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INTRODUCTION 

I, the Ckairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf, this Thirty-Sixth 
Report on the Finance Accounts of the Central Government, 196263 
and connected Audit Report (Civil), 1964 (Chapter I). 

2. The Audit Report (Civil), 1964 and Finance Accounts, 196263 
were laid on the Table of the House on the 11th March, 1964 and 
7th September, 1964 respectivelj. The Committee examined them 
at  their sitting held on the 30th January, 1965. A brief record of the 
m n g s  of the sitting of the Committee forms part of the 
Report part 11.. 

3. The Committee considered and finaiised this Report at their 
sitting held on the 19th April 1965. 

4. A statement showing the summary of the main conclusions/ 
recommendations of the Committee is appended to the Report 
(Appendtx XVII). For facility of reference these have been printed 
in thick type in the body of the Report. - .'"*a 

5. The Committee place on record their appredation of the 
assistance rendered to them in their examination of these Accounts 
by the Comptroller & Auditor General of India. 

They would also like to express their thanks to the oBcers of the 
Ministry of Finance for their co-operation in giving detailed infor- 
mation to thc Committee during the c o r n  of etrfdence. 

April 20, 1965. -- . - - . - - .- - - -  - - -  
ChQitra 30, 1887 (Saka). 

Chcriwnun, 
Public Accounts Committee. 

- - - - - - ---- -- - - 
'Not printed. One copy cychtykd l i d  on the Tabk of the  House (5  copies pbad 

in the Parliament Library). 



I. GENERAL 

Bevenue Receipts-Para I, Page 1 

The Budget estimates and actuals of Revenue Receipts for 196%63, 
.as compared with the corresponding figures for the preceding two 
.years, are given in the following table: 

(In crom of rupees) 
- - - .  - -  -- . - - - - -  -- - - - 

Year. Budget Actuals Varia- Percen- 
tions tapsof' 

irarmons 

The excess of ac tual~  over the budget estimates of Revenue Re- 
ceipts was greater in 1962-63 (14.8 per cent) than in the previous two 
years. The increase was mainly under Customs, Union Excise Duties 
and Corporation Tax. The Committeee were informed that some 
)!her items like P.L. 480 grants, emergency risk premia which were 

not envisaged at the time of preparing the budget estimates also 
accounted for the increase in the actuals. 

The Committee have already discussed at some length the reasons 
for variation in the budget estimates and actua1s of revenue receipts 
under Customs, Union Excise Duties and Income Tax and Corporation 
T a x  which mainly account for the increase in achals. (of paras 2 to 
6,10,11 and 36 of 27th Report and para 2 af 28th Beport-Third Lok 
Sabha). They would only like to reiterate bere the imperative need 
for framing realistic estimates of receipts from the various taxes and 
arresting the increasing trend of under-estimating revenue. The 
Committee hope that Government would keep under consistant re- 
view the two main factors which tend to widen the gap between d- 
mates and actuals viz. deficiency in collection of reliable stabtics of 
economic growth end conservatism in estimating and apply neewary 
correctives. 



Expenditure-Para 2, page 1. 

2. The 'Expenditure met from Revenue' and the 'Expenditure om 
Capital Account' during 1962-63 are shown below along with the cor- 
responding figures for 1960-61 and 1961-62: 

(In crores of rupees ) 

Addi- 
tional 

Rudget provi- Total Actuals Varia- Percen- 
sion tions tage of 
during varia- 
the year tions 

.-- - . .---. - - - . 
Expenditure 

met from 
Revenue 1960-61 98c.35 3.53 985,Sb: 921.43 -63.95 -6 .5  

Expenditwc 
on Capi- 
tal .4c- 
count . 1960-61 4 4 . 4 1  roo.34 544.75 406.43 -138.32 -25.4 

The additional provision of Rs. 168.07 crores for 'Expenditure on 
Revenue Account' was made in three stagesRs. 8.04 crores i n  August, 
1962, Rs. 75.84 mores in November, 1962 and Rs. 84.19 crorcs in Feb- 
ruary, 1963. The h a 1  saving was %. 77.86 crores. 

In regard to 'Expenditure on Capital Account' the additional pro- 
viaion of Rs. 59.61 crorcs was made up of Rs. 0.43 crores obtained in 
August, 1962, Rs. 20.09 crores in November, 1962 and Rs. 39.09 crorcs 
in February, 1963. The total expenditure during the year was, how- 
ever. less than the provision in the original budget by Rs. 40.28 crores. 

The Committee are concerned to find that about 48 per cent of the 
wpp1cmentary provision under Revenue Account and the entire 
amount of supplementary provision under the Capital Account obtain- 
ed after the declaration of the Emergency remained nnutillscd. While 
the Committee are glad to note that the percentage of variation bet- 
ween estimates and actual3 both under Re\rcnae Aechnt nnd Capital 



Accowlt ihowed a downward trend they take nab of the fact that 
anutilised amounts out of the provision have been qaite high during. 
the year 1962-63, being Rs. 78 mores and Es. 100 mres, respectively. 

3. In regard to expenditure met from Revenue, saving occurred 
mainly under the following headings: 

(Rs. in crores) 
_ _ . ._ . . _ . . _ _._ ._ _ ." __ .. .-"- ----.. - ._" I.-- . - -  -.- 

(i) Social and Developrncntal Services 10.20 
(ii) Defence Services . 30'31 
(iii) Grants-in-aid to State Governments . 18-42 
(iv) Public Works . 3-70  
- --- , -. ~ -. -. -- . .. - 

Eonsiderable savings occurred under these heads during the ear- 
lier years also. 

The large savings in the Capital budget occurred mainly under 
the following headings: 

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

----. ..---- 

( i )  Industrial Development 

k i i )  Public Works . 

;iii) Agricultural impm- 
vement and Research 

(iv) Schcmes of Govern- 
ment Trading . 

rv) Grants for Development 
to State Governments nnd 
Local Bodies . 

(Rs. in crores) 

14.50 (Expenditure under this head rc- 
lates trr investments in Gov- 
ernment Undertakings, Cum- 
me rcial concerns). 

1 5 . 3 8  (Out of a total provision of 
Rs. 57'02 cmrcs). 

6-02 (Grants unilcr this head gncrally 
rclatc to L d  Develclpmcnt 
Works, Industrid Housing and 
Slum Clearance Scheme, h'a- 
tional R'nter Supply and Sani- 
tation Programmes cte.) 

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

In para 3 of their Twenty-Second Report, the Public Accounts 
Commit tee (1963-64) referred to the over-optimis t ic expectations of 
lrdmInistrative Ministries about the implementatlon of the various 
schemes. The Committee had then made a suggestion that a lump 



rum cut should be imposed in those c a s e  of grants in which s a ~ ~  
a r e  a recurring feature. 

In reply (Appendix I), the Ministry have stated (May, 1964) that 
under the revised arrangements for budgeting and financial control 
introduced in 1962, the provision finally accept4 by the Ministry of 
Finance for inclusion in the budget takes into account the past per- 
formance, spending capacity and other relevant consideration. If 
savings still occurred, it was mainly because neither the administra- 
tive Ministry nor the Finance Ministry were in a position to antici- 
pate at the budget stage, the factors which ultimately led to savings. 
The Ministry added that a lump sum cut on the basis of past trends 
might often render the estimates completely unrealistic and would 
also carry the risk of encouraging the tendency to propose higher 
figures, thereby nullifying the very object of the cut. 

During the course of examination of the individual Administra- 
tive Ministries, the Committee gathered the impression that the posi- 
tion in regard to savings might be considerably improved by a closer 
scrutiny by the Ministry of Finance, d the basis on which the admin- 
istrative Ministries propose their estimates. The Committee suggest 
that the Finance Ministry should consider the matter further and 
indicate what steps they propose to take to improve the position. 

11. EXPENDITURE ON REVENUE ACCOUNT 

Para 4. Page 4 
4. In the table given below. the expenditure during 1962-63 is 

compared with that during the previous year under broad headings: 
(In crores of rupees') 

1961 -62 1962-63 Remarks 

( i )  Collection of Taxes and 
Duties . 

liii) Administrative Semi- 
vices 

(ivl Social and Develop- 
ment Services 

(v) Public Works . 

21 .16  23.47 'I'hc figures fbr 1961-62, 
as shown here differ tiom 

2 14.44 215.43 the corresponding figurcli 
shown in the Audit Report, 

71 .56 75 .18  1963. The differences are 
due to the re-arrangement 
of the heads of clussifi- 
cation with effect from 

13r.gh 159.20 1962-63. 1;or a proper 
comparison, the figures for 

19.26 I 8.46 1961 -62 have been recast 
here under' the revised 



- .- - - - -- .- *- - - -- - - 
I 2 3 4 5  

t (vi) Connibutiono and heads to the exten 
ccUaneous Adjustment 278.66 323.36 possibk. 

(vii) Defence Services . 289.54 425 '30 

(viii) Other heads . . 116.89 201.46 
- .- . . -. " - -  

Para 5, page 4: 
An analysis of the increase in expenditure under Administrative 

Services is given below : 
(In crores of rupees) 

. - -- --- " - 

Administrative Services 
General .4dministration . 17.84 19-15 
Police . 18 +76 a3 .eq Increase in 196263 wru due 

to strengthening of che 
police force 

External Affairs . . I I  .92 12.88 
Supplies anJ Disposals . 2 , gr 3  - I 5 
.Miscellaneous Department% 9 -47 3 . 5 3  
Other heads . . 10.66 13.03 - 

TOTAL: . . 71 .56  75-18 
- --.- - - -- - - - - -. 

Referring to the increase in expenditure on Police from Rs. 18-76 
crores in 1961-62 to Rs. 23-44 crores in 196263, the Committee asked 
whether the Ministry had examined the feasibility of minimising the 
expenditure by better utilisation of the existing Police force. The 
representative of the Home Ministry stated that at present they had 
a large number of battalions borrowed from various State Govern- 
ments deployed all over the border. During this year (1964-65) 
they had to borrow 30 battalions from various State Governments. 
The Central Reserve Police had at present only 17 battalions; three 
more were being rwsed. The witness admitted that there was per- 
haps a little duplication in this regard. He added that a committee 
consisting of one omcer each from the Ministries of Defence. Home 
and External Affairs had been set up to examine the question of 
streamlining the police force with a view to reducing the expenditure 
to some extent, which was expected to submit its report in about six 
weeks. 



The Committee asked for the reasons for increase in expenditure 
on Police from Rs. 18.76 crvres in 1961-62 to Rs. 23-44 crores in 
1962-63 and Rs. 25.07 crores in 1963-64. The expenditure 
during 196344 increased, even though the Centre ceased to 
be responsible from 1st July. 1963 for Police expenditure 
in Union Territories of Manipur, Tripura and Himachal Pradesh on 
which an expenditure of Rs. 2.34 crores had been incurred during 
1962-63. The representative of the Ministry of Home Affairs stated 
that they had raised a number of battalions of the CRP and Border 
Police and they were increasing the strength of the armed police of 
Manipur. The witness added that the expenditure on Police includ- 
ed partly that incurred by the Ministry of External Affairs who were 
directly concerned with administration of NEFA, Naga Hills, Dadra 
and Nagar Haveli. The Committee desired to be furnished with a 
note showing the break-up of expenditure on Police for the years 
1962-63 and 1963-64 and reasons for the increase in the same every 
year. A note furnished by the Ministry is at Appendix 11. 

The Committee appreciate the paramount need of safeguarding 
- 

the border and strengthening the police force for this purpose, as 
necessary. The expenditure on Police bas increased from Rs. 11.74 
crores in 1960-61 to Rs 18-76 crores in 1961-62, Us. 23-44 crores in 
196263 and Rs. 25.07 crores in 1963-64. They note that the expendi- 
ture increased in 1963-64 by Rs. 1:63 ctorcs even though the Centre 
d to be responsible h m  1st July, 1963 for Police in Union 
Territories of Manipur, Tripura and Himachal Pradmh. The Cam- 
&ee would like to be informed what tangible results have been 
achieved as a result of the findings of tho Cornmitt- of Ofacem set 
up to examine the question of streamlining the police force with a 
view to reducing the expenditure and avoiding duplication. The 
Committee hope that this question would be kept under constant 
watch and necessary correctives applied from time to time. 

Para 9, Page 11-12 

5. (a) The total debt outstanding at the end of 195657, 1961-62 
and 1962-63 was as shown below: 

(In crorcs of rupees) 



(In crores of rupees) .- -- -- - --- -- 
31-3-57 3 1-3-1962 31-3-1963 

I_ _ . ___ . . . . .. - - - - _  . 
(iii) Loans from foreign sourcesL . 120 1,009 1.47 t .3oz 
(iv) Unfunded Debt- 

(a) Small Savings collections . 633 1,058 r,r31 
(b) Provident Funds, etc. . 202 351 393 
fc) Deposit by U.S. Government 

of their counterpart funds crea- 
ted under public law 480, etc. . . 295 343 

- - -- .- - - -- - - -- -- -- . 
(b) Details of the Debt transactions of the year 1962-63 are given below: 

.- - .- 

i i j .Market Loans 
( i i )  Floating Debt . 

( i i i )  Loans from fbreign sources . . 

iv) Unfunded Deht- 
(a) Small Savings Ckdlections 
(b) Provident Funds, etc. . 
'c? Deposits by US. Government 

of their counter-put funds 
created under Public Law 480, 
etc. . 

In regird to the agricultunl mmmociities 
imported from the Unitcd States of 
.4merica Under Public Law 480, the 
rupee equivalent of the dollar cost is 
depc>sired with the Reserve Bank of In- 
Jia to thc credit of the U .S. Government 
in a Speciul Account. The amounts 
itre i~lvested by the Reserve Bank in 

Receipts 
during 
the year 

Repay- 
ments 
during 
the year 

- . . -- -- -- 

182.59 
4838.46 

46.29 

Net in- 
crease 
during 

the year 

154'45 
128.01 

293 ' 27 

- - -  - - - - - 
*Excludes a >um of Rs. 20.62crores representin unexpired hebikes 

lor British Gw~rnment  5'; War Loan, 19-7. t f e  1mbilit.v for which 
remains suspended 

(A )  t i )  Includrs rr sum of K s  28.93 crores due to thc Government of 
Kuwait. A sum of Rs. 94.20 crores representing value of Indlan Currenq 
Notes and coins with drawn from Kuwait area during 1961-62 was treated 
as a loan from the Government of Kuwait. The loan IS repayable in sterling 

in 1 1  annual instalments with interest at 4 j $  with effect from 1st July. 
196 1. 

( i i )  1ncludes.k~. 0.04 crorcs represt.r amount redkcd by tht? sale 
l01earr Defence Certi@atn in U.KLA'U"!h, ttc. 



(In crores of rupees) 
--..-- - -- - - - - - - ------- - -- . .--- - 

Receipts Repay- Net in- 
during ments crease 
the year during during 

the year the year - - - --- - -- - A 
special securities of the Government of 
India (repayable on demand), on which 
interest is paid at the rate of I$%. 

Pan of the deposits is ~lthdrawn from 
time to time and made available to 
the Government of India as loans and 
grants and the balance is retained by the 
U.S. Government for their own use. 
The amount shown under 'Repayments' 
represents the total withdrawals by the 
U.S. Government from the Deposit 
Account 

The question of fixing limits by Parliament on the borrowing 
power of Government under Article 292 of thc Constitution has 
been engaging the attention of the Committee since the year 1962- 
63. In para 15 of their Ninth Report (Third Lok Sabha), the Com- 
mittee had recommended that the Ministry of Finance should make 
a study of the procedure followed in various democratic countries 
for obtaining Parliamentary approval to Government borrowing so 
as to introduce a method of obtaining specific approval of Parlia- 
ment to the borrowing programmes suitable to the needs of our 
developing economy. In their reply, the Ministry of Finance gave 
(December, 1964) a brief account of the procedure of Parliamentary 
control over Government borrowing followed in the United King- 
dom, Canada, USA and Ceylon (vide Appendix 111). The Ministry 
stated that the present arrangement in India did not detract from 
Parliamentary control over the Government borrowing and added 
that in the circumstances, Government were satisfied that no real 
advantage would be secured by prescribing statutory limits on Go\*- 
ernment borrowing. 

The Secretary, Department of Economic Affairs informed the 
Committee during evidence that in certain countries where there had 
been some limits on Government borrowing, these were imposed in 
the context of inflationary finance. He added that in India the 



borrowing programme was put forward in broad terms in the 
capital budget. As regards borrowing from the Reserve Bank 
which amounted to deflcit flriancing, it was stated that this was 
resultant of the various factors and was not a deliberate act. Any- 
thing which could not be accommodated by the other ways was 
covered by this method. 

It was urged that any kind of statutory limit on Govern- 
ment borrowing could have very little use. These limits 
would have to be fairly high. Otherwise these would' 
have to be changed frequently in order to meet 
the changing situations. Besides. it was added, the public 
and Parliament were constantly aware of the trends of policy in 
this regard as the Plan itself, which envisaged a certain amount 
of Borrowing is approved by Parliament. It also enjoined certain 
restrictions. Therefore, de facto restraints and disciplines in regard' 
to Chvernment borrowing already existed. 

The Committee pointed out that under existing procedure there 
would be no check on Government exceeding the provision of 
deficit financing envisaged in the budget. The representative of 
the Department of Economic Affairs state1 that although theoreti- 
cally the= was no limit in this regard, Government had to obtain 
a supplementary grant if they wanted to spend in excess of the 
budget provision. The Committee asked how, in vimv of the fact 
that the total expenditure could not be exceeded without the autho- 
rity of Parliament a greater flexibility was needed in borrowing, 
The witness stated that borrowings were of various types and there 
could be ups and down in individual borrowings. 

