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INTRODUCTION

As authorised by the Public Account Committee, I hereby present
this Tenth Report on the Works Expenditure—-fixing a limit for new
works which should be executed by the various Ministries of the
Government of India (other than the Ministry of Defence) only
after obtaining Parliamentary approval.

2. The Committee examined this matter at their sitting held on
the 14th January, 1963.

3. This Report was considered and approved by the Committee at
their sitting held on the 15th April, 1963.

4. A brief reccrd of the proceedings of these sittings has been
maintained and forms part of this Report (Part II).*

5. A statement showing the summary of the principal conclu-
sions/recommendations of the Committee has been appended to this
Report (Appendix VII). For facility of reference, these have been
printed in thick type in the body of the Report.

6. The Committee place on record their appreciation of assistance
rendered to them in tneir examination of this matter by the Comp-
troller and Auditor General of India.

7. The Committee would also like to express their thanks to the
officers of the Ministries of Finance and Railways for their co-opera-

tion extended by them in giving information to the Committee dur-
ing the course of evidence.

New DeLnr; MAHAVIR TYAGI,
16th April, 1963. Chairman,
26th Chaitra, 1885 (Saka). Public Accounts Committee.
*Not printed i ~3ag 2
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WORKS EXPENDITURE—FIXING A LIMIT FOR NEW WORKS
WHICH SHOULD BE EXECUTED ONLY AFTER OBTAINING
PARLTIAMENTARY APPROVAL.

1. Public Accounts Committee (1954-55), in para 10 of their
Thirteenth Report had observed that the practice obtaining in the
P. & T. Department of executing works not provided for in the
Budget was unsatisfactory as it affected the efficiency of Parliamen-
tary control. The Committee had recommended that new works
should be undertaken only by obtaining supplementary grants or
utilising the savings by taking a token vote,

In pursuance of this recommendation, the Ministry of Finance
(Department of Economic Affairs)submitted a Memorandum dated
the 19th June, 1959 (Appendix I) for the consideration of the Com-
mittee. While considering the proposals contained in this Memoran-
dum, the Committee (1960-61) felt that certain clarifications were
necessary. These were furnished in the Ministry’s Memorandum
dated the 31st January, 1962 (Appendix II). It was explained in
these Memoranda that under the existing procedure the Ministries
were free to utilise the provision for ‘major works’ included in the
Budget for new works, provided the expenditure did not involve
expenditure on ‘new service’. The term ‘new serwvice’ not being
susceptible of precise definition, its application was left to be decid-
ed by the evolution of a body of case law on the basis of decisions
taken by Government in consultation with the Public Accounts Com-
mittee and Audit. In practice, a distinction-was drawn between a
‘new form of service’ and a ‘new instrument of service’. While a
supplementary grant was always obtained before undertaking new
works which constituted ‘new forms of service’, this was not done
for works, which might be treated as ‘new instruments of service’ as
there was no prescribed monetary limit above which such works
should be treated as requring a specific vote of Parliament. 'The
Ministry agreed that it was necessary to fix a monetary limit in
respect of new works for being treated as ‘new instruments of ser-
vice’ which should be undertaken only after obtaining Parliamentary
approval.

The Ministry felt that in the context of large development plans
of Government and the relatively higher price structure, the limit
for new works requiring Parliamentary approval should be such as
would, without creating administrative difficulties, provide effective
Parliamentary control over essential proposals of Government ex-
penditure, Accordingly, the Ministry desired to fix a limit of Rs. 10
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Yakhs, but after protracted discussions with the Comptroller & Audi-
tor General, it was then agreed (June, 1959) to propose a limit of
Rs. 2 lakhs for civil works and Rs. 4 lakhs for P. & T. works. A
higher limit was to be considered separately in respect of works
under the Ministry of Railways. As regards works for the Defence
Services, no limit was proposed to be prescribed as their works. pro-
gramme could not be publicispd.

Subsequently, in a Memorandum dated the 27th December, 1962,
(Appendix IIT), the Ministry revised its earlier proposals. It felt
that the limit to be fixed should be such as would provide effective
Parliamentary control over major proposals of Government expendi-
ture and leave those which were not of any great significance indivi-
dually to the executive within the overall provisions sanctioned by
Parliament under the grants concerned. In this context and in view
of the state of Emergency in the country, the limits of Rs. 2 lakhs
end Rs. 4 lakhs proposed earlier were considered low in the light of
the present day scale of Government expenditure. The Ministry
accordingly proposed for the consideration of the Committee that a
timit of Rs. 25 lakhs or above should be fixed for all works including
civil works, Posts and Telegraph works, roads, communications and
civil aviation works which should be undertaken only after obtain-
ing specific Parliamentary approval or an advance from the Con-
tingency Fund.

The Committee discussed these proposals with the representatives
of the Ministry of Finance. The Secretary, Ministry of Finance
(Economic Affairs) explained that, while it was good from the point
of view of administration that all works should have specific approval
of Parliament, it was not possible to do so keeping in view the
pressure. of Parliamentary work and the need to ensure speedy
execution of works,

