 1954 to .\larch 1956. 
vernrnent satisfy themselvc~ in [hi\ I'ayment to the Company, 
regard. \vhich \vas made against bills 

in recoupmcnt of the expen- 
diturc incurred hy them in 

conncc~ion \vith imported plant 
and cquipmcnt, was authorisctd 
hy  the Iron Sr Steel (hntmller 
aficr i n i t i l l  identifying 
them with rehrcnic to the 
proicct estimates. -1 . . e x  were 
I'itcl- chcckcd b!. thc Trtm Sr 
Src:l C :ontr-,,:ler wit11 i-<>fkren- 
L C  to 5upl)c)rting \ - ~ ~ ~ ~ , . h c r s  
; I I ~  import document.;. l'he 
Iron & Stccl t :ontr~~l':i \\as 
also authorised to m A e  a rc- 
lcrcncc t o  hook4 A I ~ J  accoi1111s 
of' the ( :l\rnp,tn\ for the pur- 
pose of' s;~tir!)ing himself th;~t 
plant and cquipnwnt ordered 
tinm ;ihrcmi have been used 
in thc ctmplction the Com- 
pnny's expansion programme 
.At thc cnd of cx.h year, the 
hoard of the C:nmpany havc to 
furnish to (;uvcrnmcnt a cer- 
tificate th:it the items in res- 
pect 01' \vhic.h payment of 

*Not printed. 



special advance has been re- 
ceived by them, have been 
Actually utiiised in approved 
works/projects. 

2. Asumof Ks. 10.18 crores 
was sanctioned by Govern- 
ment in December 1594 as 
special advance to the Indian 
Iron & Steel Co, for financing 
their expansion scheme which 
was expected to raise their 
production of finished 
steel to 700,000 tons and 
of pig iron to 4 0 0 , m  tons 
per annum. This sum was 
actuality paid to them in ins- 
talments spread over the period 
from December 1954, to March 
1958. Payments to the Com- 
pany were authoriscd by the 
Iron & Steel Controller by way 
of recoupment against bills in 
respect of expenditure incur- 
red by the Company on the 
expansion programme, subject 
to the same conditions as fot 
the Tata Iron & Steel Co 
mentioned above. 



3. It may also be statca that 
Government of India have 
nominated Shri S. Bhootha- 
lingam ICS, (now Secretary 
to the Government of India 
in the Department of Iron & 
Steel) as a Direcor on the 
Board of Directors of the two 
Companies for watching Go- 
vernment's interests. The  
Government Director will 
continue so long as any part 
of special advancelloan/World 
Rank Loan taken bv the firms 
from Government World Bank 
ir outstanding. 

4. 'The Companies are submitting 
periodid repons about the 
progress of the execution of 
projccrs, wherein delays, if 
any, are indicated. They are 
also sending their annual re- 
pons and balance sheets to 
Government. 

5. The 'I'ata Iron Sr S t t d  Co., 
have nearly completed the 
mtdcrnisation and expansion 
programme (99q{,). They are 
also expected to mmplete 
their wcrrnd expansions by 
3rst March, 1959 when the 

-- - -. - - - 



installed capacity will be I - 5 
million tons of saleable steel. 

6. The Indian Iron & Steel Co's 
first expansion schepe (1953 
extensions) was due for com- 
pletion by the end of 1957. 
'The second expansion (1955 
extensions) raising the produc- 
tion of finished steel to m,ooc 
tons is, according to the Se- 
cond World Bank Loan Ag- 
reement, due for completion 
by r st llecemher, 1959. The 
two programmes have become 
integrated. So far, the Com- 
pany have installed coke oven 
batteries and two blast furnaces 
(capacity of each ; 1250 tons 
of iron per day). The  steel 
furnaces for conversion of pig 
iron to steel for the first blast 
turnace started operation in 
February 1958 The steel 
t'urnaces for using iron from 
the second blast furnace (star- 
ted in October, 1958) are 
expected to start operation by 
the end of this year. 



227 Communl- The  C'on~m~ttec should he infiwmecf 
cations and further development rclat~ng rcl  thc 

C3viI rcu-over\ of Kz I . ~ ~ . 2 j o  f rcw the 
Aviat~on ('hinew ( . 1 ' )  (;o\ ernment 

which 1s long cwtstan.l~ng. 

228 Ilk). pl'he (hmmittcc wmld like to  know the 
final outcome of the c x e  relating to 
recover! from Pakistan of their share 
of contribution to thc I.C:.:l.O. paid 
by India filr the period fiom 15-K-4- 
10 30-6-4s :.IZ.. I 5.635 do l l i~ r~ .  

229 Communi- 'I'he Ovcrsetrs ( :ommunication~ I k -  
cations and partmcnt should considcr the ques- 

Civil tion of' placing experimental orders 
Aviation. for transmitters with the Ilharat 

I~lccrronics (1') 1.1 J. .  Ranpalore. 

'1.ranspon & All hiinistries requirinl: elcc~trotiic 
(bmmuni- equipment shoi~ld, before 
c-ations.!All placing orders ah rod .  first nscertain 
Ministries. from the Hharat 1:lcctronics l,tJ., 

whether that factory could manufac- 
ture and supply the equipment. In 
case the B.Il.1.. had not established 

I'he position remains unchap- The  Committee m y  
ged. The  Chinese Gnvt. be informed of the 
are being reminded regularly settlment of the 
to expedite the settlement of dues. 
the dues. 

Intimation has been rcceivd No comments. 
through the Representative 
of India on the Council of 
i.C.h.0. that the Orpanisation 
has received the sum of 
$ 1  5,635 Srom Pakistan on the 
16th September. 1958 and 
credited the amount against 
India 'supplementary assess- 
ments for the year rgc7-5R'. 

1) ircctor General, Overseas Cnm- 
munications Scrvice is in 
cxmespondencc with Mls .  
Hharat lilectronics Ltd., and 
has also placed some tentative 
orders on the latter fvr 
supply of transmitters 

hlinistry of 'rransport & Com- No comments. 
municatinns ( Ikp t t  of Com- 
municat~cw\ A ( ' ~ v l l  Plviation) 
has brought t c \  the notice of all 
attached and subtwdlnate offi- 
ces etc. under them t;w guid- 
dance. 

- -- - - 



--------- - -- - -- -- ------ - - - 

I a 3 4 5 6 
- - - - - -- - -. - - - - - - - . - 

production in that line, experimental 
orders. should be placed with them 
with a view to establishing manu- 
facture of that equipment.¶ 

Fifteenth Report (E'rrsr Lok Sahlia) 
141 65 Tranbpon. If. as urged by the Government, the 

higher rates of compensation paid to 
the Indian Shipping Companies for 
the shlps requisitioned during the last 
War for the U. K. C;overnrnent was 
treated by Government as a meawre 
of assistance to the Indian Shipping 
Industry towards its post-ww rehabi- 
litation, the Committee fail to under- 
stand why subsquent attempts were 
made (though in vain) by Go\wn- 
ment to recover the extra amount 
from the U. K. Government instead 
of taking o straight vote of the then 
Legislature of this grant-in-aid. 
Aczually. no such vote was taken. 
As the expenditure relates to the pre- 
partition period. there is. however. 
no question of taking the Parltarnent 
vote now. 

'I'here seems to be some misun- No  comments. 
derstanding in regard to this 
matter. The  requisitioning 
of Indian ships was done by 
the then Government of India 
for and on behalf of the U. K. 
Government whose responsi- 
bility it was eventually to pay 
compensation to the Indian 
Companies corr cerned. When 
the matter was taken up with 
that Government, they indica- 
ted that they would pay com- 
pensation to Indian Compan- 
;es at the same rates as adopt- 
ed by them in respect of their 
own requisitioned ships. 
These rates were found by the 
thcm Government of India to 
be madequate having regard 
to the special position of 
Indian Shipping Companies 
and so, they dccidcd to pa) 



the latter at higher rates ir. 
full knowledge of the fact, 
that the whole amount so paid 
would not be reimbursed by 
the U. K. Government, the 
idea being to treat the difi'e- 
rence as subsidy to the Indian 
Companies. Accordingly, pay- 
ments were made to the Indian 
Companies by the Govern- 
ment of India leaving it to be 
subsequently decided by nego- 
tiation with the I!. K. Govern- 
mmt as how much of their 
payment \vould be reimbursed 
by the latter Government. 
Efforts were then made 30 re- 
cover from U. K. Govrrn- 
ment, the maximum amount 
possible. These negotiations 
were inevitably prolonged 
over a number of years. 

4 66 Do. T h e  Committee would like to know '1-hc matter regarding the recov- 
the present posttion reprding the erv from the Government of 
recoverv of the cost (KT. 73.91 2) of U.K. nf the cost of two barges 
two barges from the Comman&r-in- triktn over by the Commander 
Chief, East Indies, Naval Hcadquilr- Ii .  M. Rra#anza which had for 
ten,  Ceylon and also about the rc- a long time bc"m under corres- 
covery of the U. K.'s share of deficit pondence between :I. G.. 
in the account. Hombay and the Rritish Nsval 

Cashier, Bombay and Captain 
Superintendent Ropl Yard, 

----- - ---- - - -  - -  - - -- --- - . ---- - -. --- - - -  - 



*I'rincomalee by thc High 
Commissioner for India in 
Lmndon. A final reply from 
that Government is still await- 
ted. That Government have 
explained that the delay in 
giving a final decision is due to 
the fact that i t  has been neces- 
sary to conduct a considerable 
amount of research into war- 
rime and post-war records. 
In the meanwhile. the Go- 
vernment of U K. has en- 
quired whether the Rr agana 
was a R o y ~ l  Navy or Royal 
Indian Navy Ship. The 
Ministry of Defence hwe 
l m n  asked whether they can 
I-larifj. this point. 

.A\ regards the question of the 
recovery of the U. K. Go- 
vernment share of deficit in 
the account it may be stated 
that the cost of the two lighters 
in question would be reco- 
vered by the Government of 
India. The accounts have 
already hem setrlcd with that 
Government. excepting the 



reco\ ery 01 Ks 7.39.1 20 -. 
No other amount 1s out- 
\tarding from that Govern- 
ment The accounts of the 
whcme can, however, be 
finally closed only after this 
ouststanding amount is ad- 
iuwd. 

143 54 Tranqwrt 1lcy11c financial i t  r?pI!drl l  ics con]- 
mrt 1 0 . 1  h! rhc Off icer  In I cspcct 01 
n i i ~ k  h I ~ C  .jItn~\rr\ rv~t ~-tv~\~tier 

The AIinistry of Esternel Affairs No comments. 
have stated : Noted. Neces- 
zar! infbrmaticm has bccn 
furriishcd to the hiinistry 
undcr whom the Officer was 
cmployccl after relinquishing 
charge uf his post under this 
hlinistry 



other Ministry which had meanwhile 
employed him. 

Seventh Report (Second Lok Sabha) 

r J )  a30 Transport Thc Committee are distressed to ob- 
serve that the ,Ministry have not so 
far been able to apprise them about 
the line of action contemplated to 
be taken by Government in the 
matter of effective Parliamentary 
Control over the working of Port 
Trusts in the country by amending 
the existing Pons Trusts Act as sug- 
gested by the Comptroller and Audi- 
tor General of India. They desire 
that a final decision should be reached 
on this question which is pending for 

the last five years. 

Attention is invited to the note The final decision 
sent to the Lok Sabha Secre- awaited. 
tariat with this Department 
Office Memorandum No. 
3-BA(1)/58, dated the 19th 
April, 1958, for submission to 
the Public Accounts Commi- 
ttee. (App. LIV of 7th Report. 
0 1  11). The particulars 
required in respect of the 
Tuticorin anu hlangalore Port 
Trusts have since been received. 
'The matter is k i n g  consider- 
ed further in consultatiot with 
the Comptroller and Auditor 
General and efforts will be 
made to reach a decision as 
early as possible. 

4 231 D e  . While the Committee are glad that thc The observations have been No comments. 
,Ministry havc acccpted the (leal noted and are being Cornmu- 
relating to the purchase of unscawor- nicatccl to the Government of 
thy vcsselparlier commented upon in Assam for future guidance. 
paras 97 and 98 of the ~ 3 r d  Report, 
as bad, they,are nut able to endorse 





occasions for short period, its conti- 
nuance will go t o  incrrasc the price of 
the end-product. And as thc  pri4.c 
payable by thc sl.,ipping lincs is the 
U. K. parity price. and extras in cost 
will increase the subsilly payable tt? 
the  Shipyard by (;nt.t. It is there- 
fore necessary that cvcry effort shoulrl 
he made to kcep h w n  thc cwt of 
cnn~rruction at anv rate by cschcu.i~lg 
a\.o;dablc cxpenctiti~rc. Obvinusl~.. 
the difficulty will hc ovcrcnmc to a 
great extent if the pacc of production 
is s t c p p l  I I ~ .  For this purpose 
Comrnittcc suggest action on the 
foll(.\l. inq lines : 

(t)  Effective mcrhod 01. cost ccwtrol 
shoulti IT introtluce in rhc 
Shipyard by laying (Ion n norms 
1;)s C,K-h item of n w k .  s o  rh,it dc\.i,i- 
tions could bc spotted immediatclv 
;aid remedial measures t;tkcn promy- 
ti)-. 

(it] Shipping lines, whk-11 :ire granted 
loans hy Government. chould be 
cncnurageci to place cmlers with 
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the responsibility for l o s  on the with the Union Public .Service 
officem c o n m e d .  Commission : 

( I )  to censure him. 

(ri) to recover from his pay in 
20 equal instalments a sum 
of Rs. ~,ooo!-. 

The Committee observe that the arbitra- The Committee will be apprised The latest position 
tion prcweedings stand adjourned of the outcome of the case as may be stated. 
sine die pending the hearing by the won as the arbitration procee- 
High (:ourt of a revision filed by the dings are completed. 
firm against the orders of the lower 
court dismissing its objection to ex- 
tensions granted by the Government 
Arbitrator for filing of Government 
claim. The Chmmittce would like 
to be apprised of the final outcome 
of this case. 

I h .  The Committee desire that in the matter A note has becn rceivcd (Appen- No comments 
of placing ovcrstm contracts, the iiix LII) 
relative advantages of F.O.R.  and 
C.I.F. basis of COntIIIcTS should be 
watched over a pcriod of ycan with 
a view to cvolve a formula for ~ e n e m l  
guidance. 

00. The Committee were surprised to learn 3'he <iavcrnmcnt have reviewed No comment;. 
that the delay in the completion d' the position and find that as 

- 



the construction of a house requisi- 
tioned by Government was attribu- 
table to the inadequate delegation of 
powers. They trust that Govern- 
ment would review the existing 
powers of authorities and make suit- 
able ddegation of powers so M to 
avoid a recurrence of such cases. 

S m t h  Report (Second Lok Sabhu) 
156 .  16 ( C )  W.H. & S. large savings and surrenders in some 

case under Grant Nos. 103, 139 and 

the practice of requisitioning 
houses while they are under 
construction, has been discon- 
tinued, cases of this nature 
are not likely to arise again. 
It is unnecessary, in the cir- 
cumstances, to consider the 
question whether these powers 
should not be delegated to the 
Estate Officer in the interest 
of expedition. It would be 
inadvisable also to delegate 
powero of de-requisitioning 
to a Junior Officer. T o  ob- 
viate the possibility of houses 
remaining vacant pending de- 
cision regarding de-requisition- 
ing, instruczions have been 
issued that proposals regarding 
de-requisitioning must be 
set put up well in advance of 
date on which houses are likely 
to fall vacant while such 
proposals are under consi- 
deration, 

This recommendation has been No comments. 
noted and brought to the notice 



140 of Appropriation Accounts (Civil) of all concerned under the 
1953-34 and Grant Nos. 103, 138, Ministry of W.H.&.S. for 
139 and rao of Appropriation Ac- careful note and compliance. 
counts (Civil) I 954-5 5 are indicative 
of over-budgeting and underline the 
need for more realistic budgeting. 

Do. !i) The Committee feel that the case Notes have been submitted 
relating to the dcpartment.1 ex- (Appendices 1 111 & LIV). 
ecution of work, referred to in para 
I I of the Audit R e p n  (Civil) 1956 
Part I, disclosed a serious situation in 
w a r d  to the maintenance of initial 
accounts by C.P.W.D. as the proper 
account of repair works cmried out 
departmentally was not maintained 
and even the accounts of materials 
were not made available to audit. 
Such delap makc room for inefficien- 
cy and corruption. They indicate 
lox  control of the C:.P.W.D. over it:, 
sub-divisions. Officers responsible 
for not maintaining the accounts 
have been let off lightly with a 
warning. Thc <>~rnmittcc trust that 
a note of warning to the officers con - 
ccrned for not maintaining the initial 
accounts and for laxity of financial 
control in the present caqe has been 
kept in their Character Rolls. They 
feel that more stringent action is 
necessary in such cwcs. - -  - -  . - I__---- 

- 

The Committee desire 
that the particulan 
of officers who w u t  
responsible for the 
various financial 
and accounting ir- 
regularities may 
be stated. 

I 



expenditure and the factors leading 
to it. 

139 Do. (iii) The question of the excesses over 
estimates should be examined care- 
fully to sce that the provision made 
for maintenance and repairs is rea- 
listic and in accordance with current 
trends. 

W.H. & S. (ii) The Ministry should conduct a fur- Notes have been submitted. The Committee desire 
ther enquiry into the matter and - (Appendices LIII & LIV). that the particulars 
repon to the Public Accounts Com- of officem who w m  
mittce inter alia the details of excess responsible for the 

various financial 
and accomting ir- 
reg ularties may be 
stated. 

Deal 

latter is 

Do. 

YE Do. The Committee were surprised at the The m 
plea of the Ministry that the sale 
price of plots sold to the displaced 
persons by Government already in- 
cluded an element on account of 
municipal services and therefore, no 
claim lay against the Municipality. 
In their opinion, it was a question 
of transfer of certain remunerative 
assets by Government to the Muni- 
cipal Committees for which the latter 
should pay to the Government. The 
fact that the lots fetched a higher 
(or even loway price becsusc of crr- 

under examin .ation. The latest position 
may be stated. 



t u n  circumstances, uaa hardly re- 
levant . 

In order to enable them to examine the 
position further, the Committee de- 
sired to be furnished separately for 
each colony the proforma accounts 
regarding the number and value of 
houses built f.~r displaced persons, 
number ,-f houses occupied by then; 
and their individual value, amount 
realiscd and remaining to be rraliscd 
by sale to displaced persons and 
the compensation due to each of those 
displaced persons. This is still 
au  aired. 

161. 144 Do. (1) A statement showing the discipli- 
nary action taken and remedial mea- 
s u r e  adopted for future in the 
matter of faulty placement of con- 
tract fur printing and binding of forms 
is still awaitcd. 

Do. Do. 

162. 245 Do (ii) As repards the allegation rhat the 
firm used country-made poor quality 
paper and gct payment for superior 
quality paper, the Committee were 
amazed how this could have escaped 
jetection at the time of inspcc.tion 

and taking delivery of the forms. 
Undoubtedly it was a case of gross 
negligence on the part of the officers --- ----- - ---- 



responsible, and merely censuring 
thcm (two Assistant Controllers) 
would not meet the requirements 
of the case. T h e  Committee desire 
to know the circumstances under 
which this punishment was consi- 
dered adequate, the present status 
of these two officers under Govern- 
ment and in case they had retired, 
the posts held by them before their 
retirement. 

( t i t )  I'he Committee are also dissatis- 
fied with the position of the out- 
standings relating to old orders and 
desire that the up-to-date position 
be reported to thcm. 

163 247 U:. H. & S .  I'he Committee arc of the view that 
there was no justification for thc 
pa!ment cf Hs. 32,020:- as compcn- 
sation for de-rcqui5itioninp: a build- 
ing in ficmbay. If terminal corn 
pensation wac at all payablc. it should 
hsvc bcen restricted to the estimated 
value of restoration of the building 
to its nricinal state. Conflictinp 

Necessary action has been taken No  comments. 
by the hiinistry of Law to 
avoid conflicting lega! opinions. 
In this connection, attention 
is invited to the note furnished 
by the Ministry of Law in res- 
pccr of paras 263 and 265 
of the Seventh Report (Second 
I.ok Sabha) (Appendix XIII). 





benefit to an officer involved in a 
fraud case against Government. 

24: I . . S .  ( i )  In their Fifteenth Report (1954-55) 
the Committee had referred to fail- 
ures on the part of the Estate Office 
in maintaining their records in the 
prescribed forms since the inception 
of the revised procedure of essess- 
ment of and recovery of rent in 195 I .  
They are unable to understand how 
despite their criticism more than 
t~vc) years back, this unsatisfac~ory 
state cf ~%i r s  still continues. ?'kc 
Committee should be apprised of the 
action taken by the hiinistry on the 
suggestions made hy the Special 
Reorganisation unit of rhe hlinistry 
of Financc regarding the ilccounts 

.<tatr proccdurc obtaining in the I:. 
Office. 

i r . )  The Committee should bc informed 
of thc dccisionc taken in regard to the 
recovery of nrrc'ars of rent clue from 
the displaced persons. 

-1'he matter is under examination Final decision may 
by the Ministry. be expedited. 

A nolc has iwen rcceived (Ap- 'I'he ('ommittee also 
pendis I \ ' \ desire t t  know 

alternative steps 
taken for thc 
recovery of arreris 
of rent due from 
the displaced per- 
sons. 



Do. The Cornmince deprecate the delay of 'This rcwrnmendat~on has beeD No comments. 
about five years in taking action noted and brought to the no- 
against the offioem rcspnsiblc for tice of all concerned under the 
misappropriation of thc sum of Ministry of W. H. & S. for 
Rr. 34.03 1 by an auaionccring firm. careful note and compliance. 
The). rtircratc their earlicr re- 
commendat  on that the disciplinar). 
aspta in all of fraud and mis- 
appropriation should k finaltsed 
expciir iously and cicterrcnt punish- 
ment awarded to the prsons con- 
ixrncd. 

167 252 D < l  'The Czommit~ce desire that as won 
as irrcgularitics of the nature of 
ovclpajmnt of rcnt (cf. Para 18 of 
Audtt Kcpm rbcd) come to the 
notice of the Gowmmcnt through 
Audir Objccrians, rhcy should he 
comrnuniutcd to higher ofIicz:rs and 
action on such cares should be 
accorded top-priority and wntched 
carefully. 

Do. 



had been taken on deputa- 
tion', appearing io the con- 
cluding sentence of the note 
may be deleted as in their 
opinion ,they wcrc redundant. 
As, howc:vcr, the statement ar 
such as is factually corrcct, 
it has not been possible for 
the Ministry to accept thia 
suggestion of Audit. 

169 254 W. H. & S. The Committee would rccmnmend that This rccomrncndation has been No a>mmcnts. 
in c a a  regarding the loss sus- noted and brought to the 
tnined by Government on account notlcx: of all wncerned under 
of u m g  advie pivtn to a firm, re- the Ministry of W. H. & S. 
fcrrcci to in pnra 21 of the Audit for clertful note and corn- 
Hcycwt ihtl in tuturc. legal opinion plianoe. 
should tr quotcd vtrbortm avd any 
interpret at ion or clnr ificaticm t hereof 
ohould Fc vcttcd hy the I.aw Minis- 
try twfcirchend so as to avoid any 
mtrovcrsy lam.  

Do. (13 T h e  Commjrtcc arc of the opmicm A note has been received (An- No comments. 
thnt, whde mquircmcnt of stom ~ e n d i x  LVT). 
s h o ~ l ~ i  hc m d  irs closely a3 
pmibte and the limits of slacks 
adju~ted accordingly, it would bc 
inoorrcct to regulate the stock 



limits with tho baqing air uat ions in 
direa supply. 

(it] Thc Cornmitta um.~ld ruggem 
W t t  thcrc ahould bc a awr'iinated 
and uniform p l i c y  in rcgartl to 
holding of stock and that n s~ i t ab le  
formuL should be evol\-cJ after 
studying the ~ r l c l ~ t i ~ c .  of d e ~ d  
and supply, ycrio.1 of t k 1 i \ ~ r i ~ 3  
ctc. The <'nmmittrc should be 
furnished with a note stating the score of imrroving rhc wthot l r  
of mdwting stom ; aavucrinp of 
thcir rcaiprs anL! ~ P S C C ~  ctc. after 
kwping in  vrcw rhe ovtrall JCIIWI~ 
;uiJ supply pairio.~. 

Do. The ( ; o m m i ~ c c  feel that thc tmn- Ttc observation of the Com- 
sncticm rclatmp to thc purchw of mittcc has bccn nored in this 
teleprinter p p c r  N-4 a purpm~:lcss Minisrry. 
effort resulting ir: waste of time and 
moncy. 

Do. 

Do. 

The <hmm~ttcr: clcwrr that the d c f i r r  'The matter is under examina- The latest position 
in t h e  sqncrn of issufs from utock tion by the fini9tw. may be stwed. 
which ~ m l t  ln shortagei should bc: 
rcmovccf. Thcy an: of or11 m 1  that 
in the a h a  of a proper system 
of accounting of stock, it  ~ v u l d  
bL' difficult to kwp track of rhlngs, 
and sl lort i rp of stock WOUIJ con- 
tinuc. Thc Cornmitrw would likc 
to be apprised of the find dcc~slon 







~n a66 W. H. & S. The Commi~tcc desire that on release 
of the rcs rds  by the Civil Court 
action should be taken immediately 
against the persons respnsible for 
misappropriation of Government 
mmcy in the GLW commented upon 
in para 127ofthe 23rd Report. 

1 267 Do. A copy of instructions issued by the 
India Supply Mission, Washington 
for inclusion of an Assurance c1au.w 
in the a a e  of a Contract where it is 
decided to accept highcr price than 
the lowest tender in the interests 
of earlier delivery on the lines of 
those issued by the I.S.D. Landon 
should bc furnished to them. 

179 312 Do. The Commirtcu: desired to know whether 
there hsJ bnn any furthcr a s a  
of frnu'i in thc w\>.;cqucn~ ycam and 
to what cxwnt did thc  disc~plinary 

Author it ics concerned have been 
requested to take action against The latest position 
the persons responsible for may be stated. 
the misappropriation of the 
Government money, as soon 
as the rcwrds are released 
by the Court. 

A copy of the instructions issued No comments. 
by t hc India Supply Mission, 
Washington has been reocived. 
(Appendix LIX). 

A note has bcen submitted. The Committee de- 
(Appendix LX). sire to know the p e -  

sent position xegard- 
ing the disciplinary 
action taken against 
the officers concern- 
ed and the reasons 
for the delay in tak- 
ing action against 
them. They arc 



not sarisfied with the 
punishhment award- 
ed to the various de- 
linquent officials and 
desire the Ministry 
to review each case 
with a view to 
inflicting more appro- 
priate punishment on 
them in this case. 
They further desire 
to be furnished with 
the details of the 
judgements deliver 
ed in cases referred 
to at S. Nos. 8-10 
of the statement a g  - 
pended to the Minis- 5 
trv's note. 

I &  4 Finance' Ad h t c  provisions in h e  oh~cn~.c  offull, 
P h i n g  dear bled esrinrures :- 

Introd. Commission ' 
All Orher -1'he (hrnrnittee have felt for some 'J'hc Ministry of Finance No comments. 
Miniotrics time that the existing system of (Department of Economic 

hudgcring and adminis~rative & .4ft:dirs) haw stated : 
financial control arc not appropriate 
in the present context of a planned "N~essary inslructionshave 
national cconom y .  1~xpc.ricmc.c of' hccn issueJ in para 2 
the provisioning and execution of of this hlinistry's O.M. - - - -.- . .  . . . . - - .- -- -- - . - - - .- . . -- - . - - . 



the First and Second Five Year 
Plans has disclosed certain weak- 
nesses of our system of budgeting 
end financial control. While a 
departure from the well-acccptcd 
principle of not providing in the 
budget for any scheme whose detail- 
cd cstimutes have not been worked 
out in full may create initial difficul- 
ties it may bc possible to introduce 
a ~ ~ r t a i n  amount of flexibility in 
the present system without jeopar- 
dising the efficienq of financial 
control by Parliament and Govcm- 
ment. .id hoc provisions in thc 
absence of full detailed estimates 
c-annot lx encouraged. Left with 
a choice between ad lrw provision 
of this naturr and no provision at 
all in thr Iwpinning and supplc- 
mcn ta r  demanJ Iatc in the ycar thc 
Gmmitrcc havc s u g p ~ t c d  the nced 
of making a small provision mouph 
tu cover rhc c?tpmws of survcy, 
prcpamtion of r he dctailcd c.s!imatcx 
and preliminary expenses. Govern-- 
mcnt c a .  in thr course cd the ycar, 
as a result o f t h i s  preparatory 
work cwmc hefore Parliarncnt 

No. I:.g(5)-E(Coord)/58 
dated I 8-9- I 958'(Appen- 
dix 11) (Please see also 
remarks below against 
paragraraph 7 of the 
Report)". 

.l'hc Planning Commission 
havc stated : 

"Ministry of' Fmance 
(Department of EX- 
pend it ure) have taken 
action vide para 2 of 
their O.M. No. F.9 (5)- 
I! (Cmrd)'58 dared 
I 8-8-58'' (Appendix 11). 

'l'he Ministry of Railways havc 
ctateci : 

"'l'hc practice in vogue in 
the Ministry of Railways 
is to examine the Works 
Programme from Rail- 
ways annually well 
in advance. and in 
respect of all projec,~ in- 
~-ludccf therein. plans 



for a supplcmmtary grant, l'hrs 
w l l  ensure that no pnqcct 1% 
taken up for cxecvttnn unlcc,s It.; 
~ C I ~ J L I  havc hccn worked out 
fully. Such a pnrccdure should 
not dehy cxccutrnn of projects 
e progress w11l he spccdicr, oncc 
clctuls arc w o r k 4  out and the 
blucprmt 1s rcrtly. 

FLLLPCICC! lapse of Idrgc funds : 
All other 
Ministries. While examining thc ( hvtl i\ccoun~s 

for 1953-54 a d  I Y j J - S . (  I t  w~L< 
obvious to the m r t c  trorn 
the cvrtlmcc tcntlrrrd that most 
of the provisions m d r  111 the 
various demands Iirr grants rue not 
based on a rt-aliutrc appraisal 01' 
rhc schema and thar  cxccution 
pussibi1i1ie.s and of thc m~oun t s  
likely to bc spcnt during thc yew. 
'I'hcy arc just "gurs~rimates" and 
lapse of large funds is thus inhcrcnt 
m the existing proccciurc. 

and rough Es~irnates 
arc prepared in sutticicnt . cictalls. *I'hc practice 
on Railway side thus 
conftorms t o  the general 
principles laid down 
in thl. rc~mnmmdation 
of ~ h c  (bmmittce. 
N ecesxar. instruct ions 
to the Kallway Adminis- 
t rat ions for thorough 
invrst lgat ion of r ich 
and cvcry aspect of a 
r e .  \>cforc i t  is 
rakcn up by them 
also CXJSI". 

. ' ~ ' I K  Xfinistr) ctf 1;lnanc.e ( I h -  'I'he Committee may 
partmcnt of Economic..Mairs) like to watch the 
haw srilr~d : working of the new 

. :I rcfkr~ncc is invitcri t i )  the arrmgcmmts. 
Instruct ions cont;linccl in para- 
graph 2 of the 0 . h l .  dated the 
I Xth Aubwst, I 958 (referred to 
iihovc) in which, among uther 
things, i t  hus bccn pruvidcd 
that b u d s t  provision will 
be made only fix schemes 
md projects which have bccn 
examined in cictail by the 

- - -  . . . - . . . . .- 



Finance Ministry and where 
full details were not available, 
provision will be restricted 
to the requirements for prelimi- 
nary and initial expenses 
only. The  Administrative 

- Ministries have now been 

E rovided with internal 
nancial Adviscrq for bud- 

getary and financial work. 
'They will thus bc asociated 
with the formulation of pro- 
posals for inclusion in the 
budget from their very in- 
ception. It is hoped that, 
as a result of these arrange- 
ments, the estimates will 
be more realistic in future." 

The  Ministry of Railways have 
stated : 

"The observation of the Com- 
mittce \\.hi& is with speci- 

e fic rcf~l-cncr. to the Civil 
Accounts for 1953-54 
and 1954-55, though not 



applicable to the Railway 
estimates for these 
years, has becn noted 
by theMinistry of Railways 
for guidance". 

In the view of the Committee it will 
not he correc~ to hold, as rhc 
Mini5tq of Financc do, that 
simply because a schmc or 
project had hccn discussed m d  
inmrporatcJ in the Sccond Plan. 
the ~chcmc or project had ccaced to 
be new q~ f3r as the making of 
budget prnvision and getting 
Parliament's approval are con- 
cerned. Therc is already caqe 
law gnvcmin thc principle5 as f to what shou rl constitute a "new 
scrvicr" and how the approval of 
Parliament should hc ohtaincd 
in such cases. In all such ca~cs, 
the approval of Parliarn~nt for 
the changes and thc incrcaw in 
outlay should not be taken for 
granted. 

The hiinistrv of Finance 
(Department of Economic 
Affairs) havc stated :- 

"Thcrc secms to have been 
some misunderstanding. 
Finance Ministry have, in 
fact. becn acting all 
along on the vicw taken 
by the Committee, because 
a scheme or ~roiect  had 
bczn discusseci md in- 
corporated in the plan, 
it does not cease to be 
treated as ncw for purposes 
of budget provision. If 
8n item continues a "new 
service" in accordance 
with the normal pro- 
visions, specific approval 
of Parliament has invari- 
ably to he obtained irres- 
pecrive of whether it is __ _ __ -_.__-___ -- ---- 

No comments. 



r83 7 Financ~! Discmtimcmce of tlrc present practice 
AU. other of asRmg for large appropriations on 
Ministries. rhe bask of mere expectations :- 

( i )  The Committee consider that the 
present prac~icr of asking for large 
appropriations on the basis of 
mere expectations of the hlinistrics 
should be discontinued. Approval 
in such cases should be sought 
onlv when the schemes have been 
prepared in detail and accepted 
after scrutiny hy the Finance 
hlinistry. 'I'his is ii sine qnu no,, of 
h3th Parliurncntury and executive 
control. The Ckmmittet eccnrd- 
inply recommcnded that in the 
caw of a ncw project. no  provi>it,n 
should be included in the budgct 
estimates p lac~d hefore Parliament 
till detailed estimates of. the I'mject 
are ready and phases 
t h a f  (if the project is r big one) 

5 6 

included In the Plan or 
not." 

The Ministry of Railways 
have it under consideration. 

The Ministry of Finance The  Committee may 
(Department of Economic like to watch the ,-, 
Affairs) have stated : working of the new 

arrangements. 
"Attention is invited to the 

reply given issued in this 
Ministn's O.M. of 18th 
Auguqt, 1958. It has 
already k e n  agreed that 
provi~ion fbr  new schemes 
will be confined to schemes 
for which full details 
arc available and where 
such dctai~s arc not forth 
coming the provision 
will be limited to the 
requirements for prelimi- 
nary expenses or such 
initial outlay as is actually 



have reachcJ a 5 t q c  r i rc  enough 
I O  justify its inclusion in the 
budget esrimritcs. In othcr \vords, 
the 1:inan~c Slinistry sliuuld tx 
sarisficJ on the tm i ,  of details 
available that there tvau rcasonahle 
mpcct~ticm of cxpcndirlrrc matcrial- 
king to tlic cxtcnt propcnrd, 
before sums arc prn\.idcd in the 
I,udget csrimatcs. Thew con.4- 
dcra~ions apply to cld lmc lump 
provicions also which should not 
t.c nmie in thc budget chtimatcs. 
In  short, thc huclgct 6tirnatc.s of' 
a yrrr should comprisc onlv the 
curlay on Stanclisig ~ h a ~ c c , ,  ~ z t i n l a t d  
cxpcnditurr. on projccts in Ilr~tgrcss, 
and a small provision for c x h  new 
schemc ctr prc+xt tt h icl~ is lAcly 
to be t d x n  up during thc coursc 
of that year, hut N hat dctails 
liave not been wc~kecl out sulficicn- 
tly and acccptcd h y  rhc 1:inancc 
i n s r  Sirnultancctu\ly when 
seeking I'arliamcnt's appro\.al for 
a small provision in rcspcil of' a 
new scheme, an iclcii ot'thc ~ ~ p p r o -  
xirnate total outhy or1 rfir sclic.mc 
should also be p l a c d  td'ore Parlia- 
ment. As and when ~ic.r:iils of the 
new scheme or a p h ; ~  thcrccbf 
are worked out, Parliament, if in 
session should bc approachccl fibr a 

anticipated. I t  has 
;~lso been agreed that no 
lumpsum or od hoz pro- 
vision ~ 1 1 1  be included. 
These arrangements, it 
iq hoped. would lead to 
a more precise estimation 
of the actual requirements 
of the year in future." 

The  htini\try of Railways 
have stated : 

"The remarks given against 
recommendation No. I of 
this report are generally 
applicable to the points 
madc out in this recorn- 
mendat ion. 

" A s  rcjiiirJq the question of 
funds l;)r mature new 
works, it  i~ stated that 
for  all new works. funds 
arc obtainccl as a rule 
through supplementary 
grants from Parliament, 
before t e h g  in hand such 
works." 



supplementary grant ; if Parliament 
is not in session, funds 
sufficient to cover the immediate 
expenditure on the scheme may be 
advanced out of the Contingency 
Fund and a supplementary grant 
for the full amount obtained from 
Parliament at the earliest possible 
opportunity. This arrangement has 
several advantages. It enables 
Parliament to have a "preview" of 
the currcnt and prospective ex- 
penditure on such projects well 
before commitments are made 
or liabilities incurred. I t  serves 
to pinpoint the performance of the 
Ministry concerned. The fact that 
full details have been worked out 
and the Finance Alinistry have 
scrutinised the details wouldobviate 
a detnilcd post-check and scrutiny 
by Finnncy and thus save time 
axuuming and lengthy ~ansulta- 
tiono. 

It will bring to the notice of both 
Parliament and Governmtnt pro- 
minently, the extent to which r 



hiinistry had been able to under- 
take spccific plans and program- 
ma which t!mt .\tinistry had in- 
cluded in t h c ~ r  c3rimatcs. This 
will enable remedial mcasures being 
taken, if nmmmry, in\ olving changes 
in personnel imd mcthods of 
work. 

(I Finma (ii)I 'he Committee appreciate the 
force of the contention that if the 
budget estimates arc to comprise 
only provisions as indicated in the 
preceding paragraphs it will not give 
the full picture of expenditure in 
the budget vcar and may makc 
the task of .'balancing the buJget" 
difficult. But this contention has 
lost its importance in the context of 
the Plan when both total apcnd i -  
ture and rescpurccs arc assessid for 
the Plan pericd and all that is 
necessary is to kccp in view the 
concept of long-term equilibrium 
as envisaged in the Plan and dctcr- 
mine the detailed pattern of' cx- 
pendimre, continuing and new, 
by means of the annual budget. 
This, the Committc~ fed, will 
enable Government to formulate 
their measures for rilihing resources 

' during the run of the Plan. 

- _ _ - - . . ... . .- . - . -- -  





Financial scrutiny of thc item 
included in the advance worlrr 
programme of Railways and as 
explained in the reply to Rc- 
commmdation h'o. I ,  the 
incluzion of the items is 
done onlv after reasonably 
Jctailec! plan< and rough 
estimate< are prepared. The 
dclccnrion of' powers tc 
a u t h v  i t ic\ at various levels to 
incur cspenditure up to speci- 
fied total amounts would make 
con.;ultn~ionc with Finance at 
sul~wqucnt Icvcl+ crdinarily 
unnrccssary so long as there 
is no change in the zcope of the 
I'roject or in the tntal cost 



mendation are, therefore, co- 
vered by the machinery already 
existing on the railway side. 
Detailed post-budget financial 
scrutiny of a project or scheme 
does not ordinarily arise, except 
in respect of changes in smaller 
works covered by lumpsum 
provision in the Railway bud- 
get Estimates or when traffic 
requirements or patterns of 
tra&c ncccssitate either a new 
work or material modifications 
of the original plan of a work. 

"The associated Finance in Rail- 
way Ministry does control pay 
scales, financial and service 
rules and regulations and cases 
involving departure from rules 
and regulations or prescribed 
scales of pay or strength of posto 
in the approved Budget Fsti- 
mates. are ret'erred to the esw- 
ciated Finance at the appro- 
priate level of the Railwy 
Administration" 



. , 
misg~vings of the 12inance hlinistry, 
that the time that would be taken 
by the hZinistry to get all essential 
details of the schemes fbr submission 
to Finance and their scrutiny would 
mard the implementation of' the 
Plan-by a year or two. 'I'hcy consider 
thatithe delegation of t hesc p o ~  ers 
islvery essential for thc speedy and 
camomic execution of the projects. 
T h e  change-over will introduce flexi- 
bility and order in the exccution of the 
Plan I'rojects which is very desirable 
if wasteful and infructuous ex- 
penditure is to be avoided. Intcr- 
change of officers between the Finance 
and administrative hlinistric-s should 
be adopted as an integral part of the 
programme of training so that a 
corps of officers uho arc competent 
both in administrative and financial 
matters is creatcd. 

a83 12 Finma/All Eida &legation of pdc.err to adminic- The hlinistry of Finance (Dc The Committee 
Minis- rrarrve M~nrsrnes a d  inrerchmrge partmcnt of Economic Affairs) would like to watch 

tfics. of ofjicos bertrcot the Ft~ruure and have stated.- the actual working of 
adwunirrrarme Mtntsrnes: - the new Scheme re- 

gulating the powm 
(I:] The Committee do not share the '&The recommendation for a wide of re-appropriation 

ciclegation of power to the ad- of Ministries and 
ministrative Ahistries is ac- other authorities as 
cepted and is covered by the laid down by the 
orders of I 8-8-58 Regarding Ministry of Finance 
interchange of oficers between (Department of FX- 
the Finance and administrative penditure) in their 
hlinistries, attention isinvited 0. M. dated the 18th 
to p3rdgrdph 8 of the orders, August, 1958. 
in u.hich it is stated that the 
posting and transfer of officers 
of the Finance Branch in each 
,Ministry will be ananged by 
the Central Establisf~ment 

E 
Board. The Secre ta~ ,  Fa- 
penditurr Department of the 
hlinistry of Finance will be 
co-opted as a m e m k  when the 
Hoard cwnsiders such postings 
and trnnsfers." 

Effective financial control cannot be The hiinistry of Finance (De- 
exercised.unless the 1:inance hiinistry hi partment of Economic Affairs) 
are consulted ns soon as it becomes have stated:- 
apparent that the item of work in "Government have carefully 

-,...-... - - - - - --- 



question cannot be completed within considered thc suggestion 
the limits of expenditure approved by thbt the Administrative Mi- 
the Finnncc illinistry. 'The adminis- nistries should not have po- 
trative hiinistry should not, therefore, wer of re-appropriation but 
hnvc the powers to rcappropriatc arc unable to accept it as it 

funds without the prior concurrence will impair the working of 
of Financr. the hiinistries and imple- 

nicntat ion of their plans. 
Thc  powers of re-appro- 
priation of the Ministries and 
other authorities have how- 
ever been re-examined and 
redefined in the orders of the 
18th August, 1958." 

The Committee consider. howcvcr. 
that it iz necewat-v and dcsirablc in 
the intersre of t rntforrn~t~ :tnd cffi- 
c i e n c ~  that thc Finance hliniztry 
zhor~l~l continue to c~mtrol pav wales, 
finiincinl and wnlcc. rulc.; and rcyu- 
Iationg All caw$ invd! in$ a dcpar- 
ture from r d ~ .  . ~ n d  r c ~ u l ~ t ~ n n \  or 
pnrcrihed ccalc.; of p.\\ t\r .;rrcncth 
of p ~ t ~  in thc :ipprr,\ t ~ l  h t ~ ~ i r ~ ~  c\ti- 
mates thould cnntlnuc to ,Ittract the 
sanction of the 3linlv rt of l:in,lnce 

T h e  hlinistry of Finance (De- 
partment of Economic Affairs) 
havc stated :- 

"The (:ommi ttee's recomrnen- 
dation that the control of pay 
scales and financial and ser- 
vice r u l e  and regulations 
\hould be with the Finance 
AIinistrv is cencrallv accep- 
t~:!. ;\ rct'ercncc ic requested 
to parapraph 4 of orders of 
18th August, 1958." 





well as expenditure incurred 
by Railways, as also a11 rules, 
orders or sanctions whether 
issued by the President 
or the Railway Board or any 
subordinate authority, are 
required to be examined 
concurrently by the Railway 
Accounts Officers. It  will 
thus be observed that on the 
railway side a machinery to 
scrutinise regularly the sanc- 
tions etc. alrcady exists. 

"As regards the question whe- 
ther the delegated powers are 
being properly exercised 
by the subordinate officers 
concerned. it is stated that 
permanent machinery al- 
ready exists in the shape of 
associated Finance at di- 
fferent levels of the Railway 
Administration to watch 
whether the powers so de- 
legated are being properly 
exercised by the variuuc rail- 
way officers or not. Cases 





Pro c&e with regard ro rtappr~pri~ 
of Funds berutem Schemes: 

arion 

I 16 Finance/ (i) The Committee would like to he in- 
-€! formed of the proc-dure when laid 
conmni- down by the Plannmp Commission. 
ssion with repard to reappropriation cd 

Funds between schema 
All other 
Minir- 
trim. 

manned by technical pcr- 
sonnel from the Railways, 
a technic31 pool of the sort 
proposed by the Auditor 
General, which may be useful 
to other Ministries would 
not be of much use to the 
Ministry of Railways. In 
the circumstances. it is con- 
sidered that this recom- 
mendation is, perhaps, not 
applicable to the Ministry of 
Railwass." 

-1'he Planning Commission have No comments. 
stated : 

"The procedure laid down by 
the Planning Commission is 
contained in their letter No. 
Plan l5:2 '57, dated 12-5-58" 
(Appendix LXI). The  Mi- 
nistry of Railways have 
ntated that they are not con- 
cerned. 



Appta'al 01 th &rails of the inditiduat 
Stde S c h s  by the Plomr'qq Com- 
miuia: 

(ii) The Committee were doubtful 
whether approval by the Planning 
C m i s s i o n  of the details of the 
individual State schemes was nc- 
ressar). when the schemes in ques- 
tion had already been approved 
while formulating the Plan and de- 
termining the pattern of assistance. 
In thcir opinion ar the States are the 
cxecuton of those schemes the 
Finance Dcpnments of the States 
will certainly ensure that the schcmcs 
are mccutcd efficiently and ect)ntr 
micaily. This will fasten responsi- 
bility of the Finance 1)epanments 
in the Sta te  and will result in great- 
a co-opration and \pecdy execu- 
tion of the Plan Projects. 

The Planning Commission have Do. 
st:ned : 

"Development schemes under 
each head have been arranged 
suitably in groups. While 
the total amount of Central 
=sixtance to be intimated to 
State Governmcnts is esti- 
mated with reference to in- 
dividual schemes and the 
pattern of assistance for them 
once the State Governments 
have been informed of the 
amounts of loan and grants 
available for the State plans, 
the final sanctions of pay- 
ments would he related to 
the specified groups. Within 
a group the State Govcm- 
ment will be free to regulate 
the expenditure on the s c h c  
ma without referenct to the 
Central Government. Where 
the tom1 expenditure 
under one group is proposed 
to be covered by reduaion 
of expenditure in another 
group under the same head 
of development, the con- 
currence of the Central 



Ministry mcetned 
would be obtained and 
the Planning Commission 
kept informed. Similarly, 
where the same Central 
Ministry is concermd with 
more than one head of de- 
velopment adjustments bet- 
wcm them would be made in 
consultation with the Mi- 
nistry with advice to the 
Planning Commission. Whm 
such adjustments are consi- 
dered necessary as between 
one Ministry and another, 
the concumnce of the Plan- 
ning Commission would be 
obtained, a copy of the pro- 
p o d  being sent simulta- 
neously to the Ministries 
concerned. 

"PIanning Commission do not 
generally go into the details 
of individual State Schemes 
with a view to their approval 
for utilisation of Central 



usimtance. Details of the 
d u n e s  are examined by the 
working groups consisting of 
representatives of the Central 
hlinistries,State Governments 
and Planning Commission at 
the time of discussions on 
Annual Plans of the States. 
It will be noticed from para 
4 of the letter, ref& to 
above, that schemes for which 
Central assistance is made 
available would be sanctioned 
by State Government under 
their normal procedure, 
except in some cases specified 
therein". 

The Ministry of Railways haw 
stated that they ore not coa- 
cefned 

x%p 18 Finance The Committee were informed that s~ a 
result of the fccornmcndat iorw of the 

PIanning Second Finance G>m miasion, the 
Commission Smes were financially better off and 

as such they could not put forth 
the plea of lack of resources. The 
Committee would not accept this as 
a valid argument. Even granting 

The Ministry of Finance (Dc- 
partmmt of Economic Affairs) 
haw stated : 

"In paraa 19 and 191 of their 
Report, the Second Finance 
Corn mission, while reviewing 
thc position of grnnt of subsi- 
dy to the States in the form 

The Committee 
would like to watch 
the working of the 
new procedure de- 
vised by the Minis- 
try through the 
next Audit Report 
Accounts (Civil). 



that the financial position of the 
States hru improved after the award 
of the Second Finance Commission, 
it will be too much to expect the 
States whose finances suffer from 
certain limitations to receive the 
matching grants on a recoupment 
basis. The Committee feel that in 
the first ycar the Ccntral grants to- 
wards schemes approved for match- 
ing grants should be placed at the 
disposal of the State Governments in 
Qdvance at the commmcemmt of 
the financial year with the condition 
that they should be utilised only on 
those schemes accepted for assistance. 
Insubsequent ycar, thegrants to be 
made should be regulated with re- 
ference to the State's performance 
in the previous year in fulfilling its 
own part of the programme as con- 
templated while making the grant. 
With the rewurccs ready In h'and the 
Stare Governments would bc more 
kcen to implcrncnt the scheme$ as 
the grant for the following year i8 

of matching grants reco- 
mmended that so far as the 
current plan is concerned, 
the schcmcs within the plan 
involving matching grants 
should not be disturbed as  
the Plan had already started. 
In their scheme of devolu- 
tion, they took into account 
the funds the States had to 
provide under the matching 
formula. For the future, the 
Commission suggested that 
no scheme outside the Plan 
should be formulated on a 
matching basis. Govern- 
ment have in consultation 
with the Planning Commi- 
ssion acccpted these reco- 
mmendations and necessary 
instructions to that effect 
have already been issued in 
this Ministry's Memorandum 
No. 15(1o)-B,'57 dated 3-1-58. 
(Appendix 111.) 





r9o 19 Finance, The Committee would like to state that 
Planning the recommendations contained in this 
Ccvnm I- r c p n  arc in wspca of expenditure 
ssion 'All on (iovcmmcnt Departm~nts only. 
cther Statc corporat ions and State Under- 
Minist r- takings formcd ns companies bclong 
ies to a different class by themselves and 

the quest ion of IJarlimentary control 
over thcir expenditure is a subject 
for a separate and cmeful study. 

The Planning Commission have No commentr . 
stated : 
"No action is deemed necessary 

on the part of the PLanning 
Commission". 

The Ministry of Railway8 hrve 
stated that they ore not 
concerned . 



O f i c e  Memorandum from the Ministry of Finance (Deportment o j  EX- 
$endimre) pursuant to action taka a the r e c a n n e n d a r h  4th Public AccowaU 
C0mnnOmnnrtee made in r k i r  8th Report (2nd Lok S a b h )  relating to Budget tlrrimow 

and F i n m ' a l  Control. 

New Delhi-2, the 18th August, 1958. 

OFFICE MEMORANDUM 

SUBJKX:-i?~ed arrangements fur Budgeting and P:nancrnancral Conrrol. 

The revision of the existing arrangements for budgeting, finandal 
scrutiny and control and the devolution of wider financial powers to 
the administrative Ministries with a view to securing greater efficiency 
and the speedicr implcmcntation of development plans have been under 
consideration for some time. It has now been decided by the President 
that thc following revised arrangements should bt introduad. 

2. (a) Provision for standing charges and maintenance and repairs 
will continue to be made ns at present. The administrative Ministries 
will send the estimates to the Finance ALinistry for scrutiny and acceptance 
and inclusion in the budget estimates. 

(b) Proposals will be madc for expenditure on temporary establish- 
ment and conneacd itcms like T.A. ,  contingendcs, ac., as at present 
on thc basis of broad estimates of requiremtnts and sent to the Finana 
Ministr).. 

(r) For specific schema und proiec~s whlch have alreadv been e n -  
mined in detail by the Finance Ministr) and sanctioned, budget provision 
will bc made on the basis of the atirrmtcd requirements of the adminism- 
tive hiinistrics under the usual sub-hads 

(d) For new works projcc~s, budget prosision mill not be considered 
exc~pt for schemes for which administrative approval has bcen accorded. 
In the cuscr of Inrge projects, the s ~ x p  and the cost of which have 
bmJ a~xcptcd as o whole. adrnirustrative approval may be accorded in 
stages for dlffennt portions of the project, if necessar).. The budget 
provision in any pgnicvhr vcar will, however, be based on the mua l  
raquirtnvnts of the yew. ~ h v i s i o n  will be made under the usual sub- 
heads in the budget. 

( 8 )  For ncu sthemcs, othm than purdy ' works' projcrw, provision 
wi l l  be IIUC+C la thc bud* only on the basis of a broad picture of re- 
quirements m suitable dc& furnished by the administrative Ministries 
md rmpted by Finnncr. The details required for this purpose arc set out 
m the form attached (Annexurt 'A'). 

Cf) No lump sum provuron will be ma& in the budget except far 
minor vorluurd for p t t y  taapmryestnbliohments. Whcrta  new scbcrry 



is plaaned to be taken up in the budget year which has been accepted irr 
principle and for which details necessary for budget provision under sub- 
para (d) or (e) above are not available, budget provision will be limited to. 
the requirements for preliminary expenses and for such initial outlay as for 
example, on collection of materials, recruitment of skeleton staff, etc. 

(g) T o  enable the Finance Ministry to make provision in the bud- 
get in accordance with subparagraphs (b) to (f) above and avoid rush of 
work,in the budget season, the administrative Ministries should regulate 
throughout the year the consideration of schemes for which budget 
provision in the next financial year would be required and put up their 
p r o p a l s  to the Finance Ministry as and when they are finalised by 
than. 

3. The foregoing will apply equally to proposals involving supple- 
mentary grants. 

Delegation of Powers 

4. It  has been decided to give increased financial powers to the 
Ministries of the Government of Indta. These powers and the conditions 
subject to which they are delegated are set out in columns 4 and 5 
respectively of Annexure 'B' to this Memorandum. The exercise of 
these powers will, in addition, be subject to the general problsions con- 
tained in the Book of Finanaal Powers and the General Financial Rules 
and the d e s  regulating the purchase of stores, equipment, stationery, etc. 
In particular, when the scope of a scheme previously accepted by the 
Ministry of Finance is substantially altered, even though the total cost may 
not be exceeded, or the total cost of an accepted project is Uely to be exceeded, 
r refme to the Finance Ministry will be necessary. 

As a part of the present scheme of devolution, the powers of re- 
appropriation of the Ministries have been modified as shown in Annexurc 
B .  These modifications apply also to the powers of re-appropriation 
at present delegated to Heads of Departments or other officers under the 
Ministries. I t  is requested that they may be informed accordingly. 

The powers of the Ministries to vary the condtions of service o r  
relax any financial rules will be Limited to those which have already 
beea or may be delegated to the Ministries by general or special ordcr 
of the Finance Ministry. 

These armngemats do not affect the existing rules, ordcrs and ins- 
auctions relating to:- 

(a) cases involving foreign exchange cxpcnditurt which require 
the approval of the Department of Economic AfTairs; 

(b) cases rderrcd to the Cabinet which rqu i re  e r e f m a  to the 
Finnncc Ministry; and 

(c) refeteow fnwa autonomow corporations, companies, etc. to 
G o m c n t ;  



Notwithstanding the powers delegated in this Memorandum, alC 
proposals requiring Government's approval either for the bulk purchase 
of commodities not intended primarily for Government consump5on 
but for sale or issue to the public, State Government, etc., or for the 
fixation of prices in respect of trading operations either directly or through 
m y  of the public undertakings, should be referred to the Finance Minis- 
oy . 

Expenditure S a n c t h  

5. Subject to the existence of budget provision and also subject 
to the conditions mentioned in Annexure B to this Memorandum (where 
applicable), administrative Ministries will be free to issue sanctions to 
expenditure except that in regard to schemes which involve a total outlay 
exceeding Rs. 50 lakhs, the prior concurrence of the Finance Ministry 
will be required. For the purpose of applying the limit of Rs. 5 0  
lakhs, the entire cost of the scheme upto the date of completion (both 
recurring and non-recurring) including the cost of works (even where 
the provision relating to such works is made in a budget head not under 
the control of the Ministry) should be taken into account. 

In so far as the appropriations for 1958-59 are concerned, the revised 
procedure for issuing expenditure sanction will apply except that, where 
(a) a lump sum provision has been made or (b) provision has been made 
without suffcient details, the administrative Ministries can act on the 
provision only after necessary details have been furnished to and accepted 
by the hiinistry of Finance. It shall be the mponsibility of the Sec- 
retary of the administrative hiinistry concerned to xcure that case covered 
by (a) above are refened to the Finance hiinistry and to decide which 
cases fall under category (b) and require a further referenie to the Fin- 
ance Ministry; provided that if the total expenditure involved is Rs. I 
Inkhs or less the Secretary of the administrative Alinistry may, in his dis- 
cretion authorix the issue of mpencfiturt sanction without further refgenct 
to the Ministry of Finance. 

6. In regard to the sanction of grants-in-aid and loans, attention 
is invited to this Ministry's Ofiicc Memorandum No. 2608-PSS/~8 dated 

.the 2nd July, 1956 (Cop); attached-Anncxure C ) .  It is requested 
that the position of the various grants-in-aid and loons at present being 

id by the hi s t ry  of Home Affairs, ctc., and the grants-in-aid and 
E n s  for which provision is ncrrssary may be r a ~ e a c d .  Uhere patterns 
of &ssistancc arc already laid down, they m a y  continue to be followed; 
for new pattans the concurrence of the Finance Ministry may be obtained. 
In particular the rate of interest to be charged on Itmu and the period of 
repayment, unless alrtady specified by general or spccial o d a  of the Finance 
Ministry, will have to be approved by the Finance Ministry. 

7. Ae p u t  of the echeme at delegation of additional powen to 
-a, it hu ken decided thrt &cam af appmprirte stans sbould 



fK posted to each Ministry with such supporting officws and staff as may 
be necessary to give financial advice to that Ministry. These officers will 
be designated as Finanaal Adviser, Deputy Financial Adviser or 
Assistant Financial Adviser as the case may be and will have appropriate 
u-oflicio secretariat status in that Ministry. These officers and their 
staff wil l  form the Finance Branch of the administrative Ministry concerned 
and will be employed solely on financial, budgetary and connected work. 
They should be associated with the formulation of proposals for inclusion 
in the budget from their inception and consulted in all financial matters 
involving the exercise of the enhanced powers now delegated or matters 
requiring reference to the hlinistry of Finance. They will also assist 
the Ministry in the control of expenditure against appropriation. It will 
be open to the Ministries to consult the financial adviser even in the 
field in which they at present exercise full delegated powers, but only 
those financial sanctions which are issued by Ministries in exercise of 
the additional powers delegated in tlus Office Memorandum should be 
endorsed to audit over the signature of any officer of the Finance Branch 
specified above. Sanctions issued by hiinistries under the powers exercised 
by them immediately before the issue of this Office Memorandum will con- 
tinue to be endorsed direct. 

All cases in which the advice tendered by the financial adviser of the 
Ministry is not accepted should be referred to the Secretary of the hlinistry 
for orders, and X the Secretary also differs from the advice. the case 
should be brought to the notice of the hlinister. A monthly statement 
of the cases, if any, where the financial adviser's views have not been accept- 
ed, giving a summary of the differences and the final decision, should be 
forwarded by the Secretary of the hlinistry to the Flnance Ministry, 
Depanmenr of Expenditure, for information, a copy being endorsed to 
the Comptroller and Auditor General of India simultaneously. 

8. The posting and transfer of the officers of the Finance Branch in 
each Ministry will be arranged by the Central Establishment Board and 
the Secretary of the Expenhture Department of the hlinistry of Finance 
will be co-opted as a member when the Board considers such postings and 
transfers. 

Conrrocrr and Pvrchase~ 

g. Contram involving large sums of money and ako contracts of a 
special or unusual nature raise special problems. Ir has been decided that 
casa of the type referred to below should continue to be referred to the 
Ministry of Finance for concurrence:- 

(a) Any purchabe or convacr the vdw of which a c d s  Rs. 15 
lakhs. (llh limit will be Rs. I a o r e  for the Ministry of 
Worb, Homing and Supply in respect of purchasca by the 
Central Ruchasing 0- in India or abroad). If a 
a n ~ p r ~ t  extends o v a  a pcmd of time, im total value over 
chc entire period of its ~ m c y  will be taken as the value for 
the purpae of this limit. 



Works, Housing and Supply in respect of purchasas by h e 
Central Purchasing Organisations in India or abroad). A 
limited or open tender which results in only one effective offa 
will be treated as a single tender contract for this purpose. 

(c) Any indent for stores of a proprietary nature, the value of which 
exceeds Rs. 5 lakhs. 

(d) Any agreement or contract for technical collaboration or con- 
sultancy services with foreign Governments or fim, cg. ,  
for setting up new factories, industries, etc. 

( r )  Any purchase which has normally to be effected through the 
Central Purchasing Organisations, but which is proposed to be 
made direct on grounds of emergency, if the value acceds 
Rs. 5 lakhs. 

Periodical Reviews of Slag 

10. As a part of the general arrangements, it is intended that tbc staff 
position of the Ministries should he subject to a periodical review by the 
Organisation and hlethods Division of the Cabinet Secretariat and the 
Economy Unit of the Flnancc  minist try. 

Rrprcsmratiun cm Auronomotrs Crpnisarions, e.g., Cotparatiow, 
(;umpanics, Insrlrurrons, e tc .  

r I .  For the present, finance officers senring on these bodies will continue 
to do so. The matter will bc further considered in consultation with the 
Ministries concerned. 