The Committee enqulred i f  ~t was not possible to fix an overall 
statutory limit on Government borrowing and deficit financing for 
the five year plan period. The Secretary, Department of Economic 
M a i r s  stated that in vimv of the changing situation it would be 
difficult to forecast the position for a period of five years. The 
limit would have to be fairly high otherwise it would have to be 
changed from time to time. As regards fixing limits on deficit 
financing each yeas, the witness stated that they might have to be 
exceeded under unforeseen circumsta~lces, for which Government 
would require emergency powers. Asked if the provision made 
for deficit financing in the budget each year could not be fixed a+ 
the limit, the witness stated that in that case they would have to 
take precaution to provide a high figure and there would be 
cases of not utilising the power upto the limit prescribed 
by Parliament. It was urged that the policy of Government was to 
have the least Fecourse to deficit financing. The witness added1 



,that flexibility was an important factor in regard to the loans from 
the Reserve Bank and foreign sources. Any limits fixed on the 
.loans would be unrealistic and would lead to difficulty in the end. 
In a particular year it might be more expedient to borrow from the 
market and exceed the limit provided in budget than to resort to 
deficit financing because market conditions might be favourable at 
that time. It  was urged that in such favourable market condition,. 
if deficit financing was resorted to according to the limit fixed by 
Parliament, it would lead to difficulties. The Committee pointed 
out that if the limit on public borrowing was exceeded by Govern- 
ment, they could take a supplementary sanction from Parliament. 
The Secretary, Department of Revenue and Expenditure stated that 
favourable market conditions might arise at any time during the 
course of the year and it would not be proper for Government to 
exceed the limit before obtaining the approval of Parliament. The 
Secretary, Department of Economic Affairs conceded that a proper 
system in this regard could be worked out, but it would have to 
take into account certain variations. The law might have a pro- 
vision that temporary variations could be made subject to Parlia- 
mentary approval by resolution as soon as the Parliament met 
again. The witness however added that they had informal discus- 
sions with the U.K. authorities who admitted that the practice of 
fixing limits had served a v e v  limited purpose. 

The Secretary Department of Revenue and Expenditure stated 
that considering the capacity and the need of the country, India's 
public borrowing was very moderate as compared with other coun- 
tries. In U.K. and U.S.A. the public debt was many times their 
annual budget. In India the Public debt was at present Rs. 8,500 
crores as against the annual Revenue of about Rs. 1,800 crores. The 
Secretary, Department of Economic Affairs explaining the position 
further stated that much of the Government operation consisted of 
large-scale loans to State Governments. India's total public debt 
should be compared not only with the budget of the Central Gov- 
ernment but with the budgets of the Central and State Governments. 

The Committee can well appreciate the hesitancy and reluctance 
on the part of the Finance Ministry in regard to fixing a limit by Par- 
liamen t on public borrowing by Government; but the Committee 
would like to emphasize the healthy principle enunciated in Article 
292 of the Constitution. The Committee feel that at least a practi- 
c d  trial should be given to this principle. This is a very import- 
ant right of Parliament and is being so exercised iu other demwra- 
tic countries like U.K., U.S.A., Canada and Ceylon. The preaent 
procedure under which Parliamentary approval is taken for bor- 



rowing progmmm as indicated in the Five Peru Planr, and the 
annual Budgets and for the expenditure from the Consolidated F'und 
t whioh the loans are credited, does not satisfy the constitutional 
requirements. The Camndttee are reassured b know the opinion 
of the Secretary, Department of Economic AilPirs that a proper 
system of fixing a h i t  on Government boPrwPing could be evolved 
but it would have to take into acaount tsrCain variations Tba 
Committee feel that the taw M n g  such l im i ts  rnay have some scope 
fer egCllin built-in ~~ subject to empost fact0 appnw.l d 
Parliament. Further theue lhnits might be fixed for each Plan 
period so that they can be reviewed once in fivc years. The Com- 
mittee desire that t b  matter should be canfully examined. 
Net bprden of interest on revenue-para 11 (a) and 19, pagat 

14 and 22. 

6. Inter~st  payments on account of Debt are analysed below:- 

(i) Interest paid by the Government of India . q.44 240.43 
(ii) (a) Interest received on loans to State Govern- 

ments' 68.75 68.36 
(b) Interest received from Railways and other 

Commercial Departments . 62.84 67.08 
(c) Interest received on h e r  loans, from in- 

vestment of Cpsh balances, and other items 12.22 17-79 
(iii) Net burden of interest on Revenue (i)-(ii) . 6j ~ 6 3  87 -20 

As in the previous years, a sum of Rs. 5 crores was charged to 
Revenue for the purpose of amortisation of debt. The amount is 
not invested separately, but is merged in the general cash balance 
of Government. 

1 
The amount received from the State Governments during 196243 

towards interest on loans includes Rs. 9.05 crolps representing in- 
terest not received in cash but covered by fresh loans from the 
Central Government as indicated below. (If this amount is ex- 
cluded, the net burden of interest on Revenue would be Rs. 96.25 
crores). 

I 95 (Aii) LS-2 



In the following cases, fresh loans were given to State Govern- 
ments during 1962-63 to pay interest in respect of earlier loans. 

Name of State Amount Remarks 
Government of fresh 

loans 
(In crores 
of rupees) 

Punjab . 2 '84 For payment of interest on loans for financing 
the Bhakra-Nangal Project. 

Rajasthan . I .  15 For payment of interest on 70 loans 
West Bengal . 3-54 For payment of interest on the loans given 

for meeting the State's share of upendi- 
Bihar 1.08J ture on the D.V.C. 
Gujarat . 0.44 For payment of interest on the loans for the 

construction of Koyana Project. 
(The original loans were obtained by Ex- 

Bombay State and the outstanding balances 
were allocated between Maharashtra and 
Gujarat States after reorganisation). 

-- 

The Committee asked for the reasons for the increase of 33 per 
cent. in 196263 in the interest charges as compared to the previous 
year. The Secretary, Deptt. of Economic Affairs stated that the 
payment of interest by Central Government was related to their 
borrowings. Out of the money borrowed by Government, a part 
was re-lent and a part was directly invested in various kinds of 
schemes which later yielded dividend or other return. But some 
amounts were utilised for schemes like road building etc. which, 
though they helped development programmes and improved the 
economy of the country, did not bring a direct return. The witness 
added that, to the extent the Central Government did not re-lend 
or invest in the manner that the return was sure on investment, 
this increase in the burden of interest was bound to be there. 
He further added that to the extent there was developmental ex- 
penditure of a type which did not give direct monetary return, 
though it gave very good social returns, this gap would increase. 

Explaining the reasons for giving fresh loans to States to enable 
them to repay interest on pld loans, the Secretary, Deptt. of Econo- 
mic Affairs stated that this was better than allowing a default. He 
added that it was a normal practice. The Committee pointed out 
that in some cases Government had given grant to institutions to 
repay interest on an old loan. The witness stated that in case the 
economic aspect of a particular institution had not developed, it 
was better to give a p a n t  than to give up the principle of interest 
payment. . 



The Secretary, Department of Revenue and Expenditure stated 
t h a t  sometimes the State Governments found themselves in a pod- 
tion in which they were unable to find money for particular schem- 
cs. In those cases, they Arst took loans and later made out a case 
for  which a grant could be justified. 

The Committee pointed out that in view of the fact that the 
interest payable by the State Governments, on loans, was taken as 
part of their expenditure, when the Finance Commission decided on 
the  subvention, giving of further loans to them to pay interest 
amounted to a deviation from the recommendations of the Finance 
Commission. The representative of the Deptt. of Economic APFairs 
stated that this type of assistance was admissible only in the case 
of irrigation projects. A policy decision had been taken that from 
1962.63 such of the irrigation projects as had completed five years 
would not get this assistance. 

The Secretary, Departments of Revenue and Expenditure stated 
that  the loan was givlen to repay the interest accruing during the 
period of construction for five years. If interest for the period 
was foregone, the correct capital cost could not be worked and ulti- 
mately the correct return on the capital would not get reflected. 
He added that the counting of interest on capital already laid out 
was the correct way of accounting. 

In para 16 of their Nineth Report and para 10 of their Twenty- 
second Report (Third Lok Sabha), the Committee had criticised the 
practice of advancing loans to the States for repayment of old loans 
and expressed the view that when the recipients utilised the loan 
on projects involving long periods of gestation, it would be more 
appropriate to provide for a specified period of moratorium. The 
Cotnmittee learn with some satisfaction that from 1962-63, the prac- 
l ice of advancing loans for the repayment of interest charges is 
being followed only in the case of River Valley Projects during the 
t h t  period of 5 years. The normal procedure relating to Irrigation 
Projects allows for the interest charges to be capitalised during the 
period of construction. The write-back of such capitalised interest 
k treated as the first charge on capital recepits or on the swpb 
revenues of the projwt after it commences working. The Cormnit: 
h appreciate that in view of the special circumstancss obt- 
bo the case of the river valley projects there is a justification for ad- 
vancing further loans for repayment of earlier loans during the period 
af first five years. They hope that this will not be extended to those 
Prrigntion projects which have completed 5 years. The Committee 
desires that the Ministry of Finance shall ensure that trtah loorv 
are not given to the States for repayment of the loans advanced for 
d h e r  schemes 'and u n p d u c t i w  projects. 



IV. GRANTS AND LOANS FROM FOREIGN SOURCES 

Loans received Loons repaid 
Countrp fran wbich loan was Amount ~oans Ratt bf Inmat 

d v e d  of loan During Upto the During Upto the outstanding 
authorised 196263 end of 1962-63 end of at the end 

1962-63 I 962-63 of I 96263 s 
U.S.A. . . 1299.87 216.54 659.72 7-60 19-10 640.00 aftos#*/o+ 

U.S.S.R. 383.81 31-27 126.37 9-79 32'92 93-45 24% 

Wet Gamanl, . 247.11 27-98 214.71 12-96 61-31 153.40 3 to 6.59/, 

Ja~an 60.17 I -62 18-10 0.27 0-27 17-83 sf t 0 6 O / ~  





A table broadly indicating the purposes of the loans, the projects 
on which they were utilised and the terms of their repayment f.. 
given ir! Appendix IV. 

The table also gives information about the loans which were 
tied to specific projects or to projects mutually agreed upon. In a 
few cases the loans were for import of commodities like steel, 
machinery, non-ferrous metals, etc. required to sustain industries 
and the development programme as a whole. 

The loans received from the United States of America include 
the "American Wheat Loan" amounting to Rs. 9031 crores drawn 
in 1951 for procurement of 2 million tons of wheat in U.S.A. 

All the instalments of principal and interest which fell due dur- 
ing and up to 196243 were paid on due dates. 

The Committee are glad to learn that all the instalments of 
principal and interest which fell due during and upto 1962-63 were 
paid on clue dates 

8. The Committee desired to know whether all the projects on 
which foreign loan had been utilised. were already remunerative. 
The representative of the Department o f  Eco~wmic Aflairs stated 
that the projects were at various stages of completion. He promis- 
ed to furnish a note stating the extent to which the projects were 
remunerative. 

The notes furnished by the Ministry of Finance (Deptt. of Eco- 
nomic Affairs) in respect of the Hindustan Steel Ltd, and the under- 
takings of the Ministry of Petroleum and Chemicals are given i n  
Appendices V and VI. 

(The information in respect.of other projects is still awaited.) 

The Committee enquired whether the return from these projects, 
after they had gone into operation, was adequate to cover the inte- 
rest charges on foreign loans obtained for them. The Secretary, 
Department of Revenue and Expenditure stated that in drawing 
up the accounts of the projects the interest charges on the l o ~ n s  
obtained for the projects wem deducted even before the stage of 
profitability was reached. The Committee pointed out that in some 
cases the money was invested in tne form of equity capital and en- 
quired if there was any return on the equity capital in such cases, 
The Secretary, Deptt. of Revenue and Expenditure agreed that it 
was necessary to see whether after deducting interest charges there 
was anv return on equity capital. 



The Committee would Wre to emphasise that the foreign loma 
tied to various indusrial projects should be remunerative from the 
hancial point of view. The Committee suggest that the Ministry 
should undertake a periodical review in order to determine how far 
the projects referred to:- 

(a) are already remunerative; 
(b) are likely to become remunerative after some years; 
(c) are likely to continue unproductive so far as can be fore- 

seen? 

V. LOANS AND ADVANCES BY THE CENTRAL GOVERNMENT 
Delay in repayment of loans and interest by  State Governrnei~rs, 

para 18, pages 20-22. 

9. Some of the State Governments have not been regular in 
making repayments of the loans advanced to them by the Central 
Government although the terms and conditions of the repayment of 
the loans were revised and the dates of repayment were extended 
at the instance of the States. The amounts of principal and in- 
terest which remained overdue from the State Govenunents at  the 
end of 1962-63 are given below:- 

(In mores of rupees) 
----A- -- - --- - -- 

Amount Amount Earliest - 
of of period 

Name of the State Government principal interest to which 
outstand- outstand- the 

ing on ing on arrears 
- 31-3-1963 31-3-1563 relate 
I 2 3 4 

Andhra Pradesh . . 5.26 1956-57 
Represents interest charpes cn the lcans panted fcr financ'ng the 

expenditure on h'nparjunasagsr Prcicct. Cut cf this a sum 
of Rs.3.64 crcres rcyresenting the inwrest urto 31-3-1962 
was adjustcd by the grant of a fresh lcon to lhat extent in 
1963-64. 

West Bengal . I .39 0.16 1955-56 
Rs. 44 lakhs towards principal and Rs. 15  lakhs towards interest paid 

in 1963-64. 

Rajasthan . . 1.95 rq30-61 
The Ministry of Irrigation and Power have stated (July, 1963) that 

on receipt of certain information from the State Government, ---- _ - - I--- - I-I____ __ 



.-- ..----- ---- - 
I a 3 4 -- 

action will be taken for the grant 'of a fresh loan to the State 
to cover up this intertst due. 

Jammu & Kashmir 14.25 3.75 1955'56 
Madhya Pradesh 1.95 4-32 1954-55 
Bihar 0.23 3 ~32 196243 

Represents loans for finacing the Kosi Project and the interest thereon 
Rs. 23 l a b  towards principal has been repaid during 1963-64. 

Gujarat . . 0.01 1954-55 
Orissa . 0.17 0.59 1959-60 

Relate to loans for financing Hitakud Dam Project-Chiplima Power 
House Project. The State Government have approached the 
Central Government for revision of the terms and conditions. 

Assam 2 .oq 0.99 . . 
Arrears recovered in r 963-64. 

The above figures do not include the armars in respect of loans 
granted to State Governments for the rehabilitation of displaced 
persons. 

The Ministry-wise break up of these loans outstanding from the 
State Governments, as furnished by Audit is enclosed as Appendix 
VII. -, $ 

The Committee examined the representatives of the respective 
administrative Ministries in connection with the delay in repay- 
ment of loans and interest by the Stat. Governments. 

10. The Secretary of the Ministry of Commerce stated that out of 
11 items with which that Ministry was concerned 8 items related 
to the grant of loans to State Governments for the development of 
handloom industry oy conversion of handloom into power-loom and 
three related to met ic  system of weights and measures. 

The State Governments informed that there would be delay in 
the payment of interest due to non-finalisation of terms and con- 
ditions of repayment of loans. But the Ministry did not accept 
this position and asked the State Governments to repay the loans. 
The Committee enquired whether West Bengal Government had 
sent any report about utilisation of loans and communicated the 

for delay in redbation of prindpd or interest from institu- 
Hom dc. to whom louu wem given by them. The note furnished 
by the Ministry is at Appendix Vm. 



The Comndtfse desire t h t  tb m a t h  rhollld be pturad vlgw- 
.arly with tbs State Governmeots c m c d  They are rruprlrl 
that even term8 and conditions for repayment have mot bean mew 

11. Explaining the present position in regard to the repayment 
of loan and interest by Jammu and Kashmir Government, the See- 
retary, Ministry of Home Affairs stated that a loan of Ra. 17.46 
crores had been sanctioned to Jamrnu and Kashmir Govenrment in 
December, 1964 to enable them to repay the arrears of principal ha 
respect of old loans sanctioned by the various Ministries of the Gov- 
enment  of India. As regards interest, the witness stated that the 
matter was still under consideration and no decision had yet beca 
taken; but in the meantime, Rs. 1.5 crores had been paid towards 
interest. The Committee enquired the purpose for which loans were 
granted. The Secretary stated that the bulk of the loan was for tbe 
purchase of foodgrains, Rs. 3 crores for meeting budget deficit and 
about Rs. 2 crores for development schemes and a small loan for 
police housing etc. The Committee hope that such occasions of giv- 
ing fresh loans for the repayment of earlier loans will  be fewer 38 
future. They would also like to be informed of the decision taken ir 
regard to the payment of over due interest. 

12. The Committee enquired from the Secretary, Ministry of 
Health whether any action was being taken regarding recovl?ry cf 
loan-principal Rs. 296 lakhs and interest of Rs. 5-28 lakhs-from the 
Jammu and Kashmir State Government. The Secretary stated that 
they were trying to effect recoveries from the State Government 
and mrtain payments had also been made. 

The Committee desire that the Ministry of Health should p m e  
the recovery of the outstanding loan and interest v@orously. 

13. About the repayment of loans and interest by the West b- 
gal Government, the Secretary of the Ministry of Food & Agricul- 
ture stated that they received information about non-prymsnt fmm 
the Ministry of Finance on 24-6-1W and that they took it up witb 
the West Bengal Government. 

As regards Jammu and Kashmir, the witness stated that the or!- 
ginal loans were made under the various GMF scheks. In regard 
to their recoveries, they had been in correspondence with the Min- 
istry of Home Albirs who had a special cell dealing with Jammu 
and Korhmir. 'X'he Ministry of Home Alhirs had informed that tha 
question was still under consideration. 

With regard to Madhya Prrdesh, the witness stated that certaia 
portions of the :mount pertained to land reclamation chvpn by the 



CTO. State Government had some difaculty in  collecting the charg- 
as from the cultivators and there was correspondence since 1956. It 
was decided in February, 1963 that some interest charges might be 
waived. The witness added that on 12th November, 1964, they had 
sent a'communication to the State Government stating that if they 
did not begin payment, they would have to adjust the amount 
against some of the dues from the Centre to the State. The State 
Government had now started making payment. 

The Committee note that there has been delay in recovery of loan 
from the Government of Madhya Pradesh, which partly related to 
the land reclamation charges by the Central Tractor Organisation. 
If the repayment is dependent on the recoveries from the cultivafors, 
the Committee doubt whether the State Government would be able 
to collect the charges at such a distant date. 

14. The Committee wcre informed by the representative of the 
Ministry of Industry in evidence that out of Rs. 27.65 lakhs, West 
Bengal Government had paid Rs. 2334  lakhs. As regards the rea- 
sons why amounts were outstanding even though they were due for 
payment, the witness stated that they had to rely on the Accountant 
General to bring it to their notice. After obtaining that information, 
the question whether any penal rate of interest should be levied 
was considered by the Finance Ministry. The Ministry of Industry 
were still in correspondence with a number of States about repay- 
ment. 