Referring to the Ministry’s Memorandum of June, 1959, wherein
it was proposed that civil works costing more than Rs. 2 lakhs and
P. & T. works costing more than Rs. 4 lakhs should be executed after
obtaining Parliamentary approval, or by taking an advance from the
Contingency Fund, the Committee enquired -how the Ministry justi-
fied the higher limit of Rs. 256 lakhs proposed in its subsequent
Memorandum of December 1962. It was explained that two limita-
tions prescribed by Parliament were already in existence. First,
before a new service was to be introduced, specific Parliamentary
approval, irrespective of the amount involved, was necessary. Second-
1y, the total amount sanctioned by Parliament for a particular grant
could not be exceeded nor diverted to another grant. It was urged -
that within the amounts sanctioned by Parliament the Executive
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should have the power to reappropriate according to the needs of the
moment and, that, in the context of the present emergency, when it
was all the more necessary to streamline procedures, a sufficiently
high limit was desirable as regards works, which should be under-
taken after specific Parliamentary approval. The representative of

the Ministry of Finance added that even in 1959 the limit proposed
‘was Rs. 10 lakhs, which was brought down only due to the insistance

of the Comptroller and Auditor General. He stated further that the
limit for the purpose envisaged should be in relation to the limit as
regards works, the lists of which were appended to the original
budget. Until the year 1962-63 the practice was to include in the
civil and P, & T. Budgets supporting annexures, giving details of
new major works costing more than Rs. 20,000 individually. Accord-
ingly, in the Budget for the year 1962-63, 429 pages were said 1o have
been taken in giving details of such works. The Ministry felt that
giving of such meticulous details did not serve any practical purpose
and proposed with effect from the Budget for 1963-64 to, include:
details of works which were estimated to cost Rs. 5 lakhs or over.
In the Ministry’s view, if details were to be given of works costing
Rs. 5 lakhs or over, the new limit should be Rs. 25 lakhs as regards
new works which should be undertaken after obtaining Pariiament-
ary approval. (The Committee note from the Budget Estimates for
the year 1963-64 that the Ministry of Finance have already introduced
the practice of appending to the Budget Estimates the details of
works costing Rs. 5 lakhs or more),

At the instance of the Committee a statement has been furnished
by the Ministry of Finance giving the number of non-budgeted civil
and P. & T. works costing more than Rs. 5 lakhs, which were exe-
cuted during 1058-59, 1959-60 and 1960-61 without obtaining the
approval of Parliament (Appendix IV). From this statement, it will
be seen that the total number of non-budgeted works, which were
executed without obtaining the approval of Parliament, was as high
as 208 during the year 1960-61 for works costing more than Rs. §
lakhs. The Committee fcel that this tendency to undertake a large
numper of non-budgeted works during the course of the year without
obtaining the approval of Parliament requires to be checked.

Since the estimates set forth the anticipated programme for the
year and the Parliamentary grants are obtained on the strength of
that evidence of the intentions of departments, it is incumbent on
the latter to carry out that programme as far as is consistent with
the interests of the public service. Hence, the true justification in
the application of savings to non-budgeted works is to be sought in
the urgency of such requirement rather than in the fact that money
§s available which Parliament had voted for different purposes. If

A



4
money is available and spent on services which might otherwise
have been allowed to wait, it may suggest that diversion of funds is
allowed, as a matter of normal routine, for items not originally
contemplated. Departures from the general rule, that the full cost
of a service should be brought to the notice of Parliament at the
time of its inception by inclusion in the estimates should be restrict-
ed to urgent cases which could not be foreseen, and which could not,
without serious detriment to the public service, be postponed until
the specific sanction of Parliament can be obtained. At the same
time, the Committee do feel that a certain amount of discretion
should be left to the executive departments to utilise any surpluses
available within the grant to meet a deficiency elsewhere in the
same grant. If this discretion is exercised wisely it tends to eco-
nomy; for, if a surplus under a particular sub-head is not permitted
to be utilised to meet a deficiency under another sub-head within
the same grant, there would be a tendency to make additional pro-
vision under edch sub-head in the original estimates. Such a pro-
vision would place additional funds at the disposal of the depart-
ments concerned with the resulting tendency to spend rather than
to surrender a surplus. The Committee also appreciate that in view
of the changing economy of the country, the Budget estimates,
which are prepared 14 to 15 months in advance of the close of the
financial year, cannot anticipate all the new works that may have
to be taken up during the course of the year. The State of Emer-
gency in the country has further accentuated the need of flexibility
in procedures so as to make for efficient discharge by Government
of its responsibilities. Accordingly, the Committee agree subject to
the introduction of safeguards as mentioned below, that Ministries
should have the power to reappropriate funds available within g
sanctioned grant to works, including civil works, P. & T. works,
roads, communications and civil aviation works, estimated to cost
less than Rs. 25 lakhs each, provided they do not coustitute a ‘new
form of service’, as proposed by the Ministry of Finance. New'
works in these categories estimated to cost above this limit should
be undertaken after obtaining a supplementary grant or an advance
from the Contingency Fund. It was agreed that this arrangement
would be subject to an annual review in the light of the works sanc-
tioned by Government. ,

2. While discussing this subject, it would be useful to refer to
the practice obtaining in the United Kingdom in this regard. The
British convention as regards reappropriation of funds is described
in the following passage:—

“This discretion is exercised by the Treasury, not by the
spending Department concerned. The Treasury alone
can sanction the use of savings under ope sub-head to
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meet excess expenditure under another sub-head—a
process which is known as ‘virement’. It does not give
such sanction automatically or lightly but considers
each case carefully in the light of circumstances and
considers in particular whether excess expenditure un-
der a given sub-head should not, after all, be submitted
for Parliamentary approval. The Treasury has always
been jealous of its discretion to draw up a precise code
of rules laying down when virement should be or should
not be exercised. But it has agreed with the view of the
Public Accounts Committee that services which are
large or novel or contentious or which, while small, at
the outset, involve heavy liabilities in future years,.
ought not, save in very exceptional circumstances, be
undertaken, without previous.authority of Parliament