12. Matters involvinp finanaal impllc3tions which are not expressly 
provided for by these orders or an) nthcr ptmcral ruIes or orders, should 
cvlnrinue to he referred to the .jllnlstn. of F~nance 

13. 'The initial pc~stinp of thc Financial Adviser and supporting officets 
and staf f  required for each hiinistn is k i n g  arranged separately md it is 
hopcd to finalisc it very shonly. .\icimwhilc in order that the intro- 
duction of these rcv~wd nrrangcments may not be delayed and pending 
the creation of the necessary posts in the dministntive hlinistries, selection 
of personnel. ctc., it hm k e n  dcdded us m interim measure that the existing . 
Attached F i ~ c i a l  Adviscrs to the Ministries (t.t.. officers of the status ot 
Deputy Secretary and bclow) should function as the officers of the 
F inace  Brnnchn in the Ministries, in accordance with para 7 above and 
ahould cvrsc to funa im as oficers of the Finance hlinistq. For the 
present however, dl1 the staffiqz arrangements mentioned in this paragraph 
ure completed, their pay and allowances will be met fmm the budpet of 
the Exparditu. Department. In order to ensure that the strength of 
financial advisers and their staff and the staff for financial scrutiny in the 
Finan= Ministry arc not unduly increased. Government have decided t h a  
despite the enhand powers g h n  to Ministries under this hiemotandurn, 
no ~ u a t i v e  Ministry ahall have the power to increase the strength 
of iu Finnncr Branch without the concurrmct of the Finan- Alinisq, 
md similPrb the Dcpartmcnt of B c p d i t u r c  of the E'inancx hiinistry shall 
no9 hove the power to i n c ~ t a ~ e  its own staff  for the control of - d i m  
(j.@., im HrpMditun Division) without the mncurrtnce of the Home Minist-. 



14. It is Govmment's decision that the administrative Ministries 
should in their turn delegate, to the maximum extent, administrative 
md  financial powers to the Heads of Departments and also to other sub- 
ordinate authorities with due regard to their respective levels of res- 
ponsibilities. Such delegations are an integral part of the present scheme 
and its purpose will be defeated if the additional powers are retained 
by the Ministries. Where Ministries have not yet formulated proposals 
m this regard, expeditious action should be taken and proposals submitted 
within a month for the orders of Government. 

15. The Minisuy of Finance has already taken in hand in association 
with the Comptroller and Auditor General the revision of the Book of 
Financial Powers (including the schedules) and the General Financial 
Rules. In order to enable this to be completed early, Ministries are re- 
quired to submit their proposals mentioned in the preceding paragraph 
within the time limit prescribed. 

16. In view of the special position of the organisations mentioned 
below, it will neither be practicable nor justifiable to post separate financial 
advisers to them. It is intended that an officer of the Finance Ministry 
ahould be responsible for such work of a financial nature as arises in them. 
Pending the completion of these arrangements the provisions of ths  Office 
Memorandum will, for the present, not apply to them:- 

(13 President's Secretariat ; 
(ii) Vice-president 's Secretariat ; 
(3 Partition Secmariat ; 
(k) Department of Parliamentary Maim; 
(o) Prime Minister's Secretariat; 
(4 Cabinet .Sxmariat; and 
(via] Planning Commission. 

These orders do not apply to :- 

(a) Ministry of Railways, and 
(b) The Department of Atomic Energy. 

They do not also apply t o  the Ministry of ~efen'ce in relation to 
' apenditurc debitable to Defence estimates. The financial powers of the 

Defence Ministry in rebtion to such expenditure will, until funher orders, 
amtinue to be governed by the existing rules and orders 

17. For the purpodes of this Mealorandurn, the word "Ministry" 
indudes a department of Government. 

18. The ordas in this Office Manomdurn will come into fnrcc with 
sdirct fran Wadnaday the 20th Augwt, 1958. 



All Ministriespepaments of the Oovernment of India (acluw 
the  Organisations mentioned in para. 16 but including the Mhistry of Dt 
fence) . 

No* F. 0 (5)-E(C~n)l58 
Copy forwarded to (i) President's Secretariat; (ii) VictPmidmt'o 

Secretariat; (iii) Partition Secretariat; (iv) Department of Parliamenrary 
Affairs; (v) Prime Mjnister's Secretariat; (vi) Cabinet Secretariat; (6) 
Planning Commission; (viii) Department of Atomic Energy; and (ix) 
Ministry of Railways. 

K. SANKARAN, 
Undcr Surrraty to the Gwemment of India. 

No. F .  9(5>E(Coosd)158 

~ ~ o p y  forwarded to the Comptroller and Auditor General of Inda and 
all Accountants General and Comptrollers. 

C ~ p v  also fonvardcd to the 0. & M, Divison of the Cabinet Secretariat. 

K. SANKARAN, 
Undct Secretmy ro rhe Gatwzmmr of India. 

Copy fomwded to all Heads of Divisions in the Expenditure Depart- 
ment (by neme). 

Cnpy forwarded to all other Officers and Branches of the Expenditure 
Ocpanmcnt. 

Copy also forwarded to :- 
Departmeat of Economic Affairs,'Depatrtmrnt of Revenue. 



15% 
ANNEXURE A 

ha& to bcfinnishcd to Finrmce Minisny for c d e r a t i a  of proposals 
relating to ntw schemes [see para 2(e)] 

Nun.- This form should be used for schemes the estimated expenditure 
on which is Rs. 10 lakhs for above. It need not be used for 
schemes costing less, but substantially the same information 
should be supplied. 

Government of India 
Ministry of. . . . . . . . . . . . .  

Subject :- Department of. . . . . . . . . . . .  
r. *A concise statement of the proposal and full justification for it. 
2. (a) Is the proposal in respect of a "new service" ? 

(b) Has the proposal or anv part of it been already considered by the 
Finance Minimy and if so, what is the decision taken ? 

3. Expenditure involved in the proposal: 
Expenditure Budget 

Provision 
Non- Recurring 

Recurring 
Rs. Rs. Rs. 

(a] during the first year . 
(3 during subsequent years (year-wise) . 
(iii) total expenditure on the scheme . 

4. State brieily, the estimated yield on the project and other economic 
implications, indicating anticipated receipts. 

5. Is the proposal included in the Second Five yea; Plan ? 
If so, (a) state the amount included for the scheme in the Plan; (b) 

i i t b e  Scheme or the total provision envisaged in the Plan ha.. been modified 
indicate the extent of modification and reasons for the same. Also state 
whether the Planning Cammission have concurred in the modhcations. 

6. Is any foreign exchange involved ? If so, state- 
(a) items of expenditure involving foreign exchange; 

expenditure on foreign urp rts; 
whether clearance of the Economic Mairs Department has betn 
obtained; and 

(d) whether the availability of credit facilities from foreign gupplim 
is proposed to be or has been explored and if so, with what result. 

7. Purchase of plant, equipments & storts--(State the procedure to 
bt adapted for purchasing stores, plant, machinery, etc., and whether my 
dqwnut is necasary or proposed from the normal procedure prescribed 
laa such purchase, with reasons). 

8. Is any collaboration, technical or financial, with fomgn Govern- 
ments or Firm amtemplated ? If so, furnish daails. 

9. Supplanentary information, if any. 
.pkac utrh: 

(#I 8 stmematt indiating the number of ports .r well u the m-sa les  u n d a  
various categories required- 
(a) in thr first year of the scheme; ~d 
(b) eventually wbcn the rhcme is m full opumtioa togethe? with the kr i r  

(work s t d u d s )  doped for nmng. 
(ii) stucraenc rhawing expenditure or b d d  rrd other w m b  i n d i a t h  the 

b.uso.r t~hi th . .benhc.dOdYm the pbquU d (h. wort. 
yeu by yar ;  md 

(i&] 8 tuccnreol a iture on s~oms, equipncnc, ctc. 
(a W L p  equipen? and n b  stom h e  trees - 

at tonrhcb+d~~rrmta~nr ,mymcrr#rcbmt  ur Udy ex apead 
@baMkMurd. 



Fsisting powers of Ministries Powers of Ministries under the 
New scheme 

Powen Conditions attached Pow~rs Con Jit  ions 
attached 

(0 P ~ m ~ l e n t  Clnsr 112 & Class IV (Vidr For pmMntnr paru 
POnr. Schcdule I of B.F.P.) only. 

(i) Petmanart re- I. ($1 Full powers A8 in Col. 3. 
curring saving or for posts in Class 
specific budget 11, I11 or IV Ser- 
provision [Vi& vice. 
Rule 10 (q), 
B.F.P.) 



above Under Secretary ( i i )  Conformity with than Rs. *22,5o p.m. 
scales of pay ap- in the prescr~bed 
proved for similar scale-for any speci- 
msts in the same fied ~ c r i t ~ i  [Vide 

-upto two ycars. 
Other C h  I posts on sub- 

mdinotr esrublishmnrs: up 
ro six numrhr. Class I I  
psts:(i) m own cstablish- 
mart--upto two years. 

(ii) other establishments 
for m y  specified period. 
Cim I l l  cmd C i a  IV 
pa t s  for any specified 
paiod. [Vdk Fin. Min. 
O.M. No. Fq4)-EGI '55,  
&tad 12-5-55 end S C ~ C -  
dulc I1 of B.F.P.] 

i)eptt. [Vide Rule N.13. in ~ o l u &  21. 
10(11, B.F.P.]. (b )  Posts in Class 11, 

(iii) Observance of 111 or IV service- 
instruct ions regu- for any specified 
k i n g  staff compo- pcriid (Vide N.B. 
sir ion and work in Chlumn 21. 
standards. [Vide 
Rule 10(2), B.F.P.) 

(in) Availability of 
funds by valid ap- 
propriation or 
re-appmpriation. 
(Vide Rule 10 (3), 
B.F.P.] 

[N.B. :The term *'my sped- 
ficd paiod" means uplo 
tffo ycpn in cases of postr 
in rrrpect of which the 

*Rs. 3,000 if the 
post carries a 
pre-rgy scale. 

As in Col. N. B.-Where a 
3. post is sanction- 

ed in a time- 
scale, the maxi- 
mum of the time 
scale shell be 
taken as pay for 
this purpor~e. 



Ministries do not have * 

wwer to create perma- 
nent pcms of the same 
grade. In the caws of 
other posts the term im- . 
plies full pclwer to meate 
a d  cwntmuc from tune 
to time for any perid-  
[Vt& 1:. 6(R)-E. I IA 55 ,  
dated 16-5-58] 

2. ~pprupriation Full powcrs. (Authority- Gneral Full powers subject 
and Pe-appro- B.F.P. Rules 8-9 and contained In Kulc-i t o  Hulcs 8 and 9 
priation. Schedule I I I). 8-9 of R.P.Y. ~f the H.F.P., pro- 

vided that the cm- 
currtncc of the 
Finance Ministry 
will bc required 
a l s o  in the follow- 
ing cases :- 

(a) Kc-uppropr iat ion 
to aubmcnt the 
provision under 
the primary units 
relrtt ing to "Pay 
of Otticcrs" and 
"Pay of Estab- 
lishmcnts" either 
for a scheme or 
for other types 
of expenditure. 



-- - - -- -- - - 
*(b) Re-appropriat i m  

between the pri- 
mary units under 
which provision 
in made for a 
scheme which 
involves the aug- 
m a t i n g  of the 
provision undm 

any one such unit 
by more than ;% 
or by more 
than Rs. I lakh, 
whichever is less 
[but sec(a) above]. 

(c\ Re-appropriat ion 
from the provision 
made for a scheme 
to meet cxpcndi- 
ture on any other 
FUrpOSC. 

3. 0') Expen+- Nan-recrcrring : Full powers. (11 Availability of 
tllR on amtm- funds by valid ap- 
gencies and propriation or TC- 

P=h= of appmprietion from 
s t ~ r a  (other wlthi '~  the sanc- 
tha works). t iontd budget 

allotment. 

-- - - - ---- - - - -- -- 
*This limitation 
will not apply to 
provision ma& 
for purely admi- 
nistrative expend- 
iture and for 
maintenance and 
repairs, except 
that the prom- 
sion for "Pay of 
Officers" and 
"pay of Estab- 
lishments" canaot g 
be augmented- G 
Vide clause (a) 
in Col. 4. 

Full Powers. 



W n g  : Rs. xooo per (it] Obsen-anoc of Re-ng 
m u m  in each case [Vide procr.dural and 
G.F. Rs. 129, 130 and 144 orhcr general Full powers. 
and Fin. Min. 0.51. No. directions con - 
F. 44)-EGIf55, dated taincd in hex- 
12.5.1955.) urc 'A' ro Appcn- 

Jix 8 of G.F.R. Vol. 
I I and in othcr 
cxisling rules or 
orcfcrs or in 
those which m a y  
bc issu~rt fromtime 
to r i m .  

3 (4 b a l  pur- Rs. 5000 per annum (inch- h in Col 2. A in Col. 2,  but As in Col. 3. 
Ch;ls of ma- ding sanctions in respect of full rowers subject 
tioncry m m .  Mmistry proper and At~ach- to the concurrenoc 

ed and Subordinarc offices) of Chicf Controller 
[ Vide Rulc 8(b)of Appendix of Printing and Sta- 
10 G.F. IZs. Vol. I1 & Fin. tioncry. 
Min. O.M. No. F.6(8)-B. 
II(A) 56, dated 26.4.1957 
and O.M. No. 6(4)-13.GI/ 
55, dated 12.5.1ysj.l 

4. Miscellaneous 
Expenditure : 

(g) Expenditurr (I] Ministry of C &  I: Rs. Aq specified in rhc Full Powers Subject to the 
on entcnain- I O , ~  per annum. Fin. Min. Otlice restrictions in the 
men@--Light (it] Other Ministries : Rs. Mcmormdn referr- Office Memo- 
refreshments. 5,000 pcr annum. ed to in 0 1 .  2. randa ment iaoed 

in column 2. 
- ---- - --- - - - - - - -- - - 



I a 3 4 5 6 

Thc above ceilings would 
cover the expenditure 
incurred by Ministries in- 
cluding their At tachcd and 
Subordinate offices. This 
dclega~ion docs not apply 
to cases covered by specific 
g m t s  for entertainmenu 
or hospitality regulated by 
separate rules. (Vidc G.F.R. 
pm 201, Fin. Ministry 
O.M. No. F. 6(q)-EGI!ss 
dated the 121 h May, x 955 
es mortified by 0. M. No. F. 
qW-EII(A)57 dated 27.7. 
57 and Fir. Min. O.M. 
No. D. 3252-EII(A) 58 
datcd 13.5.58). 

(it) Foundation Upm Rs. 5,mo on each oc- As in the O.M. refer- Full powem 
stone !aying casirrn(VtdeO.M.No.6(17) redtoinColumna. 
Oxcmmm and -EGI:5q Jatcd 22.1 I .54). 
opening of 
public - build- 
ings. 

(k] Other mis- Recurring upto Eb. sooa par  
~eilancoos Ex- 
m d i m  

Recurring and Non- 
recurring: Full Powers. 

As in Column 3 





and instruc- 
tions is- 
sued there- 
under. 

& U P i n t m  
of buildings 
under the 
-JlF of 
Ministries 
(other than 
h i d  or re- 
quisitioned 
buildings). 

(i) Original pe&y (i) Upto Rs. 5,000 in each] 
works and spe- case in places where no 
cialrcpairs. CPWD offices are located 

otherwise Rs. 2,500/- I As in G.F. Rs. 188 As in Col. 2, but As in Col. 3 
& 189 full powers above 

(ii) Ordinary (4 Full p w m .  the limits prescrib- 
e- [Fin. hiin.'s O.hi. No. 6 ed, in consultation 

( I~) - -EGI!~I  dt. 7.9.511- J with the W.H. & S. 
Ministry. 

7. (a) Hiring of Afm. of W.H. & S.-Upto 
private eccom- Rs. 20,000 per annum. 
trrodotioa. 



O r b  Mhistriu: (I) For Subjm to item 32 
office-up to Rs. 7,500 of Annoture A to 
per annum in Calcurta, Appk.  8 to GFK 
Bumbay and hladrirs and Vol. I1 and the 
upto Rs. 5oo per month in conditions laid 
other places. down in Fin. Mjn. Min. of W. H. & S.- 

0 . .  . I 1 (I) Full powers. 
W/54 dt. 20.1.55 
and I r (3) WI56 dt. 
9.3.57. 

(ii) Office-nnt-residence- 
Up to Rs. qoo p.m. in 
Calcutta, Bombay and 
Madras and up to Hs. 
350 p.m. in other places. 

(14 For midencc and other 
purposes:--up to Ha. 
300 per annum. 

[Vide Item 32 of Annexure 
A to Appendix 8 to G.F.R. 
Vol. 11, and Fin. Min. 
O.M. No. 11(r)W/s4 dt. 
20.1.55 & O.M. NO. I ~ ( j )  
-W/56 dt.  9.3.57 m d  
with G.F.R. 43). 

_ ,  _ - _ ----- -- 

Other Ministries-As 
in Col. 2, but full Asin Col. 3. 
powers in consul- 
tation with W.H. & 
S. Ministry. 



(6) RtppirS and Mkiwy in adwinhtroriol 
lttcrPtioas to Catto2 of the buiIdir4p- 
hired and Nm-rearring up to RB. 
rquisitioned 2,500 per annum and 
buildmgs. r e c m  up to Rs. 500 

per annum, 

(Fin. hlin. O.hi. No. 6(7)- 
RII (A)156: dated 5.3.56). 

8. Fqxnditurr Mk. af W.H. & S.- 
on works. 

Such expenditure 
can be incurred only 
if the landlord re- 
fuses to meet the 
charges himself and 
when the building 
is released, Govt. 
should have the 
right to remove any 
installation or rna- 
terial added to the 
building 

Subject to the 
mnditions men- 
tioned in Finance 
Min. 0. M. No. 
I 1(r)-W-56, dated 
11.3.1957. 

(6) Extauion of Min. of W . H .  8t S.- 
gEisdns irrip- 
non naviga- Rs. 2 lakhs 
don, anbank- 
ment or drain- (Vide h-iin. of Fin. 0. 
.ge projects. M. No. I I (I)-W!56, dated 

1~.3-1937). 

Ministry of W.H. 
& $.-Full powers 
Other Ministries- 
As in CA~. 2, but 
full powers in con- 
sultation with W. 
H. & S. Ministry. 

Ministt), of W .  H .  & Subject to 
S. -1;ullPowers. the pro- I visions of 

hfinisrry of Communi- para. 5 of 
carions. the 0. M .  

Full powers in res- No. F. 9 
pea of expenditure . (5)-E (Co- 
under Major Heads ord) 58, 
69 A and 69 B, 72 dared the 
(Overseas Cornmu- ' I 8[ h Augu- 
nicarions Service); i st, 1958. 
and 72A. 





No. 2608-PSS158 

MINISTRY OF FINANCE 

New DeOri, dared 2nd July, 1958 

OFFICE M E M O W T D U M  

A recent i ~ v e s t i g ~ i o n  into the loans given by the Central Government 
to parties other than State Govcrnmcnrs has shoun that a significant ploportion 
of these have to be considered as of a somewhat doubtful nature. This is 
because applications for loans dl. not at prescnt receive the scrutiny they should. 
Very often this is limited ro seeing that there is sufficient budget provision to 
meet the loan. Whde this is an important pre-requisite, i t  is obviously not a 
sufficient consideration in itself for the grant of a loan. Thc following ins- 
tructions are issued for the guidance of all conccrncd wirh rhc sancrioning 
of b n s  with a view to tightening up the procedure for the sanction of loans. 

2. Before considering a loan application, the following rcquircments should 
be fulfill& :- 

( I )  Ir should be seen that there is adrquarc budget provision. 
As mentioned above this is already being done. 

(2) It should be sccn whether the grim of the loan wculd tic in nccord- 
ance with approved Govcrnrnrnt policy and aiccptcd paricrns 
of assislance. It IS Imporrant, In v ~ t u  of rhe shoriugc of 
financial resources, that the scope of financtal a\slslacc m rhc 
shape of loans should r,ot be expsndcd ro ~ncludc ncw types 
of loans or objcas for which loans are granrcd; nor should 
the accepted pattern of assistmcc be rtirrcd. 

6)  The applicant should be asked to furnish the following rnatcrlals 
and informai ion : 

(13 Copies of profit and loss (or incomc and cxpcndirurc) accounts 
and balance shccts for thc last 3 years; 

(it1 the main sourccs of incomc snd how he proposcs to repay the 
loan within the stlpulatcd period; 

(ijt] the security prowscd to be offered for the loan togcthcr with a 
valua~ion of thc sccurit y offwcd by an indcpcndtnt author ity 
and a ccr t~f iwc t h t  rhc m - t  offcrcd as security is not already 
cscumbercd ; 

(v)  details of loan or bans rakcn from the Central Governmcnt or a 
State Governmint m the past, indirmi amount, p u v ~  
M h a t y  or Slate from wh~ch  loen was t "S cn, raic of ralertr, 



stipulated period of repayment, date of original loan md 
amount outstanding egainst the loan(s) on the date of the 
application and the assets, if my, given as secutity; 

(v)  a complete list of all other loans outstanding on the date of 
application and the assets given as security against them; 

(&) the purpose for which the loan is proposed to be utilised and 
the economics of the scheme. 

Where the loan is to be given to an institution on the strength of a 
guarantee given by the Trust managing it, similar information 
should be called for in respect of the Trust also (4 para 
q below). 

3. On receipt of t'he above information, confidential enquiries should be 
made from the other Ministries~State Govcrnmcnts from which the party 
has taken loans to judge h ~ s  performance m regard to thcsc previous t ca i i .  
If the replies indicate that the performance was noi satlsfacton, the loan should 
be refused. In other cases l t  should be seen from the ~nfonnat~on suppl~ed 
that the financtal positicm of thc party is sound and he can be reasonably 
expected to repay thc loan In the prcscrlbcd pcrlod, ci~her from the income 
from the spcclfic schcmc for which the loan 1s sought or from his general 
income. It should hc ensured that the sci-urity offered is adequate and its 
value is at least 33 I 3 O u  above the amount of the loan. If pusslble, an inde- 
ptndcnt vduat~cm s h d d  be obtutncd. I: must bc nvtcd that ~t is not always 
sufficl~nt to haw whar may be cons~dcrcd as adcquaie sec-urii\ 1f rhe financtal 
psi t ion of ~ h c  applicant 14 not wund. In the cvcnt of drfaulr 11 may be 
dificult for Govc.mmcnr to cnforic thc sale of thc assct utfcrcd as security, 
espec~dly ~f 11 is nor ari cam- assct. It IS, thcrcfurc, important to see that 
both thc critcrld arc sarlsficd. 

4. Spcclal mmr ion is necessary of inst lruttms ~ h l i h  rcccivr grants-in- 
i d  frum Govcmmcnt to mcct n part of their defiiitc, the bdlmcc k i n g  met 
by the Stnte Ciovcmmcnr and the 'I'ru~tccs or Xhnng:mcnts. This type 
of case occurs m c d u a t ~ m i d  mstltutions Ln such cats it should be en- 
sured : 

(i> hat in computing rhc dcfic~r for p u p s c s  of the grant-in-aid, the 
income from the schcmc, ~f any, cannarkcd for sen'lcmg the 
Iturn and the lnstalnlcnt of repaymmt of the 1- and interest 
(if (my) 1s nor ~ n ~ l u d c d ;  

that a\ far as powblc the schcmc for which the loan is given is 
self-finm\lng and dws not throw an addrtlond burden on the 
grncrul incomc uf the mstitution, r..g., m the case of hostels 
for coiicgcs that the r a t s  proposed arc adequate; 

( t i i )  thr institutitm produces an un dertnking from the State Government 
or thc manogcnlint that any shortfall towards rcpqmcnt of the 
I c m  and rnrcrest will be mode good by them. In the latter 
case of thc finwciill pcuit~tm of the h18nagcmcnt (Trust) should 
bc invcstlptcd uftcr cxll~ng for mformutmn un the k e s  of 
subpara. Q) ut' para 2 above. 

5 .  It has k n  not lccd that after the luan is sancticmeci, hiinistries often 
do not kccp thcmsclvcs ~nt'ormcd of whether thc borrower is rcpaying the 
krrtelrncnts promptly. I t  1s Important to ensure that a procedure is laid 
dawn by each Miniistry far e p e r t d i d  review of dl old loam so that prompt 
mion can be t d c a  if necessary, for enforcing regular payments 



6. I t  might become nectssary to obtain infixmation periodically regard- 
ing the financial position of the applicant after the grant of a loan. For this 
purpose a clawe should be mmted in all loan agreanents cnabhg Govern- 
meat at any time to call for the accounts of the applicant relating to any 
accounting year with power to depute an oficer, specially authorised for this 
purpose, to inspect the applicant's books, if necessary. 

7. Lams  should not be given at cmcessianal rates of interest. If any 
concession is considered necessary i t  should be given as a straightforward 

c unless a policy regarding the grant of such a concession has alrcady 
hid down by Government. 

Sd/- N. N. WANCHOO, 
S~ctttmy to rhc Gwmnart  of India. 

AII Ministries of the Government of India, Department of Economic 
AfFairs (Budget Division and Planning Division). 

All Financial Advisers of the Expenditure Department (including F.A : 
Defeoce Servias). 



Memorandum from the Ministry of Finance (Department of E d  
Afluirs, regarding formulation of schemes involving matching grants from 

State Revenues 
No. xj(xo)-B:57 

New Delhi, the p d  January, 1958. 

MEMORANDUM 

SUBJECT :-Ponnularia of schemes i m o l ~  matching grunts. 

The undersigned is directed to enclose a copy of Paras 190 and 191 of 
the Report of the Second Finance Commission on the subject of matching 
grants and to state that the Government of India have decided, in consult& 
tion with the Planning Commission, that for the remaming period of the 
Plan schemes formulated by the Government of India should not ordinarily 
involve the provision of matching grants from States sevenues. This decisiao 
will not affect specific schemes in the Plan for which the Plan itself povides 
thar part of the resources will be found by the States and mly a part cmtri- 
buted by the Centre. 

Sd;- M. V. IWNGACHARI, 
SpenaI Secretary. 

All the Ministries of the Government of India. 
Copy forwarded to :- 

Planning Ormmission, Department of Economic Affairs, Depart- 
ment of Expenditure and to a l l  Joint Secretaries and Deputy Secretaries 
in the two Departments. 

Sd'- A. G .  KRISHNAN, 
Under Secretary to the Govemment qf India. 

PARAS 190 & 191 OF THE 2ND FINANCE COMMISSION'S REPORT 

190. The first relates to the system of matching gnmts. During the 
first five year plan period a number of schemes involving such grants were 
sanctioned and subsequently incorporated in the P h .  A large number of 
such schcmes have also been included in the xcond five year plan. The 
State Governments uwe unable to meet their share of the urpenditurc on 
these schemes as all their resources had already been commirted for their 
inescapable cxpenditurc for the implancntation of the plan. Their difficulty 
was greater in the case of schemes outside the plan. In either case, they 
found it impraaicablc to reject the schunea on the ground of want of resources 



because of the understandable public criticism that they were not taking 
advantage of these schemes, desirable in themselves and having the added 
attraction of a Central subsidy. In the result, most of them accepted the 
schemes and ran into revenue deficits. 

191. There is considerable force in this complaint. So far as the second 
five year plan is concerned, we have sought to meet it by taking into account 
in our scheme the requirements of the States for the plan as a whole including 
schemes involving matching grants, so that the States will have resources 
to meet their share of the expenditure. But we suggest that, for the future, 
no scheme outside the plan should be formulated on a matching basis. Except 
to a small marginal extent or when the scheme itself is related to the raising 
of a specific additional item of fresh revenue such as by the levy of a special 
tax or cess, there is, in our opinion, no room in present circumstances for 
matching grants. We think it unwise to encourage States to run into re- 
venue defiats by accepting such schemes as all their revenue resources have, 
as already explained, been fully committed. Matching grants may be 
useful in o r d i n q  circumstances as providing a stimulus to State action in 
particular spheres of activity, usually in the field of social services, in which 
the Centre desires to secure country-wide development in the national In- 
terest. They have no place when the country has an integrated and com- 
prehensive plan which laps down priorities for the dcvelopmcnt of all social 
services. The system of matching grants on any basis un~form for all the 
States is also not equitable; ~t operates in favour of the r~chcr and against 
the poorer States, as the former are in a more favourable ps l tmn to take 
advantage of such grants. In the present Union-State set-up. the States 
depend for a substanual portion of their revenue on sham of Central taxes 
and on grants-in-aid. When the States have taxed themselvm to a reasonable 
extent, the balance of the revenue to enable the States to mcct the~r  expenditure 
has to come from Central dcvolut~on. There is no method by wh~ch the 
States share of the expenditure on schemes based on matching grants could be 
set off against revenue derived from their own sources, as ciistmgutshed from 
the revenue they receive from the L'nion by way of shared tats and p n t s -  
in-aid. When the revenue budget is balanced by Cknfral devolution, the 
States' share may come out of such devolut~on. If this happens, the whole 
purpose of matching is lost. For these reasons, we feel t h ~ t  \chemcs involving 
matching grants are not suitable m present condiuons. 



APPENDIX IV 

Note from the Ministry of Finance (Department of Revenue) pursuant to 
action taken on para 90 of the 7 th  Report regarding evasion of income-tax 

T h e  question of detection of tax evasion has been engaging the constant 
attention of the Government and the following steps have been taken in this 
regard :- 

( I )  An Investigation Cammission was set up in 1947 to detect particular 
cases of tax evasion. Unfortunately the work of the Commis- 
sion had to come to an end because of certain decisions of the 
Supreme Court. This organisation has, however, now been 
replaced by a special Directorate which has taken over all the 
cases. 

(2) T h e  Department have nvo special Commissioners hoth in Bombay 
and Calcutta, vis., Commissioners of Income-tax, Central, 
Bombay and Calcutta, to deal with cases of tax evasion. 

(3) In addition, in 1952, a Directorate of Investigation was set up to 
look into such cases in other places. Under this organisation, 
Special Circles have been set up in almost all Commissioner's 
chargccl so that the work crln be concentrated in one place and 
looked into by specially selcctcd officers. 

(4) The Govcmment have paid special attention to plug loopholes 
in the Act. Hoth the Invesripation Cfimmission and the Taxa- 
tion Enqu in  Ccrnmi~sion went into this matter and made 
certain recommcnda~ions. Although Government have not 
been able to implement all of them, the]; have accepted the bulk 
of them and effected appropriate amendments in the Act. 
Two important amendments are (i) removal of time limit for 
taking action in tax el-asion cases and (ii) power of search and 
seizure given to Income-tax Otfiiers. There has k n  a 
progressive increase in ccdlcctions of income-tax revenue as will 
be seen from the follouing figures :- 

Financial Year Actual collections of 
I.T. & C.T. 

lee 



APPENDIX V 

Note from the Ministry of Finance (Deportment of Expenditwe) pursuant 
to auion tokar on para 83 of the 7rh Report rqpmdiv purchase of chancery 

building 

The Committee have doubted the wisdom of the action of Finance 
Ministry in agreeing to blanket sanction of Rs. 7 112 lakhs the details of 
which they were not aware of. The circumstances in which the sanction 
was asked for and given in October, 1950 were explained by the representa- 
tives of the Ministry of External Affairs at the time when this question was 
discussed by the Public Accounts Committee last year. The Finance Ministry 
agreed to this proposal in view of the following considerations:- 

(a) The purchase price of 7 112 lakhs for the building with 32 rooms 
and grounds compared very favourably as against Rs. 4.64 
lakhs paid for the Embassy building with 12 rooms; 

(b) The leax of the rented Chancery building was terminating by 
the end of 1959, and there was practical difficulty in obtaining 
longer-term leases. Rents and prices of property in Paris 
were also showing an upward trend. 

2. The sanction given was speufically made subject to the following 
conditions :- 

(a) The property should have a clearly valid title and should be 
transferable without risk of possible litigation aftenva rds ; 

(b) title d u d s  should be examined by the Ministry of External Affairs ; 
(c) necessary indemnity clause should be inserted to guarantee the 

position of the Government of India; 
(ti) full paniculPrs of propmy with plans and estimates should be 

furnished. 
3. I t  will be ohsmed that the proposal was anraaivc and sanction was 

accorded with all the necessary caveats as indicated above to safeguard the 
interests of the Government. This can, therefore, hardly be construed in 
the nature of a 'blanket sanction', nor in the opinion of Finance hiinistry, 
the criticism that t h y  accorded the sanction without proper examination 
rccms to be justified. 



APPENDXX VI 

Note from the Ministry of Finance (Department o j  Economic Affairs) 
pltrsuanr to action rakcn on para 127 of tltc 7 th  Report regarding interest and 

pri?.ciref czcrduc fri m displacrd persons 

Rchabilitation Finar-cc Ac'ministrat:on 1oar.s arc being adjtisted against 
the comycnsat ion claims of t tie borrowers 'guarantors by thc Ministry of Re- 
habilitation. Guaranroxs' comyc'nsaticm cla:ms arc adjuswble only if they 
&.sign thcir claints in f a o u r  of Rehabilitation Fin7r.m Administration or if 
thcir gualantws w e n  C C C C P I C ~  on tt.e basis of comycnsatim clajms and if the 
borro\\ers commit &fault in Faymcnt of ~ L L T .  hiorcover. in zccordancc 
with the recent i c c i ~ : o n  of thc Xiinistr>. of Rchabiiitaticm. Rehabilitation 
F i n a r e  Ac'ministrat:on ices  wc also be adjcstcd out of the compmsation 
cla'ms rf frienc's and rrlar'ors of tbc bor:owcrs. 

2. According to ijn cstimarc fmmcd by thc Rchabilitation F i n a r . ~  .Ad- 
minis~raticm in 1 9 5 5  a sLm of Hs. 4 . 1 3  n o m  wa. ex~cc ted  to bC ruali,sed 
from compnsation claims of Rchabilitatim Finance Aciminisrrat;cm bar- 
rowers. A test chcck t r f  aacn l  rcalisat:on\ against amount c s ~ c ~ t c d  tv be 
rccm.crcd was recently carried out by tkc Chief .'tiministra:or. Kchabilitation 
1:inaliar Administraticn, ar the ir.srar.cc ot 'hcdit in t o  9 ;  (about Ks. IC la=) 
of thc amount alrcaciy ~ccovcn.~i  and credited to tt,e Administration by the 
Accountant (itncral. Central Hc\cncm, and i t  found that the  prop?^ 
of wcovcry w&s nor lcss than thc cstimatc~f figure. The progress W e  from 
ycar to ycar on this account is givcn bclow: 

;\s on I'mgn:ss~vc Total 



APPENDIX W 

Note jrom the Ministry qf Finance (Dcpartmotr of Economic Aflairsj 
pwsumr to action taken on parus 124 and 125 of the 7th Report regarding re- 

LIYCUTJ qf ham from the displaced persons from East Pakistan. 

The following steps are generally taken by the Rehabilita~ion F i n a n a  
Admir~stration in mcing  out the untraceable loanecs md:or guarantors: 

(a? Enquiries are made from the post office m d  'or postman of the area 
where the loanee'gumantor last staying. 

( i i )  In ~ i s e  of the bormwer k i n g  untramable, the guarantor is con- 
tacted to find out the whe~abou t s  of the loanee. In cise of 
the guarantor k i n g  untrxeable, the loancc is contacted to find 
out the whereahouts of the missing person. 

(iirJ In case no clue is given about the whereabouts of the loanr: or 
the guarantor. as the m e  may bc, the ne ighhum and the rela- 
tions of the missing person are mntractcii in order to gm 8 
clue to find out the untraceable person. 

tiv) Enquiries are made from the local asoclarlon of ci~splaasd persons, 
if any, and'or persons rnigratmg from the wme place In Pakmtan 
who might be knwomg the whereabouts of thc untracvable 
bonowcr 'guarantor. 

(v) In case thc m~ssing borro,v-r guarantor h,s any 11vc 11fe m w r a n a  
policy, the Ltfe Insurance Corporat~on Oflice 1s contactcd to 
know the latest acidresg of the pol~cy-holder 

2. As a rcsulr of the effons made b\' thc Rehabil~rutron Frnance Ad- 
ministration. out of 142 case? In the E ~ ~ t c r n  R,:gwn \rhcn. loanws m d ' o r  
guarantors were untrdceabk as on 31st Decemtx-. 1956 :vrdc statcmcnt In 
pard 123 of !henth  Report of the Pdh l~c  Account4 G~mmtt tcc j ,  in 5: c a w b  
borrowers and'or guarantors werc trawd out upto 31\1 1)cocrnbcr 1957. 
The positton In regard to the balance of85 ic g1vt.7 h-IOW. 

Casts whnr  borruwffg anJ1or guaranton 
hsvc either lcfr for Pakistan or Itaw 
gane un&gmund 85 5 . 5 0  7 ' 0 9  



3. The rccovericq made by th.: Rehabilitation Finance Administration 
;'n 142 cases rcfcrrcd to in para 2 abovc, during thc ymr c n d d  31% Dxember ,  
1957 wen. as undcr: 

Interest: Rq. 8374'- 
Principal : Rs. 2496 '- 

4. If a borrowcr or a guarmtor is untrac:ab!ct the entire a m - ) ~ n t  in- 
volvcJ docs nnt necasarily b x s m ?  irr.:c.~vcrab!c. In c d w  whcrc the 
Administration has got som.: tangible wllateral security, lik:: lifc insurance 
policy, s h a m  or immovablc property, it  lay< its hnnJ  on th.2 s jm:,  t h o ~ g h  t h t  
.btmowcr 'guarantor may not bc traceable. 

Dt. 6-3-59. 



APPENDIX VIlI 

Cow of Appmdrx S ro Audir Rc-porr ( c h i l )  1952 reloring ro irr~gularirics 
in rlic Adminisrrarion of loans arld tccorwy procccdi?tg~ b y  rhr R . F . A .  

(Rcfcrrcd ro in poro 8 of rhar Audir Rrport)  

1. Lomr Accounr 21 '7463 Ilues Rs. 30.083 
A loan of Rs. 25,000 \\as sanctionid m 1948 for starting a prmting 

press. There was a dcfault in the payment of the first ~n\talmcnt due on 
1-10-49 The  Branch Aianager reported the case as doubtful and on 28-6 - I  95c 
reference was made on to the Collector fijr recover? of due\. The  sccond md 
third instalmtnts fell due on I - IC-50 and 1-10-51 respcct~vcly and a1.0 ye- 
mained unpaid. ?he loancc N A  rcported to have spent a large part 01' the 
loan on his election to t l x  S t ~ t c  Lcp\ldturc After bcc011i ,.r a h I ~ n ~ \ r e i  
he requested thc t2jmin1stratlon on 28-9-52 to transfer thc leal In the namc 
of his son. HIS request H d \  agreed to i t r f t r  allu on thi  foll(~u Ing con~,hi i~  

(i) That he n.ould transfer his rights and title in thc press to 111s son 
and the latter on becom~iig thc cnvncr shtbuld mortgagc that 
property in favour of the Kehahiiitatwn 1-~nancc A&mn~\tra- 
tion. 

(ii) That  both the original and the subbtitutcd loancc\ uould pay 
Rs. 400 p. m. beginning from Scptemkr.  1952 to~a rc i s  
liquidation of the ~nqtaln~cnt\ over due. 

Even though the Adminiwauon d ~ d  not cnhance the \ancrion to the 
amounr of the loan of Ks. 25.000 to an. h~ghcr amount. thc doc-umcnts \\ere 
obtained for Rs 27,000 trcatmg accumulated mtrre\t d\ prrnupal and thc 
jxriod of repa)ment was altered to 1959 1n5tead of 1558 il\ or~gnally fixed. 
T h e  substituted loanee did not m(magage the propert! and paid onl) k. 
goo in all during 1953-5.1 ~nstead of' at the ag,ccd rdtc ( 4  Ks qcm j~ m. 
T h e  loanee dlci not also co-oprate w ~ t h  the :taff 01 thc ALmmwtrat~on 
in showing his accounts but no actron wa. taken agdln\r 111m 1111 A h ) .  1955 
when the Administration madc a reference to  the <:ollcctor dnd a k c d  h ~ m  
to recover o n 1  Rs 13.822 represcntmg the amount of ~n\tdlmcn,\ ancl intcrcst 
over due instead of the c n t m  loan in  October. 1953 thc (:ollcctor rc- 
turned the papers wthout  effecting recover? with thc rcnurk~ that thc fdther 
of the loanee who was a guarantor had vcr~ficd clalrn\ of '~hout KI 40,000 
T h e  value of that claim ua5 however not much morc than about IL 9,000. 
T h e  Chief Administrator ordered ~ m c d r a t r  recall uf thc cntlrc loan\ on 
24-2-56 but reference to the (,ollcctor for rccovcry uas mdclc only on 15th 
of May, 1956. No recover~cs on account of principal huvc k e n  cffcctrd 
so far. 

2 b a n  Accounr .Yo. 2 56 I>ucs Hs. 15.31 I .  

The Administration advanced a loan of Ks. 15,oco on ~ h c  8th of April, 
1949 for the manufacture of agricultural implement\. T h c  loancc did not 
keep regular acwunts and di i not produce them fo: h p e c t i o n  by thc.irfficeta. 



a f  the Administration. 0,1 the 9th of July, I 949 the loanee informed the 
-Administration that on becoming a Parliamentary Secretary in the State 
Lcgiclature he had handed over the factory to some other persons who 
would repay the entire loan. The  factory had, however, been sealed and 
the records rcm ,vcJ by thc Police because of the misuce of steel permits 
by the loanee. The  ioan wa; recalled on 12- r 2-49. The  loanee had ceawd 
ru b: l'drliamcntary Secretary in October, 1939, and requested the Adminis- 
tration to transfer the loan t o  a parmcrship T h e  administration agreed 
ant1 thc recdll wa5 withdraws. The  loanec theit changed thc cmstitution 
of thc partnership c ~nccrncti without the knowledge and consent of the 
Acim~nistraton, c'ici not k x p  and produce for in\pcctwn and corn- 
n~rttcil def;iulrs 1 I P,I!.I:~:,I~ The Inan wa\ again recalled on 16-5- 1951 
and rcfcrrcd to thc ct~Ucctt)r ,).I 3 ~ -  I I -  j 1 .  The (:oIlcctor initimated that 
the fdcttrry could not bc ,ittachcil 3s it tva, T ~t thc propert! of the  loanee 
but wd\ an evacuee properr? 'l'he loance ~ q a i n  \xcame Pariiamentary 
Secretary early In 1953. C)nc guarantor d c p ~ , ~ t c , l  K\ r .xm (111 23-5-1953 
as a rc5ult of m i  )n taken hy the Collector I ? :\unuht. 1953 the loance 
paid K\. 3.090 a1 '1 p-trnn\c~f r o  1 3 ~ ~  K.; a 3  p m thcreafrcr I'r Jceeding; 
agdinxt h m  ivcrc ;;.lthJraw,~ fror.1 the G,llcctor bur w ~ r c  relt!rn:.i t)n 8-7-51 
o n  account of &fdl~lt Hc p ~ i d  another R, rm a:ld un hi.; unLicrraklng 
to pJy R\. 135 p. nl.  the procce&ng$ were k t~ye~!  ;I% hc. di i n\at keep h b  
WLWJ the LAW LVJ\ ~ + i n  rcfcrrcd t o  the C:ol]r.nor on 7-3-56 but was %lCC 
~ ~ J I I I  C ~ ~ I I I ~ ~ ~ I I I I ~ C J  011 pri)miw of regullr payrncnt\ A sum nf  RS 3 . m  
ha' h ~ ~ n  pdiJ up 10 3 i - I  2-1 956. 

3. Loan .4c;otrnr .frc-. w. Dues Rs. I ,06.~40 

.A loan of I%\. 85.000 WJ\ \anctruncJ and aiivanccd to a Public L b u t d  
<:ompan!. rcr;i\terc,l In 1942, f ) r  T m  1 % ) ~  maku-tg ,m.\nJ Tm printmg. The  
Conlpdny wa) alrcd~f' 1nJcbteJ to the extent of over k 2 hkhi  agamst its 
p a d  up cltp~tdl of 11s. 30.003. <)n 26-10-54 the Inhpcctor Inchdrge of the 
I3rar.ch rcc.ommcnded recall of the loan anll imnlcciiate reference to the 
G)llcctor for dttachnlcnt of the fxtory The  Inzpcztor Incharge to 
reported that the cmlpmy had not rn~intameci p r o p  accounts and had 
not filed the .tdtut(try rcrurns w t h  the Rcglstrar of Jamt Srock Companies. 
T h e  Chief' rLimin\tr~tars on 19-9- 155 ordt'reJ recall of the loan and reference 
to the C011ea~~r ~nmlc~liatcly on c s p q  of the notice. S o  action was taken 
bv the office on the ~ t ~ v c  orders JS in rile mcanwhilc the loanee submined 
proposal tbr cirrangzmcnt. On 14-10-55 the Chief :Urnmistrator agreed to 
accept 12). 300 p.m. from October, 1955 and to rake the instalment to 
Iis. 500 p.m from Xprll. 1956 whcn the w e  would be reviewed. Even 
though only Rs. 600 were rccelvoct tiom the loanee upto 26-5-56, the case 
was not reviewcd till pointcJ out by Audit on 26-6-56. T h e  lorn has been 
recalled on 30-7-56 (Total m o u n t  recuvered from hky, 1954 to 3Ist 
December, 1956 IS Rs. 5,471 'I I ;-only). 
4. Loan Accoutrr ,Vu. 999. Dues Rs. 8,800 

On the basis of the report of the investigating Assibtant Inspector dated 
28-1 -49 to the effect that ttrc applicmts life policies fix Ks. rj;,ooo were 
alive and his title to shops m d  stocks was. good and frcc. Thc Actnlinistration 
sanctioned a loan of I i s  IS,OOQ in February, ryjg and the lomce w;ls required 
to give the following securities : 

(a) h i p m c n t  of (i) Life policies for Rs. ro,ooo. ( L ) c x r t b  sharta 
of public companies. 



(b) Two guarantors. 
(c) Mortgage of plot of land belonging to m e  of the guarantors, 
(d) That he would invest Rs. 35.000 of his own in the business. 

The  loanee, on receipt of the letter of sanction informed the A h i n i s -  
trrtion on 18-5-49. that all the life policies had lapscd and that. two of them1 
on which p:emium of Rs. 3,030 had already been paid could be revived 
and pledged. The  hdministraion in their meeting of 4-8-1949 \rlthout 
veriving the actual position from the insurance companies agreed that the 
lapsed policies need not be pledged even though they must have curried 
substantial surrender paid up values. The  Branch OAice recn~nn~cnded 
release of the 1st instalment of' Rs. 1,- our of thc loan of K\ I s.ooo 
sanct~oncd and the Head C%cc released this amount. The  go.)ds in the 
shop purporting to be hypothecated to the .%iministrat~on were suhwqurntly 
found to have been previousl?. hypothecated to a Rank since I 938 and 19 47 
a d  were taken over by the court receiver. appointed at the instancc of thc 
Bank which had obta~ned a consent decree. 'The ioan was rccallcd im 
6-2-51 and a reference was made to the Gllector on 20-3-51 :lftc! a l e  
of the mmgaged land, the Collector ordered that instalment\ of K\ sc 
per month should be paid from 30-5-51, towards Iiquidatlon of thc t d i n c c .  
I t  is understood that some instalments have been deposited hut n o  Ll.cdit\ 
have been received so far. No action ha\ k e n  taken to scll tht  1~lcilpcJ 
shares to reduce the outstanding balancc. nor has any actlon been tJ .cn 
against the 2nd guarantor so far. Thcrc i \  nu incl~cntion on thc fi lc  t r i  an! 
further action after I o- I I -5  I 

A ioan of Rr. 5 0 , m  was sanctioned on j- I -49 to 3 Privdt~ I , I I I I I ~ C ~  
Company for sctting up an Oil and KICC -11~11 Ox of'thc conJltlon\ Inen- 
tioned in the letter of sanctron wa\ that the loanees would give an trrcvoc~hlc 
authority to the ..iiLministration to collea its ducs from thc cornml\\lt,n Juc 
to the two guarantors from the Controller of Food Account\. I h 5 1  I'unjab, 
pi well as their security depxits  a m ~ u n t i n g  to Rs rv,oos and K\. 5 3 , ~  
respectively for acting as clearing agents for food-grains in the Unlted I'unj~b. 
S o  such authority has been obtained by the Ahmlrtrrc~ion so fa: 'The 
M i n i s t r a t i o n  also did not ensure that the lmnees rcgutereJ thc charge 
with the Registrar, Joint Stock O o m p i e s  at the time thc I(mn wrr\ aJv;iflccJ 

The accounts of the company haw not been shown to the i\Jrnmi\*ra- 
tion. Only the Balance Shcct as on 31-3-1953 was made r r ~ ~ ~ l u h l c  
I 1 -1  1-1954 and the Administration is not aware of the prcscnt financial 
ps i t ion  of the Company. T h e  Punjab Government complained tc ,  the 
Administration in June, rgj r through the Ministry of Finance, <' ~overnmcnt 
of India, about the non-fulfilmmt of their liabilities by the Itwcci, *I%e 
Administration was further informed in 1954 that the barrowers tiad lrwt 
credit in the market, that their financial position was k d  and they had h c s v ~  
' b a r  ' liabilities. 



requested to effect recoveries. When pressed by the Collector the loanccd 
approached the Administration and promised to pay 3 instalments of 
Rq.2500 each in March and Sgtember, 1956 and March, 1957 along with a 
monthly instalment of Rc. 250 from October, 1955. The instalments of 
Rs. 2,500 due in March, 1956 has not been paid and out of the accumulated 
amount of Rs. 1,750 on account of the monthly instalmats of k. 250, 
only Rs. 750 had been paid. A reference ha$ again been made to the Caller-tor 
in October, 1956. 

A loan of Rs. r3,ooo waq sanctioned on 15-2-49 for oil business. 0x1 
19-12-51 the Collector was asked to rectfier the amount of two overdue 
instalments. No recoveries were effected although the Itmse had mortgaged 
with the Administration his one f iw th  share in a total investment of Rs. 
92,000 in a furnishmg concern c.f which two other partners were alco the 
guarantors of the loan. The entire loan was recallcd and the Collector 
was ackcd on 16-9-52 to recover the R. F. 3's dues. S o  recoveries were 
effected because the notices remained unscned. The Chief hdmmistrator 
vlde his order dated 3e1 e53 agreed to stay the proceedings for recovery 
ef Ks. 17,000 for one year on the loanee's undertaking to repay the out- 
standing dues in monthly instalments of Ks. 25 for one year in the fimt ins- 
tance starting from Dccembcr, 1953 the position tu tw reviewed in Decem- 
ber, 1954. Even these small payments were not made, and the Cmllmor 
was again asked on 30-8-54 to proceed with the recovm of the ltm. Sothing 
has bccn rccovcrcd so far. 'I'hc l o l m ~ ~  had d i s~ ipo td  his 1 ' q h  share of 
investmcnt in the furnishing concern m d  the only tangible asset now pledged 
with the .4dmininrarion is a pdd up p l i q  of Rs. 2 , 9 3 0 .  

It requires to he investipatcd why no rrruwcrie could be effa~ed out 
*f the shnm of the Itlance and his g w n t o r s  in the fu rn~h inp  inncem. 

Against rl loan of Rs. 2 o . m  Insumnce I'ollcies for Rs. IQ,OOO wcte 
rsstgned and shnrcs agprcpatlnp to Rr.  3,600 Here pledged m favour of the 
Admtn~stmtion. 'I'hc Im wus re~xllcd on 13-13-52 on %-Count of &- 
faults ID payments and appropriation of the amount fur private use by the 
Ioances. Thret: pohcies for Rs. . K G  layzed for wmt of timely action to 
xcure then paid up vduc and two others for Rs. 3 . m  rut running under 
rutomatrc, non-fbrfeaturc scheme thus consummg then surrender vrluts. 
Marketable sharts pledged to thc Adrnin~strntioo have not becn disposed 
ef to effm rcductiun in the outsm&ngs. 



APPENDIX IX 

Note from tlu Ministry of Finance (Depmaent of Ecanomic Aflairs) ~ ~ ~ S I U O I ~  
to actton loken on paru 128 of the 7th Report regarding provision for bad 
and doubtful debts by rhc R.F.A. 

For making a proper assessment of the quantum of bad and doubtful 
debts for which provision is required to be made in Rehabilitation Financc 
Administration's annual accounts, instructions have already been issued to 
Rehabilitation Finance Administration under Section 19 of the Rehabilitation 
Finance Adminismtion Act, 1w8 in consultation with Audit, that each loan 
account should be scrutinized and debts classified on the basis of security 
in each case. T h e  way in which the amount of outstanding dues ns at thc 
close of each year should be clasified and exhibited in the Balance Sheet of 
Rehabilitation Finance Admistrat ion has also been laid down in the said 
instruction. A copy of ,Ministry of Finance (Department of Iknnomic Atfairs) 
letter No. F. 7(53)Corp '57, dated the 28th February, I 958 containing the abor 
instructions is attached. 

The Rehabilitation Finance Administration has also finaliscd the me- 
thods for valuation of securities and other details for working out of the stwve 
dassifkation of loans in consultation with Audit. 

2. On the basis of the above instructions:'Loan5 to Hnrrowcrs' have 
already been classified by the Rehabilitation Finance .4dmininmtion and 
exhibited in its Balance Sheet as at 3rst December, 1957 jwbjeix to audit) 
A copy of aforesaid Eklance Sheet is incorporated In Rchabllitation Flnanu 
Administration's Ninth Annual Report. The  above classifica~~irn $how.; that 
out of its total outstanding loans of Rs. 9,66,53,072';2 (principal and interest) 
as on y s t  December, 1957, a sum of Rs. 92,26,255 50 WAF considcf~ld by 
Rehabilitation Finance Adrnininration to be 'doubtful and bad. 

3. This note has been vcttcd by Audit. 

.4. BAKSI, 
Joint Secrerq  to r h t  G a ~ m r m n l  of India 

Dared 21 -2-1959. 

Copy of letter from Shn ,V. R.  Reddy, Deputy Srrrcrory. iZI~nrj[rv (g 
E h n c e ,  Deparrmm of  Econarnic Affairs, to the Chic./ :ldmrnr~.rr&, 
Rchobiliratia Finance Administrat~on h7m Dellti, .Yo. F .  7 (~3)-(;orp 57, 

dared the 28th February 1958 (9th Yhalguna, 1879 S. E.) 
SL%J)~CT :-Prcnrtswn for bad and doubt/ul debts tn [he recuunri of the 

Rrhabil~tatia Pinsrue cldmtnurralrm. 

In supmession of this Aiinisrry's directive issued under No. xc(jo) 
PIlji dated the 31st Mgy, 1952 on the subjcct noted above, I am 



directed to state that as the Rehabilitation Finance Administration Act, 
1948 does not make any specific provision for bad and doubtful debts, the 
Government of Indii have decided that in order to assess properly the 
amount of provision to be made for bad and doubtful debts in the balance 
sheet of the Rehabilitation Finance Administration each year individual loan 
accounts should be scrutinised by the Administration and debts classified 
so as to exhibit n true state of affairs in the Balance Sheet. The  amounts 
of outstanding loans and interest as at the clore of each year should be classi- 
fied and exhibited in the Balance Sheet of the Administration as follows :- 

( i )  Debts conqidcrcd gcmd in respect of which the Administration is 
fully sccurcd. 

(ii) Debts considered good for which the Administration holds no 
othcr security than the Debtor's personal semrity. 

( r r r )  Dcbts considered good secured by the personal Ilabiiitics 
of onc or mom p a n m  in adifitwn to the personal security of the 
dcbtcws. 

liv) Ilcbts considcrcd doubtful or bld. 

2 .  'I'hc m c t h d  fix \aluatmn of ~ e c u n t m  and other details for working 
nut thc classlhcatlon of loans should bc settled bv the Admmrstnt~on In 
c-onsultat~on w~th  the C:omptrollcr and Aud~tor Gttneral of Inifla. 



APPENDIX X 

Sraremmr of care and opinion of rhr Arrornty General pursuant to action 
rakm a para 134 of rhc. 7th R c p r  relating (17 paywnr of rcntrinal Ituvc 

s d a n  ro rhr Ex-Afanaging Dirccrcrr o j  thc I.F.C. 

STATEHE~T OF CASE FOR THE OPINION OF THE A T T O R ~ ~ - G ~ A I .  OF 
INDIA 

Learned Counsel's opinion is required on thc qucstion as to whether 
the sanction of the Central Government was necessan to the paymtnt of 
the terminal ieavr salary to the hlanapmg Director of the Corporatim, under 
the terms of his appomtment in accordance with the provisions uf t hc  In- 
dustrial Finance Corporation Act. 1948. 

2. Facts of the case relevant for the purposc under considcrirton itre 
summarisd below. On the 10th March. 1951 the RnarJ of Dircclctr\ of 
the Corporation passed the follo\vmg rcsolutions, namcl! :- 

"RESOL\'ED-that In accordance wlth the provision\ of Sck.r ~ o n  
ro(f)(ii) of the Industrial Finance Corporation .k~. I 948, thc h a r d  
recommend to the Ctlntral Govcmmcnt that Xlr . Ikputv 
Managtng Director of the Corporatlc~n, be appjmted the hlanagtng 
Direaor of the Corporation, m successlm t o  hlr. , u hcn 
he is appxnted Deputv Governor of the Reserve Bank c ~ f  Incilrt 

FURTHER RESOLl'ED-that In accordan~c u 11 h r he pro! isitms 
of section 9(d) of the Industr~al F ~ n m c c  Ci~rporation A c! , I QJS, 
the h a r d  recommend to the Central Gotcmmmt (hat rhc yn! 
and emoluments of Mr.  bc f~xcd unL!cr - 

Prowdent Fund conrribu- To bc gcnwncd h) the rclarlvc 
t im. Kcgulations of t hc Chrporat i o n .  

Other t m s  of service such as T o  he govtrncd by the St& Kc 
travelling and haltrng al- gulat~unm of the C-iqwruicm." 
Ir,wanca, mcdloll attcn- 
rim crc. 

Ou the 14th April, 1931 the Corporation addrcssecl a letter ro the Mmrstry of 
F i x ~ ~ c e  drawing artcntion to the above rcsolutiona and askmg for thc V p r w  
ral of the Cearral Governmenr under Scctioas g snd 10 of thc Act to the 
rppoin~ent  of Shri as Managlng D~rcctor of the Gqmration in r u c m w m  
to Shri sad to the t e r n  to be allowed to h ~ m  during the ~ i o d  of' his ap- 
pojstmaxt. On the 5th June, 1951, the M ~ r w t r y  of Finrrnct addressed a lertn 
to the Corporslth conveymg approval of tbe Ccntral Government under Src- 
ti- 9(d) of thc Act to the grant of rhc tenm to Shri on his rppotntmm 



rr Managing Director of the Corporation in succession to Shri , terms 
granted being the same'as provided in the Board's resolution dated the 10th 
March, rgsx referred to above. On the 8th June, rgjr a notification under 
clause (f) of Section 10 of the Act was issued by the Ccntral Government 
appointing Shri as Managing D~rector  of the Ccrporati~m with effect 
from the said datc and he accordmgly acted a5 such Managing Director from 
that datc. 

3. On the 1st December, 1934 the Managing Director of the Corporation 
addressed a letter to thc Chamman of thc Board of D~rectors. of the G r p o r a t ~ m  
asking for the grant of SIX month\' lcavc earned by him durir F his 
employment In thc G t n .  Chi the 8th Dcccmkr  1954 the 
Chairman scnt a rcply to h ~ m  rcfuslng sanctmnlng of the l c a c  and 
adding that the Jcavc would be panted to h ~ m  as socm 11 wa.\ ccon\ml~nt 
to spare h ~ s  scrvlccs. On rlx w n e  day thc Chalrrnan addrewd a lcttcr to 
Shri , Joint Sccretar! . h l ~ n ~ r t r y  of$;lnanu, enqulrmg as to whcthcr thc 
Central Govcrmcnt  would agrcc to S h r ~  hcmg granted SIX nu~nth\ '  
Icavc from the date h ~ s  scrvlics i t ~ ~ l d  bc. \pared, cvcn though th15 mqk! t A c  
tum beyond the datc of the tcrrnirution of his ~ ( m t r a n  On rh, ~ h t h  
1)cccrnbc.r. 1951 S h r ~  in ~onsultatlun u lth the \olici!or, ln<riuctlng 
eounscl scnt a rcpl! to thc Cha i rmu  pc~intlng out that In vlrw o i  t h C  Got- 
ernmcnt'., lcttcr datcd thc 5th June. 1951 rcfcrrcd to  akwc rhc qur.\rltn i,t 
leave to bc: grdnrcd t o  thc . I lmry~ng  D~r tc tor  o t  rhc C o r p r a t ~ ,  n udk F C ~ ~ C I ~ P L !  
bv Staff Rcgulat ~ tms ot' thc ('orlx,rdt~un and 11cn~c no 4 m ~ t : t ~ n  ,)r rhc C ~nt:nl 
Ciovcrnmcnt rt ,  thc brmt (11 Is.~tc t o  the . I Imqrng I l i r t ~ t o r  u a . ~  rrcq~.rcd 
in thc prcscnt ixw He adds~i   hat i t  UJ\ tcir thc Hwrd c l f  Ihrec tor~  ot  the 
G ? r p m t ~ t r n  t i1  ~ C C I J C  ;I\ to u hcrhcr 11 uuulci L~llclu thc muraiop ct p:ln~:r ic, 
applrcablc to 3. Go~crnmrn t  i)lhccr In s1m11.1r L tr~vrn\t.  n.cs :n granting ltdtC 
111 r he p r w n t  caw 

c .  Acxountrmt Gcncrsl. Ccnrral Hevcnucs, in hrc au&t r c p r t  dacd the 
afth'hliuch, r 957 on the Industrtal Flrnncc C:~irp-rratlcm for the ycur 1956 
obucrvcs as rcguds thc rclymmt r d  tcrrnlnal I w c  salary to thc Mrmying 
Dlreaor I ~ J  undcr - 

"Pllymmr ct/ tcrmtml Icme salon. w t h  A l ~ f t q v q  a ( r ~ t t u r . - - ~ ~  
rezrrlng hlanugtng 1)lrccrt)r of thc C o r p r d t ~ o o  wns p d  a sum ut' 

tr,ooo in lump cm the 7th June, 1955 kag thc amount e q u d  ro 
su munch$' l a v e  sahry on the c x p q  of the tcrm of his contract 
which 4 c d  m that datc. As the cmtract d d  not provide for 
g m t  of my t m ~ n n l  Icaw, the case was r e f c r d  hy thc G q w r s t i m  
to the Ciovcment of India who stated tho1 as pcr terms of a p p n t -  
meat of the blan~ylg I>ira.tor the qucsticm of l c a ~  to  be gnntcd 
to him w o ~  governed by St&f Rcbphtims of the Curporraicm end 
w u c a t l y ,  the Crnv~uxlent's s3crcticm to the gnrat of tcrminrl 
lcrvlc to hm wsf not q u i d .  It tklrs, h o w c ~ ~ r ,  mrntiaacd by 
Guvnaraart that when an &wr ca red  Govcrnmcnt axvice no 



cantract, the contract normally included a p,,,Asion for grant of 
leave beyond the period of contract if such leave was refused during 
thc period of contract. T h e  matter was, however, left to the Board 
to decide." 