Asked a question, the witness stated that these accounts werc 
now kept by the Accountant General and not by the Ministry. The 
Committee enquired whether in the case of West Bcngal Govern- 
ment against whom Rs. 10.42 lakhs were outstanding, the Account- 
ant General did not inform the Ministry about the State Govern- 
ment's default. The witness stated that the Accountant General 
should have informed them. and normally he did that. The Com- 
mittee are surprised why the Ministry should wait for the 
Accountant General to remind them about the default in nny pny- 
ments due from State Government. They suggest that a system 
should be evolved whereby the Ministries should get periodical statc- 
meats from the Accounts Officers showing the position of outstand- 
ing loans and interest charges. 

15. The Committee were informed that in the case of Jammu and 
Kashmir Government against whom principal Rs. 31 -36 lakhs and 
interest Rs. 15.19 lakhs werc outstanding, no further payment had 
been received. The Committee desired to be furnished with a note 
whether the loan of Rs. 31.36 lakhs and interest 3s .  15-19 lakhrr 



would be adjusted against the loan of R8. 17 cr0re.s recently sanc- 
tioned by the Ministry of Home M a i r s  to Jammu and Kashrnir Gov- 
ernment for the repayment of the outstanding loans. The anistry 's  
reply is awalted but it is understood from Audit that the loan of 
Rs. 17.46 crores sanctioned by the Ministry of Home Affairs in 
December, 1964 was to be adjusted against the instalments of prin- 
cipal due upto 31st March, 1964 in respect of loans sanctioned by the 
different Ministries. 

From the replies given to them during evidence, the Committee 
got an  impression that the matter was being dealt with in a purely 
routine way and not much attention was being bestowed on it. 

16. The Committee are unhappy to note that in some of the cases, 
State Governments continue to be in arrears in respect of payment of 
interest and principal relating to loans for the period3 as early as 
1954-55, 1955-56 and 1956-57. While there may be gcnuinc difficulties 
in a few individual cases, they ought to be ironed out expeditiously. 
The Committee are unable to appreciate such indifferent attitude in 
respect of the Govt. loans. The Committee are also unhappy to note 
that because of non-finalisation of terms and conditions of repayment 
of loans, there have been delays in the repayment by the Stale Gov- 
ernments. This aspect has been dealt with in the next para. The 
Committee would like the Ministries concerned to pursue the cases 
with the State Governments vigorously. The Committee are of the 
view that the Ministry of Finance should also keep the position of 
timely repayment of loans and interest by State Governments rtnder 
constant review. They should endeavour to see that the good 
example set up by the Central Government in ensuring timely 
payment of foreign loans and interest is emulated by the State Gov- 
ernments. 
Non-finalisation of terns and conditions of repayment of loans, 

para 20. page 22. 
17. The terms and conditions of ~epayment in respect of some of 

the loans advanced to State Governments have not yet been settled. 
No amounts have been received from State Governments in respect 
of these loans either towards principal or interest. The total amounts 
outstanding at the end of 1962-63 are indicated below: 

(In crores of rupees) -- - - -- 
Number Total Farliest 

Name of the State Government of amcunt pericd 
loans of loans to which 

the 
amounts 

--- -----. -- ----- --.------I- ' - - - -  - - --- -" r t ln  tr 
I 2 3 4 - - -_________ _ _ _ " _ _ _  - - -  - - - 

Bihar 20 6.65 1958-59 
, G:jmt 2 I 3.18 1954-55 - 



Andbra Pradesh 
Kerala . 
Madres 
Mahatashop 
Punjab 
West Bengal . 
Uttar Pradesh . 
Rajasthen 
f unmu and Kashmir 
Mysore 
Orissa . 
A s s P m .  
Madhya Pradesh 

The Ministrywise break up of these loam as furnished by the 
A.G.C.R. is enclosed as Appendix IX. 

The Secretary of the Ministry of Commerce stated that that Min- 
istry were concerned with 91 items-Coir 7, Textile 45, Sericulture 
34, Weights and Measures 4 and Coffee 1. The terms and conditions 
were settled in respect of these items except that relating to the 
loan for rubber plantations in which case correspondence was going 
on with Government of Kerala because they wanted the loen to be 
converted into a grant. There were 31 i t e m  on the same subject. 
Terms and conditions had since been settled for 29 items. 
2 items relating to Coir were being finalised. The witness a g d  
that the practice of giving loans without settling the terms and con- 
ditions was not a healthy one. 

The Secretary, Ministry of Home Mai r s  admitted that non-set- 
tlement of tenns and conditions of loans before issue was not a 
satisfactory p i t i o n .  Since, however, it was felt that it was a 
doanestk &ir, it was not done. Loans gnvlted to Punjab and Uttar 
Prderh were for the development of border amas and their tenns 
and conditions also in the case d Madhya Pradesh were settled to- 
wards the latter part of 1963. The loans in the case of Madhya h a d -  
esh were actually granted to certain part 'C' States which were now 
part of Madhya Pradesh The tenxu and conditions in respect of 
the Loan granted to Jammu and Kashmir had not been settled. Aa 
a large part of that loan mentioned in the Audit Report was towards 
the expenditwe on Jammu-Pathankot road upto Banihal Pass, it 
was doubtful whether that amount could be treated as a loan. These 



crmomts might have to be treated as a grant, The  matte^ had been 
oonoidered frinn time to tjme but no final decision had been taken. 

The Secretary of the Ministry of Food and Agriculture (Deptt. 
'of Agriculture) stated that there were about 6 cases where the terms 
and conditions of Ioans had not been eettled. Now they were abk 
to settle the terms and conditions in 3 cases and were trying to settle 
the remaining 3 cases as per advice of the Ministry of Finance. The 
witness added that the present practice was that the terms and ron- 
ditions were settled at  the time of granting loans. 

The Secretary, Ministry of Health stated that as far as possible, 
terms and conditions were settled first. In the particular case, on 
account of urgency of the matter, it was released in consultation 
with the Ministry of Finance subject to the t e r n  and conditions to 
be settled later. 

The Committee enquired from the representative of the Ministry 
of Industry as to why in the case of Gujarat loans amounting to 
Rs. 31.13 lakhs, terms and conditions of only one loan amounting' 
to Rs. 1.47 lakhs were settled and the rest were all unsettled. The 
witness stated that these were repeat loans and they were given on 
the same terms as the previous loans. The terms and conditions in 
all the cases of lomns were settled. 

Asked whether it was the policy of the Ministry not to give loam 
without settlmg the terms and conditions the witness stated that it 
would be wiser to enumerate all the terms and canditions even in 
the case of repeat loans. In extenuation the witness stated that at 
the present moment there was no loan in respect to which terms 
and conditions were not settled. 

The Commit tee also discused the overall position with the Min- 
irtry of Finance and desired to know under what circumstances the 
Finance Ministry agreed to sanction loans to State Governments 
without settling the terms and conditions and further allowed tha 
Analisation of the terms and conditions to be delayed fa r  several 
years. 9 

The representative of the Department of E.A. stated that in isola- 
ted cases the terms and conditions of loans were dependent on their 
utilisation and these could not be specified in the sanction. This 
happened particularly in the case of loans sanctioned by the Com- 
merce Ministry for utihation in handloom and mall s a l e  indus- 
tries. As r e g a d  the inordinate delay in settling the terms, the 
witness stated that total ,ban was sanctioned under a particular 



Head of Development and it was utilised by the State Government 
on a number of schemes. Unless the State Government infomed 
the Accountant General or the Ministry about the actual utilisation 
of the loan, the terms and conditions of the component loans could 
n d  be prescribed. The Commerce Ministry had since taken a deci- 
sion to issue certain ad hoc terms. 

The witness added that another category of loans for which 
terms were not settled were those relating to irrigation and powen. 
projects. Certain loans were sanctioned in 1956-57 but the terms 
and conditions had been under negotiation between the authorities 
concerned and could be finalised only in 1960-61. 

The Committee asked why loan to the Maharashtra Government 
(sanctioned in 1954) which related to the Ministry of Finance was 
given without settling the terms and conditions. The representa- 
tive of the Department of Economic Affairs explained that the loan 
to  Maharashtra was interest free and related to the recovery to be 
made from Pakistan on account of certain pension disbursements to 
the pensioners who migrated from West Pakistan. 

The Secretary, Department of Economic Affairs stated the loans 
in question followed the pattern of Second Plan. Although the 
terms (i.e. rate of interest and period) had been settled in general, 
for each particular type of use e.g, agricultural or other schemes, 
the rate of interest actually payable was dependent on the duration. 
Until the loan was broken up and reconciled with the pattern, it 
was difficult to say about duration. This ~ u l e  was found unwork- 
able in regard to these loans. The rules for the Third Plan had 
been changed, under which the period and rate of interest were 
known. The Committee desired to be furnished with a detailed note 
stating why the terms and conditions of the loans advanced to State 
Governments were not settled for long periods (in some cases even 
for 10 years) and why the rules regarding grant of loans were found 
unworkable. The notes furnished by the Ministry of Finance (De- 
partment of EA) in respect of the loans sanctioned by the Minis- 
tries of Health, Food and Agriculture (Department of Agriculture), 
Works & Housing and one loan of Rs. 35 lakhs sanctioned by the 
Ministry of Finance are given in Appendices X to XIII. A note fur- 
nished by the Planning Commission is at Appendix XIV. The infor- 
mation in respect of other Ministries is still awaited. 

The Committee are concerned over non-settlement of terms and 
conditions of the loans before their issue. They regret to point out 
&at although the loans were granbd to the States 'B to 10 years 40, 



the terms and conditions of m e  of them have not yet been settled 
and no repayment has been made either towants principal or intersst. 
If the rules were unworkable the matter should have been reviewed 
earlier. They desire that the Ministry of Finance should ensure that 
the administrative Ministries should settle the terms and conditions 
of loans before advancing them, except where loans are made to meet 
certain emergencies in which case the settlement of terms and condi- 
tions may be finalised within a period of three months at  the most. 

Louns granted to  Government owned Corporations and Private 
Bodies, Para 21, page 23. 

18. The terms and conditions of repayment in respect of some of 
the loans advanced to Government owned Corporation, Private 
Bodies, etc. have not been settled. The details o f  such loans out- 
standing on 31st March, 1963 are indicated below:- 

(In crores of rupees) - 
Number Total Earliest 

Name of the loancc of amount perid 
loans of to which 

loans the loans 
relate 

Heavy Engineering Corporation 3 5 .oo 1962-63 

Municipal Corporation of Delhi 2 1.28 1962-63 
Delhi Electric Supply Undertaking I 0 . 3 2  1962-63 

Banks in Goa . z 5 . 2 5  196162 

Shipping Ikvelopment Fund Committee I 4 .oo 1962-63 

M,s. Tata Iron and Steel Company . I 10.00 1954 

MIS.  Indian Iron and Steel (hnpany . 1 10.18 1959 

Singareni Collieries, Ltd. . 2 2.50 1961-622 

Banks in Goa 

Explaining the latest position in regard to the te rns  and condi- 
tions of the two loans of Rs. 5-25 crores sanctioned to the Banks in 
Goa in 1961-62 and 1962-63, the representative of the Ministry ot 
Finance stated that after the liberation of Goa the liability for the 
money which was with the Portuguese Government was taken over 



by the Government of India. As the Banks had no assets, they were 
given loans so that they might repay their creditors. The Govern- 
ment of India had to act in time in order to rescue the Bank. He 
informed the Committee that at present, the affairs of the Banks 
were being looked into by the Reserve Bank and as soon as the 
scheme of reconstruction was complete the terms of repayment 
would be prescribed. The witness added that the actual amount paid 
to the banks was Rs. 3.85 crores. 

The Cammittss would like to be informed of the latest position in 
n g r d  to the enquiry by the Reserve Bank into the affairs of the 
Banks in Goa and whe ths  the terms of repayment had since been 
eettled. 

As regards the terms and conditions in respect of the loan of 
Rs. 113 lakhs paid to the Municipal Corporation, Delhi, the repre- 
sentative of Ministry of Health stated that these had also been 
ilnalised. 

18. As regards the loan of Rs. 20: 18 crores to MIS Tata I r m  and 
Steel Company and M/s Indian Iron and Steel Company, the Com- 
mittee were informed by the representative of the Ministry of Steel 
and Mines that the matter was again being referred to the Tariff 
Commission for advice. The Committee had suggested in para 27 of 
their 25th Report (Third Lok Sebha) that the final settlement of the 
advances should be expedited, The Committee regret this delay 
in spite of their earlier recommendation. 

In regard to the loan of Rs. 2:50 crores to Singareni Collieries 
Ltd., the Committee were informed by the representative of the De- 
partment of Mines and Metals that the terms and conditions had 
been settled. 

The Committee are concerned over the delay in settlement of 
ternrs and conditions of repayment in respect of the loans advanced to 
Government owned Corporations, Private Bodies etc. They hope that 
wery effort will be made to settle the terms and conditions in the 
cases where these have not already been settled. They also dosire 
tbc Ministry of Finance to ensure that in future the terms and two- 
litions fer repayment of such loens are Axed before granting them. 

Loans and advances granted to,Ptivate Institutions, Para 22, Page 23. 

21. Details of some of the cases of loans and aavances granted 
to Private Institutions, etc, in which the amounts of principal and 



dnterest rgnained in p e a r s  at the end of 19624% are shown in 
Appendix XV. 

di) All-IMia Hutndlom Fabrics Cwperative Marketing Society, 
Bombay. (Arrears of amount ps on 31st March, 1963-Rs. 3.87 
k k h )  . 

22. The Committee enquired why a fresh loan was sanctioned to 
%he All India Handloorn Fabrics Co-operative Marketing Society, 
Bombay, when the previous loan of Rs. 3.87 lakhs was outstanding 
f ~ o m  them by way of principal and interest. The Smretary of the 
Ministry stated that it was a co-operative society which was pro- 
.motjng handloom business. When it was found that its resutlrces 
were not adequate, they gave an additional loan. 

The Committee feel that it is not a healthy practice to graat f- 
'loans in cases where there is default in the repeyment of previous 
,bas. The Committee would like to be ipfortlled of the progress of 
*muwery of these lopno. 
.(ii) Delhi Garment Co-operative Industrial Society (Arrears of prin- 

cipal and interest outstanding as on 3lst Mawh, 196342s. 1.86 
lakhs) . 

23. The Committee were informed that in the case of Delhi Gar- 
.merit C+operative Society, the amount of principal outstanding on 
3lst March, 1963, was Rs. 1-62 lakhs and the amount 04 interest w u  
R6. 0.24 lakh. A liquidator had been appointed for this society. 
This society had got some assets of their own like Sewing Machines 
&c. 

&bed whether the assets of the society were scrutinised at the 
t m e  of giving the loan, the witness stated that it was essentially. an 
act of rehabilitation and therefore, strictly according to the assets, 
:here was no justification for giving the loan. 

C. & AG. informed the Committee that in the Arst five yeam 
upto 1981 the managing committee was antirely nominated by the 
Gwernment and from 1961 onwards five of the members of the 
managing committee were nominees of the Government. Govern- 
ment had an effective say in the management of this institution. 

The Cowi t t e e  were informed that the liquidation proceedings 
'had been stayed for sometime by the Chief Commissioner af WrbJ 
on an appeal by the Society. The appeal was Anally rejected by the 
'Chief C ommissigner . 
196 (Aii) LS 



The Coanmittee are concenied to note that although the Managing. 
Committee of the Society was appointed by Government More 1961,. 
and after 1961 five members of the Managing Committee were nomi- 
nees of Government, the Society has gone into liquidation. The Gov- 
ernment nominees should have taken steps to safeguard the interests 
af Government and informed the Government about its affairs. The 
Cotqmittee desire that a proper enquiry should be held into the mat- 
ter. The Committee would like to know the final outcome of the. 
liquidation proceedings and the recovery of Govenlment dues. 

(iii) Dog-ra Steel IndusCries Ltd. Faridabad (Arrears of Principal on. 
31st March, 1963-Rs. 0.77 lakh).  

24. The representative of the Ministry of Industry stated that in 
the case of Dogra Steel Industries, they were having some difficulty 
about the availability of raw materials and they could not pay the 
instalments regularly. So, in con.sultation with the Directorate 
General of Technical Devdopment, arrangements were made to give 
them some raw material and they promised to pay the next instal- 
ment in March, 1965. No legal action was taken to impound their 
machinery because they had promised to pay. 

The Committee enquired when this concern indicated to the 
Ministry about the raw materials difficulty faced by them, the wit- 
ness stated that it was brought to their notice only within the last 6 
or 7 months. In consideration of the difficulties faced bv the firm 
as a special case the Government allowed the firm on 14th Jane, 
1%1 to pay the then outstanding amount within 6 months and the 
balance in the next two subsequent instalments, by the end of 
March, 1962. The firm approached Government again in Septrmber, 
1961 for  extension of time and their request was turned down. The 
witness further stated that as the firm continued to default, a re- 
gistered notice was issued on 23rd January, 1963 asking them to dis- 
charge their liability. As the firm had failrd tn hmour its commit- 
ments and had defaulted, it was decided to take legal action against 
them for the recovery of the amount due from them. The papers 
were hander over to the Ministry of Law and after completion of 
necessary formalities on 14th May, 1964, a demand notice was issued 
to them Their reply to the demand notice was now undcr ccn- 
sideration. I t  was in reply to that that they had started pleading 
the difficulty regarding raw materials. 

Asked a question, the witness stated that as on Olst March, 1964 
the amount of principal due was Rs. 85,907 and the amount of inter- 
est due was Rs. 18,119. 



The Committee are unhappy at the halting manner in which the 
recovery of the principal and interest has been processed by the 
Ministry. They d e k e  that ncce;sary action should be taken in the 
matter to recover the outstanding amount. 

(iv) Loans by Rehabilitation Finance Administration Unit. 

25. As on 1st January, 1963, out of the loans given by the Rehabili- 
tation Finance Administration, the principal and interest overdue 
amounted to Rs. 373.00 lakhs and 130 lakhs respectively. 