and, therefore, ought not to be financed by the exercise
of virement.”**

The Committee inquired whether, following this convention in
U.K., it should not be made compulsory to obtain approval of the
Finance Ministry before savings are diverted to new works not pro-
vided for in the original Budget. Secretary, Ministry of Finance
{Economic Affairs) said that the procedure to consult another Minis--
try and convince its officers would genuinely cause delay and he felt
that such savings as could be effected here and there by additional
scrutiny might not be commensurate with the loss of Government
time. He added that a speedy and flexible operation of a Plan of
vast magnitude on which was being superimposed a defence effort,
called for a high degree of delegation of power. The Committee
concede that there is some force in this argument. At the same
time, they feel that giving full powers upto the limit of Rs. 25 lakhs
as regards reappropriation of funds to the administrative ministries
concerned, might lead to loose budgeting and encourage the ten-
dency to provide undue cushion for undertaking works without
recourse to the process of obtaining Parliamentary approval. In
order to see that the Finance Ministry may act as an effective instru-
ment to promote proper budgeting, the Committee suggest that re-
appropriation of funds to new works estimated to cost Rs. 10 lakhs:
or more each should require prior appreval of the Ministry of
Finance. In other words, the delegation of powers to reappropriate
funds for new works costing Rs, 10 lakhs or more, but not excced}
ing Rs. 25 lakhs, will operate in this sense that instead of coming
to Parliament, the concerned Ministries will come to the Finance
Ministry, so that the merits and urgency of the works, might

**The British Budgetary System by Sir Herbert Brittain—p. 233
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undergo a fresh assessment by an authority, independent of.
the Ministry. [The Secretary, Department of Economic Affairs con-
sidered the suggestion as reasonable.]

3. With a view to maintaining proper Parliamentary control of
expendtiure, the Committee desire that a detailed report should also
be made to Parliament regarding new works estimated to cost Rs. 10
lakhs or more each not included in the original Budget, but sanc-
tioned during the course of the financial year. [In the course of dis-
cussions, the Secretary, Ministry of Finance (Economic Affairs)
agreed to make such a report three or four times a year.]

4. To a suggestion from the Committee that the powers of re-
appropriation to new works should be exercised only for the execu-
tion of new works, which become essential during the course of the
year, the Secretary, Ministry of Finance (Economic Affairs) stated
that it would be difficult to*lay down criteria to determine the essen-
tiality of works. While the Committee agree that criteria for decid-
ing essentiality of works cannot be rigidly laid down, it should be
possible for the Ministries concerned to exercise their own judge-
ment in circumstances of each case, whether the work is of such an
urgent and essential nature as cannot be postponed in public inte-
rest. The Committee desire that this should prominently be brought
to notice of all concerned. The Committee have no doubt that the
golden rule, that new works, which are novel or contentious, or,
which, while small at the outset, involve heavy liabilities in future
years ought not, save in very exceptional circumstances, be under-
taken without previous authority of Parliament, will be strictly
observed by the Ministry of Finance.

5. The Ministry of Railways in its Office Memorandum dated tihe
11th January, 1963 (Appendix V) stated that the nature and magni-
tude of expenditure of a capital nature on the Railways would merit
consideration of a higher limit for new works undertaken in that
Ministry. The Ministry proposed that a specific vote of Parliament
might be obtained before commencement of line capacity and simi-
lar other works like remodelling of station vards, etc., if these were
estimated to cost more than Rs. 2 crores each. Thne Ministry urged
that there were a large number of works involving such expenditure
and there would be unavoidable factors which would require such
works being taken up during the course of the year in order to meet
the needs of transport in proper time, depending on the variations in
the pattern of trafic. The Ministry also proposed that works esti-
mated to cost more than Rs. 50 lakhs but less than Rs. 2 crores that
may be sanctioned in the course of the year outside the works list-
ed in the Budget and funds for which were found from within the
sanctioned grant, should be listed in a separate annexure to the

subsquent annual Budget.
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In his evidence before the Committee the A('i‘ditional Member
(Finance), Railway Board, further elucidated the proposals of the
Ministry of Railways. He explained that, where a ‘new form of
service’ was introduced on the railways (which would cover, for
instance, construction of a new line or acquisition of a line from a
company), specific Parliamentary .approval therefor would be
obtained, irrespective of the expenditure involved. . Execution of
works like line capacity works, and remodelling of yards to meet
increased demands for transport, however, fell in the 6ategory of
new instruments of an existing service. In para 10 of the Audit
Report, Railways 1961, two cases of works estimated to cost Rs. 12-47
crores and Rs. 2°09 crores respectively were reported to have been
executed without obtaining supplementary grants. Accepting the
suggestion of Audit, which was endorsed by the Public Accounts
Committee in their Fortieth Report that works of such magnitude,
even though they were not new constructions, should not be execut-
ed without prior approval of Parliament, the Ministry of Railways,
in August, 1962, listed a number of works involving more than Rs. 2
crores each for the specific vote of Parliament By -way of Supple-’
mentary Demands. The representative of the Ministry of Railways
added that the capital cost of Railway works in a year being several
times more than that of P. & T. and other Departments individually,
and the fact that the changing needs of transport required under-
taking of many new works in the course of the year, much higher
limits than those fixed for other Departments should be considered
for the Railways as regards new works, which should be undertaken
with specific Parliamentary approval. He, further, stated that
works costing more than Rs. 20 lakhs, even within budget provisions’
were put up for approval by the Minister of Railways. He, there-
fore, urged -for the acceptance of the proposals of the Ministry of
Railways given in its Memorandum.

As regards listing of works individually in the Budget documents.
the Additional Member (Finance), Railway Board, stated that for the
last many years, the practice was to include every work costing more
than Rs. one lakh each. The Committee feel that as in the case of
Civil and P. & T. Works, it would be sufficient to show details of
weorks individually costing more than Rs. 5 lakhs in the Budget
Estimates of the Railways.