"The staff regulations do n.st provide for the pant of terminnl leave. 
The  Board nevmhcless dccidcd by a resolutior, dated thc 21st May, 
1955 togrant six months' terminal leavc and to pay the Icavc salary 
in advance in one lump. It is relcvdnt to point out in t h ~ s  conncu-- 
tion that evm according to the rulcs of the Ccntral C;nvcrnmtnt 
applicable to contrast officers, terminal leavc to the extent of 4 months 
only on averagt pay is pcrmlssihlc and the lcavc salary is payable at 
the txid of each month of leave an3 1s \lah\e t o  bc reduced to the 
rate of lcave salan on half pay ~f the retlrirg cmploycc sccurcs other 
emplopcn t  during lcave. The  Utwrd's o~Tlon amoun~c~! to an ex- 
pri2tr~ payrntxt of Ks. 2 I .m and wcnt beyond \vhut \vould have been 
admissible ever ~f Govcmmmt rules had bCm appllcJ to thc case." 

T h e  matter subsequently came up for ccmsdcrarion kf;w thc Put4tc Accounts 
Committee of P a r l ~ m e n t  and at ~ t c  \tttlng held on the 14th January, 1gs8 
the Committee dcs~red that the opnton of the Attorney Gencral tx nbtalncd 
on the question referred to in paragraph r above u t  an early datc 

6. Provis~ons of the Act relcvant for the purpose under concdcr,ir~cm 
are those contained in Sectlon 9 of the Indu\trtdl 1;rnmcc (:cqwmt~on 
Act, 1948 before ~ t s  repeal by the Indus tnd  and States I ;~n~nc~. i l  (:orporjtlon, 
(Amendment Act, 1955 (28 of 1955) S e a o n  g as tt thcn carted ran 
as follows .- 

"9. ;\lrmqgrng Direc~or.-The hlanaging Ihrr.i?or shall- 

(aj k a whole time officer of the G)rpc)rirwn ; 
(b )  perform such duties as the Board m y ,  hy rcguhtlons, enrrurt 

or delegate to him ; 
(c) hold officc for four years and be eligihle for re-appmntmtn t 

(d )  receive such salary and allownnces as the l k w d ,  w t h  thc approval 
of the Ccntral C;ovemmenr, may determine." 

I t  will thu! be seen that thc approval of the Central (.~ovcmmenr undcr the 
said sectton was required to the clttcrminarion by the I k w d  of I h r c c ~ o n  
of the C ~ r p r a t ~ o n  of the salary and allowanccz to bc recaved by thc . iLnap tn~  
Director and not to the drtcrmmarron by the W i ~ r d  of any othcr tcrnls and 
conditions of s m i c e  of the hlanapng IArcctor. Hy its lerter dated thc 5th 
June, 1951 Government gave Itr approval to the fixation of pay ( incluwc 
of all allowances) of the Manag~ng 1)rrccror at k. 3.~,00/- per mmscm and 
to the atber r m s  and cvndittcm of' hts scnwe being dncnn~ncd bv the Staff 
H ~ u o n s  of the Chrporatlon appltcablr in rhc mattcr, though in vlcw of 
tht said Scdion such approval was required only in respec-t of balmy md 
d lowanas  payable to the Managing 1)lrcaor. It may thus be urpcd that 
rhe quaion of Ieavc to  be granted to the M m q m g  1)rrector ww Idt to bC 
~ v a a c d  by the St&' Rcguhtrms of the Cxlrp<rmtim and c m q u c n d y  
Governmcnt'~ I S I U L C ~ ~ ~  WPQ nat r e q u ~ n d  to thc grant of lcovc or salory in ijcu 
thaoof to the MPuJPgial Director in the prcrerrt caw. 



7. Question arism as to  the meaning of the word "allowances" occurring 
i n  Section 9(4 of the Act. T h e  meaning of "allowance" as an English 
word is a matter of fact, not of law. (1931, A.C. 12 at 25,28).  I n  Murual' 
Acceptance Company Limited v/s. Federal Commisioner of Taxation ( r g ~ ) ,  
69 C.L.K. 389, Latham, C.J., observes on pages 396 and 397 as under :- 

" 'Allowance' in the relevant scnsc is defined in the Standard Dic- 
tionary as meaning :- 

"I'hat rvhich I% allowcd ; a portion or  amount granted for w m e  
purposc. as by mllltary regulation, operation of law, or  judic~al 
~iccrce . also a l~mltcd amount or  portion, as of income o r  
tiwd , as. an alloxancc of rdlons ; an aIlouance for costs ; 
an allowancc for tare or  brcakapc ; an cxtra allowancc for scr- 
t ~ c c s  ; t o  put onc on an allowcmce of b r a d '  K'hcn the \vorci 
14 uwd In conncitlon u ~ t h  the rclatlc-tn of empiovcr and empl,l\.ec 
~t mcmq In m\ oplnlon a g rmt  of somcthlnr: add~trnnal to 
crrd~nnrj wage- for the purpose of mcctrnp \(>me partrular  
rcqulrcmcnt conncctcd ntth the scrvlcc rencfcrcd bv the cm- 
pl0\er' o r  ,I\ compensarlctn tor unusual ctmJlt~tm\ oi  that 
\en ~ c c  I.,upcnw d l o a a n c e ~ .  travcll~np allnrvanctr, and cnter- 
tdrnmcnt ,ill0\8.in~r4 .ire p a t r n c m  addit~onal to orcilnarv 
~ ~ ' g c i  mailc. for the p u r p w  r)!  mcu.tlng ccrraln rcqulrcments 
of ,I 4er\ lie I roplcal dllouantcs, obenlmc d l o w m c ~ ,  and 
C Y I ~ . I  p i  b u.1~ t ~ f  ',hn mcmc\ ' arc d l t ) r \ a n ~ w  a\ itlrn- 
p m w t ~ o n  f"r u n u m d  c o n d ~ t ~ o n s  crt '  w n  ~ c c  " 

H As, rcpardi the H I X ~  "wlar?" rxxurrlng tn S c r ~ ~ o n  y,Ji ot' rkl. L-t 
i t  ma) bc obcr \cJ  rher wlan I \  a per~tdlcul a l l o w n n ~ ~  m d c  AS cornpcn* \hion 
to (1 ~ f l r c m  tur h ~ a  c>fftcrul or  pro!-~onal scn?ccs or for h ~ s  r c g u k  wwk, 
S&r> 1s srrlcrly otn uprccd cxrrnpcruutlrrn for scrvl~x payuhlr at rcb,.ulrtr inra- 
vob; but morc I r k r d  marninp ts frequently given to the word, ilnd its 



.synonyms are "stipend", "hire", "wages", "pay" and "allowance". (Aiyar'o 
Luw Lexicon, page I 14s.) 

g. In view of the above it may be urged that the payment of Rs. 21,mo/- 
to the Managing Director in thc prcsenr case was in the nature of an 'allowance' 
as contemplated in Section g(d)  of the ,Act and that as the said paymcnt made 
in one lump sum on the 7th June, 1955 (the day of expiry of the Managing 
Director's term of oflice) represented an amount equivalent to s i x  months' 
leave salary pasable to the hianaging Director. it was also in the nature of 
a 'sdar!.' 3s contemplated in the said Section and hence required the approval 
of the Central Government under that Section. However. it is submitted 
that the payment of Rs. 21.0001- to the 3lanaping Director being in the nature 
of cash compensation for leavc not enjoyed by him cannot be said to be the 
pilyment by way of salary or allowance and hence the approval of <'Jovernment 
was not required in the present case. 

10. Learned Counsel is requested to give his opinion on the question 
raised in pangraph I above and generally in the matter. 



o f  his term of employment. Such leavc may be givcn at the discretion of the 
sanctioning authority on the tcrmination of service. Thus as pointed out by 
the Accountant General, Central Revenues, in his audit r cp r t  dated the 27th 
March, 1957 according to rulcc of the cmtral Govcmmcnt applicable to 
cnntrect officers terminal lcavc to the cxrent of four months only on average 
pay is pcrrnissible. Fur thcr the lcavo d a y  is payable at the end of cach 
month of lcave and not In a lump sum a5 done in the present ate. 

3. .4s regards Govcmmcnt wrvantq governed by Fundamental and 
Supplcmcntal Rules attention may be tnvitcd to F. R 9 0 )  defining "corn- 
pcns;ltory allowancr" as memmg an dlowmce granteJ to mect penonal ex- 
pcndlturc: neccss~tdtcd by thc specla1 circumstances rn whlch duty 1c performed. 
I t  rncli~dc\ a travelling allowdncc but drm not 1nc1uJe a sumptuary dlrwanct 
nor rhc grant of frcv pwagc by sea to and from any plam outs rk  I n d w  
Furthcr I'H y(12) Jcfinc\ "lcnvc salary" as meaplng monthly amount pad 
by (icl\crnment to a (;ovcrnmcnt scrMnt on leave It IS, h o w m ~ r .  not ied  
that t h o c  Hukc , i t \  nt)t crmtaln any dcfinitlcn of "allowance" a\ such .4s 
prt~vldcd by I.% 86 1c.ivc r o  thc crc~ilr of d Ciovcmmcnt senant  l a p w  cm the 
datc of hrs rctircmmt Iiowvcr.  rf bcforc that datc he has formdlly applteii 
f o r  Ic,i\c an,! such Icavc ha\ k c n  rctuscd or he hat ;~scct-talneJ In wrlllng from 
thc ~rinctvmmg aurhorrry that thc Icavc. ~f appllcci for, wmulci not be granted 
such rc tusd h r g  In rhc ruquircmcntc of the public \CrvIcx, then the Guvcrn- 
m n t  <rrvanr m.i\ tx- grnritcd after the , .~.HP of. rctrrcment thc amount of leave 
SO rcfuxd s u h ~ c l  t o  J m.i?omum I f 41x months Funhcr such Cn>)~mment  
scrv.int cams 1c;rvc on .rvr:.ipc pa) dr thc r d t ~  of tws-elcvcnth 1 1 i  the Jut? 
prfI>rmcd nftcr t h ~ t  J x c  The quwtum %if '  tc'~v~-'raldry payable on r c tm-  
mc1;r I .  lleslt wlrh Ir 1% 89 1'H yo. 

5 From ~ h c  i l h b \ <  1r wltl tx \w.n 1h3: SfiifTI.lc.gulati,mz of the <'Aqwm- 
tion (Lbvt R u l c ~  .~i-pl~i i~hlc 111 C I ~ L X I ~ ~ ~ ~ ~ C C %  sin111irr t k \  I ~ C I S C  r c f h ~ ~ , f  t o  
a h l v c  ' I , ,  114 I thn~tt .1r15 tight 1.n thc wsuc ils ro whcthsr t k  p a \ n m t  nu& rn 
thc. pr+.*t.nt i&r 14 bt HA) $ 4  .in ' ~ I ~ u ' J I \ ~ c '  LLS ~ W l t ~ m p l d f ~ d  In .%ctrkm H,!) 
c d l  hc Arl. 



thc Case show that on the loth of March 1951 the Ekwd of Directors of the 
Corporation passed a m l u t i a n  recommending inrm alia that the Managing 
Dimtor  should k paid a consolidated snlary of Rs. 3,5001- per mensem inclu- 
sive of all allowmes. Thc resolution also stated that as to the other terms 
of service such as travelling and halting alln\l?lnc~s. medical attention, etc. 
he was to be governed by thc Staff Replat ions of thc Carpvat ion. On thc 
14th of April 1951 the Corporalion addnxscd a lcttcr to the hiinistry of Fmtln~u: 
&awing anmtlon to-thc nsolutions p%wd hy them and seeking the approval 
of the Central Gonmmcnt under section.. g and 10 of the Act to the resoluticmu. 
On the 5th of June 1951 the Mlnist~y of F ~ n u o c  adLirc.sscd n lettcr to tln. 
C h r ~ r a t i o n  conveying the itpprotal of the Gntral Govcmmcnt under scitib n 
~ ( d )  of the .4ct to the terms mentkmcd In the Board'\ Hesolut~on datcd t ~ l c  
loth March 1951. In the rcmlr. therefore. scctlon 9 (d) of the Act wi\ 
complied with and the salaq and rllo\\anccs sol\cd t o  bc rcgrantcd 
to the Managing Duector by the h a r d  of' D~rcctors wcn. apprrvcd by 
the Ccnt~al Gowmment. 

2. Leave having bcrn appl~cd for by the AiLmaglng Dmctcrr and rcfuwc.3 
during thc term cf hls emplo~mtnt the h a r d  by 11s roolut~on of 21st of .\la. 
1955 granted six months' tcrm~nal leave ttc hlm and ~nctioncc.3 the pa>rn~.rr 
to hlm of six month' leave salary amountmg to I t< .  21.030'- In tmc  lump sum 
in lleu of the said leave. The questlon for cimsidcrar~on i. ~vhtrhcr thc sanc- 
tion of  kc Central Governmcmt was nccxssary to t hc act lor of t hc Iharii in 
granting such termiral lcavc and leave salary. 

3. In malters orher than salary and allowanas thc .'iLrtniging'Il~rcct,~r 
*cas governed by the Staff Regulations of thc G)ryontron. 'fie Staff Regu- 
lations did not provide for the gmnr of terminal Icavc or salan In licu of such 
leave. In the ci~cumtances it would appear to be compctcnt to thc I%wJ 
of Directors to grant terminal Icmr to the hkmagmg D~rcaor  and su1rt-y In 
lieu of such leave. It is true that the Gowrnmmt Kulcs providc for grant 
of not mort r han four mtmths' tcrm~nol leave to thcir cuntraa cmp1oy:es 
ahcreas what the Board granted was six months' lcavc. That, howcvcr. t w ~  
a maner for the Board of Dire~rors. they not bcrng bound by Gownumnt 
qulations and the Staff Repulattons k i n g  silcnt about thc mt tc r .  

4. Houmer, even if me assumes for a moment that thc h a r d  had not 
the purr to act they did that aumpt ion  will have no relet-anm lo the ques- 
tioc uncier cons~derdtion which t \  whet hi^ rhc Board In m l n g  a\ thc! ,!j ! 
were bound ro obtain the approval of the Central Government under scct~c-n 
g(d) cf the Act. That s u k x n r m  pmvidcs for the approtnl ot'rhc (iwnl 
Government bcsng obtarncd only In regard to the qalary anJ allou-in= to bc 
paid to the hhegrng  Dircaor. Thc sum of K*;. 2 r .ow - pad to him crndln- 
ly was nor 4 a r y .  Could 11 he d a c r i k d  as an allc~uaru. wlthln rhr mcilnmg 
of section g d ) ;  I think not. hn allowaccl: as b:twcn rhc ernpltrytr ~ r l  
the anploycc must =ac scmc p y m t  iidditrondl to rhc w a r n  mcic 10 tho 
anplo)'ec f i r  the p u w x  of rntmmg w m  prriculsr rcqur~mcnt  
connected wrrh the s c n . ~ ~  or a\ a)rnpc.nsrrtron fijr .wm unu\ual 
a m d i t i m  of that scrvict. Scr (IN) 6g CLR 389 at p g t w  34.. and 397. 
See dso Aiyat's Lao LPxrcon rye Ecftt~rm, page 57 

5 .  Same of the Govcmfflcnt rcguktiona to whrch my attcnrian hiis 
kn'drrrwn ck, nor m m i n  C X m  pntvibicrn for thc g ~ n t  cf tcrinimknvc. 
In bomc others pravistm is mrrdc for the gnml of  remind  icavc to the cxtmt 



of four months on average pay. It is provided that the earned leave to the 
cxtcnt it is duc may be granted as the tclminal bmc.ftt to an offim employed 
on con1 ract on duc curnolei ion of his term of employment . When such leave 
Is grantcd a lcavc salary is paid at thc end of each month ofleave and not in a 
lumpsum. It is to bc noticed that in none of thc regulations referred to in 
paras 2 and 3 of the Furthcr Nore submitted to mt: is the leave salary described 
as an allowancc. Thcse regulations do rjot sccm to contain any definition of 
an allowona. simpliciter. F.R. 9(5) defines 'compen. atory allowance' 8s 
meaning an allowma grantcd ro mcxt rersonal cxpcndit ure ne-itatad by 
the specla1 circumstances in which duty is pcdbrmcd. 

6. Considering the abovc I am of the vicw that the amount of Rs. 21,mol- 
bcing the equivalent of six months' salarq. which was paid to the hianaging 
Dirictor in substmcc us a s h  compmsation for lcavc not enjoyed by him was 
rcither s t alluy nor an allouma. wrthin 1 hc mcar ing of scction g(d) of the 
Act nnd rhc paymcnt of it  would not, thcrcfom, require the approval of the 
Central G o ~ w  n m n t  undcr that subsection. 

New DELHI; 
Th 10th ;\lay, 195% 

Sd.'- 
(.V. C. SETALVAD)' 

A trornry- Gencrui of India. 

.4ut hent iatcd.  ' 
Sd - 

(A. BAKSI) 
Juinr Senctary to rk Gmt. of India 



Note from the Ministry of I n f ~ a c i o n  & Broadcastiq regarding cont~act 
un'thau agreement, poro 33 of Audit Report (Civil), 1957 

( i )  What were the reasons for not insisting upon the execution of the 
written agreement by the firm ? 

The draft agreement to be entered into hy the Allied Advmising Agency 
was forwarded by the Director Genenl to the Station Director, Madras, 
on 24-2-54. On the 6th March 1954 thc Station Dimfor addressed Allied 
Advertising Agency, in continuation of his Iencr dated 8-1-54 intimating the 
sanction of the agency. stating that the agreement should be executed before 
the end of hlarch on their furnishing ash security. .3lmnwhilc. on the 19th 
March 1954, Allied iidver~ising Corporation Ltd.. wotc  to the Station Direc- 
tor saying that the) had taken over the business of A l l i d  Advertising Agency 
fmm its sole proprietress. Smt . . . . . On the ~ 3 r d  h h c h  1954, the Station 
Director intimated this to the Director Genenl. All India Radio and askcd 
for telegraphic confirmation as the agreement was to be esecutcci befnrc I -4-5.4. 
The Director General. All India Radio, consulted thc h l i n i ~ t n  of Lnw and 
on the f h  of April 1954, returned the draft agreements with thc note of the 
Lsw Ministry,'advising that Smt .should k askcd if she had any objccrion 
to the execution of the agreements hy Allied Advertising Corpnwt~on Ltd. 
of which she u-ds a Dlrector and also that thc Repctmr of Joint Stock Corn- 
panies should be atked to confirm if the Copra t ion  was a registered body 
and the names of its Directors. Thc Station Director accordinply addrtsscd 
on 22-4-54. the Reputrar of Joint Stock Chnpanm and Srnt . and for- 
warded on 1-6-54 their replies to the L h r ~ t o  Gencrd The Hqrs;trar of Joint 
Stock Cornpanics replied that Nlied Advenising ( i~ rpra t ion  Ltd. was a 
company registered under the Indian (kmpanics Act 191 3 and also intimated 
the names and the addresses of thc rhrct D~rcctots of the firm Smt.. . stated 
that she had absolutely no objection to Gom. executing an q r m e n t  with 
the Allied Advmisinp Cmrpontion Limitcd. She f u n h a  stated that the 
Allied Advertising A p m q  till then a proprietary mnccm of hen, had since 
been taken o v a  by the Alljed Advertising C~rpan t iun  1-td., hIrtcin5. ARcr 
consulting the Law hlinistry, the Director Gcncral returned thc draft 
agfeemcnts on 2-7-54. On mcivinp the draft agreements the Station Direc- 
tor took up the nrancr further w t h  the firm for cxccurjon of thc agrmnents 
with than 

It will be seen, therefore, that the Jeh) In the ~~ec~tlon of the agreanent 
was c a d  by the change in the ownership of the Agency The Station 
Dirtctar had already addressed on 12-8-1955 the firm for exccutim of the 
aCrrrrmcnt. The Stat~un IXrmor, therefore, d ~ d  mist ujxrn the a r d m  
of the apament and it w w  the failure of thc firm ro cxccutc rhc 8~p'ctnteat 
w h i d ~  ultimately brought a b u t  rhr t m ~ n a t i o n  crf the agency On a-10 -34 ,  
tht Station Director rlspcmcd to Dimor  General, .4U Inda M u ,  that the 
firm had not yet rrmincd the saxriry &posits due from rhtm end the agree- 
marts hod ncfi barn exmted.  Hc prnmiscd a funhcr nrpon oftn mnking 
further d f m t s  Pinally an 28-12-54 he ftcmmmclcd * to the Dimor 



General that the arrangement should be taminattd with tffcct from the h e  
dated 22nd March, 1955. This was recommended to the Min* 
Director General on 27-1-1955, 

(ii) What were the reasons for continuing the agency till ~Uarch 1955 
although the security deposit had not been deposited? 

The agency was continued till March 1955 as the Station Director 
expected that the agreements would be concluded by the firm and security 
deposit made. As soon as he found that the firm was being evasive, he 
reported on 28-12-54 to the Director General recommending termination oh 
the contract. 

(iii) What were the recommendations made by Director General, All 
India Radio, and the Station Director in this regard and what were the r m s o ~  
for the non-acceptance of thnc recommendations by the ,Ministry of Informa- 
tion and Broadcasting? 

In his u.0. dared 27-1-55, thc Director General recommended the ta- 
mination of thc contract with ef-far from 22-3-55 and the taking over of the 
advcrtiserncnts direct. I-Ic also recommended that "if the prtscnt ag.enu 
do not p y  the d u e  cvcn after Station Direaor's latest letter in the mancr 
legal s t q x  may presumably have to hc taken regarding the minimum guarantee 
and the collection of the ducs at the end of the year. The dues upto the 
end of Mnrch, 1955 would amount to abaut Rs. 10,ooo'- for L'mh and 
Rs. 3,000;- for P"ini." These rccommmdations were accepted by the 
Ministry of Information and Broadcasting. 

( i t , )  U'hy and in what circumstances thc tender of the Allied Advtr- 
tising Agcnq a c q t c d  in prcfcrcncc to that of Shri. . . . . ? 

As reported separately, tenders were sent for in pursuance of an objcc- 
tlon m i . 4  hs  Audit that the running oprccment with Shri was not for 
anv specific pcricd and that it was desirable to enter into con- on the 
basis of tcndcrs fnr a specific pcriixi. Tenders were accndngty invited so as 
to rtach the Stat~on Ilrm-ror M a d m ,  by the 16th February, 1953 Wore 
3 P.M. and Shn also one of thrcc tenders .  t In consuto- 
tion w-ith the Director of Advcniaing and Visual Publicity, the .Ministry 
rejmed the tmdcr of Shri m e  of the t h m  tea-, 8s 
being unecctptahlc and negotiations wcrc entered into with Shri and 
Allied Advertising Agency with a view to satring a gmdcd rate af C Q C N ~ L ~  
sinn which uw more filvnunble and in line with certnin other ae;reanents 
7 k s e  tenns were ctcccptd by Nlid Advcnisung A p x y  and rejectad by 
Shri C ~ ~ n q u c n t l y ,  the agency war nwarllcd in Forour 
of the Aliicd Advcnisinp Agency. A copy of the carlicr note is attached for 
ready triuenct. 

(c) What s tep  h v e  bcen taken to m m m  the ducs fnwn the fim ? 
Whot is present financi.al pxitiaa d the firm ? 



(oi) What measures were taken by the Ministry to ensure weekly remit- 
mace by the firm of advertisement charges collected by it? 

The Station Director was constantly pressing the firm for the remittance 
oT these dues. According to the agreement with Shri , the terms 
of which were adopted for the agreement with Allied Advertising Agency, 
the agent was required to submit a statement of bills drnwn by him in the 
precading month on or before the last day of each succeeding month. The 
agent wss required to pay to the principal within 60 days from the close of 
each month the net amount payable to the principal. T h m  was, therefore, 
no question of weekly remitmces. T h e  terms of the agreement are generally 
in accordance with the trade practice follouvd in the matter. 

(4 Whether any responsibility has been fixed in the matter and what 
action has been taken thereon ? 

No action has so far been taken to treat this as e disciplinary case in 
view of the circumstances explained above. 

(oiir3 W85 any paper supplled to the printers for printing purpres? 
If SO, what was its cost and what is the loss sustained by Government on this 
account ? 

A statement which has already been sent is enclosed far ready reference. 
NO losf has been sustained by Government on this account. 

Madrny of I n f o n w i a  and Broudcmrtqq. 

The A.I.R. jaurnd "Vanoli" was being published by the Re ublic P r m ~  
and the "Vani" by Kubera Printers. The sole advert ismg agency f or "Vm,li" 
was held by Shri . . . . . .prim to March 1954 for about five ycars. In 1953, 
fotlowmg the point raised by the Audit Officer in the Audit Note on the 
accounts of All India Radio, Madras for 1951-52, it was decided to ~nvite 
tardm for the sole advertising agency for these journals for a p r i c k t  of 
three y@rs. In resprrse to the tcnder notice, t r n d m  w m  rmivrd from 
the followiq tvms and their particuhrs are given below :- 

N l l ~ t  d thC Minimum mtlnrc Rrmuncnt ion 
brm 

I. Mr. V m l i  Rc Q.000 35% 
V d  F t ~ 1 6 . m  



Name of the Minimum revenue Rcmuncra tion Cash Security 
firm guarantee offered 

'. Mr. VmoU Rs. ~0.000 25% Venoli Rs. 5,ooo (or 
V P ~ J  h. 5,000 25% below any higher amount 

the guaranteed sum' a desired) 
An nddi,lona~ rare of 5% Vmi Rs. I ,000 
for the guaranteed 
amount rod abuve or 
bonus. 

While the minimum guarantee offered by Shri was Rs. 
$o,oool- for "Vmoli", Alltcd Advertistng Agcncy offcred Rs. 55,ooo!-; 
in both of thcse wqcs the commission tmdcrcd waq 257, .  Shri 
offered a higher minimum guarantee of R*. 84,000'- but asked for 35 % 
commission. Thc Director G:ncral in forwarding these tenders recommend- 
ed the acceptance of the tcndcr of Shri who during his prc- 
vious ugcncy of five years for "\'uoli", he statcd, had bcm domq g o d  work. 
He pointed out that the advcn~stmcnt revenue for 195 1-52 (September rgjr 
to A u p t  rgp) was over Rs. 81,ooo'- agalmt thc mlnimum guarantee of 
Rs. .~o,ooo'- ; thc avcrugc snuol revenue for four ycars was computed so 
Rs. 75,000 -. 

In con5idcring this proposal of thc Director Gcncrd, thc himistry 
cmsc\lred [hc Dircstor of Advcrtlr~ng & Visual I'ubl~c~ty, who stated that 
t o  his howlcdgc the rtllicd .4~tvcrt1l;ing A g i n q  was nut m cxlstcncc till 
1950 and hc h d  no ~nformatlon rcgardmg: their stanJrng c v  financial resources. 
He also observcd thdt of thc  thrcc tcndcrcrs, the tenrierrrs othcr than S k i  

d ~ d  nor appear to havc bccn established as long as Shri 
As rcprds the term5 r ~ f  the tcndcr, hc suggcstcd a comprlxtn wtth the com- 
mission allowed to Public~ty Siwicty of Indrn, ctc. 

'Ihc Dircatw Cimcfal mllnpd wcorrlingly for nept ia t im and re- 
pwtd that Shrt dc~l~nccl  to r r ~ i s c  h1.4 rcrms bur Alllcd hcfvcmasirq 
Agcn~y ac~rptcd them. The report of thc Dtrrvtor (;cncral, was ~ ~ c ~ i d c r d  
and i t  waq dcciricd that, nlthough ~t was tswbrful whether the ALLd AJwr- 
tising A p c y  would be rhlc 10 Secure as much buslncss as u n  king fur- 
nished by Shri it would not be Jmrprhlc to award the c x x m m  to 
Shri st thc mtc of 30°, on thc nunirnum guartmtcs. The terms 
af~ammiaJion finally w c ~ p t d  by M1ta.i Advrnising Agency were arr fi~Ucws:- 



(b) An additional commission of 2-1 12% on bushes8 between ~5,0001- 
and 75,000,!-; 

(c) An additional 5% on business exeediag 75,000~- (i.e. 30%). 

The Director General was requested to take action accordingly and a 
U.O. note was issued. OR the ~ 3 r d  December 1953 the Stetion Director 
reported back saying that notice would have to oe given to Shri and 
suggesting that the new agreement should commence from 1-4-1954. He 
obstnred as follows :- 

"Considering the piesent rate of business given by Shri 
it would be advisable to terminate his agency as early as possible. 
His letter dated 2-1 1-1953 declining to revise the terms of his tender 
seems to indiate that he would be d l e  to fulfil the minimum 
guarantee during the current year (79x953 to 22-6-1954), the 
sixth mnueci year of b agency." 

This was agreed to by the Director General 

On 8-1-1954 the Station Director addressed the Allied Advertislag 
Agency intimatlag that the sole advertising agency for "Vanoli" and"Vtlnl" 
was awarded to thtm on the main conditions specified in thcir lctter. He 
further wrote to the Agenq on 6th March 1954 saymg that the terms would 
come into effect from 1-4-1954 and that the agrecmmts reht trig to the A p n q  
would have to bc execurcd &fore the end 01' M a i h  on thcir furnlshlng the 
cash security referred to m thcir letter &ired 8th Jmuq. 

On 19th March 1954, the Station Director rccclved a letter from Allied 
Advertismg Corporat~on Ltd., saying that they had tdcn o v a  the bushcss 
of Mcssrs U ~ e d  Advmismg Agency (Solc Proprtctress Smt. 1. 
In  a separarc letter of the same dare, thcy acknoulrdgod rccelpt of rhe Stot  on 
Director's lener (without spec~fy~ng dare) and nor d aLw t h a t  the agcn cy would 
come into effect from I -4-1954. They made no rcfesincc ru the dcpostt of 
security ahrch was m e  of the terms mcnrlimed by ihc Srartcm D~rcctor. T h e  
Stetion D m m  reported this to D~rcctor Gcncral, All Inlila Radro in his 
imer No. VM-4, datcd 23rd Match 1954 The himistry of L a w  were cm-  suit* by the Dlreaor Gmerd, All Indm Kadto reprdlng thcsc dmclopmmts 
and m their note dated 353-1954 thcy adwed t b t  i t  should bc as~atnlncd 
w h n b a  Smt. had say objection :o the cxecut ion of rhc agrcrcmmt 
and the Registrar, Joint Stock Companies uskd ~hcrhcr rhc C u ~ p r o r ~ o a  
was a mglstcrcd body and who were its dircczurs. The clarificuttc~a ond 
cmfinnatim required were obtained by the Stallon Direc~ur m the counc d 
A w l  end h)., 1954. 



immediately to Kubere Printers. The termination of the contract with 
Allied Advertislag Corporation wes not effected simultaneowly aad Cork- 
tinued till the md of the financial year. 

The final decision to award the agency to Allied Advertising Agmq 
was taken by Shri , Deputy Secretary, Ministry of Informa- 
tion and Broadcasting, on 2nd Dcccmbcr, 1953. 

The Ministry of Information and Broadcasting mvltcs attention to the 
following aspects for the considcratim of thc Public Accounts G~mmittee :- 

(a) 'rcmdcrs wcle mvitcd at thc lnrtancc of audit a d  Shn.  *s 
agrccmcnt which was still running was tcmmatcd by grving 3 
months' notlcc 

(6 )  Although ' s  tcnjcr was rccornmm;icd by tnc Stat~on Dlr- 
ccror hc h e r  aiqu~csccd In thr w l e ~ ~ i u n  of Allled Advertismg 
Corporation ~n vlc\v of S h r ~  ' Icttcr from which 
he fclt that the minimum guarantee might not bt fulfilld In that 
ycu  



hquiries made h m  the Registrar of Companies regarding the assets 
of the firm showed that the firm had not even furnished the first Annual 
Returns and Balance Sheet and no information about the value of the paid 
up shares of the firm was available. 

Meanwhile, the Official Assignee issued a notice on ~ 3 r d  January 1958 
to the creditors of Shri and Smt. with the object of declaring a 
dividend. q * * 

Meanwhile, the whereabouts of Shri , the third Director 
of the Corporation, and the extent of his assets a n n o t  be ascertained. 

The matter is being further pursued in consultation with the Ministry 
of Law. 

St* token to realire from .M,'s. Republic Prcu th t  cost of p a p  found s h r r  on 
stock vm~caria in  March 1955, in canccrlon aid rhc prlntrng oj  ''VanolC' 

On the 5th November 1955, the Republic Press, Madns, the then 
printers of '  Vanoli ' informed the Station Director A. I.R.. hladns that their 
premises were d e d  under orders of the Gwrt as n result of a suit f ~ k d  on 
them by one Sait.. . . . who obtained a decree agarnst them and on order for 

mvetnmcnt getting the premises sealed. The Press alw inforrncd that thc C' 
paper which was supplied to them for printing thc journal ln a~cordancc wi th  
the terms of the contract along with blocks. manuscript\, proofs, ctc for the 
printing o f '  Vanoli ' issue dated the 7th Xovcmber, 1 f i 5  were tmiJ:. the 
sealed premises. 

2. The total amount due to Gavernmcnt from .!13s. Rcpubl~c Prcs 
amounted to Rs. 9.m '5 I-. This includn a sum of It\. 64 19 ' -  ' y  r c p r n n t -  
ing cost of Government paper found short a$ a result of sttrk vwificarim 
in March, 1955. In addition paper worth Rs. 1.123 6 was used by thc 
Press, for pan printing of the issuc of thc journal ddtcd the 7th Novcmbcr, 
1955, which was not made available to Government ; ~ r  the prcmiucs of rhr 
press were sealed. 

3.  The entire amounr of Rs 9,908 51'- due ro Govcrnrncnt, which 
includs the cost of p a p  waq adjwrcd agamst rhc amount of Its 13.~22 1 2 , -  
which was due. to the Prcss rm nccrrun\. of prinr ing c\largc\ of  ihc purnal. 
The balance of Rs. 3,814 '7'- was, on rhc a.lv~cc of thc Mtnlstry or I a w ,  
paid to the Indian Sank Ltd., Madras who had thc powcr ~f arrorncy. 
Thus the entire mount due from rhc Press was rcal~scd. 



APPENDH XII 

Nore from the Minisrry of Imgation and Pmet  pursuant to action taken 
on para 16(J) of rhe 7 th  Reprc rcgardmg non-arrirol of equipment 
widn rhe Cofumbo Plan. 
( a )  WHETHER NOS-ARRIVAL OF THE EQUIPMEST RETARDED THE PL.AN'NEZ) 

PRCK;K.MMES IN ANY N'AY AXD \I'HETHER ANY OVER-HW 
CHARG1:J: WERE IXCL'RREI) IN IXDIA IN THE EXPEC.TATIOS THAT THE 
EQUIPhEXT H'OI'LL) ARHIVE. 



rectivtd under the T.CA. Programme by reappropriation from the savings 
likely to be realised in the same grant (No. 1 2 I ). Accordingly the provision 
made under Demaad No. 130 was surrendered by this Ministry. 

Equipment worth Rs. 1,5 I ,oo,ooo under the T.C.A. Programme and 
Rs. 23,80,000 under the Colombo Plan was, however, actually received during 
the year 1953-54 and the mounts  were adjusted in the accounts of the year. 

No project authorities have reported that work was hampered by reason 
of the non-arrival of machinery and equipment. The progress of work 
might, however, have been accelerated by the timely arrival of the equipment. 
The material and equipment cmtinued to arrive during the succeeding 
Y-, 

No overhead charges were incurred at the ports in the cxpeaation that 
the equipment would arrive, as the D.G.S. 8r D. was responsible for handling 
receipt and distributior of the equipment as a normal agtncy of the Govcm- 
ment of India. 

(b )  ON WHAT DATES T H E  EQUIPMENT WERE EXPECTED TO BE RECEIVED AND 
WERE ACTUALLY RECEIVED ? IN WHICH YEARS ACCOI'HTS THBIE 
H A V E  BEEN SHOWN ? 

In regard to the equipment under the T.C.hl IJrogamrnc, f o m l  
operational agreements are signed by the Government of India with T.C.M. 
authorities. Under each operational agreement, s e w a t e  dc~uments known 
as Project Implementation Orders are subsequently signcci by the Govcm- 
men1 of India for placing ordm for i t em of equipment covcrcd by the 
operatid agmm?ent. The P.I.O. mnlrporatw the l~st of cqwpment 
n e e d ,  thew sjxmhcation.. and technid  details, the prcmtrcment agency, 
cantracting and delivery dates ctc. .4 statcmcnt showmg the various daw% 
on which the equipment n x n t  for the HimkuJ, Ghatnprabha, C;itngapur, 
Mabi and Kakrapar Projcas was scheduled to be delivercci, and the aczul 
dates on which it was received, is attached* It will be \ten that most of 
the quiprr e l t  was received durmg the year 1953-54 

In the case of a d  under Chlomba Plan prtxrurcmcnr action 1s taken by 
the donor country who only supply the equipment. 'I'hcrc ~, therefore, no 
p b - 4  programme for the supply of the wwious Itcmc. A list of the cquip- 
u k l t  and the dates of shipment in so far a9 the Tungabhdra Prnjcct is 
coaccmed is artachd'. A similar Itst in rcgaru to the KamcljiunJan~ Pro- 
ject incmp3rating the infonrmtion available is also encluxd* 

The adjustment carried out during 1953-54 and the succxcdmg yran in 
rcsm of rhc coot of mafaial mid equipment both under the T.C A Pro- 
gramme and the Colombo Plan are pven below : 



APPENDIX Ill 

Nore from the Mfni~try of Law pursuant ro acriun lo)(cn a paras 763 a ~ d  
265 of the 7 th  Report regarding safeguarding clauses in Conrracrs 4nd 
confticring legal opinions. 

In paragraph 263 of their Seventh R e p n ,  the Public Accounts Com- 
mittee 1957-58 have desired the Miniltry of Law to look into the American 
leg~slation and examine the feasibility of enacting simdar legislation to safe- 
guard the interests of the Exchequer. The Ministry is further asked to 
furnish a dcteilcd note regarcling the scope of revisitm of the contract f o m  
with a view to safeguarding the interests of Go\~mment and to mablc Govern- 
ment to reopen past contracts where unconscionable payments had been 
made. 

a. In pursuance of paragraph a65 of the said Repon, the himistry of 
h w  has to submit a detailed note regardmg: 

(17 steps to bc tnkcn to avoid conflicting legal opinions and strength 
cning of the organization grving l c p l  a d v i ~ ~  for avoiding 
delay; and 

',ti) the s c v p  of rcv~sion of contract frmm with s view to s a f egua rbg  
!he intcrcsts of Govcrnmcnt and ro enable the Gu\cmmcnt 
to re-open past contracts when unconscivnablc payncnts had 
been made. 

3. This note, prepred in nccurliarl~v with y p r a p h ~  163 and a65 
of the sai~l Kcport i< in f t u  P a n s  Part I deals with stem to be taken to 
avoid confliamg Icgd opinions; Pan I1 deals with strengthening of the 
urgimlriatior~ giving l c p l  acivicc for avo~dtng delay; Part 111 deal: with an 
exasrunation of thc :berican leg14nrion on the subjcct of safcguardng c l a w s  
in GovL-nmcnt contraas; Pan IV deals with the feas~billty of enacting 
Icpslation smlnr  to ,4mcrim legislation and thc scope of tcvrsion of con- 
tracts O m s  with a vtcw to dcguardmg the mtercsts of Govemxxtcnt and to 
enable the G o ~ ~ n u n m t  to reopen part when unConSci~~~ablc 
payments had kscn ma& 

PART I 

4. I t  my he stated st thc outset that a s s  of wnflict of 1qp.I opinions 
are am. 'Ihousnndq of rcfcrcnm nrc dispused nf by cr number of uf6ccra 
in the ,!linistry of L a w  cw.tr?; year hut wry  fcu. w c s  hwc  CUZ~C to nOtic'~ in 
which nmflining opinions have hectl qmssd. 



in the Ministry. In fact a conflict of opinions may sometimes be welcome 
in difficult ass for bringing into relief the difIiculties and complexities in- 
volved so that they may be anticipated and resolved. 

6. It is indeed not possible to ensure that the opinions expressed by 
the numerous law officers in the Ministry of varying seniority and expericna 
would never be conflicting. 

7. Difficult and complicated cases are almost invariably marked by an 
o a x r  to a senior officer, who in turn. submits them, whcrever necessary, 
to the hii~ister. .4t t u n s  the acfcicc of the Attorney-General, the Sdicitcu- 
Genela1 or the Additional Solicitor-General also is obtained. It is possible 
that the fhal advice given in such a matter is different from the advicc given 
by the ofBcer dealing with the matter initially. Such ciiffe~mce of opinion, it is 
submitted, is hewtable. 

8. It is also powble that in a few cascs a difference of opinion may arise 
at xuious stages of the a s c  as a rc It of discovery of ncw facts which were 
nQt brought to the notice of the o cer dealing with the w e  at the initid 
stage. 

i!E 
9. Wha:ever the causes for such cxcdsional COT flicts of opinion ins- 

tructions are being issued to all i~ficcrs, that 
(r] opinion should not be given on an. refe:e;lce unless thcy arc ratisfi- 

e J  that all tllc materials relevant to thc refercncc arc furilished 
to them ; 

( t i )  opinions, glvcn in cares ~?volvlng heasy rtakcs. Imprtant p i n t s  
of law, compl~cateii fdcts or matters of ,,41cy \hould tx invxubly 
submitted to an officer of the status o k J U L I ~  SCT:C:J~~, who m y ,  
if necessary. submit I: to Secretary fL)r ht\ coilsiilcrdtion, a d  

(ii:] greater attention should be given ti)  quality of work rather chon to 
its quantity. 

10. Further where there arc two confl~cting lcgd opinions even in a 
particular case by the L a w  0ffi~~r-s of Government, the cafe is referred to 
a higher authority or to the Adciitional Soiicltix-Gcneml, rhc Solicltur- 
General or the Anomcy-Gmeral bcforc a final decision is takm. In thrv 
annealor? attention is invitcd to para w of the Sinneenth Rcport of the 
Public Accounts Clumrnittrx, 1955-56 and thc remarks of rhc Miniutry trf 
Law agaiwt item S o .  37 /para. 9~ 98 (XIX>l on pap 65 of the Sucth Hcpn 
of the Publ~c Accounts Gmm~nce, 1g~7-~8-\.'olume 11. 

r 1. The offiar-strength of the Ministry has also becn strcngthcned after 
reviewing the work-load of the .Uinktry as set out in Pan 11. 

r t .  It is subanincrt that cnvcs of delay in giving lepal advice arc not 
many. BY and iargc, tefmnas d e  to the hZulhtry are dia 
iy but u tmm cauin dmnccs arc held u tu their cult Mri compk- f PLL Of Prow- 
Lmad zaarurc, due to prcurure of othn wdr , due to abmcc nf rum dm ' 
&beran favc or on ckpr;ruiwt or due to went of suffiueat ntoraial. 



13. The work-load of the Minmry hm been reviewed and n was um- 
sidered that the problem of giving rehef arose principauy in the caw of ofIictrs 
m the units cealing with conveyancing and w t h  advice to the 
Ministry of Works, Housing and Supply, particularly the Directorate 
General of Supplies and Diqwsak, and the Ministry of Food and Agriculture 
Accordingly, the mnvc)'ancing unit, which originally m i s t e d  of the Govern- 
ment ,%licitor and two Asistant Legal Advisers, has been strergthcncd by 
the upgrading of one post of Avistant Legal Adviser to tha* of Deputy Legal 
Adviser. The unit advising the Ministry of Works, Housing and Supply 
and thc Ministry of Food and Agriculture originally consisted of one Tkguty 
Legal Adviscr and two Assil tant Legal Advisers functioning under the g e n d  
supervision and ~uidancc nf a Joint Secretary who, in add~tinn, was in charge 
of the advice work pertaining to other Min iq t r i~  also. It has been decidd 
to strengthen and rclork~nisc the unit hy placing a Special Solicitor, with a 
rank of a Joint Secretary, ar the head of the unit and hy upgrading the p s t  
of onc Assistant I.cpl A iviscr to that of a Dcput-y lxpal Adviser. The unit 
will now ccmist of four cdficcrs-Special Solicitor, two Deputy Legal Ad- 
viwrs mutcf one .hi.;tant lxgd Adviser. 

14. It is considered that these aJcfitinns to thc o&cer-strength of the 
Mlnivr). tvould be a icqilnrc tcl ~ c t  its n n m l  rcquirments but the PI- 
tion will tx rcvicwcd from tirnc to time after watching the work-load of the 
.Ilktist ry , 

15 .  h r r t p s a l  to set up a Rcscarch !+kction is also unJer consideration. 
The Section will a&-t the oHiccrs m tracing case law $1) that the time now 
taken by thc nfficers in hunting out the C~;LSC law woulJ be sah~d and the 06- 
Ccrs would be able to devote morc tirnc for the refcrcnm. 

PART 111 

16. The Amcrican laws have to be examined principally with rtfttcnce 
to two points, nomcly, the pr~wcr of the camptroller G c n d  to aamine 
the m r d s  of the contractors and the pcrwcr of Government for rmqotia- 
tion of cxecutcd Govmmcnf contnos. 

17. In regard to the fim p i n t ,  smion 304 of the Federal Pmpcrty 
and Adminutntivc Srrviccs A a  of 1949 Public I n w  r of 8xst Cnngr\ess, 
la ,c;CZ~ion) mind sntiim 4 of the Arm& Scninzi Froeurcmcnt Act of 19.47 
(Public Imw 413 of the 80th O m p m ,  2nd Session) have b c a  ammavncnded 
by Public I s w  y! of the Kznd G ~ ~ ,  First Session, by insenitlg a 
provision aa follow :- 



Tbs Federal Property and Administrative Services Act of r ~ g  Public 
Law 152 of 81st Congress, 1st Session) makes detailed provisions for the 
ptocunment, utilisation and disposal of Governmtnt propetty. Title III 
of the Act prescribes the procurement procedure and regulates the methods 
of purchases and contram for supplies or service made by Government. 
The normal procedure is that all such purchases and contracts shall be 
made by advertising but the Act pennits purchases and contracts by nego- 
tiation without advertising in certain specified circumstances. The ncgo- 
tiated contracts may be of any type except the cost-plus-a-percentagcof- 
cost form of contracts. The provision quoted above which enables the 
Camptroller Genval to uramine the records of the contractor relates only 
to negotiated contracts and not also to contracts made after edvertisement. 
The Act, however, does not state the action to be taken by the Comptroller 
Gmud a€ur examination of the records of the contractor or by the Govern- 
ment on receipt of the rtpon of the Comptroller General. Presumably, 
further action is to be taken unda the Renegotiated Acts in the case of 
convacts to which those Acts apply. In other cases possibly further 
acdon is taken administratively. 

18. The provisions of the Armed Services Procurement Act of 1947 
(Public Law 4x3 of the 80th Congress, 2nd Session) are almost the same 
a9 the provisions for pwremen t  procedure described in the Federal 
Propem and Administrative Semites Act of 1949. 

19. As regards the second point, three laws have becn made in the 
United States of America for renegotiation of the terms of aecutcd con- 
tracts. 

m. It wes during the Second World War thar the United State 
of America legislated on the subpa for the first tune fo3 Of of the Sixth Supplemental Natlonal Def' Appropriatmn .4ct o 1952 
(Public Law 528 of the 77th Congress, 2nd .Sewion) authonsed and drm- 
tcd the S c n m q  of each Department to  ins^ m every contract a prow- 
sim under which the contractor agreed to the clrminatlon of profits 
thmugh rrmcgotiation and also agreed to insen a slmilat c l a w  m each 
of his subtr8cr .s .  The Act also provdd that even d such a provirioa 
was aot orprrs~ly made in the conrracw, at dull be dcancd to h v c  b a a  
made. The insenion of such a provision was, howcva, oblqpxn only 

Deputmnn of the Army, the Kavy Dqarmat, the Treasury 
a in rtsptct of contracts by wmc, and not all, -ts, nam y the 

meat, the Maritime Gmmisioo, the War Shipping A.(lm, kRi 
Supplkrs Corposacicm and Rubber R c s w e  Campy.  Thc inwmon of 
tbc provisiao war Pfso rcguicted only to muaar bvot 
amount of more than one talih dollam. The Act 
rion d only thmc amvaas whereunder the amounts fixnved or accrued 
araadcd fin LJth doilan; in any fiscal y a u  ending nftcr the 30th Juac, 
1943, md pafanaraoc of which wm PllocsMe to o &re plior to the 3rot 
h x m k ,  1 9 4  or tbc date prociauncd by the Prraidcnt as the date of 
W C X I  Of haniliLb thC Sdcond wdd WU, La., rhc 31Sl 
D#aabcr, rp14 .  Thc ~bavc analysis of the Act show that the Act vpra 
r camgarcy mmam, limited ia duroeian Pnd ratricvd d y  ta big 
- ~ v c r y ~ s 1 1 1 1 1 1 1 .  



fence Appropriation A n  of 1948 (Public Law 547 of the 80th Gmgm6, 
2nd Session). This Act applied only to airplane conuacta. It provided 
for the insution of a Renegotiation Article in every coumct in excess 
of one thousand dollars and empowered the Secretary of Ddcmx to re- 
negotiate the contracts for the purpose of eliminating excessive profits. 
In the absence of an agreement, the Secretary was empowered to issuc an 
order determining the amount of cxcessivc profits and eliminate them. 
The provision was, however, applicable only to those contractors who 
rmived, u n d a  all their contracts, at least one iakh dollars during any 
fiscal year. 

22. During the Korean War, the United States of America found 
the necessity of mnking a fresh law, known a! the Rencgcdation Act of 
1951 (Public Law 9 of the 82nd C ~ n p r o ; ~ ,  In Session). The Act pro- 
\ldcd for the eliminatjon of cxccssive profits from the contracts made with 
the Government in execution of the national defence programme. Thc 
provision for renqotiation applied to contrans made by the Department 
of Dcfcnm, the Department of the .4rm~, the Department of the Navy, 
the Dcpament  of the Alr Force, the Department of Commerce, the 
General Servrcn Administration, the Atomic Energy Commission, the 
Recnnstrucrion Finance Corporation, the Canal Zone Government, the 
Panama ('ma1 Company, the Housing and Homc I h m c c  Agency, and 
such other C;ovcmrnent apencia having a direct and immediate con- 
nection with the national defcncc as thc President m a y  designate. The 
operation of the provision was rmtriaed to receipts or accnrals attributed 
to paformancc of contracts on or afra 1st July, 1950, but on or More 
31st Dcctmher, 1 9 ~ 3  The pcrlihf of opcntion wa5, howcva, continued 
from time to time and, 3s far as asccnainable, the present p i t i o n  is that 
the provisions of the Act apply to receipts and aaTUiils which art dctcr- 
mined to bc rcasonithly attrihutablc to pcrfnnnancc prior to the 31s De- 
m b e r ,  rggH (aidc the Rcncgotiatlon Amcndmmts Act of 1956-Public 
I a w  870 of 1956) 'T3e sci~pe of the A c t  was mended to mntracxs ~ n h  
thc .+iaritimc Acfministnt~on rind rhc Federal hiaritime Board but con- 
t ram with the 1)cpclnment of Comrnercc, the Rmnstruction Finana 
Chrporatian, the Canal Zone Government, the Panama Canal Gmpany, 
thc tiousinp and H ~ m c  Finance .4gcncy wrc cvcluded from its scope. 
I t  will tw wen that this Act a l u  is of tcmprar). duration, applicable only 
to contracts r c h t i n ~  to thc drfcncc pvrt lmmc.  It is, howeva, silpllfiavrt 
to m t c  that although ~nludly t h ~ s  Act was an emcr2a;encq' mcpsurc its opcrp- 
tion ha9 hccn cr-rntinucd in pace time also. 

PART It' 



rcprcsmtative. has statutory access to and the right to examine any directly 
pertinent m r d s  of the contractor and his sub-contractors. A provision 
of this nature does not appear to be constitutionally possible in this country. 
In the first place, the duties and powers of the Comvtroller and Auditor- 
General are as specified in article 149 of the C&n.ititution under which 
he is to perform duties and exercise powers "in relation to the accounts 
of the Union and of the States and of any other authority or bodv as may 
be prescribed by or under any law made by Parliament" and his duties 
and powers, until such law is made, are to be the same as those of the 
Auditor General of India immediately before the commencement of the 
Constitution. It is relevant to note that Parliament is competent to pres- 
cribe by law the duties and powers of the Comptmller and Auditor- 
General in relation to, apart from the accounts of the Union and of the 
States, the accounts of "any other authority or hodv" as may be  pres- 
cribed by that law. A private contractor who cnters into contract with 
Government can under no circumstances be included in the expression 
"any other authority or body", and, in view of the limitation placed on 
the legislative powers of Parliament, a law cannot be enacted to enable 
the Comptroller and Auditor-Ckneral to have access to and examine the 
records of such an inditldual. In the second place, the power tn  compel 
production of accounts and esamine accounts relating ro business is a 
serious encroachment on the liberty of a citizen and is likelv to bc FUCCCFI- 
fully challenged as an unreasonable restriction on the fundamental right 
under article ~g(r)(g) to on business. It drrs not. thcrcforc, appear 
feasible to confer on the Comptroller and Auditor-General, bv law or 
otherwise, the pourer to examine the accounts of a private contractor. 

25. It might, however, be possible, if considered necessary, to confer 
on Government itself, i& a p m  to the contract. the pcwer to examine 
the accounts of the contractor. It may he mcntioned in this connetrion 
that the U. S. Rencporiation .Act of 1948 exrrssly confers cluch power on 
the Sccretarq' of Defence and the Rcnqo*iation :2ct of 1951 neccsssvily 
implies such a power in the Renqotiation R ~ u d .  

26. Another feature of the .4mcrican lezishti m i~ provismn f,,r reneqa- 
tiation of terms of executed contracts. The question whc:h:r like pro- 
vision cannot be effectively maJc m thc contract itsrlf hot h-cn c o ? ~ ~ I e r c d  
and it is felt that, if at all ~t is necc\$ary and adnsabk to take th: p 1w:r of 
renegotiation, this should be done by lcgi4ation rather thai bv c )?tract. 
The scheme for renegotiatim has to be worked up in a numbrr of dctoilm, 
e.g., th: t v p s  of contracts to whch the scheme would applv, dcfrnirinn of 
excessive profit% tests for detcrmlndtion of C X C ~ ~ S ~ V C  profit9, a p i n t m m t  
of an authority to d e t m i n :  exccssivt prdits, proccdurc to hc ? crllnwcd by 
such authority, appeals agamt decisions of such authority nc. Such pro- 
vhisarr should appropeately be made by lcgislat~on and not by cantmrt. 
A p n  from that, renegotiation will have to be made not only with the con- 
vgcror but a h  with hir sub-contrac~otx. It is only by legidation that 
rencgotiadon with sub-contractan wauld be pozt~iblc. A lcpislation in thia 
direction may, howcvcr, be open to coiustitutimal cha~.cnge on the ground 
that it impose un-bk rcnrictiona on a c i t i 7 ~ n ' ~  fundamcnral right to 
carry an business but it may k posslkle Co rncct the challenge and, if the 
mrgniruQ d thc pblcrn so r. ?uircs, a risk my b v c  to bc taka. 





30. It may also be mentioned that the conveyancing unit of the Minisvy 
of Law constantly examines the various clauses of the contract forms and 
revises them whenever necessary. It is respectfully submitted that the. 
forms of contract. as so revised. adequately safeguard the interests of Go- 
vcrnmen t. 

NEN' DELHI; N. N. Lokur. 
30th Decnnber, 1958. 

Joirlf S c c r t v ~  & Legal .4dciscr ro rhc Gmv. of I d a . .  



APPENDIX XIV 

Note from the Ministry of W. H .  & S.  pursuant ro action taken on p a .  128 
oj  the 16th Rcpurt ( 1 s t  I J O ~  Sabha) regarding safeguarding clause in cum- 

tracts 

The Public Accounts Committee in their meetings held on the 3rd, 
4th and 5th Januaq, 1958 desired that this Ministry should review the 
Standard Contract forms In use in thc Supply Department and Central 
Public Works Depanment because thcy were not happy that the penalty 
clause and the arbitration clause were effective for the purpose intended 
A note regarding the Standard Contract forms in use in the Supply Depart- 
ment has already been submitted to the Public Accmunts Committee. The 
Ministry's reply regarding the Standard Contract forms in use in the Ccn- 
tral Public Works Dcpanmcnt is as follows :- 

( I )  Penalty Claw~-Thc relevant clause run\ m under : 
"The trme allowed for m r q ~ n g ' o u t  the work5 as entered in the 

tender shall be strictly obscned by the contractor and shall 
be reckoned from the tenth day after the dare on which the 
ordcr to commenm work 1s given to the contractor. The 
work shall throughout the stipulated penod of the contract 
be proceeded wrth all due dllipcncc {time being detmed to 
be of thc essence of the contract on thc pan of the contractor) 
and thc contrxtor shall pay as compensation an m o u n t  qua1 
to one per cent, or such smallcr amount a\ the Superintending 
ISngneer (%how Jecis~on in w n t q  shall be final) may decide, 
on the amount of the estimated cost of the whole work as 
shown h! ths tender for everyday that the work remams un- 
commcnccd, o r  unfin~shcd, after the proper dates. And fur- 
ther, to msurc p o d  progresq dur~ng the execution of the work, 
the Lontrrtctor shall be bound. m all cases In which the time 
all(n~eJ for any work cxcccd.s one month, to complete o n e  
fourth of the uholc of the uork before one-fourth of the whok 
tune allowed under thc contract ha.. elapsed, one half of the 
work, kfore  one half of such tune has elapsed, and t h t a t  
fourths of the work, before thrcc-fourth of such time has c l a p  
red. In the event of the contractor failing to cmmply with 
t h s  condition he shall be liable to pay as compcnsation m 
m o u n t  equal to one pcr c a t ,  or such smaller amount as tbc 
Supcnntendlng Engineer (whose decision In ~mtlng shall bt 
find) may decide on the .said cstimatcd cmt of the whole work 
for everyday that the due quantity of work remuins in- 
pletc : Provided always that the entlre amount of cornpasmion 
to bt paid under the pmvlsians of this d a w  shall not a d  
ten pcr cent., on the estunatcd ccxt of the work as shown in 
the tender." 

Thc clause an be broadly sub-divided into followi~g parts- 
( I )  date of the cmmcncemurnt of the work, 



(ii) progress of the work as also compensation leviable for delayed 
execution, 

(111) decision of Superintending Engineer to bc final regarding 
quantum of compensation for delay. 

There is no ambiguity about condition (i) v i r . ,  dnte of start of the work, 
As regards ( i i ) .  the position is that the contractors render themsclves liable 
to pay liquidated damages upto I " ,  of the estim:ltcd cost pcr d:ly suhicct 
to masimum of IO",. According to Section 74 of the Chntrnct Act where a 
contract has been broken if a sum is mmcd in the inntract 3.; thc am xlnt  
to be paid in the case o f  the breach or  i t '  the contract conr~iinc ilny tjthcr 5 t i -  
pulation by way of penalty thc px ry  compl~inin!: ~ l f  rhc h r c . i~h  is cnrirlc,!, 
whether or not sctual lass or d~rn'igc h ~ s  hccn prnvcJ to h ~ v c  h::n ~ j u < : . 1  
thereby, to receive from thc party who has h n ~ k c n  the c,mtrncr, r t ~ ~ o n s h l c  
compensation not exseeding the sum so namcci. 'I'hcrcforc rhc c'siuting 
clause serves as u dctcrrent to prevent iiela!-s in supply. T!lcrc is no v q u c -  
ness i n  the agreement snd as s u ~ h  i t  docs not nccd a ch:ings. 

As regards ;ill') the position is t h ~ t  (J) thc SupcrintcnJing En,:inccr 
is empowercd to d s5 .k  thc rcdu~t ion  in th:: r,l:c. of c,mp:n5itit>:1 tx! ) w  . . 
2% of the estimated cost per Jay's cicl,iy :inif hi.; d;.::.;i;,:l 111 rrl:\ !>:!I I ! ; '  1, 

final and that ( b )  the cantractor c m  seck fL>: ,lrl>i:r.l!ii~n on rh? / ~ 1 k : : : i  1h1:n:~;s 
or otherwise of the let?. of p=nllt!.. &:en:!\.. .\:<,13!1i;lnt (i:a.*r.:!. . . (::.l:r.il 
Revenues raised a question that thxi .  .;houlA n.lt b: ; iv  , AJ::I ):.:;I:.; -,mc 
determining thc reduction in :!I? rate of c~)m?::~s.i:i ):I . I!I .~ '):!~:r f ) r  
deciding the jusiifiah1:ness or , ) t i l : r i ~ i r ~  of :!I: !c.;!. ,\!' p:n ~ i t v .  'X: - ) -  .t':r-,. ,&. i  
the p a p m  til the .!linistr!. of L3w and L!I: m ! : t ~  !I 1s : ~ : n  :!I I -  r:~:h:y C Y I -  
mined at Law Aiinistcr's !eve1 \$.hit o ~ i n e J  [hat !I \\.,I\ nh)r nccesi.iry I,.) m ~ k c  
any amendments to the abovc ~ l a u s c  ( t i  rh: :ii.rcem:.nr. 



the matters in dispute or difference. The award of the ar- 
bitrator so appointed shall be final, conclusive and binding 
on all panics to this contract." 