Expla'ning the lateSt position regarding recovery of loans advanc. 
ed by the Rehabilitation Fnance Administration Unit the represen- 
talive of the Ministry of Finance stated that the total amount of 
loans (includmg ~nterest)  outstanding as on 1st Janu- 
ary, 1961 was Rs.434 lakhs in the Eastern Region 
and Rs. 296 lakhs in the Western Region totalling 
Rs. 730 lakhs. Recoveries made from 1st January, 1961 upto 30th 
November, 1E! in  cajh were Rs 43 lakhs and .Rs. 36 lakhs in the 
Eastern and Western region respectively, making a total of Rs. 79 
lakhs. Rs. IT1 lakhs were recovered in the Western region by way of 
adjustment of compensation claims. No such adjustment was possi- 
ble in the Eastern region. The total amount recovered by way of 
cash or adjustment was Rs. 250 lakhs. The amount written off upto 
30th November. 1964 was Rs. 57 lakhs in respect of 900 accounts in 
the Eastern region and Rs. 14 lakhs in respect of 146.1 accounts in 
the Western Region. totalling Rs. 71 lakhs in respect of 2364 accounts. 
The amounts outstanding on 30th November. 1964 in the Eastern and 
Western repion was Rs. 382 lakhs and Rs. 98 lakhs respectively. Out 
of the loan of Rs. 728 lakhs disbursed in the Western region. Rs. 830 
lakhs were collected before 1st January. 1961 and Rs. 207 lakhs 
thereafter including the interest and another 50 lakhs were e x w e d  
to be recovered. In the Eastern Region out of the total loan of 
Rs. 394 lakhs. the amount collected including interest was Rs. 127'93 
lakhs. 

The reasons for the unsatisfactory position in the Eastern Region 
were stated as (i) inadmissibility of any compensntian pavable for 
the properties left in East Pakistan (ii) non-utilisation of !he losns 
in 65 to 70 per cent, of cases for the purpose for which these had 
been panted;  and (iii) disturbance in the business of the loan- 
caused by .the language riots m d  floods in Assam. The bulk of the 
outstanding dues relate to the Eastern Region. 

The Committee feel concerned over the slow progress of m v c r -  
ies of the loans Bdvanced by the Rehabilitation Finance Adminiska- 
tion. Out of the total amount of Rs. 730 lakhs (Rs. 434 lakhs in the 



Eastern Region and Rs. 296 lakhs in the Westens Jbgim) as on 1st 
January, 1961, the amount outstanding as on 30th Nsvember, 1964 
wrrs Rs. 489 lakhs (Rs. 382 lakhs in the Eastern Region and Bs. 98 
I.lths in the Western Region). The Committee desire that vigorous 
efforts should be made to expedi,h the recoveries. 

The Committee observe that in respect of 2364 accounts in the 
Eastern and Western Regions loans totalling Rs. 71 I& wem 
written off upto 30th November, 1964. The Committee would likc 
to know in how many af these cases the loans had to be written off 
due to the irregularities committed in the grant of loans at the initial 
stage viz.: 

(a) diwegard of the advice given by the local authorities/field 
staff, etc. 

(b) failure on the part of the officials to obtain proper securhy, 
and 

(c) bad financial position of the borrowers. 

Central Government Finance Accounts (1962-63) -(i) Guarantee 
given by Government of India, to the Bombay State Financial 
Corporation in respect of a loan given by the Corporation to one 
individual (ii) sum of Rs. 48.11 lakhs due to Government from 
the same individual. Item (V) of statement No. 5, page 46. 

26. The individual has purchased an evacuee property known ;u, 
Ahrned Mil!s at Ambarnath and has mortgaged it to the Government 
of India alongwith certain other property situated at Ambarnath. 
The Bombay State Financial Corporation has agreed to advance to 
the individual a loan of Rs. 7 lakhs with interest at 64 per cent. per 
annum for running the Mills on the security of a second mortgage 
~f the property. The first mortgage is in favour of the Government 
of India in respect of Rs. 48,11,000 due to the Government from the 
individual. The entire loan of Rs. 7 lakhs has been guaranteed by 
the Government of India. 

The Committee enquired what were the considerations for which 
this individual was allowed to take over an evacuee property when 
he was unable to pay a large sum of Rs. 48.11 lakhs. The represen- 
tative of the Ministry of Rehabilitation stated that Government had 
tried for 6 years to sell the property, but the maximum offer received 
was Rs. 22 lakhs. This individual purchased it for Rs. 68.11 lakhs out 
of which he paid Rs. 20 lakhs in the form of claims purchased by 
him in respect of properties left in Pakistan. The balance of 
Rs. 48.11 lakhs Was to be paid in seven instahentr. Later, on a nc 
~resentatios ftqm the individnal, the number of instalmaits was 11%- 



creased to 10. Asked whether there was any default in payment of 
the instalments the Secretary, Deptt. of Revenue and ~ x ~ e n d i t u r e  
stated that out of the sum of Rs. 48.11 lakhs, the  loanee had paid 
Rs. 13.67 lakhs and an interest of Rs. 8.9 lakhs. There had been de- 
fault in payment and an application for further extension of t ime 
was under consjderation. 

The Committee asked about the  present position of the repay- 
ment of the loan of Rs. 7 lakhs which was guaranteed by the Gov- 
ernment of India. The representative of the Rehabilitation Ministry 
stated that out of this guaranteed loan of Rs. 7 lakhs he  withdrew 
only Rs. 5 lakhs out of which he had repaid Rs. 3.34,900, the  balance 
due from him being Rs. 1,65,000. 

The Committee enquircd whether the Ministry had gone into the 
reasons for default and made enquiries about the working of the 
mill i.e., whether i t  \\,as making profit or not. The representative of 
the Ministry o f  Rehabilitation stated that the individual had re- 
presented to the Ministry that because o f  difficulties about wool quota 
and of foreign exchange and other things he was not in a position to 
work the mill fully and get all the required production. 

The Committee dcsirtbd to be furnlshcd \vith a detailed note show- 
ing the details of repayment of instalments due from him whether 
the concerns \vhich he took over were making any profits and whe- 
ther there were any other. cases In i\.ii~ch any evacuee property. 
factory or industry wcre sold by p r ~ v a t e  negotiation without open 
tmders.  The note ful-n~shed by the Ministry of Rehabilitation is at 
Appendix XVI. 

From the note furnished by the Ministry it is learnt that the  
total balance still to be recovered from this individual on account of 
principal out of Rs. 48.11 lakhs is Rs. 34.43.886.12. 

According to the individual, his mill has made a profit of Rs  12.50 
lakhs and Rs. 3 lakhs during the years 1961-62 and 1962-63. The in- 
dividual has submitted a n  application requesting for further re- 
laxation in the terms d payment which is under consideration. The 
proposal of this individual regarding payment of instaln~ents is as 
under:- 

( i )  That he  may be allowed to pay the balance amount plus 
interest in 10 yearly instalments. The first instalment 
thereof to h trcated as due on 1st July. 1965. 



- (ii) That he may be allowed to pay the balance amount in 
monthly instalments of Rs. 25,000 each. 

OR 
(iii) That he may be allowed to pay the balance amount in 

yearly instalments of Rs. 4,00,000 each which will also 
include interest. 

The grounds on which he wants the period to be extended are  
stated to be "due to Emergency declared after the Chinese attack, 
import licences had been steadily reduced and the licences for the 
current year were about 1/3rd of those which were issued to this in- 
dustry in 1961. This drastic cut had resulted in acute shortage of 
raw materials, as a consequence of which not more than 40 per cent. 
of the installed capacity was being employed. To strengthen the 
foreign exchange reserves of the country, the Government of India 
were laying stress on maximum of exports of woollens. Esports 
markets required rigid quality control which was difficult to main- 
tain with old machinery. He had obtained licences for the import 
~f the machinery to the value of Rs. 30,00,000 for the modernisation 
and rehabilitation. All that required further expenditure which he 
was unable to meet." 

The Committee regret to observe that the Ministry of Rehabili- 
tation followed an unusual procedure in selling the Mill to the in- 
dividual by negotiations and also agreeing to receive the payment in 
instalments. According to the Ministry's note there are no other 
evacuee concerns which were sold by negotiations to individuals. 
Further, it was only in the case of one concern that the payment was 
to be made by instalments and in the other cases the purchasers were 
required to make payment in lump-sum 

The Committee note with surprise the following further conces- 
sions given to this individual without much merit: 

(a) The individual was originally allowed to pay the amount 
in 7 instalments instead of lumpsum as usual. 

(b) The rate of interest for repayment of the loan is considcr- 
ably low,'i.e., 41 per cent. (while the market rate is moro 
than 10 per cent.). 

(c) The individual has been allowed to repay the loan in 10 in- 
stalments instead of 7 fixed originally. 

(d)  Government has guaranteed a loan of Rs. 5 lakhs takcn by 
the individual £-man the Bombay State Financia! Cor- 
poration. 



I t  is also understood from Audit that the party was continuously 
in  default in repayment of the instalments as shown below:- 

Due dates for the instalments Balance which remained 
unpaid on the due dates 

in column 1. 
(In lakhs of rupees) 

30-10-1961 . . . . 3.00 
20-10-1962 . .  . . 2: 95 
20-10-1963 . . . . 5.48 
20-10-1964 . . . . 6. 57 
Amount paid after 20-10-1964 . . 1:OO 

Total amount remaining overdue on 
20-10-1964 . . . . 5-51 

The levy of a higher (penal) rate of interest was not considered 
,even when the party was found b delay the repayment of instal- 
ments. - b .. m 

The Committee feel that when the extension was given, the rate 
of interest should have been revised and the prevailing market rate 
of interest should have been charged. The Committe have a feeling 
that such a low rate of interestA4 per cent-is an inducement to 
delay the repayment of the loan. The Committee recommend that 
the Government dues should be recovered forthwith. If, however, 
any extension of time has to be given, at least the rate of Merest 
should be raised to bring it in conformity with the present market 
rate and in the event of default in repayment of instalments, a penal 
rate of interest should be prescribed. The Committee desire that 
while considering tbe application of the individual, the Ministry 
should also carefully take into consideration the concessions already 
enjoyed by the individual and the fact that his mill was malting 
profit. 

R. R. MORARKA, 
Chairnaun. 

Public Accounts Committee. 



APPENDIX I 
(vide paras 3 und 6 of the Report) 

Statemettt of action taken on the recommendations of the PtcbEk 
Accoztnts Cammat tee-!%h Report (3rd Lok Sabha) 

MINISTRY OF FINANCE 

Recommendation of Committee (Text) .-"The Committee 
would commend the suggestion of the Comptroller and Auditor 
General viz.. imposition of a lump sum cut by the Ministty of Ftnance 
in respect of overall provision under a grant, in respect of which 
savings are a recurring feature to the Ministry of Finance, as it ap- 
pears to hold a prospect of reaching the overall net targets h id  down. 
in the estimates. In the implementatim of this suggestion, it would 
be necessary to see during the periodical review of the progress of 
expenditure that shortfalls in expenditure anticipated in respect af 
individual schemes are declared in time so as to avoid the contin- 
gency of going for unnecessary supplementary grants." 

[Scrial No. 6 of Appendix V to the !Xh Report (3rd Lok Sabha)] 

Action taken by Government (Text of Note/Menzo. ctr.).-The 
revised arrangements for budgeting and financial control int rnduced 
in 1%2 provide that budget proposals should be prepared by the 
Ministries in greater detail and with as much precision as possible 
and referred to the Finance Ministq a few months earlier than m a t ,  
to enable the latter to make a detailed scrutiny of the same. The 
provision finally accepted by the Finance Ministry for inclusion in 
the Budget take into account past performance, spending capacity and 
other relevant considerations. If savings occur. it is mainly because 
neither the administrative Ministt-ies nor the Finance Ministry are 
in a position to anticipate precisely, at the Budget stage, the factors 
which ultimately lead to such savings. -4 lump sum cut on the lrasis 
of past trends may often render the estimates completely unri?elistic. 
It would also carry the risk of encouraging the tendency to propose 
higher figures thereby nullifying the very object of the cut. particu- 
larly if the administrative Ministries are to be allowed to p r t m d  on 
the basis of the original estimates (i.e. without tht! lump sum cut) 
as suggested in the earlier part of para 6 of the R+)rt. It nlrght 
also result in a large number of supplementary grant thus increasing 
work all round. The imposition of a lump sum cut in the overall 
provision under a p a n t  as recommended by the Committee over and 
above the detailrd cuts made during normal budget scrutiny, or the  



exhibitioh of such cuts in the printed budget, would not be advisable. 
or practicable. The proper course would seem to be to continue to* 
attempt as close an approximation as possible between the budget 
estimates and the final actuals. 

As regards surrender of savings in expenditure instructions al- 
ready exist to the effect that anticipated savings should be surren- 
dcred as and when noticed without waiting till the end o l  the year 
(vide Note 1 below Rule 69 of G.F.Rs, 1963, und Finance Ministry 
O.M. No. F.8(9)-Bf61, dated 22-10-1962). 

Recontmendation of the Conrtnit tee (Text ) .-"The Committee. 
learnt during the course o f  evidence that the net burden of interest 
on revenue had to be rated at a much higher figure than shown above, 
because barring the railways, the parties in receipt of the Gov- 
ernment of India loans paid interest out of fresh borrowing from. 
Government of India. . The Committee noted this with surprise. 
'I'hey would like to know the principle, i f  any, on the basis of which 
this practice had to be resorted to in such a large measure. The. 
Committee are of the view that, when the recipients utilised the 
loans on projects involving long period of gestation. i t  would be more 
correct to provide in the sanctions to the loans thenlselves that pay- 
ment of interest would commence after a specified period. They urge. 
that healthy practice must be set up in regard to recovery of loans 
and interest." 

[Serial No. 14 of Appendix tr to t h ~  9th Report (3rd Lok Sabha) 'j 

Act io i~  take11 by ( ; o ~ : e ~ t ~ ~ ~ t e n t  (Test of Nole Me?no. etc.).-It 
appears, the Committee are objecting to the practice of grant of loans 
to borrowers to enable them to discharge their interest liability in 
rfspect of earlier loans. Their suggestion would appear to imply 
that there should be an interest free holiday or at least a moratorium 
during the first few years of the period of construction. The Com- 
mittee had made a somewhat similar recommendation in para 5.1 of 
their Eighteenth Report (Second Lok Sabha) . citing in support the 
practice followed by the World Bank. In reply. :hey were informed 
that the World Bank did not allow any moratarium on in te rs t  in 
respect of the loans advanced by them. [Vide 0.M. No. F.8 (53) -B . 
59% dated 19-6-1962.] 

So far as information is available, loans for the repaynwnt of inte- 
rest charges arc advanced only in thc case of River Valley Projects. 
The Committee had already been informed that the normal pmcedure 
relating to Irrigation Projects allows for the interest charges to be 
capitalised durint the period of construction. The writeback of 
such capitalised intwest .is trcatcvi as the flrd charge on capital 



ireceipts or on the surplus revenues of the project after it  commences 
working. 

In the case of loans to public sector undertakings, however, since 
the  money is advanced out of Government's own bmowings on which 
interest is payable, there is no reason why the undertakings in ques- 
tion should not be made liable for the interest liability right from 

' the very beginning. Moreover, while it has been accepted as a policy 
that there should be a parity between the loan and equity capital ad- 
vanced to public sector undertakings, it has also been conceded that 
the grant of loans need not run pari passu with the equity invest- 
ment. In other words, wherever justified, the initial requirements 
.of the undertakings, before they become revenue earning, are ex- 
pected to be financed by capital investment which does not involve 
any liability for the payment of interest. But where loans are given 
and accepted by the undertakings, they carry the liabilitv for the pay 
ment of interest. It is not, therefore, usual to h o w  any moratorium 
for the payment of interest. An exception was made in 
the case of Hindustan Steel where the loans advanced 
were consolidated [into a single loan as on 1-4-1962 without carrying 
any liability for the payment of interest for the earlier period. This 
special treatment was given mainly because it would not have other- 
wise been possible for this new public sector enterprise to compete 
with the well-established Steel producers in the private sector. Such 
a course was in fact recommended by the Committee in para 54 of 
their 18th Report (2nd Lok Sabha). 

On the whole, therefore, it is felt that there would appear to be 
-nothing objectionable in the grant of loan for repayment of interest 
in certain cases e.g. River Valley Projects. The rule that where loans 
are given to projects interest should be charged in the normal man- 
ner, is consider4 to be sound. 

In the circumstances, it is hoped that the Committee would per- 
.haps agree to the status quo being maintained. 



'APPENDIX n 
(vide para 4 of Report) 

.* MINISTRY OF HOME AFFAIRS 
Points on which the Public Accounts Committee desired to be fit* 

nished with further infwmatiint at their sitting held on the 30th 
Januury, 1965 

Audit Report (Civil), 1964 
Para 5: 

1. A statement showing the break up of expenditure on Police 
for the years 1962-63 and 1963-64 and reasons for increase in t b  
same may be furnished, 
NOTE 

Expenditure during 
1963-64 

(in crores of rupees) 
23 ' 3 0  2 5 ' 4  

The break up of the above expenditure is given below:- 
(!n cmres of rupees) - 

Kccov- Rccov- 
Gross cries Net Gross cries Kct Variations 

For 1 ~ 2 - 6 3  For 1963-64 

Police . , 10.26 0 .06  10.20 12.81 0.35 12.46 i 2 . 2 6  (a) 

L.hl. and A Islurds . . . . . . . . . . . . . .  (4 

Manipur . .77 . . .n . rr  .12 -0.65 (el 
Tripura , .82 . . .82  -15 . . . I 5  4 . 6 7  - - -- .- - 

15.45 0.06 15.39 16.36 0.35 16.01 
- - - - - , -  

I 
Tr bal Areas 7.20 0.78 6.42 8 28 0 . 8 1  
Naga Hills Rr Tucnsnng 

Areas I .48 . .  1 . 4 8  1 .57  



Reasons fqr the variations are as under:-- 
(a) Police: The excess of Rs. 2.26 crores is due to- 

(i) raising of Police Battalions for the I.T.B. Police Force 
towards the end of 196243; 

(ii) strengthing of Border Check Uosts; r) 

(iii) raising of more armed Police Battalions by State Gov- 
ernments on behalf of Central Government for inter- 
nal security; and 

(iv) more expenditure on C.R.P. on account of raising of 
Four additional companies and purchase of more 
equipments and stores during 1963-64. 

( b )  Ik lh i  T h e  increase due to additional posts 
sanctioned in connection ~vith National 
I:,rnerpcn~.y ancl also as a result o f '  re- 
orgunisaticrn 01' Iklhi I'olice. 

(c) A. & S .  Islands . Saving is mainly due to csclusion ol' the 
clenient trf' cxpcnditurc incurred during 
1962-63 on udiusrrncnt of' duty payable 
on import of' IHO units of (:oastuI I'atrol 
Vessels and purc.hase 01' 30 i S <  H - 2 P q )  
r .  I mns. Kccci\.ers. 