6. As regards the other proposals of the Ministry of Railways
contained in their Memorandum the Committee decided to consider
them in the light of the difficulties actually encountered. At their
‘instance the Ministry of Railways has furnishcd along with an Office
Memorandum a statement showing the number. of works estimated
to cost more than Rs. 5 lakhs, which were not included in the Budget
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estimates but subsizquently sanctioned and executed during each of
the financial years 1958-59, 1959-60 and 1960-61 (Appendix VI).

“The statement shows that,

(a) 7, 4 and 30 works costing more than Rs. 5 lakhs but less
than Rs. 25 lakhs,

(b) T2, 4 and 35 works costing more than Rs. 5 lakhs but less
" than Rs. 50 lakhs,

were taken up for execution during the years 1958-59, 1959-60 and
1960-61 respectively, as against the total number of such works
costing upto Rs. 2 crores (but above Rs. 5 lakhs) of 13, 4 and 39
respectively.”

The Ministry has stated that the year 1960-61 is a
more representative year than the earlier years as indicating what
the future years’ requirements are likely to be. The Ministry has
also drawn attention to the fact that the new works costing between
Rs. five lakhs and Rs. 20 lakhs included in the Budget for 1963-64
are as many as 185 and new works costing Rs. 20 lakhs and more,
which have been proposed in the Budget for 1963-64 number 75. The
details of five works costing above Rs. 50 lakhs but less than Rs. 2
crores sanctioned during the course of the year 1962-63 have been
mentioned in Appendix (IC) in the Explanatory Memorandum on the
Railway Budget 1963-64*. The Ministry has urged that, if a specific
vote of Parliament were to be obtained even in the cases such as
these, as and when they arise, there would be an increase of work all
round, besides certain practical difficulties by way of securing busi-
ness allocation during a session of Parliament, etc.

The Committee agree that there is a case for fixing a substantially
higher limit for the Railways in comparison with other (civil)
Ministries, in so far as the powers of reappropriation are concerned.

*These Works aye menta‘oned be w:—

S. No. Particulars of Work Antcipated cost
(In lakhs of rupces)

1. Remodelling of Kanchrapara Workshop
for undertzking everhaul of Elcctric Loco-
motives and Elcctric Multiple unit coaches
(Eascern Raijlways). 50°58.
2. Provision of Divisional Office building a
Dhanbad (Non-airconditioned ) and Staff
_Quarters (Eastren Railway).

3. Provision of a direct link between Joy-
chandipahar and Rukni (Scuther

(Railway). 7000
4 Remodelling of Santragachi Yard (South-
easten Railway)- 101°59

Elcctrification of Rourkela—Birmitrapur
(Railway Elecrification). 74° ©
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The Committee concur in the proposal of the Ministry of Railways
that it should have the power to reappropriate funds available within
‘a sanctioned Grant to works estimated to cost not more than Rs, 2
crores each, provided that they do not constitute a mew form of
service. .They also recommend that a list of non-budgeted new works
costing more than Rs. 25 lakhs each should also be placed before
Parliament. The Committee would like to make it clear that these
powers of reappropriation to incur expenditure on non-budgeted
works costing more than Rs. 25 lakhs each should be exercised by
the Ministry of Railways only for undertaking new works, which
might become necessary to meet the urgent demands of transport.

MAHABIR TYAGI,
New DELHI; . Chairman,

16th April, 1963. Public Accounts Committee.
26th Chaitra, 1885 (Saka).




APPENDIX 1
No. F. 5(18)-BII/55

GOVERNMENT OF INDIA
MINISTRY (.)F FINANCE
(DEPARTMENT (.)F EcoNoMIC AFFAIRS)
New Delhi, the 19th June, 1959
MEMORANDUM

sSuBJYECT: —Works expenditure—fixing a limit for new works which
should be executed only after obtaining Parliamentary
approval.

Thd Public Accounts Committee, in para 10 of their Thirteenth
Report, observed that the present practice of the Departments in
executing works without funds was most unsatisfactory as it affected
the efficiency of Parliamentary control. The Committee accordingly
recommended that the new works should be undertaken only by
obtaining Supplementary Grants or utilising the savings by taking a
token vote.

2. Under the existing procedure the Ministries are free to utilise:
the provision for ‘Major Works’ included in the Budget for new
works, provided the expenditure does not involve expenditure on a
‘new service’. It has, however, been recognised that the term ‘new
service’, is not susceptible of precise definition and its application
has been left to be decided by the evolution of a body of case law on
the decisions taken by the Government in consultation with the Pub-
lic Accounts Committee and Audit. The practice that has developed
in India is to draw a distinction between a ‘new form of service’ and
a ‘new service dn all cases, it could be treated as a ‘new instrument
of service’ where it is of major importance and the expenditure in-
volved is relatively large. The term ‘new instrument of service’ has
thus been understood to include an important extension of a previ-
ous specific commitment or facility, provided the amount involved is
appreciable. Thus, in declaring a service as a ‘new instrument of
service’ the main criterion is the amount that it is expected to cost
and once an item is accepted as a ‘new instrument of service’ it has
to be treated as a ‘new service’.

10



3. The practice followed in exhibiting the details of new major
works in the budget volumes in support of the provisions included
therein is briefly as follows:

(1) Defence budget does not give any details of its works pro—
gramme,

(2) In the Civil and P. & T. Budgets supporting Annexure
give details of new major works costing’ more than
Rs. 20,000 individually.

(3) In Railways, details of the actual works for which provi-
sion is made in the budget (except works costing not
more than Rs. 1 lakh each for which a lump sum is in-
cluded) are given in the pamphlet “Works, Machinery
and Rolling Stock Programme of each Railway.”