-4s would be seen from the above clause the disputes are referable 
to the sole arbitration of Chicf EngineeriAdditional Chief Engineer, Central 
Public Works Dcpartmcn t. We have rcccntly obtaincd the consideed 
opinion 01- the lcarncd Attcrncp Gcncral. Hc has hclci that the stroke bet- 
ween thc words LLCh~ef  Engineer" and "Additional C h ~ e f  Engineer" makes 
thc clause vuguc and doe< not convey the scnw as tc~ who is to a a  as the arbit- 
r&or and hcnu: thc rcfcrcncc 10 the scdc arb~tratlon of one of the two desig- 
natccl officer\ \vould Ix. vold on the ground of unccrtalcty. "Rcviseci arbit- 
ration clauw" as pcr copy attachcd has bctn accordingly inserted in the 
iigrcemcn t . 

pu!cs n-I.IIIC g to t l  L n~c.u-:r>.g (,! t 1 1 ~  \p~.tic.i~~tlr:\ ,  d a i p ~ \ ,  Jra\v111p and 
1c\:r14it!clr\ I ~ L  x i r i k ~ c r c  n~ct :icmr,! ~ L L  .I\ 1,) rht y:,~l.:y t v tvkmush~p  
o r  nlatcr1.11. ~ : s c J  OL ihc \\ ork O I  .L\ 1 0  JI J ofhcr q : i i \ t ~ c ~ .  ~:.ilm. rqhr. mirrer 
or thirig hdt\tc\c.r. 111 any ~ . 1 y  ar i , ln$ ocl t  of or n.l.i:tng tc) ths c(tncnct, 
ds\lgn'i. ~ ~ . L \ \ I I I ~ .  \~~iitlC.ttlon\. ~'4t:II?Xcs. IrlStruC'tl\)nS. O T L . L : ~  or t h ~ w  
conc;ltlcmh o r  othcru.sc tonix-w.lr;g ihc \ \ t v k , \ .  or the cXcc'ufl\bn or falure 
to chrci.tc the ~ l m c  ti hcthr-r d r  I W I ~  durlllg 1 hc rrogrcs\ c d  ttic work or  
:if~cr thc cornpl~.ticm or :~tnliJ( r.1n1.1:~ thcrc{~i' shdll \K' rr't;'mJ to tht: ~rllc: 
urbllr.111t~rl i r l  r hr p x v b r l  di'pwlcc! 13)' thc .'\JLilli(~*:.il (:h4cf' flr g~ncx-r. Gntrdl 
I't,hl~c U ' t ~ r b  lkp r rmcn! ,  l l ~ i t l . l ! p '  ( h i  rhs !v,rL ar rhc tmw , r i  . i r ~ p ~ t r  or 
11 ~ h c n .  t.-c no Alii~rlc~r.i~il (:hrcf hnpr  ~.cr .  thc a~ .nun  ,arm lvc hcd of i he ~ a l d  
Ccm~rill Publ~c \t'ork\ l>cjr tnn~tnt  at rhc tlmc <ti such .~ppcmtntmt. It 
v 111 \x' nth c I.~~*ct~or\ 10 an! \LI& app)olntmcnt th.~f thc iuh~:rat~ I. s o  a p p m t c J  
15 :I C;ovc-rnn~snt scr\nnt, th.11 hc hdcl to dcal wuh thc mattcm to w h ~ &  tk 
amtrarVt xldrcs a i d  th*~t In the C O L I ~ C  01' tus d u ~ ~ a  & G~~vcrnmcnr  xlrb-~nt 
hc had cy~rescc i  v~ctvs or1 id1 or my of'thc rnrrrrn m dis~utc  or dtffr.runcc. 
'I'hc nrbttratc>r to whom rhs mnartcr IS ur~gltlally rcfcrred txmp tr.msfc.;rcj. 
o r  \+iifittlf;p 111s offie or h n g  unablc to ULY for m y  wason, much .+Lid~rwna,l 
Chrcf hg1ncr.r 111 ujrmnl~rrirrlvc h a d  us atbwud iit thc tun: of such t m r -  
fcr, i-iiarron of otficx. or rnubihty to o f f ,  shall e p p i o t  another pcrsan to BQ 
 la arbitrator in emixcilmct- w ~ t h  thc ~erms of rhc cxmtrrlc't. Such penon 
ahail bc cnr~tlcd tu prucz~d with the rcfcrcna from the uqc at whsh it 
u.aslcft by hk prch-~r. I: lsillso a t e r m o f t h ~ s  amwt that nopcisua 
0 t h  than a pcmm appintcd by such Additionel Chef E q m c e r  at &om- 



208 
trative head of the Central Public Works Department IS aforesaid should 
act as arbitrator and, if for any reason, that is not possible, the matter is not 
to be r e f a  to abiuation at all. A 

Subject as aforesaid the provisions of the Arbitration Act,Vrg40, or 
my statutory !no-ditication or re-enactment thereof and the rules made there- 
under and for the time being in force shell apply to the arbitration prooeed- 
bgs under this &we. 



APPENDIX XV 

Note from the Ministty of W .  H .  & S. pursuant to ac~ton taken on para 253 
of the 7 th  Report regarding loss on a contract 

At thcir sitting held on 3rd to 8th January, 1958, the Public Accounts 
Committee desired to be furnished with further information on the 
following two puirts arising out of the discussions on the above pan :- 

(I> The  rcmedial m u r e  takm p p n s t  loaes of thc type mentioned 
in this Audit para, 

(111 Whether in terms of their recornrncnciations in para 54 of their 
2;rd R c p r r ,  thc faas  of the case had bcen intimated t o  the 
prcscnt emyklyer c:f rhc ,%wi~tant conccrncd. 

conlract. Cnfi~rtunatcly. dc?;pitr. ctLlrts of the <'xmfrsl I ' u r cha  Orgmiu- 
tion, thc firm fililcd to furnish the sccur'ry dt.r(oit within thc Juc date as 
stipularcd in thc :IT appiucr:riy lsmusc they wcrs by thm in sr*rious finan- 
cial difiicultia though n o  prior irfi~rmation cr  cviJcnze of thc firm k i n g  
in such difticulrics was .;a\.il;lblc with thc c~nrrid IZurihltsc Orpnisatiiw, 
who in au.arding this contract to thc firm had takw ink\ acwunt their saris- 
fiictory p s t  pcrformancr. .\lcanwhilc, rhc firm diJ t t n ~ k r  s t ~ m s  fhr in- 
spcction which on dctailc~l inspection had to tn. flir.asJ a., not complying 
with the spccificatiuns and prutiixlars w stipulate\! in the cwntrac't. It  
hns also ti1 bc admitted that thc G.ntmI Purchat. Urginisuti(m tiilcLl to 
act as cxpcditiousiy as p~ssible w d e r  the c i r ~ u ~ t n n i r s  that a n w  in ths 
cusc to  obtain thc sccurity deposit from the firm w t i l  thc tcrminotioo of thc 
contract with them to thc cxtcnt that as soon it$ it ~ 7 1 s  eFpuent that rhc 
firm hsd Jefuultsd on this condition, aclicm could have btxn taken carlpcr 
to ancxl  the ccmract and m a n g e  r c ~ u r c h w .  It i?, however, s t u d  that 
when on 25-2-5.1, it c m c  to thcir notia. that chc chcqucs furnished by t b  
firm fbr thc amount of security d e ~ c s i r  had been dishonourcd they i m d i a -  
tcly sdviscd thc Accvlunts Ofkt on 262-1954 to \vithhold ~\u)ment to th.  
firm to the cxtcnt of Rr. S . I ~ , ' - .  If they cxtcndcd thc time fcrr fmishing 
the deposit this was ~ L % U S C  they had a*umed that the firm wrc in u p i -  
tion t o  complctc supplies on the basis of the stccks available with them whjch, 
an stared ctulier, ultimately uwld not be acocptcd, king of inferior quality. 
It is also t o  be admitted that having m ~ x A i c J  rhc cmtrart md urrrmm 



3. After the  ancc l la t~on  of the  c~intrrla ~ n ?  rc.pur.h,iv* at tlic risk and 
expense vf ~ h c  Jcfaulr~nc firm. t h e  purih,i\c ~,r:.!nr,atrcm Jrd n b t  pur\:rc the 
matter v i r o r o u s l ~  1 ~ 1 t h  ihc  J e f . i u l r ~ n ~  firm u i t ! ~  .i \I:\\ 1 % )  ::L !L.-rtn!: 1:om 
thc firm thc  cvtm uv.1 mL-urrcd In r c p u r L h i c  .i.!lc ~C;~:;:L!I.I~C I<, In d c  
on 9-"-1yq. bur t!:c JcrntlnA o n  thc firm b4'1s nor m.rJc un:~i z i -  I I -10c4 .  
'I'herc ~ : s .  t!lw L &la\ <$ 41 month\ I,.itcr \ \  h~,:l  r r  1x.xm: kn > % v i ~  rlwt 
t l ~ c  firm S I ( K ) ~ !  CI.Q !\cd anti WJI\ nrTr in a ~ Y S I ~ I S P I I  t o  rn'~hc p . l \  nirnt. t1:c.r~ 
was a further 2c1.11 from I>cLcmixr. 1v4 t 5 l  O..~ojsci. ~ ~ ) s ; i  

< ' I . ixo Ot!i,i.:ls, the Scct~tm Otflccr and the .A~~.l~t,m! cqr!i.:rncJ t i c  r c 
found to h , i ~ c  i ~ c n  ln\.ciI\cd In thc d ~ l , i t .  ' l 'hc~r cupl,inarr 1.1. I $ L . ~ L .  ~ . + i l l ~ - . i .  
Aficr wrcfid! .~ms:J;.rttionc 01 thc cupLn. i t~tm~ pri.t:rrc 1. : t  rr i< J:-.r fcJ 
that drc bcrt~cm Otflicr c ~ u l J  r i o r  tw hcld rtzpon\ihlc I Pr tl,c dcl,ir, t h :  
had t ~ ~ u r r d  In tltc caw A\  thc  . 4 5 \ i \ t m f  wa\ ftrunri r ~ l f  t \ i  !I c6.c c w r ~  ~ l c d  
thc vicrlnce e ~ p c ~ t c d  of turn In the cuurst  of t r~r  J u t m ,  111: U,IYC J ~ \ p l ~ ~ ' r u r c  
of rhc Hwd 111 the I k p W t m ~ f l t  H ~ S  ~ o r n m u n u t d  to h ~ m  o n  2 2 - ~ - 1 v . 5 ~  
and !he c~mmunlcd icm urw sent t1.1 hlm through hi4 prc-scnr rmplrwcr. h 
rer-iml of thi4 ~ 3 1 ,  howcvcr, nut kept on the Chrirtlctcr IZ~~11 01' thc : \ \wtdnt 
as a warning wa4 considered sufficlcnt. 'l'hlr ..isslswnt %'a\ t ~ k c n  on  Jcpu-  
tatiun on 6-8-tof; ?%IS incgwlq ty  was, no doubt, porntcii out tm 
!2-7rgj_c, m the form of an Au&t oblcalon hut the frt~'tudl \t.itcmcnt In 
this case was rerrived only un 19-2-56; much eftcr the A s r i ~ n t  h d  hccn 
takcn cin deputation. 



D I R E C T O R A T E  GENERAL O F  S U P P L I E S  & D I S P O S A L S  
( C O - O R D I N A T I O N  SUPPLIES SECTION IB) NEW D E L H I  

Ofice Order No. 7 5 .  Dated 12-7-56. 

An instancc has come ro light in which the State was put to an infruc- 
tuous loss of' hcavy :imount incurred on account of risk purchase due to the  
hilure on thc part of Supply Scction t o  take timely action, f;\r the  recovery 
of' the extra cost from the defaulting firm. In  c*rJer to prevent recurrence 
of similar Iosscs in t'uturc, i t  ha\ I ~ w n  decided to introciui-c the f i ) l lo \~ ing  
proccdurc ti)rthr\.irh 10 \vat:h t t i c  rci-ovcriec of extra coct on account of risk 
purchnsc conscyucnt lo c;inccllatlon of'ccmtracti. it act^ Section should main- 
tain a repstcr  crlnt;~ining thc fl~llo\vjng headings :- 

' 1 '1 :~  rc.rl\rcr \!louI,\ tw r c \ l c \ \ ~ - ~ !  t ) n ~ c  a l o r t n i ~ h r  b\ rhr Srcrl,.n Offic.ct 
of c ~ i h  Sc.ticw ;I[ 1 1c.iilqu.trtcr~ . m i  rhr As\i\t.int I ) I ~ ~ - L . I ~ \ R  111 the Rcgicrnd 
0 f f i ~ ~ -  u i t h  ;i ~ I C \ \  to ~ 1 1 4 ~ i r c  t t u [  rirncl\ Ji t lon tor cttr.ct~nc r r~xnzr lc3  IS 
~akrn  anti l i t >  ixsc I S  10\1 \l!:ht t \ f  ' 1 ' h ~  Scr f l~m Olticcr ~ h ~ w l , !  :dfiu hlh ,!,ired 
srgnuturc In the 1.1.~ i l l lumn .rz :I tohcn d 111s h.n mg conduitrJ rhr rc\ssu. 



DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(CO-ORDINATION SCTPLIES SECTION ID) 

NEW DELHI 

Qfiice Order No. I ~ I ( C D N  Series) Dated 2-12-57. 

SUBJECT :-Recoveries due to Gmertmienr-u~afcIiir~~ o j  hiaintmonce of 
proper rgisrcr and periodical checkkg.  

R E F E R ~ C E  :- Office Order S o .  7 5 .  datcd 12-7-56, 

All Supply Sections are required to malntain a Kegistcr in the form pres- 
cribed under Officer Order So.  75 dated 12-7-56 \\.it11 a vxw to keeping 
a watch on the recoveries due to Gcwernmcnt. 

Scrut~ny of registers of some Scctlonc ha$ rc\.ealcii t h ~ t  t h i w  are main- 
tained in a shp-shod manner. I1.G 19 ansiou\ th.it thcw rcgiPterc 4houlJ 
be properly m r u n ~ n c d  and per~odlal ly  checked Thmc \houlJ be rreate~i 
as proper accounts books. entne\ should be co r r c~ t  .inJ p a p  numbcrcd 
To ensure that this 15 properl!. done. the Section C)thLcr 'inJ the . l w r  Ihrcc - 
tor concerned should. at the end of cash month. rcccirii J ~ c r r i t u t c  to thc 
dfect  that all cases of reco \en  soncernlnp their Section h,t\c bci-n cntcreJ 
into the rg l s te r  and that correct and up-to-date progrc\\ In c ~ c h  ~ . i w  h,\r 
been marked. 

The Deputy D~rcc tor  a c m g  as a L~al run  and Focal Officcr for Ilt~piltron 
work in each D~rectoratc u ~ l l  watch prugrcss of rerwery of ,111 caw\ and 
shod d bring to the nottcc of hlphcr authar~t i r \  cascs ~nvo lv~ng  rsco\ery 
of over Rs. so,m/- 

S (, MUKCiAI, 
Dtrrctor, 

(Cc+orcl~tiufior~ GW SIOIU~ICI). 



APPENDIX XVI 

Note from the Mnistry of External Affairs pursuant ro actiun taken a pma 
69 of the 7th Report regarding Administration of Scheme of Assistance to Eva- 

cuees from War Zmes 

According to the information since collected from the various State 
Governments who are administering the scheme of assistance to evacuqcs 
from war zones, the position as ~t emerges is as follows :- 

Ks . Remarks 

(aj Total amount advanccd . . 7,18,03,561 Out of t h ~ ~  a sum of 
Rs. 85,03,000 was 
paid to t$e evacuees 
In areas "now situa- 
ted rn Pakstan. , 

z. 'I'hc ftdlow~ng ~nfcr~ncrs hc. drawn from thr ~lctaits of thc a h v e  
figures : 



(iq If the rate of recoveries'writes off made in 19.57 is taken as the 
yardstick, it might take sevcral centuries to complete recoveries. 

(iii) However, there are some States where the net amount recovercd 
is to the advantage of Government i .e .  tllc differenct between the 
amount rccovcrcd and the cost of staff cmployed for this purpose 
is distinctly to Government's advantage. 'Thcsc include Madras, 
Punjab and Utrar Pradcsh. Or, the other hmci thcre are States 
where it is distinctly a loss to thc Govt. tcr continuc to procecd 
with the oprarions of recovery c.g., Ben& 

3. On the basis of the ahvc inft'rcnces. the hiinistry of External Affairs 
W O ~ J  suggest rwo aIternativt. solutions for the cons~ileration of the Public 
Accounts Cornmittcc . 



on expediting recoveries in these residual cases. It should be 
possible in this way to obtain a streamlined picture of the problem 
which could then be considered in its proper perspective. It 
is anticipated that the expenditure on the two officers would 
not bc very tush. Assuming that they would be visiting about 
8 States, thc approximstc expenditure on their travelling allow- 
m c c  would be Ks. 7 , m / - .  

4. It 1s regrcttcd that due to delay In the rccclpt of statistical informa- 
flon from the Statc Ciovc.rnrncmts ~t ha\ not bccn powbll: to get the figures 
rnt-nt~ctxd above vCttcd by rhc huifrr bu' wc havc attcmptc~i ro bc as accu- 
rdtc po\~~ble .  If ncwi+,lry rhcsc figur:., 1 ~ 1 1 1  b: go! ~ h c c k ? .  hy the A.G. 
C R. h e r  



APPENDIX XMI 

No. F. 2 (66)-Corplj8 

Nore from the Ministry of F i t m e  (D~partment of Ecott(rttic Affairs) giving 
&gal opinion of the Legal A ~ c r  of the I .  F .  C. rqmdmg recmwy of an 
irr+ charge i m m e d  by a furnur Managing Dircctor of the I .  F .  C. 

In pursuance of item No. 56 para No. I* of the (Appendix I)  of thc 
7th Report (1957-58) of the Public .4ccounts Committee relating to the 
above noted matter, I have been asked to give my opinion on the point of 
enforci~g recovery of the above sum of Ks. 24co/- from the former M m l y n g  
Director of the Industrial Finance Corporation. 

I have seen the minutes of the Executive Conimlttce and the b a r d  of 
Directors of the G ~ r p r a t i o n  and find that in the Spccral mcetlng of thc 
Board of Directors of the Corporation held on the 2nd July, 1953, t hc Board 
by means of Resolut~or~ No. 2 tnrer aha resolved that the Managing D ~ r c o o r  
should get a reply ro Chapter VIII of the Indust r~d F~nrtnce Corporation 
Enquiry Committee Repon r d y  for the approval of the Board at rhclr next 
meeting to be held on the 11th July, 1953. The said Resvlut~on No. 2 ix  
reprodwed below .-- 

"Item No. 2--Consideraricm of the drafr reply tcb tic mt to Govern- 
ment in cmnmicm with the Report of the Industrial Finance 
Corporation Enquiry Committee. 

Before taking up consideratiun of the draft reply rhc C'holrman m- 
formed the Ducctors that Mr. R.K.  Shah, who had been requesred 
by the Board to draft a su~tablc rc-ply ro Chapter \'I11 of' thc 
Report dealing with the Soiiepre Glass U'orks Ltd., had wrltten 
to hm that as he was very hard pressed for time durrng the lasr 
three weeks on account of heavy preoccuprions, he could not 
MI thrs assignment and had offered smmre apologres. 

T h e  Board then cons~dcrred thc drafi reply covering dl the chapters 
of the Kcporr of thc Industr~al Fmancc C o r p m t ~ o n  Eaquiry 
Committee, with thc exception of Chapter VIII. 'Ihc Board 
approved the reply as amenedcd after ducuss~on. It was Jc- 
crded that the Mamgmg Director should fornard rhc reply to 
Govanoreat, the reply to Chapter V I I I  of the Hcpn btng 
sent h e r  as m appeoda. 

It was also decided that the Managing Dtrcctor should ct n rcply 
to Chapter VIII of the Repon r d y  for approval o ! the Hoard 
ar their n m  mming to be held an rhr 11th July, 1953." 

The next r a o f u h r ~  wh~ch has a b n n g  on thc mbjca is a m t u i n d  
m tbc mhaurco of proccediaIpl of the Speclo1 mmmg of the Extcurlvc Clorn- 
mince of the Baard of Directors of the Corprorion held m the 30th Oao- 
bm, 1954 in w h ~ h  the Executtvr Committee confirmed t h  en Advcxurc 



of Bombay High Court wa5 entrusted with the work of drafting a reply to 
Chapter VIII  of the Industrial Finance Corporation Enquiry Report under 
the authority of thc Board and that the payment of Ks. 2,0001- made to him 
in that connection was also noted by the Executive Committee in the sad 
mceting. The  relevant portion of the above said proceedings is rcprnduccd 
below :- 

"Para 60 : Amount of' Hs. 2,0001- paid to Mr.  G .  N. Joshi, Advocate, 
Bombay High Gmrr, for drafting a reply to Chapter VIII of 
the Industrial Fina~ccr Cot. poratim Enquiry Committee's Report 
~icalir~g w ~ t h  the Inan granted to the Sodeporc Giass Worb  
IJd .  

'I'hc Cornmlrtcc contirmcj that ,fir. ( i .  S.  J o \ h ~  was entrusted with 
thc work of draf r ln~ 21 rcply to Chapter VIII of the IndustrLI 
I;~nancc t;nrporat~cm I S r q u ~ p  Cr~mmittec's Report under the 
duthor~t!. of rhc HoarJ. 'I'hc paymcot of KF. 2.003 - made to 
Mr. Josh! 111 rhlr ccrmectlon u a  notcd". 

I'hc procecdlnp of thc mcetlng held on [he 30th O i t o b ~ r ,  1954 w e e  
placed In the mwtlnp of the k r c f  hc13 on the I ~ t h  Dccembw, 1954 but the 
ct~nc~cfcrdt~on 01' thl\ Item wa5 dcferrcd to ~ h c  next mectmg of the k d  . . I hc nclct mcctlqg of the Board w d ~  held on 17-2-c5 when the above said 
rnmulcs of iilc procwd~ngs of the Spccial mectmg of the Executive Corn- 
mlttce held rm the 30th O~?ober, 1954 wcrc placed before the meeting and 
thc same were c(msldcrcd and approvcd hs thc Board 

It will, tticrefore, bc obarr\cii rhnt the t s c ~ - u t ~ b c  ~.ornrnic'rcie ard the 
Hoard have confirmed In a vcr! char language that the work of drat'ttng o 
reply to thc Chapter V I I I  was cntrustej to rn .'iJvwiite t , i  Bombay Hlgb 
Court, under thc authority of thc HtmJ of V~rcctors and :hilt rhe pa)ment 
of Iis 2,000 - as f r e  to him was ionfirmcd tx~rh b! t he Execut lve Lornmlttee 
as well ils by the h x r d .  In faLc ot rhc ah>vc quoted rc%olutlons of the 
Executive Comrnrtrc-e 2nd the BoarJ of D~rcc ton .  the r ~ ' ~ p ~ n s ~ b t l i t ) .  of en- 
gaging the scrvlccs of the Advoiatc, Bombay H ~ g h  Court and payment of 
the sum of Ks. 7,000 - PS tiu f c a  I l r s  soldy on thc Hoard of Drrcaors of the . 
Corporation and not on the former ,l.lmilgmg Dlrcctor and the later, by 
no stretch of imilglnrrtrvn, iw ix rnodc pcrwnally 11dble to pay t h ~ s  amount 
to thc Corpmtlon.  



Para 23 : T h e  supgcstinn made b the Public Accounts Cnmmittee 
i n  this para has been carefullv evamrncd rn thls Ministry. It is not con- 
sidered desirable to revert to the s\stcm ol-min~nc uptil 1951-52, when thcre 
was a single C e n t d  Cottdgc InJuztrrc\ Rcmd conccrnc~i u'ith the develnp- 
ment of all these industries. It was decided to zet up ditfcrcnt Boards for 
the major cottage and small ~ n d u s t r ~ ~  bec~use  t h c ~ r  problems were not 
always the same. thc industries concerneLi were \-en v:~ricd it- q cnir and 
silk) and, finally. because rt was conc~dercd neceswrv to a~soci,itc u'ith thcw 
Boards persons who had takcn pnrticular ~nter-t In the 1nJuztr1ec .onccrncd 
or  had a certain special approach tt, their problems Thts I \  pa r t~cul~r lv  
the case with the KhaJ1 and \ ' iIl .~z~ Inctustr~c\ ('c\mrn~\\lc>n ~ c \ t , ~ l ~ l i ~ h c J  
with effect from 1st .April, r g y '  whosc cnmposltlcm ,I\ wcll ,I\ th.it 01' i t \  
predecessor, the rV1 India K h a d ~  2s \'dlaee Industrm IhlarJ :\\hiLh had 
been set up in Januan. 195;) has heen confined to penon< ho 4 w e  3 com- 
mon i i teoloq on rural re-conwuctlon and on the rille. of c i c ~ c n t r . i l ~ d  In- 
dustries. I t  was thus that durrnc the period of the I:~ri! I:nc J'c.~r I%m, 
when further resources ivcre e;irmarkcJ for the dc\elopment of v i l l , ~ c  and 
small scale lndustries. the nthcr :ii e .'ill-Indm I3oard~ c'lrnc t t >  l-rc c\tn\4141cJ 
o r  re-constltuteJ. T h c  .MI l n h  ~ ~ ~ n ~ l ~ ~ . ~ r n  l lomi 'iri~: t'ic .Ill I a d ~  i imJ1-  
aaf ts  Board were con~titurcd In Octobcr snd Sm cn~hcr .  I us2, r y-w~r~vclv 
to advi5e the Golcmmrnt  on the  yrobiern< nf  c i c~c l~~pmcn t  t \ t '  hmd-loom 
and handicrafts lndurrrie\, the Sm,ill S a l e  InJu\!r:\ IIodrJ !\.I\ ~onbtt-  
tuted in N o v i m k r  1954 and the (kntral C;tli. h u r ~ i  u; . lLh h.1~1 bccn funL- 
tioning since 1949' a a \  re -~nnzt~rurc~i  In :lrril. 1 9 i 2  m.1 ,I \ r . ~ ? u t ~ ~ ~  ( cur 
Board was w? up in Jul t .  1954 



six Boards as at present is so obvious that no immediate step tvwar& 
amalgamation or redisrriburion of any of them can be suggested." 

At the time when the Karve Committee Report was being written, these 
All-India Hoards were under two separate Ministries. Since April, 1957, 
however, as recommended by the Cornmittec and accepted by the Govern- 
ment, all these Hoards were brought under one and the same Central Minis- 
try, thus increasing the scope for co-ordination. Past experience has proved 
that these Hoards are essential for drawing attention to the problems of the 
various industries and since they provide cffecxive agencies for executing the 
ptogramme the present position should not be disturbed. The advantage 
derived from the functioning of the six different ba rds ,  as at present, is 
such that the Ministry is of the view that steps should not now be taken to 
amalgamate or re-distribute the work relating to these Boards. 

Para 24 : The Ministry is conscious that every care qhould be taken to  
avoid duplication of effort and funds should not be spent on the same projects 
at thc same place by morc than one Hoard simultaneously. Thc possibility 
of providing common scn.icm to these different Boards has not been Imt 
sight of. In some cases, wch common services may be provdcd In the 
form of cft~ign centre5 wh~ch may be concemcd alike with handicrafts in 
thc scnsc of artistic fabric3 and othcr products of handlooms; or in desiqning; 
carpets and dru~gct\  where thc fxilitics may bc $hared by the G4r  Board 
and the All-Ind~a Handir~afts Rmrd to some extent and finally in the matter 
of organking sale< of thc prolfuas of these industries through the common 
agency of cmporia run by thmc Boards. Wherever necwwy and possible, 
as in thc field of rnarkcting for handlooms and handicrafts, the Ministry 
has takcn acrion to havc the matter studied by bodies such as the National 
Counc-il of :!ppllcd Ikmomic Restmch. It is, however, to he stated that 
it is u n n e c e v  to be apprehcns~ve of duplicat~vn merely because more 
than onc cmprium or sales dcpx is set up in one town. So long as the 
economla of the schcmc justifies the scrting up of such depots, the additional 
emphasis thus laid crn sales may tw of value for these hitherto nglec'ted in- 
dustries. It may also bc emphasized that the Slinistry cuntinuowly ex- 
plore the possibility of providing common s e n x s  in consultation with the 
Boards conccrncd. It may bc mentioned that as rt-ommended by the Karvt 
Cdmmittec (Para 173 refcrs!, a Coordination G>mrnittee of Small Industries 
has becn funaioning in the ,\i~nistn. since June. 1957. The Alinista of 
Chnmerce and Industry is thc Chairman of t h ~ s  Gmrnittee which includes 
representatives of dl thc Ururds, and the .llinistry of Cfimmunity Develop 
ment to consicfcr problems of common interest to the orpisa t ions  concerned 
with the various cottage nnd s m U  industries. 

At the State level, State Ca-ordimtion Committees of Small Industries 
have bcen set up nt the instance of the hliniistry of C o ~ ~ n e r c c  and Industry. 

T o  avoid duplication of staff and expenditure, the export of mir goods 
has bcen entrusted to thc National Small Industrits Gwporation and the 
services of the Handicrafts Development Corporation are heing u W  t o  
find atport market for khadi fabrics. 

The Joim Dcvclopmcnt Commiyioners under the Small-Sale Iadas- 
tries O r g m i s a t i ~ s  have been made responsible for covering a a i v i r i r  rdrr- 
ing to hPadicmm and handicrPfts industries also during thdt toPla and in- 
vestigations in thdr mpectivc regions. 
3 67 (AIU LS-tS I 



I t  is rccognised hntvever that there might be some necessity of cnordi- 
nation with a view to avoid overlapping and duplication in the dcvclopmcnt 
of printing and dyeing bv the Silk, H:mdloom and Handicrafts Roards. 
Schemes fmnulatcd by the Stste Govcrnmcnts are also scrutiniscd and 
sanctioned from this angle. T h e  main object of such schemes has always 
been to develop new artistic designs. This Ahis t ry  is investiptinc whether 
there is any duplication in the matter of dyeing and printing in .Iladras and 
Ron~hay or other places. T h e  result of the invcstiptions will be communi- 
cated to the Public :Iccounts Conimittce by Junc 1959. It is not. hn\vevcr, 
considered desirable to dcfinc arcaq for ditfercnt I3irarJs for these I3omis 
deal with industries n hich arc s p r c ~ d  throughout the country. :I< ha.; hccn 
stated earl~cr, howcvcr. it is this .\linistr?.'s ende,~vnur to comhinc anL] co- 
n r d i n ~ e  common f~cility sen-ices which can hc ut i l~sc~i  by morc than onc 
Board. Itcms requiring cwrcfinati~m :ire a l r edv  hein,. attcndcci ti1 in thc 
AIinistn through thc CtwrJination Cnmmittce as mcnticmcd ubovc. I t  
may also be noted that the Handlwm Roar,i and thc Silk Iiwrd arc at prcwnt 
under the Cl~airmnnship of one Otliccr. \vho in nddrtion tlic 'I'c\rt~lc Corn- 
missioner. This, in ~tsrlf .  makcs fix caordinariun. 

P ~ r a  q : In SO far as Coordination in rcsc~rch is conccrnc.i. thcrc 
are limits bccausc research deals with such \vi&ly JifTcring nec,lx .I.; those 
of the small scale industries on the one h a d  anJ handicratis or k h d i  on 
the other. Hoivc\.cr. \vhcrevcr therc is scopc for cocniir.:~tion thi4 .iIini.\try 
endeavours to  look after thc prohlcm. F.tIi~m t o  pool r'unA, pcnonncl. 
agencies of supernision and inspcctitn a n j  markcring arranpmm-tts arc 
being made SO thaf inefficiency is minimised anci e amjmy  in cspcnJiture 
obtained. 

Regarding the suggestion that the All-Inills Board\ thcrnwAvc5 shoulJ 
function through Statc Boar& nominatcil bv the con~cmcll  Statc (;ci\'crn- 
ments, it ma! be p in red  out that such HonrJ\ f~ r r  idrlou\ ~nciusrrics arc 
dread\ functionrng In the majority of the Stucb 'Shu\. rn I 2 Sr.ltc\ thcrc 
are State Khadi and \'11lagc Industrim 13oarcf\-1~ S t~ru t i rn  and 2 hLh 1\0n.. 
In  3 Centrally ildmlnlstered ?'erntoric\ a h  'Dclh~. .\ian~pur ancf 'l'ripunl! 
Advison. Moarjs exist for Kh3d1 and \'lllacc Industrim. In X St.ltcr, Statc 
Small S a l e  and HanJriraft< Ini lu\ t rm I%oards arc f u n a ~ o n ~ n l :  \ t ~ t c  
Hmdirwm Boards cxist In all Stat- except In rtvo \vhcrc S t ~ t c  .I<!\i\:ry 
Counc~ls arc m p t i c r c d  to Itnk afrcr thc d;ly-rc+d~). prohlrm\ rclxlnc to 
handlm~m. Thmc I?clarrf* arc cmhll\hcd bt the State (irr\wnmcnr\ In 
consultat~on ~ l t h  ~ h c  All-Inha Ih i r J s .  Gencrall!, the Jomt I )c\ ellym~cnt 
Ccnnmvrloncr5 (.if rhc recrrm. Officers c d ~ h c  Stnrc <;cn? , Ica~llnr ccc,nr,mlsts 
m d  t echn rd  experts arc nornlmtcJ mcmbcrs ot the IkwrJ. 'I'hc prohlcms 
t e l a t l n ~  I t )  suih of t h ( l~e  1nJustr1es 111 rc5pcc-t of u h ~ c h  W i ~ J T r l l C  Ihr,trJ\ h ~ v c  
not bcin conwturcd are attendcd 10 t-v the cxi\ting Iicurifs crr :2ti\1wrq 
C o u n d s .  It ma!. thus. k s c m  t h ~ r  the r c c o m m n d a t ~ o n ~  contsrnc,! In 
thc r c p m  of the "Stud) 'I'cam for ( cmmunltv 1)cvclopmmt mi! S.it~oniil 
Extension Scwrce, ( r ~ m m ~ t t c e  cm Plan Projcct.5 1 .  \'oI. I", ilS 
endorsed by the Public Accounts ( i m i t t c c  h a w  becm kcpt in vtcw. 



APPENDIX XIX 

Thc aaunl  po\ir~im of thc w.ws regrL!lng I m p r t  of 3;s blo of  raw 
silk ar~ungcci  In J ~ ) _ ~ Q - s I  I S  as undcr : 

h~i():!;lts for  the q;iav.rity of 14- tulm gi\-cn to rhz I).C;.S. 2i D. h a x  
nor hi~u.c.\c.r Ix-cn ti:iii!isc,l IY!. 111 J L I ~ C .  I(/:? m,i S ~ ; w r n k ~ .  195 I t he  
I.)~rc::or {;cr~:.r:d o f  S u ~ ~ ~ l : ~ - s  w.! l ) i ~ j , o \ ~ ~ l \  r c l r ~ ~ . !  h l t ~  t i *  .{!.:I! '.A' 
i~11 ! 5 -  h . i I c% ; , I  .\I111 'I{ '  rs;s;yctiv~.!y u . t ~ ! c t i  uvrc r l ,  c,~xv(:r: I!T.~S r . 1 ~  silk into 
f;rhrr~> cloth t o  1n.i s u l y ~ i i r - ~ i  t i ,  1k:t;Jncc ;lutllt>:itim. '1-h.: i r ~ h r  of t h ~ '  147 
b l c s  clulii not k ~C;IIISL*J :nin~~.! : ; i t~Iy L ~ U C  t r r  thc !;)110\i!r:s :.:&~ns : 

Ir; thc prc-a1 t c.t~c, n o  r:gm~r; t u)ulJ  tr .  m.i& u n b \  an,i uctrl the f.ibric 
manuf.!cturvJ t)) r l w  r\\o ~nri!. I:) c lu .Ilon h.14 h w n  p d s t d  hy thc msiyi: wn 
iiu!h\wrt 1c-s (11. I hc I)cfc~.uc . Ih  ~ q r y .  



rcalised and adju~ted in 1954-55. Of the balance cf &. 84,288/- , a sum ot 
%. 53,797-89 ( R u m  fifty three thousand seven hundred and ninety-.;even 
and eighty nine nP. only) was received and adjusted in the accounts for 
3/58 under the head "87-Capital Outlay on State Trading Schemc-Pur- 
chase of Raw Silk f h m  Japan-Deduct Recovtri~3". This wva; only the 
first divided fmm the Official liquidator of the mill against Govcmment's 
claim. Adjustment in respect of thc belance amount of Ks. 30,490. I I ilP. 
is awaited. 

Sd:- C .  S. RAMCHANDRAN, 
Joint Secretary to the Goocrttmettr of India. 

In accordance w i d t h e  recvrnrnendation of the Public Accounts Comrnittce, 
action was initiated in this hiinistry for thc closurc of thc Govcmmcnt Trad- 
ing Scheme of "Supply of Cloth and Yarn r:) Pdkimn" md thc Accounts 
relating to the Schcmc have now finally bccn closcd by tmsfcr of the net 
balance of R3. 23.75.740 -(credit) to Consolidated Fund. Kchabilitation, 
Supply, Commerce, Steel and Mines. New Dclhi, has seen t h ~  nox.  

NEW DELHI, 
Dated the 9th September, 195F. -- 

~ s z h a d r a ,  1880 (Kaka) .  



APPENDIX XX 

Note from the Mink fry of Commerce & InduJtry plrmcant to action takm 
on paras 107-108 of the 16th Report (1st  Lok Sabha) and para 38 of) 
 he 71lt R e p f  (Second Lok Sablut) rekarding Nahan Foundary Limited. 

New Delhi, the n t h  Jan. 1959. 

In this Mjnistry's note of e m  No. dated the 24th March 1958, the 
Public Accounts Committee was informed that pursuant to the Committee's 
rca~mmcndations made in their 16th Report for 1955-56. the G o v e m ~ t  
of India had scr up an Expcrt Ad hoc Cmmmittce to survey the manufacturing 
apnciry of h'i~hitn Foundan Q"ri\.atc) Ltd.. and to advise on the steps to 
bc taken 10 modcmisc it .  d~vcrs~fy its pctoaaa  and to make it amoreeconomic 
unit. Ir uas also mcnt~oncd In the note that the report of the rid Hoc Corn- 
mittcc has bccn rcaivcd by thc G o v c r n m t  and that the rc~mmcn&tions 
nadc by thc Crmmlttcc wcrc under exmrnation in consultat~c*r, with other 
hl~n ~strtc: conccmcd. As d c s l ~ d  by thc F.A.C. In 38 of their Seventh 
Rcrort (ry~:-,cS), ~ h c  pxnt postion 1s as fol lows : 

Iio\ic.\,rr, ;a rhc Sah:m 1:cmdary (Frivxc) Limited. is an autonoml?us 
hjLiy  ir?ct,rp~rarr.~! \!r:iicr thc Indim Ct)mp.lncis ALT, it iq  prinuriiy i;,r i:s 
1)ilcctop 10 ~mi.:cmr.nt 11:c ~ c c ~ n u n c - n ~ i i ~ ~ i o n ~ .  -rho I:oundar?. \r,u r~qkr.4 on 
I . q . ~ ( f i S  [ ( I  ri.w rhc nutrcr twtiirc its I h r d  of I)irc~-wrs aiicr \\t,rkng out 
l i i ~  ! I~ : ! I :L ; . I I  :ind t:tI;cr I E ~ ~ I I C ~ ! ! : ~ I ~ I S  I~~I'OIVCJ in c a ~ h  L-W. 

In rcg:rrci 10 1 1 : ~ ~  ~ ~ ~ t ~ l l n l ~ l l d . ' t i ( r n ~  rncwar;s r k  tarfie[ vi p n ~ d u ~ y : ~  
(\f ~ l ( \ t l ~ ! ~ \ r  10 5 . c ~  tons P r  > ~ r ,  p w ~ h i i ~  of ad~iitic~nrl cquiprm-nt. ctc. 
tho  I l r ) : ~ l t !  L't-~~~lt 'J  tl1.1t :I ph.twA progrmrnc shou1J I-: 'ir.i\\.n ut l  ti, tw !m- 
4cmcntcc! ~ t c p  by stcp '1ur:ng thc nest few )cars, sncl thdt thc sihi.nt: s!l,tulj h. riucccl Lx.h,n: the LLwd h r tttcir amudcrnr~tn .  



Summay of Conclusionr and Rcmmendarions. 

The following is a summary of conclusions and recommendations : 

I. Thc Hiring-,%]ling kction and Manulamuring Section of the 
Foundry should be bifurcated for efficient running and to havc a clcar cut 
picture of thc working of these two. 

2. Arra~gemcnts should be made for training of works adtc by inti-o- 
ducing a training fichcmc in the Foundry to fill up the vacancies owing to 
retirement and discharge of at-ti~nn class. 

3. To intimatc investigations of thc process of mnnufacturc and strict 
control ovcr the samc two tcchniwl oficcrs in the Supervisory cadrc should 
bc appc~intcd. 

4. Arrangumcnrs 5hould be madc for imparting advanced training to 
wpcrvisory s tu f f  of the roundry. 

s. Thc powcls of thc Imz11 Advisory Committcc of the Foundry should 
bc Gvicwcd in thc light of thc changcd circrumsta~ccs. 

7. TO CVOIV(' :in :lccur:ltc h!\tc:n c b f  c,,ctlrlg all J plcp3r,ltion of cstimotes, 
n Senior Accounrmt shoul~l be itiT;\o*i;rcJ. 

g. A I>icscl-powcrcd truck should bc purch:~scii to reJucc thc cost of 
Transpon. 

11. The turgct of production of casting shoulJ hc fiscd at 5.030 tons 
per year ~vhich is to be acliicvcil within a period o f 5  years. 

1% Steps should be taken for the purchase of additional cquipmcnt worth 
Rs. 2,3g,ow rcquiicd so as to achievc the target of 5 , o x  t m s  of castings 
per year. 

13. Facilities of the ratc-contract system with the D.G.S. & D. should 
.be availed of both for sdcs of products mind purchase of the raw-material 
of the Foundry. 

14. Services of' the Technical members of the expert ad-lwc Committee 
should utilized in the early stages of implementation of the recommendations 
of the Committee, pending the appointment of a permanent Technical 
Advisory Committee. 

IS. The  damaged and fallen portion of the boundary walls should be 
repaired and provision should be made for one more gate in view of the 
increased transport work and extension of the Yard. 



16. In view of the expansion envisaged the spare adjoining the present 
boundary should be cleared byshifting the quarters. 

17. T h e  light, medium and heavy castings should be so arranged in the 
hioulding Shop to avoid maximum handling. A trolley line should be ins- 
talled for the quick and easy transportation of the dressed m d  undressed 
castings. 

18. Experiments should be carried out to rephce bentonite as the bind- 
ing material by the use of suitable natural local sand. 

19. A hIiser typc of Pan-mill should be installed to get consistent md 
uniform qualit!. of sand misturc. 

20. '4 trolley line, from onc cnd of thc Sand B:ly to the other cnci with 
turn-t:lble arrangcmcnt at pl,~ces for cusy 11:indling of the matc'ri~l, should 
be in\tallcd. 

2 1 .  Tu.0 c u p o l ~ ~ .  one of 3-4 t~bn c.lp:tcity and another of 5 ton capwity 
shoulJ he installed at the sciectcd pl;icc'; as pcr t l x  r~ccvnmcndations r)f' the 
Interim licport and also to achicve final targct of prduct ion  of 5,000 tons 
per year. 

3 2 .  17~pcrin~ents S~OUIII bc conducted and coit a~cc r t~~ i r l cd  for switching 
over t o  oil firin? :irrmgcmcnt in.tc:id o C  \v0011 firin:: L-rr the core stove, and 
arrunrcmcnt should be madc for prov~cfins one more core stove as a stmd-by 
arrangement. 

23. Utilii.:~tion of coke and co:il cinders as fuel in a common firc bos 
with the help of a blower to h e ~ t  thc c ,rc sto\.c, \houlJ also be e~pcrimcntcd. 
Onc of these stoves at least should bc providcd with trolley and r,lck a r J r m p -  
mcnt. 

24. Changes in the d c s i y  of the pattern of fr:~mcc at the projected rims 
should be clonc to e!irnin,~tc costly repairs by wcld~ng. 

25. T h c  machines in the Alachine Shop should be so re-arranged to  
achicve casy and coiltinuous process of rnanl. f'dituring. 

26. Steps s h o u l J  be tahcn for numbcrinc individual pattcrns for easy 
detection and rectiiicatiun of dcfccts in thc castings. 

27. .4 separate Korks Inspection Section should be crcatcd directly 
under the General llanager for introduction of inspection at every stage of 
manufacture. 

28. A permanent Technical Advisory Committee should be formed for 
the  development of the Foundry. 

29. T h e  piece-work system should be introduced as an  incentive 
t o  the workers. 

30. Necessary funds required to implement the recommendations of 
the  Committee for the targeted expansion should be provided by the Govern- 
ment  t o  the Foundry as a loan. 



APPENDIX XXI 

Memorandum from the Ministry of Finance (Departmat of Economic 
Afluirs) pursuant to action taken on para 98 or the 7th Report regatding 

Cess Funds 

Nero Delhi, the 29th January, 1959: 

MEMORANDUM 
SUBJECT : Cess Funds 

I n  para 98 of their Seventh Repon (Second Lok Sabha), the Public 
Accounts Committee have recommended that they would like the Ministry 
of Finance to obtain the opinion and advice of the Attorney Gcneral on the 
constitutionnl issue raised in para 15 of the Fifteenth Report of the Public 
Accounts Committee (First Lok Sabha). 

2. I t  was explained in para 8 of this hlinistv's hlemorandum to the 
Committee, No. F . ~ ( ~ ~ ) - R I I / s ~ ,  dated the 31st hlarch, 1958 that for so 
long as all taxes levied by law arc initiall!. brought t o  account within the 
Consolidated Fund as revenue and all payments of equivalent sums to any 
Fund or body are mude by appropriation from the Consolidated Fund 
and all expenditure out of such funds under the control of the executive are 
initially treated as expenditure from the Consolidated Fund and remain 
subject to the ordinary processes of votinc and appropriation by Parliament, 
the essential requirements of the Constitution were fulfilled. These views 
were acceptable to the Comptroller and Audltor General. 'I'he Comptroller 
and Auditor General has been further consultcj. and he has agrecd that while 
there may he some legal doubt about the correct cmnstitutionnl position there 
is no compelling rcnsons to have it resolved by  a reference to the Attorney 
General at this stage m d  that the present practice can therefore be allowed to 
be continued. 

3. The Government of India accordingly request that the Committee 
may be good enough to reconsider its recommendation. 

(H.S. NEGI) 
Joiut Secretary to the Government of India. 

To, 
The  Chairman and hlembers of the 

Public Accounts Committee. 



APPENDIX XXII 

Note from the Ministry of Finance (Department of Economic Affairs) 
pursuant to action taken on pma 122 of the 7 th  Report regarding disposal 

of outstanding applications for loans by the R F.A. 

The position regarding recovery of loans made by the Rehabilitation( 
Finance Administration from the year 1953 to June 1958 is shown in the 
Statement below:- 

Principal Interest To t  a1 

(Rupees in Lakhs). 

From inspection upto 3 I. 12.1952 . 34-91 
During 1953 . 20- 16 
During 1954 . 13 '24 
During 1955 . 1 1  -30 
During 1956 . 42'28 
During 1957 . 96.86 
During 1.1.1958 to 30.6.1958 . 42 '95 

261.70 

The  total amount of loans paid by the Rehabilitation Finance Adminis- 
tration from inception to 30th June 1958 was Rs. 108.4 lakhs. As on that 
date, the outstanding principal was 13s. 802.13 lakhs and interest outstanding 
was Iis. 134-31 lakhs. 

(The total amount advanced less recoverey of principal amount does 
not tally with the outstanding principal given above, as advance 
recovery was not appropriated as recovery till it fell due, but the  
outstanding amounts were correspondingly reduced.) 

2. The  following comparative statement will indicate the reduction made 
by the Administration in thc various categories of Staff employed by the Re- 
habilitation Finance Administration :- 

A B C D Total Average 
Year Class Class Class Class Estimates 

Officers Officers Officers Officers of Cost per- 
Month 

Rs. 
*I953 23 I57 33 1 157 668 1,44,00 
*1954 2 I 141 325 132 617 1,26,00 



A B C D Average 
Class Class Class Class Estimates 

Ycnr Officers Officers Officers Officers Total of cost per 
month. 

A I3 D Total 

A4aximum strcng~h of' c : ~ h  
category in 1953 . 23 V7 331 1.57 668 

Staff strength as on 30.6.58 5 2'- 17 226 66 329 

(i) Thc  post of Sccrctary carrying the pay scale nf Rs. 650-50-850 
has been kept in abeyance since 1st November 1956. 

(ii) Tlic post of Superintendent of Advances (Technical) in tl:c grade 
of 11s. 650-50-750 created in 1957 for specdy disposal of in- . 
dustrial loan applications was abolished on 31-10-57 since most 
of such applications had been disposed of. 

(iii) Two posts of Inspectors carrying pav scales of 650-50-850 were 
abolished on 2.11.56 and 9.1.57 respectively. Another post of 
Inspector was downgraded on 31.12.56 to that of Assistant 
Superintendent of Advances (Rs. 450-25-550). One post of 
Superintendent of Advances (Rs. 650-50-750) was downgraded 
on 4.11 56 to that of Assistant Superintendent of Advances. 



(to) The post of Accountant carrying a pay scale ot Rs. 475-25-700 
continues to remain in abeyance since 15th September IW4. 

(v) Six posts of Assistant Superintendents of Advanctl carrying 
pay scales of Rs. 450-25-550 werc abolished on 6.3.57, 20.7.57, 
1.11.57. 9.1.58, 13.3.58 and 13.3.58 respectively. Three p s t r  
of Assistant Accountants (Rs. 360-20-540) were abolished on 
2.11.56, 15.1.57 and 13.3.58 respectively. 

(vi) The sub-Branches at Lucknow and Jaipur were abolished on 
25.7.57 and 7.4.58. respectively and the work pertaining to these 
Sub-Branches were merged in the Head Office. The  resultant 
rcduction in establishment cost by abolition of these Sub-Branches 
was Rs. 1217 p.m. (approximately) on account of Lucknow and 
Rs. 840 p.m. (approximately) on account of Jaipur. 

(vii) The stntus of Romhav Sub-Branch waq reduced to that of r 
Regional OfEcc on 19-10-37 and is placed under t h e  charge 
of an Assimnt Inspector (Pay scale Rs, 200-20- 
380) instead of Assistant Superintendent of Advances with effect 
from 24.1.58). 

4. This note has been revised as sucgestcd by Audit, while vetting 
the d r ~ f t  note oririnally scnt to Audit, and the additional information rcquir- 
ed by Audit incorporated tl~crein. 

(A. BAKSI) 
Joint Stxrcrary to the Gooerstnest of India. 

Dated, 23.1.59. 



hrorerftom the Ministry of Food & Agrtculrure (Department of & r k U l f ~ e >  
pursuant to acrion rake n a para I 6(b) of the 7th Report regarding bu&etary 

control. 
No. 1-23/58-Budgct 

The Public Accounts Committee in para 16(b) of their Seventh Report 
(Second Lok Sabha) observed as follows :- 

"During the year 1953-54 in the case of Grants Nos. 43, 44 and 47 the 
surrenders were in excess of the savings. The  Committee wonder whether 
any arrangement exists in the Ministry to watch the progress of expenditure." 

Thc position is explained below :- 
As laid down in t i e  <;enem1 Financial Rules all the Attached and Sub-ordi- 

new Offices under this Department are required to submit by the tenth 
of the following month a monthly report of progress of expenditure. The 
progress of expenditure reported through these rcports is scrutinised with 
reference to the budget provision for the year. Reports indicating the 
expenditure incurred during each quartcr are also obt:~ined from all the Subor- 
dinate Organisations. These are discussed at meetincs convencd by the Ministry 
of Finance in accordance with  par:^ 4 of Shri K.K.K. A4cnon, Secretary, hlini- 
stry of Finance D.0. No. P. 2(1 I)-(:() I ,  dated 4.12.51.  At thesc meetings the 
progress of expenditure during thc quartcr is reviewed with reference to the pro- 
portionate budget provision and the causes for variations arc discussed. The  
need for keeping the cxpcnditure lvithin thc budpct provision is also em- 
phasiscd during the course of discussions. The progress of expenditure is also 
examined three or four times a year for the p u r p o , ~  of Jetcrmining the need 
for Supplementary Ikmand and for finalising the proposals for surrender of 
funds towards the close of the year. 

The surrender of funds under Grants Nos. 43-,llinistrv of Food & 
Agriculture and 44-Forest however, proved excessive because of circumstances 
which could not be foreseen at the time of actual surrenders as explained in 
the following paragraphs. For Grant No. 47-Miscellaneous Expenditure 
under the Ministry of Food and Agriculture a separate note is being submitted 
by the Department of Food. 

Grant No. 43-Ministry of Food and Agriculture : 

A sum of Rs. 1,01,goo was surrendered under this Grant as ap ins t  the  
actual saving of Rs. 88,1581- the difference being Rs. 13.7421-. This situa- 
tion arose mainly because of an unanticipated adjustment of about Rs. 12,000 
in March, 1954 final accounts under sub-head A. I (I)  on account of the leave 
salary of an ex-Secretary of the Ministry for the period from 10.11.53 t o .  
3.3.54 during which period he was employed under the Govt. of Bombay. 



(;rant No. 4-Forest:  
A saving of Rs. 3,7r.ooo was anticipated and surrendered as aminst the 

actual saving of Rs. I,zI,~s~. The surrender was in excess of the actual 
saving to the extent of Rs. 2.49,~6/-. This situation arose because of adjust- 
ment under this grant (Sub-head A. 4) of an expenditure of &. 2.83.490 
on  account of the cost of material and equipment received under the T.C.A. 
Programme (OA No. 10) for the Forest Research Institute Desert Affomta- 
tion Centre for which provision was made only under Grant No. 125- 
Other Capital outlay of the hlinistry of Food Llr Agriculture. The accounting 
procedure for these stores which was finalised only in November, 1954, 
provided for the initial adjustment of expenditure under Grant Nos. 125- 
Other Capital Outlav of the Ministry of Food & Agriculture (Subhead I *7) 
*nd subsequent adjustment under 44-Forest, when the material was handed 
over to the Institute etc. concerned. The adjustment was accord'ngly 
made under 44-Forest. 

The note has been vetted by Audit. 

(S. MULLICK) 
Joint Secretary. 



APPENDIX XXN 

MINISTRY OF FOOD & AGRlCULTURE 
(Dwn.  OP AGRICC'LTCR~) 

Thc Public Accounts Commitlcc madc thc followng recommendations 
in para 16(b) of ~ t s  Seventh Iicport on the Apprt~pr~at~on Accounts (CIVI~)  
1953-54, 1954 -55 and Audlt Report (Civ11)-I 956-Part 1 - 

"'Thc Committee fccl that .raving under sub-head N-Canc Devclop- 
mcnt 8: Kchwlation of Sugctr Indu\try Grant h'o. 45-Approprla- 
titrn Account\ ( C I ~ I ~ )  1953-54 14 prrrtra fnr.1~ a c ~ 5 c  of defcct~ve 
budgctmg und in\uti ic~~nt control o\cr the Ccntral suhs~dy 
grantcd to the State Ciovcrnmcn14 undcr the varlou\ Commodity 
Comrnittces and the (;ro\r ~Morc Food Sihcmc\. They \\oulJ 
like to know the rearon\ lor the ticlay 111 arllvlng at a ciec~s~on on 
the changed pattern of finiulc~al a\slstancc appl~cablc to the 
sugarcane schcmcs 1x1 t h ~ s  C~LIC." 

Ministry's rcpl-y for Hc,~sonsfor rhr dcluv in u r r i v i n ~  at  a decision on 
thc chungcd pacrcm of j;nd)lc.ld/ usslsrancr app l l c~b lc  to tlie sugarcunc 

SL I I C ? ~ ~  cs 

The Indian Central Sugarcaw Committee suhmittcd, on 25.10.1952 
the rcviscd cstimiitcs for 1952-53 and budget cstimatcs for 1953-54 on account 
of Sugarcane Dcveloprncnt Scllcmcs. It anticipated cxpcnd~ture on devclop- 
mcnt schcrnes us follows :- 

State Amount (Budget) 
Rs . 

U.P. . 137137653 
BIHAR . 9,4I,S02 
BOMBAY I ,28,188 
MADRAS I 40,209 
PUNJAB . 4477956 
WEST.BENGAL . I ,22,267 
ORISSA . 877952 
Cane Exlension Commissioner and his st& . 48,740 

- - 

Total . 32,29,867 

According to the previous sanction of these schemes, they were due to' 
expire in 1952-53. . As some of the States could not start the schemes right 
from the beginnmg v i a :  1948-49, the extension of these schemes became 

, inevitable. Moreover, in the draft 1st Five Year Plan the Plannlng Commis- 
sion had also recommended extension of such sugarcane development scheme 



in all sugar prducing  States to achitvc a targct of 7.03 lokh tons of additional 
sugarcane prcuiuction in tcrms of gttr. AS no decision had Eccn taken on 
the recommendations of the Planning Commission, it was considcrcd appro- 
priate to make the budgct prctvisior on the Lwis of cst i m m s  given 
at table above. 

2 .  When the schcrncs were oriFinnll~ introduced in 1g@-49, the basis 
of espcndi:urc b c t ~ . ~ i  11 ihc Stares thc Ccntrc uxs 50:so. On 6.1 I .1952, 
a recommcntjaiion was &dc. to the hlinistr! cj~'I-inuvx t I w  thc C:mc 13cvelop- 
ment Schcmcs in i.a~-ious S~a tc s  should hc financed on 50 :so hasis ns l~itlicrtcj. 
Pending a final dccisic)n on ti-.: nlodc of finarlci:d ussislmcc. pilrtly by loan 
and pirtly by grmrs. firr t i l t  st lprcrulc Jcvelapmcnt schcmcs. the Ministry 
of 1:inanc.c sugg~,stc~!. in their nolc cialid ]-.I  I . I ~ C Z ,  11131 Iis. I ~ . C O , C C O  might 
be prcn.iJcd 3.. gr:mt.; rulci I<?. I ~ . C C . C C O  as Itun f ~ o m  out of ~ h c  total csrirnatcs 
of about Ks. ;?.co.ooo as givc:n in thC tahlc in para I abnvc. l'hc budget 
Division of the hiini:.;try ~ t '  I;inl\ncc ugrccd to a pro~isicm of Ks. IS,OO ,CCQ 
as a grant for thcse sclicmcs on 3.12.1952. rZ ncw Itcm Stntt.mcnt was, 
accordingly, issucd on 5.12.1952, making prc)vision of Ks. I 8,00,000 undcr 
the Sub-head N-Cane Dc~cloymen t 6( Kcgulat ion of Sugar Industry during 
1953-54. 

3. I n  thc a h m c e  of any dczi~ion to  thc contrary it was assumcd that CX- 
frenditure of sugarcane dcvClopmcnt schemes will continue on the previous 
basis (5o:so). It was only on r $ . R . r c ) ( _ t  that a Working Party with reprcsen- 
tatives from Ministry of E'inancc, Food & Agrjculturt., Planning Commission 
and rhc Secretary, Indian Central Sugarcane Committee, set up  to cxamine 
the sugarcane development schemes of' thc S ta~cs  a f i c~  scrutiny by the Indian 
Ccntral Sugarcane Committee, dvcided the principles for grant of central 
assistance jvhich arc given bclnw :- 
I .  Provision fur Irrigation facilities. 

It  was decided to advance only loans for this purpose. T h e  period 
o f  loans would be determined according to the nature of each schcmc. T h e  
rate of interest on such loans will be the same as in the case of loans for G.M.F. 
Schemes. 
2. SUPPLY of L)iseasc frce seeds of suitable varieties. 

It  was felt that there was still a grcat nccd for supplying disease-free seed 
of improved varieties to cultivators and that thc schcmes for this purpose 
should be subsidiscd fr  J n the Central Fund on 50:50 basis. 
3. Supply of Amonium sulphate and other fertilizers. 

I t  was agreed that half of the cost of maoutial demonstrations on culti- 
vators fields should be subsidised from the Ccntral Fund. 
4. Supply of Improved Implements and their Demonstrations. 

' It was not considered necessary to subsidise any scheme for encouraging 
use of improved implemc-nts etc. 
5. Provision for Teihzicai Personnel. 

I t  was decided tilat only the cost of staff kept for training technical pcrson- 
nel for development work should be subsidised from the Central Fund 
on 50:50 basis. The whole cost of all other staff excepting that provided 
for under the various schemes which are being subsidised from the Central., 
Fund should be met from the State Budget. 



6.  Setting up De7nautraion Panw c u .  

The nez expenditure on this item after deducting the receipts, should be 
shared on 5o:jo basis. 

No objection to subsidking on 5o:so basis if such service is undertaken 
.by the Statc Govcrnm:nts concerned covering all i rnp~rtmt  crops. 
8 .  Intmivr compost Drive. 

It was decided that schcmc should be considcrcd for subsidy from the 
Centrid Fund on 50:so basis. 
9. Plant Prorccrion. 

The Scheme rm this subject should be subsidiseci on j0:50 basis. 
10. Publicity and Propaganda. 

It was decided that net expenditure on awards of prizes to cane growers 
should be suhsidiscd rm 50:jo basis. No cxpenditurc on publicity and pro- 
paganda would bc subsidiscd from the Ccntral Fund. 

It will be observed therfrom that only loans were approved in one case 
while in some others, no subsidy was rccommcndrd e . g .  supply of improwd 
knplmcnts and their demonstration. Similarly, only the cost of the staff 
kept for training technical personnel for development work wes to bc subsidised 
from the Ccntral Frmd on 50:50  basis and the whole cost of all other staff was 
to be met from the State Budget. With t h ~ s  decision, the amount of financial 
assistance to the Statc Governmcnts for sugarcane development schemes was 
considerably curtnilcd. The State Gove.rnments and the Indian Central 
Sugarcane Committee felt very unhappy about this change. 

4. The Statc Governments made a strong representation that unless the 
Ccntral Government were prepared to share 5o'::,'cxpenditure on development 
staff for the entire pcriod of the scheme, it would not be possible for them to 
extend the scope of thcse schemes and to achieve thc targct yields of sugarcane 
production as specified by the Planning Commission. The staff formed the 
nucleus for the whole development work who actually carried the results of 
research to cane growers. The payment on account of Central subsidy 
payable on the Sugarcane Dcvelopment Schemes was made to State Govts., 
through the Indian Central Sugarcane Committee, towards the close of the 
hancia l  year. The protests from the State Governments of West Bengal, 
Bihar, Madras, Punjab and Bombay, against the refusal of Central subsidy 
o n  certain items of expenditure as on development staff and equipment for 
plant protection services etc. were received only from February to June, 
195-1, and as such, the Working Party could not review and revise the pattern 
of financial assistance earlier than the 6th July, 1954. 

5. As already explained in this Ministry's previous note to the Public 
Accounts Committee, a sum of Rs. 7 ~ 3 , 9 0 0  was payable to the State Govern 
men ts for implementation of Sugarcane Development Schemes, which in 

.wntraventioq of the decision of the Working Party, included inter-dirz a 
provision for expenditure on trained personnel to the errtent of about Rs. 

, a ,3g ,1~ / - .  S&e the Statc Governments of U.P., West Bengal and Bihar 



had partly accepted these tecommendations, a sum of Rs. 348,898 w u  dk- 
butsed to them by the Indian Central Sugarcane Committee and the balance 
%mount ot Rs. 3,65,002 '- was refunded by the Indian Central Sugarcane 
Committee. 

6.  A reviewmg Cornminee consisting of representatives of the Min~stties 
of Food & Agriculture, Finance md Plwning Commission and the Indian 
Central Sugarcane Committee was consrituted to review the principles of 
fiaancial assistance as recommended by the Wor Party on 18.8.1953. 
This Committee decided, on 6.7.1954, that grants "B or development staff 
which were previously decided as 112 of the total cost for 1953-54, should be 
rcstricrcd to I '3 for the year 1954-55 an3 I jq for the ycar 1955-56 and there- 
after no grant might be sanctioned. A sum of Rs. 7,06,637 was, thcrcfore, 
paid during 1955-56, to the State Governrncnts on account of subsidy for 
exployment of staff for the dcvelopmcrt schemes in 1953-54. 