( d )  LA!. & -4. Islands ?'he excess of' Kh. rooo - iRs. I X . w  for 
1963-64 nlinus Ks. 17000 f iw 1962-63) 
is due to iidjusrmcnt of' leave salary 
condtrihuticm of'pre\.ious !.ears in resy.cc.t 
of' police personnel on dcputarion hasia 
during I 963-64. 

(c) H.P., Aianipur. Savings arc as a result ot' coming into tbrce 
Tripura . the ( io~ernmcnt  of Union 'I'crritorics 

Act 1963, 'I'hc un-spent \dances: as 
on 30-6-ry63 in respect of Himachal 
Pradesh, Alanipur and 'I'ripura 
were surrendered. 

(f j Tribal Areas, Kaga Due to strengthening of Police Forces in 
Hills,'l'uensang Areas these Areas. 
and IlaJr& NH 

Of this, the expenditure on Border Police during 1962-63 and 
is Rs. 10.26 crores and Rs. 10.54 crores respectively as de- 

tailed below:- 
G r a ~ r  I 962-63 I 963-64 

(Rupees in croresj 
Police 0 .69  I ,74 
Himachal Pradesh 0 . 7 5  0.25 
Manipur 0 . 7 7  0.12 
Tripura . 0.82 0 15 
Tribal Areas 7.20 ---. . X 28 

10.23 10.54 
The rest of the expenditure was incurred on other territories. 
The note has been vetted by Audit. . 

Approved by (A. SEN) 
Joint Secfetaqj to the Govt. of I~ldia. 



APPENDIX Pn 
(6ide para 5 of Report) 

MINISTRY OF FINANCE 
Department of EcoHomic Affairs 

(Budget Division) 
New Delhi, the 2nd December, 1964. 

MEMORANDUM 
SIJBJFLT:-Ninth Report of the Public Accounts Committee (Third 

Lok Sabha)-Merno~attdum on the recommendations of the 
Public Accounts Committee in regard to the Borrowing Powen 
of Government. 

In paragraph 15 of their Ninth Report (Third Lok Sabha) the 
Public Accounts Committee had made the following observation: 

"The Committee feel that the existing manner of getting 
parliamentary approval to the borrowing programme 
of Government doeo not provide satisfactory oppor- 
tunity for an intelligent appraisal in Parliament of 
the issue involved, which would be afforded, if t h e e  
were a specific debate thereon. They understand that 
the practice established in the United Kingdom, Canada, 
Ceylon and the United States of America was to obtain 
the approval of the legislature either specifically be- 
fore going to market for loans or to restrict the borrow- 
ing programme to ;he limits prescribed by the legisla- 
ture. The Committee, therefore, suggest that a study 
might be made of the procedures followed in this re- 
gard in various democratic countries (as agreed to by 
the Seeretap, Ministry of Finance during evidence), 
so as to arrive at a method of obtaining specific a p  
proval of Parliament to the borrowing programmes 
that would suit the needs of our developing economy. 
The ~ s u l t  of this study should be communicated b6 
the Committee at an early date. . . . . . . . . . n 

S9 



The Government of India have since ascertained the procedures 
followed in the United Kingdom, Canada, U.S.A. and Ceylon. A 
brief account of the practices and procedures of Parliamentary 
control o w r  Government borrowing in these countries is given be- 
low: 
. .  . (A) The United Kingdom 

(i) The National Loans Act, 1939 empowers the Treasury to raise 
money required for meeting any supply which has been granted by 
Parliament and in addition a sum not exceeding .C250 million; or  
for the repayment of any maturing loans or Treasury Bills or ways 

means advances. 
(ii) The above power to raise money also applies to raising 

money outside U.K. whether in Sterling or any other currency, but 
excludes National Savings Certificates etc. 

fiii) For the purpose of raising money, the Twasury may create 
and issue such securities as they think fit. The rate of interest and 
other conditions as to repayment, redemption etc., are to be deter- 
mined by the Treasury. 

(iv) The Annual Appropriation and Consolidated Fund Acts em- 
power the Treasury to borrow by the issue of Treasury Bills or by 
taking ways and means advances to meet temporary requirements. 

(v) The Statutes Authorising Local Authorities to borrow from 
the Treasury within specified limits also empower the Treasury to 
borrow moneys required for the purpose. 

(vi) The Treasury may borrow without limit for certain specific 
purposes, including those conncc!cd with the country's foreign 
exchange position e.g. provision of additional Sterling Capital for 
the Exchange Equalisation Account and the maintenance of the 
value of U.K.'s subscription to I.M.F. and I.B.R.D. 

(B) Canada 
( i )  The Financial Administration Act provides that no money 

shall be borrowed or security issued without the authority of 
Parliament. Such authority is usually provided through the Annual 
Appropriation Acts. 

(ii) The Financial Administration Act provides authority to the 
Governor General-in-Council to authorise the Minister of  Finance 
to borrow money for a period not exceeding 6 months where the 
resources of the Consolidated Fund arc insufficient. 

(iii) Where authority is conferred by Parliament to borrow 
money, the Governor General-in-Council may arithorise the Minis- 
ter of Finance to borrow money by the issue and sale of securities 



in such form and on such terms and conditions as the Governor 
General-in-Council may approve. 

(C) U.S.A. 
(i)  The First Liberty Bond Act 1917 authorised the Secretary of 

the Treasury with the approval of the President to borrow up to $ 5 
billion subject to such terms and conditions and rate of interest not 

' exceeding 31 per cent per annum as the Secretary of the Treasury 
may prescribe. In addition, the T r~asu ry  was authorised to issue 
Certificates of indetedness upto $ 2 billion payable within one year 
from the date of issue. The Act also required that the bonds would 
not be issued at less than par. 

(ii) The borrowing limits have been raised steadilj. by the sue- 
rrcding Acts, the present limit being $ 315 billion, the rate of 
intercst being limited to 4-25 per cent. The present limit includes 
mollcys raised through Certificates of Indebtedness, Teasur:; Bib ,  
etc. 

(hi) The Acts pas sd  in certain years also prescribed the limits 
of maturity in years up to which or between which, bonds or securi- 
ties may be issued. 

(D) Ceylon 
( i )  The borrowngs are required to be made through a M o n e t a ~  

Board constituted under the Monetary Law Act. 
( ~ i )  The Ceylon Development Loans Act empowers the Mone- 

tary Board to raise loans not exceeding Rs. 600 million for expen- 
diture on work connected with or incidental to the development of 
Ceylon. 

(iii) The Treasury may borrow by issue of Treasury BiUs, sums. 
not ex~vcding amounts specified in the related resolution of the 
House of Representatives. 

(iv) While the Cey lnn Dc\dopmen t Loans .4ct authorises the 
raising of loans in the United Kingdom and from the I.B.R.D., the 
Foreign Loans Act empowrs the rnisinq of loans from other foreign 
b wrces. No limlts for such borrowings have been prescribed. 

3. The Government of India are empowered under ArticIe 292 of 
the Constitution to borrow upon the security of the Consohdated 
Fund of I n d ~ a  within such limits, if any, as may from time to 
time be Axed by Pnrliamcnt by law. No such law has becn enacted 
by Parliamcnt so far, and consequently there are at  present no 
statutory limits within which the Government of India may raise 
loans both internally and externally. The question of prescribing 
such limits was ralsed by the Estimates Committee in their 'hven: 
tieth Report (Second Lok Sobha) and again in a Private Member's 



Resolution in Lok Sabha in August 1959. It was explained on behalt 
+of Govcernment that the provision in the Constitution ww pemia- 
sive and not mandatory. Further Government's borrowings were 
made within the framework broadly envisaged in the Five Year 
Plans and in any case in the programme indicated in some p t e r  
detail in the annual budgets. Parliamentary control over Govern- 
ment's borrowings was thus secured when the Five Year Plans a8 
well as the annual budgets were discussed in Parliament. Moreover, 
rigid statutory limits would harclly be practicable in the context 
of the development plans of Government. While the object in View 
would hardly be served by prescribing very wide limits of borrow- 
ings, narrow limits would result in frequent amendment vf ~.tatutps. 
Parliamentary control over borrowings through annual budgets was 
therefore the more practicable and preferable course. Neither the 
recommendation of the Estimates Committee, nor the Private Mem- 
ber's Resolution in Lok Sabha for prescribing statutory limits for 
Government's borrowings was eonsequen tly pressed. 

4. The extent of Gowrnment's borrowings wliich 1s feasible hav- 
ing regard to the likely mwket conditiom and the savings in the 
economy are indicated both in the Five Year Plans and the annual 
Budgets of the Government. These also show the proposed borrow- 
ings under such heads as Permanent Debt, Floating Debt and Debt 
raised outside India. The timing and the tam and conditions on 
which the borrowing may be made are not however set forth in 
the Budget documents since these are settled in the light of the 
advice of the Reserve Bank of India and after taking into amount 
the market conditions prevailing at the time the borrowings are to 
be made. Thus, while it is not practicable to arrange for Parlia- 
mentary control over the terms and conditions of Government's 
borrowings, the present arrangement does not detract from Parlia- 
mentary control over the extent of Government's borrowings. M m  
over, in the ultimate analysis, whatever the extent of loans raised 
the outgo from the Consolidated Fund to which the loans ere credit- 
ed, whether in the form of expenditure or repayment af loans and 
treasury bills, is fully cowred by Parliamentary crontrol through 
enactment of Appropriation laws. 

6. In all the circumstances. Government are satisfied that no 
real advantage would be secured by prescribing statutory limits an 
. Clovermment's borrowings. 

A. R. SHIRALI 
Director (Budget) 

'To 
The Chairman & Membera 

of the Public Accounts Committee. 



APPENDIX IV 

(vide para 7 of Report) 
3ntem.ent shrnoing details of projects on which loans from foreign 

smrces were utilised 

Name of loan with amounts 
authnrised and drawn upto Remarks 
the end of' 1962-63. - - - - -- - - .- - - - 

Loans from! C. S .  A , .  
(i) Amcric;in Wheat Loan : Drawn in 195 I fnr procurement of  

Aitthoriscd : Rs. 9 . 3 1  2 million tons of wheat in U.S.A.  Re- 
Drawn : Us 90.3 r payable in 60 semi-annual instalments 

from June, 1957 with interect at 
2i0,. 

Repqment  of principal and payment of 
in te rm from December, 1958 to  
June, I*? have been postponed 
under m agreement with fhe U.S. 
Government. 

'[rr') Asian II~.cvwrnic Development Reprcscnrs valuc of conmc*iities and 
f;und I ,oiiri : seniic, ic~r dcvehyment of Orissa 
Aurhorisr~! : Hs. 9 .02  Iron 0 r c  I':oic~ts <Improvement of 
I h , n v n  : I b 6 . 3 3  ILilwsy and pm fxiiitics fur the 

proiixt.'i, 

( ~ i i )  I )C\ .C~O[KIIL. I I~  : i n  Ur iliseJ nuinly h r  rd. acquiring steel 
I..o;ins : rnsrcrial tind equipment ii\r b i l w a y  
r\uthrrisc,f : 14s. 61 . y r  Kehtihi1i:arion anL! Expansion. <b) 
1)r;lwn : Kz. 6 1  .L , I  nugrncnting fPrtiIizcr supply and ,L) 

Ki hand \.'alley Drcclopmenr . The 
1,rans wcrr rcccived p r r ly  in dtrliars 
and p m l y  in ruprys ~ r d  .itc repya- 
blc over il p e r i d  of ?---~1 yrurs with 
interest ;It 4'". 



(In crores of r u m )  ---- -- -------.---- --- ....---p--. -- 
Name of loan with m o u n t s  
authorised and drawn upto 
the end of 1962-63 

Remarks 

be acceptable to the U.S. Govern - 
ment. T h e  projects are initially finan- 
ced from the Central or State Govern- 
ment resources like other Plan Pro- 
jects and the actual expenditure. 
incurred is drawn from the U.S. 
authorities on re-imbursement basiss 
Some of the larpc projects financed 
are irrigation and pourer projects 
in various States (notably Chanibal, 
Nagarjunasagar and Rosi), National 
Highways. etc. The  loans are repay- 
ahlc in 40 years with interest varying 
from 3 to 5O;. 

(c) Loans from the Development Till October, 1959, the l o m ~  were avai- 
Fund (now Agency for Inter- lable for purchases on a global baqis, 
national Development) : but since then, the loans krc largely 
Authorised : Rs. 374.24 tied t o~prwurcmcn t  of goods and 
Drawn : Rs. 204.36 services having their origin in U.S.A. 

The  loans hat.? heen utiliscd mainly 
for acquiring steel, equipnient ctc. 
for Kail~va!. dcvelopnicnt projects and 
power projects. But 3 lo:lns of Ks. 
2 I 9.05 crores h a v ~  bten ma Jc availa- 
ble for import of' commodities like 
steel, machinery, non-fkrrous metals 
required for industries and the &*- 
velopment programme iis a whalc. 

'i'he loan\ are repayable in ruprcs in 
semi-annual lnstalmenr\ vsryrng from 
g to 40, with intcrcst of 34::,- 
5j1p0. l 'hc loans tlrdwn from thc 
.4.I.D . arc however. rcpaydblc In 
dollars over .I courw 01' 40 ycars 
and bear no Intcreq! but only a credit 
fcc of ,3 (;to 

(oi) Loans from the U.S.  Export L'til~scd niainl!. for (u)  import of maclii- 
Import Bank: nery, equipment and scrviccs fbr 
Authorised : Rs. I 13 96 irription, rcclmation and power pro- 
Drawn : Hs. 114.46 jects, 

(6) import of' equipment and tools fbr 
various industrics, 

(c) purchase of 3 Ifocing aircraft by 
Air India. 



(In crores of rupees) . - - -  " - - -- . 
Name of loan with amounts 
authorised and drawn upto Remarks 

the end of 1962-63 

Repayable in 2-30 semi-annual instal- 
ments with interest at 5 f  50.O; 

IT. Loaiu front [J.S.S.R. For thc Iron and Steel Works at Bhil 
in the shape of plant and equipmeni 

(i) Bhilai Loan : purchased in U.S.S.R. and expense 
Authorised : Rs. 64.80 on training of' Indian personnel in 
Drawn : Rs. 64.80 C.S.S.R. 

Kcpayable in 12  instillments with in- 
terest 3t 2iU;. 

(ii) Barauni CrcJit : Rcprewntc value of contracts entered 
Authnri~cd : Rs. I r .gr int,, with Sovier Organisations for 
1)rmvr.n : Kq. 9 . 5 3  supply of equipment, material. etc, 

for the Oil Refinery ar Harauni. 

Repayable in 1 2  annual instalmenrs wirh 
interest at 2 t o , .  

(iii) Drugs C r c ~ i t  : 1:or suppl!. ot' i'l.i!lt .ind machinen. 
Aulhori\cJ : Kc. 9 . 5 2  ~cshniral  assictancc, etc. for Drugs 
l h w n  : Ks. 0.96 proiects like Antibiotics Projects at 

Kishikcsh, S\nthctic Drugs Proiect 
at IiyiteralmJ mil thC Surgical 1 7 s -  
trumcnts I'mieL.rt ut .\ladras. 

(ivj (:rcJits liv Intiusrrial tlnrei- .\lainlv in the shape trt' plaint. equipment 
priscs : ~iritwings, ctc. for thc Heavy Alxhine 
Authorised : l i s .  59.53 Building Plunt i j t  Kunchi C t ~ l  Aiining 
1)rawn : Its. 34.76 A\achinery Plant at Durpspur and the 

'I'hrrnmanl I'ower Station :It Scyvcli 



Name of loand with amounts 
authnrised and drawn upto 

the end of 1962-63 

Remarks 

.-- - - --- 

111. I,nans ,from U K. For estahlishment of D u r ~ a p u r  Strel  
Plant. T h e  loan of Rs. 20 crores is rc- 

( i )  D u r c a ~ u r  Credits : pavahlc in 3 annual inctalments cnm- 
Authoriscd : Rs. z o . m  mencine from Julv. rs66 (with interest 

Rs. 15.5.l rsnginr between stn: and cq'?,?. 
T h e  other credit of Rs. 15-73 crores l a  
repayable in fi semi-annual instalments 

Drawn : Rs. 2 0 ~ 0 0  from 1-7-62. 
Rs. r c . ? ?  

f i l l  U.K. India (Oil-Pipeline) For Nahnrkativ;~ Oil Pipeline Proicct. 
Credit : Repavable in 6 half vearly inst,?Imentc. 

Authorised : Rs. 4.03 
Drawn : Rs. 3.96 

fii;) U.K. India (General) Credit: Not tied to anv ptniecrc. hut utiliscd for 
Authorised : Re. 85.63 import nf capital rrmlls required for 
Drawn : Re. 83 ' 3 3  encinccring. clcctrical, chcmical and 

textile industries. 

Repayable over a period of r years. 

Gte+l Crehts  for thc T11ir.i Plan : .\bout Rs. q t  crorcs are tird tn cpccific 
Authoriscd : Rs 126.67 nrojcctq like I-Tca~l- Itlcctrical Prniect at 
Drawn : Rs 5 r .QF T3hopal. Hindustan Cahlcc, Oil and 

Natural Gaa Commi\\icrn. ctc The 
balance is unticd ;mi i z  ut~lisecl for 
itnpw? of capital cood9 for tl:tg drvelop- 
mrnt pmgrarnmc a$ a whnle 

(1) Rourkela Credits : Represent.; coqt of machine?, ctc. from 
A u t h o r i d  : RI. 7 7 .  I y West Gcrmi \n~  for Rourkcla Srccl 
Drawn : Its 74 .94 I'lanr . 

Repayable over a period of 3 scars with 
interest at 6.3Y . 

( 1 ; )  Rourkcla Prolongatiiw For financing the repayments fidlinp due 
Credit: in rcspcct of thc loans for Kourkcla 

Authoriwci: Rs. 49.21 Steel Plant. 
Drawn : WF. 49-21 



Namc o f  loan with amounts 
authorised and drawn upto 
the end of 1962-63 

Remarks 

Re~aynble over a period of 12 to 13 ycats 
(Rs. I I . I 6 crores was however, repay- 
ahie in 4 years) with intereqt at F.+ 
53 ": >. 

(itiWthcr Credits : Thece loan.: were completely untied 
Authoriwd: Rs. 125 a 32 They include 4 cash credits totalling 
Drawn : Rs. 91.37 Rs. 60.50 crores to Dc u t i l i d  in 

any manner for maintenance o f  t f v i -  
lopment projects ; the balano: being 
for importing mpital goods. 

Repayable over a period of 15-20 years 
with interest varying from 3--qn,,. 