4. The matter has been very carefully considered by the Govern-
ment and they agree that for securing more effective Parliamentary
control over expenditure a reasonable limit has to be fixed beyond
which new works should be undertaken only after obtaining Parlia-
ment’s approval. The Committee would no doubt appreciate that the
existing limit of Rs. 20,000 in respect of new major works would be
extremely low for this purpose. That limit would entail numerous
applications for Supplementary grants for items of little significance
and would cause practical difficulties in working. The limit for new
works requiring Parliameéntary approval should, therefore, in the
context of large development Plans of the Government and the rela-
tively higher price structure, be such as would, without creating ad-
ministrative difficulties, provide effective Parliamentary control over
essential proposals of Government expenditure, The Government of
India have therefore come to the conclusion that in so far as works
expenditure is concerned a limit of Rs. 2 lakhs in the case of civil de-
partments other than the P. & T. and Rs. 4 lakhs in the case of the
P. & T. Department would be suitable and that new works costing
Rs. 2 lakhs (Rs. 4 lakhs in the case of the P. & T. Department) or
above should be undertaken only after obtaining a Supplementary
Grant, whether token or otherwise or, if necessary, by an advance
from the Contingency Fund of India. The higher limit of Rs. 4 lakhs
has been proposed in the case of the P. & T. Department because of
the large number of works which that Department has to execute
and the fact that it is often called upon to execute urgent works on
behslf of other Ministries like Defence, Railways etc. These limits
will not apply to the Defence Services, whose works programme
cannot be publicised. They will not apply also to the Railway Min~
istry for the reasons explained in the following paragraph.
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5. The Ministry of Railways are of the view that a limit of Rs. 2
or Rs. 4 lakhs is extremely low for their requirements, One crossing
loop in a station can easily cost as much as Rs. 5 lakhs and a mile of
90 Ib. track in a B. G. Yards excluding earthwork, signalling, etc.,
costs as much as Rs. 2 lakhs. Facilities of this kind have very often
to be provided in a number of stations on a section or in a yard to
‘meet traffic requirements which may develop suddenly. The Minis-
try of Railways accordingly feel that in a commercial concern like
the Railways whose sole object is to meet promptly the demands for
transport, it would increase work all round if advances from the
Contingency Fund were asked for all sudden requirements costing
more than Rs. 2 or Rs. 4 lakhs. The Ministry of Railways would ac-

cordingly be approaching the Committee separately for fixing a high-
er limit for Railway works.

6. The approval of the Public Accounts Committee is requested
to the proposals contained in para 4 above., Suitable instructions will
thereafter be issued to the Civil and P. & T. Departments for obtain-
ing prior approval of the Parliament for executing new major works
«costing Rs. 2 lakhs (Rs. 4 lakhs in the case of the P. & T. Department)
or above, .

7. This note has been seen and concurred in by the Comptroller
and Auditor General.

Sd./ SHIV NAUBH SINGH,

Joint Secretary to the Govt. of India.



APPENDIX IT
No. F. 5(18)-BII1/55
GOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DEPARTMENT OF ECONOMIC AFFAIRS)
New Delhi, the 31st January, 1962
MEMORANDUM

SussecT: —Works expenditure—fixing a limit for new works which
should be executed only after obtaining Parliamentary
approval.

The Public Accounts Committee had recommended in paragraph
10 of their Thirteenth Report that new works should be undertaken
only by obtaining Supplementary Grants or utilizing the savings by
taking a token vote. The recommendation made by the Committee
was carefully considered and the Committee were informed in this
Ministry’s Memorandum No. F. 5(18)-B-II/55 dated the 19th June,
1959, that with a view to secure more effective Parliamentary control
over expenditure, works costing Rs. 2 lakhs or more in the case of
Civil Departments and Rs. 4 lakhs in the case of Posts & Telegraph
Department should be undertaken only after obtaining a Supplemen-
tary Grant, whether token or otherwise, as the case may be, or an
advance from the Contingency Fund of India. In this connection, the
Lok Sabha Secretariat have, in their Office Memorandum No.
2(1) (56)-PAC/59 dated the 9th February, 1961, intimated that the
Committee desires to be furnished with a list of instances Ministry-
wise in which the existing limit for new works had led to difficulties,
the nature of the difficultie; and whether the procedure had resulted
in delaying the execution of works.

2. The “existing limit of Rs. 20,000” mentioned in this Ministry’s
Memorandum of 19th June 1959 referred to above was only for pur-
pose of listing the details of new works in the annexure supporting
the Demands for Grants of the Civil and P. & T. Budgets and not for
obtaining a Supplementary Grant. As explained in the Memoran-
dum, the Ministries are at present free to utilise the provision in-
cluded for major works for new works provided the expenditure

13
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does not involve expenditure on a “new setvice”. The expression
“new service”, however, is not susceptible of any precise definition
and has been left to be decided by the evolution of a body of case law
on the decisions taken by Government in consultation with the Com-
mittee and the Audit from time to time. In practice, a distinction is
. drawn between a “new form of service” and a “new instrument of
service”. While a Supplementary grant has always been obtained
before undertaking new works which constituted “New forms of Ser-
vice”, a Supplementary vote has not been obtained for works which
might be treated as “New Instruments of Service” in the absence of
a prescribed monetary limit above which such works should be
treated as requiring a specific vote of Parliament. That is why, fol-
lowing the recommendations made by the Committee, it was agreed
to fix a monetary limit in respect of new works for being treated as
“new instrument of service” which should be undertaken only after
obtaining Parliamentary approval.