7. The note has also been vetted by audit. 

(M. LhLL 
Joinr Secrrrary w the G a r ,  of Indiu. 



No. 7-34/58-LR 

Notefrom tkPMinuny of Food & Agr rculrure (Dcparrmcnr of ~ ~ r i c u l t u r e )  
purrwant to action takm on paras 162-164, a d  167 regarding Dzsposai of 

stores and loss in opnalion by nnu units in the C .T.O. 

Apnn from spare parts worth Rs .  42,26,303/- that had already been 
declared ~urplus and out of which sparc parts worth Rs. 10,20,359/- had 
been sald resulting in a net profit of Rs. 6,94,184/- spare parts worth Rs. 
3,18,262/- were declared surplus during the period 1st August 1956 to the 
30th September, 1958. 

Out of these, spnre parts of the book value of Ks. 1,91,o17 were sold 
for Ra. ~~68,3721- resulting in a net profit of Ks. 77,355/- during the year 
1956-57 (from ~ / 8 / 5 6  to 31/3/1957). 

Further, during the period 1-4-1957 to 6-10-1958, spare parts carrying 
r book value of Rs. 22,46,4331- were disposcd of for Rs. 17,413,2931- result- 
i ng in a loss of Rs. 4,98,140/-. 

From the above figures it would appear that the progress of disposal 
work has been stepped up and the Chairman, Central Tractor Organisation 
has prescribed the 31st December, 1958 as the target date by which the en- 
tire surplus stores so far declared surplus should be disposed of. 

Physical verification of all stores that were purchased from the Army 
Surplus has since been completed and all excesses and shortages will be 
accounted for as explained under para 163. As regards physical verification 
of other stores at the (Central Stores Depot) and the various field units, 
this is done regularly by the Verification Team. With the help of this 
team, entire stock of Stores both in the Central Stores Depot and the field 
units is verified at least once a year. 

Para 163 : Physical verification of bulk stores : 
Discrepancies to the extent of Rs. 2,07,268/- out of Rs. 3,23,241 have 

been reconciled. This reconciliation has been done against unaccounted 
for stores to the extent of Rs. 2,03,665 and against excess stores to the extent 
of' Rs. 3,6041-. I t  has not been possible for the Central Tractor Organi- 
sation to reconcile the remaining discrepancies. Since the remaining stores 
mostly consist of spare parts pertaining to obsolete machinery and equip- 
ment, the process of identification and reconciliation is considerably slow. 
This is for want of proper catalogues, spare parts lists etc. However, 
the weight of the unidentified stores yet to be adjusted is approximately 
equal to the weight of the items of stores remaining to be reconciled. I t  



ha therefore been decided that further effwts at identification and m n c i -  
liation of these stores should be discontinued, as the labour, expense and 
time involved arc not commensurate with the results. However, them 
is no net loss to the G o v m e n t  as the remaining unidentified items form 
only a minor part of the initial discrepancies and, further, there are ex- 
cesses to the extent of Rs. 3.06.669'- against the unreconciled discrepancies 
amounting to Rs. r,15,gf3!-. 
Para 164 : Disposal of nm-troccor.par~s-Speed of Disposal of surplus srwa 

A procedure is already in vogue of taking into account the storage 
charges before arriving at the net profit earned by the sole of tractors and 
non-tractor pans. These storage charges are mainly composed of pay and 
allowances of staff engaged in the work of storage and disposal of stores. 
No clement towards the interest is included since the Central Trnctor O r e -  
nisation dies not pay any interest charges on its capital with effect from the 
year rgjg-56 in accordance with the orders of the Government (Ministry 
of Finance). 

In order to speed up the tempo of disposal the Ministry are considering 
the granting of more powers to the Chairman, Central Tractor Organisation 
and the Disposal Committee in regard to the declaration of Stores as sur- 
plus for disposal. Steps have also been taken recently by the Chairman, 
Central Tractor Organisation to review the entire stock of equipment 
and stores with a view to determine the items of stores which can be dec- 
lared surplus. This review is almost complete and stores amounting to 
Rs. 1,83.233/- have been declared surplus during the period 1st June 1958 
to the 3rst August 1958. This figure is inclusive of surplus stores of the 
book value of Rs. 22,8501- borne on the account of the Ministry of Food 
and Agriculture (Department of Agriculture). 
Para 167 : Cost of operations 

It has been pointed out by the P. A. C. that in a big and old Orga- 
nisation like the Central Tractor Organisation there is much scope for bring- 
ing down the cost of operations so that benefits of tractorisation are avail- 
able to cultivators at a reasonable cost. In this connection it may be point- 
ed out that the cost of operations in this Organisation has no direct relation 
to the rates actually levied on the cultivators. With the very object of 
making the benefits of tractorisation available to cultivators at a reasonable 
cost the Government of India fixed the rates for kans reclamation at Rs. 
351- per hourlper acre with effect from 1955-56 and decided to subsidise 
the Central Tractor Organisation with the difference in the rates levied on 
the cultivators and the actual cost of operation. At the same time efforts 
have not been spared to bring down the actual cost of operations of the Orga- 
nisation also as the following table indicates : 

-------. 
Cost per Cost per 

Year acre 
- -1- -- - C l _ . ^ - . l _ _ _ _ _  

hour - 
1952-53 . 51-11 59'36 
1953-54 * 45 '78 50.30 
1954-55 . 47'59 54'70 
1955-56 . 49'85 52'57 
1956-57 . 42-52 58-37 
1957-58 . 39.39 55'37 

-- (provisional) (provisional) -- -- - 



It m y  be noticed from the above that both the cost per hour as arll 
m the cost per sm have come down rppreciably. The reduction in the 
coot per acre ham, however, not been as much as in the case of the cost per 
bour owing to the fact that the efficiency of the tractors has decreased with 
re* 

The reduction in the cost of operation has been due to the following 
f r t o m  :- 

( I )  Abolition and nonfilling of certain posts with a view to economy. 

(a) Modifications to the system of accounts carried out with the con- 
currence of audit with the object of making the accounts more 
realistic :- 

(I> From 1956-57 the pay and allowances of the technical staff 
engaged solely on the repair of tractors and equipment in the 
field units have been debited to the Repair Renewal Reserve 
Account instead of the Operation Account as hitherto. 

(ii) From 1957-58 the life of the tractors which had not yet com- 
pleted the previously stipulated maximum lifc of 10,ooo h o r n  
was extended to 12,500 hours. This had the effect of reduc- 
ing the rate of depreciation of the residual lifc of the machines 
which is debited to the cost of operations. 

The efforts at economy are still continuing and every attempt is being 
made to keep the over-heads as low as possible. 

I t  may also be stated that it would not be proper to compare the rates 
kvied by the Bombay Government with the rates levied by the Central 
Tractor Organisation since the Horse Power of the respective tractors used 
b the two Organisations may not be comparable. Moreover, the type 'J work done in the two Organisations and the system of accounting adopted 
ue also not similar. This has been seen by Audit. 

(KRISHAN CHAND) 
Joint Surecary to the Gwt .  of India 



New Delhi-1, the 9th December, 1958. 

Rote from the Minissry of Food 6 Agricvlwc (Department of Agrklrrar) 
purauat to action taken on para 170 and 171 of the 7th Repotr rqardi* 

Po~habhui Pruel Implrmmts Case. 

The question of obtaining any amount from M/S Pashabhai Patel & 
Co., Ltd., Bombay, has two aspects oix., ( i )  compensation on the ground 
that Government suffered a loss because the implements supplied were 
defective and the loss should be made good by the firm, and/or ( i i )  the firm 
should meet either in part of full the cost of rehabilitation of the imple- 
ments to make quite fit for the purpose intended. Again the amounts 
could be realised either on the basis of a negotiated agreement between 
Government and the firm or by Government taking recourse to legal pro- 
ceedings. 

2. Attempting to obtain compensation from the firm, under either 
of the alternative (1) and (ii) men tioncd above, by filling a civil suit was not 
ftaaible. This aspect was examined at length by Government and it was 
found that a suit of this type would not be maintainable. 

3 .  The only way in which a claim for compensation could be effec- 
tively enforced was thercfore by negotiation. Ncgotiarions were accord- 
ingly taken up. M,'S Pashabhai Pate1 & Co., Ltd. were not prepared to 
accept the claim that the implemcnts were not manufactured correctly ac- 
cording to specificalions a r d  that they were liable to pay compensation on 
thir gmund. Alternative (9 referred to in para I above had therefore to 
be entirely ruled out. Negotiations had thus to be confined to the amount 
that the firm should pay for rehabilitation of the implements. 

4. The amount of compensation that was finally agreed upon was 
mditioned by the extent to which the firm was willing to accommodate 
Government point of view and Government's inability to take r e c o w  to 
legal proceedings. 

5. I t  was finally decided to accept a sum of Rs. 3,35,650 from the 
firm to meet the cost of rehabilitation of the implements. The amount 
was worked out on the basis of (a) the estimates of the cost of rehabilitation 
made by the F.A.O. Expert, and (6) the number of implements actually 
available for rehabilitation. A categorical statement about the inadequacy 
of this amount for meeting the cost of rehabilitation of all implements cap  
not be made now as no wholesale rehabilitation has so far been taken up 
nor is it proposed to be done. The only thing that could be done at the 
time of negotiations was to make the estimates about the likely cost of re- 
habilitatim. Estimates could be made either on the basis of (a) total re- 
habilitation expenditure actually incurred on a small number of implements 



at ib) recommendations of the F.A.O. Expert or (c) a combination of (a) 
and (b). >The only ~~habilitatjon actually carried out related to the work 
done on 32 implemmts out of the 1250 supplied by the firm. The expen- 
diture on this work came to Rs. 83,076. This amount cannot however be 
taken ~d a ywd-stick for estimating the total cost of rehabilitation of the 
implements taken ar 8 wbole, The modification on the 32 implements 
waa to a great extent in the nature of expcrimmral work. Exploratcry 
work had to  he done on individual implemenls and the same implement 
had sometimcx to be given diffcren~ mo&fications whereas in the caoe of 
regular rchbilitation work only one particular modification would be re- 
quired on each of the implemmta. Thus the expenditwe on thid experi- 
mcntd modification was bound to bc high and the same cannot be taken 
as indicative of the likely cost of rehabilitation whm large-sale w x k  on 
pnviowly determined lincs ie carried out on the bulk of the implemts 

In the circumstances i t  was quite in ordrr to be guided by the recom- 
mendations of the F A 0  Expert with regard to the likely cost of rehabilitation. 
10 fect nothing has happened sincc to prove that the Expert's rewmmenda- 
t ione were wrong. 

Para 172 (ii) 
The praaicc has been dimmtinued already in the case of the Central 

Tractor Organisation. No ofioer of the Organisation now holds an cx- 
oficio poet in thc Ministry. 

This note heo been vetted by Audit. 

(KRISHAN CHAND), 
Joinr Sarstary to the Govc. of In&. 



APPENDIX XXMI 

Nore from the Ministry of Fooci Q AR+icultute (Department of Food) purmant 
ro actian taken on para ~n of the 7th Report regarding the payment of penal rent. 

In May, 1948, a quantity of I I W ~  balm (17.5 million yards approxi- 
mately) of surplus cloth purchased for a foreign cxwnlry during the period 
June, 1946 to January, 19.17 was rcpcvted by the Fwd Ministry to the 
Directorate General cf Supplics & Disposals for disposal. Out of this 
quantity, 4079 bales were at Bombay and the rest (6996 balcs) at Calcutta. 
In Bombay, the bales were stored in Government gcdowns, while at Cal- 
cutta, the balcs were stored in the Port Cornmissimers' transit sheds, as 
no other suitable storage accommodation w ~ s  available. Details of the 

, stocks were circulariscd by the Textile Commissioner to the Gmvernment 
and Semi-Government Indentors and on the basis of inquiries received 
it was expected by him rhat about !j,ooo bales could bc utilised for supply 
to Government Indentors. It was decided on 30-4-1948 that the priority 
indentors should fim be given a chance to take whatever they required 
and 2540 bales were disposed of during the period June to December, 1948 
to such indentors. 

2. Towards the end of 1948, the Textile Commissioner way confront- 
cd with various difficulties and complications in the disposal of the stocks 
on account of reimposition in July, 1948, of control on cotton textiles. 
The price policy lor the disposal of cloth decided in May, 1948 could not 
be applied and new prices had to be worked out for all thc items which took 
some monthe. The position of supply and demand of cotton cloth at the 
timc, happened to be such rhat more cloth was lying in stock with the mill 
than could bc lifted by thc States and Provinces for Civilian cmumption- 
with the result that the pace of disposal of this cloth slowed down ccmsi- 
derably. The Textile authorities felt that in the circumstances, disposal 
by tender or auction would have entailed considerable delay and also would 
not be in the bcm interests of Government. Early in 1949, after revised 
prices had been fixed in the light of the Control Order, the stocks on hand 
w a e  offered to the d i f f m t  State Governments for allotmtnt for civil con- 
sumption. As a consequence, the Textile Commissioner was able to al- 
locate 710 bales to Jarnrnu & Kashmir Government and 7370 bales to West 
Bengd Government by June, 1949, making a total of 10620 bales (includ- 
ing 25.10 bales d i s m d  of by December, 1948). The balance of 455 bales 
was also allocated by June, r 949 agdinst indents from the Burmcse Embassy 
in New Delhi and the Ministry of Labour. Thus by the middle of 1949, 
the entire quanitity had been dealt with and covered by either d i p p e d  or 
allocation to responsible parties . 

3. As againat the quantities allocated by the Textile Cornmissloner 
to the vanous indentors, approximately 10,000 bales were llfted and cleared 
fiom the godoms at Bombay and Calcutta by September, 1949, leaving 
en17 a small lot of 36 bales in Bombay and 1039 bales in Calcutta. Out 
of the quantity at Calcutta, 514 bales were taken over by the West Bengal 
Govtmmat by the middle of February, 1950. The Burmese Embassy 
reek &livery only in June, 1950 of the 350 bales allotted to them, an tb 



arnixi.1 bd to be pt-inrpeacd on acowDt of clmmgcd condition of the 
bkr. On accouat of the vlviovs twining mtnr bting clared, the Minio- 
rry of Labour cancelled their llequirrments and in oonrequenct, frtsh dis- 

action on the baler thm left over had to be taken by tbe late Ministry 
of Industry & Supply. The g o r i o l ~ ~  at Calcutta WM finally cleartd by 
Augwt, 19s:. 

4. The dispoeal of the textiles in the mwner adopted by the Tex- 
tile Commissioner actually rcsulted in a profit 39% over the book value. 

5 .  As regards the suggestion that the Food Department intlf should 
have diapmed of the tcxtilcg dixtxtly in the market, with the permission of 
tbe Dircctor General Supplica & Disposal, it is submitted that the subse- 
quent course of events over the following three ycars could not possibly 
have becn forcseen by thc Food Dcpamnent in April, 1948. Moreover, the 
Food Dcpa r tmt  would have taken on itself too mious a responsibility 
by independestly attempting to dis- of textiles worth nearly a crorc of 
rupecft, when it had no expert knowledge or experience of the textile bus i- 
ncso, and when there was a spcial Department of the Government of In dia 
dcaling cxclusivcly with textilcs. It may be pointed out in this connection 
that throughout the period of diaposal of the textilcs, senior officials of the 
Food Dcpanmcnt con~tantly contacted senior officials of the Texeile Depan- 
mcnr by D. 0. letten, and also by holding personal discwsions, at frequent 
in~ervals. Thc nccd to cnsurc quick disposal of the textiles was fully ap- 
pteciatcd by both the Dcpanrnents at all times. 

6. The financial accounts in regard to the transaction show that net 
profit of Iis. I 7.54 lakhs was made by the Government after taking into 
account all the cxpd i tu rc  incurred on the handling and storage etc. of 
the tcxtifes and also allowing for the interest on Capital invested. 

7. In the cirmtanccs, it is aubmitted that the manner actually adopt- 
ed for the dispooal of textiles d d  not result in any dircct loss to Government 
and ar such the question of fixing responsibility for any loss does not arise. 

Dsrsctm G w a 1  (Food) and 
Joint Secretary u, the Gart. of India. 







APPENDIX XXMII 

Note from the Minisrry of Health pursuunt to action taken on para 77 oj  
16th Report (1st Lok Sabha) regardiw losse~ in M .  S. Depots, Madras and 

Calcutta 

In order to avoid large accumulation of stockq in the Depots. the bn& 
of provi~ioning the requirements of the Depto has been revised from the 
year 1955-56. Prov~sioning is donc on the average issues made by the 
Depot during the past three p a r s  or the last 12 months whichever is lower. 

Perishable or life-dated articles required by the Depots are obtained 
on rate contracts or in instnlments and only quantities which can be wed 
up quickly are held m stocks thus avoiding excess stocks. 

A statement showing the losses incurred by the Medical Stores Depots 
i n  the dispsal of surplus stores is enclosed. 

V. K. B. PILLAI, 
Secretary. 

Statement showing the Jos~es incurred by the M .  S.  Depots in the disposal of 
surplus stores from 3 I - I 2- I 946 onwards 

Year M . S . D . .  M . S . D . .  M . S . D . ,  M . S . D . ,  
Madras Calcutta Karnal Born bay 

. records not 
available. 



MINISTRY OF HEALTH 
Note jrm the Ministry of Health pursrrrmr to action tokm or, para 181 of the 

7th Report regardrng mctron of a tenant. 
A Bombay firm dealing in medical and hospital appliances has been 

occupying a portion of the Factory Building at M. S. Depot, Bombay since 
1880 on a rental of Ks. 307 p. m. Papers prior to the lease which was to 
expire on 31-3-1942 are not available. The extension of this lease was 
agreed to on 8-3-43 by the late Supply Department for a further period on 
year to year basis subject to termination on either side by giving three month's 
noticc. At the suggestion of the Finance Department, however, and as the 
Depot had been in need of more accommodation, the question of termination 
of lease was taken up with the late E.H. & L. Department who decided that 
the lease should be terminated on 31st March, 1 9 4 .  According to this de- 
cision, a noticc was served on the tenants in December, 1943, by the Garrison 
Engineer, Bombay. On receipt of the notice, the firm represented to the 
D.G.H.S., as well as to the D.G.S. (MD), that as they were engaged in war 
work, they may be allowed to continue occupation of the building. After 
consulting the Supply Department, the late E.H. & L. Department agreed 
to extend the lease upto the 31st May, 1 9 4 .  

2. On receipt of this, the firm again represented to the E. H. & L. 
Department, and the Proprietor and Manager of the firm interviewed the 
then Joint Secretary of the late Health Depanment, who on the recommenda- 
tion of the Supply Department, decided that the firm should be allowed to 
continue the occupation of the premises till 31st March, 1946. 

3. In August, 1945, the firm made a request for the extension of lease 
for a further period of 10 years so as to enable them to take long term measures 
for developing the Industry. The matter was considered by the D.G.H.S. 
and the E. H. & L. Department and it was decided that such a long term 
commitment could not be made and an extension of one year only, upto 
the 31st March, 1947, was given. On reconsideration of the representation 

of the firm, the lease was extended for a period of 3 years from 1st April, 
1947 by the Ministry of Health. Meanwhile the old firm had been 
purchased by a new firm owned by some displaced persons. 

In July, 1949, the firm again approached the D.G.H.S. with the request 
for a further lease of 15 years. In  August, 1949, the question of enhancing 
the rent over the existing figure of Rs. 3071- p. m. was taken up in consulta- 
mtion with the C. P. W. D. The Executive Engineer, Central Division, 
Bombay, intimated that the rent of the new building of the same area as 
occupied by the firm was estimated to be Rs. 2524/8/- per month and 
Rs. 2401- and Rs. 601- for the electric motors. He was asked to indicate the 
rent that should be realised from the firm. He stated that the rent should be 
Rs. 6741- and Rs. 601- and Rs. 351- per year for the electric motors of 
10 and 5 HP respectively. Since the building was very old and in view of the 
long tenancy of the firm. the rents suggested by the Executive Engineer 
wve considered reasonable and the firm was informed of the fixation of the 



:urn rate on 18-6-1952. It appealed against the enhancement of the rent 
as their financial condition was not stable. They, however, again requested 
Tor extension for a period of five years, which was not acceded to. 

q, In May, 1951, there was little activity of the firm and as the accom- 
modation for Medical Store Depot, w a s  considered to be inadequate, it 
was proposed that no further extension of lease may be granted to it at the 
terminatiion of the existing lease and a three months notice given in accordance 
with clause 6 of the agreement. On the 29th December, 1951, a notice was 
served on the firm by the Ministry of Health asking them to vacate the 
premises by the 31st March, 1952. The firm represented to the Ministry 
against the termination of the lease which was rejected by the Ministry of 
Health. 

5. In March, 1952, the firm offered to vacate o small area on the first 
floor of the building which they were using as their stores and testing block6 
and requested that the remaining portion of the building may be leased to 
them for three to seven years. This space was not accepted as it would not 
have been of any use to the Depot. The proposal was considered by the 
D.G H.S. and the Ministry of Health who finally agreed to extend the lease 
by one year from 1-4-52 to 31-3-53 at a rent of Rs. 6741-per month and on the 
condition that the firm would vacate the premises on the termination of the 
lease. Since the firm did not accept, in clear terms the conditions for the 
extrlaslon. the Ministry of Law was consulted with regard to the question 
of the eviction of the firm from the premises. The Ministry of Law 
stated on 11-8-52 that notice already issued to the firm should hold good 
provided no rent had been accepted after the notice period is over and an 
ultimatum might be given to the firm asking them to vacate the premises or 
face eviction. The ultimatum was issued on 28-8-52 by the Ministry of 
Health. 

6.  S i n e  the firm did not vacate the premises on the expiry of the ul- 
timatum, the Ministry of W. H. & S. were requested on 2-6-53 to take ne- 
cessary steps for eviction. They suggested that as the Ministry of Defence 
was entrusted with the maintenance of the Depot buildinps, they should be 
asked to take necessary action to declare an officer of the Ministry of Defence 
as competent authority to evict the firm. The matter was referred to the 
Ministry of Defence on 20-9-52 and a prolonged correspondence followed 
regarding the declaration of the competent authority to undertake the eviction. 
In  the meantime the Depot buildings were transferred with effect 
from 1-4-53 from the Ministry to the C. P. W. D. T h e  Estate Manager 
of the Government of India at Bombay was finally declared on 11-1-53, 
as the competent authority for evicting the unauthorised occupants of M. S. 
Depot, Bombay. The Estate Officer intimated on 23-1-54 that the eviction 
of the firm had to be deferred as the Bombay High Court, has given a ruling 
in an indentical case in respect of the case between Narain Das C. Malkani 
v/s Union of India, that eviction under Governmmt Premises Eviction Act, 
rgso is not regular. In  view of this position the Ministry of Health 
informed the D.G.H.S. on 1-3-54 that nothing could be done at present to  
evict the firm from the premises of the M.S. Depot Bombay. Subsequently 
-the D. G. H.. S. obtained a copy of the judgement of the Bombay High Court 
in the indentical case of Mr. Malkani vls Union of India, and requested the  
Ministrg of Health to consult the Law Ministry as to what further action in 
the mamr could be taken. At this stage the Ministry of Law was again 
oonsubcd as ro the c o r n  to be adopted as it was suspected that the firm 



bad rublct part of the buildmg. They stated on 28-5-54 that it would not 
be my to prove that the firm were in unauthorised occupation of the premises 
unless it could be proved that they had sublet without the permission of the 
Central Government or of the competent authority the whole or any pan of 
the building or otherwise acted in contravention of any of the terms ex- 
pmsed or implied under which they were authorised to occupy the premises, 
and it would be difficult to evict them under Section 3 of the Government 
Prcmism Eviction Act, 1950. The Ministry suggested that a3 the firm were 
in occupation under cover of title and a suit for ejectment may be filed a$ s u p  
gmted by the Estate Officer. 

7. Instructions were issued in July, 1954 by the D.G.H.S. to the D.A.D 
G.(MS), M.S.D. Nombay to investigate this point. The enquiries were made 
with the help of the Superintendent, C.I.D. Establishment, and it was found 
that the firm had not sublet any portion of the building and no case for eject- 
ment could be made out on the plea of subletting or an assignment of lease- 
rights without sanction of the Icssce. On the advice of the Law Ministry 
instruction were issued by the D.G.H.S., to the D.A.D.G., (hlS)  M.S.D. 
Bombay on 26- I I -55 to contact the Solicitor to the Central Government at 
Bombay for filing a suit in the Civil G u n ,  Bombay for ejectment. 

8. While the case was under the examination of the Solicitor to Central, 
Government from November. 1955 and certain original documents wcre being 
procured for h ~ m  a new Solicitor was appointed on r 1-5-56 t o  replace 
the existing incumbent. He re-examined the case and in November, 1956 
advised filing a suit for ejectment of the firm. 

g. In the meantime the D.A.D. G; (MS) MS. Depot, Bombay, in- 
formed the D.G.H.S. that he understood that the firm was prepared to vacate 
the premiscs if the recovery of a portion of the arrears or rent is waived. The  
m o u n t  duc from ,the firm was Ks. 19,6481- at the original rate of Rs. 3071- 
pcr mensem. The amount would be Ks. 43,1361- at the increased rate of 
rental. As large amount of rent had to be recovered from the firm, the D.A. 
D.G. (MS) was about the residential addrcsses of the partners of the firm 
through the Police Commissioner (C.I.D.) Branch, the information has been 
passed on to the Central Government Pleader in the City Civil Court in 
June, 1958, for serving the writ of summons on them and he had taken action 
to serve summons on the parties concerned in the month of July, 1958. No 
date has yet been fixed for hearing of the case. 

Action to file a suit with reference to the recovery of arrears of rent is. 
being taken by the Central Gwernrnent Solicitor at Bombay. 

V. K. B. PILLAI, 
Secretary. 



APPENDIX XXX 

MINISTRY OF HEALTH 

Uotrf im the Ministrv of Hcdrh pursuunr to action rakm on para 183 o j  
the 7th Report regarding scheme for Cinchona Cultivation and p ~ c h o s e  of 
quinine substitutes. 

The Public Accounts Committee reiterated in para 78 of their Sixteenth 
Report the recommendations made hy the Quinine Conference and urged 
for an early winding up of the accounts of these schemes. They also wanted 
to know in due course, further develcpments in regard to the disposal of 
the remaining stocks of quinine after keeping a Central Reserve of quinine 
salts. 

2. The question of winding up of the Scheme also came up before the 
Quinine Conference held in October, 1955 at Ootacamund which made 
inter alio the following main recommendations. 

(i) It  ws recommended that the Central Government's scheme of 
cinchona cultivation in collaboration with the Government of Madras be 
terminated as early as possible, after harvesting the Government of India's 
share of bark grown on these plantations and converting the same into 
Quinine sulphate. 

( i i )  An assessment of all possible uses of cinchona alkaloids otherwise 
than an anti-malarial drug be made and explored by intensive research and 
otherwise and that the Government of India ,be requested to take necessary 
action. 

(iii)  The Central Health Education Bureau and State Publicity 
Departments should take adequate steps for popularising the use of quinine. 

( iv)  Steps may be taken by the Government of India to stop the import 
of synthetlc anti-malarial except to the extent of one-third of the annual 
requirements in terms of quinine in the country. 

The import of synthetic anti-malarials should be on Government 
account. 

3. The action taken on the above recommendations is indicated below :- 

Recommendation No. (i).-In view of the falling demand of quinine, this 
Ministry reiterated . in March, 1956 the need for gradually curtding the 
cinchona plantations and for regulating the manufacture of quinine with 
&reme to the prevalent market conditions. The  Government of Madras 
have already initiated necessary action in this direction and have stopped 
hvther cinchona plantations. Harvesting of the plants in West Bmgd'  
has finished and the Cinchona Fbrk obtained is being processed into qui- 
nine salts. Harvesting of the plants in Madras is still in progress and i t  



nitl take mother 2 or 3 y tv r  to oomplcte the conversion of the barlc iuto 
quinine ralts. It would financially be unsound at this state to wind up the 
scheme which has to be continued until all the plants in Madras have been 
hPrvartcd and processed for obtaining quinine salts. It is apected that the 
entire work of the atraction of bark on Government of India account will 
be completed and the Russian method scheme completely closed down 
within the next 2 or 3 yean. 

Recummendaria No. (ii).-This rccornmmdation was sent to the India 
Council of Medical Research and the Council of Scientific and Industrial 
Rmcarch for examination. The two bodies have suggested certain uses of 
quinine. The suggestions are under examination. One of the steps taken 
to stimulatc the use of quinine is that a number of preparations of quinine 
are being included in the National formulary now under compilation. 

Recommendorion No.(iii).-This hlinistry has already requested all State 
Governments to take necessary steps for the popularis  tio on of quinine in their 
medical and Public Iicalth institutions. The State Governments were also 
advised to use quinine as en anti-malarial except when a synthetic antimalarial 
was specifically recommended on medical grounds. The State Governments 
have issued necessary instmaions to their concerned officers for ppularising 
the  use of quinine. 

Recommnuiarion No. (iv).--Steps have already been taken to curtail the 
import of synthctic anti-malarials. The import quota for Paludrine is now 
only 5 per cent m d  that for other synthetic anti-malarials is only 40 per cent. 

A total ban has been imposed for the impon of quininc salts and cin- 
cho na alkaloids. 

The entire question of quinine and cinchona plantations was placed, 
before the mccting of the Central Council of Health held at Rangalore from 5th 
to 7th January, 1958. The Council suggested that as a result of the decreas- 
ing demands for quinine, the State Governments of West Bengal and .Mad- 
.a should take steps to put their plantations to other more fruitful uses. 

The stock of Quinine Salts in Central Reserve was lbs. 1jn90 approxi- 
mately on 31-3-1958. 

S. MULLICK 
Joint S m e m y .  



MINISTRY OF HEALTH 

Noteftam tht Ministry o j  Health pursuant to action taken m pura 184 of the 
7th Report rtgarding Subsidiary Accounts of the Central Research Insn'rrur, 

Kasavlt 

The prices of Anti-rabic Vaccine (Human and Animal) and Antivenom set- 
urn manufactured at the Institute were increased as follows from the 14th 
,January, 1953 :- 

Details of vaccine/serum Existing Increased 
Rate Rate 

I .  Antirabic Vaccine . Rs. o I o Rs. o I 6 
(Human) per C.C. 

2. Antirabic Vaccine 
(Animal) per 5 C.C. . R s . 0  7 o R s . o r o  6 

3. Antivenom serum . . R s . 3 1 2  o Rs .6  o o 
per tube 10 C.C. 

2. These increased rates were provisional and subjcc? to further revision. 
As a result of this increase of prices no loss was sustained by the Institute 
after 1952-53 as shown below :- 

Year Profit Loss 
RE. Re. 

1. 1952-53 . . 1,10,19q 
2. 7953-54 2330,983 . . 
3. 1954-55 6 9 3  1 . . 
4 7955-56 1,35489 . . 
5. 195657 1 ,o1,'$48 . d 

3. The question of further revision of prices of sera and vaccines, 
etc. is under consideration of Government of India. 

4, With regard to the commercialisation of accounts, the Comptroller 
and Auditor Gmeral of India advised in April,rg56, that in order to assess 
the true financial results of the working of the manufacturing section and to 
work out the correct cost of drugs etc., manufactured therein, a proper 
system of commercial accounts was necessary and for that purpose a simple 
cost sheet on the lines, say, of the Indian Veterinary Research Institute and 
Manufacturing, Trading and Profit and Loss Account and Balance Sheet 
should be prepared. This matter was taken up by the Director Gmeral of 
Health Services with the Accountant General, Punjab on 18-1-57 requesting 
him that an Assistant Accounts Officer rnighrbe deputed to the Institute 
so that the question of applying the various forms as well as the changes, 



i f  any, that would be necessary in the prcsent f o m  and the manna in which 
the work should be started at the Institute. In April, 1957 the Director 
General of Hcalth Sentices stated that the Accountant General, Punjab, 
expregsed his inability to lend the sentices of an Assistant Accounts O f i m  
and that the smicta of a Senior S.A.S. Accountant could be made available 
for appointment in the scale of Rs. p--Eloo. After consulting the Director 
of the Institute, the Dirmor  General ot Health Services submitted his pro- 
pea l  in June, I 957. On the 7th January, 1958, with the concurrence of the 
Ministries 3f Finance and Home Affairs, necessary sanction for the creation 
of the temporary post of one Askistant Accounts Officer was accorded. The 
Officer joined the Institute on the 21st July, 1958. 

5. Thepreparatinnof manufacturing, trading, and profit and loss 
accounts and balance shcet:for the manufacturing side of the Institute will 
now be takm up by the Assistant Accounts Oflicer. 



Cojy qf a letter from the Afirtisrn, of Irtfgation and Power pwsuant to action 
raken a para 197 of the 7th Report rqarding inrroduction of adminisma- 
rive audit systcm in the PUT~UW mltiptrrpose Rikcr Vallcy Projecrsfinanc~d by 
the Ccntre. 

No. 23(1) '5yPolicy .YELL' Delhi, the 2nd January, 1959 

From 

Shri K. G.  R. Iyer, I .  A. S., 
Deputy Secretary to the Govcrnrnent of India. 

All the State Governments. 

S U B J E C T - I ~ ~ ~ O ~ U C ~ ~ O ~  of Administrative Audit System in the various multi- 
purpose River Valley Projects financed by the Centre. 

I am directed to say that Public Accounts Committee at the Centre has 
been pressing for the last several years for the introduction of the Adminis- 
trative Audit System in the various river valley projects with a view to 
securing economy in expenditure and ensuring better technical and financial 
control on thc works of thesc projects. This matter has been under conside- 
ralion for some time past and the views of the State Governments have also 
been obtained. The Public Accounts Committee has now finally recommen- 
ded as follows :- 

" The Committee are of the opipion that it is high time that the 
Ministry laurched a system of administrative audit by technical 
persons on the various projects financed by the C e ~ t r e .  They 
do not think that the States would object to such a system being 
introduced in various projects". 

2. The Government of India have accepted the recommendation of the 
Public Accounts Committee and are of the view that the introduction of the 
Administrative audit system in the river valley projects is highly desirable. 

3. The Administrative Audit System envisages the establishment of 
an organisation under a Chief Technical Examiner for carrying out the in- 
ternal Audit of project transactions. Attention is invited in this connection to 
the recommendation made by the "River Valley Projects Technical Per- 
some1 Committee " in para. 157 of their report, a copy of which along with a 
note on the introduction of administrative audit system in river valley projects 
was forwarded to all State Governments with this Ministry letter No. 25 
(rz)/j6-Adm.-I dated the 30th October, 1957. q 



4. Govcmmart are of the vlew that the Quality Control Organisath 
in the projects can be cntrustcd with the work of administrative audit. 11 
may be recallcd that the State Governments were requested to set up Quality 
Control Units in the projccts under their administrative control vide this 
Ministry's letter No. tg(z)'57-Policy dated the 2nd July, 1957. This Unit 
should function directly under the C h i d  Engineer. Apart from quality 
Control, this Unit may perform the functions which, in the Central Public 
Workn Depanmcnt are the responsibility of the Chief Technical Examiner. 
The main functions of the Chief Technical Examiner are as follows :- 

( i )  Inspection of important works after completion as also during 
progress for ensuring. 

(a) Quality to specifications ; 

(h) Execution to schedule ; 

(c) No undue deviations during construction. 

(ii) Inspection of works carried out departmentally for ensuring 
no excersivc use of materials and labour ; 

(iii) Checking a percentage of concluded contracrs tbr ensuring 
reasonblc rates, no ambiguity in the conditions dcncripr ions and 
specifications with particular refercncc to negotiated contracts; 

(iv) Checking a percentage of hills afrer palmem with reference to 
measurcmcnt bwks, also excrcising a chcck on measurements and 
quality of works executed ; and 

(u) Gcnerally to help the head of the project and the audit on 
technical points in audit objections, draft paras, bills, contract 
etc. 

j. Considering the shortagc of qualified and experienced technical 
personnel, it is suggested that the Cost Section as well as the Quality Control- 
cum-Administrative Audit Section on each major river valley project may tn 
placed under an officer of the rank of Superintending Engineer who will be 
subject only to the authority of the Chief Engineer of the project. The func- 
tions of the Cost Section may be as recommended by the Rates and Costs Com- 
mittee (set up by the Ministry of Irrigation and power) in para. 5.19 of part 
of their report. The relevant para. is reproduced below for ready reference. 

"The Cost Section is to function as an independent fact-collecting 
agency and compiling data for presentation to executives 
in a form most serviceable to them. Its major objectives are 
(i) to furnish the maximum amount of information from both 
operation and cost angles, (ii) to present in the most practical 
way the facts that reveal actual performances and to aid in 
thc attainment of high standards of efficiency, and, therefore, 
of realisation of maximum economy, and (fit) to aid in deter- 
mining operational policies. In short, cost accounting would 
aim at accounts for operators and project managers instead of 
accounts for accountants. It is thus more an adjrlnct to Engi- 
neering Department, particularly of estimating and planning, then 
to the general accounting department." 



255 . 
The strength of the Cost Section as well as the Quality Con trol-cum- 

administrative Audit Section may be determined on the h i s  of the work- 
load on each project. 

6. I am to request that the State Government may kindly take necvssary 
steps to implement the above sugges~icns. T h e  receipt of this letter may 
please be acknowledged and action taken rtponcd to this Ministry in due 
course. 

Yours faithfully, 
K. G. R. IYER, 

Deputy Secretmy to the Gwmmenr of India.  

Copy to the Chairman, Damodar Valley Corporation, for favour of 
taking similar action in respect of D.V.C. projects. 

Copy to the Secretary, ~ o s i  'Rihand 'nhakra~Chambal~Koyna magar- 
junasagar Control Boards with the request that this matter may be placed 
before the Control Bosrds for the purpose of initiating action with regard to 
Administ rat ive Audit in these projects. 
Copy for information to : 

I .  Chairman, Certral Water and Power Commission, New Delhi. . 
2. All Sections concerned in the Ministry. 

K. G. R. IYER, 
Depury Secretary to the G m m n e n t  of India. 



APPENDIX XXXfIl 
Copy of a lcrrn from rhe Ministry of Irr&priolr and Power pursuant ro 

action rakm on para 198 of the 7th Report r~garding disposal and 
rransfer of surplus srores from the Hirakud Dam Projecr to otlter Projcct 
Adminisrtariom. 

No. 6(1)/58-Policy 
From 

Shri G. D. hhctrapal, I.A.S., 
Deputy Secretary to the Government of Inha.  

All State Governmenw. 

SUBJECT : "Drill" ,for rltc urilisation of servict~ablc surplus n ~ a c l h ~ y  
Sir, 

I am directed to refer to this hliniwy's letter No. 6 (20) '~5-Poliq dared 
the 15th February, 1957, with which a copv of n 'drill' for thc proper uti1i.a- 
rion of surplus equipment was forwarcicci r o  all State Governments. In this 
Ministry's letter No. 6 (to) 55-Policy datcd thc 6th h h c h ,  1957, State 
Govemments;Project authorities were furthcr rcque~tcd to cnwre that items 
of s u r p l ~ s  machinery, not required for use within a period of three months, 
are not retained for eventual ucc, hut are made available to other project 
authorities. These instructions wcre issued to ensure that the ~ i m u m  
use is made of the resources available within the country, and that costly 
machines arc not allowed to remain idle for m y  length of time. 

C 

The instructions also lay down that the settlement of the terms should 
not hold up the release of equipment. Experience has however shown that 
for a variety of reasons, considerable time lapses before an item of surplus 
machinery is put to use elsewhere. To obviate this delay, it has been sug- 
gested that project authorities should circulate pay, six months in advance- 
lifts of machmery and equipment likely to become 5urplus. The ~mplemen- 
tation of the wggestion would clearly reduce the period during which surplus 
equipment would lie idle, pending trancfer to another project. T h e  
importance that the Government of India attach to the completion within 
schedule of Irrigation projects which are directly connected with the country's 
effort to increase food production cannot be over-emphasi~ed. As the 
prospects of the present restrictions on the procurement of new equipment 
from abroad being relaxed are remote it is ab~olutely essential that every 
effort is made to put the available resources within the country to the best 
possible we. The Government of In&a would therefore, be grateful, if the 



State Govemments~ProJect authoritie would cooperate by giving effect to 
the above suggesuon, and issue necessary instructions to all concerned. 

The receipt of this letter may please be acknowledged. 

Yours faithfully, 
G.D. KSHETRAPAL, 

Deputy Secretary to rlre Govcmnrenr of India. 

Copy to Chairman, Central Water and Power Commission, New Delhi. 
Copv for information and necessary action to the Secretary, Damodar 

Valley CorprationlTungabhadra Board, Chief Engineer, Hirakud Dam 
Project:~Managing Director, National Projects Construction Corpox ation. 

Copy also to :- 
( i )  Chief Administrator, Kosi Project. 
(ii) Administrator, Nagarjunasagar Project. 
(iii) Secretary, Chambal Control Board. 
(iv) Secretary, Rihand Control Board. 
(v) Secretary, Koyna Control Board. 

T. R. BARKER, 
, Under Secretary to the Government of India. 



APPENDIX XXXW 

Note f r m  the Ministry of Laborn a d  Employmrru p u r m t  to at ion 
taken on para rw of the 7 th  Reporr stating particulars of the schemes which 
wne starred ~ ' t h 0 ~ t  cstcmates. 

The Mica Minw Labour Welfare Fund Act provides for the levy of a 
~ e c s  on all mica exported from India at such rates not e x c e c d i  six and one 
quarters per cent ad valorem as may from time to time be fixed by Govern- 
mmt m d  for the co.tstitution of a Fund from the procxds of the a s s  so 
collected. Tnc rate of levy so far has bcen a I 12% ad vaforem. The Fund 
18 intended for the fitancing of activrties to formula~e the welfare of labour 
employed in the mica mining industry. 

a. The following statement indicates tnc income and expenditure of 
the Fund since, 1-4-1~5a to 31-3-1957: 

---- - " -  - -  " - -  - 

S1. Year 
Nod 

Total 'Total Balance 
income Expenditure at the 

to the of the close of 
Fund Fund the year 

Ks. Rs. Rs. 

3. The Coal Mines Labour Welfare Fund Act, 1947 provides for the 
levy of a duty of excise on all coal and coke desnatched from all collieries at 
such rates not less than four annas and not more than eight annas per ton as 
may, from time to time be fixed by Government and for the constitution of a 
Fund called the Coal Mines Labour Housing and General Welfare Fund from 
the proceeds of the duty PO collected. The present rate is 6 annas per ton. 
The Funu is for financing measures for promoting the welfare of labour 
employed in the Coal mining indusrry. The duty thus collected is appor- 
tioned between two accounts, namely the Housing Account and the General 



Weliiue Account. The present ratio of apprticmment is 31:6. T h e  
follownng statement indicates the income and expenditure of the Fund since 
I-4-19Sa to 31-3-1957. 

S1. Year 
No. 

Total Total W a n  ce 
income Expenditure at the 
to  the of the Close of 
Fund Fund the year 

Rs. Rs. Rs. 

4. The amounts of cess Collected under Mica and Coal Mines Labour' 
Welfare Funds are in actual pracrice merged into the Consolidated Fund of 
India and arn,>unts required each year for welfare scheme? are appropriated 
by way of grants votcu by the Parliament. It may be seen from the statements 
of income and expenditure of both the Funds that the annual expenditure 
from the Funds incurred so far w;& generally less than the annual income 
except in 1953-5.) and 1956-57 mainly due to the investments made out of the 
balance. of the Housing accounts. The nature of welfare measures is 
such that it is not possible to spend the annual income during the course of 
the year itself and it has to be spent in a planned manner. There have 
been, therefore, accumulations of yearly balances which have to be utilised 
in future vears in major items of cxpenditure, such as, housing, education, 
water supply, medical care etc. As separate proforma account of the receipt 
and expenditure cf the Fund are maintained, there i s  no question of lapsing 
of the amount budgetted for in a particular year but not :pent during that 
year. 

5 .  Detailed notes on the constitution and administration of the two Funds 
are attached. 

6. The question of utilising the accumulated balances under both the 
Fun& for welfare schemes is under active consideration. During the S e w d  
Five Year Plan 30,000 houses for coal miners at.e proposed to be constructed 
directly by the Coal Mines Labour Welf' Fund, the estimated cost of which 
is about Rs. 10 mores. Of these, 10,- houses will be built during rgjS-jg 
at a cost of Rs. 3,30,11,900 and as provision of Rs. I -50 mres has been made 
in the Budgct for 1958-59. Budgetting Officers have been instructed to  ensue 
that the grant sacctioned for any financial year is utilised as far as practicable 
within the same year. A copy each of the annual report of the two Funds for 
1956-57 is enclosed. 



It has been aatcd in the detailed statement of expenditure cn imponart 
new works at pp. 12--15 of the Approprimion Account for 1953-54 and 
at ~ p .  19-21 of the Accounts for 1954-55 t h ~ t  no specific provision was made 
in thc budgel for the ori ir al worh dctailcd therein. The actual positioc 
is that thc ptocrcdun: for su L ision of list of New Major Works was introduced 
cnly with cffcct from thc year 1937-58 and prior tc this year the corsoli&ted 
pmnt uscd to bc djstributcd among thc tarious walks by the Coal Mines 
Welfare Commissioner undci Rule 84 (i) of thc Gcncral Financial Rules 
(Vol, I). Provision had also bccn made in thc budget for the various items of 
w o r t  mcnt ioncd rind Govcrnmcnt also accorded the ncccssary administra- 
tivc approval and cxrcnditure m a i o n  in mpcct of each of the =cs refcmd 
to. The statcmmt attachedshows the communications in which such approval 
and sanction w. givm. Howcvcr, no such spccific provision was made 
in thc Budgct bcforc 1957-58. 

2. As alrcady statcd, thc nccxX.cary cxpendirure sanction for the works 
were amrdcd in all thmc cam. Prior tcchnical sanction could not howcver 
bc obtained by thc Gjal Mincs Wclfarc C~~rnrnissioncr bcfon: undertaking 
the work on items 3, 5 ,  6, 7 wd 18 cf 1953-54 and items, I, 4 and 9 to 1 1  of 
1954-55 in vicw of the urgency to stan the work and of the fact that such 
sanction had to be obtaincd from thc Chicf Enpinccr, Gntral Public works 
Ilcpeltmcnt, in the u k n c e  of thc Supwintending Enginc~r under the G ~ a l  
Mints Wclfarc Fund Orgunisat ion. In thc casc of itcms 6 , 7  and 18 of 1953- 
54 the only cxpcnditun. which was incumd during the year 1~53-54 related 
ro preliminary survcys and acquisition of lmd and rhc qucstion of tcchnical 
sanaion did not srisc in those ascs .  For thc rcasons stated ubovc technical 
sanctions could not bc obtaincd but thc cxpcndilure had even to be i n m d  
in subsequent pnrs in rcspcc-t cf itcms 7 and 18 of 1953-54 and item 10 of 
1954-55 in vicw of thc urgency of thc work. Ncccssary technical sanction is 
being obtained now. 

NEW DRLHI; (P.M. MENON), 
Dated the 24th September, 1958. Sencraly to the Government of India, 

Ministry o j  Labour and Employment. 

GENERAL NOTE ON T H E  WORKING O F  T H E  MICA MINES 
LABOUR WELFARE FUND ACT, 1946 

The Mica Mines Labour Wclfarc F w d  Act, 1946 which applies to the 
whole of India except the State of Jammu and Kashmir is intended to provide 
for wclfare amenities like education, medical care, housing, water supply 
etc., to workers employed in mica mining industry. 

2. Finance of the Fwd. The Act provides for the levy of a duty of 
excisr on all mica exported from India upto a maximum rate of 6 *% od 
oalorem. The present rate is 2 ad valorem. The collections are 
distributed for expenditure on welfare measures among the various mica 
producing areas in p r o ~ o r t h n  to their average production. 

3. Administration of the Fund. As required under the A a ,  the Fund ia 
administered through the Advisory Committee constituted in Bihar, Andhra 
Pradesh and Rajasthaa which are tripartite in character. With the merger 

A f  Ajmer with Rajasthan a new Advisory Committee is being constituted for 
Rajasthan . 



sl 
4. Medicul fucilith. Following medical institutions have so far bcen 

established under the  Fund. 

( I )  One 50 bcd hospitol at Karma (Bihar) 

(12 Kalichedu. 
(ii) Talupur . 
(iii) Sydapuram. 

5 in Rajasthan: 
( t ]  Amli. 
(it] Bagox. 
(iig Bernali . 
(iv) Ropa. 
(v )  Lam-sardargarh. 

6 in Rihar : 
(i ' Bcbour . 
(it] Dhorakola. 
(iii) Dhab. 
(iv) Bendro. 
(v )  Charkapathal. 
(vi] Parsabad. 

(3) Mobile Medical Units: 
Kalichedu-Andhra Pradesh . 
(4 Mandal. 
(ii) Bhilwara. 

I 
(iir7 Gan gpur . i Ra jasthan 
(iv) Kishangarh. 
(v) Ajmer. I 

Karma ,Bihar. 

(4) Maternity and Child Welfare C e n t ~ s .  
Kalichedu. 
Talupur. 
Sydapuram. 
Utukur. 

Amli. 
Bagore. 
Bemali . 
Ropa. 
Lawa-Sardargarh. 
Ajmer. 

Dhah. 
Dhoralrola. } Bihar. 



Sanction hrr batn scaordtd for the oonuruaion of a hmpitd buildin 
u Kafrchcdu. It is dm p m p r d  to rc( up a 15 bed hospital st Tisri ( ~ i h a r f  
ond to amnruct a 30 bed hospital at Gangput (Rnjaath). 

In August, 1957 sanelion was accorded to the estrblishmcnt of two Ay- 
urvcdic Diofxnarics undcr thc Fund in Bibar. 

Anti-malruimpcrstion a n  bcing curried out in Andhra Prcuieoh and 
Bihar. 

5. Assistanc~ ro T.B. partenu. Action has been taken to get 8 beds 
rarcrvcd in T.R. Hmpitsll, Ncllorc for the exclusive uac of mica miners. 

With a vicw to nfli~rding financd relief to the dependents of mica miners 
who arc suffering from T.R .  u porpsal for thc grant of subsistence allougna 
at Rs. 50;- p.m. to thc cicpcndcnta of m u  miners who arc suffering from 
T.B. and arc undcr twarrmnt In the T.B. Ward attached to the Central 
Hospital, Ksm hne btcn sancticmcd. 

6. Educarronal fankrrcs. Thc fdlowmg mstttutions provide educational 
facilities to mica mlncn' chi1drc.n and adults. 

( I )  Six Illcmcntary sch(w1s ruld onc Micidlc schcx,l at Kalichedu in 
Andhru Prrrclesh. 

(2) Six primary schtwls In Rihar ut Khijuri, Smkh, Khorkotta, Chark 
bsjundi w d  Rhendari. 

(3) Pour s c h i ~ ) h  und t ~ o  mulri-~)urposc mnlrcs in Knjasthnn. 
(4) Four multl-purpow wntrcs in Rihur, 12 adult cdwatlon cmtm 

in Kajuthtrn unti q Wclfan. Cent= in Ajmcr. 

In all the schtwh in Ancihru Prudcsh the children are provided facilities 
likc frw midduv me&, milk, txh,ks and slutes. Sanction was also accorded 
m t l y  for pnjviding milk uncl tiffin (othcr than awkcd fwd) to thc children 
of mica mincrs attending thc multi-purposu. institutions of thc Fund in Bihar. 

A Boarding Homc is also run at Sydapuram for giving boarding and 
lodging Sucilirics to thc childrm of mica minc labuumn studying in the District 
Board High Schocd, Sydapurm. Sanction wns also ncccmicci for the free 
supply of' one sct of h s  to each of the children of mica mine labourers 
studying in elcmcntnry schools. 

7. Schoiar~hps jot miners' childrm. In Andhrn Pradesh scholarships 
arc grantcd to the childnn of mica minc labou~ers studying in Higher Ele- 
mentary Schools and Colic gcs for thc pmsccution of their studies at the rates 
grantcd by the State Government in Hruijan Welfare Department. 

A new schcmc has bcxn sanct ioncd for the grnnt every )zar of ten scholar- 
ships of Rs. 20'- (Rupw twnty) p.m. cach for general education and t m  
scholarships of Rs. 30,'- (Ruptl2 thiny only) m. cach for technical education 
of thc chi ldm of mica minm in Bihar. & s~rcholarship will be awarded 
fmm the 1st April, 1958. 

'8 .  Recrarioncll focilinir.-Threc mohile cinema units, two in B i b  
.ad one in Rajasthnn give frce shows in d i t f ~ e n t  mining centres. 16 Radio 



sets in B*, 7 in Andhrr m d  8 in Rajasthan provide remation for miners 
and their families. Bhajan parties and recreational c l u b  have been set up 
in different mining areas. Annual competitive sports are organised at 
dirrmnt places. 

g. Water Sup&.-Three wells in Bihar, t h m  in Andhra Pradcsh and 
two in Rajasthan have been sunk from the resourns of the Fund. TWO 
wells in Rihar have been sunk by the owners of miners under a subsidy scheme 
(under this scheme the mine owners who sink wclls in acxordancc with the 
plans and specification appmved bv the Fund art entitled to get a subsidy 
qua1 to Rs. 75001- per well or 73 0/0 of the cost of construction whichever is 
less). Two wclls under this scheme are p ropwd to be sunk in Andhra 
Pmdesh. A pilot scheme for the supply of g d  drinking water in the mica 
fields of Bihar by pumping out water from wells and transporting it in jnps  
and trucks has been introduced. 

10. Housing /Milicies.-In order to improve the position of housing of 
mica miners a Subsidised Housing Scheme was sanctioned in June 1953. 
for the bendit of workers in the mica fields of Bihar. According to this 
scheme, mine owners who constructed houses according to the plans and 
specifications prescribed by the Mica Mines Labour Welfare Fund were 
eligible to subsidy qua1 to 2o0& of the cost of construction subject to a 
maximum of Rs. 2801-. An enhanced subsidy equal to 25 of the cost of 
construction subject to a ceiling of Rs. 3501- per houqe was also announced 
in respect of houses, applications for which were received by 15-10-53 and 
the construction of which was completed by 15-10-54. As the response to 
this Scheme was not encouraging, sanction was accorded in 1955 to the intro- 
duction of a'subsidy-am-loan housmg scheme. This s;hcm?,is on the lines of 
Industrial Housing Scheme of the Ministry of Works, Housing and Supply. 
This scheme was extended to all places. There is provision for the construc- 
tion with both of one roomed and two roomed houses by mine owners accor- 
ding to plans and specifications laid down in the Scheme A subsidy equal 
to 25?, subject a ceiling of Rs. 5 h i -  and a loan equal to 37 I /20/, ?f the cost 
of construction, subject to a maximum of Rs. 8401-, would be paid for one 
roomed houses. The subsidy and the loan for two roomed houses would also 
he on the same basis, though in that case the ceiling of the subsidy would be 
Rs. 735i- and for the loan Rs. I 102181-. This scheme has also not found 
favour with the mica mine owners. The question of increasing the subsidy 
from 25 O,, to o o A  is under consideration. No expenditure has been in- 
curred by the Fund on the schane. 

I I. Dtfliculries in utiItj,tion of the bdgetced mounts.-Money iI3 
provided in the budget in anticipation of the mica mine owners taking full 
advantage of the welfare schemes. Due to the lack of response from them 
there has been large surplus in the budget in respect of money provided 
for the construction of houses for the miners and for the sinking of the wells. 
The surplus is also due to the delay in the Fund. Some delay inevitably 
occurs in issuing sanctions for constructional works as the various authorities 
like the Central Public Works Department, Ministry of Health, Ministry of 
Finance etc., are required to be consulted. Every endeavour is being made 
to check excess budgetting 

NEW DELHI, P.M. MENON, 
Doled the yrh Spumbcr. 1958. Secremry , 

Minisny of Labour and Emplqymmt. 



GENERAL NOTE ON THE WORKING OF THE COAL MImS 
LABOUR WELFARE FUND ACT, 1947 

The Cosl Mines Ilabour Welfare Fund Act, 1947 which applied to the 
whole of India except the States of Jammu and Kashmir is intended to provide 
for welfare amcnirm like cducat on. mcdi~lll a r c ,  housing water supply, 
ctc., to colliery Iabour in ma1 mining industry. 

2 .  finance of chc Fund.-The Act provides for the levy of a duty of 
excise on all coal nnd coke despatched from all collieries at such rates not less 
than four annas and no1 more than eight annas per ton a$ may fram time to 
time be fixed by Government. The prcsmt 'rate is 6 annas per ton. The 
duty thus collected is apponioncd between two accounts, ma., Housing and 
Genenil Welfare Accounts. The present rate of ratio is 31 : 6. Upto the 
year 1956-57 this ratio was 2 : 7. 

3. Adminisrration of rhr Fund.-As required under the Act, the Central 
Govcrnmcnt have constituted a Coal Mines Iabour Welfare Fund Advisory 
Committee and a Coal Mines Isbnur Housing Hoard to administer the Fund 
end alm appointed a Coal Mines Welfare Cummissioner and the necessary 
staff for supervising and carrying out masurcs financed from the Fund. 

4 .  Medical lac-ilirics (Hospirul~ U T I ~  I)i~p~rtsczries).-A grant-in-aid equal 
to the c e s ~  calculntcd at thc rate of 8 pics per ton on thc clcspatches of coal ar 
coke minus the cost of recovery or [he actual amount spcnt on maintenance of 
dispcnsnry services, whichever is less, is paid to the collicn owners maintaining 
dispensaries of the prescribed stand~rd.  

Following medical institutions have so far been established under the 
Fund:- 

( a )  Central Hospitals . ( 1 )  Dhanbad. 
( i f )  Asansol. 

(h) Regional Hospitals-cum-hlat- ( i )  Karrns. 
ernity and 'Child Welfare ( i i )  'l'ism. 

Centres. ( i i i )  Sursolc 
( iv)  Chora. 
(v) Jamai. 

(c) Dispensaries . ( i )  Bhuli. 
( i i )  Mugma. 

(d) T.B. Clinics . ( i )  Katras. 
( i i )  Scarsole. 

Regional Hospital-cum-Maternity to Child Welfare Cerptres at following 
places are under construction :- 

(i) Dhanpuri in Vindhya Pradesh Coalfield. 
(ii) Phusro in Bokaro Coalfield. 
(iii) Naisarai in Karanpura-Ramgarh Coalfield. 

Rehabilitation centres for disabled coal miners have also been attached 
t o  the two Central Hospitals of the Fund. 

5. Assittunce to T.B. patients.-Besides the two T.B. Clinics of the 
Fund it is proposed to construct two T.B. Wards with roo beds each in the 



campound of each of the taro Central Hospitals at Dhanbd and Asansol. 
T.B. beds have also b e e n ~ m c w e d  at the following places for frre.matmmt 
of 4 mines workers including their families. 

: i )  Pcncfn Road Sanatorium (Korea Coalfiel&-6 bcds. 
(89 Government T.B. Sanatorium, Chhindwam (I l lodhp Pmrlwh 

Coalfields)-- hcds. 
(119 Christian h'lission T .B .  Sanatorium, Jorhat. Asnm-5 beds. 
( i t!)  Nowgong T .R .  Hospital (\.'inclhya Pmilcsh)-5 M S .  
(0 )  h4:lhaclcbi Birln T . R .  Snnnttlrium. Nnmkum, Rsnchi-I I beds. 
(c.11 Ram Krishna hlission T.R. Silnstorium. Runchi- 50 kc!s 

A proposal to construct a ro-bctl ward at Sumhnlpur in Orissn Coalfield 
it under cc-rnsiclention. T h e  tlccision of the State <;ovcrnment rtgtlrding 
the maintenance of the ward is awi t cd .  

.4 schcmc has also been snnctioncrl in July 1937 unticr which the dependents 
of those coal mines workers suffering from T . R .  who have got admission in 
the T.R. Clinic under the Coal hiines Lahour Wclfarc Fund or in the 
different sanatoria where beds h ~ v c  hccn rcscwctl hy the Funti will bc given 
subsistence allowance upto a limit of Rs. 50,- pcr month for a maximum 
period of six month. 

There is a proposal for introducing a system of domiciliary treatment for 
the coal miners. 

6. Housing facdities (Hntstng Scizcm~s).--In 1950 a subsidised Housing 
Scheme was sanctioned undcr which colliery owners ccrnstructing houses 
according to approvcd plans and spccificati~ns were allowed subsidy cqual 
to 25 O,, of thc cost of constructi(,n of a housc subjcct to a ceiling of Rs. 7501- 
per house. Upto the end of Januaq 1958, 1.623 houses have becn construc- 
ted under the scheme out of 2,805 sanctioned. As this schcmc did not prove 
a success, a revised subsi,liseA Housing Schcmc was formulated in 1954. 
This schcme provided for ps!mcr,t of a subsidy equ:ll to 25 % of the cost of 
construction or a sum not exceeding Rs. 7351- per house and a loan equal to 
3 1/29; subject to a maximum cost of Rs. 7,102/8/-. Upto the end of January 
1958, 1414 h o u m  have becn constructed unrlcr this Scheme out of 3,677 
sanctioned. 

The  response to the above two schemes was poor, as it mostly depended 
on the cooperation of the employer. A New Housing Scheme has, therefore, 
bcen recently sanctioned Uuly 1956) under which the Fund itself will cons- 
truct houses on the sites provided by the colliery owners near their collieries. 
Only maintenance of houses will be the responsibility of the mine owners. 
T h e  scheme provides for the construction of 30,000 houses during the next 5 
years, a sum of Rs. 3 .30 crores has been sanctioned for the construction of 
10,000 houses during 1958-59. The  actual expenditure during the year 
shall, however, be limited to Rs. 1 . 5  crores. 

8. Welfare facilities (Multi-purpose Institutes).-With the aim of making 
workers literate and useful members of the society, education of workers is 



undertaken by the Funrl. For this puqmc, a number uf Mdti-  u 
Institutes comprising Addt  Education and vcm-cum-childrtn be= 
Centres havc been m a b i u h d .  So far 62 Institutes havc been sanctioned out 
of which 44 are functioning and the rest are in the process of being establish- 
ed 

8. Warm Supply.-The Fund hns sanctioned grants-in-aid to various 
Stare Governmmts for conducting surveys for the impmvment of water 
mupply position in coal mining areas in addition to the assistance available 
under the National Water SU ply and ,Sanitation Scheme (Rural) of the 
Ministry of Health. Schmc For digging wells in various coalfields undrr 
which the Fund will pay grant to the collicry owners upto an cxtcnt of 50% 
af the cost ham been nanctioncd. 