\'. I , o a n ~  from Chnatia-Wbeat loan: For purchasing wheat x1.1 flour in 
Authorisetl . RL I 5 . 7 1  Can a&. 
Drnwn : RY 75.71 Repavable in - equal ,innu31 instalments 

with in t twst  .it $1. . 

Authnrisetl : Ks. 22 0.: Repayable in 1 3  yr'ars with interest at 
Drawn : H\. 1s.11 5 :  " 0 .  

( 1 , )  Crcdit for 'I'hird Plan : For purchase ot' plant. machincn, etc. 
.4uthoriscd : Hs. 3X.m) in Japan. 
Drawn RepayaMe in 20 semi-annul instal- 

mcnts with interest at 6" 

Repayable in X equal yeariy inctaln?: :?L- 
with interest at z)",. 



(In -rores of Rc.) , .-- 
Name of load with amounts 
authorised and drawn upto Remarks 

the end 1962-63 

No repayment during the first three years 
and the credit is to  be repaid in equal  
half-yearly instalmcnts in next seven 
years. 

IX. Loans from I.B.R.D.. 
Authorised : Rs. 232 - 35 
Drawn : Rs. 206.23 

Authorised : Rs. ror I 8 
Drawn : Rs. -.#i 

Xi. I ~ a n s  from Austria : 
Authorised : Rs. 2.3% 
Drawn : 

The  loans are available for i m p n  from 
all countries which are memhera of the 
I.R.R.D. as well as from Switzerland. 
Mainly include (a) 6 loans tbr Hailwavs 
for importing manufactured itemc and 
components, (b) 3 loans for the 1)amo- 
dar Valley Corporation, (c) one loan for 
Kunya Project, (d\ one loan for pri- 
vate sector collieries and (e) one loan 
for agricultural machinen. 

For construct ion nf National H iphurays 
irripiition schemes. Power Projects. D. 
V.C., Royna, improvement cd Hom- 
bay Port, expinsion of telecomm~mi- 
cation fddcilitics and Railway I>evc- 
lopment . 

Repayable in 80 semi-annual ~nsttllmcnts 
repayment commcnclng after a n w a -  
toriunl of lo years. S o  Interest charg- 
es are payable, but only a sewice ch- 
arge of f ' I ,  is I c ~ i c J  on thc out- 
~ tanding  balanccs 

k'or pa!-ment to supplien in Austria for 
capit21 goods rcy u i r d  l i ~ r  de~c lop -  
ment programmes. 



(Vi& para 8 of Report) 

HINDUSTAN STEEL LIMITED 

The investment in the three steel plants-Rourkela, Bhilai and 
Durgapur-upto the one million ton stage was Rs. 695 crolps ex- 
cluding the Alloy Steel Plant at  Durgapur. 

Regarding profitability: There is a limiting factor in the case 
cd Iron & steel Industry viz. that the prices of the product are 
controlled either dmct ly  or otherwise. The prices for these pro- 
ducts were originally fixed some years bsck. Of coure,  subse- 
quently periodical adjustments ha\-e been made for known increases 
in costs. However, the pattern of production has changed. 
Furthvr. in the case of Government plants the capital costs are far 
higher than the one assumed for purposes of depreciation, return 
etc. when originally the prices were fixed. These limiting factors 
have a great bearing on the profitability of the Government Steel 
Plants. 

Hindustan Steel Ltd. was running at a loss upto 1963-61. It is 
expected that during 1964-65 Hindustan Steel Ltd. might mgister 
a profit of about Rs. 6 crores-after providing for depreciation at 
normal rates and interest charges tn  Gorernment-. The protit 
during 1965-66 has been estimated a t  okw Rs. 17 crores after provid- 
ing for an interest charge of about Rs. 20 crores and depreciation 
charge of Rs. 38 crorcs. No provision has been made for tases as 
them will be carvover  Iosses of the pre\.ious years. Assuming tax 
at'50 per cent, the profit may be only Rs. 8 3  crores. In subsequent 
years it is expected that :'ic order of overall profit may not be 
lower. 

By lM7-68 the ~t;erall investment in Hindustan Steel atter the 
present expansions and taking the Alloy Steel Plant into account 
may be of the order o f  Rs. 1150 crores. The surplus espcted on 
present cost and price levels and after providing for dt~plw~ation 
(h. 60 crorw). interest (h. 30 crores) is estimated to be about 
Rs, !& crores. Providing roughly for a tax pro\ision of 50 per tent 
the net profit may be about Rs. 12/13 crores. -." ..- - - - * - -  -- - -  * .- " -" --- 

.Nc'tc Wlcd L J ~\uLIII. . 



APPENDIX VI* 
(vide para 8 of Report) 

MINISTRY OF FINANCE 

(T&P Division-P&CH Branch) 

From Appendix I11 of Central Government Audit Report (Civil) 
1964, it appears that  so fa r  as Ministry of Petroleum R: Chmicals 
is concerned, the requisite information is required to  be furnished in 
respect of the following Undertakings:- 

11. Loans from U.S.S.R. 
(it? Bmauni Credit : Represents value of contracts 

Authorised : Rs. I I .91  entered into with Soviet 
Drawn upto 1962-63: Rs. 9.53 Orpanisations for supply 

of equipment, material, etc. 
for the Oil Refinery a t  
Barauni. 

Repayable in 12 annual instal- 
ments with interest at  2 ! ''/,. 

(iii) Drugs Credir : For supply of plant and ma- 
Authorised : Rs. 9.52 chinery, technical assistance 
Drawan upto I 962-63 : Rs. o 96 etc. for Drups proiects like 

Antibiotics I'mjects at Rishi- 
kesh, Svntheric Drugs Pro- 
ject at Hyderabad and the 
Surgical Instrun~ents Pro- 
jects at Madras. 

Repayable in 7 yearly instal- 
ments with interest at 2 !?: . 

111. Loans from U.K . Credit. 
(iv) Credits for the Third About Rs. 3- erorrs arc tied 

Plan. to specific projects like Heavy 
Authorised : Rs I 26.67 I?lectrical I'roicct at Phc yal, 
Drawn : Rs.51 95 Hindustan Cal~lcs, Oil and 

Natural Gas Cnmmr urm etc. 
The balance is untied md is 
utilised for irnpcrrr of capital 
goods for the dc\.clopmmr 
programme as a whole. 

Repayable in about 20 wars 

*Now vetted by Audit. a 



2. The Barauni Refinery has gone on stream (trial runs) only 
from 15th July, 1964. It is too early to state categorically that the 
Project i c  remunerative. The only thing that can he said is that 
the Project is expected to be remunerative. A copy of the Annual 
Accounts for 1963-64 of the Indian Refineries Limited which is in- 
charge of the G a u h a f i  8: Barauni Refineries is placed below for 
perusal. 

Similarly, in regard to the three projects of I.D.P.L. the 
factories are still under construction. Trial Prodr~ction is expected 
to commence by middle 1965 in the case of Surgical Instruments 
Projects and in the case of other two projects by the middle of 
1966. It is therefore too early to say that the projects arc remune- 
rative. A copy of the Annual Accounts of I.D.P.L. for 1963-64 is 
put up  for perusal. 

So far as O.N.G.C. is concerned. the U.K. Credit allotted to it was 
of Rs. 6 lakhs only for casing pipes and tubings. which has since 
been utilized. Oil is being produced at Ankleshwar presently and 
various other areas are being constant 1 y explored. The rcceipts 
from the sale of crude during 1964-65 are expected to be Rs. 6.49 
crores and during 1965-6GRs. 16 crores. It is difficult to state cate- 
gorically that the project is remunern!ive as the capital expenditure 
a n  thtk Ankleshwar Oil Field i c  no+ readily available. 



(I'ide para 9 of Reportj 
(Para 18, Page zo of the Audit Report (Civil), 1964) 

The amounts of princi a1 and interest in respect ttt the loans sanctioned bv the \arious Minktries a hich remained overdue from the State 
~.wcrnInents  at the end o r  1962-63 f . r .  31-3-63 arc p e n  helow .- 

(In lakhs of rupees) --- . --- - - - -- 
Name of Ministry Andhra West Rajasthan Jammu Rc Madhya Bihar Gujarat Orissa Assam Total 

Pradesh Benpal Kashmir Pradesh 

. . . .  . I'r. . . 583-22 . . . . 150.42 733.64 
Int. . . , , 161-56 . . . . . . . . 81.64 243'20 

I'r . 
Int. 

Works and Housing* . Pr. . . . . . . 17'72 . . . . . . . . 0.94 18-66 * 
Int. . . . . . . 17.96 . . . . . . . . 0.55 18-51 

Pr. 
Int. 

Industry & Supply . Pr. . . 17-23 .. 31-36 . . . . . . . . 2.19 50.78 
. . . .  lnt. . . 10.42 . . 15.19 . . . . . . 0.Q 26-45 

Irrigation and Power . I'r. . . . . . . 2 -  12 . . 23.09 . . 16-67 33'91 75'7 
I n i .  525.63 . . 195'09 7-51 401.49 332.01 1-23 59.21 10.79 1532.96 

? 



Int. . . . . . . 29.03 30.50 . . . . . . 2-80 62-33 

(;ommunity Dcvclopmtnt 
& Cooperation . . I'r 

Inr. . . . . 5 . 2 8  . . . . . . . . 0.01 5 . 2 9  

**Eretwhlk: Ministry of Commerce and Industry. 
(a) 'Wc minus amount of Rs. 1.36 Iakhs rc revents earlier over-paplent of interest of Rs. r .,+h lakhs reduced hy the interest of Rs. o. lol~rh' 

due for the ymr. A net amount ul  8s. 15.66 hkhs repaid in 1963-a towardr prmapal after deduction of rum of h. I - &  m s o n r -  
count of interat over paid earlier. 

(b) The .atul amount is Hs. 448.70. 
(c) ~nclUdCI hb 394 I16 mctiontd by  he emwhile hiinistry of States. 
(a) IIICludCs RI. 79.31 US rru~-thn b? thc erstwhile Ministry of State. 
(d) Irrlu&r b. o 19 lrth i n  rerpcct uf omrr on loan sancfloncd by the enhrhile Ministry of ScicntMc Rmar& and 

Aff.in. 



APPENDIX VIII* 
(Vide para 10 of Report) 

MINISTRY OF COMMERCE 
Loans given t o  the  Gotwnntent of W e s t  Bengal for the development 

of Handloom Ind~isrl'y during the gears 1958-59 i o  1962-63 

Whdc  issuing the  terms and conditions of repayment of loans, 
each State Government. is requested by the Ministry to cornrnuni- 
cate the amounts utilised for the different schemes, to concerned 
Accountant General. and to All India Handloom Board for the pur- 
pose of r e p a p e n t .  

11: accordance with the above arrangement, the Governn7ent of West 
Bengal. vide their Icttcr No. 889-COT/IL-3/63, dated 1st February, 
1963, addressed to the Accountant-General, West Bcngal, and copy 
endorsed to All India Handloom Board. Bombay. had furnished t h e  
scheme-wise break up of the loans sanctioned by the Governmmt 
o' India for the development of Handloom Industry during the years 
1958-59 to 1961-62. Similar information in respect of the utilisnt on 
o! the loan sanctioned for 1962-63 was also furnishcd by the Sta te  
Government tvde thelr bt!er KO. 7307/COT/IG89 163, dated 31st 
August. 1963. addrrssed to All India Handloom Board, Bombay . 

Statements showing dctails of the utilisation of these loans :,anc- 
tioned to the  Statct Gowrnmcnt during t h ~  years 1958-59 to 1962-63 
arc enc!osed**. Thc State Government had not indicated on? reasons 
for delay in realisation of principal and in*ere.;t from institutions to  
whom the loans were given by them. 

Since the  necessary information ahout the schrmr-wise utilisa- 
tion of the loans sanctioned between 1958-59 to 1961-62 wc%re rec *\v- 
ed from the  State Government only In thc month of February 19&3, 
repayments against these loans could only b~ arrangcrl In the month 
of August, 1963, by the Accountant-Gcncral, West Rengal. Time 
repayments were reported ?a. the Accountnnt-Crencral, West Bengal, 
to t h e  All India Handloom Board under his letter Yo BK-TI/75L/ 
VOLIV/1299, dated 26th September, 1963 Smcc thcn, hqwevc*r, the 
subsequent instalments of all these loans are regularly repaid by 
the  State Governments on the due dates. 



It  may be mentioned in this connection that there was no provi- 
sion for charging any penal interest for delayed repayments when 
the terms and conditions of repayment for loans sanctioned fm 
195859, 1959-60 and 1960-61 were first issued. Then the former 
Minisby of International Trade vide its circular No. 2 (38) Tex (C) / 
63, dated 4th November. !Y63 addressed to All State Governments 
intimated that additional simple interest, at the !~onnal rate, on all 
over-due inatalments of principal and interest in thc event of default 
is to be paid by the State Government. Similar ix:;tructions for 
the delayed repayments in respect of the loans sanctioned for the 
year 1961-62 were issued by the Illinistry of Industry vide its cir- 
cular letter to all the State Governments No. 2 (38)Tex (C)  ./63, dated 
1st February. 1964. It is stated that the penal interest a: 21 p%r 
annum over and above the normal rate of interest prescribed for 
each ty-pe of loan will be charged on all over-due instalments of 
principal and interest in the event of default in payment by the 
State Government. The copies of these circulars were endorsed to 
the Grcountant-C;eneral o f  each State for necessaq* action. 



APPENDIX 
(Vide gera 17 of Report) 

(Para 20, Page 22 of the Audit 

No amounts have been rcaived from State Governments either towards principal or 
have not k n  settled. The total amount outstanding at the end of 1962-63 i.e. 31-3-63 

Name of the Bihar Gujarat Andhra Kerrla Madras Mahr- 
Ministry Pradesh rarhtra 

Finance . 
Education . 
Works & Housing* 
Commem** . 
Irrigation and Power 
Food & Agriculture 
Community Deve- 

lopment and Co- 
opcration . 

Hvmc %?airs . 
Transport . 
P h n i n g  Cummis- 

SlOn . 
Atomic Energy . 
Rehabilitation . 
I n d w t n  & Suppl! . 
Health . 
Depti. of Sock4 

Security . 



I X 
Report (Civil), 1964) 

intmst in respect of the following loans the tcrms and conditions, in regard to nhich' 
in rrspect of the various Ministries are indicated below :- 

(In Iakhs of rupees) 

Punjab West Uttar Rajas- Jammu My- Orissa Assam Madhya Totd 
Dengal Pradesh than and sore P d e s h  

Kash- 
mir 



APPENDIX X* 
(Vide para 17 of Report) 

I'vIINISTRY OF HEALTH 

[Audit  Report (Civil) 19641 

Further information desired to be furnished to the Public 
Accwnts  Committee vide Lok Sabha O.M. No. 6/1/64-PAC, dated 
12th February, 1965 to the Ministry of Finance (Department of 
Economic Affairs). Ministry of Home Affairs and Ministry of Reha- 
bilitation. 

Para 20 Subject 

(9 A statement giving reasons why the terms and conditions 
of the loans advanced to State Governments were not 
scttlid r'o; long p1io.i (in some case\ cvcn f o r  10 
!.cars) mny be furnished. 

( ii) K'h! were thc rules framed in this connection found un- 
\vorkable ? 

( i i i )  A note stating whether all the projects mentioned in 
:Ippandis- 1 11 arc rcmuncrutivc may he furnished. 

- - -- -- . -  - - 
BRIEF 

Para 20: 
Para 20 of the A u d ~ l  Report (Civil) 1964, deals w ~ t h  non-srttle- 

ment of terms and cond~tictns In respect of some loans advanced to 
State Governments. 

lretn (i) : 

The ohmvat:on mndc I)! thc Pub!~c Accounts Committee at  
Item (1) a:~ove relates to i h  jsc. loan5 advanced to State Govern- 
ments, the terms and cond~ti(lns of which ( the  rcpayment of the 
principal ~ n d  interest thcrcv,n) arr: stated to  have not yet brvn 
settled. The details of such loans wew furnished by the. Accountant 
General Central Rt~vcnucs. ?;rut Dr!hi, rl~rect to the Ministry of 
Finance (Department o f  Ecunnmic Affairs) who havc forwarded 
the same to the Minis\r~es/D.~pat. tmi*nts conccrncd. It is observed 
from the  statement received from that Ministry 'hat the Ministry 
of Health is concerned with two items of loans only, the detoilr 

*Not YrtuJ by Audit. 



59 
of which are given below. This has also been contirrned by the 
Accountant-General Central Revenues, New Delhi. 

Name of the State Government No, and date of the sanc- Amount 
tion letter 

I. Uttar Pradesh . . F.1(3) 'PC162, dt., 8-3-1963 Rs. g,r2,ooo 

a Assim . F. r(.j)/PCi6z, dt., 10-12-1g62 Ib. 1,09400 

The records of the Ministry of Health reveal that the above l o w  
were paid to the Governments of Uttar Pradesh, and Assam towards 
the payment of arrears pcrtainmg to 1961-62 as Central assistance 
to the State Governrncnts in respect of Centrally aided Health 
Schemes and the terms and conditions of the repayment of these 
loans stand settled as early as 26th July ,  1963. 

Therefore there IS no delay in the settlement of terms and condi- 
tions of the loans advanced to these two State Governments. 

ltem ( i i )  

This Mi.nistry is not facing any difficulty in the application of 
the Httles framed for the purpose. 

The Ministry of Health it;. nut concerned w.:h any of :he item 
mentioned in Appendix I11 of the Audit Report {Civil), 1964. 



APPENDIX )ID* 

(Vide para 17 of Report) 
MINISTRY OF FOOD & AGRICULTURE 

(Department of Agriculture) 
WhiIe examining para 20 of Chapter 1 of the Audit Report 

(Civil), 1964, pertaining to the Department of Agriculture on the 
14th January, 1965, the Public Accounts Committee was satisfied 
with the explanations furnished by the Representatives of this 
Department. However, at their sitting held on the 30th January, 
1965, for examining the portions relating to the Ministry of Finance, 
they have desired to be furnished with five copies of notes/Memo 
duly vetted by Audit, giving additional information on the follow- 
ing three points:- 

(i) A statement giving reasons why the terms and conditions 
of the loans advanced to State Governments were not 
settled for long periods (in some cases wen  for 10 
yeam) may be furnished. 

(ii) Why were the rules framed in this connection found 
unworkable. 

(iii) A note stating whether all the projects mentioned In 
Appendix I11 are remunerative may be furnished. 