3. The Memorandum of 19th June 1959 also explains the reasons
why the limit to be fixed for this purpose should be such as would,
without creating administrative difficulties and applying for large
number of Supplementary Grants for works of little significance,
provide effective Parliamentary control over assential proposals of
Government expenditure. A limit of Rs. 20,000 for this purpose, in
the context of the large development Plans undertaken by the Gov-
ernment and the relatively higher price structure, would be extreme-
ly low and would cause serious administrative bottlenecks. In fact,
the original intention was to fix a limit of Rs. 10 lakhs but after pro-
tracted discussions with the Compiroller and Auditor General, it was
agreed, with his concurrence, to set a limit of Rs. 2 lakhs for Civil
works, and Rs. 4 lakhs for P. & T. works and for Railways, who were
asking for much higher limit, the matter was left to be settled by the
Ministry of Railways directly with the Committee.

4. The Public Accounts Committee is accordingly requested to
approve the limit for new works of Rs. 2 and 4 lakhs for Civil and
P. & T. Department respectively. After the Committee has approved,
suitable instructions will be issued to the Departments to obtain the
prior approval of the Parliament for executing works in excess of
these limits,

5. "I'his note has been seen and concurred in by the Comptroller
and Auditor General of India.

Sd./- SHIV NAUBH SINGH,
Joint Secretary to the Govt, of India.



APPENDIX IIf
No. F.5(18)-BII/55
(GOVERNMENT OF INDIA

MINISTRY OF FINANCE

(DEPARTMENT OF ECONOMIC AFFAIRS)
New Delhi, the 27th December, 1962

MEMORANDUM

Sussect: —Works Zxpenditure—firing a limit for new works which
should be cxecuted only after obtaining Parliamentary
approval. ‘

Following the observations made in paragraph 10 of the Public
Accounts Committee’s Thirteenth Report, the Committee were
informed in this Minisiry’s Memorandum of even number of 18th
June, 1959 that works costing Rs. 2 lakhs or more, in the case of
Civil Departments, and Rs. 4 lakhs or more, in the case of Posts and
Telegraphs Department, would be undertaken only after taking a
Supplementary Graut, whether token or otherwise, or ,as the case
may be in advaance from the Contingency Fund of India. The
approval of the Committee was requested, on receipt of which suit-
able instructions were to be issued to the Departments concerned.
The proposal was further clarified, as was desired by the Committee,
in this Ministry’'s Memorandum of even number of 31st January, 1962.

2. The question of the limit for works which should be executed
after obtaining Parliamentary approval has been reconsidered in con-
sultating with the Compiroller and Auditor General. It is felt that
the limit to be fixed should be such as would provide effective Par-
liamentary control over major proposals of Government expenditure
and leave those which are not of any great significance individually
to the Executive within the overall provisions sanctioned by Parlia-
ment under the Grants concerned. In this context and in the light
of the conditions prevailing at present, the limits of Rs. 2 lakhs and
Rs. 4 lakhs proposed earlier would involve a large number of Sup-
plementary Grants to be submitted to Parliament and result in its
valuable time being taken for examining the proposals, which, indi-
vidually, in the hght of the present day scale of Government expen-
ditures, would not be of any particular consequence. Such a course

15
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would be undesirable at any time, but more so during the present
national emergency, when every effort has to be made to streamline
administrative procedures and remove delays and bottlenecks. It is
accordingly proposed for the consideration of the Committee that a
limit of Rs. 25 lakhs or above should be fixed for all works including
Civil Works, Posts & Telegraphs works, roads, communications and
Civil Aviation works, which should be undertaken only after obtain-
ing specific Parliamentary approval or an advance from the Con-
tingency Fund. This limit will not apply to the works of the
Defence Services or of the Railways for the reasons already explained
in the earlier Memorandum of 19th June, 1959.

3. The above proposal is for the approval of the Public Accounts
Committee. After the Committee has approved, suitable instruc-
tions will be issued for the guidance of all concerned.

4. This note has been seen by the Comptroller and Auditor General
of Indie who is in general agreement with the proposal made above.

SHIV NAT.{BH SINGH,
Joint Secretary to the Govt. of India.



APPENDIX 1V
No. F.3(70)-B/62
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF ECONOMIC AFFAIRS)
New Delhi, the 18th March, 1963
OFFICE MEMORANDUM

SussecT: —Works Expenditure—Fixing a limit for new works which
should be executed only after obtaining Parliamentary
approval.

The undersigned is directed to invite a reference to the Lok
Subha Secretariat O.. No. 2/1/56/62/PAC, dated 22-1-1963 on the
above subject and to encloze herewith a statement showing the num-
ber of works costing Rs. 5 lakhs and above executed during 1958-59,

1959-60 and 1960-61 without obtaining prior approval of Parliament.

(8d/-) A. R. SHIRALI,
Additional Budget Officer

. to the Govt. of India.
To

The Secretary, Lok Sabha Secretariat,
P.AC. Branch (Shri H. N. Trivedi), New Delhi.

Statement siowing the number of non-budgered works, which were executed
without otaining the approval of Pariiament.

Name of th: Works cost- Works cost- Works cosi- Wocks

Ministry Y .ar ing mor. iny mor: ing more costing
tha1 Rs. 5 than Rs 10 than Rs. 20 mor:2
{akhs bu: iakhs but fakhs bur than Rs.

not mor: not morw no: mor: 25 lakhs
than Rs. 10 than Rs. 20  than Rs.' 25
lakhs lakhs lakhs
1 2 3 4 5 6
Ministry of  1958-59 o1 36 9 13
Works, Hous- *
ing & Rchabi-
litation,
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2 3 4 6
Ministry of 1959-62 110 42 8 14
Transport  1960-61 111 56 19
& Commu-
nications
(Civil Works
including
Roads)
Ministry of 1958-59 6 4 4
Transport & 1959-60 7 4 — 6
Communica-~
tions
(P&T Works 1962-61 7 4 —_ 4
and Ports)
ToTAL  1958-59 97 40 10 17
1959-60 117 46 8 20
1962-61 113 6> 7 23




APPENDIX V
GOVERNMENT oF INDIA
MINISTRY OF RAILWAYS

(RAiLWAY BOARD)

No. 81-B(C)-Rlys./30 s
New Delhi, dated 11th January, 1963

OFFICE MEMORANDUM
SuBJyEcT: —Parliamentary approval for works of large magnitude.