9. Schlanhips for m i w s '  chr1drm.---Fifry,acholarnhips for general educa- 
tion of Rs. 201- per month each and twenty two scholarships of Rs. 301- pcr 
month each for technical education including medical studics have h e n  
sanctioned for the miners' childrcn in the diffemlt coalfields. The rules 
govcming the grant of scholarship will be as follows:- 

(I] Scholarships shall bc granted by the Fund to sons and daughters 
or dependent boys and girls of a pcrann employed in n coal 
mine to perform any Jillcd, unskilled, manual or clerical labour, 
otherwise than in a position of supcnision or mnngement 
whose average monthly earnings did not excccd Rs. roo/-: 

Provided that in the case of a person crnpl(yxi in undergrnund workings 
of P coal mine, the ubovc rcstriction may be rclexctl at the 
discretion of the Cmal Mines Welfare Cmrnmissioner. 

( i i )  The np lication for grant of scholarship shall be accompanied by F satis actory evidence in regard to the a p  of the student and 
monthly earnings and occupation of hls/her father or g u a r  
di an. 

(iii) Scholarships shall be paid monthly for a period not exceeding 
one year and may be renewed on application. 

( iv) Scholarships shall be grnnted from the date of admission of the 
student mto an Institution or from the date of its sanction by 
the Coal Mines Welfare Commissioner, whichever is later. 

(v) Students who ,'' ' * pass the final examination and were not 
promoted to higher class or standard shall not be 
entitled to an) .ip unless rtcommenderi by the Dis- 
t r i a  Etlucatior, v such other Educational Officer as 
may be specified aal  Mines Welfare Commissioner. 

(oil In the case of student. .o could not sit at the examination and 
were therefore not p n  .noted to the next higher class or standard 
a scholarship may be granted on the recommendation of the 
Head of the Institution conccmeri. 

(cis3 Students who receive scholarship or stipend fim any other 
s o w  shall be granted a scholarship to the extent that the 
Fund's scholarship exceeds the other scholarship or stip- 
end. 



(riii) T h e  scl.cl,orshir grxttcd by the Fund may be reduced or can- 
celled a l tcp ther  if' the genenl  conduct of thc boylgirl or his/ 
her progress in studics is not f h n d  satisfactory. 

10. d\fonthly a l l m a m c  & s;lrolilrs/aips fur &padcnrs of workers killed 
i n  ouidcnts m minu.+) A monthly allowance of Rs. 101- per menscm to 
be given to the widow of every decxasd worker for a period of two years; 

(ii) .4 scholarship of Rs. 51- per month to be given to each of the children 
of  the deceased workers attending school for a period of three ycm. 

I r .  Training s c h e  for Wdfurc Pmsomttl.-In the Second Five Year 
Plan there is refcrenlr to a scheme regarding training of welfare personnel. 
T h e  entire expnditure on the scheme will be bornc by the Coal Mines Labour 
Welfare Fund. The  detailed syllabus and other matters arc at present 
being finalis4 in consultation with the Coal Mines Welfare Commissioner. 

12. Truitaiq Scharc for Crcclrr urrendmcs.--A scheme for training of 
creche attendents was started on 1st August, 1950 and uptil now 10 batches 
of trainees numbering 408 have completed the training. 

13.  Lhfficulrrts in urili.arton of the htriigesred awiormrs.-The success 
of the welfare schemes undertaken by thc Coal hiines Labour Welfhre Fund 
depends to a Inrge cxtent upon the co-operation f'rom the colliery owners. 
Money ic prcnxkd in thc budget in ant~cipatinn of the collicry owners taking 
full advantage of the udfidre schemes. Hut the extent of response from 
thtm ha\ not heen satlsfactorv. Thus there has been large surplus in the 
budget in respcxt of the moncy providd for the construction of houses for 
the c o d  mint-rs, for giving pact-in-aid for providing maintenance of dis- 
pensary service\ etc. To obviate these difficulties, it has now been proposed 
to construct houses directly by the Coal Mines Labour Welfare Fund and 
as such rt 15 cxpc-cted that the moncy provided for in the budget will be uti- 
lbed in full. 'I'cr provtde medical facilities to the coal miners, it is also pro- 
posed t o  construct more hospitals by the Fund. However, some delay in- 
ev~tubly accurs in Issuing sanctions for constructional works as the variour 
authoritim likc the Central Public Works Ilepartment, Ministry of Health, 
~Minlstr?; of Finance etc., are required to be consulted. Every endeavour 
IS being made to check excess budgctting. 

SEW DELHI, P. M. MENON, 
Secretary, 

Dared the, 24th S~ptember, 1958. Ministry of Labour & Employment. 













APPRNDIX YXXV 

.NOIL" frum the .Minimy tlf Rc~ilayvs pursuant to atim taken on para 201 of 
the 7rh R t p r t  rqurhng  misrlppropriorion of Giwcn~rnmr rnortql and srarcrr 

' l3e  Disapline and Appeal Rules applicable to Kailwq sermnts are 
under rcviston rmcf 1t i~ ptopnsed to incorporate in thc revised chapter on 
D i ~ i p l i n a n  Rulcs, ptovicicms similar to thow contained in thc C:ivil Services 
(Classification, Control CL Appeal) Kulcs. 1957, in regard to the procedure 
for taking disciplinary action against atficcrs lent bv the Railways to other 
Departments or bomjwed by the Railways from other 1)spartmcnts. 

As rt;dr;i~ i'l: iniiividual employee of the Central 1hilw:iy (Shri . .  . . . 
. . . )  who wds on deputation with the Alln~stry of Labour a n ~ i  Employment 
as Deputy .Manager of the Inductr~al 'rraining Institute at Aundh and through 
whose l ~ ~ i t y  of superv14on certain d ~ f ~ ~ l c . l t ~ c ~ n \  in the store\ anti accounts 
were alleged to have becn committed, the matter wt~s cnqu~rctl into by the 
Central Railway Administration and the Enqu~ry  Ofliccr g ~ v c  his finding 
as under :- 

(i) Thc  loss in this case is not recoverablr from Shri.  . . . ... . . . . . . 
(ii) It  is not possible to fix the exact amount recoverable from him; 

and 
(iii) The  actual defalcation was committed bv another and Shri .  . . . 

fdult appears to have been 1,tck of sulficient supervisory 
control. 

In v~cw of the above finding of the ISnqulr?. Officer, the competent 
author~tv ciec~ifed that Shrl should bc cenwrcd and warned that a 
yen. scnou\ wew would be taken of any lapse o n  his part in future. T h e  
d e c l w n  of the competent authorirv has becn conveyed to Shri. . . . . . . . . . . . 



APPENDIX KXltM 

(DIRECTORATE GENERAL OF RESETTLEMENT AND EMPLOY- 
MEXI3 

MINISTRY OF 'L~BOUR AND EMPLOYMENT 
Note from the Minktry of Lohour & E m p l o y m r  pursuant LO acrion token 

a para 201 of the 7111 Hepart r~gardlng mlsapproprrcum of Gm~mmntr 
mary a d  srures 

'Thc facts of the caw were ~ntlrn~ted to the P.A.C. In a self-contarncd 
note dntcd 21st hlarch, 1958 prmted a4 Appcndlx XLIX in P.A.C's Seventh 
Repn Vol. I 1  (Second Lok Sabha). In  para 201 of their Sewnth lieport 
Vol. I Second 1,ok Snhha [on thr Approprtatton Accounts (Civil) 1933-54 
and rg54-.(5 and Audit Kcporr (Chvil) 1956, thc I3.A.(:. dmircd to know the 
findings of the 1)cpurtmcnriil Ihqulty tnmtutcd apain\t the officer concerned 
and thc disciplinary action takcn agrunst h~n l  by the Railway authorities.] 

2. l'hc Ikportmcntal enquiry ofticcr ubscrvcd as fbllows :- 

"I hold that (Shri. . . . . . 1 has failcil t o  carry out the dutics cn- 
trusted to h ~ m  in  rcspcct of' store\ and the stock of manufacrurcd 
products satiufactorily h y  not maintaining proper check and 
vigi1:~ncc over the atcrrc accounts. Laxity of supervision has 
finally resultcd in serious irrcgularitics nnd lnisapproprietlon 01 
Government propcrty and moncy by fidsification of accounts. 
Had propcr vigilance bccn exercised there could have k e n  no 
opportunity for misappnyriittirm and thc monetary loss to 
tiovernn~ent could h n t ~  heen avoided." 

3. He did not, howcvcr, hold that the loss of Rs. 1,550-2-3 had become 
recoverable from the Deputy Alnnnper for the following-reascms :- 

( i )  In many cases it appeared that false entries had been made bx the 
stores clerk afler the check was carried out by the Deputy hlana- 
ger . 

(i i)  The false entries had bten made by the Stores Clerk on the folios 
in the ledger where no physical verification certificate had been 
m r d e d  immediately below the last entry or where the certificate 
had been recorded the enmes were made between the last 
envy and the ccrrificate. Entries had almost been squeezed in 
a fashion which leau to suspicion about their authenticity. 

!in) The enuies appeared to have been predated so as to give an 
impression that they were recorded prior to the date of certificate. 
If they w u r  made prior to the cenificate being signed they would. 
have been recorded on the line below the last entry. 



( ir)  It is difficulr to say when exactly the cntries were made before - 
or after the departure of the Deputy Manager in July, 1952. 

In view of the Enquiry Officers' finding that :- 

(I] he does not hold that the loss of Rs. x,~jc-2-3 is recoverable 
from the Dcputy Manager; 

(ii)  it is not possible to fix the exact mount recoverable from him; 
and 

(iii) as the actual defalcation was committcd by another and the 
Deputy Manager's fault appears to have b m  lack of' sufficient 
supervisor?; control. 

T h e  Central Railway, Bombay decided that the Deputy hianagcr should 
bc censured und warned that a wry  serious view will b~ I .ikcn of' my lapse 
on his part in future. Thc  dccisiun of the competent outhonity ha,  been 
conveyed to the Deputy h i m q c r .  The  censure and warning has been 
recorded in Service Register of thc Dy. Managcr & copy alro kcpt in his 
confident in! Kcport filc.. 

The  actual defalcation was committed by the then Storcs Clerk of the 
Institute agdinsr whom a prosecution wus launched and he was smtcnced 
b y  the court to eight months rigorous imprisonment and dismissed from 
scrvice. 

'This 'Note' h a  been seen hy Audit. 

Sd '-  (S. ARDUL QA1)IK) 
Director-General of Resettlement and Employ- 
ment & Joint Secretary to the Goor, of India. 



Nore /ram rhc Mrn~sny o/ Lobnrr & E m p l o y m r  purruanl to actmn t a k a  
un p r a  203 of t h  7rh Report regord~rq ernplgtmenr o f  l a b m  cmrracrorr 

lhrough the ugency of Empluymenr f i i ~ h a q c r  

DIRI!CTI'OKA'I'E! GENERAI. OF RESETTLEMENT 
AND EMPI,OYMEN'T 

'I'hc Public Account.u (.i)mmirrcc in thcir Fifteenth K e p r t  on thc Ap- 
propriarion Accimtlts (Civilj I 953-5 I and AuJit Rcport ((.;ivil) 1952 rccom- 
mcndcJ thiit "thc Mini5try of Works, Housing and Supply snd other spending 
Minis~rics l ~ k c  rhc Ihilwavs, I k f ~ n c c  and Ibsts mci 'I'clcgraphs Dcpwment 
should, in consultiition with thc Ministry of Labour. cxaminc thc proposa! 
to insert n mand:~tory clause in 311 thc con:racts coming within thcir purvicw 
whcrchy rhc contraaors should nciiif'y vacar tic, f t r  \ hc T~mplu1;m.m: E x -  
changes". Acconlingly thc Ministrirs of VC'orks, Fl~~u.sing ancl Supply, 
T)cfencc, Hailway.t, (lommunicat lonr. Irrip,r~ ion anc! l'o\rcr , Iron and Stwl.  
and I'roJuction wsrc rcqurstcci to cx;iminc thc ri.iomm,.nJ~tion mcl to 
intimate rf~cir  vicws on thc mattcr 3% ~ h q  wcrc ~ o n i ~ r n o J  \ ~ i i h  thc crnplkby- 
mmt of lahour t hrough Gmrrac.~trl;. i .lilnisr ri:s of I'rti,iuc~ ion . 
Stccl, CA)rnrnu~~ica~ical~, Xlinc.; and I:ucI, 1rrigi1;i~m :inL! I'owcr ag rcd  i < )  
the p r o p c d .  'I'hc Ministry ot' %'(irks, Ilcuhing ; . I I , ~  Suppl!. intima!ed that 
as ugrccd lo in n meeting held wirh thc C:cintr:~ccc~r\ t i )  notif- vucmcic.s 
Bmploymmt k?rc!~nngcs without thc ohliption on tllclr p:tri 1 0  rccruit labour 
thnwph thc 1i.uc.huny~~. 'I'hcy, however. c i j J  nor agrc.c lo ini,ludc such a 
clause in the Ccntral Public Works Ikpartmcnt (irnrrac~s. The  hlinistry 
of Communications nvwd in principle to the proposal but did not issue 
instructions to thcir subordinute orpmisntions. i iq  suih specific instructions 
were not circulntcd by other cmploving .l\inistrics. 'Thc Directorate-General 
of Hesettlcment and Rmploymcnt revicwcd the position in hlarch, 1958 
and decided tir hold an intcr-Ministerial n~ccting to discuss thc whole ques- 
tion. T h e  meeting was hcld on the zznd April, I y X .  It was agreed in 
the meeting that a provision could be made to compel thc C~ntractors to 
notify thc vacnncies to the I~mployment Exchanges though there might 
be difficulty in introducing a clause in this rcspei7 in the contracts. The  
representative of the Ministries agreed to examine this question further and 
communiatc their decisions to the Directorate-Gcncral of Resettlement and 
Employment. 

The  following is the sumrnnry of conclu~ic~ns'rccommendations of the 
h Report of the Public Accounts Camrnittee on the Appropriation Accounts 

Civil) 1953-54. 1954-55 and Audit Report (Civil) 1g56-Part 1 reads as (" 
under :- 

"The Committee art not satisfied with the reaction of some of the 
Ministries to their proposal for inserting a mandatory clause in 
all the contracts corning within their purview whereby the con- 
tractors should notify the vacancies to the Employment Ex- 
changes. They feel that with a view to making the Employment 



Exchanges an effcccivt Organisation and ensuring pmper utilim- 
tion of the manpower rcsourccs in the country, the Ministry of 
Labour should once again draw the attention of the Minis- 
tries concerned to the basic principles underlying the rccommend- 
ation made by the G)mminec and impress upon them the de- 
sirability of implementing it es fu as pmsible." 

The above recommendations were also brought to the notice of the 
employing hlinistries. The final opinion of the various Ministries in this 
connection is given in the attached statement. 

As recommended by the Shiva Ran Committee in their report in 1952 
this hlinistn has proposed to bring in lcrislation by which the employerS 
would be required to notify to the Esch:~.~;cs (without obligation to recruit 
through them) all vacancies other than those of unskilled categories, those 
of a very tcmpornry duration, and those proposed to be filleif hv promotion. 
This legislation is expected to accelerate the process of the util~wtion of the 
Exchanges and giking the Exchanges an opportunity to rccommcnd suitable 
applicants registered with them against vacancies that mav hc avnilablc in 
the country. It  would also enable the Exchanges to obtain a good cienl of' 
specific information rcpardinp the employment necds and trends :ind ns~ist 
them in adjusting the surpluzes and shortnps in general. 

The Cabinet has approved the proposal for legislation on the above 
Lnes on 18-12-58 and the necessary Hill is in the process of drafting in the 
hlinistn of Law. It i5  intended to introduce thc Hill, if possible, during 
the next Session of the Parliament. 

Sd:- (S. AI3DUL QADIR)  
Director-Gcneral of Rescrtlcmetlr and Etrtplr!vtnent 

L* J o i ~  S c ~ r c r ~ ~ r y  to C ~ C  Gnvcrnrncnt c , f  Indra. 

'4 s t a t m m t  shouvng the up-IO-durc p o s i t m  vls-a-w\ oarrous Mrnirrries 
of Gmvnmetrr of Indru rc~ardlnq the rrc~rnm~miatron of the Publrc Accounts 

Cmmzt tec  about rnsertum c , f  a mandatory clausc in all Government 
contracts about notrficatron of vacanrres to the Employment Exchanges 

I .  Afinistr): of Commerce and In- The entire question of the method of 
dustry. recruitment to be followed by under- 

takings under them at  all levels will 
be considered by the Production and 
Training Committee of the Project 
Coordination Committee and till then 

. this Ministry would like to reserve 
its comments on the proposal till 
the Sub-committee finalise their pro- 
ceedings. 

2. Ministry of Works, Housing It has been decided that while commu- 
and Supply. nicating acceptance of tenders to the 

contractors, the Executive Engineer 
should attach a slip requesting the 



c ~ n a a c t o n  to notify the vacancies 
for labour to the Emplo~mat Ex- 
changes of  ti^^ a m  concerned. 

In oo far as the conaacu of Directorarc 
General of Supplies and Dispasals 
are concerned, the mandatory clause 
m n m  be incorporared without the 
~mnpmt of the rmntractors. 

3. Ministry of Stecl, Mines and Xot agreeable to enforce;this provision 
Fuel. 

4. Ministry of Kailways (Railway 
Board). 

5 .  Ministry of Irrigation and In view of the proposal of introducing 
Power. compulsory legislation of notification 

of vacancies to the Employment Ex- 
changes, the introduction of a man- 
datory clause will not wrvc any useful 
p u p s c .  

6. Ministry of ncfcnce . . 'I'hc matter is still under considera- 
tion. 

7. Ministry of T m p o n  Br (hm- Thcrc has been no reply so far 
munications. 



APPENDIX XXXVIII 

Note jrm the Mmistry of Rehubtlirarwn pursuant to arion takcn on para 
ao of the 7rh Report (1st Lok Sabh)  reprding rm*im o f  more important awlit 

ohjt'ct~ons 

This note deals with para 20 of the Sixteenth Report, Appropriation 
Accounts (Civil) 1951-52 and Audit Report 1953 & Audit Kcpcm (Civil) 
1954-Pan-I. Vol. 11-Appendices which runs as follows :- 

"The hl inistn should undertake a review of the more important 
audit objections which revealed leakage of Government money 
and gross mismanagement on the part of the administrators of 
the various camps rn consultation with the Accountant General, 
Food. Rehabilitation, & Supply and see whether they could fix 
responsibility on particular individuals and determine thc action 
to br taken against them." 

2.  .4ccordingly, a tentative list nf 20 important audit objections was 
compiled by this hiinistry and referred to the firmer Accountant Cieneral, 
FOOJ. Iichabilitution 8: Supply, New Dclhi, for approval. At his sugpx ion  
and as a result of discussion in a meeting with his rcprescntativc. certain 
addition\ and deletions were made in the provisional list, which was ulti- 
mately finaliscd in August I 956 in consultation with the Chief Audit Officer, 
F. I < .  & S. (now I).A.I:.II.S.(:.S. Li. hI.). In thc final list the total number 
of obiection\ to be reviewed, was 30. 

3. 'l'hc rcvleu of 29 ob jca~on \  o u t  of 30 objections has since bcen carried 
out uith n view to determining whether responsibility could be fixed at this 
stage for the irregularities involved. and the rcsult thereof is indicated in 
the cncloscd eleven Xotes. Thc  re\iew of the remaining one objection 
could not be carried nut for want of the relevant papers, which arc not readily 
available 

4. These Sotes have been vetted by the Director of' Audit, F.R.S.C 
S. & M., S e w  Delhi. 

NEW DELHI ; 
Dattd the 16th December, 1958. 

(I) Audir objection No. I 

(DHAKMA VIKA), 
Secy. to the Govr. of India. 

Non-production of population registers etc. at Relief Camp in PEPSU 
involving an expenditure of about Rs. 4.62 lakhs. 



(111) Pocll oj the caJc- 
The erstwhile Pcpsu Govcmmcnt had intimated to this Miniguy that ' on apcnditure of a h u t  Rs. 4.82 lakhs had been iniurrcd at the Relief 

Camps, I k r a  Baba Jassa Singh, Dukhniwam, Arnkhas Gardmr and Relief 
Officc, Petiala, from 1947-48 to 1949-50, and that Audit had disallowed 
rcimhurscrncnt of this expenditure to the Statc Government because the 
rclcvant record could not be produced. The  State Government explained 
that the records rclnring to the IIelid Camp, I>ukhniu;iran. were washed 
away in heavy rnins and flords in 1949, and that the rccords of the remaining 
three inrrtitutions wcrc l o ~ t  while shifting the otficc of the Director of Re- 
habilitation from the Statc Secretariat to the Army Ifcadquarters. A case 
wus elso rcgistcrcd with the Police which remained "untraccd". 'The State 
Governmcnt ~ I s o  aswred US that they wcrc satisfied that the loss of records 
was accidental and not delibcrnte to cover up any possible misappro- 
priation, frauds or othcr irregularities. The  possibility of sabotage was 
also ruled out. A clcrk Sound nt fault for negligence of his duties was 
dismissed from scwicc which punishmcnt was considered sufficient to meet 
the ends of justice. 

2 .  'I'hc muttcr was f'ully considercd by this Alinistry In consultation 
with thc Alinistry of 1:innnc.c a d  rhr State (;ovcrnmcnr was asked to rc- 
view thc CiISC again, and if thcy wcrc hatisficd, t o  fi~rni\h the following ccrti- 
ficurc to cnuhle this Ministry to consider the question of  regularisation of 
expenditures :- 

(a) 'I'hur tllc cxpcnd\tux ~ h i m ~ d  f t v  rc~mhurscmmt was a~uually 
incurred on thr  ttcms in rcspcct of which thc c la~m had h m  
prefcrrcd 

( h )  'I'hut the ucrual cxprndlturc o n  pur~.hltx ot foodsruf:~ etc. w u l d  
havc trccn morc it' rhc camp Inrn,itrs had bccn ~ssucd rations at 
thc scales la14 down hy thc ( i o v c ~ n m c ~ ~ t  of India 

ii) 'rll:~t no loss appcared to 1w involved due to non-production of 
rccords and tiiilure of the establishrncnt 

3 .  On rccclpt of thc rcqui~itt: ccrtificutc from thc Stiltc (iovcrnmcnt 
the cxpcnditurc to the cxtent of Ks. 4.61~06  ut against thc total claim of 
Rs. 3-83  lakhs \\.as udmittcd and was rcgulurised, condoning thc irregularity 
of non-maintenance of accounts with the ccmcurrencc of the competent 
financial authority. 

As rhc irregularity had occurred ut the amps under the control of the 
fonner 13BPSU Ciow-nmmt and the  relevant recolb  of the case were also 
with them, the Statc Gowmm-.nt was requested on 19-2-54 to  review the 
whole matter in rerms of the recommmdations of the Public Accounts Com- 
minee in consultation with the Accountant General concerned. It has 
now been reported by the State Government that further investigation made 
in the matter revealed that the loss was only accidental and not deliberate 
and ,was not made to cover embezzlement, fraud or irregularities and that  
no question of sabotagi: was involved. The State Govenunent however, 
dismissed one clerk who wa! found negligent in the maintenance of t he  
record. 



(11) Brief purficulms of the oiyec-ti- 

Non-maintcnancc of acyount. in r e  ct of supplies of fi.wdstufts made. 
to Rclicf Camp, Bantwa (Saumhtrafe invoking an qxnr l i turc  of 
Rs. 25,561 91-. 

(111) F a m  of the car+ 
Cxrtain irrqgulxitics had ociurrcd at the Rclicf Carny, Bontwil (Suu- 

rashtra) during thc period from hlarch to J u ~ c  194s. in rc1:ttion to thi. main- 
tenanm of prop!- accounts 01' fwdstutt's for disr~lacc~tl persons. 'I'llt oficcrs 
seemingly rcsp~nsiblc for the irrc.gularitics a i z .  thrcc I.)ircctors, i i ~ n ~ p  (.c~m- 
mwdant and Assistant Kcfugce Oficcr, wr1.c usked to furnish thcil espl* 
nariun. On rcc~ipt  01' thosc rxplwations it Ivas fi)lmd that two out ot' the 
fivc othccrs were not in scrvicc ivhcn the ii-rcgulnritic~s hud occ-urrtd. In 
consultation with thc hlinktiy of Home Aflhirs it ~vas dccidcd thut thc re- 
maining three officcrs shi~uld hc chargi.-shccted. 'Ihc drafts ot'thc proposed 
charge-sheet5 were seen and npptovrd by the IAW hlinistry. - 

2 B'hcn thc rcplicq to thtb charge-sheet: v r r c  rcce~vcd froni tfic officers 
concerned. thcy wcrc cxamincd fully in all aspects in consultation with 
Ministry of Finance and thc conclus~on rcnchcd Itus that nonc of' them w&s 
at fault. Seccsyary sanction to condone thc non-maintenance of proper 
accounts. W E  thercforc, issucd w ~ t h  the concurrcncc of the Ministry of' 
Finance. 

.4s all aspects of thc ca5c had received due attention of the Ministrq 
~t w s  dxidcd that t h x c  was no need to pursue this matter further. 
(I) Audrt Objt~ction No .  3 
(11) Britf particulm of objection- 

Non-maintenance of distribution accounts of' rations at Palitana Camp 
(Saurdshtra) involving an cxpcnditure of about Rs. I .18 lakhs. 

(111) Furs  of the CUSP 

In their Insflcction Rcport for the period March to October, 1948 Audit 
had pointed out that proper accountc for the di~tributirn of rations valued 
at Rs. I -18 lakhs had not bccn mintained by the "Mandal", who were ad- 
mir istering the Palitana Camp. As sati,.facrory explanation was not fur- 
n~shed by the State Governmert umcemcd, the reimbursement of the ex- 
penditure held under objeaim was not authorised although thc claim was 
pressed by the State Govcrnmcnt. 

(IV) Resulr of the review- 

As the expenditure was incurred at a camp not under the control of the 
Central Government and its reimbursement had not been admitted in Audit, 
the State Government was finally informed on 22-10-52 that their claim. 
could be considered only when satisfactory accounts were roduced for 
audit purposes. The matter was then closed and till now the tate Govern- 
ment have not received the reimbursement. 

sP 



!(r) Audit + c t i a  No. 4 

(IT) Briej particulars of objection- 

Srrinua shortages in Rtorcs at Relief Cam Jammu and non-main- f;l; tcnancc of pmptr acmuntrl, involving low of . 9,6771-. 

(111) Facts of rhc ruse- 

The following irregularitien wcrc rcported by Audit through their ~ r i o -  
. dical Inqxctton R:p11:t9 fo- .March ioqy and Dcccmbcr 1949 : 

(a) The  ton's rccc~vcd ar Nagrota from Pathankot for displaced 
pmmq w:re mn:,i up w~th  the ?tore< rcccivcd from the (:entral 
Storeu, J,~rntn,l arl4 on phnical verification certain c t o m  wcre 
f.,unci in c u c w  anJ O ~ ; I C I T  \hart T h e  net shortage amounted 
to I t . .  2,677'- 

(h )  S l ~ o ~ a c . ~  rcprcwntinp thc win trjtal ot' v:arious C-rors und o m i s -  
sions In hdi~nci,~g ctc , ~,rvdvtng a losu of Ks. -,m - werc charg- 
ed off. 

( I V )  Krsult of llrr rtwicw- 

2. 'She Mii~istry ww of thc view that thcsc irregularities did not occur 
as a rcsuJt of any wah-JL~icintcntion on thc part of thc camp st& hut wtn. 
due to the unprccedrntcd nxqnitudc of thc probli: 1'; wi::~  n!-i.i> they werc 
fucrd wllile loi~king after thc imn~cdiute needs of 30,000 displaced persors 
ldgcd  in thc c m p .  

3. Noncthclcss the qucstion of instituting judicial proceeding against 
the ofActrs otmcerncd, WJ.; also c,,nsidered in mnsultation with the Law 
Miniwy who were of the opinion that in the circumstanc~s explained no 
case c~ulcl be m3de out either for criminal prosecutiw or for civil action. 
It was, thcrcfore, c,mcludcd that the matter need not be pursued further. 
Neccssij regulurising orders were issued by the hlinistry under their 
own powers, in jmuiry 1 9 ~ 5 .  

( I )  Audit Objecciun No. 5 
(11) Brief paniculan of objection- 

Detailed accounts in respect of the advances amounting to Rs. 6,830,'-, 
' made during 1947-48 & 1948-49 for the purchase of cmtain stores at the 

Alexandra Docks Camp, were not produced for audit purposes. 



011) Facts of the case- 

According to the report of the Collector of Bombay and Bomba Sub- 
urban District, received through the Government of Bombay, the {ills in 
final adjustment of the advances were duly presented in the office of the 
Accountant General, Bombay. by the late Dircctw of Evacuation, Bombay. 
Unfortunately the ofice copes of those bills, and other rclcvunt records 
(which were transfcrrcri to the officer on special duty in this Ministry an 
the final c t r~ure  of the Dirc~mrote of Ilvacuation on 30-9-48), with the help 
of which it would hnve bcen possible to establ~sh that detailcd accounts of 
t h e e  advances were duly furnished, w e e  not tractable from thc record. 

2. In these circumstances, the Accountant General, Bombay, by whom. 
the bills were reccivcd and finally passed, was rcqucsted to make special 
efforts to trace those bill\. It was not plwsible to communicate to h ~ m  thc 
number and &ate and other rclevimt particulars of the bills, which would 
have fxilitated their tracing, but the Accountant Gcneral wns informed 
that the bills could be traccd by consulting his rccord pertaining to the brief 
period from Fcbruary 1948 to September 1948, during which they were 
presented and consequential adjustments carried out. 

3. The Accountant General, Bombay, after due investigation intimated 
that as the vouchers for the year 1948-49 had k e n  destroyed, it was not 
possible to furnish the rcquircd information. 

4. In view of the peculiar circumstances of the cam, it was suggested 
by this Ministry to thc Chicf Audit Officer, Food, Rehabilitation & Supply 
New Delhi, that the objection may be settled on the basis of a certificate 
of disbursemmt from thc Collector concerned, to the effect that to the best 
nf  his kwwlcclge all aJva:lces were finally acljustcd through the bills pre- 
scntcd in the ofice of the Accountant Ciencral, Bombay. This suggestion 
was, htrwcver. not accepted by him on thc grt~und thdt non-production of 
accounts will involve relaxation of financial Rules. 

(IV) Result of the reviaw-- 
It would appear from the facts stated above that there is no evidence 

on record to sh )w th& the rclcvant accounts were not submitted by the 
authorities concerned. Besldes, the matter relates to an organisation which 
was closed long ago and the staff retrenched. In these circumstances it 
is cowidercd that any action to fix responsibility for the irregularity is not 
possible at this stage. 

(I) Audit objection No. 6 

(11) Brief particulars of objection- 
Over-payments of cash doles etc. amounting to Rs. 45,6351- to the 

dis laced persons in the Relief Camp, Faridabad, during the period from 
10 P 49 to 9/51. 
367 (Aii) LS-19. 



It waq found that the following overpayments of cash doles w a e  made 
to the various categories of displaced persons at the Relid Camp :- 

(a) her-paynmrt of Cash  doles (Rr. 22,610) 

( i )  "Pen Registen" which were thc basis for the pavment of 
cash doles at the prescribed scales, did not show the date of' 
binh in many cases. 

(it") No allowance was madc to take into account the incrcase in 
the ages of the inmates each ycar, with the result that payments 
umtinucd to be made to the doles at high rates than would 
normally have been due. 

(b) Oom-pa-ymcttrs r o  students, old and infirm persons (Rr. 23,0251-) 

(i) 'lhe displaced pcrsons who were declared as 'aged' by the 
Camp Commandant were entitled to the cash doles, hut in 
large number of cases no such declaration was obtained. 

(11) A n u m \ w  of di~placcd persons wcrc paid n s h  doles without 
being medically examined in thc first instance as also to those 
who were found medically fit. 

( i ~ i )  Payments were madc to thc students without obtaining school 
cenificatc from the Head Master. 

2. The various points raised by Audit were examined iwdetail at high 
level and the following remarks wcre communicated to the Chief Audit 
Officer, Food, Rchabilitution and Supply, New Delhi :- 

(i) Orwpqymcnr of Rs. 22,610/-. 
3. The prescribed rates of a s h  d o h  wcre :- 

Rs. 
per month 

( I )  Upto the age of 6 months . 14 
(2) Above 6 months and upto 5 years . 24 
(3) Above 5 years and upto 8 years . I 4  
(4) Above 8 years and upto 12 years . 15 
( 5 )  Above 12 years . I7 

The Audit objection relates only to the second, third and fourth age 
group mentioned above, which implies that payments in respect of the 
first and the last category were found to be in order. Furthermore, even 
if birth dates were not given. approximate ages were indicated in the registers, 
as evidenced from the audit objection itself. More than that was neither 
possible nor practical in the circumstances of the case. Displaced persons 
lodged in the camp belonged to poorer classes and being illiterate, could 
not be expected to give exact birth dates of every member of their family. 
Possibly in the case of unattached women and orphans, approximate ages 



were @VUI by the camp officials themselves, which the doles might have 
quationed later, eithw because they were not exact or appmximate; or did 
not entitle them to a higher scale prescribed for a different age p u p .  

4. Thus, either on thc score of accuracy or expediency, a dolcc adopted 
a convenient but plausible age p u p  and the camp administration was unable 
to allow matters to come to a head merely on this issue. Consequently, 
the anomaly arose not due to the negligence or malafide intentions, but 
partly due to the pe~vliar circumstances then prevalent in the crimp life and 
partly due to the intrinsical inhibitions of the structure of sales prescribed. 
Nonetheless, the scheme operated both in favour and also against the in- 
mates, although the camp authorities had failed to record, periodidlv. the 
increase in the ages of the displaced persons. 

The over-payments were made on the basis of the 'local orders' issued 
by the then Camp Commandant to the effect that he had been vested with 
full powers by the Ministry of Rehabilitation to sanction cash doles for dis- 
placed persons in the camp, on merits of each case irrespective of age etc. 
thus relaxing all the formalities prescribed under the earlier references of the 
hiinistry. Copies of these local orders were also endorsed to the Concurrent 
Auditor and accepted by him without question. 

6. Assuming, however, that the audit objections are valid, it was not 
possible in the very nature of things to observe the formalities alluded to 
in the objections. It was not necessary to obtain a declaration from the 
prospective dolee that he was really 'aged', if the Camp Commandant could 
himself certify that actually he was one. Similarly, it was not necessary to 
go through the formalities of a medical test, if the 'unfitness of work' was 
apparent even to the naked eye of a layman. Some of the Army Officers 
posted to the camp belonged to the Army Medical Corps. Lastly, it did 
not seem fair to premise that where such technical formalities were not 
observed, the beneficiaries concerned were all necessarily ineligible, and 
consequently all payments made to them really constituted 'over payments', 
although in some cases doles are reported to have been paid to those also 
who were found medically fit. The circumstances in which it was done are 
not known to the Ministry. It is, however, presumed that there must be 
some strong grounds for it, and it would have been done on the authority 
of the "local orders" as referred to above. 

(IV) R w I t  of the review- 
Taking into account various pros and cons of the case this Ministry 

came to the conclusion that the authorities concerned could not be blamed 
for these irregularities. The position could be appreciated better by bearing 
in mind those difficult days and also the fact that the relief camps in earlier 
stages were administered by military personnel who were not so very con- 
versant with the niceties of rules and regulations. 

( I )  Audit ob-Jecrions No. 7 to 25 
(XI) Brief pmticulms of objections- 

Irregularities involving non-maintenance of accounts in respect of 
supplies made to various relief camps etc. for distribution among displaced 



pmona as per list compiled by the late Accountant G m d ,  Food, Rehabili- 
tation & Supply, mde his letter No. OAR-2(17)1111/1381, dated the 27th 
A u p t ,  rg54. (Anncxurc '0'). 

(111) Facts of the cart- 

In August 1954 the late Accountant General, Fwd,  Rehabilitation & 
Supply r v n e d  19 cases of ncm-maintenance of accounts at various relief 
camps to this Ministry for investigation and determining the financial impli- 
a t ion  of each care. After careful consideration and due dclibcrations, 
the Ministry came to the following conclusions :- 

(a) Some of the irregularities reported wcrc not of n seric~us nature 
and related to the period ns fhr back as 1948. 

(b) The conditions prevailing in thc initial stapcs of relief operation5 
were such that proper maintcnnnce of accounts, was vcry difficult, 
if not, impossible. 

(c) The Camp authorities conccrncd wcrc mllcd upon to undertake 
a twk of stupendous magnitude to provldc imrned~atc relief to 
multitudes of distrcsscd displaced pcnons t t h ~ i t ~  m\olvcd handl- 
ing of enormous quant~ties of f w d  stutL. mcd~cal supplies etc. 

(d) The trained pcrsonncl for proper and efficient functioning of the 
camps could not bc made nvnilahlc and thc stat1 actually employed 
was drawn from among thc uprwtccl d~splaccd persons In order 
to provide them somc painful occupation. They were quite 
in-rxperienccd and ignorunt of the usual accounting procedure 
and the general financial rules. 

( a )  by the time thcsc irregularities came to be considered by this 
Ministry, thc camps which were set up fix short durations only, 
had been dosed and the staff disbdndcd. For this reason and 
in view of the above considcmtions, it was not possible to fix 
responsibility for the lapses pointed out by Audit. 

2. Now that pursuant to the recommendation of the Public Accounts 
Comrnittcc, the question of reviewing these cases has arisen with the main 
object of determining whether responsibility could be fixed on the officials 
concerncd, steps w u e  taken to tracc the various files on which each case was 
examined and necessary sanction condoning the non-maintenance of accounts, 
accorded. It is found after thorough search that most of the files, being very 
old, have either been destroyed in accordance with the usual practice, or they 
arc not readily traceable despite best efforts. The cases numbering eight 
only in respect of which the relevant files are available, have however, been 
renewed keeping in view the recommendation, with the following result :- 

(a) The  irregularities had occurred mostly in the intial stages of relief 
operations under unprecedented circumstances, when the fore- 
most task was to provide immediate relief to the distressed dis- 
placed persons to save them from starvation and discam. 



(b) In that situation of extreme urgency prcsentinp delicate and 
complex problems. it \\-as not possiblc to recruit trained staff 
for the proper maintenance of accounts. The stutt' drawn from 
among the displaced persons was quite in-experienced, which 
by itself implied a risk of such lapses. 

(c) Sanctions for the nnn-mnintenan~~ of accounts in all thcse cases 
wcrc accorded with the of the AIinistry of Finance, 
aftcr satisfying that thcsc irrcgulnrities did not disclose any 
rnalftde intentions on the part of the oficers concerned and 
that no case of misappropriation ctc. hod been made out against 
them. 

(d) Lastly, at this stage, my disciplinary action against the staff even 
if contemplated, would secrn to bc out of question, because, the 
camps werc closcd many years ago and the staff rctrcnched whose 
whereabouts cannot be ascertained now. 



ANNEXURE 'B' 

Stafememt qf certain Camps and Inrtitwionr under the Ministry of R&litotion mkrein the Gommmmtf lotuh hPr h ocffmlrd 
for condoning the non-maintenance of Proper Accounts 

_ - -- - - - -  -A --- 
S. 0£6oe Nature of Period of Farticulars of recards Am.wnt No. & date of thc sanction of 
No. Responsible irregularity a m u n  t and accounls not involved the Gove.enunernt of India con- 

maintained doning the nm-maintarana 
of acwunts 

Govt.ofIndia MinislrysfF. 
sanction No. & (R)End. No. 

date & darc - 
7(a) - 7(b) 

1 C. C., Kurukshe- Non-maintenance Period ending I .  Non-mainrcnancc of . . R S - I ~ ~ ) ! ~ I  D-jq~sfFFt!~ 
tra. of accounts. 7-8-48. Stores account. dt .6/8-9-52. dt . 13-g-p. 

Period ending 2. (a) Cloth atcounts RS-I f i ~ ) . ! ~  I . . 
7-8-48. (6) Workshop & dis- dt. 3-9-51. 

uibution accounts of 
cloth. 

(c) Detailed accounts . 
of ration & empties. 



(d) Daily strength le- 
gister & receipt mu- 
cher of ration arti- 
cles. 

Period ending 3. Quilts, blankets etc. . . RS1?05)151 D-%v-FR/$;t 
14-6-48. dt. 30-1-52. dt. 61-52. 

2 C. C., h h w a r  Non-preparation Period ending I .  Non-preparation of . . RS-g(28)/49/II . . 
Mi. of inventories 7-2-49. inveotories and not dt . 315-4331. 

handing over the 
same to the Govt. 
of Jodhpur at thc 
time of handing over 
the charge. 

Nm-maintenance Period ending 2. Non-maintenanoe of . . RS-9(28)/48 D-p93/PRl& 
of proper ac- 1-3-49. proper accounts in dt. 2312-52. dt. 314-10-52. 
cmm ts . respect of issue of 

ration with reference 
t 

to population regis- 
ter. 

3 C.  C., Jammu . Non-Maintenance Feriod ending I .  (a) Ration amunts  RS- 5x1 W)\S 1 D - s ~ ~ ~ / P R / s  1 
of accounu. 1-1-51 to the in respect of various dt. I I / J ~ + - S I .  dt. 19-9-51. 

date of clos- SubDepots. 
ing of the (b) Issue accounts of 
Camp. Milk . . . Do. Do. 

(c) Gift issue of ac- . . Do. Do. 
counts. 

( d )  Non-Maintenance . . Do. Do. 
of Milk permits in 
respect of Milk issue. 

-- -. -- - -- --- 





4 C. C., H. M. I. Non-maintenance Period 1-5-48 I .  Feeding Account . . TAA(I 74)RSH D-5965/FR/51 
S., Akbar. of accounts. to r4-6-48. dt. 11lr7-pjr. dt. 1 ~ 5 1 .  

Do. 2. Petrol account and . . Do. . Do. 
Petrol distribution 
account. 

Do. 3. Kerosene oil account . . Do. Do., 

Do. 4. Packing material ac- . . Do. Do. 
count. 

Do. 5. Population Register . . Do. Do. 

29-3-45 to 6. Non-maintenance of . . TAA(17j)RSI D-6031 /E'H/gr 
3-4-48. proper accwunts of 11 dt. 19-9-51 dt. 21-951. 

receiots and issue of 
food&~ffs. &t 

Upto 14-6-48 7. Non-maintenance of . . TAV174YRS D-691qIFRlj 1 C" 

the working account 11 dt. 26!29- dt. 3-1 1-51. 
of Petrol. 10-51. 

5 C. C., Relief Do. Feb.'q8-April Population S. Block re- . . T.4A(r63)IRS D-5BgjjFRl~1 
Camp Alexan- '48. gisters of displaced dt. J I / ~ ~ - P - 5 1 .  dt. 19-9-51. 
dria Docks. persons. 

6 Marwar Jn. Do. ending 7-2-49 I .  Dhania and Salt ac- . . RS-d29)/~9 D-6035/FR/gx 
camp. counts. dt. 17119-9-51 dt. 21-51 

1 6-9-48 to 2. Packing material and . . M. 0. Health M. 0. F. D- 
7-2-49. containers etc. F- 5-55/51 6977EG,IIIf 

MI1 dt. 23- 51 dt. 8-12-51 
11-51. 



7 C. C., Banma 

8 C.  C.,  Orcha 
camp. 

9 C. C., Kutiyana 

ro Stores Officer, 
Ministry of 
Rehabilitation, 
New Dtlhi. 

I 1-2-48 to 3. Padring mattrial & 
15-9-43. empties not taken on 

charge 

Nonaraintenane 22-2-48 to Fine packing case- 
of ~ccounts. 22-4-48. Accounts not main- 

tained. 

Do. During 1/50 Surplus stocks sold to 
the inmate of the 
camp during 1/50. 

Do. May '48 to Accounts for Stationery 
June '48. h d  stock and Mat- 

ches. 

Do. Period ending Non-Maintenance of 
8/48. proper accounts of 

purchased and do- 
nated Jtores credit 
notes and hlisc. 
accounts. 

I 1 Principal, Hindu Do. 4/49 to 9/49 Stationery account . 
College. 

. . hi. 0. Health M. 0. F. No. 
No. F-5-+21 @&EG, 111 f 
5rjM.11 dt. 52 dt. 18-8-52. 
5-8-52. 

Rs. 25 M. 0. Health M. 0. F. No. 
5-12/51 M. 1111 
I t .  - 8 -  3a dt.18-8-52. 

. . TAA(r2 t-E) ' D - & ~ ~ / F R / ~ I  
I0 

II/RS dt. 181 dt. 26-12-5s. 
19-12-51. 

. . Ministry of 
Education F- 
23-415 I-GI 
(RI) dt. 19- 
6-52. 



12 C. C., Kalkaji Do. 
C-P. 

13 C. C., Satna . Do. 

1 J 1.47 to 4/48 In respect of boarders . . Chief Com- M. 0. F. Dclhi 
who dined at the missioner's State No. F-q 
General Kitchen at Delhi letter ( s ) / p - F  dt. 
the Kalkaji Camp. No. Audit- 14-7-52. 

Kalkaji, II/ 
47-R&R dt. 
22-5-52. 

3 t9 2/48 (i) Soap (11) hlatch Box . . T A A - I ~ ~ ( I I ) I  D - ~ ~ I J / P R / ~ ~  
and (iii) Kerosene Oil RS dt. 25-6- dt, 3-7-52. 
Accounts of distri- 52. 
bution. 

14 Medical Officer, Do. I 1/48 to I 149 ( I )  hledicines (2) Can- . . M. 0. Hmlth 4286-EG 11/52 
Relief Camp ned Food and (3) No. FS-22/51 dt. 18-8-52. 
Hospital, Datia. Packing material. M. I1 dt. 5- 

8-52. - 
15 Ministry of Re- Non-maintenance I 947-48 Distribution Account of Rs. 46,000 RS-I 5(227)/qg Finance End. 

habilitation, of accounts. wool to the displaced dt. 6110-9-52. No. D-54941 
8 

New Delhi. persons out of the FR/j2 dt. 16- 
quantity issued to 9-52. 
various parties. 

16 Supdt., Training- Do. 7/50 to 12/50 Motor Vehicle A m -  DWw(7)/51 D-3291 m/ 
cwn-Work Cen- unts. (1)dt. 20-10- RH/p  dt. 
tre Samana. -52. 25-10-52. 

17 m r  Pali Do. 1/48 to 10148 Non-maintenance of Rs. 634 2 o D. G. H. S. . . 
camp. proper accounts. Rs. 555 6 o Lr. No. 21- 

I 8149-DPM- 





( I )  Audit O&ction No. 26. 

(11) Bricf p o r t i d a n  of &ection. 

Non-maintenance of accounts of expenditure incurred at the Relief 
Camp Sujnngarh, involving an expenditure of Rs. 802131- 

(111) Furs of the case. 
In their Inspection Report, dated 26th July, 1948, Audit had pointed 

out that proper accounts for the expenditure amounting to Rs. 802/3/- during 
the period ending 30th June, 1w8, were not maintained by the ( h p  nutho- 
ritics. An investigation was conducted in consultation with the State 
Gwcrnment when it was revealed that the relevant records of the Camp 
were not available and that the whereabouts of the Camp Commandant and 
other camp employees were not known. As such, it was not possible to 
fix responsibility on the defaulters concerned and take action against them. 
The matter was, accordingly, regularised with the concurrence of the Minis- 
try of Finance. 

(IV) Result of the review. 

As the matter relates to an organisation which was closed long ago and 
the staff retrenched and as the whereabouts of the staff of the Camp are not 
known, it is considered that any action to fix responsibility for the irregularity 
is not possible at this late stage. 

(I) Audir Objection No. 27. 

(11) Bricf particulars of objection. 

Non-maintenance and non-production of distribution accounts of 'Gur' 
in the Relief Camp, Datia, involving an amount of Rs. 1,309/-. 

(111) Facts of rhe case. 

In their Inspection Report dated 8th April, 1949, the Audit had pointed 
out that necessary accounts in respect of 'Gur' distribution in the Relief 
Camp, Datia during the month of February, 1938 were not produced before 
the Audit. The State Government was not able to throw any light in the 
matter at the Late stage in the absence of the relevant records. I t  was accord- 
ingly, not possible to fix responsibility on the defaulters concerned and take 
action against them. The matter was, therefore, regularised with the con- 
currence of the Ministry of Finance. 

(IV) R d  of the r&. 

As the matter relates to an organisation which was closed long ago and 
the staff retrenched and as the whereabouts of the staff of the Camp are not 
known, it is considered that any action to fix responsibility for the irregularity 
is not possible at this late stage. 



(I) Audit (&don No. 28. 

Non-maintenance of proper accounu of the stores valued at Rs. 15365 
(approx.) rcccivcd in the Relid Camp, Orchha during the period from January 
to June 1950. 

(111) Facts of the Cme. 
In their Inspmion Report dated 15th September, 1950 the Audit had 

pointed out that proper acmunts for the receipt and disposal of stores r e  
ceived at the Relief (amp, Orchha from the former Government of Vindhya 
Yradah during 1/50 to 6/50, were not maintained by the Camp authorities. 
An investigation was conducted in consultation with the former V.P. Go- 
vernment as well as by the then Camp Commandant of this Camp. Fur- 
ther details in respect of these stores wcre ascenaincd from them and fur- 
nished to the Audit who wcre, however, not satisfied and observed that un- 
less proper storcs accounts duly based on authentic preliminary records, 
showing rcccipt of all the storm from thc V.P. Government and other sources 
wcre produced, the uccounts could not be takcn ns correct. It wns, however, 
not possible to uuthcnticate thcw accounts with thc hclp of the records which 
were mutilated duc to frcqucnt trnnshipmcnt and also cnten by moths and 
destroyed. The qucsrion of fixing responsibility against the camp commandant 
was also considered. He had lcft the CLmp scmicc by then and that nothing 
discriminating could be found against him. The matter was accordingly 
regularised with the concurrence of t hc Ministry of Finance. 

(VI) Resulr o/ the rcvim. 

The case was rc-cxtlmincd with a vicw to reconsidering the possibility 
of fixing the rcsponsihiliry lrpainst the defuulters concerned. As the matter 
relates to an organisation which was; closed long ago and the staff retrenched 
and as no records nre available, it is considered that any action to fix res- 
ponsibility for the irregulurity, is not possible lit this belated stage. 

(I) Audir Ohjecrim No. 29, 

Non-maintenance of proper accounts in respect of ration shop and ex- 
cess issue of rations to the children at the Relief Camp Pimpri. 

In the Inspection Repon on the accounts of the Relief Camp Pimpri, 
for the period ending 13th June, 1948. the Audit had pointed out that no 
proper accounts wcre maintained in respm of ration shop Nos. I & 2 in the 
Relief Camp, Pimpri. I t  was also pointed out by the Audit that children 
between 8 and 12 years of age were issued full unit of rations instead of half 
permissible under the orders then in force. An investigation was conducted 
in consultation with the State Government. When it was revealed that the 
relevant records of this camp wcre not available and that the whereabouts of 
the personnel were also not known. As such it was not possible to fix res- 
ponsibility on the defaulten concerned. The matter was, therefore, re- 
gularised with the concurrence of the Minisny of Fie. 



(N) R d  of the r&. 
The case was reviewed in consultation with the State Govcrnmcnt 

with a view to considering the possibility of fixing responsibility on the de- 
faulters mncerned. The State Government, howcvcr, expressed their in- 
ability to fix responsibility in the abscncc of the relevant remrds or the where- 
abouts of the personnel concerned. During the course of the investip~tion 
it has been found that the whereabouts of the Gunp Commandant concerned 
with these irregularities arc not known. As such it is not possible to take 
m y  action against him. 



APPENDIX xxllx 

Note from the Mimitry of Rchobrlitruion pursuant w action taken a para 
zos of the 7th Report rqarding extra ezpcndrtwe due to &lay in puyment. 

In July, 1949 some land at Kalkaii was acquired by the Land Acquisition 
Collector, Delhi for the resettlement of displaced persons. In June, 1951 
this Ministry was upproached for the approval of the rates of compensation 
which was conveyed to the Delhi Administration in December, 1951 in 
conxultation with the Ministry of Finance (Rehabilitation}. In May, 1952 
the Delhi Administration requested for funds to make payment to the extent 
of the assessed compcnwtion. In July, 1952, an 'On Account' pajment 
of Rs. 3 lakhs was sanctioned with the concurrence of Ministry of Finance 
(Rehabilitation). The Dctlhi Administraticm could, however, start disburse- 
ment to the cx-land owncrs only from August, 1953. Thrs resulted in the 
paymcnt of Rs. 60,$78/- as intcrcst to these land owners which had to be paid 
at the rate of 6O/, from the date of acquisition till the date of final payment 
of compensation. 

2. Thc matter was considered at the meeting of the Public Accounts 
Committee held on 13th January, 1958. The Committcc desired to know: 

(a) Action takcn by the hlinistry to issue sanction to cover the interest 
paid already and, 

(b) Action taken by the hlinistry for fixing the responsibility for delay 
in payment of compensation. 

As regards (a) above cx post jucro sanction of the President to the payment 
of Rs. 60,878/- on account of intcrcst on the compensation paid to the o w e r s  
has sinw been issued vide this hiinistry's letter No. 1(42)/57-HI, dated 22nd 
May, 1958. 

The Delhi Administration have intimated in their D.O. letter No. F. 
I S ( I ~ ~ ) / S ~ - L S G ,  dated 10th Janunry, rg59., that the total amount of interest 
paid is Rs. 1,07,625/-. Action to issue sanction for the difference is being 
takcn. 

3 . As regards (b) the matter has been considered carefully. The delay 
was ound essentially to be due to the fact that for some time after partition 
the Delhi Adrninistration was not adequately equipped to deal with the extra 
work of land acquisition proceedings and payment of compensation. I t  is 
therefore, very difficult to lay responsibility for this delay, which was due 
to organisational defect, on any particular officer. 

4. The note has been vetted by Audit. 

L. J. JOHNSON, 
Joint Sccy. to Gmt. of India 



APPENDIX XL 

In t h c ~ r  \ l r t~nc held on the I jth J ~ I L I . I I . ~ .  195s. thc h h l ~ c  .4c'counts 
Committee madc thc i ~ d l o ~ l n p  otwrv.tt~o[l In rcspect cr t  p.lr~l I I 5 of their 
Sixteenth Report--"( on t rx t  for grlnd~ng uhc.rt wtho111 tcndcr\" --pami 
27(h)  of .4ppropr1at~m :lc.cmunt\ ( 1 7  ' 1 '  1951-5: :~nd Audit Keport ti)? :- 

In Jxnrnu IIL'IIc! ( :  i n lp ,  I\\ '<) :c)I1tr*\it i lvc* i .~ .  c-nrcrc~~i Into h v  i 11: th:n 
C.~mp (i,mm;~nilant. t;)r thc qr inJ~ng of whc\;lt ~ l u r i n ~  tht: pcriodq fro111 A U < L I S ~ ,  
1c,4S t i )  Nnvcmher. I c q S  ,lnJ f'rim June. I qqv t o  . \ f ~ ~ , . L ~ h .  I 9 5 ~ 1 .  ' l ' h c~c  wcrc 
1H.O tiitfrenr camp r.c1n1ni;::?cl..~11. .tnJ l i n n c ~ t l  '\cl\,iwrs and Accounts 
Oti-rwr\.at thi.; ('ri.mp at rhc  rtinic :)i' ~ ~ g n i n g  01' I , . !  a\vnrc. nr'o contr;~c.ts. 
I'ur\ii;~nt tc) thc ohcr\:it~onh of thc I'i~blic :\ccotin' ( .ommitrcc, thc niattcr 
w a k  taken u p  wltk thr .\!ini\tr!, 01.  I)c!i.ncc i i t ~ 1  tltr c~ntrollu (lj.:xr.;r\ of 
1 ) c t ' ~ ~ n c ~  :\ccounts. f'or ohraining thc csplana~ions from the personnel con- 
c.ernc~1. .\\ini.;tr~. of I)cfcncC had, hotvcvvr, infi)rmc~l 11131 both the (:amp 
( cmmandants conccrncd \iCrc no Iongcr in wrvicc. It N'I\ rcportcd that one 
of thcm tias rcmovcd from scrvicc \u.c.f. t hc  15th l:chruar\~, 1954 and rhc 
othcr rel~nquishcd his (hnmission under liclcasc licgul~tions with cfkct 
from the I 5th February. rye?. A rekrcncc \%as, thcrcfOrc, maclc direct to 
thrsc officer\ in rbc matter. Cnti~rtunately, no reply has y n  been rcccivcd 
f'rom thcm desp!tt. a reminder. It is felt that no reply is likely to bc reccivcd 
t ' r m  thcm nor any action can bc takcn against thcm at thi.; stagc when they 
arc no longer in scrvicr. Necessary explanations from thc respective Fin- 
anc~al Adv~serb and Accounts Officers havc sincc bccn rcccivcd. T h e  re- 
levant extracts from thcsc are rcproduccd bclou :- 

" W e  had to start from scratch. 'T'hcre was no ofice, no furniture, 
no staff, no stationery, no bookc of Regulations. Indeed there 
\va% no camp." 

"What I am trying t o  say is that every administrative arrangement 
was strained almost to the breaking point during those first 
feu. months. T h e  problems were furthcr complicated by the 
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fact that the camp was situated in a field area and that it was not 
Indian territory. Even the law and order situation gave rise 
to headachm till finallv the Kashmir Government was persuaded 
t o  appoint one of' their Magistrates to the Camp in early October. 
T h e  refugees, especially from Muzz.aff~abad, were a mutinous 
crowd. It  will be gathered from what I have stated above that 
the setting up of this camp presented unprecedented difficul- 
ties". 

"In those distrubed conditions, it was out of question to encourage 
competititon and look for a list of approved contractors (if such 
did indeed exist) in order that tender documents could be issued 
to them. There wa? practically very little liaison with the Civil 
authorities (even for what it was worth) and publicity through 
the press would hnve delayed matters without achieving any- 
thing. 

It  was apins t  this background that the contract under discussion 
(which was strictly only an informal agreement for a very short 
period) came to be entered into. After the floods of August 
and the Cholera epidemic which followed in their wake, the re- 
fugees were in a sullen and angry mood. There were other 
factors which weighed with me too : my concurrence always 
depended on matters having a financial implication, unless speci- 
fically covered by extant sanctions, being reported to the Ministry. 
I believe I had caused an office order to be issued on this sub- 
ject. 

'The rates obtained in August, 19-48 were definitely higher than thwe 
quoted in the middle of 1950 when conditions had by and large 
returned to normal. This is entirely intelligible. I t  may be 
observed that during the whole period of the contract only 48-44 
maunds of wheat was ground. 'This represents a fortnight's 
ration for the camp whose strength was about 35,003. It  was 
not always certain whether we were gettin!: wheat or aita and 
the contrsc:or h%d to grind wheat only when the con- 
signment was wheat. No s t u d y  flow of work could be 
assured by him. In the cir;umstances, the rates were still higher. 
We had, moreover, an Honoraiy Liaison Officer attached to our 
Camp. In  matters where local knowledge was considered ne- 
cessary or where an approach had to be made to the Local Go- 
vernment we sought this help. We used to ring up  the Head- 
quarters to know whether they had any information to give on 
subjects in which we were interested. I am sure that we must 
have contacted them in this matter too". 

The Financial Adviser and A C C O U ~  0.fficer at the time of signing of second 
cotttraet : 

"I submit that it is a matter of common knowledge that the State of 
Jamrnu and Kashrnir was in 1948 and 1949 in a state of turmoil 
caused by partition of the country and the invasion of the State 
by Pakistan. Conditions were far from normal. Services and 
contracts were difficult to get. For  this particular trade of grinding 



wheat, there wcre only three firms in Jammu. One had been 
hired full time by th? State G ~ v t r n m 2 n t  and under the terms of 
their contract thst mill c ~ u l d  n x  take up  work for others. 
Quotations were accordingly called for by the Commandant 
from the remaining two mills. The  quotations were examined 
and the lowest 1.e.  that of M!s.. . . . . . . . . . . . . . . . .was accepted. 
Their quotation had the advantage of lower wastage allowance, 
loading, unloading and godown facilities. Furthter this was the 
only mill which had the advantage of au tom~t ic  dusting, sifting, 
cleaning, drying and grinding. 

From the above it will be evident that having regard to the then pre- 
vailing conditions and the restricted avdildbility of mills for this 
particular job, I b q  to submit that thc pravisions of the Rule 
rg(vi) of the Generd Finmcial Rule$, Volume I were complied 
with. I was aware of this Rule and had there been sufficient 
competitors in the field, I would have certainly drawn the attention 
of the Camp Commandant to the advisability of advertising as well. 
All other contracts, it may be submitted, used to be advertised. 

T h e  seven contractors, who entered the field in 1950, were not all 
of that trade. Some had husking machines and some had grinding 
machines. A few did not have godown facilities. These facts 
were disclosed in the statement submitted along with the tenders 
in 1950". 

2. The  expl~nxions  of both Financial Adviser and Aczounts OTixrs 
are self-contained dnd clear. T h e  Ministry of Rehabilitation 
are satisfied that in the circumstances the officers concerned 
could not have x t e d  differently from what thcy did. There can 
be nu question of any doubt regdrding their b3ndides. Their de- 
parture from the normal practice was not because of any mala- 
fides on the part of the officers concer led but because of the 
stress of circumstances. With the Kashmir fighting on and 
the stress and strain of the Displaced Persons influx, those 
were not normal times and it would be unfair to judge the 
actions of officers in t h x e  times out of context with the condition 
obtaining then. 

3. This not? h ~ s  b x n  w t c d  bv the Director of Audit (F03 i, Rehabili- 
.tation. Supply, Commerce, Steel CL Mine :), New Deihi. 

DHARMA VIRA, 
Secy to the Govt. of India. 



APPENDIX XLI 

Note from the Ministry of Rehabilrtation pursuant to action taken on par2 
zo8 of the 7rh Report regarding review of conduct of ztarious camp com- 

mandants 

The  Public Accounts Committee desired to know the further action 
takcn by the State Governments against the persons who held charge of the 
Sabarmati Camp, Ahmedabad and Phaphamau camp at Allahabad. T h e  
matter was taken up with the Ciovernments of Bombay and Uttar Pradesh 
for furnishing the information a\ regards the ac~ion taken by them against 
the persons concerned. After p r o t r a x d  correspondence, the Government of 
Bombay have since intimated that the case of the contractor who overcharged 
the Government for the supply of the vcgctables to DPs at Sabdrmati Camp 
has been finalised and necewary action for filing a suit against him is being 
takcn by thcm. As regards thc Govcrnmcnt of LTttar I'radesh, it has becn 
intimated by them that the cxplanations of the officers conccrncd have becn 
obtained which are being csamincd by thcm. It IS proposed by 
the State Government to take huitablc actmn against thcm, if necessary 
in the light of the findings arr~\.cd ;it finally. h t h  thc State Governments 
have been requcstcd to finallw thc c,l\es espcd~tiously and to intimate the re- 
sults thereof. 