2. With regard to point (i) above, it may be pointed out that in 
para 20 of Chapter 1 of the Audit Report (Civil), 1964, cases cited 
relate to all the Ministries of the Government of India. In the 
following cases, as intimated to this Department by the Accountant 
General, Central Revenue, New Delhi, in his letter No. FA. 2S101 
Part. II1/63-64/162, dated the 18th August, 1964, and the Ministry 
of Finance (Deptt. of Economic Affairs) letter No. F. 7 (7)-B/&l 
dated the 28th October, 1964, to the Accountant General, Central 
Revenue, New Delhi, and copy endorsed to this Department, it has 
been stated that the terms and conditions of repayment of loans 
ranctioned to the States have not been settled. 

--- - -"-- ----- ----- -- . - 
S. No. Nme of the Smtc Loan No. and date of the Date oa 

Government caactioned W o n  letter which 
t m s  wue 

amled 



- , . -. . . . -- . -- 
:S. No. Name of the State Lam No. aid date of the Date on 

Government sanctioned sanction letter which 
t a m s  w a e  

.. ..-.. . .. . senled 

2 A l m m  . 68,000 Department of ~ g r z - ~ g t b  
27,000 Economic Affairs 

No. I (3)-PC,'62 dated 
10-12-19th 

3 Orisoa . . 16,06,ooo Department of 31'1 -1963 
Economic Afiairs 
No. ~(3)-PC '62 dat- 
ed 31-12-1962. 

4 Madhya Pradebh . 3,21,aoa Departmentof Agri- y + 1 9 9  
3,m,000 culture lmm No. 
1.07~697 15-10-.'55-FS dated 

31-3:1955. 
7-20 55-FS, dated 
31-3-1953. 
7-14 'SS-FS, d n t d  
3 1-3-1955 

3. It will be seen from the above, that in the case of Rajasthmr 
the terms and conditions applicable to the loans sanctioned to the 
State Government in our sanction letter dated 18th March, 1963, 
were communicated on 30th April, 1963, i.e. about one and half 
months after the issue of the sanction letter. This delay was due 
to the time taken in abtaining the necessary approval of the Min;s- 
try of Finance on the finalisation of such terms and conditions. Tbir 
was taken up immediately after ensuring that the sanction letter 
dated 18th March, 1963, was duly received by the Accountant Cen, 
ral concerned and necessary adjustment had been made. - 

4. The loans of Rs. 68,000 and Rs. 27,000 shown against Assam, 
.relate to arrear claims, arising out of final adjustment of accounb 
for 1961-62. The sanction letter for this was issued by the Ministry 
of Finance on 10th December, 1962. The terms and conditions 
applicable to these loans were communicated by this Department 
cride our letter No. F. 2-l7/62-Exp.Cwrd. dated 19th December, 1962, 
te .  within 9 days of the issue of the sanction letter by the Ministry 
of Finance. 

5. In the case of Orissa, also the amount was sanctioned by the 
Mlnfstry of Finance on 31st December, 1962, as an anoar payment 
uising out of Anal adjustment of accounts for 1961-62. The t e r m  
and conditions applicable to this loan were communicated by this 
Department vide our letter No. F. 2-17/62-ExpCoord. dated 3lst 
January, 1963. The period of delay in this case was indeed d 
8nd was due to the usual time taken in obtaining the apprwrrl 
oithelhhtrygiNnrrrci, 



a 
6. In the case .of Madhya Pradesh however, there were specid 

circumstances which caused a delay of about three years in com- 
municating the terms and conditions applicable to the loans s a n e  
tioned to the erstwhile Government of Vindhya Pradesh. The 
ranction letters were issued on 31st Murch, 1955, i.e., on the last day 
of the financial year 195455. According to the procedure prevalent 
at that time, the Vindhya Pradesh Government was asked in those 
sanction let.ters to intimate the period of repayment of those loans 
to enable this Department to intimate the rates of interest. Subse- 
quently however, due to the reorganisation of States, Vindhya Pra- 
desh formed p x t  of the Madhya Pradesh State. Thereafter, the 
question of settlement of terms and conditions applicable to loans 
sanctioned to Part 'C' States with Legislature, was considered in the 
Ministry of Finance. after taking into account the recommendations 
of the Finance Commission 1957. The general orders in this respect 
were issued by the Ministry of Finance (Department of Economic 
Affairs) in their letter No. F.15 (11) -B/57, dated 24th February, 1958. 
The Accountant-General. Madhya Pradesh was also requested in 
this Department letter No. 9-10/60-U.T. dated the 22nd April, 1960' 
to settle the matter with the Government of Madhya Pradesh. The 
Accountant-General Madhya Pradesh in his letter No. BK/11/ 
Review/2587, dated 12th October, 1964, has informed this Dzpart- 
ment that the repayment of these loans has been commenced with 
effect from 1963-64. 

7. With regard to point (ii) mentioned in para 1 above, it may be 
pointed out that ordinarily the term and conditions applicable to 
the loans sanctioned to the States are incorporated in thc sanction 
letter conveying the sanction to the payment of such loans. But 
after the introduction of the revised procedure for the release of 
central financial assistance to the States, for their state Plan Sche- 
mes, from 195fL59, it has been experienced that the statements of 
expend~ture (on the basis of which sanction letters are issued) are 
received very late, sometime in the second week of March. Since 
sanction letters are required to be issued well before the expiry of 
the financial year, first attention is given to the issue of the sanction 
letters, and the action to communicate the terms and conditions is 
taken up immediately thereafter. During the current financial year, 
however, we have already obtained the approval of the Ministry of 
Finance to the terms and conditions to be applied to the loans to 
be sanctioned to the State Governments during March, 1965, and 
these will be incorporated in the sanction letters conveying sanction 
to the payment of such Ioans. 

8. The Department of Agriculture is not concerned with any of 
the Projects mentioned in Appendix 111 of the Audit %port (Civil),. 
1964, and a8 such have no commcatr to odlro. 



APPENDIX XU* 

(Vide para 17 of Report) 

MINISTRY OF WORKS & HOUSING 
"Wf' on para 20 of Audit Report (Civ i l ) ,  1964 relating to nun- 

settlement of terms and conditions of loans sanctioned to State 
Governments during 1962-63. 

It has been reported that the terms and conditions of repay- 
ment in respect of some of the Central loans advanced to State 
Governments have not yet been settled and that no amounts hew 
been received from State Governments in respect of these loans 
either towards principal or interest. This Ministry advance loans 
to State Governments under the various Centrally-aided housing 
Schemes. 

2. In this connection it may be stated that .  according to para 
155 (1) of the General Financial Rules (1963 edition) all sanc- 
tions to loans should specify the terms and conditions relating 
to them, including the twms and condition5 of their repayment. 
This practice was being followed by this Minis:ry at the time of 
sanctioning loans to S t a t e  Go\wmments c:c.  under different 
housing schemes. The gencral terms and conditions regarding the 
periods of repayment and the rates of in!eresT applicable to loans 
remained u n a l , e ~ ~ c ~ i  upio  1st h DecCmbcr. ? 962. Thereafter. the 
Ministry of Finance (Dcpr\rt.men: of Economic Affairs), in their 
OM. No. F.?(8)-W&>1'62. dated ?hcb 20th Dezember. 1962. issued 
genelal instructions curtailing the maximum period of repayment 
of loans to 15 years These instructions also stipulated that pro- 
posals for the grant o: loans for periods ,longer than 15 years 
might, where justified. be referred to them for consideration on 
a n  clrl lmc basis. Th? prrrod of rvpa>mtt?t c:f !onns then prevdtlnt 
undcr our Housing Schemes Lvn- .?! .r ? . ~ s  than 30 years. It was felt 
that the curtailment of perlod of rvpttyment of loans under these 
schemes would advcrs2iy affect these schemm Wt., therefore. re- 
quested the Ministry of Finance in J3nusn. 1963. to agree, as r 
special case, to the continuance of the then t.xisting arrangements 
in rspwt  of housing schemes of our Ministry. It was in October 
1963, that the &inistry of Finance gave their decision in the m a t  
ter. The tenns and conditions o f  loans sanctioned during 196263 
' ,-- _^.___ ._ . . . - - . . .- .. . ~ .. 

*Not Vetted hy Audit. 



(after 19-12-62) could not, therefore, be settled pending a decisionz 
by the Ministry of Finance. After the receipt of the decislon, the. 
terms and conditions of all loans were settled. 

3. W~th  reference to para 20 of the Audit Report refemd to 
~bove, the A.G.C.R. had brought to our notice the cases whem 
there had been delay in the settlement of Anal terms and condi- 
tions for -payment of loans during 196263. The position stated- 
in para 2 above was explained to him. A statement (Annexurc) 
ahowing the number and date of our sanctions under which the. 
terms and conditions were settled was also forwarded to him. 



ANNeXVRB 
MIMSIRY OF WORKS h HOUSING 

NO. 0- Modihtory (if MV) 
RL No. D.n No. D I t c *  



-. 
N m c  of the No. and d m  of Ministry's Amount of NO. and date of lcttcr(s) specifying the terms and 

State sanc~ion letter ltwn sanc- condition of !oan 
S. tioncd Remarks 
No. No. Dat r Original Modifcatory (if any) 

K\. No. Datc No. Date - --------.- --- 

'Do. 
rchtu 

196142 Luut 
hos b e n  shown 
in the statement 
of A.G.C.R. 



APPENDIX XIII* 
(Vide para 17 of Report) 

Statement showing further infomatron required by the P.A.C. in rapdcc of 
rhe loan of Rs. 35 lakhs sanctioned to the Government of PMjab 

+ . -- -- -- --- 
Reasons for not Why were the rules framed in Note stating whetha 
settling the terms this connection found unwork- all the projects 
and conditions of able ', mentioned in A g  

the loan for a pendix I11 are re- 
lonp period munerative. 

The terms and 
conditions for 
repayment of 
this loan werc 
settled simultan- 
eously together 
with the sanc- 
tion accorded 
vide this De- 
partment letter 
NO. 4(131) FI ' 
53 dated the 
I ot h Novcmhcr , 
1053 

According to the terms and con - 
ditions prescribed in the letter 
referred to in col. r ,  the loan 
was t o  be repaid in a period of 
3 years, but the State Govem- 
men1 could not comply with it 
due to the continuance of rhe 
unsatisfactory financial condi - 
tion of the co-operative sncie - 
tirs in Punjah on account of 
non-receipt of the balance 
share of thctr assets in the 
fwm of s e c u r i t i ~  from the 
West Pakistan Government 
The State Go\t hawcver 
repaid a sum of Rs 1.~1.285 
during 19&-61, and requested 
for extension of the period 
for repaying the halance 
After cxrtful consideration. 
the Government of India re- 
r :red :he terms and cnnditicrns 
for repynrmt rjf the balance 
of the Imn, n d t  this Depart- 
ment letter X o  F. I ( I ~ ) - R C  
61 dated the 23rd S e p t c m k  
I*. 

No project was to be 
financed out of this 
loan and the object 
in view was to assist 
the Cooperative 
Central banks wh* 
se assets were lock- 
ed up in West Pakis- 
tan. Hence no 
note is ne-. 

" --,,,-" . .-.--"--.-.-. .-- 

rNac Vmtrd by Audit. 



APPENDIX XIV' 
(Vide para 17 of Report) 

PLANNING COMMISSION 
Injmmation on ;he list of points raised by the Public Accountr 

Committee while considering para 20 of the Audit R m  
(Ciuil) 1964, during their sitting on 30-1-1963. 

In the Planning Commisison loans are advanced to State Gov- 
ernments by the Public Coop~ration Division and the Rural Indw 
tries Planning Committee. The loans advanced by the former are 
for (a) Labour Construction Cooperatives and (b) the Construe 
tion Services of Voluntary Organisations and those ;by the latter 
are for the programme of intensive development of small industries 
in selected m a 1  areas. The position in respect of each of the above 
two types of loans is explained in the followhg paragraphs. 

1. (a) The terms and conditions of the loans advanced to State 
Governments for Labour Construction Cooperativm and 
Construction Services of Voluntary Organisations have 
been settled with the State Governments and there hu 
beer, no delay in this case. 

@) The Rural Industries Project Programme was started 
towards the close of 196243 during which year only 
graE:s were advanced to State Governments for complc- 
ffm oF preliminary survey3 of the Project areas selected 
in var..3us States. 'Loans were advanced to State Go+ 
enmenb only during 1963-64 and the terms and condi- 
tion: of :he loans advanced were settled in consultation 
witb the Ministry of Finance and communicated to the 
State Governments in the Planning Commission fetter 
No. RIPC12 (2) 163-Vol. I1 dated the 16th November, 
1963. As such there was no delay in settling the t e r m  

conditions of loans end repayment thereof. 
0. (a) The rules framed in this connection for loans for Lab- 

our Constxuction Cooperatives and Construction SeNfcer 
of Voluntary Organisations have been found workable. 

@) Regarding the loans for intensive development of small 
fadustries in d areas the repyament of loans advanced 
in the Ant year of the working of the Programme would 

'Wa vetted by Audit 



8 
.hrt some time in 1968-89 as per the terms and eon&- 
dons of the loans. During this short period of the work- 
ing of the programme, however, the Planning Conunls- 
don have not received any complaint about the unwork- 
ability of the rules 

L (a) Loans are being given for the purchase of machinery and 
equipment and for working capital for undertaking con* 
truction works by voluntary organisations and construc- 
tion cooperatives. The activity is being undertaken on 
a commercial basis and is remunerative. The working 
margins in the construction trade are considered reasona- 
ble to ensure timely repayment of the loans. 

(b) The projects mentioned in Appendix III do not concern 
the programme relating to intensive development of 
d l  industries in rural areas sponsored by the Rural 
Industries Planning Committee and therefore no Infor- 
mation ir being fuxnished. 

(M. BUTI?, 
Joint Secrem.  

St1965 



APPEND= XV 
(Vide para 21 of Report) 

[Para 22. Page 23 of the Audir Rcpott (Civil) I*] 

Details of Loans and Advances granted by the various Ministries to Pd- 
vrte Institutions etc., in which the amounts of Principal and Interest remained 
in arrears on 31-3-1963. 

(In Lakhs of Rupees1 

Name of the Loanu Amount outstandinfl 
on 31-3-1963 

Principal 1 nterest 

Canteen . 0.06  0.02 

Loans by Rehabilitation Finance Administration 
Unit. . . 373'00 130,oo 

Shnlapur Spinning and Weaving Mills 37'00 . . 

410 '06  130.02 

Various Educational Institutions includmg Engineer- 
ing Colleges . 0.97 0 . 3 0  

Various Educational Institutions including Engineering 
Colleges (sanctioned by the crstwhilc Ministry 
of Scientific Research and Cultural Affairs) 0 '35  0' 35 

Cosperative Crafts Schools 3.40 1 .14  
Songeet Bharati (sanctioned by thc :rstwhile M ~ n n -  

m of S.'; & C..4.' 0 ,  10 '03 --- -- - 
Tc TAL ' 4 82  I .82 

---11- .__ -._  ̂ - 
Mrntsr r y  01 Commcrcc 
Codperativc Societies . 0 .17  0.09 



Nune of the Loanee 

Muucry oj  lndusrry & Supply. 

Family Welfare Co-operative Industrial Society Ltd . 
Delhi Garment &operative Industrial Society. 
Handicrafts Emporium, Madras . 
Dogra Steel Industries, Ltd., Faridabad 
Farihbad Industrial and Quarrying Company. 

Faridabad 
Indian Hardware Indusvies 

Drpartmnt 
Khadi and 

of Soctal S e m r y .  
Viliage Industries Commission 

Mlrmcry o/ Trmpar 
P d  Cbopcmtive Houung S m q  Ltd., Bombay 
Co-operrrivc Societia . 
Q.rur&&li Steamer Scrvia Campany Lyd., Col~utta 
M 8 .  Bhuot Lines Ltd., Bambay 
lndiur G m e d  Navigation md m y  Company 

Ltd. 

Amount outstanding 
on 31-3-1963 

0. 14 . . - 
0 . 0 2  (a) The 

actual 
.mount b 
Rs. 2ag.p 



Name of the L a c e  
Amount outsfending on 

31-3-1963 

Principal Intmrt 

Minisrry 01 Health 
Loans to Agartala Municipality. . 1 ' 3 1  1.69 

Loans to Imphal Municipality . 0.14 0.41 

'Faridabad Devdopmcnt Board, Faridabad . 13.93 . . 
Loans to Settlers in Andnmaru . o* 13 0.04 

Harijan Scwak Sangh Ahmedabad . 0'37 0 . 9  

Salwan Educational Trust, New Delhi . 0.30 0.03 

United Council for Rthabilitat'on and WeITm Dew . 0.10 .. 
l a m a  to individual for educational putposts. . I -45 o.10 ---- 

TOTAL 16-28 0.49 

Mihistry cf Honu Aff06.s 

Canteen . . . (a) Tha 
a m d  
amount t 
EL. 386.9 

Municipal Corporation of Delhi ob 12 0'05 

Various Educational Institutions including Engineer 
ingCoIicges - 2 .00  . . 

2.12 0.05 

KMoron QuaJantine Station Fund (sancdoncd by the 
fmmer DcpPrtmcnt of Commonwc~ltb Ret- 
tionr) . ' 1.97 . . 



APPENDIX XVI* 
(Vide para 26 of Report) 

MINISTRY OF REHABILITATION 
Ratement showing the action taken ur proposed to be taken on thtr 

list of points on which further information was required by 
the Public Accounts Committee at their sitting held on the 30th 
January, 1965. 

(I) A note showing details of repayment of ins tahenb  of 
loan due from Shri . . . . . . . .may please be furnished 

(XI) Are the concerns which he took over making any profib 
and is he in a position to repay? 

(111) Are there any other cases where any evacuee prcpertJcs 
were sold to private individuals on the same basis? 
The details of such cases may be furnished. 

Finance Accounts, 1962-63 Page 46-Item ( v )  of statement No. 5 
Action taken by Governmeat 

The reply to the points raised is given item-wise below:- 
(i) . . . . . . . . .Mills (Evacuee Property) were sold to Shri. . . . 

for Rs. 50,11,000. To this were added Rs. 18 lacs on 
account of price of stocks, stores, the arrears of lease 
money etc., as per award p e n  by Shri hlorarji R Desai. 
The total amount recoverable from Shn.. . . . .. . was 
Rc;. 68,11,000. Out of this, Shri ... . . ..paid Rs. 20 lacs in 
the first instance and the balance of Rs. 48,11,000, plus 
interest thereon at 41 per cent per annum, was to be paid 
in seven yearly instnlments. As a safeguard for the re- 
covery of the Government dues, the mills were mortga- 
ged with the Government of India for which a mortgage- 
deed was exe~uted on 21-4-1960. 