The Public Accounts Committee, in their 40th Report (Second
Lok Sabha), observed as under—vide Appendix XIV, S. No. 10:—

“The Committee feel that while the nature of the service
should as a rule be the determining factor, to decide
whether an item of expenditure constituted a “New
Service” the volume of expenditure involved cannot be
ignored from the point of effective parliamentary con-
trol. The Committee, therefore, consider it necessary
that Parliament should be apprised and their financial
approval taken in advance of commencing works
involving large amounts of expenditure as in the cases
referred to in para 9 of the Report.”

2. This recommendation was considered by the Ministry of Rail-
ways; in the Memorandum submitted to the Public Accounts Com-
mittee regarding this item, the following were offered as the Minis-
try of Railways’ coruments: —

“Generally speaking works involving large amounts of expen-
diture are included and itemised separately in the
Budget presented to Parliament. However, in the few
cases when commencing works involving large amounts
of expenditure as in the cases referred to in para 9 of
the Report as a result of post-budgetary developments,
the observations of the Committee will be borne in

This has been seen by Audit.”
19
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3. The Public Accounts Committee, in their First Report (3rd
Lok Sabha), have made the following observation, vide Appendix Il
SNO 31— kS

“No comments.”

4, The recommendation, in the Public Accounts Committee’s 40th
Report (2nd Lok Sabha) referred to above is based on Paras 9—11
of the Main Report. the cases leading to this recommendation being
line capacity works costing more than Rs. 2 crores each. It has
accordingly been agreed, in consultation with the Comptroller and
Auditor General of India, that a specific Vote of Parliament would
have to be obtained hefore commencement of line capacity and
similar other works like remodelling of station yards, etc., if they are
estimated to cost more than Rs. 2 crores each and if they have not
been already included in an approved budget. It is considered that
this arrangement would meet the needs of the case, as it would take
into account the nature and magnitude of expenditure of a capital
nature on the Railwavs and the large number of works involving
such expenditure as well as the unavoidable factors which would
require such works heing taken up during the course of the year so
as to be able to meet the needs of transport in proper time, depend-
ing on the variations in the pattern of traffic.

5. In addition to the above, a further measure has also been
agreed, in consultation with the Comptroller and Auditor General of
India. This is that works estimated to cost even less thun Rs. 2
erores, but of a substantial magnitude viz., estimated to cost more
than Rs. 50 lakhs each, which may be sanctioned in the course of the
vear outside the works listed in the hudget (these are not expected
to be many) and furds for which are found from within the sane-
tioned grant, would he listed in a separate annexure to the subse-
quent annual (regular) budget.

6. In this connection, it mav be mentioned that all works estimat-
ed to cost more than Rs. 20 lakhs each are invariably approved by
the Minister for Railways, ever since the former Parliamentary
Standing Committee for Finance wasg abolished.

7. In addition to the above, in respect of items of ‘New Service’,
such as construction of New Lines and purchase of Railwav Lines,
the prior approva! 2nd vote of Parliament or an advance from the
Contingency Fund of India would be obtained, as hltherbo before
undertaking the work.

8. This has been seen by Audit.

’ (8d/-) K. S BHANDAR]I,

Director, Finance, Railway Board.



APPENDIX VI
GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS
(RaiLwAY Boarp)
No. 61-B(C)-Rlys./3C.
New Delhi, 8th March, 1963
OFFICE MEMORANDUM

SusJeCcT: —Works exvenditure—fixing a limit for New Works which
should he erecuted only after obtaining Parliamentary
approval.

REeF: —Lok Sabha Secretariat’s O.M. No. 2/1/56/62/PAC, dated
22-1-1963. )

The statement enclosed furnishes details of the number of works
which were not included in the original Budget Estimates but were
subsequently sanctioned and executed during 1958-59, 1959-60 and
1960-61, classified according to. the financial limits indicated.

2. The year 1960-G1 is a more representative year than the earlier
vears, as indicating what the future years’ requirements are likely
to be. It will be seen that, out of a total number of 44 works taken
in hand in the course of this year, though not included in the original
budget, there were as many as 14 works costing more than Rs. 20
lakhs each—five of thiem costing over Rs. 2 crores each. The chang-
ing requirements oi traffic necessitated urgent undertaking of the

aforesaid works which, on the increasing price levels, were in the
higher ranges of cost.

3. Some further clarification is also necessary. The nature and
magnitude of expenditure of a capital nature on the Railways has
to be taken into account. Innumerable works have to be executed
on the Railways, from year to year, more so in the context of the
large scale developments in the country’s economy. It will be seen,
from the Budget documents, (pages 105 to 121 of the ‘Works,
Machinery & Rolling Stock Programme of Railways for 1963-64—Part
I'), that ‘New Works’ costing between Rs. 5 lakhs and Rs. 20 lakhs
included in the Budget for 1963-64 are as many as 185. ‘New Works'
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costing Rs. 20 lakhs and more, which have been proposed in the
Budget for 1963-64, are 75 in number—wvide Appendix I(A), pps. 36
to 40 of the Explanatory Memorandum on the Railway Budget for
1963-64. Although the works required to be executed, by and large,
are foreseen and included in the Budget, as indicated above, some
works have to be taken up during the course of the year, so as.to be
able to meet the changing needs of transport in proper time, depend-
ing on the variations in the pattern or load of traffic, etc. Defer-
ment of such works would not be desirable and has, therefore, to be
obviated to the extent feasible. The Railways are a far flung orga-
nisation and the necessity for such works may arise from time to
time, at different places; considering that, in comparison with e
large number of works which are included in the original budget
itself, the other works taken up during the course of the year are
few, it is felt that Parliamentary control over works of large magni-
tude would not really be vitiated by the adoption of the proposals
submitted to the Committee in this Ministry’s Memorandum of even
number, dated 11-1-1983. An indication of the number and nature
of such works costing above Rs. 50 lakhs, but less than Rs. 2 crores
each, which have heen sanctioned during the course of the year
1962-63, is given in Appendix I(C) in page 62 of the Explanatory
Memorandumn on the Railway Budget for 1963-64. If a specific vote
of Parliament were to be obtained even in the cases such as these,
as and when theyv arise there would be an increase of work all round,
besides certain practical difficulties by way of securing business
allocation during a session of Parliament, etc.