DHARMA VIRA, 
Secy. to the Governtnozt of India. 



APPENDIX XLII 

Xote from the hr,ristry of Rehabilitation pursuant to action taken on par2 
209 of the 7th Report regarding oficcrs mployed in the various camps 

against whom disciplinary action was takm for frauds, etc. 

The Public Accounts Committee desired to know as to what steps were 
*taken by the Ministry to realise the amounts from the various persons em- 
ployed in charge of the Camps and against whom disciplinary action was 
taken for frauds, embezzlement etc. The  matter was taken up with the 
State Governments concerned who were requested to review all the cases 
with a view to considering the possibility of effecting recoveries from the 
persons concerned. After protracted correspondence, the Government 
of Bombay have since intimated that they had made recoveries to the extent 
-of Rs. 3,69481- as against Rs. 182 as shown earlier, out of the total amount 
of Rs. g,366/5/-, vide S. No. 25 of the statement already submitted to the 
Public Accounts Committee along with the Note in connection with para I 17 
.of the Sixteenth Report on the Appropriation Accounts (Civil) 1951-52 
and  Audit Report 1953. As regards the remaining items pertaining to the 
Bombay State, including the former Saurashtra State, the State Government 
have expressed their inability to effect further recoveries. The  requisite 
information from the other State Governments is, however, still awaited 
and they have again been requested to finalise the cases expeditiously and 
%to intimate the results thereof. 

2. This note has been vetted by the Director of Audit, Food, Rehabili- 
.tation, Supply, Commerce, Steel and Mines, New Delhi. 

NEW DELHI ; 
T h e  19th January, 1959, 

DHARMA VIRA, 
Secy. to the Government of India. 



APPENDIX XLIII 

Note from tk Minktry of Rehabilitation persuant to action taken on 
para 2x0 of the 7th Report regarding relief and rehabilitation 01 displaced 

persons 

The Public Accounts Committee at serial No. 36 in Appendix I summa- 
rising their Conclusion/Recornmendations of the Twenty-third Report on 
Appropriation Accounts (Civil) 1952-53 and Audit Report, 1954-Part I1 
and Commercial Appendix thereto and Audit Report (Civil) 1955-Part 1 
made the following comments :- 

Rehabilitation.-The Committee would like to know how the loss 
on account of non-repayment of rehabilitation loans by dis- 
placed persons is being calculated and at what intervals. They 
would also like to be informed whether any amount of loans has 
been written off' so far by the Centre. 

Conlrnents of the Ministry -2.The Ministry of Rehabilitation sanctioned 
loans to State Governments to enable them to advance rehabili- 
tation loans to displaced persons in accordance with the schemes 
sanctioned bv the Ministry. In the case of loans sanctioned 
to the erstwhile Part 'A' and 'B' States the terms and conditions 
governing these loans stipulated that they would be repaid by 
the State Governments in equated instalments of principal and 
interest in a specified number of years. The recovery was to 
start one year after the date of the drawal of the loan by the State 
Government in the case of rural loans advanced to agriculturists, 
one to three years in the case of urban loans sanctioned for re- 
habilitation in professions and trades in urban areas and after 
three to four years in the case of loans granted for the construction 
of' houses. The normal period of recovery in the case of urban 
lonns was six to ten years, in the case of rural loans from six to 
twenty years, and in the case of housing loans from fifteen to 
to thirty years. These loans were sanctioned to State Govern- 
ments who were responsible for advancing them to displaced 
persons according to the requirements of the individual., but 
subject to the maximum laid down by the Ministry. The State 
Governments were also responsible for their recovery from the 
displaced persons. But it was stipulated in the sanctions that 
repayment of the loans to the Centre was to be the first charge 
on the revenues of the State and the repayments were to be made 
irrespective of recoveries effected from displaced persons. I n  
the case of urban loans the Minisuy agreed to the postponement 
of the recovery from displaced persons for a period of two years. 
This period, however, did not affect the total period of six to 
ten years in which the loans were to be recovered. 

3. One of the conditions imposed was that all bonafidelosses would b c  
shared between the Centre and the State Governments in the 



rativ of 5o:so . In thc case of loans granted to States in the 
Eastern Rqion for the r~habilitation of displaced persons who 
arrived after the 31st December, 1949, it was, however, stipulated 
that all bonafide losses would be borne by the Centre. In  the 
case of Part 'C' States, all losses were to be borne by the Centre. 

4. In accordance with these terms and conditions the State Govern- 
ments repaid annually to thc Central Government equated in- 
stalments of these loans but very stxm each State Government 
stated that the recovery from displaced persons was very small 
and the State Govcrnments could not afford to repay these loans 
out of their own resources particularly as they had also to find 
funds for Schcmes like the "Grow More Food Campaign" and 
the "Five Year Plan". They also protested against the ratio 
of 50:50 in which they were required to share bonafidc Ivsses. 
The State Governments wanted that they should be required to 
repay only the amounts collected by them from displaced persons 
and should not be called upon to bear any losses. Their argu- 
ment was that the rehabilitation of displaced persons was the 
responsibility of the Central Government and the State Go- 
vernments merely acted as their agents in granting these rehabili- 
tation loans. The matter was considered by the Government 
of India and it was decided in Januarv 1954, that in the case of 
loans to displaced persons from WCIA Pakistan as well as loans 
to displaced persons who arrived trom East Pakistan by 31st 
December, igqg, the State Governments should repay what- 
ever amounts they were able to recover from displaced persons 
plus half the difference bctkvcin thc amounts payablc as ~yuatcd 
instalrnents and the amounts actually collected. If in any year 
the State made recoveries from displaced persons in excess of 
the instalment due to the Central Government the excess was 
also to be shared between thc Centrc t?nJ the State Government 
in the ratio of 50:jo. The recoveries effected were to be re- 
garded as tentative and were subject to final adjustments at the 
expiry of the period for which the loan had been originally 
sanctioned. In the case of loans for the Rehabilitation of dis- 
placed persons from East Pakistdn who came after 31st December, 
19.49, State Governments were required to repay amounts actually 
realised from displaced persons and 10% of any short fall between 
the equated instalment due and the amounts actually collected. 
The recoveries so effected were subject to adjustment on the 
expiry of the period for which the loans were originally sanctioned. 

5. The State Governments agreed that the new decision gave them 
some relief but they had been lately showing increasing re- 
luctance to pay the equated instalrnents. They also represented 
their difficulties to the Second Finance Commission who in para 
144 of their report remarked that the tenns on which loans had 
been given to the States for the rehabilitation of displaced per- 
sons had caused a great deal of discontent. Consequent on the 
recommendation of this Commission, it has now been decided 
by the Government of India that with effect from 1st April, 1957 
the States should pay t o  the Union the amount of Principal and 
Interest, they collect on account of the loans including the arrears, 
if any. 



6. The State C;wernments have also been reiterating their demands 
that the entire losses should be borne by the Central Govern- 
ment. The question whcthcr the ratio in which bonafide losses 
wen: to be shared, should be revised or not, is being considered 
separately. It will be noticed that the loss on account of non- 
repayment of rehabilitation loans is to be calculated annually sub- 
ject to adjustment at the end of the period for which a particular 
loan wds granted. 

7. With the introduction of the Compensation Scheme the position 
was slightly altered. All Rehabilitation loans granted to dis- 
placed persons entitled to the payment of compensation were 
treated as public dues recoverable from the amount of cornpen- 
sation payable to them. The State Governments were, therefore, 
informed that they need not effect recoveries of loans from such 
persons and that the recoveries would be effected by the Settle- 
ment Commissioners while paying compensation to the individuals. 
The recoveries so effected were to be intimated to the Accountants 
General concerned and were taken into account as if recovered 
from the State Government. In some cases the compensation 
payable may be insufficient to cover all the Public dues recover- 
able from the individual and if any loans remained un-adjusted 
the intention was to treat the displaced persons as a non-claimant. 
In such cases, the State Governments were required to effect 
the recovery of the unadjusted amount. For this purpose the 
State Governments were to be informed of the individual cases 
where they were required to effect recoveries. One result of 
these orders was that recoveries from claimants were not made 
on the h i s  of annual instalments as originally contemplated. 
Such recoveries were made in lumpsum and naturally upset 
the annual amounts rccnverable from the State Governments 
by the Central Government. This in turn affects the calculation 
of the bonafide losses in different years. The State Governments 
have also been agitating for the revision of thc rdtio in which they 
should be .required to share bonafide losses. Consequently no 
losses havc been written off so fdr. However, in certain instances 
State Chvernments havc firwarded individual cases to the Centre 
where they found that the loans could not be recovered from dis- 
placed persons either because of the death of the loanee or be- 
cause of certain other fdctors such ac loss by fire, etc., sustained 
by them. In such cases the loss is shared with the State Govern- 
ment in the prescribed ratio. 'The amount of losses written off 
in such cases is shown hclow :- 

Rs. 
1951-52 . . . 7.4'7 
1952-53 . . . 
1953-5.1 3,?61 *Including loss of Rs. 2,88,637 
1954-53 . 3,33,942* due to desertion from lands by 
1955-56 . 8,748 allottees in Rajasthan. 
1956-57 15,137 

8. In addition to the loans mentioned above, the Ministry advanced 
loans to the Jammu & Kashrnir State for the rehabilitation of 
persons displaced from the raiders-held area of the State. While 



theot her terms and conditions for the repayment by the Jarnmu h 
Kashrnir State were the same as in the case of other Parts 'A' and 
'B' States, the ratio in which bonafide losses in the case of thcsc 
loans were to be shared between the Centre and thc Jammu 
& k h m i r  State Government was 75:25. Such persons 
were resettled in other State4 of the Indian Union also but in 
other States the Centre bore all losses on loans sanctioned upto 
13th May, 1954. In the case of loans sanctioned subsequently the 
mnditions applicable to loans advanced to displaced persons from 
Pakistan applied to loans sanctioned for Jammu & Kashmir dis- 
placed persons also. 

g. Loans were also advanced by the Central Government to indus- 
trialists for starting industries in townships and colonies specially 
built for displaced persons with a view to provide gainful em- 
ployment to the inhabitants. These loans are being advanced 
through State Governments except in the case of Faridabaci 
which is administered directly by the Central Government. But 
the State Governments will not share the losses on these loans, 
if any. The  State Governments refuse to implement the Schemes, 
if they were required to share the losses . In  the case of indus- 
trial Schemes the loans can be advanced only upto 50% of the value 
of the immovable assets of the industrialists in land, building and 
machinery. These assets remain hypothecated with the Govern- 
ment till the loans are repaid. Thus the loans will be well 
secured and there is little possibility of any losses. 

L. J. JOHNSON, 
Secretary, Ministry of Rehabiliratron. 



APPENDIX PLIV 

Note from the Ministry of S.R. & C.A. pursuant to action taken on para 
49 of the 7th Report regarding s u n t e y  o j  Indiu-.Tubsidiary Accounts 

Thc stores referred to in the Seventh Report of the Public Accountc 
Chnmittee were acquired by the War Office, London during the World 
War I1 to meet the heavy demands of the Defence Services. The stores 
were held in stock by the Survey of India which was acting as the main 
depot on behalf of the War Office for supplying the various Survey Units 
in the Far Eastcrn Theatre during the h t  war. However, the cost of stores 
was not borne by the Survey of India. The Director of Military Survey, 
A m y  Head Quarters, indented for these stores for issue to Military Instal- 
lations and to the Survey of India hlap Reproduction Offices for use of the 
Army. As the supply position was then difficult due to shortage of shipping, 
naval blockade, inadequacy of supplies, it was essential to build up stocks 
so that prosecution of the war may not be impeded for lack of essential stores. 
Thus on cessation of hostilities, large stocks became surplus with the Survey 
of India. T o  dispose of these surplus stores, a thorough verification uf the 
stores was required to be conducted by the Survcy of India but duc to shortage 
of staff and the substantial stocks involved, the task of verification of all the 
stores could not be token in hand until 1953. The Partition of the country 
also contributed to the delay in this work. However, these stores are being 
reviewed periodically by thc Surve!.or General with a view to find out which 
of the stores can be utilised by the Survey of India in the foreseeable future in 
connection with the expansion scheme of the Department and the rest is 
being disposed of through the Director General of Supplies and Disposals 
as and when these are declared surplus by a Committee appointed for the 
purpose. A large quantity of such stocks has already been disposed of; 
the money value of the stock that has so far been disposed of is Rs. 17,43,ooo/- 
whereas the money value of the stores that were held in stock originally 
amounted to Rs. 26,91,00o/-. 

2. It will thus be observed that the accumulation of surplus stores in the 
Survey of India was not due to faulty or excessive indenting but due entirely 
to War Office stocks and reserves having been lefi in the country after the 
2nd World War. 

3. Fresh purchases that are being made by the Survey of India are only 
either to replenish their existing stock or to meet requirements for new  item^ 



APPENDIX XLV 

T h e  recclmmendation was considered by the Governing Body of' the 
C .  S. I .  R .  at thc meeting kcld (in the 27rd M D I C ~ ,  1957. 1 he mcmbers of 
the Crmwning Bcay were ~lnacimc~:sL!. ( f  tbc cyinivn that they could not 
see any advantape in converting the < cluncil into e\ statutory bpdy, and t h a t  
the present autoncmcus characttr at the Council as a sc-ciety ~hou ld  ccminue. 
?he  Lok Sabha Secretariat veIe infi lrncrl accordinply c ~ d t ,  this Minktry 
0 . M .  No. Budget 7(2)!_s6-Rudpet. dalcd the 20th Ma!.. 1957 (Anr r>  I l t  ) 

This point was raised agam bq thc Publlc Accounts Ccmrnnrtc at their 
sitting held cn the 14th Febr~~ar!., i g j l .  The  yc\lnt raiscd is rcprc uuced 
below :- 

"4. Concerszon of C.S.I .R.  into a Sraturory Body--para 58 of the 16th 
Report of the P.A.C.,-The Committee desired that the Ministry 
of Education and Scientific Research (Department of Scientific 
Research and Technical Education) and Ministry of Finance 
should re-examine the recommendation of the Committee in para 
98 of' their 16th Report of the P.A.C. in the light of the discussi~n 
at the sitting on the 14th February, 1958 and submit a note duly 
vetted by Audit." 

T h e  matter was re-examined in detail by the Governing Body of the 
C.  S. I. K. at their meeting held on the 2znd March, 1958. T h e  Governing 
Body felt that placing the Council on a statutory basis might give it a rigidity 
which would not be desirable; and it passed the following resolution :- 

"The Governing Body considered the recommendation of the Public 
Accounts Committee. While the Governing Rody was in genera1 
agreement with the object of the recommendation ; of the Public 
Accounts Committee, and was also in agreement that all the in- 
formation that was desired to be placed before the Public Accounts 
Committee and the Parliament, should be made available to the 
Parliament,.yet to make t,he C.S.I.R. a statutory body might a t  
this stage impede its flexible development." 

T h e  Ministry of Scientific Research and Cultural Affairs spree with the 
views of the Governing Body of the C.S.I.R. expressed at their rrectirg 
held on the 22nd March, 1958. 

T h e  Ministry of Finance, who were consulted, d s o  agree with these 
views. 

Dated 16th January, 1959. A. K. GHOSH, 
Joint Semtbry to the Gwernmmt of India.. 



MI&IS'I'RY OF EDC:<:A'I'ION AND SCIENTIFIC 
KI'SLSAKCH 

(Department of Scientific Research and Technical Educarion) 

NO. Budget 7(2)/56. hrw Delhi, the 20th M a y ,  195; 

SUBJKT :- Sfatement slrowing action taken or proposed to be taken on 
the recommendations of t h ~  Public Accounts Committee In 
[heir Sixteenth Report. 

With reference to the correspondence ending with Lok Sabha Secre- 
tariat U.O. No. 14(2)-PAC/56, dated the 12th January, 1957, and in con- 
tinuation of this Ministry's U.O. of even number dated the 22nd February, 
1957, on the subject mentioned above, the undersigned is directed to say 
that the recommendation of the Public Accounts Committee was considered 
on the 22nd March, 1957 by the Governing Body of the Council of Scientific 
and Industrial Research and the members were unanimously of the opinion 
that they could not see any advantage in converting the Council into a 
statutory body ; and that the present autonomous character of the Council 
as a Society should continue. This matter has also been considered by this 
Ministry and thcy agree with the views expressed by the Governing Body of 
the Council of Scientific and Industrial Research. 

In this connection 4 0  copies of detailed note on the subject which was 
placed before the Governing Hod! of the Council are enclosed for the perusal 

,of the Public Accounts Committee. 
hl.  S .  THACKER, 

Secretary to the Government of Indiu. 

'The Lok Sabha Secretariat, 
PAHI.IAMENT HOL~SB, 
NEW IIELHI. 

---- 
COUNCIL OF SCIENTIFIC AND INDUSTRIAL RESEARCH 

33rd mcerzng, Governing Body, 22nd March, 1957 
ITEM N O .  5 EMBODYING THE FUNCTIONS OF COUNCIL OP SCIENTIFIC AND 
INDUSTRIAL  SEARCH IN A STATUTE-RECOMMENDATION OF THE PUBLIC AD 
COUNTS COMMITTEE. 

The Public Accounts Committee in its 16th report lor the year 
1955-56 recommended that the Government might ''takz the first convenients 



opportunity to embody the functions of the Council of Scientific and In- 
dustrial Research in a statute". It is the view of the Committee, as a matter of 
general principle, that wherc it is desired that continuing functions in- 
volving substantial expenditure. should be exercised by autonomous 

, bodies like the Council of Scientific and hdustrial Research the powers and 
duties to be exercised should be defined by specific statute I t  would 
appear from the recommendation of the Public Accounts Committee that the 
Council of Scientific and Industrial Research may continue as an autonomous 
body but only its functions need be embodied in a statute. 

2. The idea behind the recommendation of the Public Accounts Co- 
mmittee seems to be that there should he greater parliarnentry control over the 
activities of the CSIR in view of the fact that the amount of expenditure has 
becomc large. 

3 .  The Government of' India established in 1035 the Industrial Intelli- 
genct and Research Bureau ~{rith the object of "making a beginning and laving 
the foundation on which a research organization suitable for the needs of the 
country could later be constructed." This was also like a department of govcrn- 
ment. In 1940. the Board of Scientific and Industrial Research was set up 
also as a wing of' Government. In 1942, a fund called the industrial Re- 
search Fund was created hy Government and the (huncil of Scientific and 
Industr~al Research was constituted by a resolution (Department of Commerce 
No. 148-Ind ( 1 ~ 7 j i 5 1  dated 26th September, 1942) as an nutonomou.; hody 
under the Registration of Sections Act );XI of 1860 to administer the fund. 

4. Even though the C.S.I.R. is an autonomouso rganizativn set up under 
the Registraton of Societies Act, the authority and control of the Government 
of India is quite close. 

s .  The l<ulcs ;tnd Kegulntions and Bye-laws of the Council are subject 
to the approval of Government and they provide for sufficiently close control 
of its fiinction~. The Comptroller and Auditor General of India audits its 
accour.ts just as he does fcr other departments of Government. 

6 .  The Governing Body of the Council of' Scientific and Industrial 
Research is itself a high level body with the Prime Minister as its President 
and the Minister for Natural Resources and Scientific Research as its Vice- 
President. There are on its roll 5 Cabinet Ministers including the Finance 
Minister and some of the top-ranking industrialists and Scientists in the 
country. Besides, there are also States' Ministers, Members of Parliament 
and a representative of the Ministry of Finance on it. 

7. As regards control on expenditure, a Joint Secretary of the Ministry of 
Finance acts as F.A. to the Council and is also a member of the Governing 
Body. The  Secretariat works in close c~nsultation with him and his con- 
currence is taken in respect of financial matters. A whole-time Under Sec- 
retary of the Ministry of Finance is also attached to the Council as Attached 
Financial Adviser and is stationed side by side with the Secretariat of C.S.I.R. 
to facilitate close collaboration and day-to-day contact. 

T h e  F. A. is also a number of the Finance Sub-committee set up by t h e  
Governing Body. The  Finance Sub-Committee is now meeting once every- 
quarter, but may meet oftener, if necessary. 



8. Whatever liaison, co-ordination and control is desired from the point 
*of vim of the Government, it is exercised through the Ministry of Natural 
Resources and Scientific Research. The present system permits both 
dficient and expeditious working which are essential for scientific research 
and also desirable control by the Government both in respect of overall ad- 
ministrative pnliies, expenditure and accounts. 

9. Autonomous organisations are set up by Government to carry out s p c  
cific functions. Those may be either corporations incorporated under 
.the companies' Act or societies set up under the Registration of Societies 
Act or by statutes passed in Parliament. 

ro. Institutions for education and training and Universities are generally 
,established by statutes as it is one of their functions towards degrees. 

11 .  Organisations like the Rubber Board, Coffee Board, Central 
Cotton Committee, Indian Oil Seeds Commitwe, Indian Lac Cess Committee 
a c .  are also set up by statutes. This is essential because those bodies 
have the specific function of levying cess on the commodity concerned and 
the utilisation of the cess for specific purp~lbes. Those are matters which 
require statutory authority. Research institutes are sometimes set up by these 
boards and committees but research is only part of their functions. The 
University Grants Commission which was recently set up is also a statutory 
body. Here also a statute was neccsury because the Commission had to be 
empowered to determine and m ilntairl standards of teaching, examination and 
research in universities which arc themselveq autonomous and statutory. The 
Cornmisson can demand information from any university regarding financial 
,position etc., and it ha\ d u o  powers of inspection. 

12. A perusal of the provisions of the Rubber Act (XXIV of rg47), the 
Coffee Act (VII of 1943) and similar acts docs not indicate any clo;er direct 
parliamentary control or accountability to Parliament than what is provided 
in the Rules and Regulations and Bye-laws of the (:m-~cil of Scientific and 
Industrial Research. 

13. The Council of Scientific and Industrial Research neither an,,l:.Js 
degrees nor has the function of collecting cess. There appears to be no ins- 
tance of an organization brought into existence by a statute in which either 
of these two functions is-not incorporated. 

14. The Indian Council of Agricultural Research, the Indian Council 
of Medical Research and the Indian Standards Institution are also registered 
under the Registration of Societies Act. 

15. An example of an autonomous organization registered under the 
'Registration of Societies Act exercising certain statutory function em- 
'bodied in an Act of Parliament is the Indian Standards Institution. This 
organisation is authorised to issue standard certification marks in accordance 
with an act passed in Parliament. Similarly if necessary, a statute could be 
enacted embodying the functions of the Council of Scientific and Industrial 
.Research The  pros and cons of such a measure will have to be considered 
.carefally as a statute carried with it certain legal implications. 



16. The raison d'etre of establishing the Council of Scientific and indus- 
trinl Research as an autonomous body was that research should not be subject 
to governmental procedure and red-tape as it is not likely to expedite work. 
Research investigations and tests should be carried out by an independent 
organization because it is not act only the Government that is interested in it 
but also industry. If it is placed entirely under governmental control, the 
bjective nature of such work cannot be secured. Even though the expendl ture 

incurred by the Council of Scientific and Industrial Research has increased 
substantially, the basic reasons for haviog the organization autonomous can- 
tinue to exist. 

17. If the C.S.I.R. becomes a statutory body, the functions and activities 
of the Council would at once become justiciable, and any one who is not 
satisfied for any reasons may go to court of law. This would introduce con- 
siderable rigidity in its working. Every conceivable function may have to 
be incorporated in the statute. Such a thing would be difficult for an organi- 
sation specially meant for undertaking poineering activities. 

18. The Public Accounts Committee has, perhaps, in its mind certain 
lacunae in that the activities and expenditure of the Council are not accoun- 
table to Parliament. The Rules and regulations of the Council have recently 
been revised and made more comprehensive to cover the working of a large 
organization that the Council has grown into and now include the presenta- 
tion of an annual report (administrative and technical), accounts and audit 
report to Government. 

19. An account of the work and activities of the Council and the national 
laboratories is included regularly in the annual report of the Ministry of 
Natural Resources and Scientific Research laid before Parliament every year. 
The  Council generally follows all Government rules, regulations and ins- 
tructions ; and its accounts are audited by officers deputed by Comptroller 
and Auditor General in the same manner as they do other Government 
accounts; and all audit objections are examined and answered, as necessary. 
The annual technical report and all publications issued by the Council of 
Scientific and Industrial Research and made available to the library of Par- 
liament. Already the provision made for the C.S.I.R., is inc1udc.l in the 
Demands for Grants under the Ministry of Natural Resources and Scientific 
Research. If desired, the administrative report and accounts of the C.S.I.R. 
may be placed before Parliament for information. I t  is thus felt that all 
essential requirements which the Public Accounts Committee might have in 
view are now met. 

20. The subject i r ,  bowerer, for the consideration of the Governing 
body. 



APPENDIX XLVI 

Note from the Ministry of S.H. 0 C. A. pursuant ro action takm on para 5 5  
cf the 7th Report regarding greater co-operation between the Scientific Ins- 

tifurions atrd the Industry in the country 

The policy of the Council and its National Laboratories is briefly a. 
below :- 

The National Laaboratorics gcncrally undertake research having industrial 
bias and the inventions arising therefrom are of such a character as go a long 
way to meet the requirements of the industry in the matter of replacement of 
the imported raw materials and resources. In order to secure the co-operation 
of the industry, suitable representation is given to the industry on the Gov- 
erning Rody of the Council and on the Executive Councils of the various 
National Laboratories which arc responsible for formulating their respective 
rescarch programmes. 

Ik idcs  this, effective liaiso; with industry is maintained through four 
Regional 1,iaison Officers, appointed for the purpose, in big industrial centres 
like Bombay, Calcutta, h4adras and Jaipur. There is one Industrial Liaison 
Officer in the Central Ofice of the Council at New I)elh~ to co-ordinate 
the work with the industry. Those Officers vislt industrial establishments, 
organisations and factories all over the country and ascertain from them the 
nature of problems needing research. 'Thew problems are then referred 
to the national laboratories concerned. After the appointment of these liaison 
officers last year, a number of problems from industry have been referred to the 
laboratories. 

Effective liaison with Industries is also maintained through a Joint Stand- 
ing Committee of Scientific Research and Industry on which representatives 
from the Ministry o[' Commerce and Industry (Development wing) and the 
Council of Scientific and Industrial Research have been nominated. 

Pilot Plant projects are sponsored by the Council as well as by the Na- 
tional Research Development Corporation. 'The Liaison staff assist Na- 
tional Research Development Corporation and the Laboratories, processes, 
ripe for exploitation, are brought to the notice of the industry. During the  
year more than 30 offers received from interested parties were forwarded to 
National Research Development Corporation for consideration. 

Chambers of Commerce, Associations of Industries, Industrial Associa- 
tions and the Ministry of Commerce and Industry have been requested to 
intimate the names of the imported raw materials manufacturing auxiliaries, 
etc. which have gone in short supply owing to restrictions on foreign exchange 
for which the: substitutes could be developed at the National Laboratories. 



APPENDIX XLMI 

Neto Delhi-2, the 3131 July, rg58lShtcoor14 g ,  1880 (Saka) 

Ofice Memorandum from the Ministry of S . M .  & F.  (Department of Miner 
45' Fuel) pursuant to action taken on para 103 of the 16th Report (1st Lmk 

Sabha) regarding closing of the accounts of the Coal Production Fund 

The Public Accounts Committee had recommended that :- 

( i)  now that the Government have accepted the recommendation made 
by the last committee that the account of the Coal Productio~ 
Fund should be closed as on 31-3-56 and the balance credited 
to the Consolidated Fund of India, 

(ii) the Ministry of Production should debit the Railway Board with 
the outstandingamount of Coal Production Cess so that the res- 
ponsibility for effecting the recoveries from the parties concerned 
or to write it off, if not recoverable as they might deem fit, should 
devolve on them. 

2. The Coal Production Fund was constituted by the Coal Production 
Fund Ordinance, 1 9 4  for financing activities for improvement of produc- 
tion, and for marketing and distribution of coal and coke during war-time. 
AD excise duty of Rs. 1-4-0 per ton was levied on all coal and coke despatched 
from collieries by rail. The duty of excise was realised by the Railways by 
means of a surcharge on freight. The levy of the cess was discontinued from 
1st May, 1947, but the accounts of the Fund continued to be operated upon 
'for making adjustment of the Arrears of recoveries and for meeting the ex- 
p a  diture. 

3. Side by side with the Coal Production Fund, the following State 
Trading Schemes on coal were also operated to help the war efforts:- 

(a) Reserve Stock of Coal. 
(b) Purchase of Colliery Stores. 

(c) Production and Supply of Coal. 
(17 Directorate of Open Cut Coal Mining. 
(it? Ponri Hill Colliery. 
(iii) Central Electricity Commission-Power House at Sijua. 

As in the case of the Coal Production Fund, these schemes also have 
ceased operating since 1947, but theu accounts were kept open for want of 
settlement of a number of outstanding items. 



4. The Coal Production Fwd Ordinance provides that the Fund shall 
be applied to meet expauiiture incurred on measures which it may be nc- 
ccssary or expedient to take for the improvement of production, marketing or 
distribution of coal or coke and that the fund may be utilised to defray h e r -  
aliu : 

(i) the deficit, if any, cm any scheme for the procurement and sale 
of cdlliery Stores and equipment, 

(ii)  any other expenditure which the Central Government directs to 
be defrayed from the Fund. 

In accordance with the above provision, it was decided that the net mdt 
in the working of the Schemes mmtioned in para 3 should be transferred to 
the accounts of the Coal Production Fund. The closing of the eccounts of 
the Coal Production Fund is thus connected with the closing of the accounts 
of the scheme. 

5. As a result of the recommendation of the Public Accour~ts Committee 
the question of closing the Accounts of the Fund and of the above mentioned 
schemes as on 31-3-56 was examined. While some of the schemes showed 
a profit and some a loss, the schemes taken as a whole, showed a deficit of 
about Rs. 2,23,19,000 as on 31-3-56. After transferring this deficit to the 
Coal Production Fund a net deficit of about Rs. 1,23,24,ooo was 
anticipated as on 31-3-56 in the Fund and there was thus no balance to be 
credited to the Consolidated Fund of India. For effecting the transfer of the 
net deficit in the Coal Production Fund to the head " 57. Miscellaneous- 
Miscellaneous and unforeseen charges", it was necessary to make E. provision 
in the budget. As there was no provision in the Budget of 1956-57, the a c  
counts of the Fund and the schemes could not be closed as on 31-3-56. Neces- 
sary provision to meet the net deficit in the Fund was however, made ia the 
budget for 1957-58 and orders issued on 20-3-57 to close the accounts of the 
Fund and the Schemes early in 1957-58. Action is being taken by the Deputy 
Director of Audit, Food, Rehabilitation, Supply, Commerce, Steel and Mines 
Calcutta, to carry out necessary adjustments in the accounts for the year 
1957-58. 

6. As regards the recommendation in para I (ii) above the Railway 
Board's contention is that they were only acting as the agents for collecting the 
cess and could not be held to have accepted any liability as an insurer in col- 
lecting all the charges. They are, doing their best to expedite the recovery of 
outstandings from the parties concerned in cases where bookhg particulars are 
available and it was not, according to them appropriate to debit them with the 
outstanding in the Fund consequent on the closure of the same. In view 
of the position stated above, this Ministry is of the opinion that this poifit 
need not be pursued further. 

7. Action taken in regard to the recoveries of the outstanding arnouats 
is as follow :- 

(i) (a) Amount recoverable from various private 



Rs. nP. 
(b) Amount recoverable from private parties 

and non-Railway Consumers (for des- 
patches of coal from collieries in the late 
Reaa State) . . 62,306~00 

( i i )  Amount payable by Western Hailway . 343 ' 23 

(iii) Amount due from various Railway Units/ 
Departments . 104,848'75 

5,783704'92 

As regards (i) (a) above, two 'test' cases have been filed by the 
General Manager, Westem Railway against the Madhya Bharat Millowners' 
Association, Indore, from whom, the bulk of the amount viz., Rs. 3,57,296/- 
is due and the same are pending before the Bench High Court of Madhya 
Pradesh at Indo~e and main High Court at Jabalpore. 

The High Court at Jabalporc has since decided the case ii. favour of the 
Western Railway but certificate of fitness of appeal to the Supreme Court 
has been granted to the defendant. The recovery of the amount due from 
other parties (viz., Rs. 4-11 lakhs minus Rs. 3-57) would depend on the 
outcome of these two test cases. If the amount is decreed and realised, credit 
for it will be afforded to the ConsoIidated Fund of India on realisation. If the 
Court gives a decree in favour of the parties concerned or realisation IS not 
possible for any other reason, further action to regularise the loss will be 
taken. 

As regards recovery of Rs. 62,3061-1- mentioned in item (i) (b) above 
the Solicitor to the Central Government had advised that the recovery of the 
amount of Cess viz., Rs. 51,758.12 nP. outstanding against 4 parties to whom 
the Coal was consigned may be kept in abeyance pending decision of the Hlgh 
Court in the test cases mentioned above but that the steps for collection of the 
cess from the collieries which produced or manufactured coal or coke might be 
proceeded wlth, if otherwise possible. It was, however, felt that the collieries 
in question will not accept any liability for the payment of cess particularly 
when under the Rules the cess was to be recovered as a surcharge on freight 
on coal and WPS not recoverable from the collieries which produced or manu- 
factured coal or coke. In the circumstances recovery of this amount is being 
kept in abeymce. In regard to the remaining balance of Rs. 10,547'88 nP. 
which is due from a large number of petty consumers, as the booking parti- 
culars are available neither with the Railways nor with the Collieries, it is 
not possible to effect the recovery and action is accordingly being taken to 
write off this amount. 

As regards item (la) above, the amount outstanding against Western Rail- 
way was stated to be Rs. 24,@4/12/- against which they have made paymerit 
of Rs. 24,081'52 nP. The Ministry of Railways were requested to ask 
the Western Railway to expedite settlement of the balance amount of Rs. 
343.23 nP. sfter necessary verification. They have stated that the amount 
remaining to be paid was Rs. 24081.52 nP. only. The matter has been EIgain 
taken up with them to ascertain the correct position. Credit for the recovery 
to the extent it is verified will be afforded to Consolidated Fund of India. 



As regards item (iir') above, here again the booking particulars are neither 
aveilable u ith the Railways nor with the Collieries. The posit icm of the Rail- 
ways in this case was not only that of consignee/consumer but also of an agent 
artrusted with the collection of cess. As the relevant records pertaining to tbe 
year 1945 to which the transection relates are not now available with the Rail- 
ways it is not possible for them to carry out any verification regarding the pay- 
ment etc. of the amount in question. The Railways are therefore, unable to 
accept the debit and action is accordingly being taken to write off this mount. 

8. The Director of Audit, Food, Rehabilitation, Supply, Commerce, 
Steel and Mines, New Deihi has seen and concurred. 

N. S. MANI, 
Joint Secretary to the Government of i>,A 

DEPARTMENT OF MINES AND FUEL 

(Ministry of Steel, Mines and Fuel) 
No. C4-28(1)/57 

Nao Del1ii-2, the 14th January, 1959, --- 
Pauslta 24, I 880 (Saka Era) 

OFFICE MEMORANDUM 

SUBJFICT :-Public Accounts Committee-Statement showing action taken or 
proposed r i ~  be taken pursuant to the recommendations of the Com- 
mittee in their Seventh Report (Second Lok Sabha). 

Reference Lok Sabha Secretariat Office Memorandum No. 1(2)/7- 
PAC158 dated 6-1-1939 on the above subject. 

2. Information on the points arising from the note forwarded to the 
Public Accounts Committee with this Ministry's Office Memorandum 
No. Bgt. 7(39)/58 dated 4-8-1958 in connection with para 103 of their 16th 
Report is furnished below. 

3. The outstanding recoveries on account of the Coal Production 
Fund Cess as shown in para 7 of the note forwarded with this Ministry's 
Office Memorandum referred to above were as under:- 

Rs. nP. 
( i)  (a) Amount recoverable from various private 

parties 4,I 1906.94 
(b) Amount recoverable from private parties 

and non-Railway Consumers (for despatches 
of coal from collieries in the Late Rewa 
State) . 62,306.00 

(ii) Amount payable by western Railways . 343 ' 23 
(iii) Amount due from various Railway Units/ 

Deptts, . , y 1,04,848.75 



4. I t  was stated in para 7 of the same note that action was being taken 
to write off the amount of Rs. 144,848.75 nP. [item (iii) above] due from 
various Railway Units/Depamnents, and an amount of Rs. 1o~jq7.88 nP. 
out of Rs. 62,306*w nP. [Item (i) (b) above] due from a large number of 
petty consumers. Government sanction to write off these amounts has 
since been issued. 

5. The question of recovery of the amount of Rs. 343.23 nP. [wide 
item (ii) above] was taken up with the Ministry of Railways (Railway Board) 
According to the assessment made by the Western Railways in 1954, the 
amount outstanding from them on account of coal production fuad was . 
Rs. 24&4/12/-, against which a payment of Rs. 24,081 52 nP. 
was made by them in July, 1957. The balance of Rs. 343.23 nP. was 
accordingly claimed from them. The Western Railway subsequently made 
a re-assessment of these dues and revised the figure to Rs. 30,356-46 nP. 
After adjusting against this the payment of Rs. 24,081'52 nP. made by them 
in July 1957, the net balance due from them was found to be Rs. 6,274.94 
nP. as against Rs. 343.23 nP. claimed from them. The whole of this balance 
has since been credited by them towards the fund. 

6. The balance now outstanding is Rs. 462,965e06 nP. as below t 

Rs. nP. 
Item i(a) 491906.94 
Item i(b) . 51.,758 12 

(62,306 - 00 nP.-10,547 88 nP; written off) 

As already intimated in para 7 of this Ministry's note referred to above 
two test cases have been filed by the Western Railway which cover the bulk 
of the outstanding amount viz. Rs. 3.57,296~0 nP. and action for recovery 
of the amount in balance has been kept in abeyance pending a final decision 
on the test cases. Those cases are still pending in Courts. Thus no fur- 
ther action can be taken in the matter till these cases are finally disposed of. 

N. S. M A N ,  
Jcint Secretary to the Government of India. 



APPENDIX XLVM 

N o ~ J l o m  the Minimy of S. M .  & F. (Department of Mines & Fuel) pursuant 
to action takn on para 226 of rhe'7rh Report regarding delay in disposal of 

Govmmenr Building 

This has refcrcncc to the report of investigation into the question of 
delay in the disposal of buildings built by the late Directorate of Open-Cut 
Coal Mining at market colliery sitc. Thc relevant extract from the Com- 
mittee's remarks on thc above rcport arc re-produced below :- 

"The Committee can do no more than express their dissatisfaction 
at the manner in which this casc was dealt with. As regards 
the sale of' buidings, it has becn stated that a payment of Rs. 
25,000/- has bccn realiscd from one colliery and the issue relating 
to anothcr is under arbitration. The Committee may be in- 
formed in due course of' the further developments in thc case." 

The issue regarding the second collicrj is still under arbitration. The 
latest position of the casc n\ furn~shed by the Coal Controller is that the 
last sitting was held on January g, 1999 before thc Cmpire (Shri Das) and 
the ncx.1 sitting ha\ been fixed for the 16th Jnnuar j .  1959. 



APPENDIX XLIX 

A7c*e )4cm the Ministry of S.  M. & F. (Dcpartmmt of Iron & Stee1)pursuant 
to acrion taken on para 21 I of the 7th Report regmding system of accounts 

at  the Rourkel~ Projcct 

INFORMATION FURNISHED IN  REPLY TO LOK SABHA SECRETARIAT OFFICE 
MEMORANDUM KO. 2(1)(70)-PAC/58 DATED 7TII JANI'ARY, 1959 

\JI'H.~T STEPS HAVE BEEN TAKEN BY THE AUTHORlTIES TO IMPROLE THE POSI'I'ION 
<.I; ACCOUNT5 AT THE KOURKELA PROJECT? 

The Company's Auditors in their report on the accounts of Hindustan 
Steel Private 1-imited for the year ending 31st March, 1955 observed as 
follows : 

"The system in operation has no doubt developed gradually as time 
went. There is, however, absence of coordination betwccn the Accounts 
Department and the executive branches of thc Company. Accounting 
procedure in our opinion requires re-examination. The state of accounts at 
Rourkela calls for immediate attention, for in our vicw, the Accounts Depart- 
ment has exercised little or no control over the affairs at Rourkcla with the 
result that accounting at this closing has been extremely difficult." 

The remarks of the Public Accounts Committee are bascd on the views 
of the Auditors pertaining to the Accounts for the year 1954-55 when Head 
Ofice of the Company was in Delhi and other ofices partly at Calcutta and 
partly at Rourkela. A great dcal of improvement has been eficcted since 
the office shifted to Rourkela in October 1956. Accounts offices at Kour- 
kela have been re-organised on a functional basis to deal with matters per- 
taining to stores, main plant, pay accounts and civil engincering works k- 
cluding township and mines. Separate cells have been formed for coordi- 
nation of accounts proccdures for financial scrutiny of expenditure propc- 
sals and for budgeting and cash. Recently steps have also been taken to 
intensify internal audit and stock verification. Subsidiary records for debt 
.and deposits are maintained where required and steps are taken to reconcile 
the sm.2. Adequate system has been introduced for assessment and recovery 
cf ren; which is working smoothly. Apart from financial acGounts, suit- 
ablz subsidiary accounts are being maintained to watch expenditure against 
estimates for construction works. Procedures for scrutiny and payment 
ci' contractors' bill have been laid down and experienced clerks attached to 
various divisions to deal with initial accounts. Expenditure against cor-- 
tracts is being watched through contractors' ledgers. For stocks and stores, 
stock limits have been prescribed and a system of stores accounting has been 
introduced. Cases of delays in documentation of stores transactions are 
vigorously pursued and there has been considerable improvement in this 
respect. 



The Public Accounts Committees' $pacific reference to absma of esti. 
mates evidently refm to want of detailed estirnates for major civil engineering 
works on plant site. In this connection, it may be mentioned that sufficient 
data was not available for the preparation of estimates and this work has now 
been taken in hand by he Chief Engineer (Plant). Hindustan Steel Private 
Limited is vigorously pursuing the question ofexpeditious compilation of these 
estimates. In all other cases including township, control is being exercised 
with reference to sanctioned estimates. Cases of want of adequate sanctions 
arc being pursued by the Accounts Department. It  is also being ensured 
that the Departmental Officers exercise financial Powers in accordance with 
the schedule of powers approved by the Board of Directors and re-delegation 
by the Resident Director, 

I t  will thus be noticed that meps have been taken towards steady improve- 
ment in accounting and financial control. The process of tightening up of 
existing procedures is being continued. 

In  respect of accounts during production stage, a Senior Cost Accounts 
Officer with a team of Accountants is already on the job of laying down 
detailed procedures after studying the practice followed in Indian Iron & 
Steel Co. Ltd. and Tata Iron & Steel Co. Ltd. 



APPENDIX L 

Note from the Mimstty of S.M. & F.  (Departmait of Iron & Steel) putwant 
ro acrion taken on para 218 of the 7th Report regarding revision in the 

estimates of the Steel Projects. 

r .  In their office memorandum No. 2(1)(70)-PAC158 dated the 19th~ 
January 1959, Lok Sabha Secretariat have asked for further information on- 

(i) How much difference in cost of the Steel Projects is attributed to.  
additions and improvements made to the Project Reports? 

(ii) How much increase in the cost has been due to under estimation by 
the Consultants ? 

(iii) Why no provision was made in the estimates of Rourkela Project 
for the cost of inland transport? 

2. In the note of the 23rd May, 1958 the difference between the originall 
&mates and the estimates subsequently given on the 13th August 1957 
wxe explained. 

(i) The following were the increases on account of improvements and1 
additions made to the plants described in their respective detailed project 
reDorts : 

Rourkela 
Bhilai 
Durgapur 

Rs . 
I I -26 crores 

3.3 t o 3 - 5  crores 
6.54 crores 

(ii) The following has been mentioned as a clear under estimation by the 
Consultants : 

Rourkela Rs. I 3 .94 crores 

In Durgapur, the cost of Indian material and Indian work had hem. 
under estimated to the extent of about Rs. 7.5 crores. 

(iii) In  the detailed project report for the Rourkela Steel Works, the 
f.0.b. costs, the c.i.f. costs, erection costs, costs of Indian supplies and costs 
of spare parts were given. Items like expenditure on project staff, customs, 
railway freight from the port of unloading to the site of the steel works in  
Rourkela etc., which were more in the nature of administrative expenses, 
were not included. Later when the detailed project report for the Bhilail 
steel works was received. it was noticed that a lump sum provision on a percen- 
tage basis had been made for railway freight and included in the total costs. 
On the other hand, no provision had been made in the Bhilai Project report 
for the cost of construction plant and machinery and enabling works. In, 
order to bring the estimates of the three steel plants to a comparable basis, 
the cost of inland transport was added to the costs given by the Consultants in 
the case of Rourkela and the costs of construction plant and machinery an& 
enabling works added to the estimates of Bhilai. 



APPENDIX Li 

Note from the Ministry of Transport & Cmmunicatiom (Department 0 , -  
Transport) pursuant to action taken on para 493 of the 7th Report giving 
the details of income and expenditure of the Road Fund and the closing 

balanccs ar rhc end of each year for the last five years. 

llnder thc Iiesolution on Koad Dvelopment adopted by the Central 
Legislature, an extra duty of Customs and of Excise of not less than two 
annas per gallon is levied on motor spirit and the proceeds thereof are applied 
for the purpose of road development. The  rate of this extra duty was two 
annns per gallon from the r st March, 1929, to the 28th February 1931 and 
since the 1st March, 1931, it has been 2 annas and 6 pies per gallon. 

2. From the proceeds of such extra duty, a sum proportionate to the 
taxed Motor Spirit used in aviation used to be dcductcd and credited to the 
Civil Aviation Iiund. With effcct from the 1st April, 1951, the amount so 
deducted is merged in General Revenues. T k  balance of the proceeds is 
credited to the Central Road Fund. 

The Civil Aviation Fund has been abolishccf from 1st ,4pril 1953 and 
the balance standing at the credit of thc fund has been transferred to the 
generul Rcvcnues. 

3. T h e  receipts in the Ccntrai Road Fund arc administered by the Govern- 
ment of Indiu in the Ministry of Transport & Communications. The  amount 
credited to the 1:und is allocated as follows: 

(a) A portion equal to 20 percent is rctained by the Central Govern- 
mcnt as a Central Rexrve. The Central Reserve is applied 
firstly to meet the cost of administering the Central Road Fund 
and thereafter upon such schemcs for research and intelligence 
and upon such special enquiries connected with roads and upon 
such special grants-in-aid for such objects connected with Roads 
as the Central Government may approve. 

(b) Out of the remainder i.c. 80 percent allocations are made by the 
Central Government to the States and Union Territories in 
India, in the ratio in which the consumption of taxed motor spirit 
(other thnn motor spirit used in aviation) in each area for which 
an allocation is to be made bears to the total consumption in the 
territory of India of taxed motor spirit (other than motor spirit 
used in aviation, during the calendar year ending during the 
financial year concerned. 

4. T h e  amount credited to the Central Reserve and the allocation t o t h e  
*various administrations is based on the actual amount of revenue creditable 
t o  the Road Fund which is known after the close of the financial year concerned 
and not on the basis of the amount of ad hoc block grant transferred to the 
Fund during the year. T h e  difference between the amount of ad hoc 

block grant transferred to the Fund and that creditable to the Fund on the 
basis of aauals is adjusted in subsequent years. 



5. The Road Fund allocation during a year relates to the revenue in 
the Fund in respect of the preceding year. In addition 'on account' alloca- 
tions in respect of the anticipated revenue for the first six months of the year 
in which such allocations are made, are also credited to the Road Fund alloca- 
tion accounts of the States. In other words, the allomtion made in a parti- 
cular year is normally in settlment of the final allocation in respect of actual 
revenue for the preceding year plus an 'on account' allocation in respect of 
the anticipated revenue for the first six months of the year in question. 

In order to enable the States to draw up a programme of works, and to 
provide for continuity in works, the anticipated revenue for the next two 
years is hypothecated, while approving the schemes to be financed out of the 
State allocations from the Central Road Fund but the actual expenditure is 
in no case allowed m exceed the amount actually available in the Fund. 

6. A1lorutiom.-The allocations to the Governors' States are retained 
by the Central Government until they are actually required for expenditure. 
The schemes proposed for being finaned from Central Koad Fund allocations 
require the prior approval of Government of India. The existing procedure 
in this regard is to give quarterly advances of go percent of thc estimated 
expenditure during each quarter and to adjust the advances against actual 
expenditure at the end of each quarter. This procedure was adopted to avoid 
accumulation of large unspent balances with the State Governments. Thus 
the allotments to the State Govenments from their Koad Fund allocations 
during a year are made according to the estimated expenditure during 
that year. Such allotments do not represent the actual Road Fund allocations 
of the States in that year which are calculated in accordance with the procedure 
explained in paras 3 and 5 above. 

7. The share of the Union Territvries calculated on the basis of the con- 
sumption of motor spirit in the territories as indicated in para 3(b) above, 
are placed at the disposal of the Administrations concerned. The  amounts 
so allotted are credited to their deposit accoutns and the actual expenditure 
incurred on approved schemes of road development is adjusted by debit to 
the relevant deposit head. 

8. Central (Ordinary) Reserve.-The procedure regarding payment 
from the Central Reserve (consisting of 20% of Central Road Fund receipts) 
is slightly different from that of allotments from the Road Fund allocations. 
After the Central Government have satisfied themselves about the suitability 
of any specified project for being financed from the Central Reserve, the State 
Governments are informed that the Centre is prepared to meet from the 
Central Reserve the whole or a stated percentage of the estimated cost of that 
project. The Government of India then sanction the detailed estimates 
for the work in question and the particulars thereof are communicated by the 
Central Government to the Audit officers with the intimation that a contri- 
bution would be made from the Central Reserve towards the expenditure 
against that estimate either at cent percent or a smaller percentage, as the 
case may be. Actual payments are made by the Accountant General, Central 
Revenues, to the State Governments on the basis of the monthly audited 
expenditure on the work as communicated to him by the Audit officer of the 
State Government concerned subject to the limit of the prescribed percentage 
sf the sanctioned estimate. 



9. DuYf world war 11, it was propcwtd to draw upon the Road Fund 
Allocation an the Central Reserve to meet the expanding needs of the Army 
for roads of Milirary importance and the Standing Committee for Roads, 
then in existence, supported this proposal. I t  was also decided for adminis- 
trative and accounting convenience to finance road works of Military impor- 
tnnce, which were to be carried out by the orcbary Civil Administration and 
the cost of which was beyond the resources of the Road Fund, through the 
procedure adopted for the Road Fund Reserve. Such schemes were wholly 
or partly financed from the Defence Services Estimates. The cost gf such 
schemes was in the first instance met from the Road Fund Reserve and sub- 
sequently recouped from the Defence Services Estimates. 

10. S p e d  Reserve.-By an amendment of the Road Fund Resolution 
in April, 1950, a special reserwe, as distinct from the Ordinary Reserve has 
been set up. To this Special Reserve, contributions towards the cost of 
Road works financed wholly or partly by Central government from sources 
outside the Road Fund, e.g. the Defence Services Estimates, are credited, 
and all expenditure representing the Central Government's share of the cost 
of works is debited. The procedure for payment, from the Special Reserve 
is the same as that for payments from the Ordinary Reserve described in 
paragraph 8 above. 

11. General.-It was decided that the Central Road Fund of the Un- 
divided government of India should be deemed to have been non-existent 
on the 15th August, 1947 and a fresh Fund created on that date, consisting 
of the amounts which would remain at the credit (but for partition) of the 
States now in the territory of India out of the allocations made to them in 
respect of the revenue upto the 14th August, 1947 plus 824 per cent of the 
balance in the Reserve as on that date. 

12. Final allocations from the Central Road Fund have so far been made 
in respect of the revenue credited to the Fund during the year 1955-56. The 
allocations for 1956-57 will shortly be worked out. The information regard- 
ing the income and expenditure of the Central Road Fund as required by the 
Public Accounts Committee, is therefore, given for the five years commencing 
irom the year 1951-52. 

13. Accordingly the information regarding the receipts and expenditure 
of the Central Road Fund and the closing balance at the end of the year for 
the five years from 1951-52 to 1955-56 is given in the three statements enclosed 
with this note (Annares  1-111). The figures included in these statements 
have been further consolidated in another statement (Annexure IV). The 
figures have been taken from the Appropriation Accounts for each year. 

14. In the statement relating to the Allocation Account (Annexure I) 
the amount of allotments sanctioned to States out of their credit balance with 
the Central government have been taken instead of the acnlal expenditure 
incurred out of these allotments. This is bemuse the allotments sanctioned 
by the government of India out of the State allocations from the Central 
Road Fund are transferred by the Accountant General Central Revenues, 
to the accounts of the States. The true balance in the Road Fund is the amount 
remaining in the Fund after the credits for the allotments are afforded by the 
Accountant Gcneral Central Revenues to the Accounts Officers of the States 
concerned. 



15. The credits to the "Allocations" and "Reserve Ordinary" accountc 
represent 8 Y, and 20% respectively of ad hoc Block grant transfend to the 
fund annually by per c w ~  debit to ''jcA3vil Works". 

(H.P. SINHA), 
Consulting Engineer (Road Development) b 

Jmxc Secretary to the G o v m e n t  of India. 

ANNEXURE I 
AIIocation Account in the Cennd Road Fund 

1951-52 
(I) Opening balance on I 4 . 5  I . 
(2) Credit during 1951-52 . 
(3) Total upto end of 1951-52 . 

Deduct 
Disbursement made during 195 1-52 

(4) Closing balance on 31-3-52 . 
1952-53 
(5) Credit during 1952-53 . 
(6) Total upto end of 1952-53 

Deduct 
Disbursement made during 1952-53 

(7) Closing Balance on 31.3.53 . 
1953-54 
(8) Credit during 1953-54 . 
(9) Total upto end of 1953-54 . 

Deduct 
Disbursement made during 1953-54 

(30) Closing Balance on 31.3.54 . 
1954-55 
(I  I) Credit during 1954-55 . 
(12) Total upto end of 1954-55 . 

(Rs. Lab.) 

539' 39 
272'00 

811.39 



(Rs. iekhs.) 
Deduct 

Disbumanent made during 1954-55 . 527'31 

(13) Closing Balance on 31.3.55 . 774' 17 

1955-56 
(14) Credit during 1955-56 ~Scl-so -- - -. 
(15) Total upto end of 1955-56 . : 134- '7 

D e d w  
Disbursement made during 1955-56 . 375 ' 98 

(16) CAosing Balance on 31.3.56 . ;5;5';9 

Ordinar-y Rescnw Account on rhc Central Roud Fund 

1951-52 Ks. Lakhs 

( I )  Opening balance on 1.4.5 r 60.70' 
(a) Credit during 195 1-52 . 68.84 - 
(3) Total upto end of 1951-52 . 129.54 

Deduct 
Expenditure duing 195 1-52 

(4) Closing Balance on 31.3.52 

1952-53 
5 .  Credit during 1952-53 . 
6. Total upto end of 1952-5; 

Deduct 
Expenditure during 1952-33 

7. Closing Balance on 31.3.53 

1953-54 
8. Credit during 1953-54 . 
g. Total upto end of 1953-54 . 
Deduct 

Bxpendkire durhg :$a?- <a 



.Y, 
Udr 

Rs. iatts.  
10. Closiq Balance on 31.3.54 . 250' 95- 

1954-55 
I I .  Credit during 1954-55 . . 0 S 8 . o ~ .  

12. Total upto end of 1954-55 . 338'95 

Dtducr 
Expenditure during 1954-55 . 23'54 ----- 

13 .  Closing Balance on 31 -3-55 375.41 

1055-56 
14. Credit during rg55-j6 . (13  ,3$ ---- 
15. Total upto end of 1955-56 -405 ' 4 I 

Deduct 
Expenditure during 1955-56 . 3 3 '  3r ----- 

16. Closing Balance on 3 I .3.56 . 372- 10 

ANNEXURE I11 

Special Reserve Accoun: in rhe Central Road Fund. 

1951-52 Ks. Lakhs. 

I .  Opening balance on r .4.51 . 42 .16 .  

2. Credit during 1951-52 . 89.98 --- 
3. Total upto end of 1951-52 132. 14  

Deduct 
Expenditure during r 95 1-52 . 44'95 -- 

4.  Closing Balance on 3 I .3.52 87.19.  

1952-53 
5. Credit during 1952-53 . 130'55 --- 
6. Total to end of 1952-53 . 217'74 

Deduct 
Expenditure during 1952-3  127.72 --- - 

7 .  Closing Balance on 31.3.53 . 3: -=2. 



Y 953-54 Rs. Lakhs. 
8 . Credit during 1953-54 . 158.06 

g . Total to end of 1953-54' . 248 d? 

x0 ed uct , 

Expenditure during 1953-54 . 154'27 

iIO. Closing Balance on 31.3.54 93.81 

195 4-55 
a I. C redit during 1954-55 . 158.73 

12. Total to end of 1954-55' . 252.54 

Expenditure during 1954-55 . 110.66 

r 3. Closing Balance on 31.3.55 141.88 

I955 -56 
q. Credit during 1955-56 . 76.33 

15. Total to end of 1955-56 . 218.21 

Ded u cc 

Expenditure during 1956-56 . 84-08 --- 
-16. Closing Balance on 31.3.56 . 134.13 

ANNEXURE IV 

Central Road Fund Account 
Rs. lakhs. 

. I .  Opening balance on 1.4.51 (Total of opening balance 
shown in Annexures 1-111) . 642 '25 

2. Unallocated balance on I .4.51 . 455 ' 34 

3. Credits during the years 1951-52 to I 955-56 . . 2,824'48 

4. Total upto end of 1955-56 . 3,922'07 
Deduct 

Expenditure during the years 1951-52 to 1955-56. . 2,205 3 I 

5. Closing balance at end of 1955-56' . . 1,716.76 

Note:- The difference of Rs. 4.86 lakhs between the closing balance 
,(Rs. 1,716.76 lakhs) shown in this statement and that shown in the appropria- 
.tion accounts for 1955-56 (Rs.  1,71 I .go lakhs) was the effect of an erroneous 
adjustment of Rs. (-) 4-89 lakhs in the accounts for 1948-49 subsequently 
.set right in 1957-58 and rounding (Rs. 3,000). 



APPENDIX LII 

Note from the Minis1 y of W.H.& S. pursuant to action rakm a para I32 
of the 23rd Reporr regarding loss due ro non-acceptance of a more favourabir 
offer. 

No. PII-I 1(8)/55. New Delhi, the Feb., 1959. 

The Public Accounts Committee in Para 132 of their ~ 3 r d  Report have 
recommended as follows :- 

"The Committee desire that in the matter of placing overseas contracts, 
the relative advantages of FOB and CIF basis of contracts should 
be watched over a period of years to evolve a formula for general 
guidance." 

The above recommendation of the Public Accounts Committee is in turn 
based on the note submitted to them in December 1956 by this Ministry 
(Annexure I-Appendix XI1 of Twenty-third Report of Public Accounts 
Cornmittee-Vol.11). 

2. As already pointed out in the earlier note, in the case of liner shipments 
i t  is on the whole more advantageous to Government to place contracts on 
F. 0. B. basis, particularly in view of the position explained in subsequent 
paragraphs. It may be mentioned in this connection that the Audit Oficer, 
Washington, has now observed that the 15% rebate allowed by Conference 
Lines is not only available to Govt. but also to private firms who are regular 
clients of the Conference Lines. But, whereas the latter are under an obliga- 
tion to ship by the Conference Lines alone, the Government have the option 
t o  engage freight outside Conference Lines when ever it i s more economical, 

3. The Government of India have accepted encouragement of Indian 
shipping as their declared policy and have, therefore, the obligation to trans- 
late this into practice by moving as much of their cargo as possible through 
Indian Shipping lines. If C & F Contracts are placed either in the Continent 
of Europe or in America for considerable purchases that are being made, 
the Purchase Organisation will have no say on the type of ship to be used. T o  
'tie a prospective supplier to use Indian flag vessels either for the full tonnage 
bought from him or part of the tonnage would be unrealistic, because no 
aupplier will be willing to accept such a condition, as it is not the normal prac- 
tice of trade on C. & F. supply to insist on a quantity of goods being shipped by 
a vessel of a particular flag. For the shipment of stores financed out of the 
International Cooperation Administration funds they have been insisting that 
50% of the goods should be shipped in American Flag vessels under the 
I.C.A. rules and this clause, notwithstanding the fact that America has a 
large Merchant Marine fleet, has been causing difficulties. With its 
limited Merchant Marine fleet today if such a clause were to be put in!contract 
insisting on the movement of even a portion of the cargo by Indian flag vessels, 
i t  is bound to create difficulties and put up the overall C&F cost. Therefore, 



to encourage Indian Shipping the only alternative is to'place a F . 0  .B. con- 
hereb allowing the purchase organisation to retain the initiative to make F w o Indian shipping to the maximum extent possible. 

Apart fiom the encouragement oflnational shipping the maximum utilitj- 
tation of the space available in In&n shipping Lines is also of very great 
importance to the country at this stage of extreme foreign exchange shortage. 
During 1958 the I.S.M. had to move 80 locomotives from America to 
India and because the I.S.M. retained the initiative to arrange shipping by 
amending the terms of a C. & F. contract into F.O.B. subsequently, I.S.M. 
were able to utilize the services of an Indian shipping Company to undertake 
shipment of 24 out of these 80 locomotives. The dollar exchange saving on 
this account alone is 156,000. This is only by way of illustration. Therefore, 
whatever the merits of C&F. and F.O.B. purchases may be, it appears neces- 
sary to retain the initiative for arrangement of shipments with the Purchase 
Organisations having egard to the interest of Indian shipping industry and 
also the paramount need to save foreign exchange. 

4. The India Supply Mission/India Store Department have, however, 
since carried out a review of charter shipments during 1956-57 and 1957-58 
to determine whether F.O.B. or C. & F. quotations are more favourable so 
that a formula could be evolved for general guidance. This review has 
been primarily confined to charter shipments as distinct from routine shipments 
on liner terms or bulk cargo shipments referred to in the earlier para- 
graphs. 

As far as charter shipments are concerned, the India Store Department 
have stated that during the period in question, there has been no case with 
them involving charter shipment where quotations were received both on 
F.O.B. and C.&F. basis and that, therefore, they are unable to offer any useful. 
comments as to which system is more advantageous to Govt. and as to whether 
formula could be evolved'for the purpose of general guidance. The I.S.M. 
however, have unertaken a number of charter shipments over this period and 
have stated that particularly in the case of food purchases, they have at times 
been able to obtain wheat at cheaper rates on C. & F. basis as compared to 
F. 0 .  B, basis. They are of the opinion, however, that this experience is 
insufficient to warrant the conclusion that placement of contracts on C. & F. 
basis would be more advantageous to Government than on F. 0. B. basis, 
and that, therefore, it would be difficult to evolve any formula for purposes 
of general guidance to our Purchase Missions. 