(i i)  After completing payment of initial instalment of Ra 20 
lacs upto 204-1960, Shri. . . . . . . . . experienced some 
financial diMculties and he approached the Ministw for 
making some relaxation in realisation of the balm- 
amount due from him. SM.. . . . . . .being a displaced 
person, who lost practically everything in Pakistan where 
he was one of the richest persons, had no assets and for 



meeting out the expenditure he was to raise loans. He 
strove hard and was able to make the Silk and Woollen 
units a running concern, the other units remained idle. 
He had to meet recurring expenditure like wages of 
workers,' purchase of raw materials, payment of taxes, 
insurance premium, provident fund etc. Considering all 
his difficulties, which were genuine, it was decided by 
the Centml Government that Shri. . . . . . . . . . . .would 
pay the balance in 10 yearly instalments. 

According to the revised orders Shri.  . . . . . . . . was to complete 
the payment of four instalments, alongwith interest a t  41 per cent. 
per annum, upto 20th October, 1964, i.e. he was to pay Rs. 28,20,111:19 
(Rs. 19,24,400 as principal and Rs. 8,95,711.19 as interest) but he has 
actually paid Rs. 22,62,825.07 (&. 14,43,300e00 as principal and 
%. 8J9.525.07 as interest). 





Total balance still to be recovered from Shri.. ........ an accouPt 
of principal is Rs. 34,43,886.12. L 

Being Displaced Person, Shri. .  . . . . . . . . ,  had no surplus m o n q  
for meeting the running expenses of the mills. He, therefore, approa- 
ched the Bombay State Financial Corporation to raise a loss of Rs. 7 
lacs for meeting the running expenses. They demanded security be- 
fore sanctioning the loan asked for. Shri. .  . . .  .had no assets other 
than the Mills, but these stood already mortgaged with 
the Government of lndin so these could not be mortgaged a second 
time without the consent of ihc Government of India. Bombay State 
Financial Corporation. :I~erclorc. ~ s k e d  the firm to arrange for secu- 
rity from the Government of India before the loss was granted to 
him. It was felt that ~lnless Shri . . . . . . . . . . . . . . .  .was able to run  
the mills, it \vould be cliflicul: to rcco\w the Government dues of 
Rs. 411.000. Further t!~? Gn:.crnment of India was anxious to see 
that the mills went ir?:., prnc!uctinn because of their crnp:q-mcnt 
potvntial, par:icula;.?y i v y  1 1 1 t h  1) sp1nccz;i Persons in G1.m rcgion 
where the mills were . i . i : : i t ~ ~ r f .  Crntral Gorvrnrnent. therrforc, stood 
as a ,guarantor for t h c  Ioar? of Rs. 7 lacs t n  be ndvancrd by the 

. . . . . . . . . . . . . .  Bombay State Finan - i d  Crrpnmtion to Shr-i. \vifh the 
concurrence of the Mini~?ry of Finnncc. Hmvcvcr, the act~tnl nrnmnt 

. . .  of loan paid was Rs. 5 lacs. There was no risk invo?ved as Shri.  
was made to execute a Suppkmentai Mortgarc Decd covering the 
amount of Rs. 7 lacs guaranteed and the total assets of the mills were 
suflicient to cover the balance recoverable price of the mills and the 

. . . . . . . . . . . .  amount guaranteed. Out of Rs. 5 lacs Shri. .has paid 
back Rs. 3,34,900:00. There are no arrears of instalments due against 
him. "W'm 

The mills are at present running on profit. The balance  hee eta 
e w l d  not be made available by Shri . . . . .  .as he stated that all tha 
records were with the Income-Tax authorities. He, has, however, 
given the following Agures informally:- 

1960-61-Rs. 4,75,000.00 (Loss) . 

19634-Amounts not fh lbed .  

He has now submitted our application requ- for furtho? rc 
b a t i o n  in the terms oi payment which is under consideration. ' X b  



W d Shri . . . . mgarding payment of instalments is pr 
mnder:- 

(i) That he may be allowed to pay the balance amount plur 
interest in 10 yearly instalments. The first instalment 
thereof to be treated as due on 1st July, 1965. 

(ii) That he may be allowed to pay the balance amount fa 
monthly instalments of Rs. 25,000 each 

OR IY 

(iii) That he may be allowed to pay the balance amount in 
yearly instalments of Rs. 4,00,000 each which will also 
include interest. 

The grounds on which Shri  . . . . . . . . . . . .wants the period to be 
extended are that "due to Emergency declared after the Chinese 
attack, import licences had been steadily reduced and the licenses 
for thc current year were about 1/3rd of those which were issued to 
thk industry in 1961. This drastlc cut had resulted in acute short- 
age of raw materials and as a consequence of which not more than 
40 per cent of the installed capaclty was being employed, To 
strengthen the foreign exchange reserves of the country, the Gov- 
ernment of Indm were lay~ng stress on maxunum of exports of 
woollens. Exports markets required rigid quality control which was 
difficult to maintain wlth old machinery. He had obtained licenees 
for the import of the machinery to the value of Rs. 30,000,00 far 
the modernisation and rehabilitation. All that required further ex- 
penditure which he was unable to meet." 

(iii) There are no other evacuee concerns which were sold by 
negotiations to individuals. However, there were seven composite 
mncerns which were sold by negotiations, It was only in the case 
of one concern that the payment was to be made in instalments and 
in the other cases the purchasers were required to make payment 
in lumpnup 





&ttount of supplementary provision under the CaHtal A& 
~ b t a l n t d  alter the declaration of the Emergency remained unutibd 
Whlle the Committee are glad to note that the percentage of vpti- 
a tion bek ween estimates and actuals both under Revenue Account 
and Capital Account showed a donward trend they take note of the 
fact that unutilised amounts out of the provision have been quite 
hjgh during the year 1962-63, being Rs. 78 mores and Rs 100 CT-, 
respectively. 

Do. During the course of examination of the individual Administrative 
Ministries, the Committee gathered the impression that the position 
~n regard to savings might be considerably improved by a closer 
scrutmy by the Ministry of Finance, of the basis on which the ad- 
ministrative Ministries propose their estimates. The Committee 
suggest that the Finance Ministry should consider the matter fur- 
ther and indicate what steps they propuse to take to -rove the 
position. 

Plnana The Committee appreciate the paramount need of safeguarding 
the border and strengthening the police force for this purpose, as 

Hornc necessary. The expenditure on Police b s  increased from Rs. 11-74 
crores in 1960-61 to Rs. 18.76 m r e s  in 1961-62, Rs. 23~44 cm- in 
196383 and Rs. 25.07 crores in 1963-64. They note that the v d i -  
ture increased in 1963-64 by Rs. 1-63 crores even though tho 
Centre ceased to be responsible from 1st July, 1963 for Police in 
Union 'l'errituries of Manipur, Tripura and Himachal Pradesh. The 
Committee would like to be informed what tangible results have 
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been achieved as a result of the Andings of the Committee of Ofitccrr 
set up to examine the question of streamlining the police force with 
a view to reducing the expenditure and avoiding duplication. The 
Committee hope that this question would be kept under constant 
watch and necessary correctives applied from time to time. 

Ftnsn~r The Committee can well appreciate the hesitency and reluctance 
on the part of the Finance Ministry in regard to  fixing a limit by 
Parliament on public borrowing by Government; but the Committee 
would like to emphasize the healthy principle enunciated in  Article 
292 of the Constitution. The Committee feel that atleast a practical 
trial should be given to this principle. This is a very important 8 
right of Parliament and is being so exercised in other democratic 
countries like U.K.. U.S.A.. Canada and Ceylon. The present pro- 
cedure under which Parliamentary approval is taken for borrowing 
programmes as indicated in the Five Year Plans and the annual 
Budgets and for the expenditure from the Consolidated Fund to  

the loans are credited, does not satisfy the constitutional re- 
quirements. The Committee are reassured t o  know the o p i n i d o f  
the Secretary, Department of Economic Affairs that a proper ~ym 
of fixing a limit on Government borrowing could be evolved but it 
would have to take into account certain variations. The Committee 
feel that the law fixing such limits mag have some scope for certain 
bull t-in fi exibili t ies subiect to ex-post fact0 approval of Parliament. 
firther these limits might be fixed for each Plan period so that aq 



can be reviewed once in five years. The Committee 'desire b t  
ttus matter shuuld be careiully exam~ned. 

Do. The Committee iearn with some satisfaction that from 1962*, he 
practice o i  advanrulg Aoaw iur the repayment oi  rnterest charge6 
is bang followed d j  in ille case of H~ver  Valley Projects during 
the first period ui  5 years. 'I'he nor~nai procedure relating to Irri- 
gation Projects ailow lur the lntercsl cnarges to be capitilised dur- 
ing the period o f  cu~lstrucrion. 'Ihc w i  tc-back of such capitalised in- 
terest is treated as the ti1.s~ charge un capital receipts o r  on the sur- 
plus rcvwucs ol trw prujcct ai'lcr it  commences working. The Com- 
mittee ayp1-cclate t h a t  iri vlew oC the special circumstances obtaining 
i n  thc case O I  t k  river v ; ~ i i c ~  p-ojtcts  there is a justification Lor ad- 
vancing further loans lor rCp;iyn~t'nt of earlier loans during the 3 
period uf first five years. '1'llc.y hc)pt' that this will not be extended 
to those irrigation projects which have completed 5 years. The 
Committee dcsirc that tttc hiinistry of Finance shall ensure that 
fresh lusns arc not g~vcn  to the Stales for repayment of the loans 
advunccd for othcr schr.~~ic.r; atlti uiqxoductive projects. 

Tlic Comrn~ltc~~. ii1.C' gi,ici tu learn that all the instalments of pin- 
7 Do. cjpd and jn;ercst w1llc.h f e l l  dur during and upto 1962-63 were paid 

on duc dates. 



should undertake a periodical review in order to determine how far 
the projects referred to:- 

(a) are already remunerative; 
(b) are likely to become remunerative after some years; 
(c) are likely to continue unproductive so far as can be fore- 

seen? 

I I Home 

Finance 

Finance 
13 F d  & Agriculnvc 

The Committee desire that the matter should be pursued vigorous- 
ly with the State Governments concerned. T h ~ v  are surprised that 
even terms and conditions for repayment have not been settled, 

The Committee hope that such occasions of giving fresh loans fat 
the repayment of earlier loans will be fewer in future. They would 
also like to be informed of the decision taken in regard to the pay- 
ment of overdue interest. 

The Commjttee desire that the Ministry gf He-ilth should pursue 
the recovery of the outstanding loan and interest vigorously. 

The Committee note that there has hwn delay in recovery of h n  
from the Government of Madhya Pradesh, which partlv related to 
the land reclamation charges the Central Tractor Organisation. 
If the repayment is dependent on the recoveris from the cultivators, 
the Committee doubt whether the State Government would be able 
to collect the charges at such a distant date, 



F~nrace 

Industry 

Pinencr 

' -. 

The Comrm ttee are surprised why the Ministry should wait fof 
the Accountant General to remind them about the default in any 
payments due from State Government. They suggest that a sytsem 
should be evolved whereby the hliilutries should get periodical 
statements from the Accounts Ofjicers showing the position of out- 
stanchng loans and interest charges. 

From the rcpl~es glven to them during evidence, the Committee 
got an lmpresslon that the matwr was being dealt with in a routine 
way and not niuch attcnt~on was being bestowed on it. 

The Cornm~ttw are uihaypy to nore that m some of the cases, 
State ti overrun en:^ cvntmuu ro be In arrears in respect of payment 
of Interest and principal relating to l o a k  for the periods w w l y  
as 1954-55, 195ht . i  und 195647. W h l e  there may be genuine diffi- 
cultlcs in a few ~ n d ~ v ~ d u a l  cases, they ought to be ironed out ex@- 8 
t~ously. The Comm~t t w  ;11.t' u11at.i~ to apprec~ate such inmerent 
att&ude m re3prc.t of the tiovcrnmcnt plans. The Committee are 
also unhappy to note that bcwause of non-finglisation of terms and 
condlt~ons of repayment of loans, there have been delays in the re- 
payment by the State C;ovcnlmcnts. Thls aspect has been dealt 
w ~ t h  In the next para. l'hc C'onlmlttee would like the Ministrier 
concerned to pursue Itit. cases with the State Governments I@XOUS- 
ly. The Comnuttec aic ot tile V I L W  that the Ministry of Finan- 
should also keep tile pu.i~~ull "f tlrncij ~ c p q m c u t  of loans and inter- 
egt by. State Governments under collstant review. They should 
endeavour to see that the good cxmlple set up by the Central Gov- 



merit in ensuring timely payment of foreign loans and interest b 
emulated by the State Governments. 

Do. 

19 Steel & Mines 

The C m l t t e e  ere concerned over non-settlement of terms and 
conditions of the loans before their issue. They regret to point out 
that although the lmns were panted to the Sktes 6 to 10 years ago, , 

the terms and conditions of some. of t h m  have not yet been settled 
and no repayment has heen made either towards principal or hter- 
&. Tf the mles werP unworkable thr  matter should have been re- 
viewed e d i e r .  Thev drirc  t h t  thp MhistW ' ~ f  Finance should 
ensure that the adminiqtrativc Ministries hould wttle the t m s  and 
conditionr: of loans bt.fow ndvarlcing t h ~ l r .  except where loans are 
made to mcct rcrtain ~rn~reenci-. i v  which rase the settlement of 
tmmq find conditions mav hc f inrlic~d within a pried of three maths 
at the most. - 

The Committee would like to he informed of the latest Dosinan 
in regard to the enquiry bp the Reserve Bank into the affairs of 
the Banks in Goa and whether the terms of repayment had since 
been settled. 

The Committee had suggested in para 27 of their 25th Report 
(Third Lok Sahhs) that the final settlement of the ~dvances should 
be expedited. The Committee regret this delay inspite of their 
esrller m m n d r t i o n .  

r-. :- -- 



Fiance 

Industry 

Do. 

The Committee are concerned over the delav in settlement of 
terms and conditions of repayment in respect of the loans advan& 
to Government owned Corporations, Private Bodies etc. They hope 
that every effort will be made to settle the terms and conditions in 
the cases where these have not alreadv been settled. They also 
desire the Ministry of Finance to ensure that in future the terms 
and conditions for repayment of such loans are fixed before grant- 

, - ... ,.* 
ing them. 

The Committee feel that it is not a healthp practice to grant 
fresh loans in cases where there is default in the repayment of 
 revi in us loans. The Committee would like to be informed of the 
~rogrcss  of recovery of these loans. 8 

The Cmmittee are concerned to note that although the Manag- 
ing Committee of the Sc i c tv  was appointed by Government before 
1Wl. and after 1961 five memb~rs  of the Managing Committee were 
nominees of Government, thc Swietv has gone into liquidation. The 
Government nominees should have taken steps to s~fe,guard the 
Interests of Government and informed the Government about its 
affairs. The Committee desire that a proper enquirv should be 
held into the matter. The Committee would like to know the flnal 
outcome of the liquidation proceedings and the recovery of Gov- 
ernment dues, 



Industry The Comrnlttec are unhai)pj- at  the halting manner in which the 
recovery of thc p ~ ~ l c ~ p a l  m u  ,niercst has been processed by the 
Ministry. 'l'hcy d w r e  that necessary actlon should be taken in the 
matter to recover the outstanding amount. 

Financ* The Conmuitec feel cuncerned over the slow progress of re- . 
cowries of thc ioans advanced by the Rehabilitation Finance 
Adrnin~strnt~oti. Out o f  the tuial amount of Hs. 730 lakhs. (R3. 434 
lakhs In the L ~ ~ s t e ~ . r i  Kegicjtl m u  Hs. 296 lakhs in the Western 
Region) as on 131 Januiir2. l y t i i ,  the amount outs:ending as on 30th 
Novcrnber, 1364 wds its. -id i an i~s  (Hs. 382 lakhs in the Eastern BC 
Region and Ks. 93 lakhs 111 the Western Region). The Committee 
desire that vigorous eifur~s should be made to expedite the 
recoveries. 

4 

The Committee observe that in respect of 2364 accounts in the 
Eastern und Western Regions loans to:alling Rs. 71 lakhs were writ- 
ten off upto 3i)th ili'oi'eln'oer, 1'364. The Committee would l i b  to 
know in how many of ttwsc: castlj: thc loans had to be written adt 
due to the irregularities committed in the grant of loans a t  the I 

initiai stage viz., 
4 

(a) disregard of the advice given by the local authorities/field 
staff, etc., 



(b) failure on the part of the otiicials to obtain proper meu- 
rity, and 

(c) bad financial position of the borrowers. 

Rehabilitation The Committee regrct to observe that the Ministry of Rehabill- 
tation followed an unusual procedure in selling the Mill to the 

Finance individual by negotiations and also aqreeinq to receive the payment 
in instalments. According to the Ministry's note there are no 
other evacuee concerns which were sold by negotiations to indi- 
viduals. Further, it was only in the case of one concern that the 
payment was to be made by instalments and in the other cases the 
purchasers were required to make payment in lumpsum. 

The Committce notc with surprise the following further comes- 3 
sions given to this individual without much merit: 

(a) The individual was originallv allowed to pap the amount 
in 7 instalmcnts instead of lump-sum as usual. 

(b) the rate of intorcst for repayment of the loan is can- 
siderably low i.e. 44?, (while the market rate is more 

than 10%). 
(c) The individual has been allowed to repay the loan h 10 

instalrnents instcad of 7 Axed originally. 

(d) Government has guaranteed a loan of Rs. 5 l a b  tattea 
by the individual from the Bombay State Finandat 
Corporation. 



- -___ _--- -- _ .- --- ----- ---- - --- - --- --- - ---- - 
The Committee feel that when the extension was given, the retw 

of interest should have been revised and the prevailing market rate 
of interest should have been charged. The Committee have a feeling 
that such a low rate of interest---%%-is an  inducement to delay 
the repayment of the loan. The Committee recommend that the 
Government dues should be recovered forthwith. If, however, any , 
extension of time has to be given, at least the rate of intenst shoald #, be raised to bring it in conformity with the present market rate and 
in the event of default in repayment of instalments, a penal rate of 
interest should be prescribed. me Committee desire that while 
considering the application of the individual, the Ministry should g* 
also carefully take into consideration the concessions alretidy enjoy- 
ed by the individual and the fact that his mill was making profit. 