As mentioned in the earlier Memorandum, all works estimated
to cost more than Rs. 20 lakhs are invariably approved by the Min-
ister for Rmilways., who has taken the place of the former Parlia-
mentary Standing Cummittee for Finance for this purpose.

In the circumstances, the Ministry of Railways would respectfully
request that the procedure already submitted to the Public Accounts
Committee for approval may be favourably considered as a working
arrangement which, while simplifying work for the Ministry of
Railways and the Parliament, would at the same time secure the
necessary Parliamenturv control.

This has been seen by Audit, who have stated that the figures
given in the statement are under their verification.

(Sd/-) C. T. VENUGOPAL,
Addl. Mem'ber, Finance, Railway Board, p
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Statement showing the number of works which were not included in the
Budget Estimates but subsequently sanciioned and executed during each of
the financial years 1958-59, 1959-60, and 1960-61.

1958-59
1959-60
1960-61

More
than

S
lakhs
to 10
lakhs

More Morc
than than
10 20
lakhs lakhs
t0 20 to 25
lakhs lakhs

25 50 I Over
lakhs lakhs crore two Total
to to to crores
50 1 2
lakhs crore crorcs
5 1 13
2 6




APPENDIX VI

Summary of main conclusions/recommendations

S.
No.

Para Ministry concerned

No.

Conclusions/Recommendations

I

Finance

All Ministries (except
Defence and Rail-
ways)

“

The Committce agree, subject to the
introduction of saftguards as men-
tioned in subsequent paras that
Ministries should have the power to
rcappropriate ftunds available within
a sanctioned grant to works, including
civil works, P. & T. works, roads,
communications and civil aviation
works, estimated to cost less than
Rs. 25 lakhs each, provided they do
not constitute a ‘new form of service’,
as proposed by the Ministry of
Finance. New works in these cate-
gories estimated to cost above this
limit should b: undertaken after
obtaining a supplementary grant or an
advance from the Contingency Fund.
It was agrced that this arrangement
would be subject to an annual review
in the light of the works sanctioned
by Government,

In order to s> that the Finance Ministry
may act as an effective instrument to
promote proper budgeting, the Com-
mittec suggest that reappropriation
of funds to new works estimated to
cost Rs. 10 lakhs or more each should
require prior approval of the Ministry
of Finance. In other words, the
delegation of powers to reappropriatc
funds for new works costing Rs. 10
lakhs or more, but not excceding
Rs. 25 lakhs, will operate in _this
sense that instead of coming to
Parliament, the concerned Ministrics
will come to the Finance Ministry,

so that the merits and urgency of the

24
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1 2 3

3 3 Finance
All Ministries (except
Defence and
Railways)

4 4 Do

S 5 Railways

’

works might undergo a  fresh asscss-
ment by an authority, independent
of the Ministry, [The Sccretary,
Department of Economic Affairs con-
sidcred the suggestion as rcasonable,]

With a vicw to maintajining proper
Parliamentary control of expendciture,
the Committee desire that detailed
report should also b: made to Parlia-
ment regarding new works cstimated
to cost Rs. 10 lakhs or more each
not included in the original Budget,
but sanctioned during the course of
the financial year. [In the coursc
of discussions, the Sccretary, Ministry
of Finance (Economic Affairs) agreed

to make such a report three or four
timcs a year.)

While the Committee agrec that criteria
for deciding ecssentiality of works
cannot be rigidly laid down, it should
be possible for the Ministries con-
cerned to cxercise their own judg-
ment in circumstances of each case,
whether the work is of such an urgent
and essential nature as cannot be
postponed in public intcrest. The
Committee desire that this should
prominently be brought to notice of
all concerned. The Committee have
no doubt that the golden rule, that
new works, which are novel or
contentious, or, which, while small at
the outset, involve heavy liabilities
in furure years, ought not, save in
very exceptional circumstances, be
undertaken without previous authority
of Parliament, will be strictly observed
by the Ministry of Finance.

The Committee feel that as in-the case
of Civiland P. & T. works, it would
be sufficient to show details of works
individuaily costing more than Rs. 3

lakbs in the Budget Estimates of the
Railways,

219Aii LS
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The Committec concur in the proposal
of the Ministry of Railways that it
should have the power to reappropriate
funds available within a sanctioned
grant to works estimated to cost
not more than Rs. 2 crores each,
provided that they do not constitute
a new form of service. They also
recommend thatalist of non-budgeted
new works costing more than Rs. 25
lakhs each should also be placed
before Parliament. The Committee
would like to make it clear that these
powers of rcappropriation to incur
expenditure on non-budgeted works
costing more than Rs, 25 lakhs each
should be exercised by the Ministry
of Railways only for undertaking new
works, which might become neces-
sary to meet the urgent demands of

transport.
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