5. In this connection, they have pointed out that mere comparison of 
C. & F. and F. 0 .  B. quotations without reservation would be misleading, 
It is their opinion that, as far as C. & F. contracts with big grain export houses. 
are concerned, they may be able to quote a freight rate slightly lower than 
the prevailing market rate on account of the following two reasons :- 

(i) Most of the big grain houses in United States are also interested 
in freight, as they may have their own subsidiary shipping concerns. 
At a time when they have some extra freight available for which 
they cannot find any employment, they may give some freight 
reduction in order to make the C. & F. offer attractive. 



(ii) They may be able to quote lower rates either because they have 
covered their freight in advance, as in their opinion the freight 
market is firm or is likely to go up, or where it is the supplier's or 
trader's opinion that the freight rate is likely to go down and he 
may derive some advantage by waiting for appropriate time before 
securing freight say, within a couple of days from the day of 
shipment; he may still quote on C. & F. basis without having 
covered himself on freight. In reality, therefore, where a supplier 
quotes on C. & F. basis, he often speculates in the freight 
market using his best judgement whereas, where Government 
conclude F. 0. B. purchases, there is no room for speculation and 
it is necessary for Government to secure freight as early as possible 
after purchasing wheat so as to match the freight with the delivery 
of wheat. To this extent, therefore, Government ordinarily pay 
standard prices in a freight market whereas supplier who accepts 
the contract on C. & F. basis may be in a position to speculate 
and thus secure for his benefit any rise or faU of rate in the freight 
market. 

In  I.S.M.'s opinion, this position is true only with regard to food grain 
shipments. I t  is their opinion that in the shipment of general cargo, where 
th e supplier has no specialized knowledge of freight, while giving C. & F. 
quotations, he usually speculates as to what would be the freight cost at the 
time of shipment, to which he adds a little cushion to safeguard himself. In 
such cases the suppller stands to lose only in the case of freight rate going 
beyond the anticipated freight cost plus the cushion he has provided. This 
in I . S M 7 s  opinion happens very rarely as a normal Supplier in U.S.A. 
is very conservative when he quotes his freight rate and invariably provides 
sufficient cushion. If this speculation is good and the freight does not go 
beyond the rate he has speculated, the supplier gets not only the normal profit 
but also a profit on the freight. As such, placing of contracts on C. & F. 
basis in preference to F.O.B. basis for general cargo may not, in most 
cases, be of advantage to Government. 

6. It  is, therefore, the conclusion of I.S.M. that purchases on C.& F. 
basis may not ultimately be all that advantageous to Government and that i t  
is best, therefore, that discretion is available to the officers on the spot to 
determine whether on any particular occasion it would be preferable to 
conclude a contract on C. & F. or on F. 0. B. basis. There may have been 
certain cases where on acceptance of quotation on F. 0 .  B. in preference to 
C. & F. by I.S.Ml., Government had to incur extra expenditure. However, 
in order to give a logical conclusion as to whether C.& F. or F. O.B. purchases 
will be more favourable, it would be necessary to consider a number of cases 
in which contracts have been awarded over a period of time and take the gains 
that may have been made by making F.O.B. purchases alongwith the losses 
as compared to each other. Such a comparison is possible only if quotations 
are invited both on F. O.B. and C .  & F. basis for each contract. However, the 
practice prevailing in I.S.M. is to ilivite only F.O.B. tenders as American 
suppliers are usually averse to taking any responsibility for delivery of goods 
at Indian ports. I t  is, however, I. S. M.'s opinion that there would be a num- 
be1 of cases where by exercise of discretion and making F. 0. B. purchaser, 
I.S.M. would save money. For instance, in a recent contract for xoo 



Iacomotivcs, where initially the contract provided that the firms would call 
Conh quotations for freight, find out the rate and get the Reasonableness 
Certificate from I. S. M., I.S.M. had to pay $10,500 per unit towards freight 
for the first lot of 20 locomotives. Afterward?, the contract terms were 
amended and the Mission were given full power to arrange the shipm-nt of 
the locomotivm. The rernnining 80 lommotivcs, I.S.M. were able to shi 
at the rate of ). 6,500 per unit. By the exercise of their discretion, I. S. hP 
in this case saved a lot of money. In another case of recent food purchase 
undertaken by the Mission, it has been possible for them to secure more ad- 
vanta e o u  terms on F. 0. B. purcbses than would have been the case on 
C. dl $. purchases by arranging shipment not only by charter but even under 
liner terms, whcre necessary. 

7. I t  is aka the I. S. Me's conclusion that even in food purchases, pur- 
chase on C. & F. terms may at time bc more advantageous to Government, 
these conclusions do not necessarily apply to the purchase of other s t o m  
ouch as steel as in the case of steel, there is usually sufficient time between the 
date of placing of contmct and the date of delivery to enable rhe purchaser to 
determine whether in a psrticular case, it would be prcfcrable to go in for 
F. 0. B. purchase or whether in such a case, C. & F. purchase would be more 
advantageous to Government. It has been reported by I. S. M. that, as far 
as PL 480 is concerned, the United States Department of Agriculture which 
used to issue C. & F. authorisations as well as F. 0. B. authorisations in the 
pas3 have revised their p l i c y  now and are issuing only F. 0. I3. authorisation 
ln VJew of the fact that in CJ& F. purchases the grain houses were speculating 
in freight and raising the freight market from time to time and were making 
profits not only on the grain sold but also on the freight carried. This 
decision of the U.S.D.A. is a clear pointer on the merits and demerits of 
P.O.B. purchases versus C. & P. purchases as far as grain trade is con- 
cerned. 

I n  view of these considerations, the I. S. M. have advocated F. 0. B 
purchases with the provision that discretion should be vested in the officers 
on the spot to determine whether a I?. 0. B. or C. & F. purchase as the case 
may be, is more advantageous to Government whilst it would be against 
Government interests to tic down any purchase Mission to any particu:ar 
manner of purchase at all times. 

8. This Ministry have also considered the matter in the light of the review 
undertaken by the I S M .  and are of the opinion that it is best to leave the 
matter to the discretion of the purchase Mission to decide each particular case 
on  merits whether it is to Gavernrnent's advantage to conclude C. & F. 
or  F. 0. B. contract and to this extent no general formula is really possible. 
Audit have advocated that while the Purchase a c e r  should exercise this 
discretion, he should obtain quotation both on F. 0. B. and C. & F. basis 
in each case so as to provide 'a basis for comparison. 

(M. R. SACHDEV), 
Secrutwy to the Government of India. 



MINISTRY OF WORKS, HOUSING & SUPPLY 

NOTE FOR THE PUBLIC ACCOUNTS COMMITTEE 

SCBJECT :-Public Accounrs Crnnrit tec~Consid~~ation of tire Appropriation 
Accounts (Civil) ,  1952-53 and Audit R~port, 1g5+-Part 11 
and Commrrcial Appcndix rhrrcto and Audit Report (Clod) 1955. 

Rrference :-LOK SARHA 0. M. NO. 100-PAC/55, DATED 19-11-56. PARA 
27-I -0~~ DTE TO KON-ACCEPTASCE OF A M O M  FAVOURABLE 
OFFER. 

A note stating the results of the review to be undertaken in the C. & F. 
and F.A.S. contracts entered into by the Ministry of Works, Housing & 
Supply. 

In assessing such merits a distinction will have to be made between 
charter shipments and liner shipments. In  the case of liner shipments 
there can be no doubt that it is more advantageous to Government of India 
to conclude contract on F.O.B. basis and make their own arrangements 
for shipment, for reasons as since confirmed by the India Supply Mission, 
whose reply, is reproduced below :- 

''No doubt it is obviously advantageous to the Government to pur- 
chase stores on F.O.B. basis rather than C. & F. in the case where 
berth-line shipments are involved as India Supply Mission get 
1 5 %  concession on the Conference rates. This concession is 
not available to the private trade. Besides that, we save in the 
matter of charges hy freight forwarder and the handling cost 
which are also available to us from our contractor at a very rea- 
sonable rate." 

The  same conditions also apply in the case of India Store Department, 
London, namely, a 15% concession on the Conference rates plus saving 
i n  the charges for freight forwarding and handling. 

This however, does not mean that offers on C. & F. basis in the case 
of charter shipments are not accepted by the Government. Ordinarily, 
however, such offers are not received even where the consignment is of suB- 
cient volume and tonnage to warrant a charter ; firms also, usually, add a 
substantial premium to their quotation if they are required to quote on C. & F. 
basis to cover possible increases in freight rates subsequent to their quota- 
tion and the anticipated difficulties in obtaining shipping space due to the 
present tight shipping position. Government of India, occasionally, accept 
offers on C. & F. basis in view of difficulties involved in arranging freight 
departmentally and when prevailing freight rates are not more favourable 
and it is not considered worthwhile to arrange shipment departmentally. 
I n  this particular case of shipment of steel billets C. & F. offer was not ac- 
cepted as it was anticipated that rates would come down and it would be 
more economical to accept an F. A. S. quotation and arrange freight depart- 
mentally though unfortunately this expectation did not materialhe. 



The  Mission were also requested to let us know the result of such a 
rcveiw in case of shipments on full charter baqis durirlg the last one year. 
As there has been no case of shipment on full charter basis, during the 
last one year, the Mission are unable to compare contracts on F. 0. B. & 
C. & F. basis to know which of them would be more advantageous. Ordi- 
narily, however, except in exceptional cases chaner arranged by Govern- 
ment is less costly in view of the arrangement for chaner being made direc- 
tly from the Baltic Exchange, and the saving in dollar under such an arrange- 
ment which enable the freight element to be paid in soft currency. 

Sd/- (M. R. SACHDEV) 
Secretary, Ministry of Works, Housing, & Supply. 



APPENDIX UII 

Notes from the hiinittry of W .  H .  & S. pursuant to acrion taken on potas 
237-239 of the 7th Report regarding deparnental execution of work. 

Paragraph 1 1  of the Audit Report (Civil) 1956 relates to the excess on 
the estimate for the year 1952-53 for the work of annual repairs and main- 
tenance of G.O. Bs. Class 'A'. The estimate for this work was sanctioned 
tor a sum of Rs. 58,1501- against which the expenditure booked is Rs. 
804561-. t 

2. In the Audit paragraph, it has been stated that the work was done 
partly by contract and partly by departmental labour. The portion of the 
work which was let out on contract was estimated to cost a little over Rs. 
21,oool- and was executed at cheaper rates. The overall expenditure u- 
ceed:d the estimate by Rs. 22,3061- after absorbing the saving. 

3. During the discussion in the meeting of the Public Accounts Com- 
mittee on 3-1-1958, it was explained by the representative of the Ministry 
of Works, Housing and Supply that there was a change in the occupancy 
of certain bungalows due to their upgrading thereby necessitating extensive 
repairs and some of the bungalows were also partitioned and split up into 
t vo  units. Further, due to dampness in certain bungalows it was found neccr- 
sary to do under-pinning as a result of which heavy repairs had to be carried 
out. Therefore, the expenditure on such repairs could not be met from 
within the sanctioned estimate based on the prescribed percentage for main- 
tenance of buildings. 

4. The Committee observed that in such cases the estimates for repairs 
should be more realistic and the representative of the Ministry agreed that 
necessary instructions will be issued in this behalf. The Public Accounts 
Committee have now desired to be furnished further information as below :- 

(a) Copies of the instructions issued to the P.W.D. authorities that 
the estimates should be more realistic, should be sent to audit 
and to the P.A.C. Secretariat. 

(b) A note giving the details of excess amounting to Rs. 22,1841- 
and explaining why the actual expenditure went up, what was 
anticipated and why any particular expenditure was incurred. 
Regarding (a), a copy of the instructions which have been issued 
separately, is enclosed. 

Regarding (b), it may be stated that the estimate originally was sanctioned 
for a sum of Rs. 58,1501- on the basis of percentages fixed by the Chief En- 
gineer on the capital cost of the buildings as per details below :- 

Capital cost of permanent builchgs com- 
tructed prior to 1946 - '2oJ442I  @,2'5% 50,611 



Capital coat of permanent buildings cons- 
tructed in I gq6 . - 2,65290 0 ~ ~ 5 %  6,633 

Capital cost of permanent buildings cons- 
tructed after 1947 . 15,025 @I *my, 150 

Add for maintenance of unfiltered water 
supply line on the compound of 42 
bungalows . 42 x 15 each 630 

Add for 42 hydrants . 4 2 x  10 420 

TOTAL 58,444 
or say . 58,450 

Dut estimate was only sanctioned for Ks. 58,150. 

5 .  During the year it was found ncceseary to do under-pinning in 
the foundations of some of thc buildings because of dampness. Thiq was 
done in six bungalows namely ( I )  No. 3, King Edward Koad, (2) No. 7, 
Quecnsway, (3)  No. 2, Sunehri 13agh Road, (4) No. I ,  King Edward Road, 
(5) No. 8, Queensway. (6)  No. 4, York Place. The  cspenditure on under- 
pinning was charged to Special Kepairs Estimates separately but no provi- 
sion was made in thcsc estimates for the other items of repair works which 
became necessary as a result of' under-pinning. Such items had to be charg- 
ed to the annual repairs estirnatc which was sanctioned originally for Rs. 
58,150/-. 

6. Out of 42 bungalows, tenancy during the year was changed in the 
case of 17  bungulows as pcr list attached. These bungalows are meant 
for high officials and thcreforc due to the change of tenancy some extra repairs 
had to be carried out during the year. 

7. 5 bungalows namely ( I )  q, York Place, (2) No. 3 King Edward 
Road (3) 7, Quecnsway, (4) 1 1 ,  Queensway and ( 5 )  No. 8 ,Queensway, were 
partitioned and split up into two units to provide accommodation for two 
officers instead uf one. The expenditure on acccunt ( f splitting up these 
bungalows was accounted for separately but this resulted in extra expendi- 
ture on repair items also which were charged to the Annual Repairs Esti- 
mate. 

8. For the reasons stated above additional repairs had to be carried 
out in the a s e  of 28 bungalows thus resulting in excess over the sanctioned 
estimates. 

g. Due to the change in tenancy in some of the bungalows as stated 
above, chowkidars also had to be employed for watch and ward during the 
period the bungalows remained vacant or under repairs. This also resulted 
m additional expenditure. 

10. Repairs during the year were carried out through different agencies 
i.e. thrqugh contractor work-charged establishment and employing casual 
labour on muster roll. Some expenditure was also incurred on materials 
supplied depm~enta l ly .  The amounts spent under each of these heads 
arc stated below : 

Rs. 
I. Work done through contract. . 12,477 
2. Cnrt of work-charged establishment . . a5610 



Rs. 
3. Work done through casual labour . 12,588 
4. Cost of materials consumed . 29,591 

r r .  Out of the work done through the casual labour, measurements 
were recorded for items amounting to Rs. 3,133'75. The details of these 
items are enclosed. The rest of the work done through the casual labour 
was not measured and was certified as not susceptible of measurenlents. 
A sum of Rs. 189;- is booked under contingencies. 

12. The details of the excess of Rs. a2,306l- are shown as under : 

Sub-head 
Amount as Amount of Difference 

Per actual Excess ( +), 
sancrioned expendi- Saving (-)$ 
estimate ture 

-.--- 
Rs. Rs. Rs. 

r. Work-charged establishment . 25,788 25,610 (+)3a2 
a. Casual Labour . 2,191 12,588 (+)10,397 
3. Cost of rnatcrials used by work-charg- 

ed & casual labour . 8,261 29,592 21,331 
4. Work done by cor tractor . 22,410 12,477 (-19,933 
5 .  Contingencies . . . 189 (-t-)189 

NE\V DELHI; (K. ~XRISHNASWAMY)- - 
The 2utd August, 1958. Joint Secretary to the Government of India. 

Statement showing the list of bungalows in which tenuncy ulor char@ during; 
the year 1952-53 

I.  No. 4, Hasting Road. 
a. No. 6, Hasting Road. 
3. No. 7, Hasting Road. 
4. No. 8, Haqting Road. 
j. No. 8, York Road. 
6.  No. I, York Place. 
7. No. 2, York Place. 
8. No. 3, York Place. 
g. No. 3, Queensway. 

10. No. 10, Queensway. 
11, No. 12, Queensway. 
12. No. 3, King Edward Road. 
13. No. I, Clive Road. 
14. No. 5, Race Course Road. 
15, No. 8, Albuquerque Road. 
16. No. 4, King George's Avenue. 
17. No. 8, King George's Avenue. 



Abstract 

Work measured Labour Material Work done 

G, 0. B. Rs. Rs. Bees waxing and sand 
C h s  'A' 3122-12-0 1611-o-o papering doors & 

windows . . Rs. nP. 

at Rs. I % 
Scrapping old peal off 

whm & colour waqh- 
ing 30-125 at 1,'4 ';/o . 380.43 

Painting of sorts after 
sand papering doors 
8i windows Fire-Places 
22980 @1;13,40/o . 411-62 

Painting to sanitary 
fittings in 20 Bunbn- 
lows at 5!- each . ioo*oo 

Colour washing 33165 @ 
-,'fj, - (1 ' i u  - - 199-00 

Cleaning g l m  panes 
1Zcmuving stains etc. 
(LS) . 325'00 

Repairing Plinth & 
l'ainting with Hemanchid 
5 Bungalows 9096 sft. 
at-/14'-O/o . 127.34 

Repairs & Painting to 
Gates 13 Bungalow-s 
at Rs. 7/-&. 91 .CQ 

Repair to Ceiling Plaetu 
d Floors L.S. etc.3 . 250-oo 

Making chullahni-(L. S.) x q 7  .oo 

Replacing W.a and L. 
Bars. . 300*00 



CENTRAL PUBLIC WORKS DEPARTMENT 
No. 16/2j58-WI Dred, New Delhi. the; 8th yuly, 1958 

SUBJECT :-P~rcenrage of A ~ n u a l  Repairs and Spc ia l  Rcpairs for maintenance 
of Goacmrnc?~~ buildrrzgs. 

In the orders issued in this Office Memn. No. WI/CE/73 dated 17-2-54 
and No. WIICEi73 &tcd 22-10-54, certain percentages had been laid down 
within which the expenditure on annual repairs and special repairs on Govern- 
ment buildings has to be incurred. These percentages have been prescribed 
for adoption in all Circles and Divisions of the Central P.W.D. 

A case has come to Notice in which the expenditure on annual repairs 
to certain residential buildings far exceeded the prescribed limit for which 
the estimate was originally sanctioned based on the percentages fixed by the 
Chief Engineer. There was also a considerable delay in having the excess 
regularioed under the orders of the competent authority. The excess was 
due to certain items of repairs which had to be done on account of upgrading 
of certain residences and dividing them into two units. Further, certain 
repairs were done as a result of under-pinning in the foundations. 

Audit mentioned this case in their Audit Report and the Public Accounts 
Committee took a serious objection in the way in which this case has been 
dealt with i.e. neither the estimate was propared on a realistic basis nor was 
action taken by the officers well in time to have the excess regulnrised. 

In such cases, it is necessary that the items of repair work should be 
anticipated well in advance and such items which cannot he ordin~rily 
covered by the repair estimates which are sanctioned on perceni age basis 
should be covered by Supplementary estimates which should be got san- 
ctioned from the Additional Chief Engineers before such items are taken 
in hand. The intention is that our estimates should be framed on realistic 
basis and confirm to the actual requirements and not merely Limited to 
the percentages fixed by this office which are meant for carrying out ordinary 
annual repairs. 

a 
Even in the case of ordinary repain if any particular case the percen- 

tages on which the estimate is to be based are not likely to aver the repair works 
proposed to be done, the percentages should be got revised from the Addi- 
tional Chief Engineer so that the expenditure remains within the estimates 
sanctioned by the competent authority. If in any exceptional case there i s  
likelihood of the estimate being exceeded steps should be mken during the 
execution of the work to have the revised estimate sanctioned under the orders 
of the competent authority. The expenditure as recorded in the register of 
works should also be reviewed with a view to see that excesses, if any, iu 
nspect of a particular works are regularised well in time. 

'To 
Sd/- Chief Engineer. 

I. All Additional Chief Engineen 
2. etc. ctc. 



APPENDIX LIV 

Note regarding departmenral execurion of arorks-Disciplinary action-paras 
237(i), 238(ii) and 239 (ii13 o j  [he 7th Heporr (Second Lok Subha)-of rhe 
P.A.C. 

REFER~NCE :- Note for the Public Accounts Committee sent to the Lok 
Sabha Secretariare, vide:rhe Ministry of Works, Housing 
cnd Supply's O.M. No. B-5(49)/57, dated 26-8-1958, 

A note of warning for not maintaining the initial accounts and for laxity 
of financiiil control has been reccrticd on the Character Rclls of the officers 
concerned. 

(K.  S. KRISHNASWAMI), 
Joint Secrcrary ro rhc Gozlcrnmcnr o j  India. 

NEW DEIIII; 
Dated 17th Jan., 1959. 



APPENDIX LV 

N o t e  from the Ministry of W.H. 49 S. pursuant to aztion taken on para 
&+9(it') of the 7th Report regarding recovery of arrears if rent due front the 

displaced persons 

With regard to the amount of arrears of damages in respect of Govern- 
ment premises recoverable by the Estate Office from displaced persons who 
had verified claims, the Public Accounts Committee had suggested that the 
Ministry of Works, Housing and Supply should intimate the outstandings to 
the Minitry of Rehabilitation who in their turn should take steps to adjust 
them against any amount of compensation that might be payable to such 
persons. In February, 1957, the Committee was informed that the Ministry 
of Rehabilitation had not agreed to declare damages outstanding against dis- 
placed persons as "public dues" and to recover them from the compensation 
payable to the persons concerned. It was also stated that necessary ation to 

qecover the dues through recourse to law would be taken after finding the where- 
abouts of the persons concerned. In their Office Memorandum No. 351 
PAC/55, dated the ~ 3 r d  May, 1957, the Lok Sabha Secretariat desired that 
the circumstances under which the recommendation of the Public Accounts 
Committee could not be accepted by the Ministry of Rehabilitation be in- 
timated for the information of the members of the Committee. 

2. The Ministry of Rehabilitation have explained the position as 
under :- 

(4 There were about 44 lakh claimants for compensation out of whom 
about half had already been paid compensation. It  would not 
be possible to check up all the applications for compensation with 
the list of defaulters furnished by the Estate Office specially as in 
the very nature of things the said list could not contain detailed 
particulars of the defaulters the whereabouts of many of whom 
were not known to the Estate Office. It  would be difficult to 
compile lists of all the claimants who had yet to be paid and to 
send them to the Estate Office for verifying whether any amount 
in the shape of rent or damages for unauthorised occupation is 
due from them in respect of the accommodation occupied by 
them. 

(ti) A vast majority of claimants are to be paid compensation by tranr- 
fer of Government built or evacuee property. The claimant 
are not entitled to payment in cash, except in cases where net 
compensation does not exceed Rs. 4,0m/-. In view of this re- 
covery from the said displaced persons in cash would not be prac- 
ticable. 

(iii) Cash compensation upto a maximum of Rs. 8,ooo/- was paid to 
a few priority categories of displaced persons e.g., T.B. Patients, 
blind and disabled persons, widows, cancer patients, personr) 
above 65 years of age, inmates of Homes and Infirmaries etc. The 

I 
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payments are ma& entirely on humane grounds. Eva, ~ t '  a 
defaulter belonged to any of these categories it would be ciiffidt 
to render void the promise made to him for payment in cash and 
then adjust the same against the dues of the Estate Office. In 
any case, the majority of such "priority" cases have already been 
paid amounts due to than. Moreover, the cashresources of the 
Compensation Pool are so meagre that the Ministry of Reha- 
bilitation arc not ready to make any commitment to pay in cash 
except to a very limited number of displaced persons. 

(iv The damages due from the displaced claimants cannot be re- 
covered as "public dues" under the Displaced Persons (Com- 
pcnsation and Rehabilitation) Act, 1954 unless they are specifi- 
cally declared as such by a notification under section 2 ( 4  (iv) of 
the Act. Only such amounts are treated as "public dues" as are 
creditable on deduction to the Compensation Pool constituted 
under Section 14 of the Act. As the arrears of rent will have to 
be paid to the Estate Officer, the Ministry of Rehabilitation arc 
averse to declaring these damages as "public dues." 

3. With regard to para z(i) above, Audit have remarked as under :- 

"It may be possible to devise a suitable procedure to facilitate re- 
coveries of the Estate Officer's dues from the Compensation claims 
if it is decided by Government to effect the recoveries m thls 
manner wherever possible. If the Claims Office is to able to 
check up the list of applications they may at least send to the 
Estate W c e r  a list of claims (with sullicient particulars) which 
~t is proposed to meet as each such list becomes ready. An 
arrangement may be reached with the Estate Officer that the latter 
would within a week or ten days of the receipt of such list notify 
the cases in which there are outstandings to be recovered. After 
all the Claims Wee can make only a certain number of payments 
in a day. The procedure outlined above would merely mean 
that the payments would be delayed by a period of a week or ten 
days in each case. There m y  be other and better ways of getting 
over the difficulty." 

4. As =gar& p r a  a(iv) above, the comments made by Audit were as 
follows :- 

" As it appears the Ministry of Rehabilitation are averse to this course 
as it would reduce the cash payment otherwise admissible to the 
displaced persons. If so the main reasons for not effecting re- 
coveries at least in cases where full particulars etc. are available 
would be considerations of policy which might be explained in 
the note for the information of the Public Accouna Committee. 

During 1957-58 alone a sum of Rs. 12 crores has been provided for 
cash payments of Compen~ation to displaced personr in Demand 
No. 125. Obviously the adjustment of recovery of this small 
amount of about Rs. 2 lakhs against the Compensatian pool is 
not likely to upset the cash reasoutces of the pool"., 



In this conmction the Ministry of Rehabilitation haw pointed out that 
the amount of Rs. xa crores had been provided only to meet the cash liabili- 
tier inherent in the compensation scheme and not for any other purpose. 
Demands of the typ! in question from other Government Departments etc. 
have had to be rejected because the cash resourc& of the pool are not enough 
cvcn to meet the unmediate needs of the Ministry of Rehabilitation. It  may 
also be mentioned that under section 14 of the Displaced Persons (Com- 
pensation and Rehabilltation) Act, 1954 the Compensation Pool can be 
uulised only for payment of compensation and rehabilitation grants to dis- 
placed persons. The Ministry of Rehabilitation are therefore precluded 
from utihing the resources of the pool for any other purpose. The payment 
of arrears of rent to the Estate Officer in cash from the resources of the Pool 
would, therefore, be ultra wira af the section ~ f e r r e d  to above. 

5. The Ministry of Rehabilitation have however agreed to adjust the 
dues of the Estate Office against the compensation amount provided a re- 
quest to this effect is received by them from the displaced persons conceme& 
This will enable the Enate Office to recover their dues in certain cases where 
the defaulters volunteer to get the amount adjusted against their verified claimth 

6. With regard to the suggestion made by Audit vide para 3 above, it 
is felt that no useful purpose will be served if statements showing cases where 
compensation is going to be paid were sent to the Estate Ofice to link the 
defaulters as per their records with the claimants as shown in the lists to 
be received from the Regional Settlement Commissioners. Particulars of 
the defaulters i .e .  percentage home town etc. or index number of claims are 
not recorded m the books of Estate O%ce with the result that it is not po~cible 
to find out the correct persons from whom damages are due. Three officials 
from Estate C%ce were however specially deputed for three days to scruti- 
nise the applications for compensation halised by the Regional Settlement 
Commissioner, New Delhi during January'1958. About 1,500 such applica- 
tions were examined in 3 days and the results of the case study ale given 
so under : 

No. of applications scrutinised . . . 1500 

No. where  particular^ of residential accommodation have 
been furnished. . . . I 50  

No. residing in Government premises borne on the books 
of the Estate m c e .  . . 7 

Of the 7 residing in quarters borne on the books of the Estate Office 
three were in occupation of quarters oficially allotted to them and were re- 
gularly paying rent; three were sharing accommodation with the allottees and 
no darnages were to be recovered from them and one was in unauthorised 
occupation but had already paid the damages (Rs. 1571101-) in full. 

I t  will be seen from the above thkt the labour put in (g man days) was  
incammensurate with the results. Even if the scrutiny had brou ht to light 
a ase in which the person to whom cornpeasation was due owe d a certain 



amount to the Estate 003ccr the possibility of adjustmem would have bam 
remote firstly becaw claims arc rarely settled in cash and secondly because 
the prior consent of the claimant to such adjustment would have been necta- 

mry and this may not have bem forthcoming. Further attempm in this 
direction arc hena unlikely to yield any tangible results. 

(R. F. ISAR), 
Jaiu Secretary to  thr Gwt. o j  India 



APPENDIX LVI 

Note from the Ministry of F . H . 6 . S .  pursuant to action t a k m  on para 
255 of the 7 th  Report regarding the scope of improving the methods of indenting 

jor stares, their Usue and accounting of receipts and issrres o f  stores. 

The Public Accounts Committee in their Session held on the 3rd to 
6th January, 1958 discussed paragraph 22 of the Audit Report 1956 on the 
irregularities in stores transactions. The Committee was not quite happy 
with the decision of the Government to interpret the term 'normal supplies' 
as total supplies made to the indentors in any year directly from the supplying 
Mills as well as issues from stocks. Therefore, they desired that the matter 
should be further examined with particular reference to the following points :- 

(a) The practice regarding level of stock held in the depots under the 
control of other Ministries ; 

(b) The possibility of the Mills being persuaded to hold higher stocks 
to obviate the need for maintenance of reserves against direct 
supplies ; 

(c) Losses in storage as a result of high stock held due to the inclusion 
of direct supplies in the reserves ; 

(d) The increase in insurance charges due to the increase in the stock 
held because of the inclusion of the direct supplies in the re- 
serves. 

2. The practice followed by other Ministries in respect of stock held was 
ascertained. The Stationery Office appears to be unique in having direct 
supplies of sizeable demands. Except in the case of some military engineering 
stores, there is practically no system of direct supply elsewhere because 
in 99% cases the Indentor's demands are met from stock in the depots. 
In the case of military engineering stores, direct supply is limited to certain 
electricnl, sanitary and other building equipments which are supplied direct 
at works site for erection. Therefore, it is considered that this difference 
in system will have no adverse repercussions on other Ministries of the Govern- 
ment of India. 

3. The possibility of persuading the paper mills to hold minimum stocks 
of selected varieties of paper for the Directorate General of Supplies Rr Dis- 
posals,was taken up during the recent negotiations with the Paper industry. 
It was found that the industry was averse to the suggestion. The fear of the 
industry was based on the fact that the total indigenous production of paper 
in India is far below the normal demands of the country ; as such, they could 
profitably sell their products in the open market for ready cash, and found 
no use in holding stocks on behalf of Government indentors. In the present 
conditions of a "seller market" the fears of the industry seem to be genuine. 

4. The attached statement I would indicate that losses on account of 
deterioration, storage etc. because of higher balances are not significant. 



5. As Government st& are not insured, the question of additional 
insurance charges consequent on higher stock-holding docs not arise. 

6 The question of the level of stocks to be held has been further examined. 
The circumstances explained below would indicate the need for keeping higher 
ctocb by the Stationery Office :- 

(a) Direct supplies are made against sizeable* demands. No detailed 
statistics have b m  kept where supplies were made in the past 
from stock because of strikes etc. in the mills but it has been found 
from experience that buffer stocks should k maintained else- 
where than in the Mills to meet much emergencies. 

(6) Supplies are not made regularly by the supplying Mills/Contractors 
due to the various difficulties at the moment experienced in pro- 
curement. The excess stock on 3rst March is primarily due t o  
suppliers making delivery of stores at a greater pace towards 
the end of the year, and as such the excess is due more tc un- 
evenn:ss of the receipts during the course of the year than to 
over-provisioning. 

(c) The Stationery Office undertakes manufacture of various stationery 
stores as blank books, envelopes etc. The issue of stores for 
these fabrication contracts is to be regulated according to the per- 
formance of the firm and in many cases issues are held up con- 
sequent on default of the firm for some reason or the other. As 
the performance of the contractors cannot be accurately fore- 
cast, higher stock-holding seems inevitable. 

(d) Stocks of papers have to be specially arranged for delivery of 
timed publications as telephone directory etc. Ticket-boards 
have to be stored for blank card-tickets used by the Railways. 
In view of the importance of time schedule in the delivery of 
these finished products, buffer stocks are to be maintained so 
that even short delays are tided over by the issue from stocks. 

I t  has been difficult to produce detailed statistics within the short 
time avilable. An attempt has been made to have detailed study of certain 
selected items. A s t a t a e n t t  indicating monthly closing balance of about 
62 items of stores handled by the Stationery Office where level of opening 
stock was more than Rs. 5,0001- is attached. It will be noticed that the balance 
of stores held falls steadily from April to about middle of 
Septembek. It begins to rise steadily in the last quarter of the year. This 
phenomenon can be explained as due to the influx of the receipts towards the 
end of the year. The stocks held in excess are generally used up by the 
middle of the following year. 

Even at the moment there are complaints from the various indentors 
about the inability of the Stationery Office to cater to their requirements 
in time and in several cases, local purchases had been authorised. Regulari- 
sation of local purchases resorted to by the various ofices of tbe Government 
of India consequent on delay in supplies has also been very common. The  
statement No. N attached will indicate the quantum of unsatisfied demands 
for certain selected items. 



7. The question of having a lower limit in respect of direct supplies 
in the calculation was also considered. Although direct supply and store 
supply are treated on the same basis for calculating the permissible limit of 
stock, in effect, it is equivalent to four months store supply plus one and a half 
months direct supply, as the Stationery ORce is authorised to maintain four 
months' stock in case of indigenous stores. The existing basis simplifies the 
calculations and any change would call for an amplicatjon of the store accounts 
at present in use. No particular advantage seems to accrue by separate 
calculation of the volumes of store and direct supplies, commensurate with 
labour, time and staff involved. Therefore, it is apprehended that if reserve 
stocks are to be calculated on the store issues only or by adopting a lower limit 
in repert  of direct supplies, there will be serious shortages thereby preventing 
supplies in time to the requirements of the various indentors. 

8. In the circumstances explained above, it is considered that in the 
interest of smooth flow of supplies, the inclusion of direct supplies in normal 
supplies seems iustificd. Finance Ministry also agree generally with the 
above views, having regard to past experience of unsatisfied demands (state- 
ment IV). 

Dated 18-10-58. 
!M. R. SACHDEV), 

Secretary to the Gwernment of India. 
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STATEMENT I1 

Statement showing store issues a d  direct supplies made for 19 selected items in 1916-57 
- - - -- ---- 

April May June July August Sept. Oa. Nov. Dec. Jan. Fcby. March 



STATEMENT 111 

Statement shoccn'w the closing balance etc. of 62 selected items of stores h& 
by the Srarimy Department 

Months 0. Belance Receipts Total Issues Closmg 
Balance 





APPENDIX LVII 

Note from the Mimirty of W .  H. & S. pursuant to action taken on para 
260 of the 7th R e p r  regardiqg Road Rollers Bulk P r ~ ~ ~ ~ e r n r n r  Scheme 

At their meeting held from 3rd to 8th January, 1958, t hebb l i c  Accounts 
Committee made the following observations :- 

"This is a case which has been dragging on for ten years and final price 
of the Road Rollers has not been fixed. The Committee urged 
that such account should not remain unsettled for long." 

Earlier, in this Ministry's note dated the 8th of August 1957, it was ex- 
plained that all costs relating to Coordinating cell expenditure and imported 
components with the first firm concerned with this transaction had been 
finalised after acceptance by the firm of the reduction proposed by the Govem- 
mmt in respect of various items of the Coordination cell, acceptance and 
submission of the Auditor's certificate by the firm with regard to reasonable- 
ness of the price charged by them for imported components. It was also 
explained that with regard to finalisation of the cost of the second firm con- 
cerned with this contract some of the items had been finalised whilst others 
were still outstanding. 

The major item, which is now outstanding before the accounts can be 
finalised completely relates to the costs of components supplied by Ordnance 
factories to the second firm under the instructions of the Coordination Cell 
of the first firm which represents about 45% of the final costs of the road 
rollers. The costs could not be finalised so far as the Director General of 
Ordnance Factories is not agreeable to accepting the view of the Chief Cost 
Accounts Officer that due to inability of the Ordnance Factories to supply fidl 
quantities of all items which they were required to supply and which had to be 
made good from imports, they should agree to deduction of a sum of Rs. 
37,13,275 from their total dues for 950 sets on the basis of Rs. 17,000 per set, 
such rate having been fixed on the assumption that the D.G.O.F. would supply 
all the components for which orderi have been placed on him. 

To settle these issues, a meeting was recently held by this Ministry on 
21-3-58 with representatives of the Ministry of Defence, D.G.O.F. and the 
Ministry of Finance. In the course of the meeting, it was contended by the 
D. G.O.F. that their claim for a fixed amount of Rs. 17,000 per rwd roller for 
the components manufactured by the Ordnance factories was fixed after 
taking into account their actual costs for the components supplied by them 
and already, therefore, took into account any reduction to be accounted for by 
them on account of their failure to supply some of these components. In  the 
light of this contention of the D.G.O.F., the case is now being further 
examined with reference to the decision taken at a meeting in 1951 when this 
figure of Rs. 17,000 per set was fixed to determine whether the figure was 
based with reference to the actual components finally supplied by the D.G.O.F. 
or whether this price was arrived at on the assumption that the D.G.O.F. 
would supply all the components in full quantities as initially proposed by the 
Coordinating Cell. A final decision in the matter, therefore, can only be 
taken after this point is settled. 



3. Regatding the recovery of outstanding dues Rs. g,66a/8/- for Steam 
Road Rollers on the basis of provisional price, the matter will be taken up wit4 
the M m i s q  of Defence after the prices of Steam Road Rollers have becu 
finaliscd. 

4. As the contract is of a complicated nature and there are various parties 
to the contract with whom costs have to be settled before the final price can be 
determined, the finalisation of ths case has been delayed. Every effort is, 
however, being made to finalist it within a period of 3 months. 

M. R. SACHDEV, 
Sscrstary. 



Note from the Mimitry of W.H. & S. pursuant to action taken on para a62 
of the 7th Report regarditrg excess payment due to mistaken estimates 

, 
The m e  relates to excess payment due to mistake in estimates in R.C.C. 

work in connection with the Lodi Road Project. The P.A.C. desired to be fur- 
nished with a note explaining the disciplinary action taken against the officers 
involved. After an examination of the case from the vigilance angle it has 
been found that the responsibility for the overpayment would lie only with 
the Executive Engineer and higher officers. The Executive Engineer con- 
cerned has migrated to Pakistan. The then Superintending Engineer and the 
Additional Chief Enginm in charge of the project retired on 14-8-54 a n j  
5-6-47 respectively. The culpability of the Quantity Surveyor, one of the 
two Sub-Divisional Officers invollred (the other one having already been dis- 
missed from scrvice in connection with a different case) and the Section Officer 
concerned was examined and it was found that no blame could be attached 
to than. 

NEW DELXI, K. S. KRISHANA SWAMI, 
8th January, I 959. Joint Secretary to the Government of India. 



Note from the Minimy of W.H. 6 S.  pursuant to action taken on para a67 
of the 7th Report regarding inclusion of c l u e  in Acceptance of T& 
wltere higha tenders are accepted on account of earlier delivery. 
In cases where it is decided to accept a higher price than the lowest tender 

in the interests of earlier delivery, the following clause should be inserted in 
the relevant Acceptance of Tender :- 

"Your have been awarded this contract, notwithstanding that a lower 
bid was submitted at a price of because of your 
offered earlier delivery date. It is accordingly agreed that in 
the event of your failure to deliver any of the material by the 
agreed delivery date, the price of such material (as well as the price 
of any earlier delivered material supplied under the contract which 
we may be unable to put to its intelded use in the absence of the 
undelivered material) shall automatically be reduced to the price of 
the said lower bid, without derogation from all other rights and 
remedies that we may have against you for breach of contract. 
Such price reduction shall in no way be deemed to confer any 
right on your pan to any extension of the agreed delivery date. 
T h e  provisions hereof shall not apply to any delays in delivery 
which are excusable under Article. . . . . . . . . . . . . .(DELAYED 
DELIVERIES) of our general conditions of contract (Form 
ISM-826 Rev.)." 

As and when it is proposed to include the above clause in the Acceptance 
of Tender, specific acceptance of it from the suppliers should be obtained 
prior to placing the contract. 

In  cases where the above clause is included in the contract after obtaining 
the specific approval of the suppliers, deliveries should be carefully watched. 
In  the event of failure to complete supply within the delivery period, firms 
concerned should be asked to refund the difference between the contract rate 
and the lowest acceptable offer. This claim should be pursued independently 
of any which may be preferred on account of liquidated damages in cases 
where provision for the same exists in the contract. The  legal adviser should 
invariably be consulted if a controversial point arises. 

For watching the progress of such cases, a register with columns as stated 
below, should be maintained by all divisions; and any delay which may occur 
in delivery should be reported to the Deputy Director concerned without 
delay. I$ is emphasized that no supply file should be put away until all sums 
due to Government are either recovered from the contractor, or delay in 
delivery is condoned by the competent authority. 

Con- Descrip- Name Lowest Delivery Delay Remarks 
tract tion of of Tender promised in (indicat- 
No. Stores Con- Amount delivery ing pro- 

tractor gres$ng 
acuon 

- 
Sd.1- B. N. KHANNA, 

Deputy Director. 
February 13, 1958 

357 - 1 

- -- A 



Notafvar l ira Minriny qf W.H. 6 S. pursuant to action taken on pwa qra 
of tlhr 7th Rspott rqwding frmrhrImt drawal of material from Govenahmt 
Sunu. 

The Audit Para in question covers the following two cases where materials 
wcre finudulatly drawn f m  the Central Stores Division, New Delhi, on 
pttsatation of bogus indents with false or fictitious signatures. The Public 
Accamts Committee wanted to know whether there had becn any funher 
cased of fraud during the last year or during this year and to what extent the 
disciplinary action taken in the past had servedas deterrent or proved effec- 
tive, The position is explained as under :- 

The following materials were drawn from the Central Stores Division, 
New Delhi, on presentation of indents with forged signatures :- 

I. G. I. Pipsr of thd total vaJue of RI. A,469/- 
These wcre drawn against two indents dated 30-9-52 and 10-10-1952 

Thcae indents were prcsmred to the Section Officer in the Central Stores 
Division and the delivery of the materials was obtained on the basis of these 
indents. 

The fraud came to light in December, 1952, when the Advice regarding 
the debit for the cost of thcse materials was received by the Construction 
Division No. I1 on whose behalf the indent was prepared, It was at that time 
noticed that no such indents were issued by this Division. The matter was 
immediately reported to thc Police authorities for investigation with a view 
to establishing the conspiracy, if possible, md subseqclent prosecution of the 
culprits. The police, in Novemks 1953, came to the conclusion that this was 
not a fit case for judiciul trial as there was no likelihood of obtaining convic- 
tion agarnst any of the persons involved in the case. 

Departmental proceedings were started against the Assistant Engineer 
and the Section Officer. The former was punished by stoppage of one in- 
crement without cumulative flect, while the Section Officer was punished by 
stoppage of annual increments for two years with cumulative effect. The 
Secuon Officer was also not permitted to draw pay for the period of suspension 
La., pay drawn by him was restricted to subsistence allowance during the 
period of suspension. It was also decided not to count the period of suspension 
as on duty except for the sole urpose of continuity of service. On an appeal, 
the punishment given to the 8 cction Officer was set aside. On roconsidera- 
tion, it has recently bcen decided to review the orders of the Chief Engineer 
and the order of the Appellate authority and the Section Officer has been asked 
on 25-2-1958 to show cause why he should not be dismissed fiom service. 
His reply to this notice was received on 6-5-58 and is under consideration. 

In this case also, cement costing Rs. 26,8751- was drawn on a forged 
indent. It came to light in April 19% when a forged indent for 19 tons of 



cement was presented to the Store-Kaepu. On exemin@ tr~e indent, the 
Storekeeper suspected the born fib of the signatures of the Executive 
Engineer and the Assistant Engineer. On investigation, it actually transpired 
that this particular indent was a forged one. Suspicion arose that similar 
forged indents might have been received in the past and accordingly all 
indents received in the Stores Division were scrutinised and it disclosed that 
cement valued at Rs. 26,8751- had already been issued against aq forged 
mdents. 

10 officers were found to be responsible for non-observance of the in- 
structions issued in January, 1953 regarding the verification of signatures of 
the indenting officers. Depamnmtal enquiry was instituted against 7 officers 
and the remaining three were sent up for trial in a Court of I aw but were 
acquitted by the Court. Disciplinary action was, however, initiaec! against 
all the officers and the up to date position about the punishments awarded to 
them is shown in the enclosed statement. 

Indents for the period from 1st October, 1952 to 18th December, 1953, 
involving issue of materials worth Rs. 5 112 lacs have been verified except for 
amount of Rs. 2,311/14/-, and no discrepancy has come to notice in respect of 
these indents. No further case of fraud in the Central Stores Division during 
the last year or this year has come to notice. The punishments inflicted on the 
persons concerned and the preventive measures taken thereafter have thus 
proved effective. 

Dated 22-5-58. 
K. S. KRISHNA SWAMI, 

Joint Secretary to the Govt .  of India. 



Sratemenr shoroiqq the O&ws invoked in the Cnnenr Fraud Case and the 
penalty awuxa'eu to them 

Serial Designation Penalty Awarded 
No. 

I - 2 - - 3 -- - - - - -- - - -- -- 

I Assistant Engineer . Reverted as Section Officer and permanently 
debarred from promotion as Assistant 
Engineer. On appeal, unishment was P reduced to stgppage o one increment 
without cumulative effect. 

2 Assistant Engineer . Increment stopped for two years with cumu- 
lative effect. His appeal is under considera- 
tion, by the K.H. & S. Ministry. 

3 Section Officer . Increment stopped for two years with cumu- 
lative effect and recovery of Rs. 5001- 
for the loss caused to the Govt. On appeal, 
the punishment was modified to one of 
stoppage of increment for two years with- 
out cumulative effect. The period of 
suspension was also treated as on duty, 
except thar, for the period of suspension, 
the officer would not get anything more 
than what he had received as subsistence 
allowance, etc. 

Do. . Increment stopped for two years without 
cumulative effect. Hc preferred an appeal 
which W8S rejected. 

5 Do. . Censured. 
6 Sub-Divisional Clerk His increment was stopped for one year 

with cumulative effect under the orders of 
the Chief Engineer. The punishment 
awarded was, however, set aside and fresh 
enquiry by the appropriate authority has 
teen ordered. 

7 W. C. Store Clerk . Increment stopped for two years with cumu- 
lative effect and a token recovery of 
Rs. 2001- in 20 equal monthly instalements 
for the loss caused to the Govt. Due to 
some procedural irregularities, the punish- 
ment orders were quashed by the Govt. 
and de nmo procdedings are to be started 
by the S. E. -- 



t Assn. Engineer . He has prosecuted in a court of law but was 
acquitted by the court. He has been 
censured. His appeal is under con- 
sideration. 

9 Store Keeper . He was prosecuted in a court of law hut was 
acquitted by the court. His increment 
has been stopped for one year without 
cumulative effect. His appeal is under 
cons~deration. 

10 Store Keeper . He was prosecuted in a court of law but was 
acquitted by the court. He has since 
been censured. His appeal is under ccm- 
sideration. _ - -  - I_-----p ___._ ______ ___ 



Copy qf lerm from rhc Planning COmmiSrion plrrstum to action taken on pma 
16 of tht 8th Repmt (2nd Lok Sabha) rqarding procedure for teappropnopnruiOn 

of fun& between schema 

No. PLanlsla1~7 
New Delhi, I Z ~  May, 1958. 

From 
Shri Nawib Singh, ICS, 
Secretary, Planning Commission. 

To 

Sir, 

All State Govenunmts. 

SueJm : Procedure for Central assistance for State Plans and Centrally 
rpon6ored schemes during 1958-59. 

I am directed to enclose a copy of the Ministry of Fmance (Department 
of Economic Affairs) letter No. F 2(17)-P 11/58 dated May 12, 1958 regard- 
iag the rela&e of Cmtral assistance for Plan schemes. 

a. The Planning Commission proposes that the following procedure 
bt ado ted by the various Ministries of the Government of Ind~a for the f final re ease of the assistance proniised for State Plan schemes executed by 
the States. 

3, Following the discussions relating to the Annual Plan, the Planning 
Commission has received from the State Governments their propods for 
the total outlay and its distribution under the State Plan for 1958-59. The 
cannvrtnce of the Planning Commission to the pmpsals of the State Go- 
vtrnmmt has al- beas mnveyed except in a few instances, where the 
Plann~ng Commis@m has offered comments or suggestions in the light of 
which the State Government have been requested to finalise their proposals 
for total outlay and its distribution under different heads. The State Plan- 
ning Department is requested to furnish to the ]planning Commission m the 
form in Aanexure I1 a list of development schemes to be implemented during 
1958-59. This list,'which should be cleared w t h  the State Fuunce Depart- 
ment, should reach the Planning Commission by the end of June 1958. Ex- 
tracts tiom this list should be sent simultaneously to the Central Ministries 
concerned to keep them informed of the schemes propeed to be unplemented. 

4. In the past, Central Mini~tries have frequently issued specific sanc- 
tions to schemes included in State Plans for which Central assistance was 
made available. I t  is proposed that these schemes should be sanctioned 



the Sast Goonamens ua& the11 normal procedure and that no &an- 
chl -om as such should msuc fmm the Centre. In respect of new 

, pro)eccb or new ategoiita of shcmcs (as distinct from continuing schcmeo). 
however, the following existing arfirngemmts will continue :- 

(I? In the arot of irrigwaa end power projects, before work is corn- 
menad on new projtcrs, they arc examined and acaptcd by the 
Plpnaine PmmiMlon's Advisory Cornmime on Irr~gotion and 
Power Frotects; 

(it? Schemes fur industrtal houslng and durn ckarance ore reviewed 
from the technical aspect by the Ministry of Works, Housing 
& Supply befm they are unplernenttd; 

(iii) For certain pmgnunmes the Central Government have set up 
special Boards or other agencies. Thme are : 

(a) For different branches of small industry, the Handloom Board, 
the Small-scale Industries Board, the Hundicrafts Board, the 
Coir Board, and the Sdk Board; 

(b) For schemes of cooperative development other than caopera- 
tive farming and cooperatwe uairung; the National Coopera- 
tive and Warehousing Board; and 

(c) For technical education; the All-India Council of Technical 
Bducation . 

'The procedures prescribed by these organisations in coneultation with 
the Central Ministries concerned for receivmg schemes and giving 
technical approval to them will not be affead by the terms of 
this letter except in so far as these relate to the grant of ways 
and means advances and the final payment sanctions for the year. 
It m y  be added that the schemes of the Khadi and Vtllage In- 
dustries Commission are altogether outside the purview of this 
letter. 

(iu) Whm, during the Annual Plan discussions, a scheme k includcd 
prwin'unuily subject to further technical consideration or a 
financial allocation ls made, leaving the pxcipe scheme to be 
undertaken to be speeded later, it is expected that the scheme 
will be takm up only after the steps envisaged have been gone 
through in consultation with the Planning Commission or the 
Central Ministry concerned as the case may be. 

5. With a view to simplifying the procedure relating to Central assis- 
tance, it was agreed in the State Finance Ministers' Conference, which was 
held in November, 1957, that development schemm under each head might 
be arranged suitably in groups. Annexure I sets out the grou s in whlch 
schemes under different heads for which Central assistance has &en or may 
be commtmlcated may be arranged. While the total amount of Central 
assistance to be intimated to State Governments is estimated with reference 
to individual schemes and the patterns of assistance for them, the intention 
is that once the State Governments have been informed of the amounts of 
k m s  and grams available for the State plans, the final sanctions of pay- 
ments should be related to the groups specrfied in colurrm 3 of Annexure I. 
Wlthb a group the State Go- will be fire to regulate the expenditure 
367 Aii) LS-24. ib 



on the h e m #  without rrfcrcmcc to the Cenvll G o m t ,  Where the 
bal expenditure under one group k proposed to be covered by reduction 
of expeaditure m another p u p  uuder the rramc head of development, the 
concumace of the Central Ministry cmxrned should bc obtained and the 
Planning Commission kept informed. Similarly, where the same Ccntral 
MtriPvy is concerned with more than one head of development adjusrmento 
betwan them m y  bc made in consultation with the Muustry with advia 
to the PlPnnLog Cammisoion. Wherc ~ u c h  sdjuomrentrr arc considered neces- 
sary M bmvccn one Minuttry and another, the concurrence of the Planaing 
Commission should be obtained, a copy of the proposal being sent simulte- 
neously to the Minismes concerned. 

The final release of funds wlll be calculated with refercna to the pro- 
portion of the a~eisurnce under loans and grants intimated by the State Go- 
vernment in respect of a group and the total expenditure for the year csti- 
mated with refermcc to that group. Thus, if for a group of schemes the 
total outlay accepted is Rs. loo Lakhs, of which Central grants amount to 
Rs. 25 lPkhs and Central loans to Rs. 50 lakhs while Rs. 25 lakhs are to be 
contributed b the State Government, grants and loans will bc given) at 
25% and respctivel~ of the total expenditure as worked out m pars 
6 below. These payments will be authorised by the Ctntral Ministries 
concerned by the issue of payment sanctions to the appropriate Accountant 
General. It is proposed to work out a statement for each State Plan showing 
the total outlay for group of schemes a\ specified in h e x u r e  I along with 
the total amount by way of loans and ywnw to be shown agamst that group. 

6. The State Government is requested to forward to the Planning Com- 
mission, with extracts to the Cmtral h i s t r i e s  concerned and copy to the 
Finance Ministry, Department of Economic Affairs, a quarterly statement 
giving the total expenditure aa recorded in the departmental books under 
each sub-head indicated in Annexure I. The statements for the two quarters 
ending June and September may kindly be sent to the Planning Commission 
by the 15th August and the 15th November, respectively. The statement 
for the quarter ending December may please be sent by the end of January. 
This will facilitate the issue of the payment sanctions, although it is appre- 
ciated that special arrangements will have to be made by the State Govem- 
ment to obtain the necessary information. The quarterly statements will 
show both expenditure in the quarter and the cumulative expenditure. The 
statement for the third quarter will also indicate the anticipated expenditure 
for the last quarter of the year. This last figure has to be worked out with 
rdermce to the progress of cxpmditure up to December and a realistic esti- 
mate of expenditure for the last quarter. On receipt of the statements sche- 
duled for January, the administrative Ministries will sanction the final pay- 
ments of grants and loans. The Accountant General will clear the ways 
and means advances given by the Pinance Ministry outstanding against the 
State and credit the difference, if any, in cash to the State Government. 

r 7. As the final payments mentioned in para 5 in each year will be made 
partly with reference to the estimated expenditure in the last quarter, they 
will be subject to final adjustment in the following year in the light of the 
actual expenditure for the year as a whole. 

8. The procedrve described above applies to State Plan schemes. The 
only difference in reapcct of Centrally oponsored schemes is that these schemes 
equire specific approval from the administrative Ministries concerned. I 



is pmp<rsed that in respect of Centrally spansored schemes which entai 
a total cost of less than Rs. 25 lakhs o v a  the plan period or of Rs. 10 lakhs 
during the year, the Central Ministries should accord their approval on 
the basis of a statanent from the administrative Department concerned 
in the State to the effect that the schemes have been accepted for finnncial 
sanction by the State Finance Department. For schemes costing more 
than the amounts mentioned above, the Central Ministries will intimate 
their approval after the necessary scrutiny. In either case, it is requested 
that States will kindly ensure that sufficient information is made available I 

to enable the Ministries to judge that the schema to be implemented follow 
the lines approved. 

Your faithfully, 

No. Plan 5/2/57. 

(Sd.) TARLOK SINGH, 
for Secretary, P l m i n g  Commission. 

Dated, the 12th May, 1958. 
Copy forwarded to : 

(I) Finance Secretaries to all State Governments. 
(a) All Ministries of the Government of India. 

(Sd.) D. K. MALHOTRA, 
for Secretary, Planning Commissaon~ 
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Animal Husbandry, Dai- I .  Animal husbandry, including sheep 
rying and Fisheries. and wool and poultry development. 

2. Veterinary education and rinder- 
pest eradication. 

C 

3. Dairying and milk supply. 
4. Fisheries. 

Forests & Soil Conserva- I. Forestry schemes. 
tion. 2. Soil conservation. 

Cooperation . . . I .  Cooperation and warehousing. 
2. Marketing, cooperative farming anti 

training. 
11. Ministry of Corn- N. E. S. & Community I. N. E. S. and Community Projects. 

munity Develop- Projects. 2. Village Panchayats. 
ment. 

111. Ministry of lrriga- Irrigation & Power . I. Multipurpose projects. 
tion & Power. 2. Irrigation schemes. 

3. Power scheme. 
4. Scarcity area schemes. 
5. Power facilities for expansion of 

employment opportunitie. 
6. Flood Control. 

IV. Ministry of Com- Large and Medium In- Large and medium Industries. 
merce and Industry. dustries. 

Village and Small Indus- I .  Handloom. 
tries. 2. Small-scale Industries. 

3. Industrial Estates. 

. -- -- - - - 4. Handicrafts. -- 



5. Coir. 
6. Silk. 
7. Conversion of handlooms into 

powerloom. 

V. M i t r y  of Steel, Mineral Development . Mineral Development. 
Mines and Fuel. 

VI. Ministry of Trans- Roads . r .  State Road Programme. 
port and Comrnu- 2. Roads of inter-State and economic 
nications. importance. 

Road Transport . . Road Transport. 
Minor Ports Minor Ports. 

VII. Ministry of Edu- Education (Other than I .  Elementary education. 
cation. Technical Education). 2. Secondary education. 

3. University education. 
4. Other education ~chemes. 
5. Welfare extension projects and 
6. Stare Social Welfare Schmes. 

VIII. Ministry of Sci- Technical education . I. Technical Education. 
entific Research and 2. Other schemes. 
Cultural Affairs. 



IX. Ministry of Health Health I.  Water supply anti sanitation--rural/ 
urban. 

2. Education and training. 
3. Control of diseases. 
4. Primary health units and family plan- 

ning. 
5. Other schemes-Health. 
6. Other schemes-Medical. 

XL Ministry of Home Welfare of Backuiard Classes- 
Affairs. 

(a) Scheduled Tribes and I .  Education. 
Development of Sche- 2. Economic Uplift. 
duled Areas. 3. Health, housing and other schemes. 

(b) Scheduled Castes . I. Education. 
2. Economic Uplift. 
3. Health, horsing and other schcmcs. 

(c )  Ex-Criminal Tribes' I .  Education. 
2. Other scheme. 

(4 Other Backward I. Education. 
Classes. 2. Other schemes. 

Siwial Welfare . . I .  Social Defence Programmes. 
2. Social and Moral Hygiene and 

After-care programmes. 
- --- 



XI. Ministry of Housing . . I .  Slum clearance. 
Works, Housing & 2. Subsitiised industrial housing scheme. 
SUFP~Y - 3. Low-income group housing scheme. 

4. Rural housing. 
5. Plantatfon Labour housing schcmc 

XII. Nnistry of Fin- Local Development Local Development Works. 
an= and Miscella- Works. 
nmus. Statistics. . . Statistical schcmcs. 

Publicity . . Publicity. 
Other schemes . . Other schemes. 





No. F. 2(17)-PIIi58 

MINISTRY OF FINANCE 

New Dcllii, rhe 12rh May, 1958- 
F r m  

Shri M. V. hngachilri, 
S p i a l  Secretary to the (hvernment of India. 

To 
All Statc Chvcrnmcnts 

(Finance Secretaries). 

SUBJECT : Procedure jor release of Cenrrul .4ssls~mcc for Plat1 Schemes. 

Sir, 
I" am directed to refer io item I V  of the minutes 01- the ( h f t r e n c e  of 

State Finance Ministers held in November. 1957 and to t h ~ s  Ministry's 
letter No. P. 10(19)PI1 57, dated hlarch 22, 1958 in which it was stated 
that a separtltc communication would be scnr on the wbject of the procedure 
for release c d '  Central nssistance fund\. 

2. (kntral assistance for Plan x-hcmcs comprises- 

( a )  assistance !'or schemes included in the  Statc Plans; and 
(b) ussistancc for Centrally sponsored schcmes. 

In this Ministry's letter of Alarch 22,  1 ~ 5 8 .  rhc amounts of loans 
and grants available for State Plans during 1g58-cg have been intimated. A 
similar statement in respect of loans and grants for Ckntrally sponsored 
schemes has bcen forwarded with this h3inistry's letter No. F. 10(19)PI1157, 
dated April 30, 1958. 

3. For the release of Central assistance for Plan schemes in both the 
categories mentioned above, the following procedure is proposed to be a d o p  
ted :- 

(i) A substantial portion of the assistance mentioned in para 2 above 
will be made available to the State Governments as lumpsum 
ways and means advances by this Ministry. Three-fourths of 
the total amount will be released in this way in nine equal monthly 
instalments beginning with May, 1958. Such releases will be 
made automatically on or about the 15th of the month. 

.. (11) On receipt of final sanctions for loans and grants from the Central 
Ministries in the latter half of February 1959, the Accountant 
General will clear these outstanding advances. The balance, 
if any, will be credited to the States by him in cash. 



(it;) T h e  ways and means advpncvs will be intercst frec but the Iwns 
into which they arc ultimately or any uncleared balance of such 
advances outstanding at the end of the year will be deemed to 
have been made to the State on the 1st October, 1958 and will 
carry the appropriate rate of interest. 

(it?) T h e  procedure for determining the sums pdydhlc as grants and 
loans is set out in the Planning Commission's letter No. 
Plam 5 2 7 .  dated 12th May. 1958 to the State Governments, a 
copy of which is being endorsed separately. 

4. The  above procedure will apply to all loans and grants to be given 
to the State Gnvernments on account of Plan schemes except the loans for 
the D.V.C., the Hirakud and the Hajasthan Canal, funds for which will 
mntinue to be released as at present. 

Yuurs faithfully, 

(Sd.) ' hl. V. KANGA(:HARI. 
Datcd tbc 12th hlay, 1958. 

Copy forwarded to : 

( i )  All Ministries of thc Government of India and all Departments 
of the Finance Ministry. 

( i t )  Comptroller and Auditor General, Accountant General (Central ' 

Revenues), All State .4ccountants General and Comptroller, 
Kerala. 

(in) All Heads of Divkions of the Expenditure Department. 
( i w )  Planning Commission. 

(v) Development C~rmmissioners of all State Governments. 

(Sd.) M. V. KANGACHAKI. 




